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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 FBEHABBEREEERAT

| 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 2018.

2018 had remained a year of moderate recovery of world
economy clouded with instability and uncertainties in
the international political and economic environments.
Nonetheless, management continued to make efforts in
development and production while strengthening cost
controls.

On February 24, 2018, the sixth appraisal well, Polyard-9
well (“P9”) successfully spudded in. On March 6, 2018,
it reached the total depth of 860m. Then a DST started
on March 11, 2018 and ended on June 3, 2018. The
DST revealed that one layer could deliver oil at 5.79m?
per day. Based on well logging interpretation, this layer
had thickness of 13m and the oil was light waxy oil. This
well also proved that there are oil and gas reservoirs
in structurally lower position in west flank of Alegria
anticline, expanding the productive area of P8 fault block
under this project.

On March 12, 2018, CIMP entered into a Crude Oil
Sales and Purchase Agreement (“SPA”) with Tom’s
Power Petroleum Distributor Inc. (“TPPDI”). TPPDI is a
company established under the laws of the Philippines
and engages in trading and sale of oil products in the
Philippines. Based on SPA, CIMP shall gradually increase
the oil sales to TPPDI based on its production increase,
but it is subject to actual loading volume. The purchase
price would be determined based on international oil
price as per the terms of SPA.

On March 14, 2018, DOE Secretary (on behalf of
Philippines government) and CIMP signed a Joint
Declaration of Commerciality for oil jointly announcing
that Alegria oil field in Southern Cebu Island has been
proven to have a commercial quantity of oil production.
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While CIMP was implementing some work under the
evaluation and development plan of Alegria gas field,
it discovered petroleum accumulation in an oil/gas trap
near Alegria anticline. Then CIMP and DOE agreed that
(1) the Contractor would comply with all the terms in the
Oil Development Plan (“OPD”) approved on December
19, 2017; (2) Pursuant to Articles from 9.01 to 9.04,
CIMP and DOE jointly determined that Alegria oil field
in Southern Cebu Island has been proven to have a
commercial quantity of oil production; (3) The oil resource
development shall launch based on the schedule listed
in the approved OPD for the purpose to increase oil
production from Alegria oilfield. Accordingly, SC49
entered into a 25-years production period (from March
1, 2015 to February 29, 2040), which can be repeatedly
extended for a period of five years but cannot exceed 40
years in total. This production period was dating back to
the exploration period expiry date, i.e. March 1, 2015.
The production area is 430km?. DOE and CIMP estimated
that the gross oil reserves were about 27,930,000bbls;
the recoverable oil volume was 3,350,000bbls (or 12% of
gross oil reserves based on conservative estimate). The
gross gas reserves were about 9.42bcf; the recoverable
gas volume was approximately 6.6bcf (or 70% of gross
gas reserves). CIMP is making preparation to speed up
to enter into production and development.

On May 19, 2018, President of the Philippines, Rodrigo
Duterte, visited SC49 project, participated in the
valve-opening ceremony and was debriefed on SC49
development. President Duterte highly affirmed the
development results obtained in SC49, encouraging
CIMP to further expand the oil field construction and
make greater contributions to the development of the
Philippines’ energy.

In 2018, the Group placed orders for jacket furnaces,
triphase separators, middle- and large-sized oil tanks and
other production equipment in order to further promote
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the development and trading of crude oil. Four bulk tanks
capable to carry 43m?® per tank were shipped to and
install on the well site in August 2018 and then put into
operation.

In December 2018, CIMP negotiated with Greater Alegria
Oil (GAO), a Philippine buyer and expected to sign a
crude oil sales contract in early 2019.

As to the Central Luzon gas project, due to the
previously-reported delay and considering that DOE’s
permission on the extension of the 1st sub-phase and
2nd sub-phase under Exploration Phase to February 28,
2017 is conditional upon (i) drilling two exploration wells
or (ii) drilling one exploration well or acquiring, processing
and interpreting 200 line kilometers 2D seismic data
within the new sub-phase. In October 2016, due to
various force majeure reasons, the project informed DOE
that the 1st sub-phase work plan would not be completed
by the due date and requested further extension. On May
9, 2017, DOE approved this request and granted that the
consolidated 1st sub-phase would expire on November 9,
2019, subject to drill two exploration wells before the sub-
phase ended.

As to the San Miguel coal mine the project has
progressed into the production and development phase.
Phase-2 Road Construction was launched in the 2nd
quarter in 2011 to have vehicles accessing to the initial
mining area, but was pending for the governmental
agencies to issue a tree-cutting permit. The construction
can be resumed any time after the issuance of tree-
cutting permit. DOE has approved the moratorium on
work commitments for the Coal Mine Project to December
17, 2018.

As mentioned above, the development suspension can
only be resumed after the issuance of tree-cutting permit.
Therefore, the project requested a moratorium from DOE
in April 2018 once again and, as per DOE’s requirement,
requested a 10-years extension to the production period
in December 2018.
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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.

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, 6 January 2020
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Management Discussion and Analysis

Polyard Petroleum International Group Limited FBEHABBEREEERAT

Financial Review

The Group did not generate any turnover for the year
ended 31 December 2018 (2017: Nil). The Group
recorded a net loss attributable to owners of the
Company of approximately HK$40,694,000 for 2018 (2017:
approximately HK$31,992,000).

Loss for the year included an impairment loss of
approximately HK$37,000 on the Oil and Gas Project in
South Cebu, the Philippines as a result of changes in oil
prices. Loss for 2017 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 the rise in oil prices.

Administrative and other operating expenses for the year
ended 31 December 2018 amounted to approximately
HK$26,262,000 representing a decrease of approximately
HK$1,711,000 or 6%, as compared with the corresponding
period last year. The decrease was mainly attributable
to decrease in various business expenses such as
employee costs and entertainment expenses.

Finance costs for the year ended 31 December 2018
amounted to approximately HK$16,535,000 (2017:
approximately HK$19,135,000). The decrease in interest
costs was mainly resulted from expiry of the convertible
bonds and thus decrease in the imputed interest.
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Liquidity, Financial Resources, Capital and
Gearing

As at 31 December 2018, the Group had net assets
amounted to approximately HK$143.40 million (2017:
approximately HK$185.1 million) and net current liabilities
amounted to approximately HK$155.8 million (2017:
approximately HK$132.1 million). The current ratio was
21% (2017: 25%). The gearing ratio of the Group based
on the net debt to the total equity was 181% (2017:
115%).

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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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. On 3 January
2020, the Company had entered into a legally binding
Memorandum of Understanding (“MOU”) with East Asia
Oil Engineering Group Limited (“East Asia”) where East
Asia had undertaken to take over CB A from the original
holder (“Original Holder”). On the same date, the Original
Holder of CB A had completed transfer of convertible
bond with principal amount of HK$75,000,000 (“$75M
CB A1”) to East Asia. By the same MOU between the
Company and East Asia, East Asia had committed
that it would not demand for repayment of CB A by the
Company within thirty months from the date of the MOU.
The remaining principal balance of HK$25,000,000 of CB
A not yet transferred to East Asia (“$25M CB A2") are
still registered in the name of the Original Holder and
is guaranteed by Mr. Lam Nam, the ultimate controlling
party of the Company, until its disposal. In view of the
above arrangement, the Directors anticipate that the $25M
CB A2 will not be called for repayment in the foreseeable
future.

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. Up to the date of this report, the
Company and the holder of CB B are in the process of
negotiation regarding the settlement arrangement of CB B.

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

The Group had a total number of staff of 58 (2017: 51).
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$15.7 million for the year as compared with that of
approximately HK$16.1 million in 2017.

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.

Management Discussion and Analysis
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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 (“SC49”)

The 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. Oil 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 in SC49 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 of approximately HK$37,000 (2017:
reversal of impairment loss approximately HK$20.8
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. The independent valuer adopted income
approach to determine the recoverable amount of the Oil
and Gas Project as at 31 December 2018. The income
approach was based on discounted cash flow projection
covering twenty-two period using a discount rate of
16.15% p.a.

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 income 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.
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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 2018. Our Group did not have
other plans for significant investments, acquisitions and
disposal of subsidiaries as at 31 December 2018.

Charges on Assets

As at 31 December 2018, the Group did not charge any
of its assets (31 December 2017: nil) as securities for
any facilities granted to the Group.

Contingent Liabilities

Other than the disclosure under note 30 “Operating
Leases” and note 31 “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 2018.

Subsequent events

On 3 January 2020, the Company has entered into a
memorandum of understanding for share subscription
with GuangDong Namyue Capital Investment Co., Ltd.
(the “Subscriber”) pursuant to which, the Company is
agreeing to allot and the Subscriber is willing to subscribe
200,000,000 shares at the price of HK$0.18 per share
which shall rank pari passu with all existing shares of the
Company.
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Summary of Expenditure Incurred for Projects ZEEEEEZHAIBE

A summary of expenditure incurred for the above projects AEBENLBEREEZE-_T—/\F+_A=+—H1
by the Group for the year ended 31 December 2018 is as FEEEACHAIMENT :

follows:

HK$°000 HK$’000
BT T BT
Philippines Central Luzon Gas Project FEREFERKARER 717
Philippines San Miguel Coal Mine Project JE/£ZE San Miguel L FE1E B 10
Philippines South Cebu Oil and Gas Project 3F2E M EH HRIEH 5,822
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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 2018 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
2018.

Board of Directors

The Board, which comprises 6 Directors, is responsible
for the Group’s corporate policy formulation, business
strategy planning, business development, risk
management, major acquisitions, disposals and
capital transactions, and other significant operational
and financial matters. Details of the Chairman and
the other Directors of the Group are set out in the
section “Biographical Details of Directors and Senior
Management” of this report. All Directors have given
sufficient time and attention to the affairs of the Group.
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The Company complies with Rules 5.05(1) and (2) of
the GEM Listing Rules, and has three independent
non-executive Directors and at least one of whom has
appropriate professional qualifications or accounting or
related financial management expertise.

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
(resigned on 1 July 2019)
Mr. LAI 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.

5 = c8
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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 2018 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 2018 are as follows:

Ms. XIE Qun
Mr. PAI Hsi-Ping
Mr. LIN Zhang
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Audit Committee

The Company has established the Audit Committee with
written terms of reference in compliance with Rules 5.28
and 5.33 of the GEM Listing Rules. The primary duties
of the Audit Committee include reviewing the Company’s
annual report, half-year report and quarterly financial
reports and providing advice and comments thereon
to the Board. The Audit Committee is also responsible
for reviewing 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
2018 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 2018, 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 97 to 105 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:

BITES:
HEBLE

Executive Directors:
Mr. ZHAO Zhiyong

(appointed on 25 August 2017)
Mr. KUAI Wei

(resigned on 1 July 2019)

e

Mr. LAl Chun Liang RiEREE

Mr. LIN Zhang WESE
Independent Non-executive Directors: BIUKHITES
Mr. PAI Hsi-Ping BHBREE
Ms. XIE Qun HEf A

Mr. KWAN King Chi George Bae Ak
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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 the Report

This Environmental, Social and Governance (“ESG”)
Report (the “Report”) serves as a review on the
efforts and achievements made by Polyard Petroleum
International Group Limited (“PPIG” or the “Company”)
and its subsidiaries (collectively referred to as the “Group”
or “we”) for its sustainability issues in 2018. The Report
discloses the Group’s policies and practices for its
commitment to sustainable development. As a platform
for communication with all stakeholders, the Report
also makes responses to the major expectations of all
stakeholders in efforts to facilitate mutual understandings.
The Report is to be read in conjunction with the
Group’s Annual Report 2018, in particular the Corporate
Governance Report contained therein.

Reporting Boundary

The Report covers the business activities controlled
by the Group which have significant environmental
and social impacts. The 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”). Unless otherwise stated, the Report
covers specific ESG policies and performance from 1
January 2018 to 31 December 2018 (the “Reporting
Period”) and is consistent with the Group’s Annual Report
2018.

The major operation activities during the Reporting Period
includes the Group’s project of well drilling, well testing
and crude oil production activities of the Polyard-9 oil well
located in the southern part of Cebu, central Philippines
(“SC49”).
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Preparation Basis

The Report complies with all the “comply or explain”
provisions of the ESG Reporting Guide under Appendix
20 of the Growth Enterprise Market Board Listing Rules
of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), and was prepared in adherence to the four
reporting principles: materiality, quantitative, balance and
consistency.

Confirmation and Approval

The Board of the Group is fully responsible for the
Company’s environmental and social strategies and
reporting, and has reviewed and approved the Report in
March 2019.

Publication of the Report

The Report shall be published in both Chinese and
English. In case of doubt or discrepancy in the two
versions, the English version shall prevail.

Hearing from You

The Group welcomes any comments and suggestions
readers may have on the Report. Comments and
suggestions can be sent to PPIG at info-hk@ppig.com.
hk.
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1. Stakeholder Engagement 1. FNREBESSHE

The Group attaches great importance to the views AEEFEERMMABEAINER @ BERRA
of its stakeholders, continues to maintain good TRREEFTZENZMEEAFRBRETER -
communication with key stakeholders through 7D TERMPIEAREEEBNEBEEAE o K
various channels to fully understand their views and SEFBREEZNN M T RBUTREEE#
expectations of the Group’s business. The Group - BHIRIBIEETAL  BRE - BT - HE
identifies its main stakeholders as government B BPEREMHERER  WBBEERSE N
and regulatory bodies, local environmental non- NECRERE BN - EFEHAER
governmental organizations, shareholders, SENFZEESTER - I AREENE
employees, suppliers, customers and local BEGSRENMMIEREREFNHISANEITH
residents, and communicates with them through Y AEE+TOBTIEMERNER - B
corporate reports and other announcements, ZBEE. HEMBRB([EC])ES - THE
general meetings, official website, email, etc. A REETRIEMAE - FELEG A T
Additionally, as the Group’s operations involve RAOBERTEFERERE -

activities carried out in well sites with residential
communities nearby, the Group is exceedingly
concerned about the views of the local population.
Hence, the Group has organised a number of
Information, Education and Communication (“IEC”)
campaigns to comprehend the concerns and
expectations of the local community, with a view to
minimising the possible environmental and social
impacts of the business.

Integrating the feedback the Group receives from AN MAREEFSABE S R ES THRE -
its stakeholders regularly, the results of comparison HETEMBTETHERASEERENE
with the concerns of companies in the same B AEEER LA SARE S B EN =18
industry, and together with the views of the Group’s SERRZE(EENZE] - (T2 HERE
management, the Group identifies three sustainable B (2RBRE  RQLEEE - ARE
development issues that are of greatest concern BEEEESHEE-BEEHRBERNARE
of its stakeholders (“material issues”), namely (1) B AT D B TYE:ETTHE M - LA FERIZSAE A
safety and health management, (2) environmental FHIERE -

protection, and (3) community connection. The
Report details in the subsequent sections the
work implemented on these three material issues
during the Reporting Period in response to the
expectations of stakeholders.
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Sustainable Operation

The Group is well aware that the safety
management of oilfield is an integral part of our
business and is of equal importance to service
quality and profitability. Hence, the Group has been
implementing its Health, Safety and Environmental
Policy. During the Reporting Period, the Group
optimised the policy and decided to incorporate
the element of “security” into the policy, refining it
into the Health, Safety, Security and Environment
("HSSE”) Policy. The Group regards HSSE as the
main approach to achieving sustainable operations,
and firmly believes that an intertwining relationship
exists within the Group’s HSSE performance,
operational efficiency, employee motivation,
employee morale and financial success.

The HSSE Policy outlines that the Group strives
to protect the safety and health of all employees
and others that may be affected by the Group’s
operations as well as to protect the environment
where the Group operates by requiring every
employee to comply with the Group’s HSSE Policy.
This enables employees of different departments
along the production line to have specialised
skills to solve HSSE-related problems through
the implementation of corresponding prevention
and protection measures. The Policy also clearly
describes the Group’s HSSE management structure,
emergency response plans, safety prevention and
protection measures, employee health management
measures, environmental protection measures, etc.
In addition, the Policy requires all projects held
within the Group to formulate a project specific
HSSE plan to be implemented by HSSE responsible
personnel (as shown in Figure 1).

During the Reporting Period, no major accidents
related to production safety occurred in the Group.
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2.1. HSSE Management Structure 21. BE 22 RRMBB(THSSEDNE
BHEE
The Group established a clear HSSE AEEZEYEMANHSSEE L 2L - BH
management structure, defining the safety HEBFINREEERMT -

production responsibilities of each department.

Responsible for issuing guidelines for the
preparation of HSSE plans and approving
HSSE plans for each project

Project Country
Manager

B BHMHHSSER RMmE 15/ g
AW EH I H HHSSES & IH B B RE&E
Responsible for the preparation of HSSE plans for each project, -
the hiring of third-party environmental consultant and HSSE Superwsor and

pollution control officer to advise on the HSSE areas of projects Occu pational Safety &
and the coordination of HSSE work among HSSE .
coordinators of employees and contractors Health Ofﬂcerﬁ_‘
BERERBBMHSSEN R - BRAF=1RRERR 25\ B 3£
VARG E(ERLIR B HSSER Hés T8 R K153 HSSExX®= &\Hﬁtiﬁi
SI8H BT RABRE & ANHSSEL(E REEERFEE

Responsible for the implementation of

HSSE Coordinator

HSSE work and reports to the HSSE HSSE Coordinator o
Supervisor and Occupational Safety & f SC49 of Dr|II|ng Contractor
Health Officer on a regular basis ) ig #%@ﬁ
AEEBHSSETIELEMAHSSEEE | S0l he) Lletei= =01 o — :
RREZ SRR E(TER HSSEEEAE

Figure 1. HSSE Management Structure
[E1. HSSEE A
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2.2,

Employee Safety and Health Management

The Group commits to securing the health
and safety of employees, strictly complies
with laws and regulations that have a
significant impact on the Group’s operations
in the Philippines in relation to providing a
safe working environment and protecting
employees from occupational hazards (please
refer to Appendix 1 for details). During the
Reporting Period, the Group did not receive
any violations or complaints relating to
occupational health and safety that have a
significant impact on the Group.

The HSSE Policy of the Group provides a
clear framework for the implementation of
prevention and protection measures, and
also outlines various tools that could be used
for detailed recording and comprehensive
analysis. The Safety Training Observation
Programme and Jobs Safety Analysis are
implemented to identify potential hazards,
propose safety precautions and recommend
areas for improvement. The “Permit To Work”
and “Confined Space Entry” mechanisms
serve as platforms for communication
between the management, supervisors and
contractors. These mechanisms ensure that
employees performing particular tasks clearly
understand the nature of the task at hand,
as well as the potential hazards and risks
involved. Appropriate precautions could then
be taken prior to the start of the task, during
the task and after the completion of the task.
Emergency Response Plans (“ERPs”) for
major potential hazards have been established
to provide a concise guideline in case of
emergency, and the specifics of the plans and
duties are communicated to all employees.
In addition, mandatory drills are conducted
regularly requiring all relevant employees to
participate. Subsequent to the completion of
the drill, the drill supervisor will prepare the
performance evaluation report of the drill.
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Table 1. The general prevention and protection 71 : HSSEE /) — AL TERS AR E IS e
measures in the HSSE management M|

Measures
5l

. Safety Training Observation Programme (STOP)
72 sEt 8/ (STOP)
. Jobs Safety Analysis (JSA)
THEZZ2HHT(ISA)
. Permit to Work (PTW)
TEFFATRE(PTW)
. Confined Space Entry (CSE)
. Bz E% (CSE)
Prevention .
A . Drills (f}re, fII’St‘aId, toxic gas leakage etc.)
BHORAN, = EERBREFRSE)
. Emergency Response Plan (ERP)
JE=TEZR(ERP)
. Safety induction briefing
ZRESIMRE
. Safety training (International Well Control Certificate, HSSE
Certificate, Operation Certificate)
LRI (BIBRHEEE,. HSSERE., ¥EXES)
. Requesting pre-employment physical examination
ENETTRLE AR
. Providing regular and physical examinations as needed
R E A EIEEE
Protection . Providing first aid klts in project sites
Ri& A B PR R E
. Hygiene of living quarters
HEREE
. Supply of personal protection equipment
B A g e
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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
contract employee and contractor employee)
underwent physical examination prior to
employment. Following the confirmation of
their employment, employees are entitled
to receive regular physical examinations.
The Group thoroughly tracks the health
conditions of each employee through regular
physical examination, which allows the
Group to detect abnormalities or symptoms
of employees’ health as early as possible
and to make corresponding working
adjustments. In addition to offering regular
physical examinations, additional physical
examinations are provided to employees
resuming work after suffering from injury or
illness. To provide on-site first aid assistance,
designated first aid kits are placed in 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 the
development of employees’ safety awareness
as the overarching aim. Safety induction
trainings are provided to new employees, with
a test subsequent to the training to ensure
employees has attained sufficient knowledge
in safety. Instructions on project details, the
placement and function of various alarms and
emergency procedures are communicated to
each employee assigned to project sites. Drills
on fire protection, gas detection, hazardous
material handling and personal protection
are offered to employees on a regular basis.
The project supervisor prepares a full HSSE
report that includes the evaluations of various
hazards’ case studies upon the completion
of each well drilled and is provided to on-site
workers to foster their understanding of the
safety issues at project sites.

The HSSE Policies of the Group target
all third parties working in the oilfield,
and the Group takes responsibility for the
improvement of their HSSE performance.
Compliance with the Group’s HSSE Policy is
mandatory for all contractors, sub-contractors
and suppliers. The Group maintains a two-
way communication with contractors, regularly
communicates the HSSE plans to contractors
and requires them to report regularly on
relevant HSSE issues at project sites. Under
all circumstances, contractors are obligated
to report any HSSE event or incident to the
Group.
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The employees of CIMP performed first aid drill. The employees of CIMP performed fire drill.
CIMPE T#1T2RUER ° CIMPE #7787 B °

The Head of Technical Management Department

The safety and environmental warnings of the of CIMP delivered an oil well technical training for
Polyard-2 oil well of CIMP. employees.
CIMP Polyard-2)f 3550 22 2IRRE TR - CIMPEIIT BB A+ & & B TEITM I RAETI -
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Prevention Practice 1 — Blowout Prevention

Blowouts, an uncontrolled flow of gas, oil or
other releases of fluids into the environment,
have been identified as one of the major
hazards in the oil and gas industry. Apart
from 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 fires and huge explosion
are, to a certain extent, dependent on the
occurrence of 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.

Table 2. Preventive measures against
blowouts by type

Type of measure

cial and Governance Report

Specific Measure

BHAHEBREERRQE

FABGERET : BFIEHIE

HEZHERE RO ETHRE TR
ZHRARET - FEEHBEER
ABMRRRITENEIEREFZ —
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BEAE R E R B ACEANIG A o ASERIR KF
BRARRERBE  AMENELH
SE—ERE LBURRIEA AL -
b AEEREENIE ERETM
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B ARZEREBEEREREIENRS

R2  RRTE D IER HE R

4 B
. Blowout drill
HEEE
Management . Regular revision in systems and procedures
BiE FEHEE RGMNEF
. Emergency Response Plan (ERP)
=72 % (ERP)
. Detectors
ORI 28
Technology . Blowout Preventer (BOP)
Frff By 25 (BOP)
. Relief well

B 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 employees involved in the
drill are evaluated by the project manager.
A regular review of blowout prevention is
conducted, and in cases where areas of
improvement are identified during the review,
appropriate changes are incorporated. ERP
for blowouts are prepared and communicated
with personnel that are responsible for taking
emergency actions.

