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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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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

| 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 2017.

2017 had been a year of moderate recovery of the
world economy, though clouded with instability and
uncertainties in the international political and economic
environments. With the agreement of the OPEC members
to cut their production and go back to the former quota
system at end of November 2016, the Brent crude oil
price continued to maintain at above US$50 a barrel and
closed at US$53.75 a barrel at end of 2016. Started with
a higher oil price, nearly a 45% rise compared to the
same period last year, it remained stable at the range
between around US$50 and US$54 a barrel for the first
two months of 2017 as the OPEC members kept their
promise to reduce output. The stability began to break in
March, with oil prices sinking below the US$50 level as a
result of the weakened sentiment on the OPEC deal and
increased U.S. shale production. With occasional short
periods above the US$50 level, the oil price bottomed
out at US$42.53 a barrel on 21 June 2017 and fluctuated
below US$50 a barrel for most of the time between
March and October. International oil prices regained
the momentum in November when OPEC added more
enthusiasm to the market with extended production
cuts, reflecting that the market was re-balancing at an
accelerating pace and stability was steadily returning.
The oil price rebounded to above US$50 a barrel and
fluctuated between that level and US$60 throughout
November and December and marked the yearly high
at US$60.46 on 29 December 2017, a 12.5% increase
over last year. We are optimistic about the oil prices in
2018 due to the strong commitment shown by Russia and
Saudi Arabia to extend production cuts, although part
of the efforts are offset by increased supply of the U.S.
shale.
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There was no well drilling in 2017. Efforts focused
on analyzing drilling results of the appraisal wells by
the Sinotech Research Institute and preparing plan of
development (“Oil POD”) for the oil blocks, comprising
technical and financial data of the South Cebu SC49
project, for the consideration and approval of the
Department of Energy (“DOE”) of the Government of the
Republic of the Philippines. On 19 December 2017, the
DOE granted the approval of the Oil POD for the SC49
Block, which served as the basis for the Joint Declaration
of Commerciality. On 14 March 2018, the DOE and China
International Mining Petroleum Company Limited (“CIMP”),
a subsidiary of the Company have announced the Joint
Declaration of Commerciality for oil of SC49 at Manila,
the Philippines, and both parties have signed the Joint
Declaration of Commerciality for oil, pursuant to which the
parties jointly determine that the Alegria Qil Field located
in Southern Cebu contains certified hydrocarbon reserves
in commercial quantity.

The DOE and CIMP discovered an estimated 27.93
million barrels of oil with a possible production recovery
of 3.35 million barrels or a conservative estimate of 12%
of total oil reserves. For natural gas, about 9.42 billion
cubic feet reserves were found, with the recoverable
resource estimated at 6.6 billion cubic feet or about 70%
of total natural gas reserves. CIMP is speeding up its
preparation for the commencement of production and
development.

As part of the conditions stated in the approved Oil
POD, on 12 March 2018 CIMP entered into a sales
and purchase agreement with Tom’s Power Petroleum
Distributor Inc. for the sale and purchase of crude oil in
the Philippines.
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

During the year, the project team was carrying out
preparation work for drilling Polyard-9 Well, the sixth
appraisal well in the first quarter of 2018, including
drilling geological and engineering designs, land leasing
and compensation negotiation, and applying for tree-
cutting permit from the environmental protection
authority. Polyard-9 Well was successfully spudded on 24
February 2018 and completed drilling on 6 March 2018
at the total depth of 860 meters. The well logging was
completed on 11 March 2018. According to initial on-site
logging interpretation, multiple oil and gas zones were
discovered. The total thickness of oil and gas intervals
is 78.1 meters, including 39.1 meters of oil zone and
39.0 meters of gas zone. Oil testing will follow after well
completion, and it will convert into a production well.

In view of the volatility of the oil prices and competition,
management made efforts in strengthening cost
controls, which has resulted in a significant decrease
in the operating expenses in 2017. The Company will
continue to exercise effective cost controls to maintain
its competitiveness and generate maximum returns as it
progresses to production.

In preparing ourselves for production, the Company will at
the same time continue to evaluate commercial feasibility
of potential projects, in particular in respect of small to
medium-sized oil fields. Our in-house experts, with years
of experience in the field, will provide valuable advice
in the portfolio expansion plan of the Group. Through
merger and acquisitions, it is hoped that the asset base
of the Company will be expanded. Despite the increased
cautiousness of the capital market in investing in the oil
projects, the Company will continue its efforts in seeking
operating funds from the financial market.
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On behalf of the Company, | would like to thank our
management, our employees and my fellow Board
members for their continued hard work and dedication.
| also want to thank the shareholders for your continued
support for the past years. It has been a very challenging
year but with all your support and determination, | am
confident that we will definitely stride to a successful
future.

For and on behalf of the Board
Zhao Zhiyong
Chairman

Hong Kong, 18 December 2018

L

Chairman’s Satement

ERHRE

Annual Report 2017 =& — + F £

RABREARBRHERE  BTINEFEKE
B NET B TIEEZERL - NA TR R B AR E
RET < - BEBE—FRAEZE - BBRELMD
STRADRL » AARRE - RIIREELEBEKDY

RREFY
HESR
EY1

B - /\Ft+=-A+/\RH



Management DISCUSSI

BEEENWE DN

and AnaIyS|s

TEmT g’g’”f/ '5? =

Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

Financial Review

The Group did not generate any turnover for the year
ended 31 December 2017 (2016: Nil). The Group
recorded a net loss attributable to owners of the
Company of approximately HK$31,992,000 for 2017 (2016:
approximately HK$51,694,000).

Loss for the year included a reversal of impairment
loss of approximately HK$20,880,000 on the Oil and
Gas Project in South Cebu, the Philippines as a result
of increased valuation due to rise in oil prices. Loss
for 2016 included (1) a reversal of impairment loss of
approximately HK$102,376,000 on the Oil and Gas
Project in South Cebu, the Philippines as a result of
increased valuation due to the rise in oil prices and
increase in the estimate of resources of the project; (2)
an impairment loss of approximately HK$27,436,000 on
the Coal Mine Project in San Miguel, the Philippines and
an impairment loss of approximately HK$16,287,000 on
amounts due from associates related to the project; and (3)
an impairment loss of approximately HK$25,548,000 on
the Gas Project in Central Luzon, the Philippines.

Administrative and other operating expenses for the year
ended 31 December 2017 amounted to approximately
HK$27,973,000 representing a decrease of approximately
HK$9,040,000 or 24%, as compared with the
corresponding period last year. The decrease was mainly
attributable to decrease in various business expenses
such as employee costs, entertainment and overseas
travelling expenses.

Finance costs for the year ended 31 December 2017
amounted to approximately HK$19,135,000 (2016:
approximately HK$18,737,000). The increase in interest
costs was mainly resulted from the late charges of
interest expenses on Convertible bonds amounts of
HK$232,000.
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Liquidity, Financial Resources, Capital and
Gearing

As at 31 December 2017, the Group had net assets
amounted to approximately HK$185.1 million (2016:
approximately HK$208.0 million) and net current liabilities
amounted to approximately HK$132.1 million (2016:
approximately HK$75.7 million). The current ratio was
25% (2016: 35%). The gearing ratio of the Group based
on the net debt to the total equity was 115% (2016:
77%).

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. The Group currently does not
have a foreign currency hedging policy. However, the
management monitors closely foreign exchange exposure
and will consider hedging significant foreign currency
exposure should the need arise.
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Subsequent to year end date, on 31 May 2018, the
Company, Silver Star, Mr. Lam Nam, a ultimate
controlling party of the Company (“Personal Guarantor”)
and the holder of Convertible Bonds A in principal
amount of HK$100,000,000 entered into a the Deed of
Undertaking; and the Company, the Personal Guarantor
and the holder of CB A entered into the Supplemental
Deed, together with the Deed of Undertaking, pursuant to
which both parties had agreed that the maturity date of
CB A to be been extended from 21 July 2017 to 21 May
2019, which is subject to the Stock Exchange’s listing
approval.

On 15 October 2018, the Company and holder
of Convertible Bonds B in principal amount of
HK$50,000,000 also entered into an amendment deed
pursuant to which both parties had agreed that the
maturity date of CB B to be extended from 28 January
2018 to 31 March 2019, which is subject to the Stock
Exchange’s listing approval.

Details were disclosed in the Company’s announcements
dated 31 May 2018 and 15 October 2018.

Employee Information

The Group had a total number of staff of 51 (2016: 63).
Remuneration packages are reviewed on a periodical
basis. Bonus is awarded to employees according to
the assessment of individual performance. Staff cost
(including directors’ emoluments) was approximately
HK$16.1 million for the year as compared with that of
approximately HK$21.7 million in 2016.
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Business Review and Prospects

Philippines Central Luzon Gas Project

As described in previous reports on the delay of the
project, consolidation of the work programs under
exploration Sub-phases 1 and 2 was granted by the
Department of Energy ("DOE") to extend the expiry day
to 28 February 2017, on condition that (i) two exploration
wells will be drilled or (ii) one exploration well will be
drilled and 200 line-kilometer of 2D seismic data will
be acquired, processed and interpreted by end of the
new Sub-phase. In October 2016, the responsible
officer of the project informed DOE that the prescribed
work program under Sub-phase 1 would not be timely
completed upon expiration by reasons of force majeure,
and further extension was requested. On 9 May 2017,
DOE granted an approval to extend the expiry of the
consolidated Sub-phase 1 to 9 November 2019 with the
condition to drill two exploration wells by end of the Sub-
phase.

Although further extension was granted by the Department
of Energy, due to the delay of the development of the
project, the recoverability of the Gas Project was still in
doubt. Management determined that it was appropriate
to adopt a prudence approach to fully write down the
carrying amount of the deferred exploration expenditure
associated with the Gas Project. As a result, an
impairment loss of approximately HK$25.5 million was
made in the financial year ended 31 December 2016 in
respect of the Gas Project. An additional impairment loss
of approximately HK$0.7 million was made in the financial
year ended 31 December 2017.
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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. A
moratorium on the work commitments for the project has
been granted by DOE to 17 December 2018. The Group
is in the process of applying the renewal of a moratorium
on the work commitments for the project.

As described in the above, the development of the
Coal Mine Project has been suspended and could only
be resumed after obtaining a tree cutting permit. In
addition, upon the new president was elected in 2016,
the new Philippines government planned to review coal-
generated power projects and to seek for the increased
use of renewable energy in response to the protests of
anti-coal activists and environmental advocates. Hence,
the condition of the development of the associate’s
coal mine in the Philippines has become considerably
more unfavourable to the Group. In view to the ongoing
suspension for the development of the coal mine and
the pessimistic business outlook of the coal industry in
the Philippines, management was in its view that the
issue might not be resolved in the short term and it was
appropriate to adopt a prudence approach to fully write
down the carrying amount of the project. As a result, an
impairment loss of approximately HK$27.4 million was
made in the financial year ended 31 December 2016 in
respect of the Coal Mine Project.
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Philippines South Cebu Oil and Gas Project

The project (“SC49”) is situated at the southern part of
Cebu, central Philippines. China International Mining
Petroleum Company Limited (“CIMP”) acquired 80%
participating interests of SC49 and became the operator
of SC49 in July 2009. The Group indirectly acquired
51% of CIMP’s issued capital in October 2012, and
an additional 12% in April 2014, bringing the effective
interest in the project to 50.4% after the latest acquisition.

Between 2014 and 2016, the project had drilled, wireline-
logged, and cemented five appraisal wells, namely
Polyard-1, Polyard-2, Polyard-3, Polyard-6 and Polyard-8.
According to results of well logging and oil testing, all
wells have different levels of oil and gas shows, with
discoveries of multiple oil and gas layers. All five wells
converted into production wells.

Given the commercial quantity of gas discovery by
Polyard-2, on 22 December 2015 DOE confirmed that
SC49 was converted from the exploration period to
the production period effective from 1 March 2015 for
a period of 25 years to 29 February 2040, thereafter
renewable for a series of 5-year periods but shall in
no case exceed a total of 15 years. The production
period is made retroactive to the date of the expiration
of the exploration period on 1 March 2015 and shall be
reckoned from the said date. The approved production
block area is 430 sqg. km.

There was no well drilling in 2017. Efforts were made
in analyzing drilling results of the appraisal wells by
the Sinotech Research Institute and in preparing the
plan of development (“Oil POD”) for the oil blocks,
comprising technical and financial data of the South Cebu
SC49 project, which was submitted to the DOE of the
Government of the Republic of the Philippines in March
2017 for its consideration and approval. On 19 December
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2017, the DOE granted the approval of the Oil POD for
the SC49 Block, which served as the basis for the Joint
Declaration of Commerciality. The Group is required to
submit a revised project timeline and commence the
development within one year from the date of approval.
The Group will need to drill at least one development well
and submit to the DOE within one year an oil purchase
agreement with a potential buyer.

During the year, the project team has carried out
preparation work for drilling, the sixth appraisal well,
Polyard-9 Well, in the first quarter of 2018, including
drilling designing of geological and engineering designs,
land leasing and compensation negotiation, as well
as applying for tree-cutting permit from environmental
protection authority. Polyard-9 Well was successfully
spudded on 24 February 2018 and completed drilling on
6 March 2018 at the final depth of 860 meters. The well
logging was completed on 11 March 2018. According to
initial on-site logging interpretation, multiple oil and gas
zones were discovered. The total thickness of oil and gas
intervals is 78.1 meters, including 39.1 meters of oil zone
and 39.0 of gas zone. Qil testing will follow after well
completion, and it will convert into a production well.

As part of the conditions stated in the approved Oil
POD, on 12 March 2018 CIMP entered into a sales and
purchase agreement (the “Crude Oil SPA”) with Tom’s
Power Petroleum Distributor Inc. (“TPPDI”) for the sale
and purchase of crude oil in the Philippines. TPPDI is a
company incorporated under the laws of the Philippines
and is a trading company which engages in the sales
of petroleum products in the Philippines. Pursuant to
the Crude Oil SPA, CIMP shall sell crude oil to TPPDI
according to the increasing production quantity but
actual quantity shall be determined upon loading. The
purchase price shall be determined with reference to
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the international oil prices pursuant to the terms of the
Crude Oil SPA. The Crude Oil SPA shall last for a period
of one year from the date of the Crude Oil SPA, and the
term shall automatically extend yearly unless otherwise
specified under the Crude Oil SPA. To satisfy the
increasing production of CIMP in future, TPPDI agreed
after signing of the Crude Oil SPA to increase the oil
container storage capacity in its pier facility.

On 14 March 2018, the DOE and CIMP have announced
the Joint Declaration of Commerciality for oil of SC49
at Manila, the Philippines, and both parties have signed
the Joint Declaration of Commerciality for oil, pursuant
to which the parties jointly determine that the Alegria
Oil Field located in Southern Cebu contains certified
hydrocarbon reserves in commercial quantity.

CIMP as the Contractor and taking part in its appraisal
and development plan for the development of the Alegria
Gas Field, which was earlier jointly determined by the
parties to contain commercial quantity of natural gas,
discovered an oil accumulation in adjacent hydrocarbon
traps within the Alegria Anticlines in 2016.

In view of the foregoing, the parties stipulated and agreed
as follows:

1. That the Contractor shall comply with all the
conditions stated in the approved Oil Plan of
Development dated 19 December 2017,

2. That the Alegria Oil Field located in Southern Cebu
which contains certified hydrocarbon reserves is
hereby jointly determined by the parties to be in
commercial quantity as contemplated under Section
9.01 to 9.04 of SC49; and

3. For consistency, the development of the oil
resource will commence according to the timeline
as stipulated in the submitted and approved Oil
Plan of Development for the discovered oil resource
which is designed to increase the oil production
rates from the said Field.
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The DOE and CIMP discovered an estimated 27.93
million barrels of oil reserves with a possible production
recovery of 3.35 million barrels or a conservative
estimate of 12% of total oil reserves. For natural gas,
about 9.42 billion cubic feet reserves were found, with
the recoverable resource estimated at 6.6 billion cubic
feet or about 70% of total natural gas reserves. CIMP
is speeding up its preparation for the commencement of
production and development.

An impairment loss reversal of approximately HK$20.9
million (2016: approximately HK$102.4 million) was made
in the financial year in respect of the Oil and Gas Project.

On reading the above decision, an impairment analysis
with the assistance of an independent valuer has been
undertaken. Since the detailed feasibility study and
production plan of Oil and Gas Project have not yet
been finalized, the independent valuer adopted market
approach to obtain the recoverable amount of the Oil
and Gas Project as at 31 December 2017. The market
approach was based on price information on recent
comparable sale and purchase transactions of oil and gas
fields of similar character and location (the “Comparable
Transactions”). The underlying theory of this approach is
that the recoverable amount of the Oil and Gas Project
can be determined with reference to consideration price
to resources multiple (adjusted to reflect the value of
controlling interest) of the Comparable Transactions and
adjusted against the changes in oil and gas price indexes
at the date of Comparable Transactions and at the end
of the reporting period. The major change from last
year’s valuation under market approach was the upward
adjustment of the oil and gas price indexes based on the
latest information available.
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The Company believes that the estimates/assumptions
applied in the assessment of recoverable amount by
the independent valuer are reasonable. However,
these estimates/assumptions are subject to significant
uncertainties and judgments. The Company has made
its best estimates of all relevant factors to be included
in the market approach based on the latest information
available. However, it is possible that the underlying
estimates/assumptions can be changed significantly and
further impairment charges/reversal of charges may be
required in future period.

Significant Investments, Acquisitions and Disposals

Apart from the investment as disclosed in the “Business
Review and Prospects” section, there were no significant
investments held, acquisitions or disposals of subsidiaries
and affiliated companies by our Group throughout the
year ended 31 December 2017. Our Group did not have
other plans for significant investments, acquisitions and
disposal of subsidiaries as at 31 December 2017.

Charges on Assets

As at 31 December 2017, the Group did not charge any
of its assets (31 December 2016: nil) as securities for
any facilities granted to the Group.

Contingent Liabilities

Other than the disclosure under note 29 “Operating
Leases” and note 30 “Capital Commitments” to the
consolidated financial statements of this annual report,
the Group did not have any other material contingent
liabilities as at 31 December 2017.
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Summary of Expenditure Incurred for Projects ZEEEEEZHAIBE

A summary of expenditure incurred for the above projects AEBENLBEREZE-_T—tF+-A=+—H1
by the Group for the year ended 31 December 2017 is as FEEECHAIMENT :

follows:

HK$°000 HK$’000
BT T BT
Philippines Central Luzon Gas Project FEREFERRARER 500
Philippines San Miguel Coal Mine Project JE/£ZE San Miguel L HE1E B 41
Philippines South Cebu Oil and Gas Project JFEEmREHEHREER 93,515
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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 2017 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
2017.

Board of Directors

The Board, which comprises 7 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.

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.

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

Executive Directors:
Mr. ZHAO Zhiyong
(appointed on 25 August 2017)
Mr. KUAI Wei
Mr. LAl Chun Liang
Mr. LIN Zhang

Independent Non-executive Directors:
Mr. PAI Hsi-Ping

Ms. XIE Qun

Mr. KWAN King Chi George

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.
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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.

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.
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Chairman and Chief Executive Officer

The Chairman of the Group is Mr. Zhao Zhiyong 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/
her 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 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 is the Chairman of
the Remuneration Committee.

The role and function of the Remuneration Committee
include making recommendations to the Board on the
Company’s policy and structure for directors’ and senior
management remuneration, making recommendations to
the Board on the remuneration packages of 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 on 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 senior management and considers that the existing
terms of employment contracts of the executive Directors
and senior management are fair and reasonable.
The Remuneration Committee meets at least once a
year. Details of the attendance of the meetings of the
Remuneration Committee during 2017 are as follows:

Mr. PAI Hsi-Ping
Ms. XIE Qun
Mr. LAl Chun Liang
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Nomination Committee

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 is the Chairman of the Nomination
Committee.

The duties of the Nomination Committee include
reviewing the structure, size, composition and diversity
(including but not limited to gender, age, cultural and
educational background, skills, knowledge and professional
experience) of the Board annually and making
recommendations on any proposed changes 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 2017 are as follows:

Ms. XIE Qun
Mr. PAI Hsi-Ping
Mr. LIN Zhang
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WEEE 4/4

25




Corporate Governance Report
TEERRE

SR AETEEE—— AN

Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

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 the Company’s financial controls, risk
management and internal control systems. 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 auditor 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. Kwan King Chi George. Mr. Kwan King Chi
George is the Chairman of the Audit Committee.

The Group’s unaudited quarterly and interim results and
audited annual results for the year ended 31 December
2017 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.
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The Audit Committee held 4 meetings during the year
under review. Details of the attendance of the Audit
Committee meetings are as follows:

Mr. PAI Hsi-Ping
Ms. XIE Qun
Mr. KWAN King Chi George

Auditors’ Remuneration

The Company has appointed Confucius International
CPA Limited as the auditors of the Group. The Board is
authorised in the annual general meeting to determine
the remuneration of the auditors.

During the year ended 31 December 2017, a summary

of the total fee paid/payable in respect of audit and
non-audit services provided by the Company’s external
auditors is set out below:
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Directors’ and Auditors’ Responsibilities for
Financial Statements

The Directors acknowledge their responsibility for
preparing the financial statements of the Group. In
preparing the financial statements, the general accepted
accounting standards in Hong Kong have been
adopted, appropriate accounting policies have 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 members of the
Company on pages 92 to 100 of this annual report.

Directors’ Training

All Directors are encouraged to participate in continuous
professional development to develop and refresh their
knowledge and skills. The Company has arranged
inhouse 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:

BTES
HEELE

Executive Directors:
Mr. ZHAO Zhiyong
(appointed on 25 August 2017)

Mr. KUAI Wei ek E

Mr. LAl Chun Liang RiEREE

Mr. LIN Zhang WELE
Independent Non-executive Directors: BAUFHTES
Mr. PAI Hsi-Ping BHBREEE

Ms. XIE Qun HEFL L

Mr. KWAN King Chi George 2L it
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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.

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.
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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.

Enquiries to the Board

Enquiries may be put to the Board through the
Company’s Investor Relations Department at Room
801-802, 8/F., Shanghai Industrial Investment Building,
48-62 Hennessy Road, Wanchai, Hong Kong (email:
info-hk@ppig.com.hk).
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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.

Internal Control and Risk Management

The Board is responsible for ensuring that appropriate
and effective internal control and risk management
systems are maintained to safeguard the assets of the
Company and to respond appropriately to significant
business, operational, financial, compliance and other
risks. The Board, through the Audit Committee, has
conducted a review of the effectiveness of the internal
control and risk management systems of the Group and
considered these systems to be effective and adequate.
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About This Report

This Environmental, Social and Governance (“ESG”)
Report (this “Report”) serves as a review on the
efforts and achievements made by Polyard Petroleum
International Group Limited and its subsidiaries (“PPIG”
or the “Company” together with its subsidiaries as the
“Group”) for its sustainability issues in 2017. This Report
discloses the Group’s policies and practices for its
commitment to sustainable development. As a platform
for communication with all stakeholders, this Report
also makes responses to the major expectations of all
stakeholders in efforts to facilitate mutual understandings.
Information relating to the Company’s corporate
governance practices are disclosed separately in
Corporate Governance Report on pages 19 to 31.

Reporting Boundary

This Report covers the business activities controlled by
the Group which have significant environmental and social
impacts. This Report covers the period from 1 January
2017 to 31 December 2017 (the “Reporting Period”). This
Report mainly includes the China International Mining
Petroleum Company Limited (Philippines Branch) (“CIMP”),
which is the subsidiary of the Company in the Republic of
the Philippines (“Philippines”).

The major operation activities during the Reporting
Period were limited to drilling geological and engineering
designs, land leasing and compensation negotiation,
applying for tree-cutting permits from the environmental
protection authority and tendering for site construction.
Oil production activities were not conducted during the
Reporting Period.
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Environmental, So

Preparation Basis

This Report is prepared in accordance with the ESG
Reporting Guide under Appendix 20 of the Growth
Enterprise Market (“GEM”) Board Listing Rules of The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

Publication of the Report

This Report shall be published in both Chinese and
English. Should there be any discrepancy between the
Chinese and the English versions, the English version
shall prevail.

Hearing from You

The Group welcomes any comments and suggestions
readers may have on this Report. Comments and
suggestion can be sent to PPIG at info-hk@ppig.com.hk.

