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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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| 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 2019.

2019 had seen more challenges facing the Company
brought by global economy downturn and public health
issue. Amid the instability and uncertainties in the
international economic and political environments, the
management strived for achieving smooth development
and production while strengthening cost controls.

As to the Philippines San Miguel Coal Mine Project, it
has progressed into the development phase. Phase-2
Road Construction was launched to have vehicles
accessing to the initial mining area, but was pending for
the governmental agencies overseeing environmental
protection to issue a tree-cutting permit. The construction
can be resumed any time after the issuance of tree-
cutting permit.

As to the Philippines South Cebu Oil and Gas Project
(“SC49”), on 11 January 2019, CIMP signed a crude
oil sales contract with Greater Alegria Oil Inc. (“GAQO”),
a Philippine buyer. In April 2019, GAO dispatched a
vessel to Cebu hauling oil for the first time, launching
the oil shipping. The oil sale continues to date. Besides
GAO, TPPDI lifted oil from time to time and several other
potential buyers have shown their interest in buying oil
from CIMP and collected oil samples for further analysis.
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Based on renewed production forecast from single-well
flowing in 2019 and positive testing results conducted
from May to July in the same year, CIMP preferred to
deploy new wells adjacent to the existing production
wells. CIMP completed planning of new wells by
integrating reservoir study and geological analysis, and
has reached agreement on land lease with the land
owners.

In July 2019, potential partners contacted CIMP,
expressing their intention to build a small refinery with
an annual output of 750,000 barrels in the wellsite area,
and completed the feasibility assessment and preliminary
plan. Further cooperation is under development.

In November 2019, CIMP submitted to the Department of
Energy the 2020 annual work program and budget. CIMP
plans to drill three production wells in 2020 and then will
drill another additional well, which depends on the results
of drilling. The procurement of drilling materials and
production facilities is under way.

In December 2019, another potential partner contacted
CIMP, hoping to make good use of the associated gas
produced in crude oil production and proposing to install
LPG equipment at the well site to can LPG for sale in
Cebu market. Potential partners are currently designing
the scheme. Further cooperation is under development.
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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, and continue its efforts in seeking
operating funds from the financial market despite the
increased cautiousness of the capital market in investing
in oil projects.

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, 22 June 2020

EEBLERK  ARRSSEETHEECEAD
BERATYE - BEG A HAETHE  REBE
EAMSHAOMERRERBER  ARAHEE
AT ERGELES -

RABRERARBRHERE BTNEEFEKE
BN S ) TEEZERL - NA TR R R B ERE
RET - BEBE - FRHAEE - BBELEMD
SRARL - AARRE - BRIIRFELBEKDY

REREFE
HEE
B



Finanical Review

The Group did not generate any turnover for the
year ended 31 December 2019 (2018: Nil). The
Group recorded a net loss attributable to owners of
the Company of approximately HK$88,611,000 for
2019 (2018: approximately HK$40,694,000).

Loss for the year included a share of results of
a joint venture of approximately HK$84,841,000
on the oil and gas project in South Cebu, the
Philippines (2018: approximately HK$37,000). The
share of loss from a joint venture mainly due to the
significant drop in crude oil price during the year.

Administrative and other operating expenses for
the year ended 31 December 2019 amounted
to approximately HK$18,059,000 representing a
decrease of approximately HK$8,203,000 or 31%,
as compared with the corresponding period last
year. The decrease was mainly attributable to
decrease in various business expenses such as
employee costs, travel and entertainment expenses.

Finance costs for the year ended 31 December
2019 amounted to approximately HK$18,407,000
(2018: approximately HK$16,535,000). The increase
in interest costs was mainly resulted from late
charges of interest expenses on convertible bonds.

Liquidity, Financial Resources, Capital
and Gearing

As at 31 December 2019, the Group had net assets
amounted to approximately HK$22.0 million (2018:
approximately HK$143.4 million) and net current
liabilities amounted to approximately HK$181.6
million (2018: approximately HK$155.8 million). The
current ratio was 20% (2018: 21%). The gearing
ratio of the Group based on the net debt to the total
equity was 1,335% (2018: 181%).

Management Discussion and Analysis
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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.

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
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disposal. Up to the date of this report, the $25M CB
A2 is still outstanding and had not been called for
repayment. The Company and the Original Holder
are in the negotiation regarding the settlement
arrangement of $25M CB A2.

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, 15 October
2018 and 6 January 2020.

Employee Information

The Group had a total number of staff of 46 (2018:
58). 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$12.3 million
for the year as compared with that of approximately
HK$15.7 million in 2018.
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Business Review and Prospects

Philippines Central Luzon Gas Project

Central Luzon Gas Project’s original 2012 work program
was for re-entering Victoria-3 and drilling a new well.
However, the work program was delayed due to rig
availability. Instead, the project management conducted
a further support study for new drilling plan. As a result
of the above-described delay, the project was granted
by the Department of Energy to extend the expiry of
the current exploration sub-phase to 9 November 2019.
On 31 December 2019, a wholly-owned subsidiary of the
Company entered into a legally binding memorandum of
understanding (“MOU”) with an independent third party
pursuant to which the subsidiary of the Company has
agreed to disposal of the entire interest in Modern Lucky
International Limited and its subsidiaries which held 89%
equity interest in the Central Luzon Gas Project (“Disposal
transaction”) at the cinsideration of HK$1. As the relevant
applicable percentage ratios (as defined under Rule
19.07 of the GEM Listing Rules) calculated by the Group
were all less than 5%, the Disposal transaction did not
constitute a notifiable transaction under Chapter 19 of the
GEM Listing Rules. Subsequent to the reporting period,
on 19 June 2020, the Disposal transaction had been
completed.