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 imbalance between formation pressure
and hydrostatic pressure. Uncontrolled kicks
eventually result in a blowout, and hence
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 of the hole being drilled to shut down a
well, if the flow of fluid is detected to be out
of control.
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A relief well is drilled if a blowout cannot be
controlled from the surface. There are extreme
cases, such as the case when the energy
accumulated due to enormous land pressure
formed is difficult to dissipate significantly,
and that the blowouts can be so forceful
that ordinary control measures are deemed
inadequate. In that situation, the Group will
drill a relief well and inject the well with
high-density fluids to allow the relief well to
intercept with the concerned well to generate
a hydrostatic pressure which effectively shuts
off the flow of fluid along the well.

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. Hydrogen sulphide is a
common gas found at oil and gas well sites.
The Group is well aware of the potentially
lethal nature of hydrogen sulphide release and
the likelihood of its occurrence. Workers, and
even the local community, can be incidentally
exposed to this toxic gas during exploration
activities. The Group pays particular attention
to hydrogen sulphide, sets up detection
measures as its first line of defence to prevent
the release of hydrogen sulphide at project
sites and continuously conducts real-time
monitoring of gas emission during well drilling.
The Group has not recorded any significant
hydrogen sulphide releases since the launch
of the SC49 project.
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The Group strictly requires fixed gas
detection systems for continuous monitoring
and a minimum of 2 portable electronic gas
detectors to be installed at each project
site. The detectors are placed strategically
to ensure monitoring is effective. All the
detectors are regularly inspected, and
maintained for use at all times.

A hydrogen sulphide incident 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 warnings to employees of all
levels. Prior to drilling, rigorous inspections for
hydrogen sulphide prevention measures are
carried out by the project manager to ensure
the appropriateness and effectiveness of
the implementation of the measures. During
the Reporting Period, release of hydrogen
sulphide was not detected across project sites
and no personal injury case related to the
release of hydrogen sulphide was reported.
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Apart from the safety measures and trainings
applied in the crude oil production process,
the Group also places immense importance
to the security work of oilfields. During the
Reporting Period, the Group has formulated
the security plan of oilfields to prevent anyone
from trespassing to or interfering with work in
the oilfield, ensuring the oilfield to operate in
a safe environment. The Group has arranged
local police to patrol the oilfields on a weekly
basis and has conducted monthly security
meetings with them. Additionally, taking
advantage of local residents’ familiarity with
the local community, the Group employs them
as well site security guards to effectively
prevent any illegal trespassing of strangers.
Meanwhile, the Group ensures that well sites
that are in the production phase are guarded
24 hours a day. The Group has established
a good relationship with the police force and
regularly reports to the force and seeks for
their advice on the safety condition of the
well sites. During the Reporting Period, no
incidents related to oilfield security occurred
in the Group.
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CIMP arranged local police to patrol the oilfields on
a weekly basis.
CIMPZ B 3th 2 524548 /£ i F K& -
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CIMP employed local residents as well site security
guards.
CIMPEEREMERESZHSRENAE -

2.4. Product Responsibility

Oil is a natural product, which the quality
depends on the nature of the oil reservoir.
The technology used in oil extraction and
transportation could also impact oil quality
affecting the water and mud contents. Hence,
there are many international standards and
technical specifications for oil extraction and
transportation. Currently, the Group’s oil wells
employ a closed production process that does
not involve water use, while static settlement
method is also employed to remove mud and
water to ensure that no foreign substances
are mixed into oil. In the future, with the
increasing amount of oil extracted and the
decrease of oil reservoir pressure, water will
be injected into the oil well during the oil
extraction process to improve the pressure of
the oil reservoir. For the purpose to ensure
quality we plan to install the dewatering and
desilting facility if water injection is applied.
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Meanwhile, the Group has also formulated
policies governing the delivery of products
to minimise the health and safety risk posed
by our products. In 2018, the Group entered
into contract with a crude oil distributor to
sell the crude oil produced in the CIMP’s
oilfield. Although the crude oil distributor
takes responsibility for the transportation
of the crude oil produced in CIMP’s oilfield,
the Group has nonetheless established the
CIMP General Rules on Hauling of Crude
Oil to ensure a safe and quality crude oil
transportation process. It stipulates rules
on tank trucks’ preparations before leaving
the oilfield, including loading, assaying,
HSSE requirements and other operational
requirements in order to achieve perfection
in both hardware and software to prevent
the occurrence of any oil leakage accident.
During the Reporting Period, the Group has
not received any reports of improper handling
of crude oil during the hauling of crude oil at
the project sites.

The Group has always had confidence in its
business, and it was a great honour for us
to be visited by Duterte, the President of the
Philippines on 19 May 2018 and Mr. Donato
D. Marcos, the Department of Energy (“DOE”)
Undersecretary of the Philippines on 19 Feb
2018, at the crude oil production site of the
Group’s SC49 project. The visitation allowed
government officials to understand the crude
oil production process and the quality of the
crude oil samples. President Duterte gave
recognition to the development of the SC49
project, meanwhile, he encouraged the
Group to further expand oilfield construction
to make greater contributions to the energy
development in the Philippines.
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Duterte, the President of the Philippines visited

the crude oil production site of the Group’s SC49
project on 19 May 2018.
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The Group ensures that customer data
is not divulged or used for inappropriate
purposes. During the Reporting Period, the
Group neither experienced any customer data
leakage nor received any complaints about
inappropriate use of customer information.
Meanwhile, the Group has not carried out
any advertising and labelling activities, hence
advertising and labelling matters are not
significant to the Group during the Reporting
Period.
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Mr. Donato D. Marcos, the DOE Undersecretary of
the Philippines visited the crude oil production site
of the Group’s SC49 project on 19 Feb 2018.
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Sustainable Environment

The Group strongly recognises the potential
environmental impacts generated by its 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 includes the
well drilling, well testing and crude oil production
activities of the Polyard-9 oil well of the Group’s
SC49 project. The Group’s main environmental
impacts are the direct greenhouse gas (“GHG”)
emissions, drill cuttings, electricity consumption,
water consumption and others generated from the
oil extraction and production by CIMP. In addition,
the Group’s indirect GHG emissions were mainly
derived from its purchased electricity.
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The Group strictly complies with laws and
regulations that have a significant impact on the
Group’s operations in the Philippines in relation
to air and GHG emissions, discharges into water
and land, and generation of waste (please refer to
Appendix 1 for details). The Group strives to reduce
environmental impacts at all phases of a project,
running from early project planning to operation.
The Group’s HSSE Policy encompasses the Group’s
work on environmental protection. It outlines that the
Group shall give full consideration while conducting
operation in oilfields by requiring all projects to
make plans to minimise waste and efficiently use
natural resources. Furthermore, the Policy also
states that an environmental assessment shall be
conducted on all well sites annually, and to be led
by the project supervisor along with members of
the inspection team. There have been no significant
changes in the Group’s environmental policies in
2018. During the Reporting Period, the Group did
not receive any violations or complaints relating
to environmental protection that have a significant
impact on the Group. During the Reporting Period,
since the Group’s well drilling and well testing
activities were controlled and carried out by
contractors, and the initial phase of production did
not require consumption of additional energy due to
the sufficient pressure that enabled an overflow of
crude oil, the main operating activities for which the
Group has control on do not involve significant air
pollutant emissions and direct energy consumption,
hence information on the management and policies
relating to air pollutant emissions and energy
consumption are not disclosed in the Report.
Nonetheless, the Group regulates contractors’
activities by entering into contracts with contractors
to minimise environmental impact, and pays close
attention to the possible environmental impacts
arising from the upcoming changes in the crude oil
production process.
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Philippines South Cebu Oil and Natural Gas
Project

Project Application and Planning Phase

Philippines South Cebu Oil and Gas Project SC49
is located on Montpeller village 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.
During the project application and planning phase,
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 potentially 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 Group’s programs to
alleviate the living conditions of affected families, its
commitment to help villages through social services,
and the assurance that the Group operates projects
safely through the conduction of an Environmental
Risk Assessment (“ERA”). Permission was granted
to the SC49 project to begin production after CIMP
received the ECC from DENR. The project involves
various compliance requirements based on the
conditions outlined in the ECC.
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During the Reporting Period, the Group established
a Multi-partite Monitoring Team (“MMT”), comprising
the mayor of Alegria, the local village head and
representatives from the DOE, DENR, EMB,
contractors and the Group, to continuously monitor
the project’s compliance.

MMT signed the Memorandum of Agreement in 2018.
ZHEN/NME(TMMT ) R2018F % E & HE T o

Drilling and Well Testing Phase

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 abovementioned
activities is completed in the early planning stage,
including the screening of impacts on topography,
water availability and air quality. Subsequent to
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 and well testing
for the Group’s projects. Well drilling is the core
process of exploration and development, and the
Group recognises 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 country 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
of the well site subsequent to well completion or
well abandonment.

Production Phase

The SCA49 project is situated at the Alegria Lumpan
area of onshore reservoirs with sufficient pressure
difference. Crude oil was ejected (overflow) at the
initial phase of production without the consumption
of additional energy, the setup of diesel-powered
mechanical equipment or the use of a large
amount of water. Crude oil was directly loaded and
transported away by the customer.
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3.1.

Avoiding Oil Spill

The Group designates their top priority to
avoid oil spills, but even under the most
stringent risk management, oil spills or
blowout can still occur during drilling, delivery
and storage stages. Oil 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.

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.
The team is divided into three main sections,
which include the operation, planning and
logistics sections. The operation section
takes a leading 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
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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Figure 2. The structure of the oil spill emergency response team
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3.2.

Solid Waste Management

The Group considers waste management
as an important part of environmental and
resource management. The well drilling and
testing activities of SC49 are all outsourced
to drilling contractors. Selected drilling
contractors are required to comply with the
HSSE Policy of the Group, which strictly
regulates the treatment of waste. Under the
HSSE Policy, wastes are categorised and
treated independently. Drilling is an activity
that generates 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 of roads and the lowering grades of
road, which are performed to facilitate drilling.
Hazardous wastes include fluorescent lights
and bulbs, paints, batteries, etc. Currently, the
production phase of the SC49 project mainly
produces drill cuttings and does not produce
significant hazardous waste.
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Proper waste minimisation, segregation and
treatment have been developed and well-
implemented in each project site. Waste
minimisation and effective use of resource
are monitored at the level of natural resource
usage and waste generation. Solid wastes are
further categorised 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 third parties and
kitchen wastes are collected and disposed
accordingly.

The Group reuses the materials produced
in the course of operations when feasible to
reduce waste generation by selling recyclable
materials to local residents and allowing
employees to take away the recyclable
materials as needed. Repairable spare
parts of equipment are recorded and stored
for future repairing usage. 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, they are arranged for collection
by the waste service for proper handling and
treatment.
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3.3.

Water Management and Waste Water
Treatment

The Group recognises 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.

Drilling generates tremendous friction,
which can damage the drill bit. Drilling fluid
minimises 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
optimise the usage of drilling fluid. Water used
in the formation of drilling fluid is required to
be obtained from reliable sources authorised
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 process. Drilling
fluid is circulated throughout the system, and
materials are tripped from the borehole before
cycling fluid back through screens and into the
system. The recirculation process is designed
to minimise the waste by reusing as much
fluid as possible, and the final disposal of fluid
and cuttings is treated in an environmentally
safe manner.
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Figure 3. The drilling fluid management
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Water contamination is not a major concern
during regular activities of exploration
and development. The major sources of
contamination are the materials used in
drilling, in particular those used in the
production of drilling fluid. However, the main
components are non-toxic and therefore
considered as non-hazardous substances.
In order to further minimise 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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3.4.

Environmental,

The problems associated with the combined
impact of the Group’s activities and local
weather are considered by the Group. The
Group took into consideration the climate
system and the ecological environment of the
SC49 project site 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. 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.

Currently, the production phase of the
SC49 project does not require significant
consumption of water resources.

Greenhouse Gas (“GHG”) Emissions

The Group recognises the importance of
GHG emission control. Direct GHG emissions
include carbon dioxide, methane and nitrous
oxide. During the Reporting Period, flaring
in the production process and purchased
electricity consumption were identified as the
major sources of direct GHG emissions (Scope
1) and indirect GHG emissions (Scope 2) from
the Group, respectively.
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Since methane is the main component of
the associated gas in the oil well, the Group
transforms methane (higher Global Warming
Potential) into carbon dioxide (lower Global
Warming Potential) through flaring, reducing
GHG emission effectively.

The Group is aware of the importance to
manage the ecological environment of oilfields,
and hence proactively promotes greening
projects to build a better environment. CIMP
has been planting trees that are suitable for
the local environment at drilled well sites and
has constructed a nursery. CIMP conducts
maintenance for the trees and soil to ensure
the trees to have a high survival rate. During
the Reporting Period, CIMP has planted a
total of 8,180 trees as an effort to reduce
GHG emissions.

CIMP constructed a nursery at the drilled Polyard-2
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CIMP employees organised tree-planting activities
to create a greener environment.
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3.5. The Environmental Performance 2018

GHG Emission
RERBEHER
Emission Source Quantity Intensity’
HRER 2iE BE'
Total GHG Emissions
BAERBINE
Total Emissions CO2 132.65 Metric tons 0.49 Metric tons/
BEmE Equivalent Nz Metric tons of crude oil
“aftigE production
DM/ BRBERER
Scope 1: Direct Emission
HlE—  ERHFH
The Combustion Emission of CO2 122.10 Metric tons - -
Associated Gas? Equivalent NI
A RBBRE B —EIREE
Scope 2: Indirect Emission
R MR
Purchased Electricity® CO:2 10.55 Metric tons - -
SNBE Equivalent NI
“EREE
Use of Resources
EREAE
Purchased Electricity 21,000.00 kWh 77.55 kWh/
SNEE N TR Metric tons of crude oil
production
TRE/SABRBES
Purchased Water 1,630.00 Metric tons 6.02 Metric tons/
SN B TROK N Metric tons of crude oil
production
N/ BRAGERHEES
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Total Waste Generated
BEY

Emission Source Intensity’
HERIR
rill Cutting 97.93 Metric tons 0.36 Metric tons/
B NI Metric tons of crude oil
production
NE/ GRS RES
Other Non-hazardous Waste 9.50 Metric tons 0.04 Metric tons/
Hip\EREEY N Metric tons of crude oil
production
DR/ GRS RES
Hazardous Waste 0.22 Metric tons | 8.12 x 10+ Metric tons/
BEEEY NE Metric tons of crude oil

production
D/ GRBERAES

The intensity is calculated based on the oil
production of the oilfield during the Reporting
Period in metric tons.

This calculation of GHG emissions (Scope
1) includes the associated gas produced and
flared by the oil well of CIMP, respective
calculation method and emission factors were
set out based on the 2006 IPCC Guidelines
for National Greenhouse Gas Inventories
and the GHG Protocol tool for stationary
combustion. Version 4.7 published by the
IPCC and the World Resources Institute,
respectively. The estimation of flaring
emission does not involve the emission of
N20.

Since the Group has begun to conduct
drilling, well testing and production, the Group
therefore expanded its GHG emissions (Scope
2) scope to include the well site of CIMP
located in Alegria, Cebu, and the calculation
and respective emission factors were set out
based on the GHG Protocol tool for stationary
combustion. Version 4.7 published by the
World Resources Institute.
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Sustainable Community

The Group continues to create employment
opportunities for the local community and employs

residents to promote the interaction between the

Group and the local community. Therefore, the
Group’s policies on employment and community
investment are complementary and indispensable.

41.

Building a Reliable Workforce

The Group firmly believes that employees are
one of the Group’s most important assets,
strictly complies with laws and regulations
that have a significant impact on the Group’s
operations in the Philippines in relation to
compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination,
and other benefits and welfare (please
refer to Appendix 1 for details). During the
Reporting Period, the Group did not receive
any violations or complaints relating to
compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination,
and other benefits and welfare that have a
significant impact on the Group.
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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
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.

cial and Governance Report

BHAHEBREERRQE

REEBNIRBHBAEBALRET
EFmMHeE  TREEMD Bk Fik -
MERIMMEMA TERFE - NEE
VETARRREBEZES NS X
BITE - PARIE R THER - REBAERE
BIEFEBEERFANGOES - A
b EBE T - R - ANEE LR
BT  AEBEBINEEAEENET
AR TEBETRER. HEER.

TF&EB. BIRE. RENZTETER
B o AEBEAERTE R T8RN TIER
o Ubsh - BI5 8 T FUIERERE T4
AEBREFEHEEMERFE R
BERBENRE - TIEER - THEXL
REMMBERENETEE - AEHE
BEWOFM, BB HIMBERR
B o RIEB T AR EB BRI
RIBBMZERER  URSREETIMAR
SEWENNEL - RAREHAN - A
KENS TNRBEBBREIBEAE
b e




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 reimburses employees with the
cost of fees and examinations undertaken, to
enhance their capabilities and their operating
performance in the aspects of safety and
management.

A Performance Appraisal System 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
utilise employees’ potential and to unleash
employees’ capabilities. The Group also
offers internal promotions to employees, and
the major factors considered are employees’
abilities, performance and development
potential.

The concept of work-life balance has gradually
been integrated into the various management
systems of the Group. 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. Hospitalisation and medical
benefits are established to upkeep employees’
healthiness and accident insurance is
provided to all permanent employees. In
addition to ensuring that employees are
enjoying statutory holidays, the Group also
grants leaves relating to personal matters,
such as examination leave and marriage
leave. The Group has also established plans
to promote employees’ recreation, sports and
social activities.
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CIMP employees participated in the Sinulog Festival in Cebu.
CIMPE T2 N7 75 M HY B2 225D -

The Group adopts a zero-tolerance attitude
towards bribery, extortion, fraud and money
laundering. The Group strictly complies with
laws and regulations that have a significant
impact on the Group’s operations in the
Philippines in relation to bribery, extortion,
fraud and money laundering (please refer to
Appendix 1 for details). No whistleblowing
disclosures related to anti-bribery and anti-
corruption were received. Clear rules and
statements against corruption are indicated
in the staff handbook, which all employees
have access to. Contractors, sub-contractors
and suppliers 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.

During the Reporting Period, the Group did
not receive any allegation against the Group
or its employees of bribery, extortion, fraud
and money laundering that would have a
significant impact on the Group.
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4.2.

Close Community Connection

The Group has always listened to the voices
of the community where it thrives and has
proactively responded to the livelihood
concerns of the community by setting up
a cross-sectoral platform that enables
stakeholders in the community to express their
views freely. CIMP organises IEC campaigns
regularly to understand the concerns and
expectations of local communities as well as
to share information related to the benefits
and potential impacts of the project to the
local community, providing them with a
broader picture and meanwhile enhances the
transparency of the project.

Prior to each IEC campaign, mitigation
measures for environmental and social
concerns are prepared to facilitate a better
communication with local residents hoping
that consensus could be reached between
the Group and the local residents. The Group
hopes to address local residents’ concerns
at an early stage of the project to avoid any
potential disagreement that may impact the
Group’s business activities.

The Group commits to responding to every
community concern and in complying with
relevant local laws and regulations to minimise
impact on the local community. Meanwhile,
the Group engages actively in building the
community and in bringing positive impact to
the community.
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In 2018, CIMP organised a number of IEC campaigns prior to the drilling of Polyard-9 well,

communicating with municipal officials, community residents and students in the community where the
Group operates.
720184 + CIMP{EPolyard-93 FfE AT SR I % X IEC/EE) » BAIAEELBEMEHMNTENTRE S ~ HEE
REZEEER -

In addition to focusing on the potential impact
of the Group’s business on the ecological
environment and the safety of residents’
everyday lives, the local community is also
concerned about the economic benefits that
the projects could bring. Therefore, the Group
commits to creating employment opportunities
for local communities, employing local
residents to advance project development as
well as to facilitating communication of both
sides. During the Reporting Period, CIMP
has employed over 80% of Filipino residents,
of which over 40% were from Alegria. In the
future, the Group will continue to provide job
opportunities for the local community in the oil
and gas industry in an effort to bring greater
economic benefits to the local community.

EiERR T I AN E@MERE EREIR
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Furthermore, the Group is dedicated to putting
the Group’s corporate social responsibility into
practice, strongly supports the development
of the community where the Group operates,
with a view to codevelop with the community.
The Group encourages employees to actively
integrate into the community and to establish
close and friendly relationships with the local
residents. During the Reporting Period, the
Group participated in various community
activities enthusiastically, including:

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

. Donated bags of rice to local
municipalities and distribute to residents
with living difficulties in the community

. Donated road cement to villages where
oilfields are located

. Hosted Miss Alegria Tourism well site
tour
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CIMP sponsored the annual Parish Fiesta CIMP donated bags of rice to local
celebrations in the Kawayan Festival held in municipalities and distributed to local residents.
Alegria, Cebu. CIMPRIE BT AK - YHETMEHER
CIMPE ) — & —E K75 7% & Alegriari Kawayan MEE o

FHERFEELD -

CIMP donated road cement to villages where CIMP hosted Miss Alegria Tourism well site
oilfields are located. tour.
CIMP )i [ P A A FE IR BN BR O Miss Alegria Tourism (X & 2BICIMP#15 ©
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Appendix 1: Major laws and regulations the Migg— : AEBRAREHANETHNELE
Group complied with during the AR

Reporting Period*

Laws and regulations corresponding to the aspects of the
Environmental, Social, Governance Reporting Guide®, ¢

(BRE - HEREBREEC)EEEHEAEENERS - ©

A. Environment
ABRE

Aspect A1: Emissions

EEA1 : 39

Presidential Decree No. 151 — Philippine Environmental Policy

1515 @RS CGEREIREX)

Presidential Decree No. 984 — Pollution Control Law

9845k A T2 T RIEHIE)

Presidential Decree No. 1586 — The Philippine Environmental Impact Statement System
15865 BT CGRATEIR)

Republic Act No. 6969 — Toxic Substances and Hazardous & Nuclear Waste Management of the Philippines
696955 HMBENAZZ(ESWE. BENMITHLEREYEIRE)

Republic Act No. 8749 — Comprehensive Air Pollution Control Policy

87495 HMBEUERCZFERIE)

Republic Act No. 9275 — Comprehensive Water Quality Management

927557 HMENERCZIF KA

Republic Act No. 9003 — Ecological Solid Waste Management

900357 HMBAR( LRI E R EE Y EIRE)
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Laws and regulations corresponding to the aspects of the
Environmental, Social, Governance Reporting Guide®, ©
(BB - HERERBEESDEBEHENEENZERS ©

B. Society
B.itE

Aspect B1: Employment
FEEB1 : &%

Labor Code of the Philippines "

CERE S AN )™

Republic Act No. 7877 — Anti-Sexual Harassment Law

7877 HABNER(R LR EE)

Republic Act No. 8504 — Philippine AIDS Prevention and Control

850455 H AN BDE SR GER B BB TED M)

Republic Act No. 9165 — Comprehensive Dangerous Drug Act

916557 EMEDE R & R EWE)

Department Order No. 53-03 — Drug Free Workplace Policies and Programs ™2
53-03% T X B A RFLVE R R B MBS m LIESPTIREETI 77 2188 )82
Department Order No. 73-0 5— Policy and Program on Tuberculosis Prevention and Control
73-05%5 THIgh % 3B 48 < AR Ta ) AiE S BUR A1 5 22 )

DOLE Department Advisory No. 05 Series of 2010 Guidelines for the Implementation of a Workplace Policy and
Program on Hepatitis V

25 TRt % 502010FC BN B it LIRS PR LB T R B T 5 R0 A DE 05 K554 )
Aspect B2: Health and Safety

EEB2 : @FEHEZE

Republic Act No. 11058 — Occupational Safety and Health Standards Act
110585% L MBDE (R L 2 M RFRAEE)

Aspect B6: Product Responsibility

[EEB6 : EmEE

Republic Act No. 10173 — Data Privacy Act

1017358 LM BDEZR=CE BB FLE)

Aspect B7: Anti-corruption

EBEB7 : RE5

Republic Act No. 9160 — Anti-Money Laundering Act

91605 HMBDEZ(ROEEIE)

Republic Act No. 3019 — Anti-Graft and Corrupt Practices

301955 HMBEE (R EI5BBUE)

4 The laws and regulations in this appendix are applicable 4 IEFT SRR AR AR AIFRBEBANEAEER -
laws and regulations in the Philippines.