Sustainable Operation

The Group commits to both the safety and health
of all employees and others that may be affected
through its operations as well as the protection
of the environment in locations where the Group
operates. The Group’s employees are required to
and are expected to uphold these commitments
during their course of employment. The Health,
Safety and Environmental (“HSE”) performance
is a core indicator of Group’s progress towards
sustainable operations, and the Group firmly
believes in the continuous interplay between HSE
performance and operating efficiency, employees’
motivation, morale and financial success. Although
major incidents are infrequent, they have the
potential to cause considerable harm to people and
the environment. The implementation of prevention
and protection measures is essential in order to
avert such incidents, and the Group executes both
respective measures to enhance operational safety.
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Safety and Health Management

The Group strictly complies with all the
occupational safety and health related laws
and regulation in the countries where the
Group operates.

The Group recognizes the use of tools
to implement prevention and protection
measures, and to enhance its HSE
performance. There were no significant
changes in the HSE Policies of the Group
during the Reporting Period.

The HSE Policies of the Group provide a
framework for implementing prevention and
protection measures, and the policies outline
various tools used to obtain detailed records
and to undertake comprehensive analysis.
The Safety Training Observation Programme
(“STOP”) and Jobs Safety Analysis (“JSA”)
are implemented to identify potential hazards,
propose safety precautions and recommend
areas for improvement. The Permit To Work
(“PTW”) system and Confined Space Entry
(“CSE”) serve as platforms for communication
between the management, supervisors and
contractors. These mechanisms ensure that
personnel performing particular tasks clearly
understand the nature of the task at hand,
as well as the potential hazards and risks
involved. Specific precautions can then be
taken prior to starting a task, during the task
and following the task. Emergency Response
Plans (“ERPs”) for major potential hazards
have been established to provide a concise
guideline in the case of an emergency, and
ERPs and roles of various personnel in the
plan are communicated with all employees.
Mandatory drills are arranged at specific
intervals and attended by all required
personnel, and following the arrangement of
a drill, performance evaluation reports of the
drills are assigned to the drill supervisor for
completion.
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Table 1. The general prevention and 1. HSEB I — M IB P IR E L p il
protection tools in HSE management il

Tool
H

. Safety Training Observation Programme (STOP)
L 2R EET8(STOP)
. Jobs Safety Analysis (JSA)
THERZ2DH(ISA)
. Permit to Work (PTW)
TEFFAIRE (PTW)
. Confined Space Entry (CSE)
. Bz E% (CSE)
Prevention .
&l . Drills (Fire, Re§cue, Toxic gas leakage etc.)
BB (N Bl EEREBARE)
. Emergency Response Plan (ERP)
fE=IaZ (ERP)
. Safety induction Briefing
ZEESIMRE
. Safety Training (International Well Control Certificate, HSE
Certificate, Operation Certificate)
R2JIM(BEBRHIEES. HSE BE. BEES)
. Requesting pre-employment medical examination
EETRL R EEAR
. Providing regular and special medical examinations
R T HMEIEER
Protection . Providing first aid kits in project sites
Ri& fEI8 B PR e
. Hygiene of living quarters
HRREE
. Personal Protective Equipment Supply
[EPNDE- 5 =0k
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The Group is committed to offering a
comprehensive medical system with an
integrated hygiene programme to its
employees. Each employee (including
contracted and sub-contracted employees) are
required to take a medical examination prior
to employment. Following the confirmation of
their employment, employees are eligible to
receive medical examinations on a regular
basis. Regular medical examinations allow for
the early detection of abnormalities or disease
symptoms, and for a comprehensive analysis
of employees’ medical condition. Feedback is
received from these examinations by STOP
and JSA, and used to evaluate potential steps
to improve risk assessments. In addition
to offering regular medical examinations,
additional medical examinations are provided
to employees resuming work after suffering
an injury or an illness. To provide on-site
first aid assistance, designated first aid kits
are placed within each project site, and kit
inventories including equipment and medicine
are maintained by medical personnel. Hygiene
practices specifically addressing living
quarters are required to be maintained by all
staff, and catering staff are required to strictly
adhere to the Group’s hygiene rules.
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The importance of safety is communicated
to employees through various platforms,
with an overarching aim of developing their
awareness of safety. Safety induction briefings
are provided to newly-joined employees, and
the employees are briefed before completing
a test to ensure that they have an adequate
knowledge of safety. Instructions on project
details, the placement and function of various
alarms and emergency procedures are
communicated to each employee assigned to
a project site. Training in fire protection, gas
detection, hazardous material handling and
personal protection are offered to employees
on an as-needed basis. A full HSE report is
prepared upon the completion of each well
drilled by the project supervisor. The report is
provided to on-site workers, and includes the
evaluations of various hazards’ case studies,
and this approach has helped personnel
across project sites foster an understanding of
safety issues.

The HSE Policies of the Group target all
third parties working in the oil field, and
the Group considers their improvement in
HSE performance as a key responsibility.
Compliance with the Group’s HSE policies is
mandatory for all contractors, sub-contractors,
suppliers and third party personnel that work
on the Group’s projects. The Group regularly
relays their HSE plans to contractors, such
as safety precautions, and requires them
to report evident HSE issues in the related
project site. The contractors also have an
obligation to report any HSE event or incident
to the Group under all circumstances.
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Prevention Practice 1 — Blowout Prevention

Blowouts — an uncontrolled flow of gas,
oil or other releases of formed fluids into
the environment — have been identified as
one of the major hazards in the oil and gas
industry. Besides the contamination of water,
land and ecosystems, blowouts are closely
related to massive fires and huge explosion,
which are both identified as major hazards.
The occurrences of the two are, to a certain
extent, dependent on blowouts. As such, the
Group takes blowout prevention seriously, and
greatly values the safety of both employees
and local community. During the Reporting
Period, no blowouts were reported across
project sites.
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Table 2. Preventive measures against
blowouts by type

Measurement Type

Specific Measure
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R2. WIRBE 7y O TERG HE MR

BiEER B
. Blowout drill
HEEE
Management . Regular revision in systems and procedures
=il THBEERHGNET
. Emergency Response Plan (ERP)
K2 EFETEI(ERP)
. Detectors
FRORIES
Technology . Blowout Preventer (BOP)
Es 3] B 28 (BOP)
. Relief well
BB H

Risk Management plays a critical role in
blowout prevention. Specified personnel
across project sites are required to attend
regular blowout drills and the attendance of
each drill is recorded. The performances of
supervisors and personnel involved in the
drill are evaluated by the project manager.
A regular review in blowout prevention is
conducted, and in the case that areas of
improvement are identified during the review,
appropriate changes are incorporated. ERPs
for blowouts are prepared and communicated
with personnel that are responsible for taking
emergency actions.
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Early detection of undesired pressure
formation is fundamental to blowout
prevention. A “kick” is formed when fluid, such
as crude oil and water, are forced to flow due
to the disbalance between formation pressure
and hydrostatic pressure. Uncontrolled
kicks eventually result in a blowout, and so
pressure detectors are installed at all wells to
detect undesired pressure formations.

A Blowout Preventer (“BOP”) is routinely
integrated within the drilling system to prevent
oil, gas and other liquid leakages into the
environment. Essentially, a BOP on a drilling
rig is attached to the heavy surface casing
before drilling activity begins, and it acts as a
lid on the hole being drilled to close off a well
if a loss of fluid control is detected.

Drilling a relief well is performed if a blowout
cannot be controlled from the surface. In
some extreme cases, the energy accumulated
due to great formation pressure does not
significantly deplete, and blowouts can be
so forceful that normal control measures are
inadequate. In that situation, a relief well is
drilled and injected with high-density fluids,
and the relief well intersects the concerned
well to produce hydrostatic pressure which
effectively shuts off the flow of fluid along the
well.
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Prevention Practice 2 — Preventing Release
of Hydrogen Sulphide

Some naturally occurring toxic gases in
oil and gas deposits can be forced out by
undesired pressure. Particular attention is
paid to hydrogen sulphide, which is a common
gas found at oil and gas well sites with
characteristics of corrosive, flammable and
colourless at high concentrations. Hydrogen
sulphide becomes highly hazardous and can
be fatal when concentrations reach a certain
level. Workers, and even the local community,
can be incidentally exposed to this toxic
gas during exploration activities. The Group
recognizes the fatalities of hydrogen sulphide
and possibilities of its occurrence. During
the Reporting Period, release of hydrogen
sulphide was not detected across project sites
and no personal injury case related to release
of hydrogen sulphide was reported.

Detection is the first barrier against hydrogen
sulphide release in project sites. Fixed gas
detection systems for continuous monitoring
are strictly regulated and a minimum of
2 portable electronic gas detectors are
installed in each project site. The detectors
are placed strategically to make monitoring
more effective. All the detectors are regularly
inspected, maintained for use at all times and
calibrated with the information recorded.
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A hydrogen sulphide drill is an important
part of preparation. The Group places
considerable emphasis on the need for
employees to develop a strong sense of
safety, and executes simulations of drilling
activities in a suspected or known hydrogen
sulphide area. Drill simulations are conducted
twice a week and all relevant personnel
are required to participate. Prior to drilling
into sulphur-bearing formation, the project
manager is responsible for organising a
hydrogen sulphide prevention drill and
sending out warning signs to personnel of
all levels. Rigorous inspections for hydrogen
sulphide prevention measures are carried out
and drilling in reservoirs is carried only when
these measures are deemed satisfactory.

Building a Reliable Workforce

The Group strictly adheres to local and
relevant labour and employment-related
laws. The Group is determined to provide
equal opportunities to all qualified persons
without regard to creed, race, age, gender
and regional origin. Employment contracts
are prepared based on labour laws to protect
employees’ rights. The Group proactively
checks the identity cards of applicants during
recruitment and employment to prevent
hiring child labour, and absolutely prohibits
forced labour. The Group works towards a
diversified composition of employees with
various races, education background, work
experience, nationalities, knowledge and
skills. The Group clearly sets the working
hours per day for employees. In addition,
the on-site employees work on a rotational
basis. The Group is impartial and equally
selects applicants on the basis of their
education, work experience, compatibility
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with work culture and their potential for future
advancement. The Group has clear policies
on compensation, recruitment, employment,
training and development. The termination of
labour contracts and dismissal of employees
are conducted in strict compliance with
the relevant laws and regulations so as to
fully protect the rights and obligations of
employees and the Group.

During the Reporting Period, there were
no significant changes in the labour and
employment-related policies of the Group.

Motivating employees to continue developing
their skills is important to the Group. The
Group has a policy to provide employees with
career training and development opportunities
in accordance with their growth potential and
job interests. Employees are encouraged
to attend external courses, and the Group
considers reimbursing employees with the
cost of fees and examinations undertaken.
Employees are highly encouraged to attend
a well control course and RigPass course
conducted by the International Association of
Drilling Contractors (“IADC”), and the training
can enhance employees’ abilities, and thus
their operating performance which include
safety and management aspects.

A Performance Appraisal System (“PAS”)
is developed to regularly monitor the work
performance of each employee. It helps
employees to identify their strengths and
areas for improvement, and allows department
heads to better utilize employees’ potential
and to develop employees’ capabilities. The
Group also offers internal promotions to
employees, and the major factors considered
are the employees’ abilities, performance and
development potential.
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Work-life balance has gradually become
integrated into the Group’s system. The
Group aims to maintain the mental health,
physical health and productivity of employees
by nurturing an atmosphere of unity
based upon fellowship and camaraderie.
Hospitalization and medical benefits are
established to upkeep employees’ fithess and
accident insurance is provided to all regular
employees. Moreover, employees are eligible
for leave relating to personal matters, such as
examination leave and marriage leave. The
Group has also established plans to promote
recreation, sports and social activities.

Dumpling Wrapping during Chinese New Year
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1.3.

The Group adopts a zero-tolerance attitude
towards bribery, extortion, fraud and money
laundering. Clear rules and statements
against these are indicated in the staff
handbook, which all employees have access
to. Contractors, sub-contractors, suppliers
and third party personnel working on the
Group’s projects are clearly informed to follow
the anti-corruption rules of the Group. The
Group takes steps to improve the internal
anti-corruption system and to promote the
importance of integrity amongst employees.

Product Responsibility

The Group has been formulating policies
governing the extraction and delivery of
products to minimize the health and safety risk
posed by products. The Group entered into
contract with a crude oil distributor to sell the
crude oil produced in the oilfield engaged by
CIMP. The Group ensures that customer data
is not divulged and used for inappropriate
purposes. Advertising and labelling matters
are not significant to the Group during the
Reporting Period.

During the Reporting Period, the Group
neither experienced any customer data
leakage, nor received any complaints about
inappropriate use of customer information.
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Sustainable Environment

The Group strongly recognizes the environmental
impacts generated by its business operations. The
Group is principally engaged in the exploration and
development of oil, natural gas and coal, of which
the operations are mainly stationed in the Southeast
Asia region. The major operation activities during
the Reporting Period were limited to drilling
geological and engineering designs, land leasing
and compensation negotiation, applying for tree-
cutting permits from the environmental protection
authority and tendering for site construction. During
the Reporting Period, the major environmental
impacts of the Group were generated from domestic
waste generation, domestic water discharge and
electricity consumption in the oil field which CIMP
has engaged in. There were no significant changes
in the environmental policies of the Group in 2017.

The Group strictly complies with all the relevant
environmental laws and regulations in the countries
where the Group operates. The Group aims to
reduce environmental impacts in all phases of
a project, running from early project planning to
operation.
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Philippines South Cebu Oil and Gas Project
(“SC49”) is located on a small village of Montpeller
in the municipality of Alegria, province of Cebu.
Oil exploration and development have significant
impacts on the local environment and community,
if not properly controlled; in particular, land and
water are at risk. The Company and CIMP have
worked to satisfy all the requirements set by the
Department of Environment and Natural Resources
(“DENR”) of the Philippines on the application
of the Environmental Compliance Certificate
(“ECC”). An environmental study was conducted
and an Environmental Impact Statement (“EIS”)
was prepared and submitted to the Environmental
Management Bureau (“EMB”), an agency under
DENR. The EIS is a major requirement for the
issuance of an ECC and it contains comprehensive
information of the project components that can
have a significant impact on the environment, the
prevailing environmental conditions at the project
site, the impacts of the project on these conditions,
and the mitigating measures the proponent commits
to implement. It also has a social development
component that outlines the Company’s programs
to alleviate the living conditions of affected families,
their commitment to help the village in several
social services, and the assurance that the Group
operates projects safely through the conduction
of an Environmental Risk Assessment (“ERA”).
The SC49 project was granted permission to start
production after CIMP received an ECC from
DENR. The project involves various compliance
requirements based on the conditions outlined in
the ECC.
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In 2016, the representatives from the Group,
contractor, EMB, the Department of Energy (“DOE”)

of the Philippines, Department of Social Welfare
and Development (“DSWD”) of the Philippines,
religious organizations and local environmental
non-governmental organizations (“NGO”) formed
a Multi-partite Monitoring Team (MMT) to
continuously monitor the project’s compliance.
However, during the Reporting Period, DENR
approved the dissolution of the MMT as it is a Non-
Environmentally Critical Project (“ECP”).

Various actions are taken in the planning stage
to examine the environmental impacts associated
with the exploration and development of oil and
gas. The exploration and development of oil
and gas involve a series of activities to extract
crude oil and natural gas from existing reservoirs.
These activities include material and equipment
procurement, civil construction and well drilling.
A screening process to identify potential impacts
and compliance requirements related to the
above-mentioned activities is completed in the
early planning stage, and includes the screening
of impacts on topography, water availability and
air quality. Following the screening process, an
environmental impact assessment is performed
to identify mitigation measures and to propose
implementations across various stages of
exploration and development. Mitigation measures
are implemented by both the Group and project-
related parties. No ceilings for implementation costs
of all mitigating measures are set to ensure that
required structures or systems can be adequately
implemented.
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The Group invites contractors with a proven track
record for adopting suitable techniques to a high
standard to undertake drilling for the Group’s
projects. Well drilling is the core part of exploration
and development, and the Group recognizes that
these processes impact the local environment.
Drilling contractor management is taken very
seriously, and drilling contractors are required to
strictly adhere to the environmental regulations of
the Group and the countries in which it operates
in. The Group is responsible for disclosing and
explaining all information regarding the project to
the contractor. Contractors are required to provide
relevant certificates and inspection reports of
each rig to demonstrate their qualification before
spudding. Any event or incident related to the
environment, whether it has a direct impact on the
operation or not, and under all circumstances is
required to be reported to the Group. Contractors
are responsible for waste disposal and rehabilitation
in the well site following well completion or well
abandonment.

During the Reporting Period, no non-compliance
incidents or infringements in relation to
environmental protection that would have a
significant impact on the Group were confirmed.
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The environmental performance 2017
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KPI Year 2017
B 20175 E
Electricity consumption (kWh) BB (TRE) 43,292.9
Electricity consumption per oil BYFRAEMHEEES N ERE 100.1
field area (kWh per km?)3 (BFARBTRAE)S
Water usage (metric tons) FAKE(ARE) 476.0
Water usage per oil field area BYLZARMBEERKE 1.1
(metric ton per km2)? (BFERRBERANE)?
Domestic waste (metric tons) A E R (AR ) 6.0
Diesel consumption (litres) smmAsE (A 9323.5
Diesel consumption per oil field FYLFARHMAEBEEHAE 21.7
area (litres per km2)? (BFERRERTF)?
Scope 1 (Metric Tons)' 25.0
&E— (M)
Scope 1 emission per oil field area (metric tons per km?)3 0.06
Greenhouse gas emission BYAFRAEMEEESE (BT AR AME)?
= REEBE Scope 2 (Metric tons)? 21.8
B~ (QNE)2
Scope 2 emission per oil field area (metric tons per km?)3 0.05

FEHRBMAEESEE —BR(EF T RERM)
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Calculated using World Resources Institute (2015). !
GHG Protocol tool for mobile combustion. Version 2.6

FTH FIFAWorld Resources Institute (2015). GHG
Protocol tool for mobile combustion. Version 2.6.

Calculated using World Resources Institute (2015). 2 sHEFFWorld Resources Institute (2015). GHG
GHG Protocol tool for stationary combustion. Protocol tool for stationary combustion. Version
Version 4.7 4.7

The intensity is calculated based on the oil field 3 BEMNGFERENHHEBME(EARER)

area in km?




2.1.

Oil Spill Preparedness

The Group designates it as their top priority
to prevent oil spills, but even under the most
stringent risk management, oil spills can still
occur during drilling, delivery and storage
stages. Drilling can cause the uncontrolled
release of crude oil from an oil well, which
is known as blowout. Qil spills can occur
due to delivery pipeline and storage tank
malfunctions, and the release of crude oil
can cause fatal damage to the ecosystem
and contaminate the land and sea. The
Group actively works to prevent crude oil
deposit releases through the implementation
of technology and the development of risk
management strategies. During the Reporting
Period, no oil spillages or accidents were
reported in the project sites.

The Group is committed to taking impactful
actions to protect human life, infrastructure,
property and environmental resources in major
oil spill incidents. An oil spill contingency plan
is developed through the risk management
system to ensure that a safe, timely, effective
and coordinated response to oil spills can be
provided whenever and wherever necessary.
The Group takes an active leadership role in
the event of an oil spill and the corresponding
clean-up and recovery activities in the
environment that may be contaminated. An
onsite oil spill emergency response team is
maintained to handle minor and major spills
which may occur during the project life cycle
(Fig. 1). The team is divided into three main
sections, which include the operation section,
planning section and logistics section. The
operation section takes a lead role in resource
identification, protection and treatment for
contaminated areas and oily waste handing.
The planning and logistics sections manage
spills in coordination with the local government
unit (“LGU”) and other parties through the
provision of equipment and trained personnel.
The Group determinedly strives to protect
people, property and the environment through
practicable environmentally-sound and
economically-feasible mitigation measures.
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Emergency Response
Team Commander

fES/MEREEE

Command Staff:
Information Officer &
Safety Officer

Operations Section Planning Section Logistics Section

1TE)ERPT BB Ybink=id

Oil Recovery, Disposal & Situation, Resources &
Decontamination Group Documentation Group

AmEY - mE AT AR B - BRMXIEHE

Support Group
XA

Infrastructure Environmental &
Protection Group Technical Group

. P 54
B R iR EA BRI AR5 HH

Service Group

Staging Area SR
Coordinator Demobilization Group

R ES A wa/aE

Fig 1. The structure of the oil spill emergency response team
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Solid Waste Management

The Group considers waste management
as an important part of environmental and
resource management. The well drilling
activities of SC49 are all outsourced to drilling
contractors. The selected drilling contractors
are required to comply with the HSE Policies
of the Group, which strictly regulates
the treatment of waste. Under the HSE
Policies, wastes are categorized and treated
independently. Drilling is an activity involving
people, machines and environment, and this
involvement can generate several types of
solid wastes that include domestic waste,
packaging materials, wastes associated with
drilling and hazardous wastes. Domestic
wastes include personal waste such as
plastics, paper, food etc. Packaging materials
include materials used in the mud component
transportation and storage, packing materials
for equipment etc. Wastes associated with
drilling include drill cuttings and excess
materials. Drill cuttings are produced by the
grinding of rocks against the drill bit on the
bottom of the well. Excess materials can
be generated from slope cutting, widening
roads and lowering grades of road, which are
performed for facilitating drilling. Hazardous
wastes include fluorescent lights and bulbs,
paints, batteries etc.
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Proper waste minimization, segregation and
treatment have been developed and well-
implemented in each project site. Waste
minimization and effective use of resource
are monitored at the level of natural resource
and waste generation. Solid wastes are
further categorized into 4 groups: recyclables/
reusables, biodegradables, disposables and
hazardous. Wastes associated with drilling
can only be placed in a pre-designated area,
and these are collected and later disposed
to a local authority-designated dumpsite or
landfill site. Domestic wastes generated by
workers, offices, pantries etc. are collected
in garbage bins provided. Catering in project
sites are outsourced to outside parties
and kitchen wastes are also collected and
disposed.

People from local community that are
interested in reusable materials are welcome
to either sell or reuse materials generated
from the Group’s operations. Items that can
be reused are given to labourers who might
take interest in bringing these materials home.
Repairable spare parts of equipment are
recorded and placed in a storage for future
repair. Other wastes are placed in garbage
bins and sent to the municipal landfill for
disposal.

Hazardous waste is arranged for collection
by an authority-accredited hazardous waste
service. Drill cuttings are disposed through
on-site solidification or burial if not hazardous.
Otherwise, these are organized for collection
by the waste service for proper handling and
treatment.
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As there were no oil production activities
during the Reporting Period, no significant
hazardous waste was produced during
operation. Domestic waste production
amounted to 6 Metric tons during the
Reporting Period.

Water Management and Waste Water
Treatment

The Group recognizes the importance of long-
term water management and water recycling,
as the Group’s operations require long-term
demand for water. The Group uses fresh
water to form drilling fluid, which principally
acts as a lubricant. Examination of water
sourcing, wastewater disposal and water
recycling plays a vital role in the Group’s
water management.

The Group values water resources and
considers the sourcing and recycling of
water. Drilling generates tremendous friction,
which can damage the drill bit. Drilling fluid
minimizes the friction, reduces the heat
of drilling and reduces the risk of friction-
related complications. The Group implements
various measures to source water reliably and
optimize the usage of drilling fluid. Water used
in the formation of drilling fluid is required to
be obtained from reliable sources authorized
by the local government in order to minimise
its impact on local fresh water. In Cebu, the
Group sources water from the municipal
water network. Initiatives to reuse water are
also implemented through drilling processes.
Drilling fluid is circulated throughout the
system, and materials are tripped from the
borehole before cycling fluid back through
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screens and into the system. The recirculation
process is designed to minimize the waste
by reusing as much fluid as possible, and the

final disposal of fluid and cuttings is treated in

?J%;Tﬁzﬁ’ﬂéi%ﬂﬁﬁﬁﬁ( REBALIRE

environmentally safe manner. ZE WA FETEFRMEE N RSE
=,

During the Reporting Period, 476 metric tons R EBA - A EEEFE4762 ME R A

of freshwater was consumed. Ko

Reliable Drilling Drilling Fluid Final Environmentally
Sources Water FHGRENIESN  Recirculation Disposal Safe Treatment
IR Sources ERATH IR fE R RERZE

AT SRR EH & EHE BB KR

Fig 2. The drilling fluid management

2. EHRE B
Water contamination is not a major concern KRB RAREE P BRI
during regular activities of exploration ME HETEMRRERREFBRE

R R - )0 A E B AR Y R B
F-EBEHREBEFANEHNOLSESE

and development. The major sources of
contamination are the materials used in

drilling, in particular those used in the = UAIHRAREYE - BRE—
production of drilling fluid. However, the main TR BHREEHKENTE K&

BB EEFIEEP AR KEE RS
LARER FTE A RSB H RIEHE R T &8
EEKEEHIKE

components are non-toxic and therefore
considered as non-hazardous substances.
In order to further minimize impacts on local
water bodies, the Group has integrated a
wastewater treatment system into its drilling
operations to ensure that the drilling fluids
used do not affect the water quality of the
surrounding water bodies when released.
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The problems associated with the combined
impact of the Group’s activities and local
weather are considered by the Group. The
climate system and water environment of
the Project SC49 area were assessed at the
planning stage, and the risk of water pollution
by siltation was identified. The project site
is situated within a Type 3 climate, which is
categorised by the Philippine Atmospheric,
Geophysical and Astronomical Services
Administration (“PAGASA”). Type 3 climate
is characterised by no pronounced seasons,
relatively dry from November to April and wet
for the remainder of the year. Sediments in
the well construction sites that are washed
out by storm runoff can potentially pollute
the streambeds, and so the well sites are
provided with appropriate silt traps and
siltation ponds to settle sediments and reduce
silt deposition in the streambeds.