Philippines San Miguel Coal Mine Project

San Miguel Coal Mine Project has progressed into
the development phase. Phase-2 Road Construction
was launched to have vehicles accessing to the initial
mining area, but was pending for the governmental
agencies overseeing environmental protection to issue
a tree-cutting permit. The construction can be resumed
any time after the issuance of tree-cutting permit.
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Philippines South Cebu Oil and Gas Project (“SC49”)

SC49 is situated in the southern part of Cebu, central
Philippines, where hydrocarbon had been discovered
in previous drillings. China International Mining and
Petroleum Company Limited (“CIMP”) acquired 80%
participating interest of SC49 and became the operator
of SC49 project in July 2009. The Group indirectly
acquired 51% of CIMP’s issued share 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.

On 11 January 2019, CIMP signed a crude oil sales
contract with Greater Alegria Oil Inc. (“GAQ”), a
Philippine buyer. In April 2019, GAO dispatched a
vessel to Cebu hauling oil for the first time, launching
the oil shipping. The oil sale continues to date. Besides
GAO, TPPDI lifted oil from time to time and several
other potential buyers have shown their interest in
buying oil from CIMP and collected oil samples for
further analysis.

Based on renewed production forecast from single-well
flowing in 2019 and positive testing results conducted
from May to July in the same year, CIMP preferred to
deploy new wells adjacent to the existing production
wells. CIMP completed planning of new wells by
integrating reservoir study and geological analysis, and
has reached agreement on land lease with the land
owners.

In July 2019, potential partners contacted CIMP,
expressing their intention to build a small refinery with
an annual output of 750,000 barrels in the wellsite
area, and completed the feasibility assessment
and preliminary plan. Further cooperation is under
development.

In November 2019, CIMP submitted to the Department
of Energy the 2020 annual work program and budget.
CIMP plans to drill three production wells in 2020 and
then will drill another additional well, which depends
on the results of drilling. The procurement of drilling
materials and production facilities is under way.

Management Discussion and Analysis
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In December 2019, another potential partner contacted
CIMP, hoping to make good use of the associated
gas produced in crude oil production and proposing to
install LPG equipment at the well site to can LPG for
sale in Cebu market. Potential partners are currently
designing the scheme. Further cooperation is under
development.

Significant Investments, Acquisitions and Disposals

Apart from the investment and disposal 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
2019. Our Group did not have other plans for
significant investments, acquisitions and disposal of
subsidiaries as at 31 December 2019.

Charges on Assets

As at 31 December 2019, the Group did not charge
any of its assets (31 December 2018: nil) as securities
for any facilities granted to the Group.

Contingent Liabilities

Other than the disclosure under 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 2019.

Subsequent events

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.
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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. Up to the date
of this report, the $25M CB A2 is still outstanding and
had not been called for repayment. The Company and
the Original Holder are in the negotiation regarding the
settlement arrangement of $25M CB A2.

On 31 December 2019, a wholly-owned subsidiary of the
Company entered into a legally binding memorandum of
understanding (“MOU”) with an independent third party
pursuant to which the subsidiary of the Company has
agreed to disposal of the entire interest in Modern Lucky
International Limited and its subsidiaries which held 89%
equity interest in the Central Luzon Gas Project (“Disposal
transaction”) at the cinsideration of HK$1. As the relevant
applicable percentage ratios (as defined under Rule
19.07 of the GEM Listing Rules) calculated by the Group
were all less than 5%, the Disposal transaction did not
constitute a notifiable transaction under Chapter 19 of the
GEM Listing Rules. Subsequent to the reporting period,
on 19 June 2020, the Disposal transaction had been
completed.

On 3 January 2020, the Company has entered into a
memorandum of understanding (the “MOU”) 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. Up to the date of this
report, the Company is still in the negotiation with the
subscriber regarding the terms and conditions of the
share subscription. The MOU is still in validity.

Management Discussion and Analysis
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Subsequent to the end of the reporting period, the
outbreak of novel coronavirus (“COVID-19”) in January
2020 has caused disruptions to many industries,
including oil and petroleum industry, in China as well
as other countries. These disruptions have inevitably
posed a significant threat to the global economy in 2020.
Despite the challenges, governments and international
organizations have implemented a series of measures
to contain the epidemic. The time duration and scope
of these disruptions cannot be accurately assessed at
this point in time. Given the dynamic nature of these
circumstances, the financial impact will be reflected in
the Group’s subsequent financial statements. The Group
will closely monitor the development of the epidemic and
assess its impact on its operations.

Subsequent to the year end, the recent drop in
international crude oil price caused by the price cut in
Saudi Arabia may potentially cause a reduction in capital
and operating expenditure by the customers which
may result in a slow-down in the overall exploration
and production activities and casts uncertainty over the
future development of the industry. The Group has been
actively communicating with its major customers on the
progress of their ongoing and future projects. Up to the
date of this report, the impacts of the drop in the oil
price on the Group’s ongoing and future projects remain
uncertain and is unable to quantify the related financial
effects. The Group will continue to monitor and assess
the international crude oil price and evaluate its financial
impact on the Group.

Summary of Expenditure Incurred for Projects

A summary of expenditure incurred for the above
projects by the Group for the year ended 31 December
2019 is as follows:

MEMERE R_E_EF-AFUERES
([COVID-19])) /8% » PR REMBRMTZIT
¥(BEAHRITE)ERTITE - BRHITETA#E
WEH — T _TFNEREEBXNTERNBE - ®E
MR PkE - S BT A B B AR T — R 5
MERBHIE—RITR o B AEAERT A ELITE
RIFERFRMEEE  ZENELBERNBEEE - §f
FEERMAEAEBNBRENERET - AEE
BEYERZRITROER U HEYELNY
2E o

EFEZE - ARDENAATRERRER -
EYEFRRETYK TSR EFPNERES
SR - AT R S B R IR AR B AR
WARITHENRRERERTEEN - AEE—HH
IZEPHEEREITPMNIRRMARNKIERNER
EITEEER BEARSEM A METHRY
AEBEEETMARIIRE NP E R TNEE - B
ECHRBYBEE ARBEREEER LAEEER
[RomER  WRHAEHARENMERZE -
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AEEN LEERE-E-AFE+-A=+—HB1t
FEEEZHZHEMT

HK$°000 HK$°000
BEFT BT T
Philippines Central Luzon Gas Project FEREFERAARER — 141
Philippines San Miguel Coal Mine Project JE/£ZE San Miguel EHE1E — —
Philippines South Cebu Oil and Gas Project JFEEmMEEARER 7,591 3,944
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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 2019 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
2019.