5 Some of the laws cover a number of aspects; these laws 5 WAEEREIBEIFHENETERE  GLiE
are marked with an asterisk and the aspect it covers. EEERARENEENAHE o

6 The laws and regulations that the Group complied with 6 ILETEREMELNEEETHNEEER  REER
cannot be fully recorded here, only laws and regulations HARBEBERTENERESR -

that have a significant impact on the group are disclosed
in the appendix.
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Appendix 2: The Environmental, Social and
Governance Reporting Guide
Index

General Disclosures and Key
Performance Indicators Description

ft

—REERHERENER

A. Environmental
ARGER

Aspect A1: Emission

inronmental Somal and Governance Report
RIE -HERER

HE

NE E R

R HEREABEESDAR

Corresponding section
in the Report or other
descriptions

FRERRSHHE 5

EEA1 : HBY
General Disclosure Information on: 3. Sustainable
—BHEE (@)  the policies; and Environment
(b)  compliance with relevant laws and regulations that have a significant | 3.A[#5&%55
impact on the issuer relating to air and greenhouse gas emissions,
discharges into water and land, and generation of hazardous and
non-hazardous waste.
ERRARAZREHN  MARTIHNHES  BERESEEMNEESY
(a) BE: R
(b) BETFHETABEAYENEBEERROINER
KPI A1.1 The types of emissions and respective emissions data. Not applicable’
BERRIE SR J AR B HE R - TER
KPI'A1.2 Greenhouse gas emissions in total (in tonnes) and, where appropriate, 3.5. The Environmental
intensity (e.g. per unit of production volume, per facility). Performance 2018
RERBEGNE AT R(NER)ZE (WABESEN - BIERETE) |3.5. 2018FMRERE
KPI'A1.3 Total hazardous waste produced (in tonnes) and, where appropriate, 3.5. The Environmental
intensity (e.g. per unit of production volume, per facility). Performance 2018
FELEEEENES OIS R (ER)ZE (WASGESEN - BHERIE |3.5. 2018FNRERE
AE)
KPI'A1.4 Total non-hazardous waste produced (in tonnes) and, where appropriate, 3.5. The Environmental
intensity (e.g. per unit of production volume, per facility). Performance 2018
FEEEERENEE U E) R(NER)BE (MABESEN - BERE |3.5. 2018FMRERA
AE)
KPI A1.5 Description of measures to mitigate emissions and results achieved. 3.4. GHG Emissions
R EHRENBERAGEKR SAREREHMN
KPI A1.6 Description of how hazardous and non-hazardous wastes are handled, 3.2. Solid Waste
reduction initiatives and results achieved. Management
MR EERBEERNNE  AEELSNERILAAEKE 2 EEENER
7 During the Reporting period, the Group’s main operating 7 RAREHA  AEBNETELEZTHIE I RE

activities did not involve significant emissions of air
pollutants and direct energy consumption, and therefore
relevant data were not disclosed in the Report.

REVRRS RO PR E R - B RR%
AIREPHEREER
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General Disclosures and Key
Performance Indicators

—REBRBRERER

A. Environmental
ARGER

Aspect A2: Use of Resources
EEA2 : EREA

Environmental, Social and Governance Report
B HAREA

wE
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Description
it

Corresponding section
in the Report or other
descriptions

FHRERHEEHREMHA

General Disclosure

Policies on the efficient use of resources, including energy, water and other

3. Sustainable

—RERE raw materials. Environment
BRERER(BEER  KREMERME) MR JABERE

KPI A2.1 Direct and/or indirect energy consumption by type (e.g. electricity, gas or oil) | 3.5. The Environmental
in total (kWh in ’000s) and intensity (e.g. per unit of production volume, per | Performance 2018
facility). 3.5. 2018 MR R I
RENEANERR/SREERWE - fah) EE(ATETERIE) R
RE(MAGESEN - BERGTH)

KPI A2.2 Water consumption in total and intensity (e.g. per unit of production volume, |3.5. The Environmental
per facility). Performance 2018
BRKERTE(WNGERBN - BEREHE) 35. 2018F MIRIERE

KPI A2.3 Description of energy use efficiency initiatives and results achieved. Not applicable’
MRS G G S TER

KPI A2.4 Description of whether there is any issue in sourcing water that is fit for 3.3. Water Management
purpose, water efficiency initiatives and results achieved. and Waste Water
HERCKIER KR LA AAREE - URRARKIETEIRFMERR Treatment

33KEREBME KGR

KPI A2.5 Total packaging material used for finished products (in tonnes) and, if Not applicable®

applicable, with reference to per unit produced ENELEY

HRmMRaENHNRE R E) R(NER) 8LEENEE

Aspect A3: The Environment and Natural Resources

EHA3 : RERARER

General Disclosure

Policies on minimising the issuer’s significant impact on the environment and

3. Sustainable

—fRERE natural resources. Environment
BEBTAHRERAABREXEAY ENRE JAFHERE
KPI A3.1 Description of the significant impacts of activities on the environment and 3.1. Avoiding Oil Spill
natural resources and the actions taken to manage them. 3.4. GHG Emissions
EREBEDERERARAE RN EAYERERNEREHY ENTH 3 RMRRNER
SAREREIN
8 The Group’s main operational activities during the 8 RAREPANEZEETDHRIERHANFAE
Reporting period included drilling, well testing and crude FRomERREEES - BEMBER FlESH I
oil production activities for oil wells, and packaging TEE-

materials were not important for the above activities.
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B. Social
BHEHE

Aspect B1: Employment
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—E-NEEHR

Corresponding section
in the Report or other
descriptions

FHRERHEEHREMHA

EEB1 : E{E
General Disclosure Information on: 4.1. Building a Reliable
—fRERE (a)  the policies; and Workforce

(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.

BRHHREE BREREAM  TERE BRE TERE  Zuh - RERN

REMSBRENE :

(@) BE: Rk

(b)

b) ETHETAREATENERAELRINERN

4AFEENEET

Aspect B2: Health and Safety
[BEB2 : #EER2

General Disclosure

—RKE

Information on:

(@)  the policies; and

(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.

BRRM L2 TERGRREEE BB LEREN

(@) HBE: K

() EFHBITABERYENRBEERRIINER

2.2. Employee Safety and
Health Management
22BTR2ARFER

Aspect B3: Development and Training

[EMEB3 : &R R

General Disclosure

—RKE

Policies on improving employees’ knowledge and skills for discharging duties
at work. Description of training activities.

BRRMERRITTERE AR R RENTR - #EED

4.1. Building a Reliable
Workforce
4AEBARET
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General Disclosures and Key
Performance Indicators

—REBRBRERER

BHAHEBREERRQE

Description
it

Corresponding section
in the Report or other
descriptions

FHRERHEEHREMHA

B. Social
BHEHE

Aspect B4: Labour Standards
[BMEB4 : T EH

General Disclosure Information on: 4.1. Building a Reliable
—fRERE (a)  the policies; and Workforce
(b)  compliance with relevant laws and regulations that have a significant |4.1.5EA%8T
impact on the issuer relating to preventing child and forced labour.
B EET RS TN -
(a) HBE: Rk
() EFHBETABERYENRBEERRIINER

Aspect B5: Supply Chain Management
[EEBS : ftEHEER

General Disclosure

—RKE

Policies on managing environmental and social risks of the supply chain.
ERMREENRE R 8 AR

2.2. Employee Safety and
Health Management

3. Sustainable
Environment
22BIRRERER
JAFHERE

Aspect B6: Product Responsibility
EMHB6 : ERMEE

General Disclosure

Information on: 2.4, Product Responsibility®

—fRERE (a)  the policies; and 24 EREMES
(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.
BHFREERNRENEELARS  BS  RERLBFEARBRES :
(a) BE:R
(b) BETHETABEAYENBERIERRNNER
o The Group’s main operational activities during the o RAREHANETELEETHRERHNMAE - A

FEABRGEELD s RERETHRAE
M FEE -

Reporting period included drilling, well testing and crude
oil production activities for oil wells, advertising and
product labelling matters were not important for the Group.
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Corresponding section
General Disclosures and Key in the Report or other
Performance Indicators Description descriptions

—REBRBRERER R FHRERHEEHREMHA

B. Social
BHEHE

Aspect B7: Anti-corruption

EBEB7 : RES
General Disclosure Information on: 4.1. Building a Reliable
—RHE (a)  the policies; and Workforce

(b)  compliance with relevant laws and regulations that have a significant |4.1.5EA%8T
impact on the issuer relating to bribery, extortion, fraud and money

laundering.
BHEMILER 9% BEFRERE
(a) HBE: Rk

(b) EIHETABEATENREERRRIINER
Aspect B8: Community Investment
EEBS : HERE

General Disclosure Policies on community engagement to understand the needs of the 4.2. Close Community
—RRE communities where the issuer operates and to ensure its activities take into | Connection
consideration the communities’ interests. 42 ZF BHE
BENMELER T REEMEHBEEENRREEREHEZRLEF RN
%o
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Executive Directors

Mr. Zhao Zhiyong, aged 64, 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 EEESEERMBRAF). He is currently the
President of China Wheat (Shenzhen) Equity Investment
Fund Management Limited (FZHCORIDRERERESE
IEBR A A]). He joined the Group in August 2017.

Mr. Lai Chun Liang, aged 54, 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 37, 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 61, 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 54, 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 69 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. Wang Dengwen, aged 49, 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
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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.

Ms. Zhang Xia, aged 62, 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. Chen Hao, aged 60, 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)
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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).

Mr. Zhou Jintang, aged 54, 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 Oilfield 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 52, 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
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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 2018.

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 33 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 13 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 106.

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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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.

Operational Risk

QOil 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.

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 32 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.

88

’;M,?!g! ,mfﬂ.; “, 2=

BHAHEBREERRQE

BREBRRKRER

AEBERFERENFEEARABRRARNEEE
BEETREBEREN AEEZEA—RBUIRE
ERRERTFRERBARERIOREREAELR
EOEATBIEE EITIRIERET G - E/\iﬁiﬁﬁﬁ
FEZRULCRETERCRREER)E#  BIE
FEARBRBEETEEREARBEZREARE
E) LEBREERIE AEHBEREEEBE
EREEEEERELREEE UL RER - BT
FIRBEE T FI 2 o Zﬁ’ilzﬁﬁﬁﬁﬁé?ﬁa‘%%ﬁﬁﬁﬁ
VB EEERREKOEE RIEH
B - BKRPMERERE - iﬁfREEFﬁ&$L\
AIBEGemRBEETREAABERATHBN -
AEBHRBRERE £2 MREMNHSEE R
R ARBREERFAYETIHREHEAREE
BIOER ©

3=\

EFETERRBIMNAFEZRE -




Reserves

Details of movements in the reserves of the Company
during the year are set out in note 35(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 110.

Property, Plant and Equipment

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

Convertible Bonds

Details of movements in the convertible bonds of the
Company are set out in note 24 to the consolidated
financial statements.

Share Capital

Details of the movements in share capital of the Company
are set out in note 27 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 Islands, 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 2018 are set out in note 35(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 2018 is set out on page 248 of the annual
report.

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 (resigned on 1 July 2019)

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.
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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 2018.

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 80
to 85 of the annual report.
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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 2018, 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 (“SFO”)), 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 2018, 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 FsROEE
(Note 1)

(Ftat1)

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

Lam Nam 1,890,295,931 (L)
MR (Note 2)
(Hfzt2)

48,480,000

Haitong International

250,000,000 (L)

Securities Company (Note 3)
Limited (Kta£3)
HRBERESARAT
Shu Xin 152,580,000
AL

Rebiort of the birectors

EERE

Annual Report 2018 — & — \ & £

FERRRADARODREBER G 2 ER
5P =99

RZE—N\F+ZA=+—H0 BEFHEQFH
BITBABSN  RARB ZIRHD K, SRR
BEREELEMBEIENEXVIE2RINEHZ BT
BRARNAR R HEE 2 #Em KR - kB
R B M A R A IS R T EA ST R E i
BB ARIZIREARG LINE 2 AR AHEES%
FA LB AT IEARBIREES RS
1&BIZEI6EBFEZ T ERRELMAARLSRCEE
R -

Approximate

percentage
Capacity of interest
54 BAERBESH
Beneficial owner 64.35%
EnEEA
Interest of a 64.35%
controlled corporation
YA R 2 s
Beneficial owner 1.65%
EnEEA
Beneficial owner 8.51%
EnEEA
Beneficial owner 5.19%
EnEEA
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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.

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

Save as disclosed above, as at 31 December 2018, 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.

Rebirt of the birectors

EERE

Annual Report 2018 — & — \ & £

EEBARODRES 2 &R

RAFRERNRR BEETESF  KFSEZR
BERRB T NETFRABEBRBEARRSHAMEAM
EABBZ RN IESMERNE RN - HHR
EITEBRERN - MAR B SE MK E R F I E
SEEMRY SEF RESBZEBIAM T
NEFEBERRBREMEMEABE 2 ZFHE
R o

FREFRHER
RIBEZRA REF RESBZBEALRE

A ARRE D EITIRAS% A £ 2 BRBENAE
Bz A REEAERE P A TS -

RHARRERE
REAZABEMMARETAA  BEENARE

TEMZZEREEATRPERHARERE &
=DM ARRF BTG 225% ©

95



Report of the If)irectors

BEERE

Polyard Petroleum International Group Limited BHAMBEREBEGREAT

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.

On behalf of the Board
Zhao Zhiyong
Chairman

Hong Kong, 6 January 2020
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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 106 to 247, which
comprise the consolidated statement of financial position
as at 31 December 2018, and the consolidated statement
of profit or loss, consolidated statement of profit or loss
and other comprehensive income, consolidated statement
of changes in equity and 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 2018, 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.

TV A - 208 181 58K K 151 1501-8 =
Rooms 1501-8, 15" Floor, Tai Yau Building,
181 Johnston Road, Wanchai, Hong Kong.
il Tel: (852) 3103 6980
H Fax: (852) 31040170
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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 2018 have been prepared
assuming that the Group will continue as a going
concern. We draw attention to note 2 to the consolidated
financial statements which indicates that the Group
incurred a net loss attributable to owners of the Company
of approximately HK$40,694,000 for the year ended 31
December 2018 and, as of that date, the Group had
net current liabilities of approximately HK$155,820,000.
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 2 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 16 and 19 to the consolidated
financial statements, the Group had interests in a joint
venture of approximately HK$361,377,000 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$38,639,000 as at 31 December 2018. 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 2018 and as a result of the impairment
assessment had recognised in the consolidated statement
of profit or loss for the year ended 31 December 2018,
an impairment loss in respect of the interests in the
joint venture amounting to approximately HK$37,000
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
2018 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 2018.

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

- We checked the mathematical accuracy of the
valuation.

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.
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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.

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

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

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 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 the contents of this report.
Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in
the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the
basis of these consolidated financial statements.
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As part of an audit in accordance with HKSAs,
we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:

— ldentify 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.
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—  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.

—  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.
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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.

Confucius International CPA Limited
Certified Public Accountants

Wong Kam Hing

Practising Certificate Number: P05697
Hong Kong

6 January 2020
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ment of Profit or Lo

Py |
G A

BHAHEBREERRQE

Notes
Mtat

Turnover =101 6
Other income E AU A 6
Administrative and other operating THEHMEERS

expenses
Finance costs BE AR 7
Impairment losses recognised on PIBER R R 2

deferred exploration expenditure BIEREE 17
Impairment losses recognised on LA & A R FIERER

amounts due from associates ZBEEE 18
Share of results of a joint venture JEEEEhFEFESA 16
Loss before income tax MRATS B AT 18 8
Income tax credit FriSfiE e 9
Loss for the year AEEFE
Attributable to: Pt

Owners of the Company ViN/NEIEZE DN

Non-controlling interests B MR
Loss per share SEREE 11

— Basic (in HK cents) — EARGEN)

— Diluted (in HK cents) — g (B
The accompanying notes form an integral part of these Babt 2 B s R ANER S

consolidated financial statements.
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HK$’000 HK$°000
BT T B TFT
Loss for the year rEEER (25,058)
Other comprehensive income (expense) Ht2HEWKZ (X H)
Items that may be reclassified 8 LIRS i S Y Enied
subsequently to profit or loss: HA ¢
Exchange differences on translation of BREBINSEREEZ
foreign operations HEH Z58 2,130
Total comprehensive expense AEEZHEXH
for the year i (22,928)
Attributable to: L
Owners of the Company KRBER A (30,417)
Non-controlling interests IEEHIME RS 7,489
(22,928)
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Consolidated étatement

Notes
BfeE
NON-CURRENT ASSETS FRBEE
Property, plant and equipment WE - HE K& 14
Interests in associates i NI 15
Interests in a joint venture NEERENRER 16
Deferred exploration expenditure BRI PRA X 17
CURRENT ASSETS REBEE
Amounts due from associates NI B 18
Other receivables Hofth fE U GRIE 19
Cash and cash equivalents RekReEEY 20
CURRENT LIABILITIES REAE
Other payables Efth fE{ /I8 21
Amounts due to directors B EE KA 22
Convertible bonds AR ESH 24
Obligations under finance leases MEMEEMT
— current portion —mENELD 26
NET CURRENT LIABILITIES BERBEE
TOTAL ASSETS LESS CURRENT HWEERRE
LIABILITIES =N
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Notes HK$’000 HK$’000
Mtat BT T B TFT
NON-CURRENT LIABILITIES FRBAE
Amounts due to a shareholder JEAH IR FRIE 23 (40,870)
Deferred tax liabilities EERIEEE 25 (36)
Obligations under finance leases MEMEEMT
— non-current portion —IERBN B 26 (44)
(40,950)
NET ASSETS BEE 185,069
CAPITAL AND RESERVES R R &
Share capital [N 27 117,502
Reserves R 16,912
Equity attributable to owners KATHEAA
of the Company el 134,414
Non-controlling interest B MR 50,655
TOTAL EQUITY MR 185,069

Approved and authorised for issue by the Board of

Directors on 6 January 2020.

Zhao Zhiyong

Director Director

LIN Zhang

LEReN _T_FTF— A/NAZEREBEETIE -

HEE HE
EF EF
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BHAHEBREERRQE

Attributable to owners of the Company

FAAWENEL
Convertible Non-
Share Share Share  Exchange bonds  Accumulated controlling
capital premium reserve reserve reserve losses interests
TR FEHk
Re  BOEE  ROBE  EXRE  BARE  RiES s
HK$'000 HK$000 HK$000 HK§ 000 HK$'000 HK$000 HK$'000 HKS 000 HK$000
i BT M B B # B B B
At 1 January 2017 RoE-tE-A-A 7502 99,012 985 (1,560) 3285 (953,303) 164,831 43,166 207,997
(Loss) proft for the year En(B8)aH - - - - - (31,992) (31,992) 6,934 (25,088)
Other comprehensive income FEREMAENG
for the year - - - 1575 - - 1575 55 2130
Total comprehensive income RERAANA(TL)EE
(expense) for the year - - - 1,575 - (31,992) (30.417) 7489 (22.928)
At 31 December 2017 RF-1E+2A=1-1
and 1 January 2018 k=%-N\E-A-R
Loss for the year EmgE
Other comprehensive income (expense)  AEEEBRRAR(TH)

for the year

Total comprehensive expense for the year AEF2Ex L%

At 31 December 2018

N-E-J\Et-A=1-H
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HK$’000 HK$°000
BT T BT
OPERATING ACTIVITIES e
Loss before income tax BRETIS T AT E B (41,078) (25,689)
Adjustments for: FEE
Interest income FEMA (1) (1)
Interest expenses B H 16,535 19,135
Depreciation e 301 300
Share of results of a joint venture EiEaahEER 37 (20,880)
Impairment losses recognised on MR R R Z
deferred exploration expenditure REBE 141 717
Impairment losses recognised on FLREUES & A R IBER 2
amounts due from associates VERI=) S - 20
Operating loss before movements in EEEREHAEIZ
working capital K EE (24,065) (26,398)
Increase in other receivables A Y SR IE I AN (175) (695)
Increase in amounts due from associates JRE LTSt 5 1 B R IR N - (20)
Increase in other payables o Ath i A5 FRIE A0 5,516 3,797
NET CASH USED IN OPERATING REEEFTFE
ACTIVITIES BeTHE (18,724) (23,316)
INVESTING ACTIVITIES BRETH
Interest received B UFLE 1 1
Additional investment in a joint venture REEREZEIMNGE (3,944) (5,822)
Purchase of property, plant and equipment B EY% - H&E M RE (16) (19)
Advance to parties to a joint venture BNEERER (2,034) (3,092)
NET CASH USED IN INVESTING RETEFERE
ACTIVITIES FEE (5,993) (8,932)
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ment of Cash FIos

Py |
G A

BHAHEBREERRQE

FINANCING ACTIVITIES

Interest paid

Advance from directors

Advance from a shareholder

Repayment of obligations under
finance leases

NET CASH GENERATED FROM
FINANCING ACTIVITIES

NET DECREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR
Effect of foreign exchange rate changes

CASH AND CASH EQUIVALENTS AT END
OF THE YEAR

ANALYSIS OF THE BALANCES OF CASH
AND CASH EQUIVALENTS
Cash and bank balances

HK$’000 HK$°000
BT T JEBTF T
REEE
BEAFE (14,980)
REEZESBK 5,319
REREBK 40,861
RMEMEETER
(162)
BEEHELECRESEE
__________________________________________ 31,038 _
RERRSEEYRDFHE
(1,210)
FEANzRERASESEY
4,698
HNESTE R E) 2 & 1,406
FRZBESRESESEY
4,894
RERRSEEYZERDIT
] & RIRITHERR 4,894
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General Information

Polyard Petroleum International Group Limited
(the “Company”) is a public limited company
incorporated in the Cayman Islands and its shares
are listed on the GEM of The Stock Exchange
of Hong Kong Limited. Its parent is Silver Star
Enterprises Holdings Inc. (incorporated in the British
Virgin Islands) and the ultimate controlling party
is Mr. Lam Nam. The addresses of the registered
office and principal place of business of the
Company are disclosed in the corporate information
section of the annual report.

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.

The consolidated financial statements are presented
in Hong Kong dollars (“HK$”), which is also the
functional currency of the Company.

Notes to the Consblidated Financial Statements
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Polyard Petroleum International Group Limited FBEHABBEREEERAT

2. Basis of Preparation of Consolidated 2. HENBHBRRNERERE
Financial Statements

Going concern BEgE

The Group incurred a net loss attributable to owners AEBRBZE-_Z—\F+ZA=+—HL
of the Company of approximately HK$40,694,000 FEHESEAREEABRGEBEERFELEE
for the year ended 31 December 2018 and, as of 40,694,000t kB EZA - AEBFRBAE
that date, the Group had net current liabilities of 49 /5748 %155,820,0007T ° Lt EIE RBRFAE
approximately HK$155,820,000. These conditions BATHAEZ @ MAEHAEEZFELE
indicate the existence of a material uncertainty BENBREARR  EMEASBEERLER
which may cast significant doubt on the Group’s XBREREREEREEER -

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.
In order to ensure the Group’s ability to operate as RERASEFELENEN  ARTESE
a going concern, the directors of the Company have EHEUA TEHE

implemented measures as follow:
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Basis of Preparation of Consolidated
Financial Statements (Continued)

Going concern (Continued)

(i) In relation to the convertible bonds with
principal amount of HK$100,000,000 (“CB
A”), subsequent to the reporting period, on
3 January 2020, the Company had entered
into a legally binding Memorandum of
Understanding (“MOU”) with East Asia Oil
Engineering Group Limited (“East Asia”)
where East Asia had undertaken to take
over CB A from the original holder (“Original
Holder”). On the same date, the Original
Holder of CB A had completed transfer of
convertible bond with principal amount of
HK$75,000,000 (“$75M CB A1”) to East Asia.
By the same MOU between the Company
and East Asia, East Asia had committed that
it would not demand for repayment of CB A
by the Company within thirty months from
the date of the MOU. The remaining principal
balance of HK$25,000,000 of CB A not yet
transferred to East Asia (“$25M CB A2") are
still registered in the name of the Original
Holder and is guaranteed by Mr. Lam Nam,
the ultimate controlling party of the Company,
until its disposal. In view of the above
arrangement, the Directors anticipate that the
$25M CB A2 will not be called for repayment
in the foreseeable future.