Air Emission

The principal activities of the Group in 2017
had a minor impact on air quality. This section
focuses on communicating the impact on air
quality during oil exploration and development.
Dust generated from well site preparation
and vehicle movement, nitrogen oxide and
sulphur oxide emissions from rig engines
and vehicles, and the slow release of carbon
monoxide and hydrogen sulphide from drilling
sites were identified as the major emissions
during exploration and development that
causing a negative impact on air quality. Dust
particulates can be generated from the mixing
unit during the formation of drilling mud and
feeding cementing materials into the cutting
bottle; moving vehicles can also cause the
uplift and suspension of dust. Regular water
spraying is applied to restrict dust suspension
from the above-mentioned sources. Nitrogen
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oxide and sulphur oxide are formed from fuel
combustion in diesel engines of drill rigs and
vehicles.

The Group requires well drilling contractors
to complete tasks with rig engines in
immaculate conditions. Certificates or
inspection reports of each rig are provided
to certify the qualification of the operating
equipment. Regular monitoring is also applied
to ensure equipment and vehicles are in good
working condition in order to maintain energy
efficiency.

As there were no oil production activities
during the Reporting Period, no significant
air emissions were produced. The Group
has started preparing the estimation of the
vehicular emission during the Reporting
Period. The vehicular emission will be
reported in future.
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2.5. Greenhouse Gas (GHG) Emissions

The Group recognises the importance of
greenhouse gas (“GHG”) emission control.
Direct GHG emissions include direct carbon
dioxide, methane and nitrous oxide. During
the Reporting Period, fossil fuel burning
and purchased electricity consumption were
identified as the major sources of direct
GHG emissions (scope 1) and indirect GHG
emissions (scope 2) respectively from the
Group.

During the Reporting Period, the Group
consumed 9.3 metric tons of diesel,
equivalent to 25 CO,e metric tons (scope 1),
and purchased 43,292.9 kWh of electricity,
equivalent to 21.8 CO,e metric tons (scope 2).

Sustainable Community

The Group firmly believes that listening and
responding to concerns raised by local communities
where the Group operates enables all parties to
constructively resolve potential disagreements and
to avoid disruption to the Group’s activities. The
Group responds to community and stakeholder
concerns and deals with concerns by acting on their
commitments. The Group complies with local and
relevant regulations to minimize its impacts, and the
Group adopts an open-minded attitude to further
generate positive impacts on local communities.
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The concerns and expectation of local communities
are studied by conducting Information, Education
and Communication (“IEC”) activities at the
beginning stages of the Group’s projects. The
benefits and potential impacts are shared to local
communities to provide a broader picture of related
projects. Mitigation measures for environmental
and social concerns are also prepared before IEC
activities to communicate with local residents and
address their concerns at the beginning stages.

The Group creates temporary employment
opportunities for local communities. Employing local
people can facilitate projects and the interaction
between the Group and local communities, while
the Group provides opportunities for people in local
communities who are willing to work in the oil and
gas industry. The generation of work and livelihood
opportunities is a benefit that the Group is confident
it can continue to foster.

The Social Development Program which is
integrated in the EIS, is the foundation of
the Group’s Corporate Social Responsibility
commitments. The program provides assistance to
residents living near project sites including but not
limited to medical, cultural, social and even personal
assistance. The Group’s employees are also
encouraged to immerse into the community to foster
closer relationship with locals. Community meetings
are conducted regularly to obtain feedback from
people, update them on project progress, inform
them about benefits (e.g. employment) derived from
projects and solicit any grievances they might have
so that immediate solutions can be applied before
these deteriorate into conflicts.
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The Group supports various activities with
objectives that match the Group’s core values.
During the Reporting Period, the Group ran the
following initiatives:

. Sponsored the 160th Parish Fiesta
celebrations in the Kawayan Festival held in
Alegria, Cebu to pay homage to the Patron
Saint, Saint Francis Xavier

. Sponsored the LGU Christmas Party

. Organized tree planting activities to foster a
greener environment

. Donated bags of rice and corn to local
municipalities as part of PPIG’s Local Social
Welfare Program
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Local Christmas Party Sponsored
by The Group

M CAllr HEARTAE™

2017

Tree Planting Activity
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The Parish Fiesta Celebration in Kawayan Festival
Sponsored by the Group
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Rice Distribution for PPIG
Local Social Welfare Program
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Bfe1 ((RE - HERERBEEDAERR

Subject Areas, Aspects, General Disclosures and KPls

TRER BE > -REBERBRENES

[FETHERE R

A. Environment
A BH

Section Reasons for Omissions
Eff EHRE

Aspect A1: Emission

BEA1 : HRY

General Disclosure

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to air and greenhouse
gas emissions, discharges into water and
land, and generation of hazardous and non-
hazardous waste.

Note: Air emissions include NOx, SOx, and other
pollutants regulated under national laws and
regulations.

Greenhouse gases include carbon dioxide,
methane, nitrous oxide, hydrofluorocarbons,
perfluorocarbons and sulphur hexafluoride.
Hazardous wastes are those defined by national
regulations.

— MR

FRBRRRAERBHN  mkkLumEs %

REZEEMNELEN

(a BE: Rk

(b) BETHETARBERZENEREERON

# BRERERERELY RECVRAGRERER
REPIRERNSEY -

BERBRE_AMLE PR &38R SERL
BY - RRICHRRSEULE -
BEREMERZROAAEE -

Sustainable
Environment
RERE
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Subject Areas, Aspects, General Disclosures and KPls

TEEE  BE > -REERBRERER

“Comply or explain” Provisions Section Reasons for Omissions
[ FETRHBRE X B B RE

KPI'A1.1 | The types of emissions and respective | Air Emission The major operation
FRENIE | emissions data. EERAE activities during the
ZA1.1 B AR - Reporting Period

were limited to

drilling geological

and engineering
designs, land leasing
and compensation
negotiation, applying
for tree-cutting permits
from the environmental
protection authority

and tendering for site
construction.

During the Reporting
Period, no significant
air emissions were
produced.

The Group has started
preparing the estimation
of the vehicular
emission during the
Reporting Period. The
vehicular emission

will be reported in the
future.
AREBNNTELER
BERNEFINE REW
Rt BB R AR HE,
MIRGREDFToR SR TR R R
RIFGREBAES -
RERESER - REERE
EEERNZERIER -
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—E-LEER

Section Reasons for Omissions
Ef EREE

[ FETRHBRE X
KPI'A1.2 | Greenhouse gas emissions in total | Greenhouse Gas (GHG)
BE#R4EE | (in tonnes) and, where appropriate, | Emissions
ZA1.2 intensity (e.g. per unit of production | & E R &H
volume, per facility).
BERBEINE A E) R (nE
B)EE(MAGEBEN - §IERIS
&) -
KPI'A1.3 | Total hazardous waste produced Not Applicable The major operation
BI#R4EE | (in tonnes) and, where appropriate, | NiEA activities during the
BA1.3 intensity (e.g. per unit of production Reporting Period

volume, per facility).
FEEAEEENES (AEEE) & (10
ER)BE(WAGESEN - BERE
i) -

were limited to

drilling geological

and engineering
designs, land leasing
and compensation
negotiation, applying
for tree-cutting permits
from the environmental
protection authority

and tendering for site
construction.

During the Reporting
Period, no significant
hazardous waste

was produced during
operation.
AREHANEZEER
BERREFE R
Rt BUBREEE
IR R EDFT o SR R R
RIFGREBAES -
RRESHA - AEERNE
EREPIRELEERRE
BRREY o
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“Comply or explain” Provisions

TEEE  BE > -REERBRERER

Section Reasons for Omissions
Ef EREE

[ FE TR R
KPI A1.4 | Total non-hazardous waste produced | Solid Waste
BISR4EIE | (in tonnes) and, where appropriate, | Management
ZA1.4 intensity (e.g. per unit of production | EIREEEYIEIE
volume, per facility).
EEREEENEE (UEE) R
HR)RE(ABESEN - BRI
FHE) .
KPI A1.5 Description of measures to mitigate Air Emission;
B#4E s | emissions and results achieved. Greenhouse Gas (GHG)
1FA1.5 R E MR R AERER - Emissions
RN REREHN
KPI' A1.6 | Description of how hazardous and Solid Waste
#4E IS | non-hazardous wastes are handled, | Management
ZA16 reduction initiatives and results EBEnER
achieved.
HRERESRESEENNGE R’
BEEEENREERAFRE -
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Subject Areas, Aspects, General Disclosures and KPls

TEEE  BE > -REERBRERER

Aspect A2:

Use of Resources
[EHA2

BRER

Section Reasons for Omissions
B B RE
General Disclosure Sustainable
Policies on the efficient use of resources, including | Environment
energy, water and other raw materials. ARHERS
Note:  Resources may be used in production, in storage,
transportation, in buildings, electronic equipment,
etc
—MRRE
BRERBR(REER  KREMRENE) MR
i ARARRLE H#F 8% BT BT
B
KPI A2.1 | Direct and/or indirect energy Sustainable
BISE4EIE | consumption by type (e.g. electricity, | Environment
1ZA2.1 gas or oil) in total (kWh in '000s) and | AT#ERE
intensity (e.g. per unit of production
volume, per facility).
RENEASMERR, /SRR (N
B Agh)aRe UNTETREHE)
REE(WABES BN - BHERE
&)
KPI' A2.2 | Water consumption in total and Water Management and
B #245303g | intensity (e.g. per unit of production | Waste Water Treatment
EA2.2 volume, per facility). KEREBMEKEE
BEKERTE(NAGEEEN 58
RiwEtE)
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Subject Areas, Aspects, General Disclosures and KPls

TEEE  BE > -REERBRERER

“Comply or explain” Provisions Section Reasons for Omissions
[ FETRHBRE X B B RE
KPI A2.3 | Description of energy use efficiency | Air Emission
RIRIENUE | initiatives and results achieved. EERAE
12A2.3 AR B B RFTBAK R
KPI A2.4 | Description of whether there is any Water Management and
BESRIE IS | issue in sourcing water that is fit for | Waste Water Treatment
ZA2.4 purpose, water efficiency initiatives | K& RERREKEE
and results achieved.
HALKEGE R KR LRI A EE - A
REBFRKHEERAERR -
KPI' A2.5 | Total packaging material used for Not Applicable The major operation
BIgE4EIE | finished products (in tonnes) and, if | @A activities during the
1EA25 applicable, with reference to per unit Reporting Period

produced
SRS R MR BE (UME)
ROMER) SAEEMEE -

were limited to

drilling geological

and engineering
designs, land leasing
and compensation
negotiation, applying
for tree-cutting permits
from the environmental
protection authority

and tendering for site
construction.

During the Reporting
Period, packaging
material was not
significant for the above
activities.
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Rt BB REFRE
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Subject Areas, Aspects, General Disclosures and KPls
TEER B —REERERENEE

“Comply or explain” Provisions Section Reasons for Omissions
[ FETRHBRE X B B RE

Aspect A3: General Disclosure Sustainable
The Environment and Natural Policies on minimising the issuer’s significant Environment
Resources impact on the environment and natural resources. | A[ESERE
EEA3: —MRE

BERAXAER BEBTAHRERAABREXEAYENHE

KPI A3.1 | Description of the significant impacts | Oil Spill Preparedness
BASREENIE | of activities on the environment and | SRV ERE
2A3.1 natural resources and the actions
taken to manage them.

Bl EREDERERRRERNER
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Subject Areas, Aspects, General Disclosures and KPls
ITEER  BE —RBEERBRENES

“Comply or explain” Provisions Section Reasons for Omissions
[FETHBE R B ERRE

B. Social
B. &
Employment and Labour Practices
BREREIER
Aspect B1: Employment General Disclosure Building a Reliable
BmEB1 : EfE Information on: Workforce
(a)  the policies; and BEUEMET

(b)  compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to compensation
and dismissal, recruitment and promotion,
working hours, rest periods, equal
opportunity, diversity, anti-discrimination,
and other benefits and welfare.
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“Comply or explain” Provisions

Subject Areas, Aspects, General Disclosures and KPls

TREE  BE  —REENBRENER

Section

Reasons for Omissions

[ FETHER R

Aspect B2:
Health and Safety
[EEB2 :

General Disclosure
Information on:
(@)  the policies; and

B

Safety and Health
Management
TR EERER

BRERR

BEEZS (b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to providing a safe
working environment and protecting
employees from occupational hazards.
—RRE
ERRUR2TERERREETRERENREN:
(a) HE: &
(b) BETHBTAREATENRBEERROI
H -
Aspect B3: General Disclosure Building a Reliable
Development and Training Policies on improving employees’ knowledge and | Workforce
EEB3 : skills for discharging duties at work. Description of | & A8 T
BRRIE training activities.
Note: Training refers to vocational training. It may
include internal and external courses paid by the
employer.
—REE
BRRAEIRITIEREN AR RRARNEE - #
MUEFIEE
i BHEBEE . UekhEZNENRIMD
EY
Aspect B4: General Disclosure Building a Reliable
Labour Standards Information on: Workforce
B4 : (a)  the policies; and BEAEMET
S TER (b) compliance with relevant laws and

regulations that have a significant impact on
the issuer relating to preventing child and
forced labour.

—RIKE

BEMILETRRHBTH :

(@) Bk

(b) BETEHRTAREATENRBERNRN
B
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TREE  BE  —REENBRENER

Section

—E-LEER

[ RETRBR R

Operating Practices

EEEN

B

Reasons for Omissions
EHRE

Aspect B5:
Supply Chain Management

General Disclosure
Policies on managing environmental and social

Sustainable
Environment; Safety

EBEBS5 : risks of the supply chain. and Health Management

fEgEE —RRE ZRARFER
ERHERNRERILSRBRBE - AHHERIE

Aspect B6: General Disclosure Product Responsibility | As the major operation

Product Responsibility
[ETHB6 :
EmERE

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to health and safety,
advertising, labelling and privacy matters
relating to products and services provided
and methods of redress.

—MRRE

FHMRAERNRBORESRZS  BS  RER

TREEARBROTEN -

(@ BE: R

(b) BETEHBITAREAZENRBEERRGI
B e

EmAf

activities during the
Reporting Period

were limited to

drilling geological

and engineering
designs, land leasing
and compensation
negotiation, applying
for tree-cutting permits
from the environmental
protection authority

and tendering for site
construction, advertising
and labelling matters
were not significant to
the Group during the
Reporting Period.
BERRERNTELER
BERNEFE RER
FE B RERE
R (R 30 B S R A AR
RAGERAE  NEE
Br BEREEFEY
REEEYFEE -
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TREE  BE  —REENBRENER

Section

Reasons for Omissions

[FETHMEE R

B

B RE

Aspect BT7: General Disclosure Building a Reliable
Anti-corruption Information on: Workforce
EEBT : (@)  the policies; and EENSEMET
RES (b)  compliance with relevant laws and
regulations that have a significant impact on
the issuer relating to bribery, extortion, fraud
and money laundering.
—REE
BRMILER 9% BRFEOAREM
(a) HE: R
(b) BETEHBTAREAZENRBERNIROI
LR
Community
HE
Aspect BS: General Disclosure Sustainable

Community Investment
[EMHBS :
HERE

Policies on community engagement to understand
the needs of the communities where the issuer
operates and to ensure its activities take into
consideration the communities’ interests.

—RBRE
ERNMBE2ER T REEMEHERENRRES
BEDGE B ENRNEE o

Communities
AHELR
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Executive Directors

Mr. Zhao Zhiyong, aged 63, Chairman of the Board,
holds a doctoral degree of economics, majoring in
monetary banking from the Southwestern University
of Finance and Economics. He has over 35 years of
experience in the profession of banking and finance,
investment and business management. He previously
worked for People’s Bank of China. He also held various
positions as General Manager in the securities and fund
custodian department and Branch President of Industrial
and Commercial Bank of China. He was the Chairman of
China Huamao Investment Limited (FFEIZEZIZEBR A 7))
and President of Huamao Fund Management Corporation
Limited (EZEESEERMNBRAF). He is currently the
President of China Wheat (Shenzhen) Equity Investment
Fund Management Limited (FZHCORIDREREESE
IEER A A]). He joined the Group in August 2017.

Mr. Kuai Wei, aged 56, 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 53, 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.
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Mr. Lin Zhang, aged 36, 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. He was appointed as Deputy Chief
Executive Officer of the Group in August 2017.

Independent Non-Executive Directors

Mr. Pai Hsi-Ping, aged 60, holds a bachelor degree in
international trade from the National Chen-Chi University,
Taiwan. He has over 25 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 53, 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 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. Kwan King Chi George, aged 68 holds a Master
Degree of Science (Finance) with Honours from the
National University of Ireland and a Bachelor Degree
of Business Administration from the Royal Melbourne
Institute of Technology. He also obtained a Doctoral
Degree of History from the Wuhan University in 2016.
He has over 40 years of experience in the profession
of banking and finance, accounting, investment and
business management. He had been the Assistant
General Manager and Chief Operation Officer of ICBC
(Asia) Limited, the Senior Vice President and Head of
Operations of International Bank of Asia Limited (now
Fubon Bank (Hong Kong) Limited), and the Senior
Manager in the International Banking Department of Bank
of Hawaii. Mr. Kwan is a member of The Hong Kong
Institute of Directors. He was appointed as independent
non-executive Director of the Company in November
2014.

Senior Management

Mr. Chan Francis Ping Kuen, aged 59, 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.
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Ms. Zhang Xia, aged 61, 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, hydrocarbon
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. She is currently
the Vice Dean of Sinotech Research Institute.

Mr. Wang Dengwen, aged 48, Deputy General Manager
and Chief Engineer of China International Mining
Petroleum Company Limited (subsidiary of the Company),
Philippines Branch, joined the Company in January 2016.
He holds a bachelor degree from University of Petroleum
(East China), majoring in geophysical prospecting and
a master degree in geologic engineering from University
of Petroleum (Beijing). Prior to joining the Company,
Mr. Wang worked for Shandong Kerui Group as Dean
of Petroleum Engineering Technology Institute where
he managed geological research, reserves estimation,
development program design, economic evaluation, oil
well sand control technology, oil well paraffin control
technology, oil well nitrogen injection technology etc.
for 27 blocks in 18 countries, including Kazakhstan,
Republic of Dagestan, Trinidad and Tobago, Columbia,
Gabon, Albania, Mexico, Sudan, Tadzhikistan and
Indonesia. He also worked for Production Department
and Geological Center of Dongsheng Oil Company and
geological institute of Gudao Oil Production Plant, Shengli
Oilfield, SINOPEC as Senior Engineer, Chief Geologist
and Deputy Director. Mr. Wang is responsible for
implementing exploration and development strategies of
the Company’s oil and gas fields, monitoring production
operations, applying hydrocarbon recovery engineering
technology to downhole operations and taking care of
QHSE issues etc.
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Mr. Chen Hao, aged 59, Philippines Country Manager
and General Manager of China International Mining
Petroleum Company Limited (Subsidiary of the Company),
Philippines Branch, joined the Company in September
2016 as Deputy Chief Geologist of Sinotech Polyard
Institute. He graduated from the Geology Department of
Northwest University, majored in petroleum and natural
gas exploration. He has devoted himself to geological
research on progressive exploration and development of
petroleum for 35 years. He possesses rich experiences in
geological research and planning design for progressive
exploration and development of complex fault-block
reservoir, carbonate reservoir and igneous rock reservoir
as well as hydrocarbon reserves management. He was
the Deputy Dean of Zhongyuan Oilfield Exploration and
Production Research Institute under SINOPEC and Chief
Subsurface Consultant of Eco Orient Resource (Thailand)
Ltd. under Hong Kong and China Gas Company Limited.
He was involved in geological research on progressive
exploration and development of petroleum in Dongpu
Depression, Ordos Basin, Muglad Basin in Sudan, Tarim
Basin, Phetchabun Basin in Thailand and Cebu Basin
in the Philippines. He had won four Science Technology
Progress Awards under CNPC and SINOPEC and was
the Senior Consultant for the Editorial Department of an
academic journal titled “Fault-Block Oil & Gas Field”. Mr.
Chen is a member of the Chinese Petroleum Society (CPS)
and the Society of Petroleum Engineers (SPE).
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Mr. Zhou Jintang, aged 53, 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 QOilfield 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 Deputy Chief Geologist of Sinotech
Research Institute 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.

Mr. Wang Shuquan, aged 51, graduated from
Guangdong Petroleum College (major in Petroleum
Geology) and Jianghan Petroleum Institute (now called
Yangtze University, major in Petroleum Engineering).
He has over 20 years of experience in operational skills
in geological supervision and management. He joined
the Company as Geologic Director in July 2014. Mr.
Wang is an expert in the on-site geological production
and management, familiar with technology of on-site
geological logging, strata of continental, marine and their
transitional facies, geosteering technology of horizontal
wells, mud logging and DST, identification and evaluation
of traces of oil, gas and water at sites, HSE management
system and quality standards system. He had working
experience in various regions including Jianghan
Basin, Nanyang Basin, Xiangzao Sag, Tarim Basin,
Bohai Bay Basin, Sichuan Basin, Songliao Basin and
Northern Jiangsu Basin. Mr. Wang was also appointed
as the Geologic Supervisor or Geologic Director of
CNODC Sultan No.6 Block, CNOOC Myanmar project,
CNODC Mauritania project, SIPC Algeria project, CNPC
Turkmenistan Amu Darya gas project, SIPC Myanmar
project and Iran Yada project Phase |I.
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The Directors would like to submit their report together
with the audited consolidated financial statements for the
year ended 31 December 2017.

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, provision of technical services and trading
of petroleum-related products. The principal activities of
its subsidiaries are set out in note 32 to the consolidated
financial statements. An analysis of the Group’s
performance for the year by business and geographical
segments is set out in note 12 to the consolidated
financial statements.

Results

The results of the Group for the year are set out in the
consolidated statement of profit or loss on page 101.

Risk Factors

The Group’s business and financial performance may be
affected by risks and uncertainties as set out below. Such
risks are by no means exhaustive and there may be other
risks which are not known to the Group.

1. Price Fluctuation of Crude Oil Risk

The Group is engaged in the exploration and
development of oil and natural gas and trading of
petroleum-related products. The prices of crude oil,
natural gas and refined products in the international
market are affected by various factors such as
changes in demand and supply of oil and gas and
the general state of the global economy, which
could adversely affect the valuation of the projects
and financial results of the Group.
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2. Overseas Investment Risk

As the Group’s principal investment projects are
all located in the Philippines, it is subject to the
influences of the stability of the local political
environment, taxation policies and other legal and
regulatory requirements. The Group will continue
to mitigate the concentration investment risk by
exploring other investment opportunities in other
countries.

3.  Operational Risk

Oil and gas exploration and development involve
hazard risks such as accidents, personal injuries or
death, property and environment damages, natural
disasters such as typhoon and tsunami etc., which
may cause stoppage and losses to the operations.
The Group has implemented a HSE (Health,
Safety and Environment) management system
which requires strict compliance by the employees,
contractors, sub-contractors, suppliers and third
party personnel working on the Group’s project
sites or facilities.

4. Financial and Capital Risk

The Group also faces financial risks including
foreign currency risk, interest rate risk, credit risk
and liquidity risk as well as capital risk, details of
which are set out in note 31 to the consolidated
financial statements.
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Environmental Policies and Performance

The Group’s operations are subject to the environmental
laws and regulations in relation to the oil and gas
exploration and development in the Philippines. An
independent environmental consultant is engaged by the
Group to conduct environmental impact assessments
at all of the projects, which are submitted to the
Department of Environment and Natural Resources
(DENR) for approval. After satisfying the requirements
in the application, and with the recommendation of the
Environmental Management Bureau (EMB), the DENR
will grant the Environmental Compliance Certificate (ECC)
to the project. With the issue of the ECC, the Group will
need to implement measures to protect and mitigate
the project’s adverse impacts on community health,
welfare and the environment throughout all phases of the
project. The Group is required to secure all necessary
permits in areas such as hazardous waste materials
and wastewater management and control, transportation
of oil, drainage systems and road networks etc. The
environmental consultant and Company team will ensure
the compliance of the project with the requirements of the
ECC conditions. The Group has also put in place a strict
HSE management system in the protection of health,
safety and environment. The Group is in compliance in all
material aspects with the applicable environmental laws
and regulations in the Philippines.