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

Mr. LAl Chun Liang

Mr. LIN Zhang

Mr. KUAI Wei (resigned on 1 July 2019)

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

Ms. XIE Qun

Mr. KWAN King Chi George

During regular meetings of the Board, the Directors
discuss and formulate the overall strategies of the Group,
monitor financial performances and discuss the annual
and interim and quarterly results, as well as discuss
and decide on other significant matters. Execution of
daily operational matters is delegated to management.
Apart from the regular Board meetings, the Board meets
on other occasions when a Board level decision on a
particular matter is required.

The Company Secretary records the proceedings of each
Board meeting by keeping detailed minutes, including
all decisions by the Board together with concerns raised
and dissenting views expressed (if any). Drafts of Board
minutes are circulated to all Directors for comment and
approval as soon as practicable after the meeting. All
minutes are open for inspection at any reasonable time
on request by any Director.
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All Directors have access to relevant and timely
information at all times as the Chairman ensures that
management will supply the Board and its committees
with all relevant information in a timely manner. They may
make further enquiries if in their opinion it is necessary or
appropriate to request for further information. They also
have unrestricted access to the advice and services of
the Company Secretary, who is responsible to the Board
for providing Directors with Board papers and related
materials, and ensuring that all proper Board procedures
are followed and that all applicable laws and regulations
are complied with. If considered to be necessary and
appropriate by the Directors, they may retain independent
professional advisors at the Group’s expense.

In case where a conflict of interest may arise involving a
substantial shareholder or a Director, such matter will be
discussed through an actual meeting and will not be dealt
with by written resolutions. Independent non-executive
Directors with no conflict of interest will be present at
meetings dealing with such conflict issues.

The Board committees, including the Audit Committee,
the Nomination Committee and the Remuneration
Committee, have all adopted the applicable practices
and procedures used in Board meetings for all committee
meetings.
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Chairman and Chief Executive Officer

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

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

Non-Executive Directors

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

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

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

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

Upon the recommendation of Remuneration Committee,
the Board has considered and reviewed the existing
terms of employment contracts of the executive Directors
and senior management and considers that the existing
terms of employment contracts of the executive Directors
and senior management are fair and reasonable.
The Remuneration Committee meets at least once a
year. Details of the attendance of the meetings of the
Remuneration Committee during 2019 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 2019 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
2019 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 2019, 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 111 to 120 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:

Executive Directors: HTESE:
Mr. ZHAO Zhiyong HEBEE
Mr. LAl Chun Liang RiEREE
Mr. LIN Zhang MFSLE

Mr. KUAI Wei (resigned on 1 July 2019)

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

Ms. XIE Qun HEFL L

Mr. KWAN King Chi George B 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.

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 of the
sustainability 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”). The Group attends to the
demands and expectations of our major stakeholders,
and responds to them by disclosing the Group’s
policies and practices to demonstrate its commitment
to sustainability development in the Report, in efforts to
foster mutual understandings between the Group and
our stakeholders. The Report is to be read in conjunction
with the Group’s Annual Report 2019, in particular the
Corporate Governance Report contained therein.

Reporting Boundary

The Report covers business activities that are
operationally controlled by the Group and have
significance to the Group and stakeholders on
environmental and social aspects. The Report mainly
includes the China International Mining Petroleum
Company Limited (The Republic of the Philippines
(“Philippines”) Branch) (“CIMP”), a subsidiary of the
Company which engages in oil and gas exploration and
production in the Philippines. Unless otherwise stated,
the Report covers ESG policies and performance from
1 January 2019 to 31 December 2019 (the “Reporting
Period”).

CIMP was granted with a production license by the
Department of Energy (“DOE”) of the Philippines in 2018
and mainly focused on the extraction and production of oil
and gas during the Reporting Period, with oil hauled and
sold to our clients from time to time. Hence, measures for
safeguarding oil quality is highlighted in the Report. Since
drilling activities were not conducted during the Reporting
Period, wastes such as drill cuttings and drilling fluid
were not produced.
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Basis of Report Preparation

The Report complies with all “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 (“ESG
Reporting Guide”), and was prepared in adherence to the
four reporting principles: materiality, quantitative, balance
and consistency.

Confirmation and Approval

The Board of Directors (“Board”) is fully responsible for
overseeing the Group’s management and implementation
of environmental and social strategies and reporting, and
is also responsible for ensuring the reliability, truthfulness
and completeness of our non-financial disclosures. The
Report was reviewed and approved by the Board on 31
May 2020.

Publication of the Report

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

Hearing from You

We welcome your feedback on our sustainability

performance and reporting. You can contact us by email
at info-hk@ppig.com.hk.
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1. Engaging with Our Stakeholders

1.1.

30

Regular Communication

Stakeholder engagement is indispensable
to the Group’s endeavors in promoting
sustainable development. Our stakeholders
are individuals and organizations who in
some way are influenced by our business
activities or exert influence on our business,
which include investors, government and
regulatory bodies, employees, clients, local
communities, and suppliers. In fulfilment of
our responsibilities as an energy provider,
an employer and as a business that helps
fostering local economic development, we
interact with our stakeholders regularly
via community meetings, well site tours,
corporate publications and websites. We fully
understand stakeholders’ differing needs
and expectations towards our business, and
recognize the importance to maintain an open
dialogue with stakeholders as the input and
feedback we receive help inform the decisions
we make.