In relation to the convertible bonds with
principal amount of HK$50,000,000 (“CB B”),
up to the date of this report, the Company
and the holder of CB B are in the negotiation
regarding the settlement arrangement of CB B.
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Polyard Petroleum International Group Limited FBEHABBEREEERAT

2. Basis of Preparation of Consolidated 2. RENBHERNWEREEE)
Financial Statements (Continued)

Going concern (Continued) BELE(E)

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

(i) The ultimate controlling party has undertaken (i) mEEFAEAERERRES BN
to provide adequate funds to enable the SEMEEGER  WRHMKE TR EHE
Group to meet its liabilities and to settle ME=ZFERE  FAKEHRIEZSR
financial obligations to third parties as and /—\Hﬁ%iﬁi‘iﬁﬁﬁt‘f‘_flﬂ A
when they fall due so that the Group can ﬁ““.é.*%ﬂ’%ﬁﬁ?"‘@%ﬁij(ﬁﬂﬁﬁ it
continue as a going concern and carry on 9| CRERERIT TN ERARAAREERES
its business without a significant curtailment Eﬁ%m BEERSEMBEHMEBEE
of operations for the twelve months from EE °

the date of approval of 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 have been satisfied.

(iv) The directors of the Company will continue (iv) ARAEEHEBEREERNESAEE
to implement measures aiming at improving LEESRBESRENER  BRERY
the working capital and cash flows of the BER—RITH A R EERR -

Group including closely monitoring general
administrative expenses and operating costs.
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Basis of Preparation of Consolidated
Financial Statements (Continued)

Going concern (Continued)

The directors of the Company have carried out
a detailed review of the cash flow forecast of the
Group for the next twelve months from the reporting
date taking into account the impact of the 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. Accordingly, the consolidated financial
statements for the year ended 31 December 2018
have been prepared 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.

Notes to the Consol
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Polyard Petroleum International Group Limited FBEHABBEREEERAT

3. Application of New and Amendments 3. ERAFITRKEITEBNBREER
to Hong Kong Financial Reporting ([ERMBREERL D)

Standards (“HKFRSs”)

New and amendments to HKFRSs that are RAFEBFERZ T REIETBEBMBER
mandatorily effective for the current year HEER|

The Group has applied the following new and RAFEER  REBDEXAREAATHEES
amendments to HKFRSs issued by the Hong Kong iR e([EEetMAe )BHZHT &
Institute of Certified Public Accountants (“HKICPA”) BETE B ERE 4R

for the first time in the current year:

HKFRS 9 Financial Instruments BB RLENER METIA
HKFRS 15 Revenue from Contracts with BB RS LR KPR HMARIBBEEBEIAR
Customers and the related F15%
Amendments
HK (IFRIC)-Int 22 Foreign Currency Transactions and EZh(ARMEREAE IETHRBMRE
Advance Consideration ZE®)-REELY
Amendments to HKFRS 2 Classification and Measurement ERMBHRSERE2E URDEAR G2 ERTE
of Share-based Payment EHE
Transactions
Amendments to HKFRS 4  Applying HKFRS 9 Financial BEBRLRNES ERBUBREENERRBAY
Instruments with HKFRS 4 {BETA —HER 2 EAUBREENZR
Insurance Contracts BEIA
Amendments to HKAS 28  As part of the Annual Improvements EAQERIFE A E-NMEER-E-NERHESE
to HKFRSs 2014-2016 Cycle EHE HHRBEER  FEEL—HH
Amendments to HKAS 40  Transfers of Investment Property EE QLR 405 BYRENE
{BETA
Except as described below, the application of the AN LA BTt - MAREERAF T REEETE
above new and amendments to HKFRSs in the BRI E R MG R EBAREE KBFE
current year has had no material impact on the BN BERRERRE S Eme R
Group’s financial performance and positions for the Fras m I R s A (T E K 2 -

current and prior years and/or on the disclosures
set out in these consolidated financial statements.
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Application of New and Amendments
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (Continued)

HKFRS 15 Revenue from Contracts with
Customers

The Group has applied HKFRS 15 for the first time
in the current year. HKFRS 15 superseded HKAS
18 Revenue, HKAS 11 Construction Contracts and
the related interpretations.

The Group has applied HKFRS 15 retrospectively
with the cumulative effect of initially applying
this Standard recognised at the date of initial
application, 1 January 2018. Any difference at
the date of initial application is recognised in the
opening accumulated losses and comparative
information has not been restated. Furthermore, in
accordance with the transition provisions in HKFRS
15, the Group has elected to apply the Standard
retrospectively only to contracts that are not
completed at 1 January 2018. Accordingly, certain
comparative information may not be comparable as
comparative information was prepared under HKAS
18 Revenue and HKAS 11 Construction Contracts
and the related interpretations.

Based on the assessment by the directors of the
Company, the application of HKFRS 15 has had
no significant impact on the timing and amounts
of revenue recognised in the current year and the
accumulated losses at 1 January 2018.

Notéé tothe Consblidated Firllrancial Sta;ements
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Financial Statements

Polyard Petroleum International Group Limited FBEHABBEREEERAT

3. Application of New and Amendments 3. ERAFITRKEITEBNBREER
to Hong Kong Financial Reporting ([BBMBHREEN ] (EF)

Standards (“HKFRSs”) (Continued)

HKFRS 9 Financial Instruments ERMBREEREIRMBE IR

In the current year, the Group has applied RAFERN  NEEBEDEAT BT HHRE%ER
HKFRS 9 Financial Instruments and the related FORH BT AREMBBIH KRS LA
consequential amendments to other HKFRSs. BEET A - BB BEmELREIRSIAFH
HKFRS 9 introduces new requirements for 1) the THEIENFEE - DV BEERMBEERN
classification and measurement of financial assets NERFE - 2)MBEENEREEREL(E
and financial liabilities, 2) expected credit losses BMEEBRX]RI) —MEFSHEE -
(“ECL”") for financial assets and 3) general hedge

accounting.

The Group has applied HKFRS 9 in accordance REEDRBEBM B RS ERERFTH A
with the transition provisions set out in HKFRS 9, WEVMEXERB AV BHmEERZER - A
i.e. applied the classification and measurement HRZZT—N\F—A— BB ERRBE)HR
requirements (including impairment under ECL BIEEEROTEEHEASERTERTE(R
model) retrospectively to instruments that have FEHEEBAEXTHRE) B RBHRN
not been derecognised as at 1 January 2018 —E-NF—A—HELAKRIERNITAEA
(date of initial application) and has not applied the ZEHRE - —E—tFET-A=1T—HHKE
requirements to instruments that have already been BE-_ZE-N\F-A-BNEEECHNER
derecognised as at 1 January 2018. The difference REV R2HEE R EMEZR D PR - Ml
between carrying amounts as at 31 December 2017 MBI B LB AR} o

and the carrying amounts as at 1 January 2018
are recognised in the opening accumulated losses
and other components of equity, without restating
comparative information.

Accordingly, certain comparative information may Eit - BRI ELRER IRIER A2 ER]
not be comparable as comparative information was FIRERMTE : BRBRITERE - AL A
prepared under HKAS 39 Financial Instruments: HEEFA B EER -

Recognition and Measurement.

Accounting policies resulting from application ERAEBMBRELEREENSHBENES
of HKFRS 9 are disclosed in note 4 to the B 75 TR T AR 4 FR -

consolidated financial statements.
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Application of New and Amendments
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (Continued)

HKFRS 9 Financial Instruments (Continued)

Summary of effects arising from initial
application of HKFRS 9

Classification and measurement of financial assets
and financial liabilities at amortised cost

All recognised financial assets and financial
liabilities that are within the scope of HKFRS 9 are
subsequently measured at amortised cost.

Impairment under ECL model

Financial assets at amortised cost mainly comprise
of other debtors, which loss allowances are
measured on 12m ECL basis, and there have been
no significant increase in credit risk since initial
recognition.

Based on the assessment by the Group, the
accumulated amount of impairment loss to be
recognised under the expected credit loss model of
HKFRS 9 is immaterial to the Group and therefore
no additional credit loss allowance is recognised
against accumulated losses as at 1 January 2018.
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3. Application of New and Amendments 3.
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (Continued)

BB 1 RERZHET REB T BB IR
HER

New and amendments to HKFRSs in issue but
not yet effective

AEEYEREFEATIERMERRERZ
el RIRERTRBM B IRE LR -

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

HKFRS 16 Leases' RENBREEAE16E  HE
HKFRS 17 Insurance Contracts? ERB R R E175 RIRAH?
HK (IFRIC)-Int 23 Uncertainty over Income Tax EH(ERagRERE PSRRI N HEE I

Treatments' ZE®)-REELY

Amendments to HKFRS 9 Prepayment Features with Negative EBIBREENF% SERMEEHRAIEMER
Compensation' EHEN

Amendments to HKFRS 10 Sale or Contribution of Assets between ERMBRSERFEI0RR REEEHMENRHAE

and HKAS 28 an Investor and its Associate or BES R85 PEZRNEELET

Joint Venture? EHE A

Amendments to HKAS 19 Plan Amendment, Curtailment or BESTENEIORBITA  HEET  BHaLE
Settlement’

Amendments to HKAS 28 Long-term Interests in Associates and EESHERERREEITA  REEAFIRAELENRY
Joint Ventures' s

Amendments to HKFRSs Annual Improvements to HKFRSs EABRREER B A “E-RFE_ELERY
2015-2017 Cycle' 2 BRUBREEAFERE

g Effective for annual periods beginning on or after 1

January 2019.

2 Effective for annual periods beginning on or after 1

January 2021.

S Effective date to be determined.

Except for the new and amendments to HKFRSs
mentioned below, the directors of the Company
anticipate that the application of all other new and
amendments to HKFRSs will have no material

! REIE-NF—A— B UERRZFED

AR -

2 RIE-—F—A Bk UERRZFES

AR -
3 EMAEFE ©

B PRt BT R] &2

RAERT BB S 2R

SN ARPEERHEAMA EMbF] REE
FIEEMBHREENNA RERE I EHES
MEBRRBREATE -

impact on the consolidated financial statements in
the foreseeable future.
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Application of New and Amendments
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (Continued)

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model
for the identification of lease arrangements and
accounting treatments for both lessors and lessees.
HKFRS 16 will supersede HKAS 17 Leases and the
related interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service
contracts on the basis of whether an identified asset
is controlled by a customer. In addition, HKFRS 16
requires sales and leaseback transactions to be
determined based on the requirements of HKFRS
15 as to whether the transfer of the relevant asset
should be accounted as a sale. HKFRS 16 also
includes requirements relating to subleases and
lease modifications.

Distinctions of operating leases and finance leases
are removed for lessee accounting, and is replaced
by a model where a right-of-use asset and a
corresponding liability have to be recognised for all
leases by lessees, except for short-term leases and
leases of low value assets.

Noiéé tothe Consblidated Financial Staiements
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Polyard Petroleum International Group Limited

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

HKFRS 16 Leases (Continued)

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, as well as the
impact of lease modifications, amongst others. For
the classification of cash flows, the Group currently
presents upfront prepaid lease payments as
investing cash flows in relation to leasehold lands
for own use and those classified as investment
properties while other operating lease payments are
presented as operating cash flows. Upon application
of HKFRS 16, lease payments in relation to lease
liability will be allocated into a principal and an
interest portion which will be presented as financing
and operating cash flows respectively.

Under HKAS 17, the Group has already recognised
an asset and a related finance lease liability for
finance lease arrangement and prepaid lease
payments for leasehold lands where the Group is a
lessee. The application of HKFRS 16 may result in
potential changes in classification of these assets
depending on whether the Group presents right-of-
use assets separately or within the same line item
at which the corresponding underlying assets would
be presented if they were owned.
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Application of New and Amendments
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (Continued)

HKFRS 16 Leases (Continued)

Other than certain requirements which are also
applicable to lessor, 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.

Furthermore, extensive disclosures are required by
HKFRS 16.

As at 31 December 2018, the Group has non-
cancellable operating lease commitments of
approximately HK$1,324,000 as disclosed in
note 30 to the consolidated financial statements.
A preliminary assessment indicates that these
arrangements will meet the definition of a lease.
Upon application of HKFRS 16, the Group will
recognise a right-of-use asset and a corresponding
liability in respect of all these leases unless they
qualify for low value or short-term leases.

Notes to the Consblidated Financial Statements
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3. Application of New and Amendments
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (Continued)

HKFRS 16 Leases (Continued)

In addition, the Group currently considers
refundable rental deposits paid of approximately
HK$530,000 as rights and obligations under leases
to which HKAS 17 applies. Based on the definition
of lease payments under HKFRS 16, such deposits
are not payments relating to the right to use the
underlying assets, accordingly, the carrying amounts
of such deposits may be adjusted to amortised
cost. Adjustments to refundable rental deposits paid
would be considered as additional lease payments
and included in the carrying amount of right-of-use
assets.

The application of new requirements may result

in changes in measurement, presentation and
disclosure as indicated above.
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Significant Accounting Policies

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

The consolidated financial statements have been
prepared on the historical cost basis at the end
of each reporting period, as explained in the
accounting policies set out below.

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 Share-based
Payment, leasing transactions that are within the
scope of HKAS 17 Leases, and measurements
that have some similarities to fair value but are not
fair value, such as net realisable value in HKAS 2
Inventories or value in use in HKAS 36 Impairment
of Assets.
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4. Significant Accounting Policies
(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.

The principal accounting policies are set out below.
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Significant 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.

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.
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Significant Accounting Policies
(Continued)

Basis of consolidation (Continued)

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

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

Non-controlling interests in subsidiaries are
presented separately from the Group’s equity
therein, which represent present ownership interests
entitling their holders to a proportionate share of net
assets of the relevant subsidiaries upon liquidation.

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 those policies.

A joint venture is a joint arrangement whereby the
parties that have joint control of the arrangement
have rights to the 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.
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Significant Accounting Policies
(Continued)

Investments in associates and joint ventures
(Continued)

The results and assets and liabilities of associates
and joint ventures are incorporated in these
consolidated financial statements using the equity
method of accounting. The financial statements
of associates and joint ventures used for equity
accounting purposes are prepared using uniform
accounting policies as those of the Group for like
transactions and events in similar circumstances.
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. Changes in net assets of the associate/
joint venture other than profit or loss and other
comprehensive income are not accounted for unless
such changes resulted in changes in ownership
interest held by the Group. When the Group’s
share of losses of an associate or 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 obligations or made payments on
behalf of the associate or joint venture.
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Polyard Petroleum International Group Limited FBEHABBEREEERAT

Significant Accounting Policies
(Continued)

Investments in associates and joint ventures
(Continued)

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

The Group assesses whether there is an objective
evidence that the interest in an associate or a
joint venture may be impaired. When any objective
evidence exists, the entire carrying amount of
the investment (including goodwill) is tested for
impairment in accordance with HKAS 36 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 forms 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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Significant Accounting Policies
(Continued)

Investments in associates and joint ventures
(Continued)

When the Group ceases to have significant
influence over an associate or joint control over a
joint venture, it is accounted for as a disposal of the
entire interest in the investee with a resulting gain
or loss being recognised in profit or loss. When the
Group retains an interest in the former associate or
joint venture and the retained interest is a financial
asset within the scope of HKFRS 9/HKAS 39, the
Group measures the retained interest at fair value
at that date and the fair value is regarded as its fair
value on initial recognition. The difference between
the carrying amount of the associate or joint venture
and the fair value of any retained interest and any
proceeds from disposing the relevant 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) upon disposal/partial disposal of the
relevant associate or joint venture.
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4. Significant Accounting Policies 4, TEEFEE(E)

(Continued)

Investments in associates and joint ventures REEATAREECECIRE(E)

(Continued)

The Group continues to use the equity method ERBENTZIRERNARNEGEREZRE -

when an investment in an associate becomes an FREEREZIRERARBEARZERE

investment in a joint venture or an investment W AEBEERAERE DERSHARE

in a joint venture becomes an investment in an R ETGENTEQATE -
associate. There is no re-measurement to fair value

upon such changes in ownership interests.

MARERDERBERRHELLEZHER
BEDEAREREECREDSE  AIAKER

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, profits and losses
resulting from the transactions 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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Significant Accounting Policies
(Continued)

Revenue from contracts with customers

Under HKFRS 15, the Group recognises revenue
when (or as) a performance obligation is satisfied, i.e.
when “control” of the goods or services underlying
the particular performance obligation is transferred
to the customer.

A performance obligation represents a good or
service (or a bundle of goods or services) that is
distinct or a series of distinct goods or services that
are substantially the same.

Control is transferred over time and revenue is
recognised over time by reference to the progress
towards complete satisfaction of the relevant
performance obligation if one of the following
criteria is met:

. the customer simultaneously receives and
consumes the benefits provided by the
Group’s performance as the Group performs;

. the Group’s performance creates and
enhances an asset that the customer controls
as the Group performs; or

. the Group’s performance does not create an
asset with an alternative use to the Group
and the Group has an enforceable right to
payment for performance completed to date.

Otherwise, revenue is recognised at a point in time
when the customer obtains control of the distinct
good or service.

Service fee income is recognised when the related
services are rendered and the amount receivable
can be measured reliably.
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Significant Accounting Policies
(Continued)

Lease

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 lessee

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

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

Lease (Continued)
The Group as lessee (Continued)

Operating lease payments, including the cost
of acquiring land held under operating leases,
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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Significant Accounting Policies
(Continued)

Foreign currencies

In preparing the financial statements of each
individual group entity, transactions in currencies
other than the functional currency of that entity
(foreign currencies) are recognised at the rates
of exchanges prevailing on the dates of the
transactions. At the end of the reporting period,
monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date.
Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair
value was determined. Non-monetary items that
are measured in terms of historical cost in a foreign
currency are not retranslated.

Exchange differences arising on the settlement
of monetary items, and on the retranslation of
monetary items, are recognised in profit or loss in
the period in which they arise, except for 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 disposal or partial disposal of
the Group’s interests in associates/joint ventures.
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Significant Accounting Policies
(Continued)

Foreign currencies (Continued)

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

Retirement benefit costs

Payments to state-managed retirement benefit
schemes and the Mandatory Provident Fund (“MPF”)
Scheme are recognised as an expense when
employees have rendered service entitling them to
the contributions.

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be
paid as and when employees rendered the services.
All short-term employee benefits are recognised
as an expense unless another HKFRS requires or
permits the inclusion of the benefit in the cost of an
asset.
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Significant Accounting Policies
(Continued)

Short-term employee benefits (Continued)

A liability is recognised for benefits accruing to
employees (such as wages and salaries, annual
leave and sick leave) after deducting any amount
already paid.

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 loss before
tax because 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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Significant Accounting Policies
(Continued)

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 the initial
recognition (other than in a business combination)
of assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting
profit. In addition, deferred tax liabilities are not
recognised if the temporary difference arises from
the initial recognition of goodwill.

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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Significant Accounting Policies
(Continued)

Taxation (Continued)

The carrying amount of deferred tax assets is
reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable
that sufficient taxable 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 is
realised, based on tax rate (and tax laws) that have
been enacted or substantively enacted by the end
of the reporting period.

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

Current and deferred tax are recognised in profit or
loss.
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Polyard Petroleum International Group Limited

4. Significant 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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Significant 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

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

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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Polyard Petroleum International Group Limited

Significant Accounting Policies 4, TEEFEE(E)
(Continued)
Property, plant and equipment M- BERRE

Property, plant and equipment including leasehold
improvement, equipment, furniture and fixtures and
motor vehicles held for use in the production or
supply of goods or services, or for administrative
purposes are stated in the consolidated statement
of financial position at cost less subsequent
accumulated depreciation and subsequent
accumulated impairment losses, if any.

Depreciation is recognised so as to write off the

FERMNEESIREE R RRB A IETEA
BHME  BELRE(BEAENERE
WMRERE  RMREKEARSE)RNEA M
R RIZRAERE & R E R A& R
REBR(E)IIK -

ERTERMEEERE EJZZIK/JEME#Tﬁ)ﬂﬁ

cost of assets less their residual values over BRIBREETAESETE - Bt ERSE
their estimated useful lives, using the straight-line B - FIREERTERTEN S WMERARETR

method. The estimated useful lives, residual values
and depreciation method are reviewed at the end
of each reporting period, with the effect of any
changes in estimate accounted for on a prospective
basis.

Assets held under finance leases are depreciated
over their expected useful lives on the same
basis as owned assets. However, when there is
no reasonable certainty that ownership will be
obtained by the end of the lease term, assets are
depreciated over the shorter of the lease term and
their useful lives.

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 the disposal or retirement of an item of property,
plant and equipment is determined as the difference
between the sales proceeds and the carrying
amount of the asset and is recognised in profit or
loss.
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Significant Accounting Policies
(Continued)

Impairment of tangible assets

At the end of the reporting period, the Group
reviews the carrying amounts of its tangible assets
with finite useful lives to determine whether there
is any indication that these assets have suffered
an impairment loss. If any such indication exists,
the recoverable amount of the relevant asset is
estimated in order to determine the extent of the
impairment loss, if any.

The recoverable amount of tangible assets are
estimated individually, when it is not possible to
estimate the recoverable amount individually, the
Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs.
When a reasonable and consistent basis of
allocation can be identified, corporate assets are
also allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less
costs of disposal and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pre-
tax discount rate that reflects current market
assessments of the time value of money and the
risks specific to the asset (or a cash-generating
unit) for which the estimates of future cash flows
have not been adjusted.
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Polyard Petroleum International Group Limited FBEHABBEREEERAT

4. Significant Accounting Policies
(Continued)

Impairment of tangible assets (Continued)

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

Where an impairment loss subsequently reverses,
the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate
of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset (or
a cash-generating unit) in prior years. A reversal
of an impairment loss is recognised immediately in
profit or loss.

Provisions

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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Significant Accounting Policies
(Continued)

Financial instruments

Financial assets and financial liabilities are
recognised when a group entity becomes a party
to the contractual provisions of the instrument.
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 market place.

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables
arising from contracts with customers which are
initially measured in accordance with HKFRS 15
since 1 January 2018. Transaction costs that are
directly attributable to the acquisition or issue
of financial assets and financial liabilities (other
than financial assets or financial liabilities at
fair value through profit or loss) are added to or
deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable
to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are
recognised immediately in profit or loss.
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Polyard Petroleum International Group Limited FBEHABBEREEERAT

4. Significant Accounting Policies 4, TEETHEERE
(Continued)
Financial instruments (Continued) MEITAE)
The effective interest method is a method of BERAME AN EVBEERMBEE B
calculating the amortised cost of a financial asset AR R BB B A B R A R A B 2 5
or financial liability and of allocating interest income %o BERFIETNIRM G EES B EEFF I
and interest expense over the relevant period. The Bz BEHAMEGETARRRSBSRA RS
effective interest rate is the rate that exactly discounts RBEEERNESZEMBO 2EXNHE
estimated future cash receipts and payments WEEHBRAREE XA RAMBESIT
(including all fees and points paid or received BERMBZVS AR ZREFE

that form an integral part of the effective interest
rate, transaction costs and other premiums or
discounts) through the expected life of the financial
asset or financial liability, or, where appropriate, a
shorter period, to the net carrying amount on initial

recognition.