Dividends

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

Details of movements in the reserves of the Company
during the year are set out in note 34(i) to the
consolidated financial statements. Details of movements
in the reserves of the Group during the year are
presented in the consolidated statement of changes in
equity on page 105.

Property, Plant and Equipment

Details of movements in the property, plant and
equipment of the Group are set out in note 13 to the
consolidated financial statements.

Convertible Bonds

Details of movements in the convertible bonds of the
Company are set out in note 23 to the consolidated
financial statements.

Share Capital

Details of the movements in share capital of the Company
are set out in note 26 to the consolidated 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.
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Distributable Reserves

Details of distributable reserves of the Company at
31 December 2017 are set out in note 34(i) to the
consolidated 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 2017 is set out on page 228 of the annual
report.

Memorandum of Understanding in respect of
a Possible Subscription

On 11 March 2017, the Company and China Wheat
(Shenzhen) Equity Investment Fund Management Limited
(PERORINEEREESEEER2AA]) (the “Subscriber”)
entered into a memorandum of understanding pursuant
to which the Company agreed to allot and issue
900,000,000 subscription shares to the Subscriber at a
cash price of HK$0.414 per share pursuant to the formal
agreement to be negotiated between the Company
and the Subscriber. According to the supplemental
memorandums of understanding entered into between the
Company and the Subscriber, all terms and conditions set
out in the memorandum of understanding were extended
and remained in effect until 30 June 2017. However, the
Company and the Subscriber, after further negotiations,
agreed to terminate the memorandum of understanding
with effect from 30 June 2017.

Further details of the above are explained in the
Company’s announcements dated 12 March 2017, 25
April 2017, 31 May 2017 and 30 June 2017.
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Directors

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

Executive Directors:

Mr. ZHAO Zhiyong (appointed on 25 August 2017)
Mr. KUAI Wei

Mr. LAl Chun Liang

Mr. LIN Zhang

Independent Non-executive Directors:
Mr. PAI Hsi-Ping

Ms. XIE Qun

Mr. KWAN King Chi George

By virtue of Articles 83(3), 84(1) and 84(2) of the
Company’s Articles of Association, Mr. Zhao Zhiyong,
Mr. Kwan King Chi George and Mr. Lai Chun Liang 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.

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 2017.
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Permitted Indemnity Provision

Pursuant to the Company’s Articles of Association,
every Director shall be entitled to be indemnified out of
the assets of the Company against all loss or liabilities
(the Companies Ordinance (Cap. 622)) which he/she
may sustain or incur in or about the execution of the
duties of his/her office or otherwise in relation thereto.
The Company has arranged appropriate Directors’ and
officers’ liability insurance coverage for the Directors and
officers of the Group.

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 75
to 80 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 2017, 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 2017, 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
AT EB RO E
(Note 1)

(Btat1)

Silver Star Enterprises 1,890,295,931 (L)
Holdings Inc. (Note 2)
(Mfzt2)

Lam Nam 1,890,295,931 (L)
PR (Note 2)
(Btzt2)

48,480,000

Haitong International

250,000,000 (L)

Securities Company (Note 3)
Limited (K1a£3)
RBERESERAT
Shu Xin 152,580,000
Eag
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percentage
Capacity of interest
54 BAERESH
Beneficial owner 64.35%
EnEEA
Interest of a 64.35%
controlled corporation
SRl N ol
Beneficial owner 1.65%
EnEEA
Beneficial owner 8.51%
EnEEA
Beneficial owner 5.19%
EnEEA



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. Mr.
Lam Nam is deemed to be interested in 1,890,295,931
shares held by Silver Star Enterprises Holdings Inc.

38 These shares may be alloted 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 2017, 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 and
Debentures

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.
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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.

Auditor

The consolidated financial statements for the year have
been audited by Confucius International CPA Limited
who will retire and, being eligible, offer themselves for re-
appointment at the forthcoming annual general meeting
of the Company.

Confucius International CPA Limited was appointed as
the independent auditor of the Group with effect from 5
December 2018 in place of Pan-China (H.K.) CPA Limited
immediately following its removal and to hold office until
the conclusion of the forthcoming annual general meeting
of the Company.

Pan-China (H.K.) CPA Limited was the auditor of the
Company for the past 3 years. Saved as disclosed above,
there were no other changes in auditor of the Company
during the past three years.

On behalf of the Board
Zhao Zhiyong

Chairman

Hong Kong, 18 December 2018
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Certified Public Accountants

TO THE MEMBERS OF
POLYARD PETROLEUM INTERNATIONAL GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements
of Polyard Petroleum International Group Limited (the
“Company”) and its subsidiaries (collectively referred
to as the “Group”) set out on pages 101 to 227, which
comprise the consolidated statement of financial position
as at 31 December 2017, and the consolidated statement
of profit or loss, the consolidated statement of profit or
loss and other comprehensive income, the consolidated
statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including
a summary of significant accounting policies.

In our opinion, the consolidated financial statements
give a true and fair view of the consolidated financial
position of the Group as at 31 December 2017, and of its
consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements
of the Hong Kong Companies Ordinance.
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Basis for Opinion

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

Material Uncertainty Related to Going
Concern

The accompanying consolidated financial statements for
the year ended 31 December 2017 have been prepared
assuming that the Group will continue as a going
concern. We draw attention to note 3 to the consolidated
financial statements which indicates that the Group
incurred a net loss attributable to owners of the Company
of approximately HK$31,992,000 for the year ended 31
December 2017 and, as of that date, the Group had
net current liabilities of approximately HK$132,088,000.
These conditions indicate the existence of a material
uncertainty that may cast significant doubt on the Group’s
ability to continue as a going concern. Management’s
arrangements to address the going concern issue are
also described in note 3 to the consolidated financial
statements. The consolidated financial statements do
not include any adjustments that might result from the
outcome of this uncertainty. Our opinion is not modified
in respect of this matter.
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Key Audit Matters

Key audit matters are those matters that, in our
professional judgement, were of most significance in
our audit of the consolidated financial statements of
the current period. These matters were addressed in
the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on
these matters. In addition to the matter described in the
Material Uncertainty Related to Going Concern section,
we have determined the matters described below to be
the key audit matters to be communicated in our report.

The key audit matter

Impairment assessment of interests in a joint venture
and amounts due from parties to a joint venture

As disclosed in notes 15 and 18 to the consolidated
financial statements, the Group had interests in a joint
venture of approximately HK$357,470,000 which is
engaged in exploration, exploitation and development
of oil and gas in the Philippines and amounts due
from parties to the joint venture of approximately
HK$36,605,000 as at 31 December 2017. The directors of
the Company had engaged an independent professional
valuer to assist them in their impairment assessment
in relation to the interests in the joint venture as at
31 December 2017 and as a result of the impairment
assessment had recognised in the consolidated statement
of profit or loss for the year ended 31 December
2017, a reversal of impairment loss in respect of the
interests in the joint venture amounting to approximately
HK$20,880,000 attributable to the Group’s interests in the
joint venture.
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In addition, the amounts due from parties to the joint
venture are secured by the parties’ participating interests
in the joint venture. The directors of the Company were of
the opinion that there was no impairment of the amounts
due from parties to the joint venture as at 31 December
2017 as, based on the carrying amounts of the interests
in the joint venture, the recoverable amount of such
interest attributable to the parties’ participating interests
in the joint venture exceeded the carrying amount of the
amounts due from parties to the joint venture as at 31
December 2017.

How our audit addressed the key audit matter

Our procedures in relation to the valuation assessment
of the impairment assessment of interests in the joint
venture and amounts due from parties to the joint
venture.

— We discussed with management of the Company
and the independent professional valuer engaged
by the Company the valuation methodology,
bases and assumptions used in determining the
recoverable amount of the interests in the joint
venture.

— We checked the objectivity, competence, capability
and independence of the valuer.

- We assessed the reasonableness and appropriateness
of the adopted valuation methodology, bases and
assumption used in arriving at the recoverable
amount of the interests in the joint venture.

- We conducted a site visit to the oil production
facilities operated by the joint venture.

= We checked the mathematical accuracy of the
valuation.
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Other Information

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

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

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

Responsibilities of the Directors and
Those Charged with Governance for the
Consolidated Financial Statements

The directors of the Company are responsible for the
preparation of the consolidated financial statements that
give a true and fair view in accordance with HKFRSs
issued by the HKICPA and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary
to enable the preparation of the consolidated financial
statements that are free from material misstatement,
whether due to fraud or error.
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In preparing the consolidated financial statements, the
directors are responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going
concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or
have no realistic alternative but to do so.

Those charge with governance are responsible for
overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

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

As part of an audit in accordance with HKSAs,
we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:
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identify and assess the risks of material
misstatement of the consolidated financial
statements, whether due to fraud or error, design
and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the
override of internal control.

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

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

conclude on the appropriateness of the directors’
use of the going concern basis of accounting and,
based on the audit evidence obtained, whether
a material uncertainty exists related to events or
conditions that may cast significant doubt on the
Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the
date of our auditor’s report. However, future events
or conditions may cause the Group to cease to
continue as a going concern.
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Independent Auditor’s Report
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- evaluate the overall presentation, structure and
content of the consolidated financial statements,
including the disclosures, and whether the
consolidated financial statements represent the
underlying transactions and events in a manner that
achieves fair presentation.

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

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

We also provide those charged with governance with
a statement that we have complied with relevant
ethical requirements regarding independence, and to
communicate with them all relationships and other
matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

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

The consolidated financial statements of the Group for
the year ended 31 December 2016 were audited by
the previous auditors of the Group who expressed an
unmodified opinion on those statements on 20 March
2017.

Confucius International CPA Limited
Certified Public Accountants

Wong Kam Hing

Practicing Certificate Number: P05697
Hong Kong

18 December 2018
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Statement of Profit or Loss

&
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For the year ended 31 December 2017
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—E-LEER

Notes HK$’000 HK$’000
Mtat BT T BT
Turnover =101 5 - —
Other income EH U A 5 1,276 143
Administrative and other operating T % Bt 2 48
expenses iz (27,973) (37,013)
Finance costs BhE R A 6 (19,135) (18,737)
Impairment losses recognised on FIEE B IR T R
deferred exploration expenditure BEREE 16 (717) (25,548)
Impairment losses recognised on LA & N R FIBRER 2
amounts due from associates WIEEE 17 (20) (16,287)
Share of results of associates iy /NS 14 - (27,436)
Share of results of a joint venture JEhEEREES 15 20,880 102,376
Loss before income tax MRETSBiATES 18 7 (25,689) (22,502)
Income tax credit Frisfis e 8 631 663
Loss for the year TEEFE (25,058) (21,839)
Attributable to: PElL
Owners of the Company ZN/NIE 2SN (31,992) (51,694)
Non-controlling interests eI S M RE R 6,934 29,855
(25,058) (21,839)
Loss per share BREE 10
— Basic (in HK cents) — EARGEA) (1.09) cents fili  (1.80) cents 1l
— Diluted (in HK cents) — EEEOBL) (1.09) cents il (1.80) cents 1L

The accompanying notes form an integral part of these

consolidated financial statements.

BEM < M ERASR A MIERER 2 —&F 0 -
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Polyard Petroleum International Group Limited BHAMBEREBEGREAT

HK$’000 HK$°000
BT T BT
Loss for the year rEEEFR (21,839)
Other comprehensive income (expense) Ht2EWK(XH)
Items that may be reclassified 8 I EE st ik S g e
subsequently to profit or loss: HA ¢
Exchange differences on translation of BREBINSEBREEZ
foreign operations MEH =58 (1,511)
Total comprehensive expense AEEEEXH
for the year FEEC] (23,350)
Attributable to: L
Owners of the Company KRBER A (53,231)
Non-controlling interests IEEHIME RS 29,881
(23,350)
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Notes
HfaE

NON-CURRENT ASSETS FRBEE

Property, plant and equipment W - B K& 13

Interests in associates i NI 14

Interests in a joint venture NEERE R 15

Deferred exploration expenditure RIE PR X 16
CURRENT ASSETS REBEE

Amounts due from associates JE B 2 N B FRIE 17

Other receivables Hofth fE U GRIE 18

Cash and cash equivalents RekReEEY 19
CURRENT LIABILITIES REAE

Other payables Efth fE{ /I8 20

Amounts due to directors B EE KA 21

Amounts due to a shareholder Ji& - A% 3R 5K 08 22

Convertible bonds Al AR E S 23

Obligations under finance leases MEMEEMT

— current portion —mENEB A 25

NET CURRENT LIABILITIES %%ﬁ_i}‘b__ﬁ_[ﬁ_ ____________________________
TOTAL ASSETS LESS CURRENT  #ABERAE

LIABILITIES afE

HK$°000
BT T

912

330,768

331,680

(16,153)
(735)

(9)
(98,874)

(163)

(115,934)

103



mEMBRRE

As at 31 December 2017
R-ZF—+F+=-A=+—H
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Notes HK$’000 HK$’000
Mat BT T BT
NON-CURRENT LIABILITIES FRBAE
Amounts due to a shareholder FEASH AR R 5RIA 22 —
Convertible bonds AT E S 23 (47,086)
Deferred tax liabilities RIERIBAE 24 (667)
Obligations under finance leases MEMEEMT
— non-current portion —IEmEN B 25 (214)
(47,967)
NET ASSETS FEE 207,997
CAPITAL AND RESERVES MRA R k4
Share capital [N 26 117,502
Reserves &1 47,329
Equity attributable to owners ZN/NEIEZS DN
of the Company FE(hHER 164,831
Non-controlling interests FEIE S MR 43,166
TOTAL EQUITY R 207,997
Approved and authorised for issue by the Board of KEFEERN T N\F+_ATN\BZEREET
Directors on 18 December 2018. e
KUAI Wei LIN Zhang EF EF
Director Director Bz WE
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Attributable to owners of the Company
RAAWENEL

Convertible Non-

Share Share Special  Exchange honds  Accumulated controlling
capital premium reserve reserve reserve losses Total interests
78R FHE

Re  RGEE  GHRE  ENEE  ERRE  ZifEE it Ex

HKSO00  HKSOOO  HKSOO0  HKSOOO  HKSO000  HKSOOD  HKSO00  HKSOOD  HKS000
4T BT Bk BETT BT BRI BET BRT HETh

At 1 January 2016 N=5-7F-F-H 111,502 941937 985 23) 634 (901,699) 153,336 13,285 166,621
(Loss) proft for the year Em(E8)RH - = = = - (G169 (51694 285 (218%9)
Other comprehensive (expense) income ZEEE M2 (1)U

forthe yeer - - - - - 1) % (15M)

Total comprehensive income (expense)  AEE2FNE (48

forthe year S = —E) — B RBB) B% B
Issue of shares under share subscripton K AZEE TR 6,000 56,075 = = = = 62,075 - 62,075
Recogition of equity componentof AT AREFERTR

convertible bonds - - - - 3488 - 3488 - 3488
Deforred tax iabilty on recognifon of BT WAREFEETAZ

equity component of convertible bonds  EEFARE - = = = (837) = (837) = (837)
At 31 December 2016 RB-ETZAZ1-R 117,502 998,012 985 (1,560) 3285 (953,393) 164,831 43,166 207,997
At 1 January 2017 WE-t5-f-8 117,502 998,012 985 (1,560) 3285 (953,399) 164,831 43,166 207,997

(Loss) prfi for the year R (BR)aH - - - - - (0 (3199 6934 (25089)

Other comprehensive income KEREP2ENE

for the year - - - 1,575 - - 1,575 555 2430

Total comprehensive income (expense) ~ ZEEREYE(L )48
forthe yer - . T S ) M T 2

At 31 December 2017 RIE-tEToAz-B | M50 998,012 985 15 3285 (085,385) 134414 50,655 185,069
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Polyard Petroleum International Group Limited

BHAHEBRERRRAE

OPERATING ACTIVITIES

Loss before income tax

Adjustments for:

Interest income

Interest expense

Depreciation

Share of results of associates

Share of results of a joint venture

Impairment losses recognised on
deferred exploration expenditure

Impairment losses recognised on amounts
due from associates

REEK

B PS5 AT B 1R
HE

S A

B3

e

i3 NSIES
EIERERRER
SAEE RN RFA S R
HEER

B Wil 1 R SR RERR
HIEE1R

Operating loss before movements in
working capital

(Increase) decrease in other receivables

Increase in amounts due from associates

Increase in other payables

LEETEHA
ZREER

H At & RIR (3B 40 R
& L Hgt i R B SRIRAE AN
HoAth JE A FRIRIE 0

NET CASH USED IN OPERATING
ACTIVITIES

INVESTING ACTIVITIES

Interest received

Additional investment in a joint venture
Purchase of property, plant and equipment
Payments of exploration expenditure
Advance to parties to a joint venture

T HE

REEH

R EFS)
REEEEIBINEE
BEVE  BEER
BRFIZ (5K
BNAERET

NET CASH USED IN INVESTING
ACTIVITIES
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HK$’000
BETT

HK$°000
BETT

(22,502)

(18)
18,737
318
27,436

(102,376)

25,548
16,287
(36,570)

6,073

(30)
6,306

(24,221)
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For the year ended 31 December 2017
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—tFFH

HK$’000 HK$°000
BT T BT

FINANCING ACTIVITIES MEEH
Net proceeds from issue of ordinary shares 377X EALFT S 7B F 58 — 62,075
Net proceeds from issue of convertible bonds #1TAJRMR(EH TS FHIRFRE — 48,414
Interest paid BATFLE (14,980) (11,022)
Advance from (repayment to) directors KE(EE)EFBN 5,319 (656)
Advance from (repayment to) a shareholder KB (8% )RR 40,861 (1,569)
Repayment of obligations under finance BMEMREEFAER

leases (162) (155)
NET CASH GENERATED FROM METHEEZ
B RERE L SILIEE [ Stlel
NET DECREASE IN CASH RERASEEY

AND CASH EQUIVALENTS AL EE (1,210) (45,573)
CASH AND CASH EQUIVALENTS AT FHNZRER

BEGINNING OF THE YEAR REeEZEY 4,698 51,774
Effect of foreign exchange rate changes INEIEREE) o B 1,406 (1,503)
CASH AND CASH EQUIVALENTS AT END HX&2HE&R

OF THE YEAR REEEY 4,894 4,698
ANALYSIS OF THE BALANCES OF CASH H&RBEEZEYZ

AND CASH EQUIVALENTS HEEAD
Cash and bank balances e RIRTTEE 4,894 4,698
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Polyard Petroleum International Group Limited

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 GEM 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 801-802, 8/F, Shanghai
Industrial Investment Building, 48-62 Hennessy
Road, Wanchai, Hong Kong. The parent company
of the Company is Silver Star Enterprises Holdings
Inc. (incorporated in the British Virgin Islands) and
the Company’s ultimate controlling party is Mr. Lam
Nam.

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.

These consolidated financial statements are
presented in Hong Kong dollars (“HK$”), which is
also the functional currency of the Company.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”)

Amendments to HKFRSs that are mandatory
effective for the current year

In the current year, the Group has applied for the
first time the following amendments to HKFRSs that
are mandatorily effective for an accounting period
that begins on or after 1 January 2017:

HKAS 7 (Amendments) Disclosure Initiative

HKAS 12 (Amendments) Recognition of Deferred Tax Assets
for Unrealised losses

HKFRSs (Amendments) Annual Improvements to HKFRSs
2014-2016 Cycle

The application of these amendments to HKFRSs in
the current year has had no material impact on the
Group’s financial performance and position for the
current and prior years and/or on the disclosures
set out in these consolidated financial statements.

e M| RME
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

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

New and amendments to HKFRSs in issue but
not yet effective

The Group has not early applied the following new
and revised HKFRSs, amendments to HKFRSs and
new interpretations (“new and revised HKFRSs”)
that have been issued but are not yet effective.

HKFRS 9 Financial Instruments’

HKFRS 15 Revenue from Contracts with
Customers'

HKFRS 16 Leases?

HKFRS 17 Insurance Contracts®

HKFRS 2 (Amendments) Classification and Measurement of
Share-based Payment
Transactions’

HKFRS 4 (Amendments) Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts’

HKFRS 9 (Amendments) Prepayment Features with Negative

Compensation?
HKFRS 10 and HKAS 28 Sale or Contribution of Assets between
(Amendments) an Investor and its Associate

or Joint Venture*

HKAS 28 (Amendments) Long-term Interests in Associates and
Joint Venture?

HKAS 19 (Amendments) Plan Amendment, Curtailment or
Settlement 2

HKAS 40 (Amendments) Transfers of Investment Property’

HKFRSs (Amendments) Annual Improvements to HKFRSs
2014-2016 Cycle!

HKFRSs (Amendments) Annual Improvements to HKFRSs
2015-2017 Cycle?

HK(IFRIC) Interpretation 22  Foreign Currency Transactions and
Advance Consideration’

HK(IFRIC) Interpretation 23  Uncertainty over Income Tax
Treatments?

i Effective for annual periods beginning on or after 1
January 2018.

2 Effective for annual periods beginning on or after 1
January 2019.

9 Effective for annual periods beginning on or after 1
January 2021.

4 Effective date has not yet been determined.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

HKFRS 15 Revenue from Contracts with
Customers

HKFRS 15 establishes a single comprehensive
model for entities to account for revenue arising
from contracts with customers. HKFRS 15 will
supersede the current revenue recognition
guidance including HKAS 18 “Revenue”, HKAS
11 “Construction Contracts” and the related
Interpretations when it becomes effective.

The core principle of HKFRS 15 is that an entity
should recognise revenue to depict the transfer
of promised goods or services to customers in an
amount that reflects the consideration to which
the entity expects to be entitled in exchange
for those goods or services. Specifically, the
standard introduces a 5-step approach to revenue
recognition:

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

. Step 2: Identify the performance obligations in
the contract;

. Step 3: Determine the transaction price;

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

. Step 5: Recognise revenue when (or as)
the entity satisfies a performance
obligation.

Notes to the Consblldated FlnanC|aI Statements
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

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

HKFRS 15 Revenue from Contracts with
Customers (Continued)

Under HKFRS 15, the Group will recognise revenue
when a performance obligation is satisfied, that is,
when ‘control’ of the goods or services underlying
the particular performance obligation is transferred
to the customer.

Far more prescriptive guidance has been added
in HKFRS 15 to deal with specific scenarios.
Furthermore, extensive disclosures are required by
HKFRS 15.

In April 2016, Clarifications to HKFRS 15 were
issued in relation to the identification of performance
obligations, principal versus agent considerations,
as well as licencing application guidance.

Based on preliminary analysis, the Directors of the
Company anticipate that the adoption of HKFRS 15
in the future is unlikely to have a significant impact
on revenue recognition but will result in more
disclosures.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

HKFRS 16 Leases

HKFRS 16 will supersede the current lease
guidance including HKAS 17 Leases and the related
interpretations when it becomes effective.

With regard to lessee accounting, the distinction of
operating leases and finance leases, as required
by HKAS 17, has been replaced by a model which
requires a right-of-use asset and a corresponding
liability to be recognised for all leases by lessees
except for short-term leases and leases of low
value assets.

Specifically, the right-of-use asset is initially
measured at cost and subsequently measured
at cost (subject to certain exceptions) less
accumulated depreciation and impairment losses,
adjusted for any re-measurement of the lease
liability. The lease liability is initially measured at
the present value of the lease payments that are
not paid at that date. Subsequently, the lease
liability is adjusted for interest and lease payments.
Furthermore, the classification of cash flows will
also be affected as operating lease payments
under HKAS 17 are presented as operating cash
flows; whereas, under the HKFRS 16 model, the
lease payments will be split into a principal and an
interest portion which will be presented as financing
and operating cash flows respectively.

With regard to lessor accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17, and continues to require
a lessor to classify a lease either as an operating
lease or a finance lease.
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Polyard Petroleum International Group Limited

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

HKFRS 16 Leases (Continued)

Furthermore, HKFRS 16 requires extensive
disclosures in the financial statements.

As disclosed in note 3, currently the Group
classifies leases into finance leases and operating
leases and accounts for the lease arrangements
differently, depending on the classification of the
lease. The Group enters into leases as the lessee.