Across stakeholder groups, we see an
increasing interest in our ESG performance.
The below table highlights our key stakeholder
groups, their typical interests and our
engagement approach.
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Investors

Investors have always been supportive to
our evolving business. We strive to create
value in everything we do, and ultimately
generate returns for our investors and benefit
the society at large. We have been building
trust with our investors by enhancing our
transparency through proper disclosures of
financial and non-financial information, which
helps inform the investment decisions they
make.

See section 2.1 for more information

DOE of the Philippines and Department
of Environment and Natural Resources
(“DENR”) of the Philippines

As an oil and gas company, our daily activities
are stringently regulated, where permits
must be obtained prior to any oil exploration
and production activities. We maintain close
contact with local authorities and stay updated
with the latest regulatory requirements, such
that all applicable laws and regulations are
being upheld at all times.

See section 2.2 for more information

Employees

Our people are our biggest asset, so we
are creating a positive and empowering
environment where our employees could
unleash their potential and thrive. We listen
to our employees through performance
appraisals, and from time to time organize
team building activities to let them feel truly
valued and create a sense of belonging in the
workplace.

See section 4 for more information
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Clients

Crude oil buyer is our major type of client,
which they are most concerned about our oil
quality and quantity. We invite our clients to
have meetings and site visits at our oilfields
so that we could have a better understanding
of our clients’ expectations. We ensure quality
standards and requirements are met and
provide oil samples for potential clients to
conduct oil testing.

See section 2.2 for more information

Local communities

Respectful engagement with local
communities in Alegria, the operating location
of our well sites, is critical to the success
of our operation. An effective grievance
mechanism is in place for us to hear from
local residents and to attend to their concerns
on areas such as environmental protection
and local economic development.

See section 5 for more information

Suppliers

We identify quality suppliers through a
systematic tendering process, which suppliers
that take up their social and environmental
responsibilities are preferred, joining hands
with us in establishing a sustainable supply
chain step-by-step.

See section 2.3 for more information
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1.2.

Environmental,

Setting Our Priorities

In addition to our regular communication with
stakeholders, we conducted a materiality
assessment during the Reporting Period
to evaluate the sustainability issues that
matter most to our stakeholders and our
business. This process is imperative to
reflect the changing ESG context, and lays
the foundation for the Group to establish
its sustainability strategy in the near future.
The results of our materiality assessment
provide guidance for a more focused ESG
management in the Group, and also help
inform the focus of the Report, complying
with the materiality reporting principle as
emphasized in the ESG Reporting Guide.

WHO we’ve engaged

A stakeholder identification exercise was
conducted during the Reporting Period, which
across our stakeholder spectrum, the Board,
senior management and employees were
identified as stakeholder groups that are
very likely to be influenced by our business
activities or exert influence on our business,
and hence were invited to participate in the
materiality assessment exercise.
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HOW we assessed the sustainability issues EEMITELE

Identification

#7

Ranking
7353

Analysis

kil

Validation

%E

A total of 16 sustainability issues were identified by the Group drawing
on the ESG Reporting Guide, international reporting guidelines and from
industry standards.
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The Board, senior management and employees were invited to rank the
sustainability issues based on their perceived level of importance through
online survey.
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To determine sustainability issues that were material to both the Group and
stakeholders, responses received from the survey were analyzed under
two dimensions, the “importance to stakeholders” and the “importance to
PPIG”. As a result, 7 sustainability issues (ranked at 5 points or above out
of 10 points at both levels) were considered as material.
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I BHTESZEE R A FHERERE (U R E RS EES55 5
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The Board validated and endorsed the material sustainability issues to
ensure that the issues are adequately relevant to the Group, thereby
disclosing in the Report in a targeted manner.
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Below materiality matrix illustrates the results
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The Report was prepared with particular focus
on the 7 material sustainability issues, with
information also provided on sustainability
issues of lower materiality, for stakeholders to
sufficiently understand our works in different
regards. Our responses to the material
issues are summarized in the Report, and
corresponding sections are outlined in the
table below.

Material sustainability issues

EENSHNUERERE

Health and safety
e dbeges

Avoiding oil spill management

kR R E R

Policies on environment and natural resources
RIERAAERBUER

Wastewater discharge and management

REIK PR LB I

Solid wastes generation and management
B REEE A B E TR

Employee development and training
8 T 2R EE

Employment and employee benefits
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Our response

EMHE R

Employees’ Health and Safety
BTRFEERZE

Environmental Protection
IRIBIRE
Environmental Protection
IRIFIRE
Environmental Protection

RS RE

Environmental Protection
IRIERE

Building a Competent Workforce
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Employees’ Rights and Benefits
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2. Energy Supply

2.1.

Our Business Model

The Group has been focusing on works within
the upstream oil and gas sector — exploring
new sources of oil and gas, and drilling wells
to extract these resources. We engage our
crude oil buyers to execute midstream works
such as transportation and storage of oil and
gas.

Exploring for oil and gas

CIMP drilled wells, and conducted well logging
and oil testing for the Philippines South Cebu
Oil and Gas Project (“SC49”) between 2014 to
2018, where multiple oil and gas zones were
discovered in six wells, namely the Polyard-1,
Polyard-2, Polyard-3, Polyard-6, Polyard-8
and Polyard-9, and have all converted into
production wells. In 2018, DOE and CIMP
jointly determined that the oil field in SC49
located in Southern Cebu contains certified
hydrocarbon reserves in commercial quantity,
with an estimation of 27.93 million barrels
of oil reserves associated 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.
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Extraction and production of oil and gas

CIMP entered into sales and purchase
agreements (“SPA”) with two Philippine
buyers, Tom’s Power Petroleum Distributor
Inc. (“TPPDI”) and Greater Alegria Oil (“GAO”),
in 2018 and 2019, respectively. Our oil buyers
are responsible for transportation, processing
and storage of crude oil.
buyers lifted oil from time to time, where GAO
dispatched a vessel to Cebu hauling oil for
the first time in April 2019 and TPPDI set up
its own gas stations in Cebu in 2019.