Interest income which are derived from the Group’s RAEREBBAFESBRECFEWAZTAHE
ordinary course of business are presented as other A ©

income.
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)

Financial assets

Classification and subsequent measurement of
financial assets (upon application of HKFRS 9
with transitions in accordance in note 3 to the
consolidated financial statements)

Financial assets that meet the following conditions
are subsequently measured at amortised cost:

. the financial asset is held within a business
model whose objective is to collect the
contractual cash flows; and

. the contractual terms give rise on specified
dates to cash flows that are solely payments
of principal and interest on the principal
amount outstanding.
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Polyard Petroleum International Group Limited

4. Significant Accounting Policies
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of
financial assets (upon application of HKFRS 9
with transitions in accordance in note 3 to the
consolidated financial statements) (Continued)

Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost and debt instruments/
receivables subsequently measured at FVTOCI.
Interest income is calculated by applying the
effective interest rate to the gross carrying amount
of a financial asset, except for financial assets that
have subsequently become credit-impaired (see
below). For financial assets that have subsequently
become credit-impaired, interest income is
recognised by applying the effective interest rate to
the amortised cost of the financial asset from the
next reporting period. If the credit risk on the credit
impaired financial instrument improves so that the
financial asset is no longer credit-impaired, interest
income is recognised by applying the effective
interest rate to the gross carrying amount of the
financial asset from the beginning of the reporting
period following the determination that the asset is
no longer credit impaired.
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application
HKFRS 9 with transitions in accordance with note 3)

The Group recognises a loss allowance for ECL
on financial assets which are subject to impairment
under HKFRS 9. The amount of ECL is updated at
each reporting date to reflect changes in credit risk
since initial recognition.

Lifetime ECL represents the ECL that will result
from all possible default events over the expected
life of the relevant instrument. In contrast, 12-month
ECL (“12m ECL”) represents the portion of lifetime
ECL that is expected to result from default events
that are possible within 12 months after the
reporting date. Assessment are done based on the
Group’s historical credit loss experience, adjusted
for factors that are specific to the debtors, general
economic conditions and an assessment of both the
current conditions at the reporting date as well as
the forecast of future conditions.
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Polyard Petroleum International Group Limited FBEHABBEREEERAT

4. Significant Accounting Policies 4.
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application
HKFRS 9 with transitions in accordance with note 3)
(Continued)

For all instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there
has been a significant increase in credit risk since
initial recognition, the Group recognises lifetime
ECL. The assessment of whether lifetime ECL
should be recognised is based on significant
increases in the likelihood or risk of a default
occurring since initial recognition.

(i)  Significant increase in credit risk

In assessing whether the credit risk has
increased significantly since initial recognition,
the Group compares the risk of a default
occurring on the financial instrument as at
the reporting date with the risk of a default
occurring on the financial instrument as at
the date of initial recognition. In making
this assessment, the Group considers both
quantitative and qualitative information that
is reasonable and supportable, including
historical experience and forward-looking
information that is available without undue
cost or effort.
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application
HKFRS 9 with transitions in accordance with note 3)
(Continued)

(i)

Significant increase in credit risk (Continued)

In particular, the following information is taken
into account when assessing whether credit
risk has increased significantly:

an actual or expected significant
deterioration in the financial instrument’s
external (if available) or internal credit
rating;

significant deterioration in external
market indicators of credit risk, e.g. a
significant increase in the credit spread,
the credit default swap prices for the
debtor;

existing or forecast adverse changes
in business, financial or economic
conditions that are expected to cause
a significant decrease in the debtor’s
ability to meet its debt obligations;
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Polyard Petroleum International Group Limited FBEHABBEREEERAT

4. Significant Accounting Policies 4, TEEFEE(E)
(Continued)
Financial instruments (Continued) MEITAE)

MBEE(#E)

Financial assets (Continued)

BB E R E (RN L3 & BB T 8 e
RIS BRE) (&)

Impairment of financial assets (upon application
HKFRS 9 with transitions in accordance with note 3)

(Continued)
(i)  Significant increase in credit risk (Continued) (iy EERREZLME)
. an actual or expected significant . ERAREEEERNTAREE
deterioration in the operating results of B
the debtor;
. an actual or expected significant . %@(Ei&/\%% EWAPNUINE TS
adverse change in the regulatory, BEBAEE  KBENBEMEREERELN

economic, or technological environment EB?%I?EHEE?(T*'J”H:
of the debtor that results in a significant
decrease in the debtor’s ability to meet

its debt obligations.

Irrespective of the outcome of the above Emin TG A RN AEBRES
assessment, the Group presumes that the R EEIE30ERE - EERKR A Y]
credit risk has increased significantly since TRTESRLARE RIBIE AN « BRIEAREE B
initial recognition when contractual payments SR RAISEERFRRIE R °

are more than 30 days past due, unless

the Group has reasonable and supportable

information that demonstrates otherwise.
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The Group regularly monitors the
effectiveness of the criteria used to identify
whether there has been a significant increase
in credit risk and revises them as appropriate
to ensure that the criteria are capable of
identifying significant increase in credit risk
before the amount becomes past due.
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application
HKFRS 9 with transitions in accordance with note 3)
(Continued)

(ii)

(iii)

Definition of default

For internal credit risk management, the
Group considers an event of default occurs
when information developed internally or
obtained from external sources indicates that
the debtor is unlikely to pay its creditors,
including the Group, in full (without taking into
account any collaterals held by the Group).

Irrespective of the above, the Group considers
that default has occurred when a financial
asset is more than 90 days past due unless
the Group has reasonable and supportable
information to demonstrate that a more
lagging default criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when
one or more events of default that have a
detrimental impact on the estimated future
cash flows of that financial asset have
occurred. Evidence that a financial asset
is credit-impaired includes observable data
about the following events:
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Polyard Petroleum International Group Limited FBEHABBEREEERAT

4. Significant Accounting Policies
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application
HKFRS 9 with transitions in accordance with note 3)
(Continued)

(iii)  Credit-impaired financial assets (Continued)

. significant financial difficulty of the
issuer or the borrower;

. a breach of contract, such as a default
or past due event;

. the lender(s) of the borrower, for
economic or contractual reasons relating
to the borrower’s financial difficulty,
having granted to the borrower a
concession(s) that the lender(s) would
not otherwise consider;

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

. the disappearance of an active market

for that financial asset because of
financial difficulties.
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application
HKFRS 9 with transitions in accordance with note 3)
(Continued)

(iv)

Write-off policy

The Group writes off a financial asset when
there is information indicating that the
counterparty is in severe financial difficulty
and there is no realistic prospect of recovery,
for example, when the counterparty has been
placed under liquidation or has entered into
bankruptcy proceedings, or in the case of
trade receivables, when the amounts are
over one year past due, whichever occurs
sooner. Financial assets written off may still
be subject to enforcement activities under
the Group’s recovery procedures, taking into
account legal advice where appropriate. A
write-off constitutes a derecognition event.
Any subsequent recoveries are recognised in
profit or loss.
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Polyard Petroleum International Group Limited FBEHABBEREEERAT

4. Significant Accounting Policies 4.
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application
HKFRS 9 with transitions in accordance with note 3)
(Continued)

(v) Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e.
the magnitude of the loss if there is a default)
and the exposure at default. The assessment
of the probability of default and loss given
default is based on historical data adjusted by
forward-looking information. Estimation of ECL
reflects an unbiased and probability-weighted
amount that is determined with the respective
risks of default occurring as the weights.

Generally, the ECL is the difference between
all contractual cash flows that are due to the
Group in accordance with the contract and
the cash flows that the Group expects to
receive, discounted at the effective interest
rate determined at initial recognition.

Where ECL is measured on a collective
basis or cater for cases where evidence at
the individual instrument level may not yet
be available, the financial instruments are
grouped on the collective basis:
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application
HKFRS 9 with transitions in accordance with note 3)
(Continued)

(v) Measurement and recognition of ECL
(Continued)

. Nature of financial instruments (i.e. the
Group’s trade and other receivables,
finance lease receivables and amounts
due from customers are each assessed
as a separate group. Loans to related
parties are assessed for expected credit
losses on an individual basis);

. Past-due status;

. Nature, size and industry of debtors;
and

. External credit ratings where available.

The grouping is regularly reviewed by
management to ensure the constituents of
each group continue to share similar credit
risk characteristics.

Interest income is calculated based on the
gross carrying amount of the financial asset
unless the financial asset is credit impaired,
in which case interest income is calculated
based on amortised cost of the financial
asset.
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Polyard Petroleum International Group Limited FBEHABBEREEERAT

4. Significant Accounting Policies 4, TEEFEE(E)
(Continued)
Financial instruments (Continued) MEITAE)
Financial assets (Continued) BHEEE)
Classification and subsequent measurement of BB EESBREETE(R=ZF—/TF—H
financial assets (before application of HKFRS 9 on —HEF & BRI B //5739575/5//)

1 January 2018)

The Group’s financial assets are classified into the REBZUBEESBRANUTEEER - &A
following specified categories: financial assets at FEFABRIEZMBEE - HEZIIEE
fair value through profit or loss (“FVTPL”), held- & A EMBEERERRERKIE - 5
to-maturity investments, AFS financial assets and BB MBEE 2 ME kB WREE LR A
loans and receivables. The classification depends RETAETE - MIEESBEENHENBE
on the nature and purpose of the financial assets EDNEXSAEEBERRBUBRER - EREE
and is determined at the time of initial recognition. FHENBENHENKEE - WEKRKNTIS
All regular way purchases or sales of financial FRAAISEOIRE 2 RREERARNEE -

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.

Loans and receivables BRI FE W RIE

Loans and receivables are non-derivative financial B R EMGRIE A IERE RIS R E M A
assets with fixed or determinable payments that BEEkAEERBZIFTETEMBERE - 1
are not quoted in an active market. Subsequent to I HERE - B R EWEIE (B3 H b FE UL
initial recognition, loans and receivables (including HEMRERRESEY) IAERFERER
other receivables and cash and cash equivalents) BB AR EMRERT E -

are measured at amortised cost using the effective
interest method, less any impairment.

Interest income is recognised by applying the PR PTAESR I S B K 2 78 HA pE U sk IE S -
effective interest rate, except for short-term BUAGER BRI RER -

receivables where the recognition of interest would
be immaterial.
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of
HKFRS 9 on 1 January 2018)

Financial assets, other than those at FVTPL, 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 financial assets have been affected.

For all financial assets, objective evidence of
impairment could include:

. 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 re-organisation;
or

. or disappearance of an active market for that
financial asset because of financial difficulties.
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Polyard Petroleum International Group Limited

4. Significant Accounting Policies
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of
HKFRS 9 on 1 January 2018) (Continued)

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 the 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.

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. Changes
in the carrying amount of the allowance account
are recognised in profit or loss. When an other
receivable is considered uncollectible, it is written
off against the allowance account. Subsequent
recoveries of amounts previously written off are
credited to profit or loss.
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of
HKFRS 9 on 1 January 2018) (Continued)

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.

Derecognition of financial assets

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 recognises
its retained interest in the asset and an associated
liability for amounts it may have to pay. 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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Polyard Petroleum International Group Limited

Significant Accounting Policies
(Continued)

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

On derecognition of a financial asset measured at
amortised cost, the difference between the asset’s
carrying amount and the sum of the consideration
received and receivable is recognised in profit or
loss.

Financial liabilities and equity
Classification as debt or equity

Debt and equity instruments 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 Company are recognised at the
proceeds received, net of direct issue costs.
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)

Financial liabilities and equity (Continued)

Financial liabilities at amortised cost

Financial liabilities including other payables,
amounts due to directors, convertible bonds,
obligations under finance leases, amounts due
to a shareholder are subsequently measured at
amortised cost, using the effective interest method.

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.

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.
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Polyard Petroleum International Group Limited

4. Significant Accounting Policies
(Continued)

Financial instruments (Continued)
Convertible notes (Continued)

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.

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.
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Significant 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)

(i)

(iii)

has control or joint control over the
Group;

has significant influence over the Group;
or

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

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

(i)

(i)

(iii)

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

subsidiary and fellow

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

both entities are joint ventures of the
same third party.
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Polyard Petroleum International Group Limited FBEHABBEREEERAT

4. Significant Accounting Policies 4, TEEFEE(E)
(Continued)
Related parties (Continued) BEAL(E)
(b) An entity is related to the Group if any of the (b) HFFE TIEMGME BN EEEAREE
following conditions applies: (Continued) BRaE (&)
(iv) one entity is a joint venture of a (v) —HERBRF=FEEB2EED
third entity and the other entity is an ¥ ME—BEBRZE=ZFEE
associate of the third entity. ZHEENT] o
(v) the entity is a post-employment benefit (v) BANEENEAERFHE
plan for the benefit of employees of Z BOEENDZR T CBERE
either the Group or an entity related to AMETEl -
the Group.
(vi) the entity is controlled or jointly (viy EBEBX(a)T#5 A TE R E %
controlled by a person identified in (a). EE I
(vii) a person identified in (a)(i) has (vii) R@)(I)FIHMATHEREEAR
significant influence over the entity or FENLBZERB(IZER 2T
is a member of the key management NENEEERBENXE o
personnel of the entity (or of a parent of
the entity).
(viii) the entity, or any member of a group (vii) ZEBAZEEMBEEE 2 (EM
of which it is a part, provides key KEARRRAEESIARE &
management personnel services to the NEREEEZERE -

Group or to the Group’s parent.
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Significant Accounting Policies
(Continued)

Related parties (Continued)

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)  the person’s children and spouse or domestic
partner,;

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

(iii) dependents of that person or that person’s
spouse or domestic partner.

Segment reporting

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

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

(Continued)

Cash and cash equivalents ReRALEEY

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.

Critical Accounting Judgements and Key
Sources of Estimation Uncertainty

In the application of the Group's accounting policies,
which are described in note 4 to the consolidated
financial statements, the directors of the Company
are required to make judgements, estimates and
assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from
other sources. The estimates and associated
assumptions are based on historical experience and
other factors that are considered to be relevant.
Actual results may differ from these estimates.

The estimates and underlying assumptions are
reviewed on an on-going basis. Revisions to
accounting estimates are recognised in the period in
which the estimate is revised if the revision affects
only that period, or in the period of the revision and
future periods if the revision affects both current
and future periods.
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Critical Accounting Judgements and
Key Sources of Estimation Uncertainty
(Continued)

Critical judgements in applying accounting
policies

In the application of the Group’s accounting
policies, which are described in note 4 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 2018, the Group held 80% (2017:
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 a 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.

Notéé tothe Consblidated Firllrancial Sta;ements

e |RMEE

For the year ended 31 December 2018
HE T \F+_A=1+—HILFEE

Annual Report 2018 — & — \ & £

BEAEFHERMAFIRERZENEE
RR (48

e FA & B BRI B2 ) IR

FE R E BTSRRI 4Pl B0 7N 52 B & 5 IR
Ay BIEE R T HGREMBRERPE
ERTEYERANHE -

BERY
E-N\F+-A=t+—R0 AEEFEA

n=
S L2 80% (ZZE—+4F : 80%) R EifEx o
HREREBARRERER LN S2HE
EBEE - WAREEHEE S EE R
B AR IR o

%

ESEENARFAREREZEERE
At RIFEEE 2 - S ELHERAR
BHRERPEOERAELE -

fhEt TREM N EZRR

T XA iR & MR AR R ] se E BUA  E
ZEERAGERMENT A BEERZ2M®
HERABZ AKEREERRLEBUEET
ASEZHMBRERE -

173




Notes to the Consolidated

e MR MEE

For the year ended 31 December 2018
BT N\F+_A=1+—HIFEZF

Polyard Petroleum International Group Limited

Critical Accounting Judgements and
Key Sources of Estimation Uncertainty
(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 2018, the carrying amounts

of interests in a joint venture was approximately
HK$361,377,000 (2017: approximately HK$357,470,000).
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Critical Accounting Judgements and
Key Sources of Estimation Uncertainty
(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 value 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 value of amounts due from parties
to a joint venture as at 31 December 2018 were
approximately HK$38,639,000 (2017: approximately
HK$36,605,000).
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6. Turnover and Other Income 6. EEHERHMWA
The Group did not have any turnover during the AEBFATEELEFRNEER(ZE—+
year (2017: 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 BT T

Bank interest income RITH BUA 1 1
Other miscellaneous income E MBI A 793 79
Service income BRFSUA 1,103 1,196
1,897 1,276

7. Finance Costs 7. BERAK

HK$°’000 HK$°000

BT T BT

Interest expenses on bank overdraft RITBEXZ 2 FBFAX 87 102
Late charges of interest expenses on  AJI(EHFF BT 2

convertible bonds wHAE 1,222 232

Interest expenses on convertible bonds AJ % (&5 2 F & 15,219 18,786

Finance lease charges REHEER 7 15

16,535 19,135
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Note

8. Loss Before Income Tax 8.

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

edilgia;éiaIiStatements
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Annual Report 2018 =& — )\ £ &£

BRATEBIAIE R

BRETSHATEIRC NRIATIER ¢

HK$’000 HK$’000
BEF T BT T
Staff costs (including directors’ BINKN(BEESEHE)
emoluments)
— Salaries, allowances and benefits ~ — #F& « EBI R EWFIS
in kind 15,912
— Discretionary bonus — MiBIEAL —
— Retirement scheme contributions — RUREFEIHER 179
16,091
Auditor’s remuneration 2
Audit service FEZ RS 1,050
Non-audit service BRI —
1,050
Depreciation of property, plant and Y% - BB RERETE
equipment 300
Operating lease payments for land and i MIEF MR EZ
buildings and equipment TR A FRIE 2,009
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9. Income Tax Credit 9. FBFHER

Income tax credit recognised in profit or loss RERABERZHERES

HK$’000 HK$’000
BT T BT
Current income tax AERFRIA =
Deferred tax RIS I 631
Income tax credit for the year KEERFHER 631
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Income Tax Credit (Continued)

No Hong Kong Profits Tax has been provided as
the Group had no assessable profits in Hong Kong
for the year (2017: Nil).

Under the law of the PRC on Enterprises Income
Tax (the “EIT Law”) and Implementation Regulation
of the EIT Law, the applicable PRC EIT rate of the
Group’s PRC subsidiaries is 25% for both years.

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 (2017: Nil).

Notes to the Consblidated Financial Statements

e |RMEE

For the year ended 31 December 2018
HE T \F+_A=1+—HILFEE

Annual Report 2018 — & — \ & £

FRiSBiER ()

RS BN AT E A BAE BB E £ ERTUE
MZF—tF: &) AMLEAREENS
o

BREHBECEMEHE(TEERERE]D ki
EMBRBERERIED - AREHEKEARR
MEFE 2 ERTBEREMEHES25%

REMRIAERES 2 HRIZARRIEER 2
BITHEETE -
REE ZRIERIA BB E A SR AR E 55 EL

R EREERIRBRA -

E2piSEIRAIVER TRy S ok iz Pl Y X S i o
HOREEATRR - 8030 L B BT TR B IR R R
ERBEE -

RERLTBERNRAERBREERBRRE(Z
T—tF E)-

179




e BRRME

For the year ended 31 December 2018
BE—_FT—\F+-_A=+—HILFE

Polyard Petroleum International Group Limited FBEHABBEREEERAT

9. Income Tax Credit (Continued) 9. FBBERE)

AEEMEHEARA REEBERZBAENR

The income tax credit for the year can be reconciled

to the loss before income tax per the consolidated ATEEYRRIT ¢
statement of profit or loss as follows:

HK$’000 HK$’000
BT T BT

Loss before income tax bR Er1S 8 Al &S 18 (25,689)
Notional income tax, calculated at REBREERBRABRTHE

the tax rates applicable to the FreficaEd

jurisdictions concerned (3,372)
Tax effect of share of results of a joint JEEAEPEEE I HGTE

venture (3,445)
Tax effect of impairment losses JE B 2 N B FRIB R E B 1B

recognised on amounts due from MR E

associates 3
Tax effect of impairment losses RIE B R SOREE B TER

recognised on deferred exploration 2R

expenditure 118
Tax effect of losses not allowable DA B R B 2 5,757
Tax effect of allowable losses not RERTHNBREE 2B BETE

recognised 939
Utilisation of allowable losses previously F| /A BT AR R /it FFIE 2

not recognised -
Deferred tax on convertible bonds BRANMRES 2 RIERIE (631)
Income tax credit for the year NEEFRFHER (631)
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10. Directors’ Emoluments and Individuals
with Highest Emoluments

()

Directors’ Emoluments

Directors’ emoluments for the year, disclosed
pursuant to the 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:

HK$°000
ERTR

Executive directors: BiTES:
KUAI Wei (note ) & (Hta)
LIN Zhang W&

LAl Chun Liang RER
ZHAOQ Zhiyoung HEE

Independent non-executive  BUFHTES :
directors:
PAI Hsi-Ping )il
XIE Qun B
KWAN King Chi George i

ed Financial

Statements
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For the year ended 31 December 2018
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10. EEFHRESFMAL

Salaries,
allowances and
benefits in kind

e BER

BNAs

HK$’000

V-l g

ESHM
R ETHRA - BERFEBDIFE383(1)

FEERAR(REESMEEN)RHIE2
BB EEMEFEOT ¢

Retirement

Discretionary scheme

Bonus  contributions

i)

MR EIE 26
HK$’000 HK$°000 HK$’000
BYFT BRFT BT
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10. Directors’ Emoluments and Individuals 10. EEFMEBRSTFMAL(E)
with Highest Emoluments (Continued)

(i) Directors’ Emoluments (Continued) (i) EEFME)

Salaries, Retirement
allowances and Discretionary scheme

Fees  benefits in kind Bonus contributions

Rk

we ¥ : M7
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
E¥TT ERTT E¥TT ERTT BT

Executive directors: BITES:
KUAI Wei (nofe a) &z (fiza) = 360 = 18 378
LIN Zhang wE — 1,087 — 15 1,102
LAl Chun Liang RER = 258 = = 258
ZHAO Zhiyoung HER = 211 = = 211

Independent non-executive B {TES :

directors:
PAI Hsi-Ping BBk 60 = = = 60
XIE Qun et 60 = = = 60
KWAN King Chi George B 60 = = = 60
180 1,916 — 33 2,129
Note: Kt :
(a) Resigned on 1 July 2019. (@) RZE—NEFLA—BEHT -
Salaries, allowances and benefits in kind paid YR FHITEENE S  ZEEKEYWT
to or for the executive directors are generally HRAEXNHERIEEEBEETIE
entitlements paid or receivable in respect of AABRERBATESHENEMRGE Z
those persons’ other services in connection FEWSRIA -
with the management of the affairs of the
Company and its subsidiaries.
None of the directors waived or agreed REBEE-—"ZET—N\EFE+-_A=+—8HIF
to waive any emoluments during the year BN mEEN 0 EE IR T
ended 31 December 2018 (2017: Nil). No S(—E—+E 8 - REE_Z—N
emoluments were paid by the Group to the E+—A=+—HIFFEEXN  XEBE#H
directors as an inducement to join or upon mAES Y NS AEARBEINAKR
joining the Group or as compensation for loss EFEINBEAREB BN EE SN EER /@ E
of office during the year ended 31 December T ) o

2018 (2017: Nil).
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10. Directors’ Emoluments and Individuals

with Highest Emoluments (Continued)

(i)

Individuals with Highest Emoluments

Of the 5 individuals with the highest
emoluments in the Group, 2 (2017: 1) were
directors of the Company. The emoluments of
the remaining 3 (2017: 4) individuals were as
follows:

e |RMEE

For the year ended 31 December 2018
HE T \F+_A=1+—HILFEE
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10. EEFMEBRSTFMAL(E)

(i) BREFMAL
rEBRERFMALH  mE(ZE
—tF —RB)RERAEE - HT =4
(ZE2—tF  WB)ATZHFMAOT

HK$’000 HK$°000
BT T BT T

Salaries, allowances and e FUREDFZR
benefits in kind 1,999 2,638
Discretionary bonus 1B IEAL - =
Retirement scheme contributions 3R{K5t & 5k 17 18
2,016 2,656

The emoluments of those 3 (2017: 4)
individuals with the highest emoluments are
within the following bands:

HK$0 to HK$1,000,000
HK$1,000,001 to HK$1,500,000 #%1,000,0017C%E

75%1,500,0007C

B H0T 2% %1,000,0007T

Z=B(ZE—tF OR)ESFHA
TZHMNFTIHE :

Number of individuals

AE

2018
—E-N\fF

2017
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11.