HKFRS 16 will primarily affect the Group’s
accounting as a lessee of leases for properties
which are currently classified as operating leases.
The application of the new accounting model is
expected to lead to an increase in both assets and
liabilities and to impact on the timing of the expense
recognition in the statement of profit or loss over
the period of the lease. As disclosed in note 29,
at 31 December 2017 the Group’s future minimum
lease payments under non-cancellable operating
leases amount to approximately HK$1,322,000 for
leased premises and equipment, which is payable
either within 1 year after the reporting date or due
after 1 year but within 5 years. Some of these
amounts may therefore need to be recognised as
lease liabilities, with corresponding right-of-use
assets, once HKFRS 16 is adopted. The Group
will need to perform a more detailed analysis to
determine the amounts of new assets and liabilities
arising from operating lease commitments on
adoption of HKFRS 16, after taken into account the
applicability of the practical expedient and adjusting
for any leases entered into or terminated between
now and the adoption of HKFRS 16 and the effects
of discounting.
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Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (Continued)

Except as described above, the Directors of the
Company considers that the application of the other
new and revised HKFRSs are unlikely to have a
material impact on the Group’s financial position
and performance as well as the financial statements
disclosure in the future.

Principal Accounting Policies
Statement of compliance

The consolidated financial statements have been
prepared in accordance with HKFRSs issued
by the HKICPA. In addition, the consolidated
financial statements include applicable disclosure
requirements of the Rules Governing the Listing
of Securities on the GEM (“GEM Listing Rules”) of
The Stock Exchange of Hong Kong Limited and of
the Hong Kong Companies Ordinance.

: Notes to the Consolldated FlnanC|aI Statements
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3. Principal Accounting Policies (Continued)
Basis of preparation

The consolidated financial statements have been
prepared on the historical cost basis. Historical cost is
generally based on the fair value of the consideration
given in exchange for goods and services.

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

Principal Accounting Policies (Continued)

Basis of preparation (Continued)

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

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

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

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

Going concern

The Group incurred a net loss attributable to owners
of the Company of approximately HK$31,992,000
for the year ended 31 December 2017 and, as of
that date, the Group had net current liabilities of
approximately HK$132,088,000. These conditions
indicate the existence of material uncertainty which
may cast significant doubt on the Group’s ability
to continue as a going concern and therefore, the
Group may not be able to realise its assets and
discharge its liabilities in the normal course of
business.
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3. Principal Accounting Policies (Continued)

Basis of preparation (Continued)

Going concern (Continued)

In order to ensure the Group’s ability to operate as
a going concern, the directors of the Company have
implemented measures as follow:

(i)

118

In relation to the convertible bonds with
principal amount of HK$100,000,000 (“CB A”)
and principal amount of HK$50,000,000 (“CB
B”), subsequent to 31 December 2017, (i) the
Company, its holding Company, Silver Star
Enterprises Holdings Inc. (“Silver Star”), and
Mr. Lam Nam, the ultimate controlling party
of the Company (“Ultimate Controlling Party”
or “Personal Guarantor”) and the holder of
CB A entered into a deed of undertaking
(the “Deed of Undertaking”); and (ii) the
Company, the Personal Guarantor and the
holder of CB A entered into supplemental
deed (the “Supplemental Deed”), together
with the Deed of Undertaking, (“the “Extension
Arrangement”) pursuant to which the parties
agreed that the maturity date of CB A to be
extended from 21 July 2017 to 21 May 2019,
which is subject to the Stock Exchange’s
listing approval.

The Company and holder of CB B also
entered into an amendment deed pursuant to
which both parties agreed that the maturity
date of CB B to be extended from 28 January
2018 to 31 March 2019, which is subject to
the Stock Exchange’s listing approval.
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Principal Accounting Policies (Continued)

Basis of preparation (Continued)

Going concern (Continued)

(ii)

(iii)

The Company has planned and is in
negotiation with potential investors to
raise sufficient funds through fund-raising
arrangement;

On 12 September 2018, China International
Mining Petroleum Company Limited (“CIMP”),
a subsidiary of the Company received a
letter of intent (the “LOI”) from Pilipinas Shell
Petroleum Corporation (“PSPC”), a major
oil refining and marketing company in the
Philippines. Pursuant to the LOI, CIMP may
sell and PSPC may purchase the crude
oil produced by CIMP from Alegria Oil and
Gas Field. Up to the date of the this report,
the Company, CIMP and PSPC are actively
in the process of finalising the terms and
conditions of the formal sales and purchase
agreement. In addition, CIMP has negotiated
with potential service providers in leasing of
oil tanks for storage of crude oil and providing
transportation services of crude oil. The
Company is also maximising its sales effort of
cruel oil, including speeding up the sales of
existing cruel oil inventories and seeking new
sale orders.
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

3. Principal Accounting Policies (Continued)

Basis of preparation (Continued)
Going concern (Continued)

(iv) The Ultimate Controlling Party has also
undertaken to provide adequate funds to
enable the Group to meet its liabilities and
to settle financial obligations to third parties
as and when they fall due so that the Group
can continue as a going concern and carry on
its business without a significant curtailment
of operations for the twelve months from
the date of approving these consolidated
financial statements. In addition, the Ultimate
Controlling Party will not demand the
Company for repayment of such loans until
all other liabilities of the Group had been
satisfied.

(v) The directors of the Company will continue
to implement measures aiming at improving
the working capital and cash flows of the
Group including closely monitoring general
administrative expenses and operating costs.
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Principal Accounting Policies (Continued)

Basis of preparation (Continued)
Going concern (Continued)

The directors of the Company have carried out
a detailed review of the cash flow forecast of the
Group up to 31 December 2019, taking into account
the impact of above measures, the directors of the
Company believe that the Group will have sufficient
cash resources to satisfy its future working capital
and other financing requirements as and when they
fall due in the next twelve months from the date of
this report, and accordingly, are satisfied that it is
appropriate to prepare the consolidated financial
statements on a going concern basis.

Should the Group be unable to continue in business
as a going concern, adjustments would have to
be made to write down the value of assets to
their recoverable amount, to provide for future
liabilities which might arise and to reclassify non-
current assets and liabilities to current assets and
liabilities respectively. The effects of these potential
adjustments have not been reflected in these
consolidated financial statements.
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Principal Accounting Policies (Continued)

Basis of consolidation

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

— has power over the investee;

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

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

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

Consolidation of a subsidiary begins when the
Group obtains control over the subsidiary and
ceases when the Group loses control of the
subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year
are included in the consolidated statement of profit
or loss from the date the Group gains control until
the date when the Group ceases to control the
subsidiary.
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Principal Accounting Policies (Continued)

Basis of consolidation (Continued)

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

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

All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in
full on consolidation.
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Principal Accounting Policies (Continued)
Basis of consolidation (Continued)

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as
equity transactions. The carrying amounts of the
Group’s interests and the non-controlling interests
are adjusted to reflect the changes in their relative
interests in the subsidiaries. Any difference 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.

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.
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e M| RME

Principal Accounting Policies (Continued)

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.

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, in substance,
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.
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3. Principal Accounting Policies (Continued) 3. XEGTERE)
Investments in associates and joint ventures REEQATAREGELEZRE(E)
(Continued)
An investment in an associate or a joint venture REERARNEECEZRETIEHIRER
is accounted for using the equity method from the A E ARHREEhFERRRAER /i)\

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 recognise
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 of disposal) 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)

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 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 a 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, if
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)

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)

(iv)

revenue from sale of goods is recognised
when goods are delivered at the customers’
premises which is taken to be the point in
time when the customer has accepted the
goods and the related risks and rewards of
ownership. Revenue excludes value added
tax or other sales taxes and is after deduction
of any trade discounts;

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

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; and

dividend income from unlisted investments is
recognised when the shareholder’s right to
receive payment is established.
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Principal Accounting Policies (Continued)

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 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 acquisition for the intended use, at the annual
rates as follows:

Over the shorter of
the lease term and 20%

Leasehold improvement

Furniture and fixtures 20%
Equipment 20%-25%
Motor vehicle 20%

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)

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)

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 obligations under finance leases.

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).

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.
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3.

Principal Accounting Policies (Continued)

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)
Foreign currencies (Continued)

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

. 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;

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

. 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.

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 exchange reserve (attributed
to non-controlling interests as appropriate).
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Principal Accounting Policies (Continued)

Exploration and evaluation expenditure

Exploration and evaluation are capitalised and
recognised at cost on initial recognition. Subsequent
to initial recognition, these assets are stated at
cost less any accumulated impairment losses.
Exploration and evaluation expenditures include
the cost of mining and exploration rights and the
expenditures incurred in search for resources as
well as the determination of the technical feasibility
and commercial viability of extracting resources
become demonstrable previously capitalised
exploration and evaluation expenditures are
reclassified as either intangible or tangible assets.
These assets are assessed for impairment before
reclassification.

They are assessed for impairment when facts and
circumstances suggest that the carrying amount of
capitalised exploration and evaluation expenditures
may exceed their recoverable amount.

Impairment of capitalised exploration and
evaluation expenditures

The carrying amount of the capitalised exploration
and evaluation expenditures are reviewed annually
and adjusted for impairment in accordance with
HKAS 36 “Impairment of Assets” whenever one of
the following events or changes in circumstances
indicate that the carrying amount may not be
recoverable (the list is not exhaustive):
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3. Principal Accounting Policies (Continued)

Exploration and evaluation expenditure
(Continued)

Impairment of capitalised 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 whenever
the carrying amount of an asset exceeds its
recoverable amount.
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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.

All other borrowing costs are recognised in profit or
loss in the period in which they are incurred.

Employee benefits

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

Salaries, annual bonuses, paid 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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3. Principal Accounting Policies (Continued)

Employee benefits (Continued)

(i)

138

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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Principal Accounting Policies (Continued)
Employee benefits (Continued)
(iii) Termination Benefits

Termination benefits are recognised when,
and only when, the Group demonstrably
commits itself to terminate employment or
to provide benefits as a result of voluntary
redundancy by having a detailed formal
plan which is without realistic possibility of
withdrawal.

Taxation

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

The tax currently payable is based on taxable
profit for the year. Taxable profit differs from
profit before tax as reported in the consolidated
statement of profit or loss because of items of
income or expense that are taxable or deductible
in other years and items that are never taxable or
deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted
or substantively enacted by the end of the reporting
period.
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3. Principal Accounting Policies (Continued) 3.

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)

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.
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3. Principal Accounting Policies (Continued)

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 to determine whether there is
any indication that those assets have suffered an
impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in
order to determine the extent of the impairment
loss (if any). When it is not possible to estimate
the recoverable amount of an individual asset, the
Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs.
When a reasonable and consistent basis of
allocation cannot be identified, corporate assets are
also allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

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 of disposals and value in use.
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Principal Accounting Policies (Continued)

Impairment of tangible and intangible assets
other than goodwill (Continued)

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.

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.
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Principal Accounting Policies (Continued)

Financial instruments (Continued)

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.

Financial assets

The Group’s financial assets are classified into
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.
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Principal Accounting Policies (Continued)

Financial instruments (Continued)
Financial assets (Continued)
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.

Interest 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 amounts due from associates,
financial assets included in other receivables
and cash and cash equivalents) 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 (Continued)
Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets

Financial assets are assessed for indicators of
impairment at the end of each reporting period.
Financial assets are considered to be impaired
when there is objective evidence that, as a result
of one or more events that occurred after the initial
recognition of the financial asset, the estimated
future cash flows of the investment have been
affected. Objective evidence of impairment could
include:

o significant financial difficulty of the issuer or
counterparty; or

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

. it becoming probable that the borrower will
enter bankruptcy or financial reorganisation;

or

. the disappearance of an active market for that
financial asset because of financial difficulties.
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Principal Accounting Policies (Continued)

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

For certain categories of financial assets, such as
other 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, 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.
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3. Principal Accounting Policies (Continued)
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 other
receivables, where the carrying amount is reduced
through the use of an allowance account. When
a other 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.
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Principal Accounting Policies (Continued)

Financial instruments (Continued)
Financial liabilities and equity instruments

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

Equity instruments

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

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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Principal Accounting Policies (Continued)
Financial instruments (Continued)

Financial liabilities and equity 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)

Financial instruments (Continued)

Financial liabilities and equity 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.

Other financial liabilities

Other financial liabilities (including other payables,
amounts due to directors, amounts due to a
shareholder and obligations under finance leases)
are subsequently measured at amortised cost using
the effective interest method.
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Principal Accounting Policies (Continued)

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.

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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Principal Accounting Policies (Continued)

Financial instruments (Continued)
Derecognition (Continued)

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

The Group derecognises financial liabilities
when, and only when, the Group’s obligations
are discharged, cancelled or have expired. The
difference between the carrying amount of a
financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.

Provision

Provisions are recognised when the Group has
a present obligation (legal or constructive) as a
result of a past event, it is probable that the Group
will be required to settle that obligation, and a
reliable estimate can be made of the amount of the
obligation.

The amount recognised as a provision is the best
estimate of the consideration required to settle the
present obligation at the end of the reporting period,
taking into account the risks and uncertainties
surrounding the obligation. When a provision is
measured using the cash flows estimated to settle
the present obligation, its carrying amount is the
present value of those cash flows (where the effect
of the time value of money is material).
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3. Principal Accounting Policies (Continued)

Related parties

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

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

(ii)  has significant influence over the Group;
or

(i) is a member of the key management
personnel of the Group or the Group’s
parent.

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

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

(i) 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).

(i) both entities are joint ventures of the
same third party.

(iv) one entity is a joint venture of a

third entity and the other entity is an
associate of the third entity.
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3. Principal Accounting Policies (Continued)

Related parties (Continued)

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

(v)

(vi)

(vii)

(viii)

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

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

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

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

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 including:

(i)

(i)

(iii)

the person’s children and spouse or
domestic partner;

children of that person’s spouse or
domestic partner; and

dependents of that person or that
person’s spouse or domestic partner.
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3. Principal Accounting Policies (Continued)

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.

Cash and cash equivalents

For the purpose of the consolidated statement of
cash flows, cash and cash equivalents comprise
cash at bank and on hand, demand deposits with
banks or other financial institutions and short-term,
highly liquid investments that are readily convertible
to known amounts of cash, are subject to an
insignificant risk of changes in value, and having
been within three months of maturing at acquisition.
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=4 Notes to the Con

Critical Accounting Judgements and Key
Sources of Estimation Uncertainty

Critical judgements in applying accounting
policies

In the application of the Group’s accounting
policies, which are described in note 3 to the
consolidated financial statements, the 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 2017, the Group held 80%
(2016: 80%) participating interests in a joint
arrangement. The Group and the other participants
have joint control over the arrangement as
decisions about the relevant activities require
unanimous consent from all participants sharing the
control.

All participants have rights to the net assets
of the joint arrangement. Therefore, based on
the judgement of the management, the joint
arrangement is classified as joint venture 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 recoverability of the
carrying amounts of its interests in a joint venture
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 of disposal and value in use.

The value in use calculation requires the Group to
estimate the future cash flows expected to arise from
the CGU and a suitable discount rate in order to
calculate the present value. The fair value estimation
requires the Group to use market observable
data to the extent that it is available. The Group
engaged an independent professional valuer to
establish appropriate techniques and inputs for the
determination of recoverable amounts in relation to
interests in a joint venture. Where the recoverable
amount is less than the carrying amount, a material
impairment loss may arise.

Changes to the inputs and assumptions underlying
the assessment of the recoverable amount 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.

As at 31 December 2017, the carrying amounts
of interests in a joint venture was approximately
HK$357,470,000 (2016: approximately
HK$330,768,000).
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Significant Accounting Judgements and
Estimation (Continued)

Impairment of amounts due from parties to a
joint venture

The Group reviews the recoverability of the carrying
amounts of its amounts due from parties to a joint
venture to determine whether there is any indication
that those assets are impaired. The recoverability
of the carrying amounts of the assets are reviewed
annually and adjusted for impairment whenever
certain events or changes in circumstances indicate
that the carrying amounts may not be recoverable.
In determining whether an asset is impaired or the
event previously causing the impairment no longer
exists, the management has to exercise judgment
in the area of asset impairment, particularly in
assessing: (i) whether an event has occurred that
may indicate that the related asset values may not
be recoverable; (ii) whether the carrying amount
of an asset can be supported by the recoverable
amount, being the fair value less costs to sell. The
carrying amounts of amounts due from parties
to a joint venture as at 31 December 2017 were
approximately HK$36,605,000 (2016: approximately
HK$33,513,000).
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5. Turnover and Other Income 5. EEHERHMWA
The Group did not have any turnover during the AEBFATEELEFAEERH(ZE—X
year (2016: Nil) and an analysis of the Group’s FEm)RAEE 2 REEEMBASTOT

other income for the year is as follows:

HK$’000 HK$’000

BT T JBEMTF T

Bank interest income RITH BUA 1 18
Exchange gain, net b 5 Wz F 58 — 41
Other miscellaneous income EhzEEA 79 84
Administrative income TTEUEA 1,196 —
1,276 143

6. Finance Costs 6. @EKA

HK$°000 HK$°000

BEFT BT T

Interest expenses on bank overdraft RITBEZ 2 FBFAX 102 —
Late charges of interest expenses on  AJ#RXEHF| BRI 2

convertible bonds BEER 232 —

Interest expenses on convertible bonds A% &% 2 K| 5 18,786 18,714

Finance lease charges MEHEER 15 23

19,135 18,737
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7. Loss Before Income Tax 7.

Loss before income tax is arrived at after charging
the following items:
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BRATGBiIAIE R

BRETSHATEIRC NRIATIER ¢

HK$°000 HK$°000
BETFT BETT

Staff costs (including directors’ BIXRKN(BEESEHE)
emoluments)
— Salaries, allowances and — e ERMREDHN=
benefits in kind 21,425
— Discretionary bonus — MiBIEAL —
— Retirement scheme contributions — RURETEIER 292
21,717
Auditor’s remuneration Z SR B &
Audit services EZ RS 500
Non-audit services BRI —
500
Depreciation of property, plant and Y% - B RERETE
equipment 318
Operating lease payments for land and i MIEF MR EZ
buildings and equipment 4L LSRR 2,056
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8. Income Tax Credit 8.

Income tax credit recognised in profit or loss

Notes to the Consolidat_ed Financial S_tateents
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FrEHER

REZARIZFAEHER

HK$’000 HK$°000
BT T BT

Current tax: RERFIIE
— Hong Kong — FE _ _
— PRC enterprise income tax — PREBEMSH — —
— Other jurisdictions — HipalEER — —
Deferred tax (note 24) EAERLIE (M13E24) 631 663
Income tax credit for the year REEFRFHER 631 663

Hong Kong profits tax is calculated at the rate of
16.5% (2016: 16.5%) on the estimated assessable
profit for the year.

PRC subsidiaries are subject to PRC enterprise
income tax at the rate of 25% (2016: 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 recognised in
respect of such tax losses due to unpredictability
stream of future taxable profits that will be available
against which the tax losses can be utilised.

There was no material unprovided deferred tax
liabilities as at the end of the year (2016: Nil).
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8. Income Tax Credit (Continued) 8. FiEHER(E)
Income tax credit recognised in profit or loss RIEBZRBERZMEBHIKR(E)
(Continued)
The income tax credit for the year can be reconciled REEMEHEB R MG EBRER ZBRAER
to the loss before income tax per the consolidated AIBEBEERIT ¢

statement of profit or loss as follows:

HK$°000 HK$’000
BEFT JEMF T

Loss before income tax BRERS AT E 18 (25,689) (22,052)
Notional income tax, calculated REMAAEERBRANEGEZ

at the tax rates applicable to the FriSiic &R

jurisdictions concerned (3,372) (3,202)
Tax effect of share of results of JEMRERE R AR 2 MG &

associates — 4,527
Tax effect of share of results of ElEaah¥ER o RBTE

a joint venture (3,445) (16,892)
Tax effect of impairment losses JEUHSE = A BRI R (E

recognised on amounts due EEER 2 G E

from associates 3 2,687
Tax effect of impairment losses BRI R E RS

recognised on deferred exploration R2IE 2

expenditure 118 3,066
Tax effect of losses not allowable DA EE 2 iR 2 5,757 8,972
Tax effect of allowable losses not REERAIINFEE 2 g2

recognised 939 842
Deferred tax on convertible bonds BRI R E S 2 EEF IR (631) (663)
Income tax credit for the year AEZFSHE R (631) (663)
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9. Directors’ Emoluments and Individuals
with Highest Emoluments

(i) Directors’ Emoluments

Directors’ emoluments for the year, disclosed
pursuant to the GEM Listing Rules, section
383(1) of the Hong Kong Companies
Ordinance and Part 2 of the Companies
(Disclosure of Information about benefits of
Directors) Regulation are as follows:

Fees
e
HK$000
BRI
Executive directors: Y1ES:
KUAI Wei i
LIN Zhang W&
LAI Chun Liang RER
ZHAQ Zhiyong HEE

Independent non-executive  BUFEHTES :

directors:
PAI Hsi-Ping AR
XIE Qun i

KWAN King Chi George i
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9. EEFMREZSHFMAL

Salaries,
allowances and
benefits in kind

e BER

BNAs

HK$’000

Vi g

E=5M
RBEGEMLEM R A - HEERARPIF

BIMNER AR (HKBESFEER)R
PIE2BARE 2 EEH LT -

Retirement

Discretionary scheme

Bonus  contributions

i)

MR EIE 26
HK$’000 HK$°000 HK$’000
BYFT BRFT BT




9.

Directors’ Emoluments and Individuals
with Highest Emoluments (Continued)

(M)

Directors’ Emoluments (Continued)
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9. EEFMRBESHFMAL(E)

(@)

E=Em(E)

Salaries, Retirement
allowances and Discretionary scheme
benefits in kind Bonus contributions
5o 2HR BIK
ENis L Al
HK$'000 HK$'000 HK$:000 HK$'000 HK$'000
BETT BETT BETT BETT BETT
Executive directors: BEE:
KUAI Wei &z = 360 = 18 378
LIN Zhang wE — 893 — 15 908
LAl Chun Liang RER = 390 = = 390
Independent non-executive B TES :
directors:
PAI Hsi-Ping BiBR 60 = = = 60
XIE Qun Eil 60 = = = 60
KWAN King Chi George i 60 = = = 60
180 1,643 — 33 1,856

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

None of the directors waived or agreed to
waive any emoluments during the year ended
31 December 2017 (2016: Nil). No emoluments
were paid by the Group to the directors as an
inducement to join or upon joining the Group
or as compensation for loss of office during the
year ended 31 December 2017 (2016: Nil).

XNTHOTESNFE - 2REREDF
B RRAEXNNOEERRERRERE
AR REMBARFHOHEMREZ
FEUFRIE o

REBEE=_T—+F+-_A=+—HLHF
ERN - BEZEENEXE DI R
S(ZE2E—FRF &) REE=-ZT—t
FH+ZA=T—HILFERN  AEE#K
EEEEINNESAEABBEMAR
S E SR INEAEE %A SR kBB E
(ZZ—RE : |) o
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9. Directors’ Emoluments and Individuals 9. EEFMEESFMAL(E)
with Highest Emoluments (Continued)

R T AT

(ii) Individuals with Highest Emoluments (i) ESHFMAL
Of the 5 individuals with the highest rEEREGERFMALH  —2(ZF
emoluments in the Group, 1 (2016: 1) was a —AF —RB)ARARRREE - B TEF
director of the Company. The emoluments of (ZE—RF  WR)ATZHBOT

the remaining 4 (2016: 4) individuals were as
follows:

HK$’000 HK$’000
BT T BT T
Salaries, allowances and e FZUEREMAR
benefits in kind 2,638 4,225
Discretionary bonus BEIEAL — —
Retirement scheme contributions 3R{Kst 5k 18 18
2,656 4,243
The emoluments of those 4 (2016: 4) ZOA(ZT—RF - mB)RSFHHA
£ AN TS = .
individuals with the highest emoluments are T2 HBT T THIEE

within the following bands:

Number of individuals

A
2017 2016
—B—tfF —FT—REF
HK$0 to HK$1,000,000 BIE0T 2% 1,000,000 3 2
HK$1,000,001 to HK$1,500,000 ;%#1,000,0017C%
F#11.500,0007T 1 2
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10. Loss Per Share

Basic and diluted loss per share

The calculations of the basic and diluted loss per
share are based on the following data:

aﬁjgi — %
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10. EREER

BREFRBEES

BREANEEERDRE T BEFHE

HK$’000 HK$000
BT T BT

Loss for the year attributable to the RABMER AEIEREE
owners of the Company E18 (31,992) (51,694)

’000 ‘000
FiR FAR
Weighted average number of TR N 2
ordinary shares
Issued ordinary shares at 1 January R—A—HE BB 2,937,538 2,787,538
Effect of ordinary shares issued BETE B — 80,683
Weighted average number of ordinary A& E 2
shares for the year AR NAE 15 L 2,937,538 2,868,221

During the years ended 31 December 2017 and
2016, the computation of diluted loss per share
does not assume the conversion of the outstanding
convertible bonds since it would result in a
decrease in loss per share, and is regarded as anti-
dilutive.