Both of our oil

Meanwhile, potential buyer contacted CIMP
in December 2019, in the hope of making
good use of the associated gas, which is the
natural gas found in association with oil within
the reservoir, suggested to produce cylinders
of Liquefied Petroleum Gas (“LPG”) by having
respective equipment installed at the well site,
and selling them in the Cebu market.

Product and Service Excellence

The Group strives to provide products and
services of outstanding quality to our clients.
Since oil is a natural product, its quality highly
depends on the nature of oil reservoir. Yet, as
a responsible oil and gas producer, we never
cease to refine our process in oil exploration,
extraction and transportation, to ensure
minimal impact to our oil quality, and at the
same time, managing our operations in strict
compliance with relevant laws and regulations
in the Philippines. Please refer to Appendix
1 for the list of relevant laws and regulations.
During the Reporting Period, the Group was
not aware of any incidents of non-compliance
with laws and regulations concerning the
health and safety of the Company’s products
and services.
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Oil Quality

Water content of crude oil is a vital parameter
for oil and gas industry, as it affects oil
quality. Our clients are highly concerned
about oil quality and require us to comply
with the specifications of our oil analysis
done by international organizations and DOE.
To this end, the Group guarantees that all
crude oil sold meets the specifications of
the crude oil analysis. Oil samples are kept
and water content test was conducted prior
to oil sale from any well site, to provide our
clients with qualified crude oil that meets the
oil specification accepted by our clients. Our
responsibilities in guaranteeing oil quality
and various risk control measures are stated
clearly in the jointly signed SPA.

To ensure minimal water content in the crude oil
we produce, we employ a closed production
process. During the primary recovery phase
of our oil wells, the underground pressure
in the oil reservoir is sufficient to displace
hydrocarbons (oil along with associated gas)
from the reservoir up to the surface, hence
additional energy or water are not needed
at this stage. Nonetheless, we install oil-
gas-water separator to separate gas and
water from oil. With the increasing amount
of oil extracted, the oil reservoir pressure
decreases, water injection is then needed
to raise the pressure of the oil reservoir at a
later stage.
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We employ a multi-level inspection strategy
on our crude oil quality. In first place, CIMP
invites internationally notable third-party
inspection agency to conduct oil analysis on
crude oil quality. Findings of the inspection
are recorded in a report and are issued to
our clients. Prior to selling oil to our clients,
we perform laboratory tests at our well site
to confirm that the water content of crude
oil meets the specifications accepted by our
clients.

Apart from stringent quality control measures,
we also use an oil tank surveying rod as
measurement before and after oil loading to
inform clients of the exact quantity transferred.
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Case Study — Regular inspection by the DOE of the Philippines
FEOIE - BRI ERETHERE

Representatives of the DOE of
the Philippines conduct quarterly
inspection on the Group’s well sites,
with the intention to understand
the production situation, and the
difficulties came across by the Group.
They also visit the local communities
of Alegria, to give them updates of
the operations, serving as a bridge
between the Group and the local
communities. The inspection also
provides opportunities for us to
maintain continuous engagement with
local municipalities, to ensure that all
concerns are appropriately addressed,
safeguarding a smooth operation of
our projects.
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Client Relationship

We build and maintain strong client
relationship with transparency and honesty.
To protect the rights of our clients, if they
discover any nonconformity with regard to
crude oil specifications, be it a safety issue
or a product defect, clients can report to
us within thirty days to request for product
recall. During the Reporting Period, the Group
amicably negotiated with our clients to find
solutions in case of complaints regarding
our crude oil products and services, and no
products were recalled. Should any complaint
arise, we will actively communicate with
clients and handle complaints in a proper
manner. Complaints concerning the quantity
and quality of crude oil are resolved based
on the results of the tests conducted by third

party.

The Group ensures that client data is not
divulged or used for inappropriate purposes.
Employees entered into the Confidentiality
Agreement during their employment, which
they are restricted from using or disclosing
any trade secrets or confidential information
relating to business or affairs of the Group or
our clients. During the Reporting Period, the
Group neither experienced any customer data
leakage nor received any complaints about
inappropriate use of customer information.

The Group has not carried out any advertising
and labelling activities, hence advertising and
labelling matters are not applicable to the
Group during the Reporting Period.
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Working with Our Suppliers

The Group maintains strong relationships
with our suppliers and contractors as we
believe that the success of our business
links inextricably to the performance of our
supply chain, and by leveraging supply chain
relationships, opportunities for innovative
and better ways in managing our business
operations can be explored.

The Group currently adopts the procurement
management guidelines set forth by industry
leaders, PetroChina Company Limited
(“PetroChina”) and China Petroleum &
Chemical Corporation (“Sinopec”), requiring
contractors and suppliers of equipment and
products for oil and gas exploration and
production to be within the supplier database
of PetroChina and Sinopec. Our transparent
procurement process ensures that appropriate
contractors and suppliers are selected in an
open, fair, just and honest manner with their
qualifications verified.