Loss Per Share 11. BERER
Basic and diluted loss per share BREFARBEEE
The calculations of the basic and diluted loss per ERRERMEEEIERE T E8ETE

share are based on the following data:

HK$°000 HK$’000
BEFT BT T

Loss for the year attributable to the KABMER AEIERFEERE
owners of the Company (40,694) (31,992)

’000 ‘000
FR FAR
Weighted average number of ordinary — ZNF[& 7 38 % hnig F 19 24
shares for the year 2,937,538 2,937,538
During the years ended 31 December 2018 and REE_Z—N\FRZZE—+tF+=A=+—
2017, the computation of diluted loss per share AIEFE - BRERR R RRES KR
does not assume the conversion of the outstanding BREEmMEEAEERESTYE  BNHE
convertible bonds since it would result in a FREEEERRR R EITARER -
decrease in loss per share, and is regarded as anti-
dilutive.
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12.

13.

g = - —

Dividends

No dividend has been paid, declared or proposed
during the year, nor has any dividend been
proposed since the end of reporting period (2017:
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 2017 and
2018, the Group has two reportable and operating
segments — (1) exploration of oil, natural gas and
coal, and (2) 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. All inter-segment revenue and transfers are
eliminated on consolidation.

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
makers for the purposes of resource allocation and
assessment of segment performance.

Notéé tothe Consblidated Firllrancial Sta;ements
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13. Segment Information (Continued)

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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13. Segment Information (Continued)

(a)

Reportable Segments

7I5iancial S

Annual Report 2018
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tatements

—E-NEEHR

DEMER(E)

(a) WEDH
Exploration

of oil Provision of

natural gas  technical

and coal services Elimination

BHRAMH Rt
RARRER KRS W

HK$°000 HK$°000 HK$°000 HK$°000

BEFrT  EMTrT  BETT  BETr

Revenue from external customer REINBEP 2 Wz
Inter-segment revenue SR
Reportable segment revenue BE DB
Reportable segment loss BEDH 2 BRFTEH
before income tax Al 1R
Unallocated corporate expenses AOBEERT
Share of results of a joint venture EEEEbEEE
Impairment losses recognised SRR 2 HER
on deferred exploration ZRERBE

expenditure
Unallocated interest expenses

Loss before income tax

AAEFBHX

BRATERAEE
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13. Segment Information (Continued)

(a)

188

Reportable Segments (Continued)

DEHER(E)

(a) BEDE(E)

Exploration
of oil  Provision of
natural gas technical
and coal services  Elimination
Eﬁ%E Eﬂ et
BT RS K|
HK$'000 HK$'000 HK$'000 HK$°000
BEFT  BETT  BETT  BEFn
Revenue from external customer REMBEP 2 e — — — —
Inter-segment revenue A EEE = 5,982 (5,982) =
Reportable segment revenue BED B = 5,982 (5,982) =
Reportable segment loss before BED B2 BRIER
income tax e (4,985)  (8,853) —  (13.838)
Unallocated corporate income RO E W 17
Unallocated corporate expenses AOMEERT (12,876)
Impairment losses recognised on B U A R R0E
amounts due from associates RAEEE (20) (20)
Share of results of a joint venture EhaehRER 20,880 20,880
Impairment losses recognised SERIEBNIR A L R
on deferred exploration expenditure ZREEE (717) (717)
Unallocated interest expenses AOWFEFAZ (19,135)
Loss before income tax BRETEHAIEE (25,689)



13. Segment Information (Continued)

Reportable Segments (Continued)

7I5iancial Satements
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13. DEHER(E)

(a)

Exploration
of oil
natural gas

and coal

BREH

RARRER

BEDE(E)

Provision
of technical
services  Elimination
Rt
i R3S HsH

Assets:

Segment assets

Interests in a joint venture
Unallocated corporate assets

Total assets

Liabilities:
Segment liabilities
Unallocated corporate liabilities

Total liabilities

HK$°000
BETT

HK$°000 HK$’000 HK$°000
BETT BE TR BETT

189



Polyard Petroleum International Group Limited

13. Segment Information (Continued)

Reportable Segments (Continued)

Assets:

Segment assets

Interests in a joint venture
Unallocated corporate assets

Notes to the Consolidated Financial State
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BHAHEBREERRQE

(a)

Exploration
of ol
natural gas
and coal
BiR e -
VR
HK$000
BEFT

41,506
357,470

ments

A

13. DEHER(E)

BEIE(E)

Provision
of technical
services
R
BT AR %
HK$°000
BETFT

1,662

= ==

Elimination

R
HK$'000
BT T

e SLNAY

HK$'000
BEFT

43,168
357,470
1,670

Total assets

Liabilities:
Segment liabilities
Unallocated corporate liabilities

2,525

7,101

402,308

9,626
207,613

Total liabilities

217,239
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13. Segment Information (Continued)

(a)

Reportable Segments (Continued)

Other segment information

Depreciation
Additions to non-current assets

ik
AEFRYEE

sblidated Financial Statements
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13. FWERE)
(a) HEDPWHE)
Bt 7 25EH#

Exploration
of oil  Provision of

natural gas technical

and coal services  Unallocated
BRAH i
AARRER B R LS
HK$°000 HK$'000 HK$°000 HK$°000
BT BRFT BRTT V-l

9 36 166 301
3,960 — = 3,960

Depreciation
Additions to non-current assets

ik
AEFRYEE

Exploration
of oil Provision of
natural gas technical
and coal services Unallocated
Hedt

ADE

HK$ 000 HK$ 000 HK$ 000 HK$ 000
ERTT ERTT ERTT BETT

% 37 169 300
5,827 — 14 5,841
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13. Segment Information (Continued) 13. DBER(E)
(b) Geographical Information (b) HEHER

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 in 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.

TREIBBOAKRERANILEFZ
Was R (i RNEBYE - BFER&RE A
ERBEARRAEREER(TFEHE
RBEEDZHMELEER - EF 2
EAERREBRERUREXTERY 2
BMRE - BEFRBDEEZWRUE
EREBE(NENE BEMRE)EEER
EAEME  AR(WERBE AR A
BRX)LEBHTRE -

Revenue from Specified
external customers non-current assets
RENPEF 2 s REFRBEE
2018 2017 2018 2017
“E-N\F T tF  ZE-\F  —FiF
HK$°000 HK$'000 HK$°000 HK$°000
BYTT BETFT BYETT BETFT
Mainland China, including hE A - B8
Hong Kong and Macau B RN — — 213 404
Philippines FEE — = 361,527 357,703
— — 361,740 358,107
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14. Property, Plant and Equipment
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14. Y% BERRE

Leasehold Furniture Motor
improvement Equipment fixtures vehicles
HERE % FER%E fE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEFr  BETrT  EEFT EETT BETx
Cost: A -
At 1 January 2017 RZT—+5—-H—H 130 295 968 1,891 3,284
Additions NE = 14 5 = 19
Exchange adjustment b = 27 3 30
At 31 December 2017 and ~ RZZE—+F+-A=+—H
1 January 2018 k=F-\F—HA—H 130 309 1,000 1,894 3,333
Additions NE — — 16 = 16
Exchange adjustment i EEE = (21) 1 (20)
At 31 December 2018 RZZ-\E+ZA=+—H 130 309 995 1,895 3,329
Depreciation and impairment  #7& MR EEE :
losses:
At 1 January 2017 R=ZZ—+%—HF—H 130 264 807 1,171 2,372
Provided for the year AEERE 14 51 235 300
Exchange adjustment L = = 23 1 24
At 31 December 2017 and ~ RZZT—tF+=A=1—H
1 January 2018 k=F—-N\F—A—H 130 278 881 1,407 2,696
Provided for the year AEERE = 1" 56 234 301
Exchange adjustment L = = (32) 1 (31)
At 31 December 2018 RZZE-NF+ZA=1+—H 130 289 905 1,642 2,966
Carrying amounts REE
At 31 December 2018 RZE—\E+-A=+—H = 20 90 253 363
At 31 December 2017 RZB—tF+-_A=+—H 31 119 487 637

At the end of the reporting period, the net carrying
amount of motor vehicles held under finance lease
of the Group was approximately HK$110,000 (2017:
approximately HK$265,000).

RBEHR - AEBEREREREREN RS
BREHEA4)B1110,000(ZE—+HF : 4
75 1265,0007T) °
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15.

Interests in Associates 15. REFE QT ZER

This represents the Group’s share of the interests IR R E D ERIERER S EBEHER - FER
in associates which are engaged in the exploration, R BE RNR 2R o

exploitation and development of coal mine in the

Philippines.

HK$’000 HK$’000
BT T BT T
Share of net assets of associates DIHBE R FEE
At the beginning of the year REA] — —
Share of results of associates i NG — —
At the end of the year NG — —
Details of associates are as follows: B AR Z BT ¢

Place of
Incorporation/  Registered Attributable equity interest held by in indirect Principal
operation capital wholly-owned subsidiary of the Group activity
B2hs aRER EEASEE-HEEREZ2ENRARNEZRE FEXH
2018 2017
“B-N\F t#
Directly Indirectly Directly Indirectly
E& 53 Bk 353
Great Wall Mining and Power  Philippines PHP2,500,000 Coal mining
Corp. (“Great Wall) FEE 2,500,000%% 40% 24% 40% 2% KERF
Eastern Star Mining and Power Philippines PHP2,500,000 Investment holding
Corp. (“Eastern Star") FEE 2,500,000%% 40% - 40% — RERK
Note: The boards of Great Wall and Eastern Star are not fi7E : Great WallX:Eastern Starz B & TS ARN&E
controlled by the Group. Bz o
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15.

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.

15.

e M HR R

For the year ended 31 December 2018
HE T \F+_A=1+—HILFEE

Annual Report 2018 — & — \ & £

RERNR 2% (E)

LAt P E R RIS AR ANER S MR
RAER °

BENRZERAZELCERE  RESHERE
BREFEBABRB(REREARBIRI ) I
BE@BENRSEEREER A AKMT
IR R I EE o AN - FR20164F F A TR
% FERBEMBTTEIEEREEE SRR
SEARORA - AR REREBEE A
TRIRREBESE 2 - Bt - BE QRN
BEMNHBRERLBESHAEBEETT -
ERETERE B EFEMERITERIERS
MEAN SR BEECSHER BEARE
ST EEMMARREENRZ - Bt - A%
EEREEHE A ARZER  EHEZT—X
F+-_A=Z+—HLFE  BRREEARE
w2 EEUBBEE B 1527,436,0007T ©

HANFRERRMBNBMEHMIAR 2 TRAGHER
HE&ES=—"Z—/\$+-_A++tH  BA
MAIE B HYE R TA2 R B IR IR A8 FF AT B 1R TR
B AEEERERS  EEHRBTFAEM
REE R RN R T FEAT KBS -
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15.

Interests in Associates (Continued)

15. REEENR 2= (E)

Summarised financial information in respect of the

Group’s associates is set out below:

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 for the year TEEBR

Other comprehensive expense  Effi 2 E %
Total comprehensive expense 27 % (4%
Dividends received from ElBEARRE

associates

196

Eastern Star

2018

“B-N\E
HK$°000 HK$'000
A¥FT BB

235
137

Great Wall
2018 2017
“E-N\f C—Et%
HK$’000 HK$°000
A¥Tr  EETr

14,516
1,055

(15,433)

HK$°000
V-t

BRASERE AR ZMBERBRIT

HK$'000
BT

14,751
1,192

(1,539)
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Interests in Associates (Continued) 15. REEE QT 2= (&
Reconciliation of above summarised financial i B REES A Rl 2 B B 7 B R R AR & B S
information to carrying amount of interests in WERAEE S N AR 2 BREE AR

associates to the consolidated financial statements:

Eastern Star Great Wall

2018 2017 2018
—B-\f —T-tF ZE-AF

HK$'000 ~ HK$000  HK$'000  HKS000  HKS$'000  HKS$000
BRTR  ERTT  BRTn BETT ERTr BETR

Net assets of associates FEDAFEE(RRMIER

before far value adjustment 2 AFERE)

at acquisition 404
Group’s effective interest TEEFMER
Group's share of net assets REEEERELRFEAE

of associates before fair value  (RRENER 2 ATERE)

adjustment at acquisition 194
Effect of fair value adjustment ~ AWER({EHATFERZE

at acquisition e 81,915
Effect of accumulated impairment  A£EERER&3HAED

losses recognized in ZithEEE T2

application of equity

accounting by the Group (81,605) (81,715)

Unrecognised share of losses Az ABEDAEE
of associates 1 5
Others £t (399) (399)

Carrying amounts of Group's ~ ASERNBELFAERZ
interests in associates RAE
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15. Interests in Associates (Continued) 15. REBEE QT Z2ER(E)
Unrecognised share of losses of associates RERZ D IEHE R FIEE

HK$’000 HK$°000
BT JEMF T

The unrecognised share of losses REERMERZ DG E QT
of associates for the year E518 = 5

HK$’000 HK$’000
BT T BT T
Cumulative unrecognised share of BEFRERZ D EHE R A
losses of associates &8 5 5
At the end of reporting period, the provision of cost REREHR - 18RRI R P A R
for rehabilitation is not recognised in the interests =R - BEREEBEB BBk
in associates as the extent of rehabilitation has not A ERNEERRE  ALEREESREE
yet been defined and agreed as they will be defined KRAH5E ©

and imposed by the authority on issuing the tree-
cutting licence.
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16.

g = - —

Interests in a Joint Venture

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% (2017: 80%).

Notéé tothe Consblidated Firllrancial Sta;ements

16.

e |RMEE

For the year ended 31 December 2018
HE T \F+_A=1+—HILFEE

Annual Report 2018 — & — \ & £

REELXENES

REBRIERERTHRIDT - AR LA
AETEFBZEREDH80% (ZT—+
F:80%) °

HK$°000 HK$’000

BEFT BT

At the beginning of the year REA]) 357,470 330,768

Additional investment BIMRE 3,944 5,822
Share of result of joint venture, EiEaahXEs - 81
including reversal of impairment R 2 REEERE

losses recognised (37) 20,880

At the end of the year REFL 361,377 357,470

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

At the end of the reporting periods, i.e. 31
December 2018 and 31 December 2017, the
management of the Group engaged an independent
professional valuer 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 determined by using
discounted cash flow method at the end of the
reporting period.

RegbERES  RENAFBEOT

RNZBE—-N\E+-_A=+—BER-_T—+F+
ZA=t—HREHER  ~EEEEEDRE
—EBIEEHEMTRAEEE R EET
RAELEES AT KBISEE - aJREE5E Ty
BN MERRZNBRRESRETE ©

W
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16.

Interests in a Joint Venture (Continued) 16. REELENER(E)

The carrying amounts of the Group’s interests in a RZE-N\F+ZA=+—8 KEHEREG=Z
joint venture exceeded the recoverable amounts as tEERCEEEBLEECERER 2R
at 31 December 2018, resulting in an impairment ClE%E  BRAEBEEEELEZERZNE
losses amounting to approximately HK$37,000 ET-)\FF+ZA=T+—HBIFEMNEGEE
(2017: reversal of impairment losses recognised R R EE BB 37,000 (= —+
approximately HK$20,880,000) attributable to the F OREEEREE 478 120,880,0007T) °

Group’s interests in a joint venture, which was
recognised in the consolidated statement of profit or
loss for the year ended 31 December 2018.

Movements in accumulated impairment losses on EHEGELCEZRTRERBEZZEIT
interests in a joint venture are as follows:

HK$’000 HK$°000
BEFT BT
Accumulated impairment losses iR EEE
At the beginning of the year REA] 121,144 142,024
Important loss recognised R REEE 37 _
Reversal of impairment losses R 2R AESERE
recognised — (20,880)
At the end of the year AR 121,181 121,144

200



16.

Interests in a Joint Venture (Continued)

Recoverable amounts of interests in a joint
venture, measured by using discounted cash
flow method at the end of the reporting period

(i)

(i)

Fair value hierarchy

The fair value measurement of the Group’s
interests in a joint venture, measured
at the end of reporting period for the
Group’s impairment assessment purposes,
categorised into the three-level fair value
hierarchy as defined in HKFRS 13 “Fair Value
Measurement”, falls into Level 3.

Valuation techniques and key assumptions
used in Level 3 fair value measurement

The fair value measurement of the Group’s
interests in a joint venture is determined
using income approach based on discounted
cash flow projection covering twenty-two-
year period. Cash flows beyond the twenty-
two-year period use estimated growth rate of
3%. The cash flows are discounted using a
discount rate of 16.15% p.a.

Notes to the Consol

16.

idated Financial Statements

i)

s

e |RMEE

For the year ended 31 December 2018
HE T \F+_A=1+—HILFEE
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BIhENER(E)

EEBRNTRESEREEHRRN

RRERBIEE)

(i)

(i)

RPEER

AEEALLERANAFEGEHRSEH
RERBEFEBHEFE)  DR=MAF
EER(EEALBTAMBHELERF13
S AFEE]D  BERE=H -

B PEABEAZEELTERE
ERR

AEBMNEEPEERNATETETD
HAWGEEETE @ mazkas AT ERZ
TZFHRRSRETER - BR
TZFEZREeRERAINEIER
X o W MERATF16.15% 2 FriR =
EITITE -
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Polyard Petroleum International Group Limited

16. Interests in a Joint Venture (Continued)

Recoverable amounts of interests in a joint
venture, measured by using discounted cash
flow method at the end of the reporting period
(Continued)

(iiij) Valuation inputs and relations to fair value

The following table summarises the
quantitative information about the significant
valuation inputs used in the fair value
measurements of the Group’s interests in a
joint venture.

Valuation
key input
EEEIPN
fhat fhER % 8
Interests in a joint venture

REBLXMES

Valuation
Methodology

Description

Market approach
&

resource

hhHERERE

— Qil portion
— REEHA

— Gas portion

— RAREH

Price per reserve &

resource

HERERENEE

Discount rate

fiR%

Discounted cash
flow projection
nRsenERA

202

Financial

BHAHEBREERRQE

Petroleum reserve &

Statements

REghRENER(E)

BECEESNTTRESE(RRERRRT
RESHKREBLEE)(E)

(iii) G EBA HIEE L FELBEF

TREAEHIEREERNS S0 LE
HODFEFAEAGEGARENTE
SER -

Relationship
of valuation
Range of inputs inputs to fair
BAYEEE value
2018 2017 HEGABEEATE
“B-N\E ZE-tF BB
The higher petroleum
reserve & resource,

the higher the fair
value
hARERERER
& RTEES
N/A 46.3 MMBBL
46.3EEM
N/A 87.5 MMBOE
8T5RERMEE
N/A US$3.987/BBL

398757/ 18

16.15% N/A" The higher the
discount rate, the
lower the fair value

FAZESATELE



16.

Notes to the Consolldated FlnanC|aI Statements

Interests in a Joint Venture (Continued) 16.

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

e |RMEE

For the year ended 31 December 2018
HE T \F+_A=1+—HILFEE

Annual Report 2018 — & — \ & £

REELXNER(HE)

ERAKEARECRZMBERBMRILT

Philippines
FEE
2018
—2-N\&
HK$°000 HK$000
BT T BT

Total non-current assets BIERBEE 224,445 215,225
Total current assets BREEE 16 13
Total non-current liabilities BIEREAE — —
Total current liabilities ,u/m@JEE — —
Net assets FEE 224,461 215,238
The above amounts include the U E2EEETHEE

followings:
Cash and cash equivalents RERBEEED 16 13
Current financial liabilities (excluding  RBHEAE

trade and other payables and (T BEEMERR

provision) Hofth AT R R B4R — —
Non-current financial liabilities 3Emu§b,ﬁ\7ﬁ%ﬁ1ﬁ

(excluding trade and other (T BEEMER R

payables and provision) Hoqth A SR R ) — —
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16.

the year ended 31 December 2018

Interests in a Joint Venture (Continued) 16.

Notes to the C;msolidated Financial atements

i)

BIhENER(E)

HK$°000
B FT

Total revenue U

Loss &8

Other comprehensive income Hih 2 E Wz
Total comprehensive expense 2HEZ R

Dividends received from the joint venturefit & & (>3 B 2 f% B

The above profit or loss includes the L{ 5 &% T 5%E :

followings:
Depreciation and amortization e R ss
Interest income FEMA
Interest expense BT
Income tax expense s ®i X

204
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16.

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:

Annual Report 2018

16. REELENRER(E)

P
o

BERAD

e |RMEE

For the year ended 31 December 2018
HE T \F+_A=1+—HILFEE

FRAMABAEY BB AR
BB FEAYE -

—E-NEEH

BERA RS

Philippines
FEEE
2018
—z-N&
HK$’000 HK$°000
BT T BT
Net assets of joint venture as shown — A& XU BERAMSFEE
in its financial statements 224,461 215,238
Group’s effective interest REEB S ER 80% 80%
Group’s share of joint venture’s AEBEEEEREFEE
net assets 179,569 172,190
Effect of fair value adjustment at R REL A T EFE
acquisition 2 309,804 309,804
Effect of accumulated impairment loss AEEEMAESSHAER 25
recognised in application of equity IEEE 2 &
accounting by the Group (121,181) (121,144)
Others i (6,815) (3,380)
Carrying amounts of Group’s interests RNEBR A& ERER
in a joint venture ZBRHEE 361,377 357,470
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For the year ended 31 December 2018
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Notes to the Consolidated

Financial Statements

Polyard Petroleum International Group Limited FBEHABBEREEERAT

17. Deferred Exploration Expenditure

17. EERFEX

HK$°000 HK$°000
BEFT BT
Exploration phase IR ER
At cost DN 26,406 26,265
Less: Impairment losses JBORIEETE (26,406) (26,265)
Net carrying amount BRTEDFE = —
Reconciliation of movements: SEEER
At the beginning of the year NG = -
Amount recognised EHEREE 141 717
Impairment losses EREE (141) (717)
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$141,000 (2017: approximately
HK$717,000) was recognised during the year ended
31 December 2018.

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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BEHRAX DHFRETERRAARBBE
EZBHERER -

AARBEHFHER=_ZTE—LF_A=1+N
AR EHAEEEREEENRAARER
B EEEEMRREERNZ  WREBEE=
T N\F+_A=Z+—RALFEER2ERE
BSR4 B 141,000 ( = — £ 4F LB
717,0007T) °

HAFRBRRIN BRI EBERNZ TN
F+—ANB  EBEERRAREABZHEBMHM
R AEEEREARRZIAR 2 A EE])
FETHEE M -



18.

Amounts due from Associates

Notes to the Consblidated Financial Statements
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FEUR B & A RO

Amounts due from associates
Impairment losses

B EEE

& i Bgt ' R B RRIR

HK$’°000 HK$'000
BT BT T
16,307 16,307
(16,307) (16,307)

As explained in note 15 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 fully
impaired.

The amounts due from associates are unsecured
and non-interest bearing and have no fixed terms of
repayment.