REBEE_T—+FF_T—"FE+_A=1+—
HIEFE - AREERR SR R ES SR
SREEMERAEEREETE  HNtE
SR EBERBRRT A ETERER -

167



e MR ME

For the year ended 31 December 2017

2z

Polyard Petroleum International Group Limited

11.

12.

—E—tF1T _A=1T—HIFFE

Dividends

No dividend has been paid, declared or proposed
during the year, nor has any dividend been
proposed since the end of reporting period (2016:
Nil).

Segment Information

The Group determines its operating segments
based on the reports reviewed by the chief
operating decision-makers that are used to make
strategic decisions.

For the years ended 31 December 2016 and
2017, the Group has 3 reportable and operating
segments — (1) exploration of oil, natural gas and
coal, (2) trading of petroleum related products and
(3) provision of technical services for oil and gas
exploration and development. These segments are
managed separately as they belong to different
industries and require different operating systems
and strategies.

The Group accounts for inter-segment revenue and
transfers as if the revenue or transfers were to third
parties.

The accounting policies of the operating segments
are the same as the Group’s accounting policies.
Segment profit or loss represents profit or loss
reported by each segment without allocation of
central administration costs including directors’
emoluments, finance 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.

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.

An analysis of the Group’s reportable segment
revenues, results, assets, liabilities and other
selected financial information is presented below.
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12. Segment Information (Continued)

(a)

Reportable Segments

Revenue from external customer K BEIMIEF 2 Ui%

12.

Exploration
of oil,

natural gas

and coal
B&RAH
RAR R
HK$°000
BT

Inter-segment revenue S EE

Reportable segment revenue R &4

Reportable segment loss BREN B2 BRFEH
before income tax RIEE

Unallocated corporate income AP B ¥ Uiss

Unallocated corporate expenses KA E %5

Impairment losses recognised ~ tEURES & 1 A1 H0A
on amounts due from associates  HER ZH(ER B

Share of results of a joint venture [Ef5 A S 224

Impairment losses recognised on FHiEFE &1 F S 32
deferred exploration ZREESR
expenditure

Unallocated interest expenses

AR EMBFX

BRATERAER

Loss before income tax

e BRI

For the year ended 31 December 2017
BE—FT—+F1-_H=1—HIFE

Annual Report 2017 =& — + F £

DEMER(E)
(a) WEDH
Trading of
petroleum Provision of

related  technical

products services Elimination

BEERMH Rt

HEER  BWERK HsH

HK$°000 HK$°000 HK$°000 HK$°000
BT  BEFT  BEFT  BETT
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12. Segment Information (Continued)

(a) Reportable Segments (Continued)

R Y AT S
BHAMEREBERAT

12.

Exploration
of oll,
natural gas
and coal

EffROH -

RARBIR

DEERL(E)
(a) HBEHEIWE)
Trading of

petroleum  Provision of
related technical

products services

heft

Bk

Elimination

o6z

HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
BEFT  BETT  BEFT BEFT BETT
Revenue from external customer RESNEEF 2z — — — — —
Inter-segment revenue 2 EfE s E = = 5,513 (5,513) =
Reportable segment revenue i Ui = = 5,513 (5,513) =
Reportable segment loss BEDB L BIER
before income tax RIE#E (5,167) = (16,277) = (21,444)
Unallocated corporate income KA B E Uz 1
Unallocated corporate expenses A7 B (£ (15,427)
Impairment losses recognised  FLEUREEE N AIFUR
on amounts due from associates  #AZRERE (16,287) (16,287)
Share of results of BiEaerEEE
a joint venture 102,376 102,376
Impairment losses recognised  FHEIEEIRF S 3R
on deferred exploration ZREBE
expenditure (25,548) (25,548)
Share of results of associates ~ JE{RHE N A %48 (27,436) (27,436)
Unallocated interest expenses K2 B F| 8 FH T (18,737)
Loss before income tax BRETETIATEE (22,502)
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12. Segment Information (Continued)

(a)

Reportable Segments (Continued)
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12. FBERE)
(a) HEDIW(E)

Exploration Trading of
of oil, petroleum  Provision of
natural gas related technical
and coal products services
B&RAH BEERMH Rt

Assets: BE

Segment assets NEHEE
Interests in a joint venture REELERER
Unallocated corporate assets KOS EE
Total assets BERE
Liabilities: BfE:
Segment liabilities PHBE
Unallocated corporate liabilities APEEEAE
Total liabilities Bek

RARRRE R HHER B R

HK$'000 HK$'000 HK$7000 HK$'000
BRI BT BT EBTT
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12. Segment Information (Continued)

(a)

172

Reportable Segments (Continued)

12. FBERE)
(a) HEDPWHE)

Exploration Trading of
of oil, petroleum  Provision of
natural gas related technical
and coal services
HEGH bl
R R AR
HK$'000 HK$'000 HK$'000 HK$000
BETT BEFT BETT BEFT
Assets: BE:
Segment assets NEEE 36,214 = 1,387 37,601
Interests in associates N NI = —
Interests in a joint venture VR ERER 330,768 330,768
Unallocated corporate assets ROMGEEE 3,529
Total assets BEE 371,898
Liabilities: afg:
Segment liabilities AHEE 1,727 = 4,506 6,233
Unallocated corporate liabilities AOWMLEERE 157,668
Total liabilities BafE 163,901
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12. Segment Information (Continued) 12. BER(E)
(a) Reportable Segments (Continued) (a) WEFB(E)
Other segment information Htt 7 5EH

Exploration  Trading of
of oil,  petroleum Provision of
natural gas related technical
and coal products services Unallocated
BRAH EERMH
ARRRER  HEER REREERE KAE
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
BYFr  BRTn BRI BMFn BETn
Depreciation ik 94 - 37 169 300
Additions to non-current assets REFRBEE 5,827 = = 14 5,841

Exploration
of ail,

natural gas
and coal
HRAM

Trading of
petroleum
related
products

EE‘ET:E

Provision of
technical
services

Unallocated

i W AR RE FOR
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
BEFT  BEFT  BETr BETr EEFn
Depreciation ik 92 = 47 179 318
Additions to non-current assets REFRBEE 94,035 = 12 7 94,054
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12. Segment Information (Continued)
(b) Geographical Information

The following table sets out information
about the geographical location of (i) the
Group’s revenue from external customers
and (ii) the Group’s property, plant and
equipment, interests in associates and a
joint venture (“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, and the location
of operation, in the case of interests in
associates and a joint venture.

12. PEER(E)

(b) HEEHR

TREIBEBOARERAIBEFZ
Was R (i) NEBYE - BFER&RE - A
ERBERRRAERERER(THEH
MBEEDZHMEBELEER - EF 2
BEAERREBREUREXMTERY 2
BMORE - BEFRBDEEZWRMUE
EREBE(NENE BEMRB)EEER
EAEME  AR(WERBZE AR A
BRE)LEBHTMRE -

Revenue from Specified
non-current assets

REFRDEE

external customers

RENDEF 2 Wi
2017 2016 2017

Mainland China, including
Hong Kong and Macau
Philippines

ZE—+F
HK$°000
BYETT

L TR
F LA -
R -

E ZE—Lf
HK$000 HK$°000 HK$°000
BEFT BETT BEFTT

— 404 598
— 357,703 331,082

— 358,107 331,680
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13. Property, Plant and Equipment 13. Y% -  BMERRE
Leasehold Furniture and Motor
improvement Equipment fixtures vehicles
e i HERKE it
HK$000 HK$000 HK$'000 HK§'000 HK§'000
AETE  BETT  AETE  EETT BETR
Cost: JﬁZZK :
At 1 January 2016 RZE—RF-A—H 303 322 1,064 1,891 3,580
Additions NE — 7 32 — 39
Written off sy (173) (34) (100) — (307)
Exchange adjustment ERaE L — = (28) = (28)
At 31 December 2016 and <_7 /ﬁ‘l' A=t-H
1 January 2017 R=Z—+&—A—H 130 295 968 1,891 3,284
Additions NE — 14 5 — 19
Exchange adjustment B 5 AR = = 27 3 30
At 31 December 2017 RZE—+F+-A=1+—H 130 309 1,000 1,894 3,333

Depreciation and impairment  #7 & RR{EEE :

losses:

At 1 January 2016 RZE—~"E—F—H 303 274 867 937 2,381

Provided for the year AEERE = 24 60 234 318

Written off 54 (173) (34) (100) — (307)

Exchange adjustment B % 5% = = (20) = (20)

At 31 December 2016 and <_7 /\EJF A=+—H

1 January 2017 k=F—+t&—HA—H 130 264 807 1,171 2,372

Provided for the year AEERE = 14 51 235 300

Exchange adjustment B A% = = 23 1 24
At 31 December 2017 RZE—+F+-F=+—H 130 278 881 1,407 2,696
Carrying amounts: R

At 31 December 2017 RZZ2—tF+-A=+—-H = 31 119 487 637

At 31 December 2016 —T-—xF+-A=+—H — 31 161 720 912
At the end of the reporting period, the net carrying RMERR  AEEREREHERENAE
amount of motor vehicles held under finance lease BRTERE A 475 1265,000T( —ZE—71F : 4
of the Group was approximately HK$265,000 (2016: B 1419,0007T) ©

approximately HK$419,000).
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14.

Interests in Associates

This represents the Group’s share of the interests
in associates which are engaged in the exploration,

exploitation and development of coal mine in the
Philippines.

Notes to the Consolidat;d Financial étaieents

= -'g'?f,Jing! Fgg__ — : ;-Iﬂ:'—_ =

BHAHEBRERRRAE

14.

REE QT NER

WA SEDERFERBRERELDR - K
KB RR 2 o

/|

HK$’000 HK$’000
BT T BT T
Share of net assets of DIHBE R FEE
associates
At the beginning of the year REA] — 27,436
Share of results of associates FEGHE = AR EE — (27,436)
At the end of the year NG = —
Details of associates are as follows: BN R 2 FEIBIT ¢

Place of
incorporation/
operation

Bens

Registered
capital

HMER

Attributable equity interest held by an indirect Principal
wholly-owned subsidiary of the Group activities

EEAEEE-BRRER 2 2ENROARECRE IEXE
2017

2016

“E-t% 3

Great Wall Mining and Power  Philippines

Corp. (“Great Wall) FEE
Eastern Star Mining and Power Philippines
Corp. (“Eastern Star") FRE

Note: The boards of Great Wall and Eastern Star are not
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controlled by the Group.

PHP2,500,000
2,500,000%%
PHP2,500,000
2,500,005 %

Directly
E#

40%

40%

Indirectly Directly Indirectly

5 B &
Coal mining
24% 40% 4% EERR
Investment holding
- 40% — REZK

Hf5* : Great WallzEastern StarZ EEE S AE
Bz -




14.

Interests in Associates (Continued)

All of the above associates are accounted for
using equity method in the consolidated financial
statements.

The development of the associate’s coal mine had been
suspended due to the Department of Environment and
Natural Resources of Philippines (“DENR”) has not
granted a tree cutting permit which would have enabled
the associate to build a road to get access to the mining
area. In addition, upon election of the new president
in the year 2016, the new Philippines government
planned to review coal power projects and to seek
for the increase use of renewable energy in response
to the protest of anti-coal activists and environmental
advocates. Hence, the condition of the development
of the associate’s coal mine in the Philippines became
considerably unfavourable to the Group. In view of
the ongoing suspension for the development of the
coal mine and the pessimistic business outlook of
the coal industry in the Philippines, the management
had concluded that no future economic benefits were
expected to be generated by the associate. Accordingly,
full impairment losses of interests in associates,
amounting to HK$27,436,000 attributable to the Group’s
interests therein was recognised in consolidated profit or
loss for the year ended 31 December 2016.

Although a moratorium of the work commitments for the
project was subsequently granted by the Department
of Energy of the Philippines to 17 December 2018, the
management of the Group considered that due to the
construction of the project can only be resumed upon
the grant of tree cutting permit, no recoverable amount
of interests in associates was expected before the free
cutting was issued.

14.

idated Fiﬁancial Statements
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REE R RNER(AF)

LIt P E R R AR EAN R S MR
RARR °

BEARZERAZELCERE  RRIHERE
BREFEBABRB(REREARBIRI ) I
BEEBE QRS EEREER 2 KT
IR R AT o AN - 20164 A TR
% FERBEFBTTEIBEREEE SRR
SEARORA - AR RE RS BEE A
TRIRREBESE 2 - Bt - BE QRN
BENRBRERLBESHASBEEETT -
ERETERR B EFEMERITERIERS
MEAN SR BEECSHER BEARE
BT EEMMARRLENRZ - Bt - A%
EEREEHE AR ZER  EHEZT—X
F+-_A=Z+—HLFE  BRREE AR
w2 EEUBBEE B 1527,436,0007T ©

HAFRERRIPNMEHIAR 2 TRAGHR
HEESE—F-/\F+-A+tR  BHR
TH B R T2 R BB IR BR A8 5F AT 8 1R Ik
B AEEERERR  EEHREFTAIER
REE QRS NFAERT KOS -
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14. Interests in Associates (Continued)

Summarised financial information in respect of the
Group’s associates is set out below:

Eastern Star

2017 2016
—E-tE 2

HK$°000 HK$°000
BEFT  BETL

Total non-current assets BERHEE

Total current assets BrHaE

Total non-current liabilites 3R BEE

Total current liabilities areak

Net assets FEE

Total revenue Bl

Loss B

Other comprehensive expense  Efti 2

Total comprehensive expense £ E X 145

Dividends received from ElBEARRE

associates
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14. REEERNRNER(E)

Great Wall
2017 2016
ZE-tE T 5%
HK$’000 HK$'000
ABFT BB

14,505
1,046

(15,412)

HK$°000
V-t

BRASERE AR ZMBERBRIT

HK$ 000
BT

14,740
1,183

(1,509)




14.

Interests in Associates (Continued)

%o the Consol

e

14.

Reconciliation of above summarised financial
information to carrying amount of interests in

associates to the consolidated financial statements:

Net assets of associates
before fair value adjustment
at acquisition

Group's effective interest

Group’s share of net assets of
associates before fair value
adjustment at acquisition

Effect of fair value adjustment
at acquisition

Effect of accumulated
impairment losses
recognised in application
of equity accounting
by the Group.

Unrecognised share of losses
of associates

Others

e NRIFRE(RRBEE
PANEEEY)

ARERMES
AEBEERELTFEE
(RRBiER A TERR)

NRBBELATESEL
E% |

A ERRRESARD
ZiTRERRZ P2

AERLAMEBELTABE

Hit

Carrying amounts of Group’s
interests in associates

AEENBELAREL
Gl

Eastern Star

2017

ZE-tf
HK$'000  HK$'000
BEFr BB

idate

Fin_ncEaI—Sttements
FE M BERRME

For the year ended 31 December 2017
HE—_FT—+FE+_A=+—HILFE

o

Annual Report 2017 =& — + F £

REE R RNER(AF)

B2 B 81 75 B BB AR A B 5
Al REESEK

5

b uesccki o
WERARBZ

3

7

D

Great Wall

2017 2016

—§-tf F
HK$’000 HK$'000 HK$’000 HK$:000
A8 EETr  BEFR BETa
414
199
81,915
(81,605) (81,715)

(399)

(399)
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14. Interests in Associates (Continued)

Unrecognised share of losses of associates

14. REEERNRNER(E)

RER 2D IEBE R REE

The unrecognised share of losses
of associates for the year & 18

REZRERZ DIEBE AT

HK$°000 HK$000
BET T BETT
5 —

Cumulative unrecognised share of
losses of associates &8

RERHER Z DR E R R

HK$°000 HK$°000
BETFT BETT
5 —

At the end of reporting period, the provision of cost
for rehabilitation is not recognised in the interests
in associates as the extent of rehabilitation has not
yet been defined and agreed as they will be defined
and imposed by the authority on issuing the tree-
cutting licence.
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15.

Interests in a Joint Venture

: Notes to the Con

plll %

15.

The interests held by the Group in a joint venture
which is engaged in the exploration, exploitation

and development of oil and gas in the Philippines is
80% (2016: 80%).

sblidate_d Fi.n-éncial Statements

5.
GO BB REMN

For the year ended 31 December 2017
HE—_FT—+FE+_A=+—HILFE

Annual Report 2017 —E — + £ £

REELXENER

AEBRFERERTHRIDTE - MR LM
AECEREERERH80% (ZZT—X
F:80%) °

HK$’000 HK$’000

BEFT BT

At the beginning of the year REA]) 330,768 134,877

Additional investment BIMRE 5,822 93,515
Share of result of joint venture, ElEaahxxs 81
including reversal of impairment R REEERE

losses recognised 20,880 102,376

At the end of the year NGRS 357,470 330,768
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15.

—E—tF1T _A=1T—HIFFE

Interests in a Joint Venture (Continued)

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

At the end of the reporting periods, i.e. 31 December
2017 and 31 December 2016, the management of
the Group engaged an independent professional
valuer, namely, BMI Appraisals Limited, to assist
the management of the Group in determining the
recoverable amounts of the Group’s interests in
a joint venture. The recoverable amounts were
measured by reference to the fair value less costs of
disposal at the end of the reporting period.

Since the production plans for the oil and gas
field have not yet been finalised, management of
the Group considered that fair value less costs
of disposal was the appropriate methodology to
determine the recoverable amounts.

The recoverable amounts of the Group’s
interests in a joint venture exceeded the carrying
amounts as at 31 December 2017, resulting in
a reversal of impairment losses amounting to
approximately HK$20,880,000 (2016: approximately
HK$102,376,000) attributable to the Group’s
interests in a joint venture, which was recognised
in the consolidated statement of profit or loss for
the year ended 31 December 2017. The reversal
of impairment loss was due to the rebound of the
market prices of oil and gas during the year ended
31 December 2017.
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15.

REghRENER ()

RELEEER ZIRENHAFBNT

R_ZE—+F+-_A=+—BR T F+
ZAZt+t—HREHR  rEEEEEDTE
*ﬁﬁiﬁﬁﬁﬁ%ﬁﬂmﬂﬁﬁﬁﬁﬁ@
AR AEEEEBETRAE D ERERS
Z AR B4 5 - A Bl &R 2 BN RS HER
ZAFEREEXNRTE ©

RROERANEEFEHAEE  AEEERE
ERRAFHERHEXNAREENS LhEE
mA B S IRETTE

R-ZE—+tF+_A=+—8 xEEREE
TEERZIKEBSERBEAECERR IR
HE BRASEEGAEECEZEZNREE
—E—+tFt A=+ HIEFEMNLREER
R R OR (B 5 1B # 214975 %520,880,0007T( —
T— N4 #781102,376,0007T) © BEE Ty
REBEEZT—+tF+-A=+—HLEFEHAR
TS ERBFFE -
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Interests in a Joint Venture (Continued) 15. REELENER(E)

Movements in accumulated impairment losses on B EM¥EtREBEZESHIT -
interests in a joint venture are as follows:

HK$°000 HK$'000
BEFT BT T
Accumulated impairment losses 2B EEER
At the beginning of the year REH 142,024 244,400
Reversal of impairment losses R R ERERD
recognised (20,880) (102,376)
At the end of the year RFL 121,144 142,024
Recoverable amounts of interests in a joint RELXESNTHESHEEREMAEA
venture, measured at its fair value less costs of FEREHEXFTE)
disposal at the end of the reporting period
(i)  Fair value hierarchy (i) RFEER
The fair value measurement of the Group’s REBESELERS $TE(BZ¥E%HE
interests in a joint venture, measured REREFEE E"Jﬁ‘fi) DER=BRF
at the end of reporting period for the BEER(CEERBEBMBRELNFE13
Group’s impairment assessment purposes, SRIATENE])  BEAF &K -
categorised into the three-level fair value
hierarchy as defined in HKFRS 13 “Fair Value
Measurement”, falls into Level 2.
(i)  Valuation techniques and key assumptions (i) FE-RAFPETBEAZGELTZEZRE
used in Level 2 fair value measurement ERK
The fair value measurement of the Group’s AEEMNALEEEREN RN TFEFTET
interests in a joint venture is determined using RAMBEAEE - MaxmBETER K
market approach based on price information FEBRURBRIEZARAZAIELL
on recent comparable sale and purchase BEERZBREMN  RNESEKES
transactions of oil and gas fields of similar HRA) B R EAR TR 2 -

character and location and oil and gas price
indexes at the end of each reporting period.
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15. Interests in a Joint Venture (Continued) 15. REELENER(E)
(iii) Valuation inputs and relations to fair value (iii) 1EEBA B35 R 5L FE R
The following table summarises the TERBRBEAAERAEERGEDER
quantitative information about the significant SRR FEMAEANGERAZRENE
valuation inputs used in the fair value AR -

measurements of the Group’s interests in a
joint venture.

Relationship
of valuation
Valuation Valuation Range of inputs inputs to fair
Description Methodology key input BABBEE value
HEZE@A 2017 2016 fH{E@ A BRE
Ha 3t fHE R i —E—+tF —E-RE ATVENEE
Interests in a joint Market Petroleum The higher,
venture approach reserve & petroleum
RE B FERNER mEE resource reserve &
Aol RIOR resource, the
higher the
fair value
- Oil portion 46.3 MMBBL  46.3 MMBBL A A& &Rz
- AhEk R 46.3E &8 4638 ER A5 ATE

- Gas portion 87.5 MMBOE 87.5 MMBOE
- JAREH 87.5E &M 87.5A &M

EE 28
Price per US$3.987/BBL US$3.544/BBL
reserve &  3.9873 L/ 1§ 3.544%7T/ 1@
resource
SEHERKE
ETi)

184



15.

otes to the Con

Interests in a Joint Venture (Continued) 15.

Summarised financial information in respect of the
Group’s joint venture are set out below:

sblidate_d Fihancial Statements
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REghRENER ()

ERAKRERECRZMBERBRILT

Philippines
JERE
2017
—E—tF
HK$’000 HK$’000
BT T BT T

Total non-current assets HIERBEE 215,225 207,565
Total current assets BRBEE 13 20
Total non-current liabilities BIERBAER — —
Total current liabilities wrBAaE — —
Net assets FAE 215,238 207,585
The above amounts include LU £ BEEIZETHEE

the followings:
Cash and cash equivalents RERBEEED 13 20
Current financial liabilities mEMEAE

(excluding trade and other (T BIEREM R R

payables and provision) Hofth AT R R B4R — —
Non-current financial liabilities EREI A E

(excluding trade and other (T BEEMER R

payables and provision) Hoqth A SR R ) — —
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Total revenue AU E

Loss B

Other comprehensive income Hith 2 E Wz

Total comprehensive expense PHEY HARE

Dividends received from the joint SR e
venture 2R

The above profit or loss U E2BEEIETHEE
includes the followings:

Depreciation and amortisation e R

Interest income AMEWA

Interest expense FEZH

Income tax expense FriS Bl
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Interests in a Joint Venture (Continued)

Reconciliation of above summarised financial
information to carrying amounts of interests
in a joint venture in the consolidated financial
statements:

aﬁjgi"’?

" Notes to the Consol

idate_d Fiﬁancial Statements
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15. REELENER(E)

poy

L BREAERRZ BB E N ERRA R
BRANGEEEES ZREELRE

Net assets of joint venture as shown
in its financial statements

Group’s effective interest

Group’s share of joint venture’s
net assets

Effect of fair value adjustment
at acquisition

Effect of accumulated impairment loss
recognised in application of equity
accounting by the Group

Others

REEEE AR

BELEMBHRRABFEE

RUEBREH A FEHE

Carrying amounts of Group’s
interests in a joint venture

Philippines
SERE

2017

—B—tF
HK$°000 HK$000
BT BT T
215,238 207,585
80% 80%

CEFEE
172,190 166,068
309,804 309,804
FORER 25T
(121,144) (142,024)
(3,380) (3,080)
Xt

357,470 330,768
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16. Deferred Exploration Expenditure

BT

R T S TE e = Y

BHAHEBRERRRAE

16. EZERKFEX

HK$°000 HK$°000
BEFT BT
Exploration phase RIS ER
At cost 1R 26,265 25,548
Less: Impairment losses JBORIEEE (26,265) (25,548)
Net carrying amount BRTEDFE = —
Reconciliation of movements: FEEER
At the beginning of the year NG — 25,048
Amount recognised EHEREE 717 500
Impairment losses EREE (717) (25,548)
At the end of the year NG — —

Deferred exploration expenditure represented the
expenses incurred for the exploration of a gas project
in Central Luzon of the Philippines.