During the selection of a drilling contractor,
we first check if potential contractors have
in place drilling equipment that is capable
of carrying out drilling activities according to
our well designs. Next, we conduct review
on their past project experience to ensure
that their team members are competent at
the job to be performed. We aim to work
with suppliers that are environmentally and
socially responsible, while balancing cost
optimization. We require our suppliers to hold
corresponding certifications such as the 1ISO
9001 Quality Management System, ISO 14001
Environmental Management System, OHSAS
18001 Occupational Health and Safety
System, and other qualifications that deemed
necessary by the industry.
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2.4.
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In order to reduce the adverse environmental
impacts that our purchased products may
bring about, we encourage green procurement
in our daily operation, and do our part in
maximizing the use of environmentally
preferable products whenever possible. We
try our best to procure products that do not
contain substances that are corrosive or toxic,
protecting our land and water from being
contaminated.

We conduct assessment with our suppliers
annually to ensure relevant requirements are
met, all suppliers passed the assessment
during the Reporting Period. As we continue
to evolve and grow our business, we will
gradually develop our own guideline in
managing our supply chain.

Integrity and Honesty

The Group adopts a zero-tolerance attitude
towards bribery, extortion, fraud and money
laundering, and strictly complies with relevant
laws and regulations that have a significant
impact on the Group’s operations in the
Philippines. Please refer to Appendix 1 for the
list of relevant laws and regulations.

Measures were undertaken to prevent and
combat corruption, and are indicated clearly
in our Employee Handbook, the SPA and the
business contracts, which our employees,
clients, contractors and suppliers are clearly
informed of. We actively promote workplace
integrity, where under no circumstances can
our employees solicit or accept any kinds
of benefits from our clients, contractors,
suppliers or other persons that have business
relationship with the Group, nor offer any
kinds of advantage to any person or company
for the purpose of obtaining or retaining
business. Employees breaching these rules
will be subject to disciplinary action.
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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. No
whistleblowing disclosures related to anti-
bribery and anti-corruption were received.

Safety and Environmental Protection

In our daily operations of crude oil production, safety
is of the utmost importance, and is the foundation
of everything we do, which is why it continues to
be our top priority. We are committed to keeping
our employees, contractors and the environment
safe. Hence, the Group has established the Health,
Safety, Security and Environment (“HSSE”) Policy,
and has been implementing thoroughly into every
stage of our operation.

The Group regards HSSE as the main approach to
achieve sustainable operations, and firmly believes
that an intertwining relationship exists within the
Group’s HSSE performance, operational efficiency,
employee morale and financial success. Therefore,
we take a zero tolerance attitude towards work
practices that are unsafe and may risk injury to
a person or damage to the environment and our
property.

The HSSE Policy outlines the Group’s HSSE
management structure, emergency response
plans (“ERPs”), safety prevention and protection
measures, employee health management
measures, environmental protection measures,
security plans, etc. In addition, the Policy requires
the HSSE department to formulate a project specific
HSSE plan for all projects of the Group, and to be
implemented by respective HSSE personnel.
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We require our employees to comply with the HSSE
Policy at all times. Contractors, suppliers and any
third-party personnel working at the Group’s project
sites are required to conduct works in a manner
which is in compliance with the HSSE Policy, as
well as the policies of their respective companies.
Trainings are provided to all employees and
contractors to equip workers along the production
line with specialized skills to solve HSSE-related
problems. Corresponding prevention and protection
measures could then be implemented to protect
all workers’ health and safety as well as the
environment. The Group will review its HSSE Policy
and procedures whenever necessary, which revised
policies and procedures will be communicated to all
concerned through meetings and trainings.

During the Reporting Period, no major accidents
related to production safety occurred and no
adverse environmental impacts were caused by the
Group.
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3.1. HSSE Management HSSE

The Group established an HSSE management

31. BE

AREBEZTHSSEEIERE  RAERE

structure, in which the responsibilities of each BB -

level is clearly defined.
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Project Country
Manager
THB B R&E

HSSE Supervisor and
Occupational Safety &
Health Officer

HSSEFXFENBXZ 2
REREFE

HSSE Coordinator
of Drilling Contractor
EHAER
HSSEEEAE

HSSE Coordinator
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3.2.

Employees’ Health and Safety

The Group commits to protecting the health
and safety of our employees and contractors,
and continues to strengthen the safety culture
among the people we work alongside with,
strictly complying 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 the list
of relevant laws and regulations. During the
Reporting Period, the Group did not violate
relevant laws and regulations nor received
any complaints relating to occupational health
and safety that have a significant impact on
the Group.

Human error is often considered as the
cause of accidents, yet when analyzed in a
macro perspective, systems and processes
deficiencies may be the roots of the problem,
hence, we place emphasis in establishing
and continuously perfecting our systems and
processes to prevent accidents and minimize
losses.
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Safety Measures

The HSSE Policy of the Group provides
a clear framework for the implementation
of prevention and protection measures,
and also outlines various tools for detailed
documentation and comprehensive analysis.
The below table outlines examples of the
measures taken.

Purpose

=R:Y)

. Jobs Safety Analysis
THEZZDH

TERFAI B IR

Environmental, Social and Governance Report

. Permit to Work System
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Measures

B

Prevention . Safety Drills (fire, toxic gas leakage, etc.)
ek ZEBR(BENKL AEREBRRELDER)
. Safety training
27
. Safety warning signs
ZEERIE

Requesting pre-employment physical examination
ENETRBR FERE

Providing regular and as-needed physical examinations

Protection REEEHMEIE S ERE
IRiE . Supply of personal protection equipment

REEAREEMA

I8 B B IGIR S AE

. Providing first aid kits in project sites

Preventive and protection measures are both
vital in protecting our people from accidents,
and are being put into practice intertwiningly
during our daily operations. Preventive
measures enable us to avoid risks whereas
protection measures help us to reduce and
manage risks.
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In terms of preventive measures, we
implemented programs and dispatch
responsible personnel to perform checks to
identify HSSE problems and potential hazards
at well sites every two hours, and require
rectification within a short period of time. The
project supervisor also prepares a full HSSE
report that includes the evaluations of various
hazards upon the completion of each well
drilled, and is provided to on-site workers to
foster their understanding of the safety issues
at each project site.