MANER A A RE A FT15P7E, - RIER 3
FEDEMIFEERRITENRAMNS - A
AREEERRAFE R E N R FREN
AR E N S E2IRAE ©

FEWER 2 R RIFUAREER - B RERE TR
A o
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Polyard Petroleum International Group Limited

19. Other Receivables

Financial Statements

BHAHEBREERRQE

19. HEWRIE

HK$°’000 HK$’000

BT T BT

Prepayments T OB 1,499 1,905

Deposits and other debtors B& K H AW IR 1,378 797
Amounts due from parties to a joint FEUE & 3 7 FIE (A 5T)

venture (Note) 38,639 36,605

41,516 39,307

Note:

The amounts due from parties to a jo
represent the expenditure for the joint

be recovered from parties to a joint venture. The
amounts are interest-free, repayable on demand

et -

int venture
venture to

and could be recovered from the parties to a joint
venture through their participating interests and

profit sharing in their joint venture.

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

following & :

el B B BETRBEARSH
BENREREMAX - ZREXK
KUY ERAELETBBHRERS
SERH Mg M DR EEE

ERER
o 2/\%?
Lt

AEEEMEKFENKREENL TR

HK$’000 HK$°000

BEFT BT T

HK dollars BT 530 796
Renminbi AR 1,126 949
Macau Pataca JEPI 12 12
Philippine Peso FFEERE 61 —
US dollars EIT 39,787 37,550
41,516 39,307
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19.

20.

Other Receivables (Continued)

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.

Cash and Cash Equivalents

Notes to the Consol

19.

20.

idated Financial Statements

e |RMEE

For the year ended 31 December 2018
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Hftb FE W R TH (4

BEEMEUKRIBERBYRCRE - Lk
BRI EET BN W B R B
HBARE -

K& BB EERRESAERA LIEIR
FEYKHIBREE ©

RERREEEY

HK$’000 HK$°000

BEFIT BT T

Cash at banks RITIRE 221 4,853
Cash in hand FHERS 22 41
243 4,894

The Group’s cash and cash equivalents of
approximately HK$55,000 (2017: HK$251,000) 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.

AEEME S KRS EE YL ¥55,0000T

—ZT—+F : 251,000/ T ) B F A B
17 o Bt EE S E L P BAESE P RBTH#T
Z INEFE IR Z BRI o
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Notes to the Consolidated

Financial

A o)

BHAHEBREERRQE

20. Cash and Cash Equivalents (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.

20.

Statements

RERRESEEW(E)

RMETDMEEAENEHER

TRINTASEREEHAESTABES 2
B BRASKIFRSEE -@WETDAEL
ZEBEDEZRLAEZBERERIRERE
BeEAREEARERERT  REHER
BEBFELBRSRE -

Amounts Obligations
Amounts due due toa Interest  Convertible under
to directors shareholder FEVELE bonds finance lease
EAEZHE EARRZE  EARNS  THRES AEHEER
HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$000
BMfr  BBFTT BMTm EBFn EBMTmn EBTx
At 1 January 2018 RZE-\F-A-H 6,054 40,870 6,603 149,781 215 203,523
Changes from financing
cash flows: BERE TR EY
Advances from directors ~ REZZ#H 4,486 - = = = 4,486
Advances from a
shareholder RERRBT - 21,670 - - - 21,670
Interest paid/payable BERI/ERTFIE - - (5,041) = ) (5,048)
Capital elements of finance 2/ EREREAE
lease paid/payable - - - - (157) (157)
Total changes from financing B&R&iE ¢ EFEHE
cash flows 4,486 21,670 (5,041) - (164) 20,951
Other changes: AtEE
Interest expenses FExH - - 16,222 219 7 16,448
Total other changes AEBER - - 16,222 219 7 16,448
At 31 December 2018 R=Z-\§+=A=1+—-HR 10,540 62,540 17,784 150,000 58 240,922
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Other Payables 21. HfbEMRRE

HK$’000 HK$°000
BEFT BT
Accrued charges EErE A 18,246 12,566
Interest payables FERTAILE 17,784 6,603
Other payables H b 5RIE 951 1,114
36,981 20,283

The carrying amounts of the above balances are A EFIBREREE NP EEHE -

denominated in the following currencies:

HK$’000 HK$’000

BT T BT T

HK dollars BT 34,457 18,583
Renminbi AR 199 291
Macau Pataca S P 2,280 1,308
US dollars X 45 101
36,981 20,283
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22,

23.

Amounts due to Directors

Notes to the Consolidated Financial Stateents

BHAHEBREERRQE

22,

S W P—— N

BN ESRE

HK$’000 HK$°000

BEFT BT

LAI Chun Liang RER 435 601
LIN Zhang WE 10,105 5,453
10,540 6,054

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

Amounts due to a Shareholder

23.

ENEEFEAERR  REREEEER
i o

P IRR KA

LAM Nam 8

HK$°000 HK$°000
BETT BETT
62,540 40,870

The amounts are unsecured, interest-free and have
no fixed repayment terms.
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24, TBRRRES

Convertible Convertible

Bonds A Bonds B
ARRERA ABRREHFB

HK$'000 HK$'000 HK$'000
BT T BT T JBEMTF T

At 1 January 2017 RZZE—tF—HF—H 98,874 47,086 145,960
Interest charged =X RSN 11,092 7,694 18,786
Interest paid/payable B AR (9,966) (4,999) (14,965)
At 31 December 2017 HR=-ZT—+F+=-A=+—H
and 1 January 2018 k=ZZT—NF—HA—H 100,000 49,781 149,781

Interest charged BT E 10,000 5,219 15,219
Interest paid/payable B A (10,000) (5,000) (15,000)
At 31 December 2018 R-ZT—/\F+-F=+—H 100,000 50,000 150,000

HK$°000 HK$’000
BT T BT

Carrying amount repayable: AEBZRAE !
Overdue peng=t 150,000 100,000
Within one year —EREIH - 49,781
150,000 149,781
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24, TTRARMES(E)

24. Convertible Bonds (Continued)

The details of convertible bonds issued by the

RRARETHAREESERDAT

.at ;““Ei -

Company are as follows:

Convertible

Bonds A (“CB A”)
ARRESA( ATRRESAL

Convertible
Bonds B (“CB B”)
AR ESB( ATRRESB])

Principal amount: &£ :

Interest: FlZz
Issue date: BITAHE
Maturity date: BHEA :

Conversion price ERRIRE :
per share:

Particulars of BRFE
guarantee:

Survival of BREREL
conversion R
right:

214

HK$100,000,000 in HKD settlement
75#100,000,0007T © SAZSEE(ELS

10% p.a. payable quarterly
RENE10ER - BAEEXN

21 July 2015
—ET-RFtA=-+—H

21 July 2017 (Note (a))
—E—+F+A=-+—H(#ta@)

HK$0.4
#2047

Personal guarantee given by
Mr. Lam Nam, the controlling
shareholder of the Company
BN A5 AR A SRR S AR MR ELA
R

Exercisable until fully settled
TREEN  MREREEX

HK$50,000,000 in HKD settlement
75#50,000,0007T © SASE(E LT

10% p.a. payable semi-annually

BENEI10EF S AB¥FXN

28 January 2016
—E-RE—-A=+)N\HRH

28 January 2018 (Note (b))
—T—-N\F—A=+\B(HE®))

HK$0.414
BH0.4147T

Personal guarantee given by
Mr. Lam Nam, the controlling
shareholder of the Company
AN B AR AR R e AR MR ELA
R

Exercisable until fully settled
TREEN  MREREEX



24. Convertible Bonds (Continued)

Notes:

(@)

(b)

On 31 May 2018, the Company, its holding Company,
Silver Star, and Mr. Lam Nam, the ultimate controlling
party of the Company (“Personal Guarantor”) and the
holder of CB A entered into 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, (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.

Subsequent to reporting period, on 3 January 2020,
the Company had entered into a legally binding
Memorandum of Understanding (“MOU”) with East
Asia Oil Engineering Group Limited (“East Asia”)
where East Asia had undertaken to take over CB A
from the original holder (“Original Holder”). On the
same date, the Original Holder of CB A had completed
transfer of convertible bond with principal amount of
HK$75,000,000 (“675M CB A1”) to East Asia. By the
same MOU between the Company and East Asia,
East Asia had committed that it would not demand
for repayment of CB A by the Company within thirty
months from the date of the MOU. The remaining
principal balance of HK$25,000,000 of CB A not
yet transferred to East Asia (“$25M CB A2") are still
registered in the name of the Original Holder and is
guaranteed by Mr. Lam Nam, the ultimate controlling
party of the Company, until its disposal. In view of the
above arrangement, the Directors anticipate that the
$25M CB A2 will not be called for repayment in the
foreseeable future.

On 15 October 2018, the Company and holder of CB
B 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. Up to the date of this report, the Company and
the holder of CB B are in the process of negotiation
regarding the settlement arrangement of CB B.

Notes to the Consolldated FlnanC|aI Statements
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24. THBRRESR(E)

(@)

(b)

RZF—N\FRA=+—0 ARQ" - &
%A F]Silver Star + ANA RIERAL R $ 5 7 FE %
E(TEAARRADETRRESANTE AT
TAEAERE  RARQAR - AABRARTR
R EFANIE B AT LM RIE (B R AR R
BHEBATERTH]D) Bt SHFRES
AR EFAR DI A (5B AT E ETiR)

H-_TE—tF+tA-_+—HERE-Z—AN
FRAZ+—H-
REEHE RZT_TF—A=H" 42

RIERHATREEGRAR(TEHIE])E
AT ABFERRORINFREE TS ([ REE
S8 ]) REEEAENRBBEAFREET
BRESA ((REFEALD - REA - A2k
BEHARREFE AR EXASAE A75,000,000
7 (17,5008 7T ] # AR & 25 A1 1) 89 AT R R
BEHEBRERD - RIFARERE ZHMNAE
—REETE  RRAH ISR ETE
FEZBR=TEAARNBRAREETHRR
E#Aoﬁ*%%%%ﬁ%ﬂ&%%%A%$
& #2%825,000,0007% 7t ([ 2,500% 7T Al #2 A% (&
FR2DMURFEEANEEERL  THAARA
RIMRRIEHI A MEEEER  EEBEE
B BN bR EEBAEAERNE
ARG ER(EEEE2,5008 LA R ES
A2 °

RZZE-NF+A+ER AR EARK
BB AT SLIEFTRE - Bt - 5
ﬂehTﬁh@%BmU@E(ﬁhx%ﬂ&
EFR)B—FE-NF-A-_TN\BERE
E-NEF=RA=t+—H -BEAREH" $
REEA BB EFBNRFAACEETEEM
A RTHARR E5BEYE KL HE -
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25. Deferred Taxation

Financial Statements

BHAHEBREERRQE

25.

The Group’s major deferred tax liabilities recognised
and movements thereon during the current and

prior years are summarised below:

ERER IR

REBRARNFE N EFEER 2 ENRTENIA
BEREZEFFAMT :

Convertible
bonds

BE-13E
HK$°000
BT T

At 1 January 2017 RZE—tF—HA—H 667
Credit to income statement for the year (note 9)  ANEFE T AUWEER (MH5E9) (631)
At 31 December 2017 and 1 January 2018 RZE—+tF+ZA=+—HBK

—E-N\F—H—H 36
Credit to income statement for the year (note 9)  AREFE st AUWEER (MH5E9) (36)
At 31 December 2018 RZB-N\F+=-A=+—H —

No deferred tax asset has been recognised in the
consolidated financial statements of the Group in
respect of tax losses of approximately HK$35,146,000
(2017: approximately HK$35,225,000) 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 2018 amounted to approximately
HK$6,181,000 (2017: approximately HK$6,201,000).
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HRREEAEEB R BFIRATAEE T
VAR 88 + U0 4 Bt 0] T 3K 8 R 2R ) 2 B S
B 18498 %35,146,0007T( — T — L : 478
#£35,225,0007T ) R A S B 2 47 & B 15 R = 78
RELEHBEEE N_Z—\FE+-_A=+—
B - A3 H R ph AN S B R (50 R B 7 B 18 FE AL
AMBEREERR L BERIBEELN BEE
6,181,00070( = Z — 4 : 475 %6,201,000
JL) °
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26. Obligations under Finance Leases 26. RIEHESTE
The Group leased a motor vehicle under finance RERNREEREROAE —#e)=ea -
leases during the year. The lease term is 5 years. BHRE - REHBEUEEFFEL.84%E -
Interest rate is fixed at 4.84% per annum at the RS RAEBEEZAMEREEZEEE
contract date. The Group has an option to purchase B o ZAMARERIBHSELZTHE -

the motor vehicle for a nominal amount at the end
of the lease terms. No arrangements have been
entered into for contingent rental payments.

Present value of minimum
Minimum lease payments lease payments

BEHES REHASRE
2018 2017 2018
—E-N\F 2= —E-N\F
HK$°000 HK$°000 HK$’000 HK$°000
BT T BETFoT BT T BT

Amounts payable under FhE &R RIE
finance leases:
Within one year —F AN H# 58 177 58 171
In more than one year and —ZEH&EH]
not more than five years - 44 - 44
58 221 58 215
Less: Future finance charges J& : KR E R - (6) N/A N/A
Present value of lease MHOEERE
obligations 58 215 58 215
Less: Amounts due for B T ZEAR
settlement within FEEI B2 < HY
12 months (shown KB ARE
under current af&)
liabilities) (58) (71)
Amounts due for settlement + —{E A & 2|1
after 12 months X ATHIFRIA - 44
The Group’s obligations under finance leases are HEARERERERAEEENMEREDIEER
secured by the lessor’s title to the leased assets. A ERAEEREREREZER -
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27. Share Capital

Authorised:
Ordinary shares
of HK$0.04 each

Issued and fully paid:
Ordinary shares
of HK$0.04 each

27. B
Number of shares Amount
RGEE S5
2018 2017 2018
—E-NF —ZT—tF ZEB-N\E
’000 ‘000 HK$’000 HK$000
FB Fhir BT JEMF T
JETE ¢
BREE
FE#50.04THY
LB 5,000,000 200,000
BEEITREE :
HRRAEB0.047T
SRR 2,937,538 117,502
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28.

Retirement Benefit Schemes

The Group operates a Mandatory Provident Fund
Scheme (the “MPF Scheme”) for all qualifying
employees in Hong Kong. The assets of the MPF
Scheme are held separately from those of the
Group in funds under the control of an independent
trustee. Under the rules of the MPF Scheme, the
employer and its employees are each required
to make contributions at HK$1,500 or 5% of the
relevant payroll costs, whichever is the lower, to
the scheme. The only obligation of the Group with
respect to the MPF Scheme is to make the required
contributions under the scheme.

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

Notes to the Consol
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RIKEREE

AEBRBAMBGERERRE —HEHM
AEEAE([RERTE]) - BESFEZE
ERAEBZEENHER  HBIXTARE
HlZEERE - RIBRBESAEZRE B
KEREHAR AR 8 #HAE%1,5007T
YAEBH S RARS% ABIKERAE) 2 5K -
AEEBEBETE AR 2 E-RERREZX
SHEIBURFTR BN -

AEBRPEARANEREAMBLARZES
EEREMBARE 2 BREERRENG
B 2B - ZEMBRARBRFERAZEE
B AZEARENFEIHK - WBRZFRE
MRHED - AEERZERARBNFEAREZ
M — B ERBAEEER o
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29. BAESTRS

29. Related Party Transactions

BN AR E IS mR A M FAREES - A&

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 10 to the financial
statements.

During the year, the Group made/received
advances to/from related parties. Details and
balances outstanding as at 31 December
2018 are disclosed in notes 18, 19, 22 and 23
to the financial statements.

During the year, the Group paid office rentals
in amounts of approximately HK$528,000
(2017: approximately HK$542,000) 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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BN ERBE T T RS -

ARREENBAR(AARRBEES)
ZRBREHRTREE IR B MH R E
EARKERRE ©

AEBIZEBAS(BEARAERER
ETREHMER) CHEHNMERE
MIEE10 ©

RER - FHAREEmBIET EL, WK
RBH - FEER_F-N\F+=A

Z+—BZREELEBNVEREIM T
18+ 19 + 222231 FE -

REA - AEBERARERZ HEESH
MELEEEFINARINRARTHS Y
75 #528,0000t( — T — £ F : B
542,0007T) °

LA FBE 5 (b) ~ (c)F(d)EKGEM LT
BIE-+EMEEZHERS - WEXR5HE
BFGEMEMRBIE - +ERNMIFERTE °

LA FRBEE S X B(a)lf B GEM L3R IS
“+EMTEECLHERS -
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Operating Leases 30. REHED
Minimum lease payments paid by the Group as REERFARBEEROZI N2 HERS
lessee under operating leases during the year:

HK$’000 HK$°000

BT T BT T
Premises and equipment I EYSE 1,738 2,009
At the reporting date, the total commitments RIMERH - REBETRECEHNOEFEARK
for future minimum lease payments under non- SRS 2 @AENT

cancelable operating leases are as follows:

HK$’000 HK$°000
BT T BT

Premises and equipment I EINE
— within 1 year — —FR 1,259 1,254
— after 1 year but within 5 years — —FRERFA 65 68
1,324 1,322
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BHAHEBREERRQE

31. Capital Commitments 31. EXREE
At the reporting date, the capital commitments REEBH - BETAERRALGRE SRR
outstanding contracted for but not provided for HZHMREITERALEDT ¢
in these consolidated financial statements are as
follows:
HK$°’000 HK$’000
BEFT BT
Contributions to a joint venture HETEERE 1,480 49,158
Contributions to a gas project in Central /& FIEEE
Luzon of the Philippines FERRARIER 21,140 21,100
22,620 70,258
32. Financial Risk and Capital Risk 32. MBEBKREXRERMEE

Management
(a)

Financial risk management

()

Categories of financial instruments

(a) HBEKRER

(i) HBIAZSE

HK$’000 HK$°000
BT T BT T
Financial assets at amortised RE#HR A& > BB EE
cost
Financial assets included in T AH A E W IR
other receivables HiEEE 40,017 37,402
Cash and cash equivalents RERBEEED 243 4,894
40,260 42,296
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32. Financial Risk and Capital Risk 32. BiXERMREXREMER(Z)
Management (Continued)

(a) Financial risk management (Continued) (a) HBEBREE(E)
(i)  Categories of financial instruments (i) BBIAZZEE)
(Continued)

HK$°000 HK$°000
B FT BETT

Financial liabilities, at B EE  REBHEHAAG

amortised cost

Other payables Hfth ET 5RIE 20,283
Amounts due to directors JEftEEZE 6,054
Convertible bonds AR E & 149,781
Obligations under finance leases & EET 215
Amounts due to a shareholder  JEf} %5 7IH 40,870

217,203
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32. Financial Risk and Capital Risk 32. BiXERMREXREMER(Z)
Management (Continued)

(a) Financial risk management (Continued) (a) HIEERBER(E)
(i)  Financial risk management and (i) BIBEEEEREE

policies
The Group’s major financial instruments REBZ ETZHBTERARKHF
are disclosed in section (a) of this note. (@) HE - B ux—r,ﬁﬂ%IE
The risks associated with these financial 2 [ B B 4E T % R B (1N R B
instruments include market risk (foreign FMERERE) - EERR R um%ﬁﬁ%
currency risk and interest rate risk), B MOREZERR 2BER
credit risk and liquidity risk and policies TXHES  BEEEEBRERZ
on how to mitigate these risks are set LR AEREFSETENZ
out below. The management manages HE R -

and monitors these exposures to ensure
appropriate measures are implemented
on a timely and effective manner.

(1) Market risk management (1) WS EREE
Foreign currency risk SN @Bz
The Group has certain foreign REBBERUINE(EEZ
currency cash and cash EEEEEBRINIIEZ
equivalents, other receivables, INEIR S RIS EED - &
amounts due from associates and fib JE W FRIE ~ JE YR B A
other payables denominated in A) N E RS RO Ilkl:$
foreign currencies other than the EBEEAZINER g o
respective functional currencies of [EFE B BE R HINEE R R - SIEH#
the entities and thus expose the R HERE B RINE R,
Group to foreign currency risk. Bz o

The management continuously
monitors the foreign exchange
exposure and will consider
hedging foreign currency risk
should the need arise.
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32. Financial Risk and Capital Risk
Management (Continued)

(a)

Financial risk management (Continued)

(ij)  Financial risk management and
policies (Continued)

(1)

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:
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32. BiXERMREXREMER(Z)

(a) MBEBEEE)

(i) FIBEBEZERBE(E)
(1) THEEREE(E)

SNEE R\ (4B)

K& BH  REBIAINE
IEZERRREERER
BEZEEENT

Assets
BE

2018

—E-N\F
HK$°000 HK$°000
BT T
Renminbi AR 2,214 1,278
Macau Pataca SH PY i 20 18
United State dollar I 39,826 37,013
Philippine Peso FFREERER 58 501

Liabilities
=0

2018

—E-N\fE
HK$’000 HK$°000
BT T BT T
Renminbi ARE 1,850 7,146
Macau Pataca SB[ ke 2,133 692
United State dollar EH 70 169
Philippine Peso FERERER - 73
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32. Financial Risk and Capital Risk 32. BiXERMREXREMER(Z)
Management (Continued)

(a) Financial risk management (Continued) (a) HIEERBER(E)
(i) Financial risk management and (i) HEEBEERBEE)

policies (Continued)

(1) Market risk management (1) WHEEREE (&)
(Continued)
Foreign currency risk (Continued) HNEE LB (48)
Sensitivity analysis BRRE DT
The following table indicates the TRI|BIERKTEHAME
changes in the Group’s loss for the REETNEMNBERT - £EF
year and consolidated equity that [EEEPNE i
would arise if foreign exchange EREARDEES - @R
rates to which the Group has EENBRNGA R E
significant exposure at the end of g) o (RSB EN
the reporting period had changed & bt TR B T B 2R T 2 F Y
at that date, assuming all other R TIEKR o =
risk variables remained constant. T N\FNM_ZF—LFHH
As the Hong Kong dollar is pegged MR — 2 L AT -

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 2018 and 2017.
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32. Financial Risk and Capital Risk

Management (Continued)
(a)

Financial risk management (Continued)

(ij)  Financial risk management and
policies (Continued)

(1)  Market risk management
(Continued)

Foreign currency risk (Continued)

Sensitivity analysis (Continued)

Renminbi AE®
Macau Pataca R
United State dollar X
Phiippin Peso FRERZR

32.

e |RMEE

For the year ended 31 December 2018
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—E-NEEH

BREBEEARREE(E)

(a) HERBER(E)
(i) FIBEBEZERBE(E)
(1) THEEREE(E)
HNEE LR (48)
WREE D ()

2018
ZE-\&
Increase
Increase
(decrease)

(decrease)
in loss for

Increase

in foreign the year and (decrease) in

exchange accumulated consolidated

rates losses
AEERB

EXES RETEE
Bmiad)  EmiEs)
HK§'000

Vit avn

5% 18
(6%) (18)
5% (106)

(5%) 106

5% 1,988

(5%) (1,988)

5% 3

(%) @)

equity

Rekit
Em(ED)
HKS 000
ERTT

(18)
18
106
(106)
(1,988)
1988
@)

3

Increase

Increase  (decrease)
Increase
(decrease) in

consolidated

(decrease) in loss for
in foreign  the year and

exchange  accumulated

rates losses equity
HK$'000 HK$'000
A¥Tr  BETr
5% (293) 293
(5%) 293 (293)
5% (34) 34
(5%) 34 (34)
5% 1,842 (1,842)
(5%) (1,842) 1,842
5% Al 21)
(5%) 21 21
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32. Financial Risk and Capital Risk

Management (Continued)

Notes to the Consolidatéd Financial Statents

BHAHEBREERRQE

32.

(a) Financial risk management (Continued)

(ij)  Financial risk management and

policies (Continued)

(1)  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.