The exploration period of the gas project had expired
on 28 February 2017, the management of the Group
concluded that no future economic benefits would be
expected to be generated by the gas project and full
impairment loss of approximately HK$717,000 (2016:
approximately HK$25,548,000) was recognised during
the year ended 31 December 2017.

Although an extension was subsequently granted
by Department of Energy of the Philippines to 9
November 2019, the management of the Group
considered that due to the delay in the development
of the gas project, the recoverability of the gas project
was still in doubt.
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FE W B & X B RRIR

Amounts due from associates JIE Wi Bse & R B OB
Impairment losses BEREE

HK$°000 HK$'000
BT BT
16,307 16,287
(16,307) (16,287)

As explained in note 14 to the consolidated
financial statements, due to the ongoing suspension
for the development of coal mine and the
pessimistic business outlook of the coal industry
in the Philippines, the management of the Group
concluded that the amounts due from associates
were expected to be irrecoverable and impairment
losses of HK$20,000 (2016: HK$16,287,000) were
recognised in the consolidated profit or loss for the
year.

The amounts due from associates are unsecured

and non-interest bearing and have no fixed terms of
repayment.

Other Receivables

BANAR B I 75 TR P FE14PTE 0 B R AR R
BRBLEMNIFRERRITENTRANS
ARBERERRAFERUESE QR FIATE
AT AR E YRR B R P R EER
78 #20,00070( —Z T — /< : #%16,287,000
o)

JEUHE S A RIFRIE AR 2R REETE
Eo
RER ©

H fth P& W =R TH

HK$°000 HK$’000

BHF T JEMTF T

Prepayments Ja{~t R A 1,905 1,339

Deposits and other debtors E& Kk HALFEW IR 797 668
Amounts due from parties to a JEW & &3 FIE (M aE)

joint venture (Note) 36,605 33,513

39,307 35,520

Note:

The amounts due from parties to a joint venture represent the
capital contributions paid on behalf of parties to a joint venture.
The amounts are interest-free, repayable on demand and
to be recover through their participating interests and profit
sharing in the joint venture.

Wit -
BRABLEFRBRRRA ECEP T HOAR

HE - ZEFEAREE  AREREEWBBHHE
REZEREP NS ERR(D KM D KUKE o
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18. Other Receivables (Continued)

The carrying amounts of the Group’s other receivables
are denominated in the following currencies:

Notes to the Cansolidated Financial ttents

e = N\

Hftb FE W R IE (4

AN ER B B R W OB Y AR TENE LA T 51 B K 5T
:

HK dollars BT
Renminbi AR
Macau Pataca SRPITT
Philippine Peso FREERR
US dollars EIT

HK$°000 HK$°000
BETFT BETT

724
272

15

1
34,508

35,520

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

The maximum exposure to credit risk at the

reporting date is carrying value of each class of
receivables mentioned above.
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19. Cash and Cash Equivalents 19. BERBRLSEEY

HK$’000 HK$’000

BT T BT

Cash at banks R1TIRE 4,853 4,580
Cash in hand FERe 41 118
4,894 4,698

AEENRE REEFEMH251,00087T(=
T—7]4% £ 986,000/8 7T ) C F MR P EIERTT -
Ut S & 0B H o BAR B h BB #7250
B4R AR TE 2 PR o

The Group’s cash and cash equivalents of
approximately HK$251,000 (2016: HK$986,000)
were deposited with banks in the PRC. The
remittance of these funds out of the PRC is subject
to exchange control restrictions imposed by the
PRC government.
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19. Cash and Cash Equivalents and Other
Cash Flow Information (Continued)

Reconciliation of liabilities arising from
financing activities

The table below details changes in the Group’s
liabilities from financing activities, including both
cash and non-cash changes. Liabilities arising from
financing activities are liabilities for which cash
flows were, or future cash flows will be, classified
in the Group’s consolidated statement of cash flows
as cash flows from financing activities.

BHAHEBRERRRAE

19.

HeRBESEEYREMBLSRER
(&)

RMETDMELRENHER

TRINFAEERERDRELRBEESH ZF
B BRRERIFRSED - REITSAEL
ZABENEZLARZBEIRRZESRE
BeEASEZGEARSRERT  KEHER
BEPMELRGRE

o

Obligations
Amounts Amounts under
due to duetoa Convertible finance
directors shareholder bonds lease
EAESHE EARRZE TARES MEHESF
HK$'000 HK$'000 HK$'000 HK$°000 HK$°000
B¥Trn  BETr  EEFT BRTn BRI
As at 1 January 2017 RZE—t5-A—H 735 9 145,960 377 147,081
Changes from financing cash flows: HEREMECEY
Advances from directors REEZEH 5,319 = = = 5,319
Advances from a shareholder DEPTES = 40,861 = — 40,861
Interest paid/payable B /RIS = = (14,965) (15) (14,980)
Capital elements of finance lease paid/ ~ ©f /ENEAREAS
payable — — — (162) (162)
Total changes from financing cash flows BERLHEZ£8EE 5,319 40,861 (14,965) () 31,038
Other Changes: &) -
Interest expenses MEXH = = 18,786 15 18,801
Total other changes EthE5Has = = 18,786 15 18,801
As at 31 December 2017 RZF—tF+-A=1—H 6,054 40,870 149,781 215 196,920
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20. Other Payables 20. HitEMARKIE

HK$°’000 HK$°000

BT T BT T

Accrued charges JEETE A 12,566 9,594
Interest payables FERTFILE 6,603 5,638
Other payables Hh e 5RIE 1,114 921
20,283 16,153

The carrying amounts of the above balances are
denominated in the following currencies:

A ERRIBRBREEIA N SIS HEHE -

HK$°000 HK$°000

BT T BT T

HK dollars BIT 18,583 13,878
Renminbi AR ¥ 291 575
Macau Pataca SEPITT 1,308 555
Philippine Peso FEEERE — 548
US dollars ETT 101 597
20,283 16,153
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21,

22,

Amounts due to Directors

BHAHEBRERRRAE

21.

A ESRE

HK$°000 HK$’000

BEFT BEFoT

LAI Chun Liang RER 601 264
LIN Zhang ME 5,453 471
6,054 735

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

Amounts due to a Shareholder

22,

ENEEFRARSEER  REREETER
By o

LAM Nam E

PEAS B SR FRIR
HK$’000 HK$'000
BEFT BETIT
40,870 9

The amounts are unsecured, interest-free and have
no fixed repayment terms.
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23. Convertible Bonds 23. WERRES

Convertible Convertible
Bonds A Bonds B

ARIRESFA FBRRESB

HK$'000 HK$000 HK$'000
FBETIT BETT BETT

At 1 January 2016 R-ZE—X F—HF—A8 97,013 — 97,013
Issue of convertible BITAI AR E S

bonds — 44,926 44,926
Interest charged BT B 11,923 6,791 18,714
Interest paid/payable BT (10,062) (4,631) (14,693)

At 31 December 2016 R-ZE—XE+-_A=+—HE

and 1 January 2017 —T—+F—H—H 98,874 47,086 145,960
Interest charged BT S 11,092 7,694 18,786
Interest paid/payable B AR (9,966) (4,999) (14,965)
At 31 December 2017 R=-T—+&F+=-A=+—H 100,000 49,781 149,781

HK$°000 HK$°000
BEF T BT
Carrying amount repayable AR BREE

Overdue 81 5 100,000 —
Within one year R—FR 49,781 98,874

More than one year, but not exceeding % —FETIBBRF
two years — 47,086
149,781 145,960
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23. Convertible Bonds (Continued) 23. ABRRESE)

ARBETOATRBRESFERIT

The details of convertible bonds issued by the
Company are as follows:

Convertible
Bonds B (“CB B”)

Convertible
Bonds A (“CB A”)

ARRESA( TRERESAL

AR ESB ([ AR R ESB])

Principal amount: A& %8 HK$100,000,000 in HKD settlement HK$50,000,000 in HKD settlement
751100,000,0007T * MABEEES 75150,000,0007T * LUBEEER
Interest: FE 10% p.a. payable quarterly 10% p.a. payable semi-annually
REFMEI0EHE - AEEXM REMEI0EL - BEFFEXR
Issue date: FITHHE : 21 July 2015 28 January 2016
—Z2-nFtA=-+—H —EB-RF-AZTN\H
Maturity date: ES[pl =R 21 July 2017 (Note (a)) 28 January 2018 (Note (b))
ZZ—+tFtA=ZFT—B(WiE@@) ZT—NF—A=t+NBHFE®D)
Conversion price  FRRAE : HKS$0.4 HK$0.414
per share: BHE0.47T 7#50.4147T
Particulars of ERFFS - Personal guarantee given by Personal guarantee given by
guarantee: Mr. Lam Nam, the controlling Mr. Lam Nam, the controlling
shareholder of the Company shareholder of the Company
B FE HxHx%Mﬁ?ﬁiﬂfﬁ BARRAAE Hxﬁxﬁﬂiﬁf‘ﬁif’lfﬂj
B AR B AR
Survival of AR HESSAE  Exercisable until fully settled Exercisable until fully settled
conversion right: ARG © TEREER - RREFERX TERERA - BMREREEN
Notes g3
(@) On 31 May 2018, the Company, its holding (@) RZZE-—NFRA=1T—H ARQA - EERK

Company, Silver Star, and Mr. Lam Nam, the Silver Star * &KQ &) & 4&%E %'J??Mﬁﬁ*ﬁi(l'ﬂﬁl}\#*
ultimate controlling party of the Company (“Personal RAL ) EARREFANFTE AR LAERE &
Guarantor”) and the holder of CB A entered into a RATE] - BAAERAEATRIRMEFARFFE AR L

the Deed of Undertaking; and the Company, the FRE(MRAREZEGEA ([ERZH] ) ) &

(b)

196

Personal Guarantor and the holder of CB A entered
into the Supplemental Deed, together with the Deed
of Undertaking, (“the “Extension Arrangement”)
pursuant to which the parties agreed that the
maturity date of CB A to be extended from 21 July
2017 to 21 May 2019, which is subject to the Stock
Exchange’s listing approval.

On 15 October 2018, the Company and holder
of CB B also entered into an amendment deed
pursuant to which both parties agreed that the
maturity date of CB B to be extended from 28
January 2018 to 31 March 2019, which is subject to
the Stock Exchange’s listing approval.

(b)

I - &7 REE TR ESARNE R B (£F8 ATt
AR BH=FE—+tFtA=-+—HERE=Z—
NWEFERA=+—H-

RZZB-N\F+A+THAE  ARAREAERESBH
FA ATRIMERTREE - Bt - EHRBHATHRE
EBRE| M B (FH R FTHLE ER) B =T —/\F
— AT N\BERE-ZE-NF=A=+—QH-




24,

Deferred Taxation

The Group’s major deferred tax liabilities recognised
and movements thereon during the current and
prior years are summarised below:

At 1 January 2016 »
i

Recognition upon issuance of
convertible bonds
Credit to income statement for the year (note 8)

" Notes to the Consol
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24. EEHIEA

REBRARNFE N EFEER 2 ENRENIA
BEREZEFFAMT :

Convertible
bonds

BE-13E
HK$°000
BT T

At 31 December 2016 and 1 January 2017 ®n

Credit to income statement for the year (note 8)

At 31 December 2017 »n

T—RF—H—H 493
PAEETT A R AR B 25 s FERR
837
REEF AW (F5ES8) (663)
Z—RF+ZRA=+—HK
T—tHF—A—H 667
REFEFT AL (HEE8) (631)
\—E—+F+-A=+—H 36

No deferred tax asset has been recognised in
the consolidated financial statements of the
Group in respect of tax losses of approximately
HK$37,871,000 (2016: approximately HK$33,214,000)
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 2017
amounted to approximately HK$6,637,000 (2016:
approximately HK$5,698,000).

HRREEAEE B R BRI AEE T
LABR 8 - B0 48 BE AT 35 88 oK 2R 0% B 2 B 7S
B8 48 #37,871,0007T( =T — /N F : 4978
#£33,214,0007T ) R A K B 2 47 & B 75 R < 78
RELEHBEEE N_T—+F+-_A=+—
B - AN M R gk AN S B R (0 R B A5 B 18 FE AL
AR EREERR L BERIBEELN HEE
6,637,0007T( == — /N F : 4975%5,698,000
JL) °
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25. Obligations under Finance Leases 25. MEHESE

The Group leased a motor vehicle under finance
leases during the year. The lease term is 5 years.
Interest rate is fixed at 4.84% per annum at the
contract date. The Group has an option to purchase
the motor vehicle for a nominal amount at the end
of the lease terms. No arrangements have been
entered into for contingent rental payments.

Minimum lease payments

REHES
2017
—E—tF

2016

—E—RF

e

REAREBEAREROEE —HEERH A
HAF  REHBNEEFNEL84%5 8 °
REEMRAREDEEAMEREZRIE
W ZMORERIBAERSIEL TS -

Present value of minimum

lease payments
RIEHALRE
2017 2016

e A

HK$°000 HK$°000 HK$’000 HK$’000
BETT BETFT BT T JEMF T
Amounts payable under EE R E RN
finance leases: A
Within one year —F AN H# 177 177 171 163
In more than one year and —ZEHEH]
not more than five years 44 221 44 214
221 398 215 377
Less: Future finance charges J& : &K@ E R (6) (21) N/A N/A
Present value of lease MHOEERE
obligations 215 377 215 377
Less: Amounts due for B T EAREE
settlement within (BN ED
12 months (shown afE)
under current
liabilities) (171) (163)
Amounts due for settlement + —{F A& 2|1
after 12 months X AHIFRIA 44 214

The Group’s obligations under finance leases are
secured by the lessor’s title to the leased assets.
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26. Share Capital 26. BRA
Number of shares Amount
REEE o]
2017 2016 2017 2016
2T Bt ZT—XF
’000 ‘000 HK$’000 HK$’000
FiE TR BT JEMEF T
Authorised: JETE ¢
Ordinary shares of BREE
HK$0.04 each 7E#50.047THY
LB 5,000,000 5,000,000 200,000 200,000
Issued and fully paid: BEITREE :
At the beginning of the year RF ] 2,937,538 2,787,538 117,502 111,502
Issue of shares under BRI RIEEEAT
share subscription x5 — 150,000 — 6,000
At the end of the year RELR 2,937,538 2,937,538 117,502 117,502

Pursuant to a subscription agreement dated 9
May 2016, an aggregate of 150,000,000 ordinary
shares were allotted and issued to an independent
third party at HK$0.414 per share for cash. The
new shares rank pari passu in all respects with the

existing shares of the Company.

RIBE-ZZ—R"ERANBRIZZABGE - &
NRARERABE0AATE SN —BYE=T
fic 2% K #£17150,000,000/% & AR o A5 7
BEHEEERNRRRE RN ZBRFMA -
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27. Retirement Benefit Schemes 27. EBARBRFE

The Group operates a Mandatory Provident Fund KEBAEEMABGEREELE —HRGIM
Scheme (the “MPF Scheme”) for all qualifying NESFTE([aEeEE]) - BEESFHECE
employees in Hong Kong. The assets of the MPF ERASECEESHRRE  ABIITEAL
Scheme are held separately from those of the FloEERE  BERBSHEIZHATE  EBE
Group in funds under the control of an independent R E R BY97EE B R85 M E#1,5007T
trustee. Under the rules of the MPF Scheme, the AR H SRR ARE5% (AEIEE AE) Z 3 -
employer and its employees are each required AEBEGRESHE LG 2 —BEEABREZ
to make contributions at HK$1,500 or 5% of the AT BN PR B -

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.

The employees of the Group’s subsidiaries in the REBRPEAREMBEIBAMBAR ZEE
People’s Republic of China are members of a state- E—HEREHBEKE 2 BREZRRBEHE
managed retirement benefit scheme operated by the ElzKE - ZEWBARBRFEKRAZIEE
local government. The subsidiaries are required to AO L MZEREMNEEER - UERZER
contribute a specified percentage of payroll costs to the FIREES - AEERZENRBFFEAEEGZ
retirement benefit scheme to fund the benefits. The only W—EEABMIE TR -

obligation of the Group with respect to the retirement
benefit scheme is to make the specified contributions.
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28. 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:

Transactions and balances between the
Company and its subsidiaries, which are
related parties of the Company, have been
eliminated on consolidation and are not

(a)

disclosed in this note.

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

During the year, the Group made/received
advances to/from related parties. Details and
balances outstanding as at 31 December
2017 are disclosed in notes 17, 18, 21 and 22
to the financial statements.

During the year, the Group paid office rentals
in amounts of approximately HK$542,000
(2016: approximately HK$500,000) to the
company controlled by Mr. Lam Nam, the
ultimate controlling party of the Group.

The related party transactions in respect of (b), (c)
and (d) above constituted connected transactions
as defined in Chapter 20 of the GEM Listing Rules.
However, the transactions were exempt from the
disclosure requirements in Chapter 20 of the GEM
Listing Rules.

The related party transactions in respect of (a)
above do not constitute connected transactions as
defined in Chapter 20 of the GEM Listing Rules.
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BELRS

B & B B IR LT PR TS -
BREREBS T RTATRS

A&

ARREENBAR(AARRBMES)
ZRBREHRDREE IR B MHE R E
EARKFERRE ©

AEBEIZEBAS(BEARAERER
ETREHMER) CHEHNMERE
BIaEQ

RER - FHAREEmBETEL, K
BRBH - FEERR_T—LF+ A
=t B zZREREHRPBRKRME
17 ~ 18 ~ 212221 258 -

RER  AEERANER 2 &KIEHH
MELEEEFINARIARATHSH
P& #5542,000( —ZF — RN F : LB
500,0007T) °

LA FBE R 5 (b) * (c)F(d)iEKGEM LT
BIE—+EMEECHERS - WERZFHE
BFGEMEHREIE - +ERNFERTE °

WA FBAE T 22 B (a) i T EAKGEM E AR RIS
TTERERZBERS -
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29.

Operating Leases 29, REMHED
Minimum lease payments paid by the Group as REERFARBLEROZ N2 HERS -
lessee under operating leases during the year:

HK$’000 HK$°000

BT T BT
Premises and equipment IEYS S 2,009 2,056
At the reporting date, the total commitments REERH - REBETATHEEEHAB AR
for future minimum lease payments under non- HRES 2 @EEDT

cancelable operating leases are as follows:

HK$’000 HK$°000
BT T BT
Premises and equipment S EINE
— within 1 year — —FR 1,254 861
— after 1 year — —F&
but within 5 years BRFR 68 428
1,322 1,289
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30. 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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30. BEAREIE

REBH - BERTAMERRALR A M 5wk
B HRBITEAALEDT

HK$°000 HK$000

BT T BT T

Contributions to a joint venture HETEERE 49,158 45,364
Contributions to a gas project in HETIERE

Central Luzon of the Philippines RERKAREHR 21,100 —

70,258 45,364

31. Financial Risk and Capital Risk

Management
(a)

Financial risk management

(a)

Categories of financial instruments

31. BXEREEXRRKRER

(a) HMBEMBERE

(a) BBEITAZHHE

HK$’000 HK$°000
BT T BT T
Financial assets — loans and B EE - SRR EKRTIE
receivables
Financial assets included in ST AE M FE IR Y
other receivables HiEEE 37,402 34,181
Cash and cash equivalents RekBeEEY 4,894 4,698
42,296 38,879
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31.

Financial Risk and Capital Risk
Management (Continued)

(a)

204

BHAHEBRERRRAE

31. MBERREFRRERE)

Financial risk management (Continued) (a) HMBEKRERE)

(a)

Categories of financial instruments
(Continued)

Financial liabilities, at
amortised cost

Other payables

Amounts due to directors
Convertible bonds

Obligations under finance leases
Amounts due to a shareholder

(a) BIBIAZHEE)

HK$°000 HK$000
BETT BETT

MBEE  REBERF

Hfth ET 5RIE 16,153
FETEERIA 735
mkES 145,960
MERERM 377
e AR FRIE 9

163,234




31. Financial Risk and Capital Risk
Management (Continued)

(a) Financial risk management (Continued)

(b)

Financial risk management and
policies

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 cash
equivalents, other receivables,
amounts due from associates 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.

e M| RME

For the year ended 31 December 2017
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1. MBEBRREARBERE(E)
(a) HEERBERE(E)
(b) HBEBEZEREE
REEBZ T ZHBTERARHF
(a)Bbtn % 57 - ﬁ@ﬁux—r,ﬁﬁﬁlﬁ
Z BB B I T 5 R B (N R Fa
%IJiﬂliﬁ)EEH,z //|L§U§$

[EVR - R 1R 52 5 R B 2 BUSR R

TXE - EEEEERERZ

SR NEREREBEITAERZ
B

() TEEREE
HNES BB

AEERENIINE(EEZ
BERThRe ERRINFIEZ
SNERENRSFEY  H
fll U R IR - IR EE = A
A R E A A RO Iltlz$
SEEAZINERR -
EBrEEmINERR - SIE?H
RAHEREZ B HINER,
B o
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Notes to the Consolidat_ed Financial S_tateents

R T AT

31. Financial Risk and Capital Risk 31. BXERBREXNEMER(Z)

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

(b) Financial risk management and
policies (Continued)

(i)  Market risk management
(Continued)

Foreign currency risk (Continued)

The carrying amounts of the
Group’s significant foreign
currency denominated monetary
assets and monetary liabilities at
the reporting date are as follows:

Renminbi AR
Macau Pataca JEPT
United State dollar ET
Philippine Peso FREERR

PREBRERE(E)

(b) RIBEBREERKE ()

(i)

T R B HE (4E)

SNEE R\ (4B)

K& BH  REBIAINE
IMEZERRREERER

BEZEEENT

Renminbi AR
Macau Pataca SR
United State dollar =
Philippine Peso FFEERE

Assets
BE
2017
=Bt
HK$°’000 HK$’000
BEFT BT T
1,278 1,282
18 15
37,013 34,473
501 266
Liabilities
=
2017
—E—+tHF
HK$’000 HK$’000
BEFT BT T
7,146 4,445
692 734
169 105
73 45
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31. Financial Risk and Capital Risk
Management (Continued)

(a) Financial risk management (Continued)

(b) Financial risk management and
policies (Continued)

(i)

Market risk management
(Continued)

Foreign currency risk (Continued)

Sensitivity analysis

The following table indicates the
changes in the Group’s loss for the
year and consolidated equity that
would arise if foreign exchange
rates to which the Group has
significant exposure at the end of
the reporting period had changed
at that date, assuming all other
risk variables remained constant.
As the Hong Kong dollar is pegged
to the United State dollar, the risk
of movements in exchange rates
between the Hong Kong dollar
and the United States dollar is
assumed to be insignificant. The
analysis is performed on the same
basis in 2017 and 2016.

e M| RME

For the year ended 31 December 2017
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Tt FF R

31. BXERBREXNEMER(Z)

(a) HMBEABMERE)

(b) RIBEBREERKE ()

(i)

5 R B (4 )

SNEE R\ (4B)

Eﬂikﬂ Z%EEiW
EREHRHREE ﬁ$
SEMBEMERA SR
B o AR BRI ITTEE
l%ﬁ %nﬁ%nZﬁm
MR BRI TEKX o —
E—tLEN-_ZT—REND
IR —ER LT
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31.

lyard Petroleum International Group Limited

Financial Risk and Capital Risk
Management (Continued)
(a)

Financial risk management (Continued)

(b)

Financial risk management and
policies (Continued)

(i)  Market risk management
(Continued)

Foreign currency risk (Continued)

Sensitivity analysis (Continued)

Renminbi AE®
Macau Pataca R
United State dollar XN
Philippine Peso FRERZR

208
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31.

Increase

(decrease)

BHAHEBRERRRAE

= T T R

BEBREARREE(E)

(a)

PREBRERE(E)

(b) RIBEBREERKE ()

(i)

2017

It 2

Increase
(decrease)

in loss for Increase

in foreign the year and (decrease) in
exchange accumulated consolidated

rates

5%
(5%)
5%
(5%)
5%
(5%)
5%
(5%)

losses equity
AEEFR

REHEE  GARE
Bm0as)  Em(d)
HK$'000 HK$'000
BEFr  EFTT
(293) 293
293 (293)

(34) 34
3 (34)
1,842 (1,842)
(1,842) 1,842
2 21)

21 21

i [m e B HE (&)

SNEE R\ (4B)

FRENM(E)

Increase

Increase  (decrease) in
(decrease)
in foreign

loss for the
year and
exchange  accumulated
rates

losses

HKS 000

BEFT
5% (158)
(5%) 158
5% (%)
(5%) %
5% 1718
%) (1718)
5% 11
(5%) (1)

Increase

(decrease) in
consolidated
equity

HK$'000
EETT

15
(158)
3%
(36)
(1718)
1718
(L)



31.