Apart from the identification and handling of
potential hazards, we also ensure that our
employees and contractors are competent
by ensuring that they are in possession
of the necessary knowledge and skills for
completing assigned tasks. For example,
we implemented the Permit to Work System
to ensure that employees and contractors
have a clear understanding of the nature
of tasks at hand, as well as the potential
hazards and risks involved. Meanwhile, we
offer a comprehensive medical system to our
employees, requiring each of our employees
to be medically examined prior to employment
and regularly during employment for
assessment of their fitness for work. In case
of any abnormalities of employees’ health, we
will make corresponding work adjustments as
early as possible.

Safety trainings are provided to employees
regularly, following with a test to ensure
relevant safety skills and knowledge acquired.
Drills on fire protection, gas detection and
hazardous material handling are conducted
with employees on a regular basis.

£
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The employees of CIMP performed first aid drill. The employees of CIMP learned to use the fire
CIMPE T#T2RUER ° extinguisher.

CIMPE T 2R AR AR

The safety and environmental warnings of the The employees of CIMP performed a fire
Polyard-2 oil well of CIMP. emergency drill.
CIMP Polyard-2 i MR E 2 2ERRER © CIMPE THETTIEIEAR °
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The Group maintains a two-way
communication with our employees and
contractors, with an overarching aim to
develop their safety awareness. We conduct
HSSE meetings at least once a week,
requiring all on-site workers and contractors
to attend, for the purpose of reviewing
existing HSSE policies and procedures,
investigating accidents or potential accidents
and bringing up new HSSE issues. We also
require contractors to report regularly on
relevant HSSE issues at project sites. Under
all circumstances, contractors are obligated
to report all HSSE events or incidents to the
Group.

Emergency Response Plan (“ERPs”)

The Group has identified major threats
that will affect our operation as well as the
health and safety of our employees, for
instance, well blowouts, release of flammable
and toxic gases, etc. In the face of these
potential threats, we have developed ERPs
for major potential hazards to provide clear
guidelines to responsible personnel in case of
emergencies.

Case Study: 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 major hazards that may cause serious
casualties.
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Types of measure Measures
Eiyck it #it
Blowout drill
HIEE AR
Management Emergency response plan
‘=3 JESTER
Regular revision in systems and procedures
EHIET RS MZ T
Pressure detectors
EHFAIE
Technology Blowout preventer
Es2 0} hik=Es
. Relief well
BB

Risk management plays a critical role in
blowout prevention. The ERPs for blowouts
are prepared and communicated with
responsible personnel. On-site workers across
project sites are required to participate in the
regular blowout drills, and their performance
in the drill are evaluated.
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In the event of an emergency, the Group will
immediately form an Emergency Response
Organization, comprising of the Country
Manager, the Project Manager and Managers
across departments, to consolidate and
direct all activities embodied in the ERP.
The Emergency Over-all Chairman (“EOC”)
oversees the operation during emergencies
and sought external support, whereas the
Emergency Coordinator (“EC”) takes full
responsibility in issuing and implementing
orders from the EOC to departments. The
first priority that the EC considers is a safe
evacuation. Next, rescue and recovery
plans will be developed, and will first be
undertaken by well-trained employees who
are knowledgeable in using the emergency
equipment and have first-aid skills. EC
coordinates various departments to undertake
their corresponding responsibilities during an
emergency.

Meanwhile, we also harness technology for
blowout prevention. Pressure detectors are
installed at all wells to allow early detection of
any undesired pressure formation. A blowout
preventer is integrated into our drilling system,
acting as a lid and shuts down a well if the
flow of fluid is detected to be out of control.
A relief well is drilled if a blowout cannot
be controlled from the surface, to intercept
with the concerned well by generating a
hydrostatic pressure by injecting high-density
fluids into the well, effectively shutting down
the flow of fluid in the concerned well.

During the Reporting Period, no blowouts
were reported across project sites.
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Transportation of Oil

Apart for requiring our employees and
contractors to put safety measures in place,
we also require our clients to undertake
safety responsibilities during oil transportation.
Although our clients take full responsibility for
the transportation of crude oil, the Group has
nonetheless established the CIMP General
Rules on Hauling of Crude Oil and has
outlined relevant requirements in the SPA.
Rules and requirements for tanker lorry’s
preparation before leaving the well sites
are stipulated, which include the rules for
loading and assaying, and the requirements
for HSSE and other operations, achieving
perfection in both hardware and software to
prevent the occurrence of any oil leakage
accident. Our clients or workers of the
transportation company fully implements the
HSSE policies we put forth, and join hands
with us in ensuring a safe and quality crude
oil transportation process.

Our clients are responsible for all means
of transportation of crude oil, and comply
with all applicable laws and regulations with
required licenses obtained. We require our
clients to employ personnel qualified in the
transportation of dangerous goods to operate
vehicles used for hauling crude oil. To ensure
the safety of the operators, all personnel
involved in the loading process had received
safety trainings, passed relevant tests and
gone through fire emergency drills, and are
protected with qualified anti-static overalls and
safety helmets during the oil delivery process.
To prevent fire caused by static electricity, the
loading speed is controlled by the operator to
slow down the motion and hence to reduce
the rate of static generation.
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Case Study — Preparation before oil loading

ROIHF — FobEE R

Prior to loading oil to client’s tanker
lorries, we check if the vehicle is
clean and in good conditions. We also
check if necessary equipment are in
place, for example the fire equipment,
anti-static ground devices, etc.,
adhering to the requirements for fire
and explosion prevention.