(2) Credit risk management

As at 31 December 2018, 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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32. Financial Risk and Capital Risk
Management (Continued)

(a) Financial risk management (Continued)

(ij)  Financial risk management and
policies (Continued)

(2)

Credit risk management
(Continued)

In order to minimise the credit
risk in relation to amounts due
from parties to a joint venture,
the Group obtained collateral
from parties to a joint venture. In
relation to other receivables, the
management has strengthened
the monitoring of credit limits,
granting of credit approvals and
other credit review procedures
to ensure that follow-up action is
taken to recover overdue debts.
In addition, the management
reviews the recoverable amount
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
limited because the majority of the
counterparties are reputable banks
or banks with high credit ratings
assigned by international credit
rating agencies.
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32. Financial Risk and Capital Risk

Management (Continued)

BHAHEBREERRQE

32.

(a)

230

Financial risk management (Continued)

(ij)  Financial risk management and
policies (Continued)

(3)

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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Notes tothe Con

32. Financial Risk and Capital Risk
Management (Continued)

Financial risk management (Continued)

(ij)  Financial risk management and
policies (Continued)

(3) 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.

sblidated Financial Statements
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32. BiXERMREXREMER(Z)

(a) MBEBEEE)

(i) BHBERBREERBRFE)
(3) REBEREBEEE)

TRAMAEEREEE
BZHBTAORBRER - Ts
AERUBEEIARURRE
B AR AL BRSNS
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

2018 “TN\E
Obligations under financial leases B A EE T 58 - 58 58
Other payables HinfENZE 36,981 - 36,981 36,981
Amounts due to a shareholder  ERAREFE - 62,540 62,540 62,540
Amounts due to directors A EES 10,540 - 10,540 10,540
Convertible bonds AR ER 150,000 - 150,000 150,000
197,579 62,540 260,119 260,119
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32. Financial Risk and Capital Risk

Management (Continued)

(a)

Financial risk management (Continued)

(ij)  Financial risk management and

policies (Continued)

(3
(Continued)

Liquidity risk management

Ry
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32. BiXERMREXREMER(Z)

(a) MBEMERE)

(i) HBEBREERBE(E)

(3) REBEREBEEE)

Total
undiscounted

On demand

Total carrying

amount at
31/12/2017
R-T—+F

More than
1 year

or less than

1 year cash flows

HK$'000

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

2017 i 3
Obligations under financial leases B A EE T 177 44 221 215
Other payables HibE 78 20,283 = 20,283 20,283
Amounts due to a shareholder  JE{TAEFIA = 40,870 40,870 40,870
Amounts due to directors A EES 6,054 — 6,054 6,054
Convertible bonds R ES 165,000 5,096 170,096 149,781
191,514 46,010 237,524 217,203
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32. Financial Risk and Capital Risk
Management (Continued)

(b)

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.
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32. BiXERMREXREMER(Z)

(b)

EXREBEE
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32. Financial Risk and Capital Risk 32. BiXERMREXREMER(Z)
Management (Continued)

(b) Capital risk management (Continued) (b) BEXREEEE(E)
During 2018, the Group’s strategy, which was RZBE-N\FR  FEEZRB(BZF
unchanged from 2017, was to maintain the —EFRERTE) A FESE R
net debt-to-equity ratio at an acceptable level. REFRAEZKE RZFE—N\FR
The net debt-to-equity ratios at 31 December Tt EFFT AT -BZEEBY
2018 and 2017 are as follows: RO

HK$’000 HK$’000
BEF T JEMF T
Total debts 1BIETE 260,119 217,239
Less: Cash and cash equivalents i : & MRS FEY (243) (4,894)
Net debt FHEE 259,876 212,345
Total equity B 143,380 185,069
Net debt-to-equity ratio SFERSH R R L 2 181% 115%
(c) Fair value measurement (c) AFEFE
The Group has no financial assets and AEEWEWFEEMTBEEBERIZRL
financial liabilities that are measured at fair BHEEAFEFE -
value on a recurring basis.
The directors consider that the carrying §$wﬁﬁ<\??é\5ﬂ%$ﬁ$ﬁ§wuzﬁﬁ%§
amounts of financial assets and financial EXMBERZ REEREATEES

liabilities recognised in the consolidated
financial statements approximate to their fair
values.
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33. Particulars of Subsidiaries

Particulars of the Company’s subsidiaries at 31
December 2018 were as follows:

Name of subsidiaries

WEARAR

Kanstar Environmental Technology

Group Limited

Win Easy International
International Limited

Polyard Petroleum Resources

Development Inc

Mexford Holdings Limited

Carson Coal Trading Co., Limited

ERRREERRAA

Blue Sky Power Company

EXENARAT

Limited (formerly Polyard
Natural Gas Power Plant

Group Limited)

(FIBRARANREZERERAR)

Modern Lucky International Limited

FERARERAT

Polyard Petroleum (Hong Kong) Limited

ABRM(EER)ARAA

Place of
incorporation/
operation

AR/ EEh

British Virgin Islands
EBRAER

British Virgin Islands
ZERAER

British Virgin Islands
EBRAES

British Virgin Islands
ZERAER

Hong Kong
{3

Hong Kong

Hong Kong
B

Hong Kong
Bk

Forms of
legal equity
EEREN

International Business
Company
BREB AR

International Business
Company
BREBAR

International Business
Company
EREEAR

International Business
Company
BREB AR

Limited Liability
Company
ERELRA

Limited Liability
Company
BREMRA

Limited Liability
Company
BREMAT

Limited Liability
Company

BRAEAT
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33. MEARFE

RZE—NF+ZA=+—0  XARZHEB
NEFIBIT

Proportion of nominal value of issued
capitaliregistered capital held by the
Company
FATARAZERTRE/
&R HEEERL A

Issued and
fully paid
share capital/

registered
capital* 2018 2017

g C¥E =¥-tk
#ZBA/ Directly Indirectly Directly Indirectly Principal activities
- St [ E# B TZER

US$1,000 100% - 100% — Investment holding
1000570 RERK
Us$t  100% - 100% — Investment holding
3 RERRK
usst  100% = 100% — Investment holding
1% RELRK
US$50,000 —  100% —  100% Investment holding
50000570 REAK
HKS1 - 100% —  100% Trading of minerals and
BEAT energy products
BNReREREE
HK$30,000,000 —  100% —  100% Operation of
7130,000,0007C power plant
HKS2 —  100% —  100% Investment holding
Y REHH
HK$1 = 100% —  100% Investment holding
BEAT RERRK
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33. Particulars of Subsidiaries (Continued)

Financial Statements

33. MIBATFEE

Proportion of nominal value of issued

lssuedand  Capitaliregistered capital held by the
fully paid Company
share capitall FAAREZERIRE/
registered ERERA R
Place of capital* _ _?018 . 3017
incorporation/ Forms of BBk “F-NF “B-tF
Name of subsidiaries operationv legal equity BRERA/ Directly Indirectly Directly Indirectly Principal activities
WEARZH AMRY/SEns  EeEREA dfEs ER B E% B FEEH
Polyard Petroleum International Macau Limited Liability MOP40,000,000 —  100% — 100% Investment holding
Company Limited A Company 40,000,000/t RARR
BRERAERARLA BREFAT
Sinotech Polyard Petroleum Exploration & Hong Kong Limited Liability HK$100,000 - 70% - 70%  Provision of consultancy
Development Research Institute Limited  &7% Company 751100,0007 services for oil and
AR RDRRERAR AR AT BREFAT gas exploration and
development
RERSHRRER
BERE
Sinotech Polyard (Beijing) Resource PRC Limited Liability HK$4,000,000 - 925% —  925% Provision of consultancy
Science and Technology Limited 43 Company 75%4,000,0007T senvices for oil and
HARLR)ERRHERAR BREALH gas exploration and
development
REBRDRRER
BRIk
Polyard International Mining Hong Kong Limited Liability HK$1,000,000 = 100% —  100% Investment holding
Company Limited Bk Company 75%1,000,0007T RERER
BREREEARAT ERELARA
Joyful View International Limited British Virgin Islands  International Business US$1,000  100% —  100% — Investment holding
SHERERAR RERLEE Company 1,000%7 RERR
AREHLT
Polyard Petroleum Philippines Company  Philippines Limited Liability PHP10,000,000 —  100% —  100% Mineral and energy
Limited, Inc. FEZ Company 10,000,000%% related business
ERELRA MR RAERE
Mass Leader Inc. British Virgin Islands ~ International Business ~ US$50,000 - 63% - 63%  Investment holding
RBRAHEE Company 50,0007 RARR
AREHAT
China International Mining Petroleum Hong Kong Limited Liability HK$10,000,000 - 63% - 63% Mineral and energy
Company Limited &b Company 540,000,000 related business
hEERBEARARAA ERELRA MR RAERE
None of the subsidiaries had issued any debt RELR - BEMBRARFITEMNERES

securities at the end of the year.
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34.

Details of Non-Wholly-Owned

N

Subsidiaries that have Material Non-
Controlling Interests

The table below shows details of non-wholly-

owned subsidiaries of the Group that have material

noncontrolling interests:

Name of subsidiary

WEARAR

Place of incorporation/
principle place of business

TSN

oteé tothe Consblidat

34.

z 3
ed Financial Statements
e BTSRRI AT

For the year ended 31 December 2018
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B E AR 2 % 2 N A
A

TRINTASEREEAHEN ERR IR
BB ARIFS

Proportion of ownership interest

and voting rights held by
non-controlling interests

FENERERCRARRSR

ERRELLA

2018
= SE

2017

“3-15

(Loss)lprofit allocated to Accumulated
non-controlling interests non-controlling interests
FEHtRR
Fik () /%A it HEHLRS
2018 2017 2018 2017
Z2-Nf Tt ZB-N\f  CETHE
HK$'000 HK$1000 HKS$'000 HK$000
b A Vi av b-iav Vi v

Mass Leader Inc BVI/Hong Kong 37% 37% ) 2) 12 115
EERAHE/FR

China International Mining Petroleum  Hong Kong 37% 37% (149) 7720 53,810 53,959
Company Limited &k

TRERERRAERAA

Sinotech Polyard Petroleum Hong Kong 30% 30% (671) (794) (4,103) (3432)
Exploration & Development &%
Research Institute Limited

R BRRRSRRET AR ERAT

Individually immaterial subsidiaries 665 565 678 13
with non-controlling interests

R ER 2 (5]
YN N

(158) 7489 50,497 50,655
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34. Details of Non-Wholly-Owned 4. BEERFEFIMERZIZEMBA
Subsidiaries that have Material Non- AFBE(E)
Controlling Interests (Continued)

Summarized financial information in respect of REBHRBERFEHMER 2 EMBARZ
each of the Group’s subsidiaries that has material MEERRESHIINT - TXZMBEERRE
non-controlling interests is set out below. The ETREERYHATZ 2 -

summarized financial information below represents
amounts before intergroup eliminations.

Mass Leader Inc

HK$°000 HK$°000
BEFT BEFoT
Current assets mBEE 14,072
Non-current assets EMBENEE
Current liabilities nEHEE
Non-current liabilities EmENAE
Equity attributable to owners of RATEER NELER

the Company

Non-controlling interests FEF2 ) 1

Revenue &

Expenses 53

Loss for the year NEEEE

Loss attributable to owners of RABER AEIGEER
the Company

Loss attributable to FEPRE MR R R S S 1

the non-controlling interests

Loss for the year NEEEE
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34. Details of Non-Wholly-Owned
Subsidiaries that have Material Non-
Controlling Interests (Continued)

Mass Leader Inc
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BEEAFEFMERZFZENER
AFEE)

HK$’000 HK$’000
BEFT BT
Other comprehensive income attributable AR E)1HEA AFENG E A
to owners of the Company 2 EE —
Other comprehensive income attributable — FEF2 il IE ke 2 B (1 Ho A
to the non-controlling interests Z2E = —
Other comprehensive income for the year ZN4EE H 2 @ik —
Total comprehensive expense attributable 7N F1HEA A B
to owners of the Company 2EX HEE (5)
Total comprehensive expense attributable — JF#%# (AR FE(
to the non-controlling interests PHEX HARE (2)
Total comprehensive expense for the year AN /E 2 H 2 H 458 (7)
Net cash outflow from operating activities &% 27538 £ i F58 (18)
Net cash inflow from investing activities WEEER B RAFHE —
Net cash inflow from financing activities BB AR MAFRE 18

Effect of foreign exchange rate changes

SMEEERE > e

Net cash inflow

RERAFHE
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34. Details of Non-Wholly-Owned
Subsidiaries that have Material Non-
Controlling Interests (Continued)

34, BABEAFEFMERZFZENBL

China International Mining Petroleum Company Limited

HERREEEEERA T

AFHEE)

Current assets nBEE
Non-current assets EMBENEE
Current liabilities nmBaE
Non-current liabilities FERBEE

Equity attributable to owners of
the Company

EANGIE 2PN EE

Non-controlling interests

FEFE IR

Revenue Was

Expenses 53

Share of (loss) profit of a joint venture JEEE &R
(Loss) profit for the year F A5 A

(Loss) profit attributable to owners of RRABEE ANEIE R

the Company
(Loss) profit attributable to the
non-controlling interests

TR MR e A A

(Loss) profit for the year

F PR
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BETT

HK$°000
BETT

37,403

357,703

258,471

7,164
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34. Details of Non-Wholly-Owned
Subsidiaries that have Material Non-
Controlling Interests (Continued)

34.
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BEEAFEFMERZFZENER
AFEE)

HERREEEEERA T

Other comprehensive income attributable
to owners of the Company

Other comprehensive income attributable
to the non-controlling interests

ZAYNCIE PN R )
2 WS
FEIE I MR s G Eo A

EERE

HK$’000
BETT

Other comprehensive income for the year AFE EAth 2 E Iz
Total comprehensive income attributable N2 A)#EA AFEE

to owners of the Company el et
Total comprehensive income attributable FEPEFIME R R R

to the non-controlling interests 2HEWELTE
Total comprehensive income for the year ANFE 2 HERH AR
Net cash outflow from operating activities 48 %738 & 7 1 F 58
Net cash inflow from investing activities WEEEIR R AFE
Net cash inflow from financing activities BB EEIR &R AF

Effect of foreign exchange rate changes

SMEEESD Y HE

Net cash outflow

RentF8

HK$°000
BETT

16,491

13,846
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34. Details of Non-Wholly-Owned 4. BEERFEFIMERZIZEMBA
Subsidiaries that have Material Non- AFBE(E)
Controlling Interests (Continued)

Sinotech Polyard Petroleum Exploration &

Development Research Institute Limited

RN ERAERAENREERA A

HK$’000 HK$’000

BEFT B FoT
Current assets RENEE 33,947
Non-current assets ERBEE 1,000
Current liabilities nEaE 46,387
Non-current liabilities ERBEE —
Equity attributable to owners of RATEER NELEZR

the Company

Non-controlling interests FE2 ) 1
Revenue &=
Expenses F
Loss for the year NEEEE
Loss attributable to owners of NAREE AEIGEE
the Company (1,852)
Loss attributable to the non-controlling FEPE I R A PG BT 1R
interests
Loss for the year NEEEE
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Subsidiaries that have Material Non-
Controlling Interests (Continued)
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34. BREAFEFMERZFZENEL

Sinotech Polyard Petroleum Exploration &

Development Research Institute Limited

PREEAERRRARMRRERRA A

AFHEE)

HK$’000 HK$°000
EBEFT BT T
Other comprehensive income attributable ~ Z&AAR)EA AFE(EH A
to owners of the Company 2 EWR - —
Other comprehensive income attributable — FE#ZE i IEHE 25 B (L Ho A
to the non-controlling interests Z2HKE - —
Other comprehensive income for the year AFE Eith 2 E IS - —
Total comprehensive expense attributable ZNA F1#EA ARG
to owners of the Company SEX HERE (1,566) (1,852)
Total comprehensive expense attributable — JF#E &I Mg S (G
to the non-controlling interests A LR (671) (794)
Total comprehensive expense for the year A& [E2E X H 4258 (2,237) (2,646)
Net cash outflow from operating activities 484 #7538 & 7 # 58 (4) (669)
Net cash inflow from investing activities KB AR RAFRE - —
Net cash inflow from financing activities BB EEIR &R AT - 667
Effect of foreign exchange rate changes  YMEE R EF) » 22 - —
Net cash outflow e mtFE (4) (2)
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35. Information about the Statement of
Financial Position of the Company

Financial tements

BHAHEBREERRQE

Py |
G A

BEAXAFAMBRRA R ZER

HK$°000 HK$'000
BT T BT T
NON-CURRENT ASSETS ERBEE
Property, plant and equipment Y - BB K& —
Interest in subsidiaries NN 237,687
237,687
CURRENT ASSETS REEE
Other receivables H b U A 434
Cash and bank balances e RIBITHES 4
438 _
CURRENT LIABILITIES REBAE
Other payables H A 5RIB (10,391)
Amounts due to directors B EEFHE -
Convertible bonds AR ES (149,781)
(160,172)
NET CURRENT LIABILITIES FhBEE 0 (175564) (159,734)
TOTAL ASSETS LESS CURRENT #EERABAR
LiABILITES . 52460 77,953
NON-CURRENT LIABILITIES kRBERS
Deferred tax liabilities EEFHIBEEE (36)
NET ASSETS FEE 77,917
CAPITAL AND RESERVES BARH#E
Share capital &7 117,502
Reserves i (i) (39,585)
TOTAL EQUITY R 77,917

Approved and authorised for issue by the board of

directors on 6 January 2020.

Zhao Zhiyong
Director
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35.

Information about the Statement of
Financial Position of the Company

(Continued)

(i) Reserves

Notes to the Consolldated FlnanC|aI Statements
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BT N\F+_A=1+—HIFEZF

NE 5

BFRARRAMBRRRZER(EF)

Share  Accumulated  Contributed
premium losses bonds reserve
RiaEE ZitFE TRRESRE
HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETTL BETTL
At 1 January 2017 R-E-tF-A-H 998,012 (1,007,850 3,285 (6,553)
Loss for the year TEEFE = (33,032) = (33,032)
At 31 December 2017 and RZZ-tE+-A=1-H
1 January 2018 R=E-7\§-A-H 998,012 (1,040,882) 3,285 (39,585)
Loss for the year rEEFE - (25,457) - (25,457)
At 31 December 2018 BRZE-NE+ZA=1-H 998,012 (1,066,339) 3,285 (65,042)
(a) Nature and purpose of reserves (a) RBHEZMERERH

(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.

(i) RiniaE

REFSESQRDA(KE
F1) 5228 « ARRZBEM
8 (B AT B A 29 K 3R A~ AL S
TR - ERRBEARMA
BERXMIARZRE
K B BE 2 IR SO - BB
& ARRABRENERR
B E R 2 BIHET
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BE T )\F+_A=1+—HIFE — i ST — =

Polyard Petroleum International Group Limited FBEHABBEREEERAT

35. Information about the Statement of 35. EEAALRHBMRERZER(E)
Financial Position of the Company
(Continued)
(i) Reserves (Continued) (i) fREEE)
(a) Nature and purpose of reserves (a) REZMEREE)
(Continued)
(i) Convertible bonds reserve (i) AR ES G
The convertible bonds reserve has AR EFRBELEE RS
been set up and is dealt with in I 1R 35 Bt 5E4(p) i E it AT
accordance with the accounting REFFEMN 2 EHBRE
policies adopted for convertible 3 e

bonds in note 4(p).

(b) Distributability of reserves (b) FHRDIREE
At the end of the reporting period, the RBMEIR AR R ERFEER]
Company had no reserves available for HORTARBEBEA(ZE—L
distribution to owners of the Company Fm)o

(2017: HKS$Nil).

36. Events After The Reporting Period 36. MEHREE
i. Subsequent to the end of the reporting period, i. MEHERE - R2019F EFF - K&
in the first half of year 2019, the Group’s EHEErHXEOAEEERD EXMASR
joint venture had formally commenced its oil HRMEES -

production operation in Cebu, Philippines.
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36. Events After The Reporting Period
(Continued)

On 3 January 2020, the Company had
entered into a legally binding Memorandum
of Understanding (“MOU”) with East Asia
Oil Engineering Group Limited (“East Asia”)
where East Asia had undertaken to take
over CB A from the original holder (“Original
Holder”). On the same date, the Original
Holder of CB A had completed transfer of
convertible bond with principal amount of
HK$75,000,000 (“675M CB A1) to East Asia.
By the same MOU between the Company
and East Asia, East Asia had committed that
it would not demand for repayment of CB A
by the Company within thirty months from
the date of the MOU. The remaining principal
balance of HK$25,000,000 of CB A not yet
transferred to East Asia (“$25M CB A2") are
still registered in the name of the Original
Holder and is guaranteed by Mr. Lam Nam,
the ultimate controlling party of the Company,
until its disposal. In view of the above
arrangement, the Directors anticipate that the
$25M CB A2 will not be called for repayment
in the foreseeable future.

On 3 January 2020, the Company has entered
into a memorandum of understanding for
share subscription with GuangDong Namyue
Capital Investment Co., Ltd. (the “Subscriber”)
pursuant to which, the Company is agreeing to
allot and the Subscriber is willing to subscribe
200,000,000 shares at the price of HK$0.18
per share which shall rank pari passu with all
existing shares of the Company.

37. Comparative Figures

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

Notes to the Consolldated FlnanC|aI Statements

e

B ISR M AL

For the year ended 31 December 2018
HE T \F+_A=1+—HILFEE

Annual Report 2018 — & — \ & £

36. HMEMBRER(E)

i. Z—ZETZTF-HA=H  ARFIHERDMH
BIREEARAR(EIDEIT
BEEEBHNRNORBRE ([ RERE
i) REERBRRIBEAFHE
EAMRESA (REFAEAD - RE
H - AIRREFARNRFEE AL TKH
7K % £75,000,0007% 7o([7,5008 7T Al
BREFAMDNATRKRESFEBEER
E°ﬂﬁ@ﬁﬁ%ﬁ2ﬁmﬁ—ﬁ%ﬁ

=ik RIAEEE

BERBETERE

ZH#E= +MHWXI AEE AR
EHA MAEBER DN ITBRRES
AR 7K 4 %4 %825,000,0007% st([2,500
ST A ARESFA2 D TIARBE ANS
EER  WHARRA RN SRKIES S AE
SAEER HIBHEREE - EX L%
B EEEAEUERNERTIERE
(B8 152,5008 7T Al AR EHA2 o

i. RNIT_THF—

A=B ARRIEHE

%ﬁ@ﬁ$&ﬁﬁm A([READET

— RO RBENREEREE - BRI
ﬁAﬂHEE%~ﬁ%%A@e%%
200,000,000(% A% 7+ & A% (B 1% £0.18
BT BARRMBERBERNERERSE

AL o

37. kBT

ETHFEFTHE -
Eto

URAaARFENZST
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Five Year Financial Summary

EFMBEHRE

Polyard Petroleum International Group Limited

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

BHAHEBREERRQE

AEERBEAEMBFEZGRAEE  EERE
BeHME(BHEAEE 2 EEZEAUHHRER)H
HanT

For the year ended 31 December

BE+-A=+—HLEFE

2015 2016 2017
T—RNE T+
HK$000  HK$000  HK$000  HK$000  HK$000
B  BETor BT BT EB¥Fr
Turnover EER — — — — =
Profit (loss) attributable to ~ E{5E1E
— Owners of the Company — ARXaE#EAA (1,076,075) (99,583) (51,694) (31,992) (40,694)
— Non-controlling interests — JF#E I MEAER (43,344)  (38,360) 29,855 6,934 (348)
(1,119,419)  (137,943)  (21,839)  (25,058)  (41,042)
Assets and liabilities EERAEE

At 31 December

R+t=B=+—8
2015 2016
—T—hF
HK$'000  HK$000  HK$000  HK$000 HK$000
BT BT BT BT BETFT
Total assets BEE 274,724 273,781 371,898 402,308 403,499
Total liabilities FEN=E (149,656) (107,160)  (163,901) (217,239)  (260,119)
Net assets FEE 125,068 166,621 207,997 185,069 143,380
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