Financial Risk and Capital Risk

Management (Continued)

(a)

(b)

Financial risk management (Continued)

Financial risk management and

policies (Continued)

(i)

(i)

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 2017, 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
recognised financial assets
as stated in the consolidated
statement of financial position.
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31. Financial Risk and Capital Risk 31. BXERBREXNEMER(Z)
Management (Continued)

(a) Financial risk management (Continued) (a) HIEERBER(E)
(b) Financial risk management and (b) HIBEBEZERBE(E)

policies (Continued)

(i) Credit risk management (i) 1EEEBREE(E)

(Continued)

In order to minimise the credit AREEREKEEEER
risk in relation to amounts due HEZEERRE  AEEED
from parties to a joint venture, BERAEETEFNERS -
the Group obtained collateral EREMEWNRIE - BRE
from parties to a joint venture. In EIREEEER 88
relation to other receivables, the HREMEETERER - K
management has strengthened T (R ERERER A 1T B LA U 1B 28
the monitoring of credit limits, HAETS o AN BEBERS
granting of credit approvals and e BRI SERNE
other credit review procedures WHRIB 2 AT Bl & B8 + LARE
to ensure that follow-up action is REHETAIRESEELZ
taken to recover overdue debts. HREEE - stltms - &
In addition, the management BERE  AEBZEER
reviews the recoverable amount BB AARRIR ©

of the individual receivable at
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 HRR S AN AEE
limited because the majority of the Rif 2 RITSHERBREET
counterparties are reputable banks PHBR T REENHR 2R
or banks with high credit ratings T HRBESZEERR
assigned by international credit- BIR -

rating agencies.
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31. Financial Risk and Capital Risk
Management (Continued)

(a) Financial risk management (Continued)

(b) Financial risk management and
policies (Continued)

(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 shares and
convertible bonds as principal
sources of liquidity. Further details
of measures taken in order to
improve the liquidity of the Group
are explained in note 3 to the
consolidated financial statements.

Cash flow forecasts are prepared
by management of the operating
segments of the Group and
aggregated by the directors of the
Company to monitor forecasts of
the Group’s liquidity requirements
to ensure it has sufficient cash to
meet operational needs.
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31. Financial Risk and Capital Risk
Management (Continued)

(a) Financial risk management (Continued)

(b)

212

(iii)

Financial risk management and
policies (Continued)

Liquidity risk management

(Continued)

The following tables detail the
Group’s remaining contractual
maturity for its financial
liabilities, which are based on

the undiscounted cash

flows of
financial liabilities and the earliest
date on which the Group can be
required to pay. The tables include
both interest and principal cash
flows.

Notes to the Consolidat;d Financial étaieents

T T I R

BHAHEBRERRRAE

31. BXERBREXNEMER(Z)

(a)

(iii)

PBEBRER(F)

(b) RIBEBREERKE ()

RBEERBEE (&)

TRAMAEERENEE
BZHBTAORHRER - Ts
ERUBEEIARAURRE
MEBARAREB AN
ZERFABAME - TRERE
MNEREBERERE -

On demand Total Total carrying
or less than More than undiscounted amount at
1 year 1 year cash flows 3111212017
RZB-—t#
RERS AEBERE +-A=t-H
SR-F SR-% TR ZREAE
HK$°000 HK$°000 HK$’000 HK$’000
ABRTT BRI BEFT BRI

2017 ZT+F
Obligations under finance leases EEHEE T 177 44 221 215
Other payables HiENZE 20,283 - 20,283 20,283
Amounts due to a shareholder  ERAREFE — 40,870 40,870 40,870
Amounts due to directors A EES 6,054 — 6,054 6,054
Convertible bonds AR ES 165,000 5,096 170,096 149,781
191,514 46,010 237,524 217,203
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31. Financial Risk and Capital Risk
Management (Continued)

(a) Financial risk management (Continued)

(b) Financial risk management and
policies (Continued)

(iii)

Liquidity risk management
(Continued)
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For the year ended 31 December 2017
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31. BXERBREXNEMER(Z)

()

On demand
or less than

(iii)

More than
1 year

PREBRERE(E)

(b) RIBEBREERKE ()

RBEERBEE (&)

Total
undiscounted
cash flows

Total carrying

amount at
31/12/2016

HK$'000 HK$'000 HK$'000
BEFT BETFT BEFT BEFT

2016 ZE-RF
Obligations under finance leases B EAHEE T 177 221 398 377
Other payables HibE 78 16,153 = 16,153 16,153
Amounts due to a shareholder AR 9 = 9 9
Amounts due to directors A EES 735 = 735 735
Convertible bonds gRES 112,500 55,000 167,500 145,960
129,574 55,221 184,795 163,234
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31. Financial Risk and Capital Risk 31. BXERBREXNEMER(Z)

Management (Continued)

(b)

214

Capital risk management

The Group’s objectives when managing
capital are to safeguard the Group’s ability
to continue as a going concern in order to
provide returns for shareholders and benefits
for other stakeholders and to maintain an
optimal capital structure to reduce the cost of
capital.

In order to maintain or adjust the capital
structure, the Group may adjust the amount of
dividends paid to shareholders, return capital
to shareholders, issue new shares or sell
assets to reduce debt.

Consistent with others in the industry, the
Group monitors capital on the basis of the net
debt-to-equity ratio. This ratio is calculated as
net debt divided by total equity. Net debt is
calculated as total liabilities (including current
and non-current 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.

(b)

BEXEBEE

AEBEREAZ BNAREAEERS
BrRreEZRED UARRREHD®RNEA
HAi M ARRE R A - W RE
BARRBARIEE AR

REFIAEEARE > NEEARHE
ENTRREZBESE REELATR
R BT EEENRDER -

HEENHEMEE B AEBERFER
s REREN o L RKUFERIR
NS E - FEFNARE(BER
BMBRRNEMRZ RS RIERB A E)
BWRERREFEYETHE - BERER
BMBARRKTR 2 AR ©



Notes to the Con

31. Financial Risk and Capital Risk
Management (Continued)

(b)

(c)

Capital risk management (Continued)

During 2017, the Group’s strategy, which was
unchanged from 2016, was to maintain the
net debt-to-equity ratio at an acceptable level.
The net debt-to-equity ratios at 31 December
2017 and 2016 are as follows:

T

=
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31. BXERBREXNEMER(Z)

(b)

EREBEE(E)

RZZT—tFR - FAEEZRE(E-Z
—NEREFTE) B FEFE S
KEFRABEZKFE - R_T—tF R
—E-RNE+-_f=+—BZFEHY
LT

HK$’000 HK$°000

BEFT JEMF T
Total debts BIETS 217,239 163,901
Less: Cash and cash equivalents J& : B4 NIREFEY (4,894) (4,698)
Net debt FETE 212,345 159,203
Total equity B 185,069 207,997
Net debt-to-equity ratio FETS M R b 2 115% 77%
Fair value measurement (c) AFEFE

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

The directors consider that the carrying
amounts of financial assets and financial
liabilities recognised in the consolidated
financial statements approximate to their fair
values.

AEEVENBEELMBABEFTRE
BUMEEARTERE -

EERRRNEAMBHRRERZMBE
ErMBREZ REERLATERS -
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32. Particulars of Subsidiaries
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32. MIBATFE

Particulars of the Company’s subsidiaries at 31
December 2017 were as follows:

Name of subsidiary

WEARAR

Kanstar Environmental Technology
Group Limited

Win Easy International Limited

Polyard Petroleum Resources
Development Inc

Mexford Holdings Limited

Carson Coal Trading Co., Limited
EEERAERRAT

Blue Sky Power Company Limited
EXENERAR
(formerly Polyard Natural Gas Power
Plant Group Limited)
(FIRARBANAEERHARAR)

Modern Lucky International Limited
MERERERAR

Polyard Petroleum (Hong Kong)
Limited
BAAR(ER)ERAR

216

Place of
incorporation/
operation
AL/ EEhY

British Virgin Islands
EERAER

British Virgin Islands
ZERAER

British Virgin Islands
EBRNHES

British Virgin Islands
ZERAER

Hong Kong
B

Hong Kong
ang Kong

BB

Hong Kong

Issued and
fully paid
share capital/
registered
capital*
Forms of EBTR
legal entity HRERK/
EERRYA Al U
International Business US$1,000
Company 100057
ERERAT
International Business US§1
Company 1%7
BREBAR
International Business Us$1
Company 0
BRERAR
International Business US$50,000
Company 50,000%7C
BRERAA
Limited Liability HK$1
Company BT
BREAT
Limited Liability HK$30,000,000
Company 730,000,007
BREFAT
Limited Liability HK$2
Company o
BREEAT
Limited Liability HK$1
Company BT
EREALT

Directly

Proportion of nominal value of issued
capitaliregistered capital held by the
Company
FRAREZERTRE/
&R fEEELH
2017 2016
E-tE 8-5E
Indirectly  Directly Indirectly
ER HR BB  EE

100% = 100% -
100% = 100% -
100% = 100% -

= 100% = 100%
= 100% —  100%
= 100% = 100%
= 100% = 100%
= 100% = 100%

RZB—+F+_A=+—8  KRAZMNE

Principal activities

Investment holding

REZR

Investment holding

RERK

Investment holding

REZR

Investment holding

REZR

Trading of minerals and
energy products
WIReREREE

Operation of
power plant

Investment holding

REZR

Investment holding

REZR
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32. Particulars of Subsidiaries (Continued) 32. fBARFHE(E)

Proportion of nominal value of issued
lssued and capitallregistered capital held by the

fully paid Company
share gt KLTREIERIRE/
registered &R EELA
Place of capital* ~ ?017 ~ ?016:
incorporation/ Forms of BRK “§-tF “R-R%
Name of subsidiary operation legal entity BRKRA/ Directly Indirectly Directly Indirectly Principal activities
HEATEH HRRL/SERY  EERKA afEs EE O BER 0 ER BE IERR
Polyard Petroleum International Company  Macau Limited Liability MOP40,000,000 —  100% —  100% Investment holding
Limited g Company 40,000,000 RARR
BRERRERERAT ERELRA .15V
Sinotech Polyard Petroleum Exploration & Hong Kong Limited Liability HK$100,000 - 70% - 70%  Provision of consultancy
Development Research Institute Limited &% Company 71100,0007T services for oil and
THERRRIRRER AR AR AT EREAT gas exploration and
development
REARERRER
BRIk
Sinotech Polyard (Beijing) Resource PRC Limited Liability HK$4,000,000 = 925% = 92.5% Provision of consultancy
Science and Technology Limited i Company 714,000,00070 services for oil and
HRARLR)ERRRERAR BRELAT gas exploration and
development
REAFERRER
Bl
Polyard International Mining Company ~ Hong Kong Limited Liability HK$1,000,000 = 100% —  100% Investment holding
Limited & Company 51,000,007 RARR
BREEREEERAT ERELRA
Joyful View International Limited British Virgin Islands  International Business US$1 100% —  100% — Investment holding
EHERERAR RBRLES Company 157 RARR
BREHAA
Polyard Petroleum Philippines Philippines Limited Liability PHP10,000,000 —  100% —  100% Mineral and energy
Company Limited, Inc. ez Company 10,000,000 related business
EREALT BYRaRREEE
Mass Leader Inc. British Virgin Islands ~ Intemational Business ~ US$50,000 - 63% - 63% Investment holding
RERLEE Company 50,0005 RELR
BREHAA
China International Mining Petroleum Hong Kong Limited Liability HK$10,000,000 - 63% - 63% Mineral and energy
Company Limited BB Company 710,000,000 related business
hEERERARARAA ERELRA R RAERE
None of the subsidiaries had issued any debt RELR - ENB QB ITEMERES -

securities at the end of the year.
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33. Details of Non-Wholly-Owned
Subsidiaries that have Material Non-
Controlling Interests

The table below shows details of non-wholly-owned

subsidiaries of the Group that have material non-

controlling interests:

BHAHEBRERRRAE

33. BREAFEFHERZFZENEL

A

TRINTASEREERHEN R IR

BB ARIFS

Proportion of ownership interest

Place of incorporation/ and voting rights held by non-  (Loss)/Profit allocated to Accumulated non-controlling
Name of subsidiary principle place of business controlling interests non-controlling interests interests
R/ FRUNRRRERER FRHLER
HEARER IRERMY EEr it Fik () /%A it FEHLER
2017 2016 2017 2017 2016
E-tf ; Z2-tf B-tF N
HKS$'000 HK$1000 HKS$'000 HK$000
b A Vi av b-iav BEFT
Mass Leader Inc BVI/Hong Kong 37% 37% (2 (5) 115 "1
EERAHE/FR
China International Mining Petroleum  Hong Kong 37% 37% 8,434 32,174 54,673 46,239
Company Limited 30
HEERBEARARAA
Sinotech Polyard Petroleum Hong Kong 30% 30% (794) (2,062) (3,432) (2,638)
Exploration & Development &k
Research Institute Limited
R ERRRSRRET AR ERAT
Individually immaterial subsidiaries (149) (226) (701) (552)
with non-controlling interests
LE i S il
O EINI
7,489 29,881 50,655 43,166
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33.

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 out below. The
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33. BREAFEFUERZFZENBL

AFHE(E)

summarized financial information below represents

amounts before intergroup eliminations.

Mass Leader Inc

Current assets mBEE

Non-current assets JEMBENEE

Current liabilities nEHEE

Non-current liabilities ERBEE

Equity attributable to owners of the RATER NELER

Company

Non-controlling interests

FEREHI R

Revenue Weas

Expenses 53

Loss for the year NEEEE

Loss attributable to owners of the RATEE AEILEE

Company

Loss attributable to the non-controlling

interests

PRl S ey S o

Loss for the year

AFEER

AEBBEAEAFEHIERE 2 ZHBEAR 2
MEEMEERIIMT - TXZHBEERBE
ETRKENHHA S °

HK$°000

HK$°000
BT T EBTT
14,072

10,000

23,753

202

117

(11)

(11)

(11)
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33. Details of Non-Wholly-Owned 33. MAEARFEHMERZFEZENBEA
Subsidiaries that have Material Non- AFEEE)

Controlling Interests (Continued)

Mass Leader Inc

HK$’000
BT
Other comprehensive income attributable K2 & B A fE(L E A
to owners of the Company 2 E —
Other comprehensive income attributable — FEFE | IERE 25 B (L Ho A
to the non-controlling interests ZEKE —
Other comprehensive income for the year ANFE EAth 2 E I i
Total comprehensive expense attributable ZN2 A AFE(
to owners of the Company FEX LR (6)
Total comprehensive expense attributable — JF#%# ARG
to the non-controlling interests 2EX LR (5)
Total comprehensive expense for the year NFE 2 E X H A% (11)
Net cash outflow from operating activities 482 %7538 & 7 1 F 58 (2)
Net cash inflow from investing activities WEEEIR &R AFE —
Net cash inflow from financing activities BB EEIR &R AF 2
Effect of foreign exchange rate changes — YMNEERE ) » 2 —
Net cash inflow WeMAFH —
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33. BAEAFEFNNESZFZENBL

China International Mining Petroleum Company Limited

HERBREEEEERA T

AFHE(E)

HK$’000
BETT

HK$°000
BETT

34,310

331,081

246,507

Current assets mBEE
Non-current assets EMBENEE
Current liabilities mBaE
Non-current liabilities ERBEE

Equity attributable to owners of the
Company

EANGIE 2PN EE

Non-controlling interests

FEFE IR

(21,456)

102,376

80,920

Revenue g

Expenses 53

Share of profit of a joint venture JEEE & EFDE
Profit for the year N g A

Profit attributable to owners of the RRABEE ANEIE R

Company

Profit attributable to the non-controlling

interests

EE e Fayi Syl

48,746

32,174

Profit for the year

N Ei A
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33. Details of Non-Wholly-Owned 33. MAEARFEHMERZFEZENBEA
Subsidiaries that have Material Non- AFBE(E)
Controlling Interests (Continued)

China International Mining Petroleum Company Limited

HERREEEEERA T

HK$°000 HK$000
BET T BETT

Other comprehensive income(expense) RAEER A EAL
attributable to owners of the Company EEWES(EH)

Other comprehensive income(expense) FE2 1 A S (S oAt
attributable to the non-controlling interests 225 (2 H)

Other comprehensive income(expense) AEEHMEERE ()
for the year

Total comprehensive income AARES AEL
attributable to owners of the Company 2HEKELREE
Total comprehensive income FEIEHI MR R RS

attributable to the non-controlling interests 2 X5 4258

Total comprehensive income REE AW

for the year FEE]
Net cash outflow from operating activities 484 %7538 & 7 H %58 (46,031)
Net cash outflow from investing activites & EEIR & 7 FHA (93,527)
Net cash inflow from financing activities MEEHRESRAFEE 140,029

Effect of foreign exchange rate changes — YMEEREF) » 2

Net cash (outflow) inflow We Rl mAFRE
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33. Details of Non-Wholly-Owned 33. BEEERFEFIMERZIZEMBA

Subsidiaries that have Material Non- AFE(E)
Controlling Interests (Continued)

Sinotech Polyard Petroleum Exploration &

Development Research Institute Limited

RN ERAERRAENREERA A

HK$’000 HK$’000
BT T BT
Current assets RENEE 28,376
Non-current assets ERBEE 1,000
Current liabilities ik 2BV 38,170
Non-current liabilities ERBEE —
Equity attributable to owners of the RATEER NELEZR
Company (6,156)
Non-controlling interests FEPE I i s (2,638)
Revenue s 6,036
Expenses F (12,910)
Loss for the year NEEEE (6,874)
Loss attributable to owners of the RRABEE ANEILEE
Company (4,812)

Loss attributable to the non-controlling FEFE I 4 R A P4 B8
interests

Loss for the year NEEEE
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33.
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Details of Non-Wholly-Owned

Subsidiaries that have Material Non-

Controlling Interests (Continued)

Notes to the Consolldated Financial Statements

BHAHEBRERRRAE

33. BREAFEFUERZFZENBL

Sinotech Polyard Petroleum Exploration &

Development Research Institute Limited

RN ERAHESRABRNRREERAR

Other comprehensive income attributable
to owners of the Company

Other comprehensive income attributable
to the non-controlling interests

RREEB AL EA
2ERE

JEPR B S G H A
ZEWE

AFHE(E)

Other comprehensive income for the year R4 H 2@ Ukzs
Total comprehensive expense attributable 72 A1 A ARG

to owners of the Company FEXHBE
Total comprehensive expense attributable — FF3% #i| £ HE 25 FE(E

to the non-controlling interests PEX HARE
Total comprehensive expense for the year A& [E2E X H 4258
Net cash outflow from operating activities 484 #7538 & 7 # 58
Net cash inflow from investing activities WEEEIR B RAFE
Net cash inflow from financing activities BB EEIR &R AT

Effect of foreign exchange rate changes

SNEERZE I FE

Net cash (outflow)/inflow

BeOnt) mAFE
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34. Information about the Statement of 34. BERAAQATMBRRERZ2ER
Financial Position of the Company

HK$°000 HK$'000

BT T BT T
NON-CURRENT ASSETS ERBEE
Property, plant and equipment Y - BB R — —
Interests in subsidiaries NG o 237,687 266,350
237,687 266,350
CURRENT ASSETS REEE
Other receivables H b U A 434 393
Cash and bank balances e MIRTT4 R 4 13
438 _406_
CURRENT LIABILITIES REBAE
Other payables E b IR (10,391) (9,180)
Convertible bonds AT AR (E 5 (149,781) (98,874)
(160,172) (108,054)
NET CURRENT LIABILITIES FREBEE (159,734) (107,648)
TOTAL ASSETS LESS CURRENT #EERARH
LIABILITIES afE 77,953 158,702
NON-CURRENT LIABILITIES FERBAR
Convertible bonds Al E S — (47,086)
Deferred tax liabilities BEERIEE R (36) (667)
(36) (47,753)
NET ASSETS BEE 77,917 110,949
CAPITAL AND RESERVES BAR#HE
Share capital A& A 117,502 117,502
Reserves s (i) (39,585) (6,553)
TOTAL EQUITY e 77,917 110,949
Approved and authorised for issue by the board of CEFEEeRN_T—\F+_A+t N NBHZAEEREK
directors on 18 December 2018. BETIED o
KUAI Wei LIN Zhang =x -
Director Director epfzE M=
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34. Information about the Statement of 34. EBEALTHBMRRERZER(E)
Financial Position of the Company
(Continued)
(i) Reserves (i) f#E

Share  Accumulated  Convertible

premium losses bonds reserve
REE FithE TERESRE
HK$000 HK$000 HK$000 HK$000
AEFT EEFT EEFT EEFT

At1 January 2016 R-E-A5-A-B W93 (957313) 634 (14,742)
Loss for the year TEEFE = (50,537) = (50,537)
Issue of shares under share subscription 1R &R 2ELTRY 56,075 = = 56,075
Recognition of equity component of B ATEREFEHTH

convertible bonds - - 3,488 3,488
Deferred tax liabilities on recognition of ~ AR EH £ T

equity component of convertible bonds 2 EXLHEEE = = (837) (837)
At 31 December 2016 R-E-A%+-A=1- 998012 (1,007,850) 3,285 (6,553)
At 1 January 2017 RZE—t5-A-H
Loss for the year TEEFE
At 31 December 2017 RIZ—+FTZA=1-H
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34. Information about the Statement of
Financial Position of the Company
(Continued)

(i) Reserves (Continued)
(a) Nature and purpose of reserves
(i) Share premium

Under the Companies Law (Revised)
Chapter 22 of the Cayman Islands,
the share premium of the Company
is available for paying distributions
or dividends to shareholders subject
to the provisions of its Memorandum
or Articles of Association and
provided 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.

(ii)  Convertible bonds reserve

The convertible bonds reserve has
been set up and is dealt with in
accordance with the accounting
policies adopted for convertible
bonds in note 3(p).

(b) Distributability of reserves
At the end of the reporting period, the
Company had no reserves available for

distribution to owners of the Company
(2016: HKS$NIl).

35. COMPARATIVE FIGURES

Certain comparative figures have been classified to
conform to current year’s presentation.

e M| RME

For the year ended 31 December 2017

2z

—E—+tFE A=+ —HIFE

Annual Report 2017 —E — + £ £

34. ERARRAMBRRRZER (E)

& ()
(a) RREZMERBN
() KREGEE

REMESBEESRRIE(KE
R H228 - KRB Z KD
E{E—JFHL\/\ /JK_X—/JJ‘K1—J-HX/L4
TR - EARRE R RA
BEIRAMAAMRNZHRE
Ko ZBE 2 IR SOR - BLE
& NRARIERRNERR
BEEBHZEIHER -

(i) FATEREFFE
ATMRES REHLE R
I*E%;%Mfzzs(p)ﬁﬁ%tﬁdﬂ}ﬁ
REFRH 2 A BRE
pi:
(b) TIEDTRIEE

MREmEHR  NRB L EFEHA
Tx\ﬁ/)ﬁ%$ AEEA(CE—R

F

35. LkEBEF

&) -

EJF%(%ET“’“’E UHaRFENZST
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Five Year Financial Summary

EFMBERE

Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

The summarised consolidated results, assets and
liabilities of the Group for the last five financial years,
as extracted from the audited consolidated financial
statements of the Group, are set out below:

Results

AEERBEAEMBFEEZGRAEE EERE
BeHME(BHREAEE 2 KEZEEUHEHRR)H
HanT

For the year ended 31 December

BE+-A=+—HLEFE

2014 2015 2016

—E-NFE ZE-—hF —ZT—F
HK$°000 HK$°000 HK$’000 HK$°000 HK$’000
BEFT BT EETT  BETT  BEFrT
Turnover e — — — —

Loss attributable to eI &

— Owners of the Company — ARXaE#EAA (40,104) (1,076,075) (99,583) (51,694) (31,992)
— Non-controlling interests — JF#E I MEAER (5,793)  (43,344)  (38,360) 29,855 6,934
(45,897) (1,119,419) (137,943)  (21,839)  (25,058)

Assets and Liabilities

EERERE

At 31 December

R+=B=+—8
2014 2015 2016 2017
—T-UF —T—hHF —T—F ZEB—tF
HK$'000 HK$000 HK$’000 HK$’000 HK$°000
BEFor BT BETor BTt  BEFr
Total assets BEE 1,469,271 274,724 273,781 371,898 402,308
Total liabilities BEE (225,213)  (149,656) (107,160) (163,901) (217,239)
Net assets FEE 1,244,058 125,068 166,621 207,997 185,069
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