FE[R 2 P B M R B2 R 4 RUm Al - FAPIE
BIETRE  UARREHBERAER
RUFAREE - A B E HEERE
WA - B EERE  MREREED
BEahAmEEK -

During the Reporting Period, the Group has RARERA - REEZBEETMNH
not received any reports of improper handling REB RS R BREERETE RS -

of crude oil during the hauling of crude oil at
the project sites.
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Security at Well Sites

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 well sites. The
Group formulated a security plan of well
sites to prevent anyone from trespassing
to or interfering with work at the well sites,
ensuring our operation are carried out in a
safe environment. The Group has coordinated
with the local police to patrol the well sites 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.
During the Reporting Period, no incidents
related to well site security occurred.

CIMP coordinated with the local police to patrol
the well sites on a weekly basis.
CIMP 1 38 & #h & 52 5 A £ F+ 15 K& -
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CIMP employed local residents as well site
security guards.

CIMPEREMEREEHSRLNAL -




3.3.

Environmental Protection

The oil and gas industry has long faced heavy
scrutiny regarding its potential impacts on
the environment, and it is incumbent upon us
to improve our environmental performance
and reduce the environmental impacts of our
operation, especially our impacts to the local
environment. The Group thus formulated
environmental policies and procedures as an
integral part of the HSSE Policy, and strives
to drive transformational changes in our
operations through innovation, with the aim
to avoid, minimize and mitigate any potential
impacts.

During the Reporting Period, the Group was
principally engaged in the extraction and
production of oil and gas, which oil hauling
and oil loading to client’s tanker lorries were
the major activities involved, and well drilling
and testing were not involved. Thus, our
main environmental impacts are the direct
greenhouse gas (“GHG”) emissions from the
flaring of the associated gas produced in
our oil wells and the operation of equipment
at well sites with diesel fuel, as well as the
indirect GHG emissions generated from
purchased electricity. Since no drilling
activities were conducted during the Reporting
Period, wastes such as drilling fluids and drill
cuttings were not produced, with domestic
waste being the only type of waste generated
from our project sites. Meanwhile significant
consumption of water resources was not
required.

£
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The Group has been putting immense efforts
to address our environmental impacts. As
stipulated in our HSSE Policy, we require
all personnel conducting operation at our
project sites to give full consideration to
environmental protection by requiring all
projects to make plans to minimize waste and
use natural resources efficiently. Furthermore,
we also conduct an environmental assessment
annually to get hold of the potential
environmental hazards and impacts within our
operations.

CIMP was issued an Environmental
Compliance Certificate (“‘ECC”) by the DENR
in 2015 prior to operation, with required
permits obtained and renewed from time
to time, which are the Permit to Operate,
Hazardous Waste Generator ID and
Discharge Permit. As our contractors and
clients are involved in the crude oil extraction
and production activities, we also request
them to hold relevant environmental permits.
The Group complies with laws and regulations
related to air and GHG emissions, discharges
into water and land, and generation of waste
that have a significant impact on the Group’s
operations in the Philippines. Please refer to
Appendix 1 for the list of relevant laws and
regulations.

BHAHEBRERRRAE
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In addition, random inspections are carried
out by the DENR to monitor the project site’s
environmental protection work. During the
Reporting Period, the Group was not notified
of any non-compliance with environmental
regulations nor received complaints relating
to environmental protection that have a
significant impact on the Group.

Managing Our Environmental Impacts

GHG Emissions

The Group understands that the challenges
and risks posed by climate change requires
joint action from countries, hence we are
proactively seeking ways to reduce emissions
from our operations.

Flaring is conducted at our project sites,
where associated gas is combusted to prevent
the accumulation of gas within the equipment
that may pose a potential danger to on-site
workers. Flaring is also designed to ensure
maximum combustion in an environmentally
sustainable manner. 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), reducing
methane emissions. Besides, the Group is
planning to fully utilize the associated gas by
producing cylinders of LPG and selling them
to Cebu market, further reducing unproductive
flaring and GHG emissions.
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Case Study — Installation of a flare gas flowmeter

RO - L EKEMBERE BT

The purchased electricity used by the Group
was mainly used for lighting at our well
sites and offices. We closely monitor our
electricity consumption such that we could
identify focused areas for energy saving and
plan electricity reduction initiatives in the
future. Apart from electricity consumption, the
operation of equipment at well sites also uses
diesel as energy source. We try to procure
equipment that are technically compatible to
local solar and wind energy as power sources,
such that the consumption of diesel fuel can
be reduced.

BHAHEBRERRRAE

In order to manage our emissions from
oil and gas exploration and production,
and to meet DENR’s requirements
on an accurate measurement of the
amount of associated gas flared, we
installed a flare gas flowmeter during
the Reporting Period to perform
direct measurement of the amount
of gas flared. The gas flaring system
is installed hundreds of meters away
from any residential houses.
RERMIMRANEEBRERAEEN
PR AR W R R R B AE R R
ERAEHERNER - RPN ®RE
HARETNERERBREN  BE
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R EEREREE A AN -
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The Group is well aware of the importance
to manage the ecological environment of
oilfields, and proactively promotes greening
projects to foster a green environment. In
support of the Green Philippines Master Plan
led by the Forest Management Bureau of
the Philippines, we plan to plant about 7,000
seedlings each year starting from 2018, and
for the next 20 years of crude oil production,
with employees volunteering to participate
in tree planting activity, collecting seeds and
conducting maintenance for planted trees.
During the Reporting Period, we have planted
a total of 7,500 trees as an effort to reduce
GHG emissions.

Nursery established to grow seedlings for tree
planting.
HifEREREAIEE S| REERK -
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Trees planted by our employees around the
Polyard-3 well site.
8 T 7EPolyard-3H 5 EEEBEEIR o
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Wastes

The Group considers waste management
as an important part of our resources
management, which respective waste
treatment and disposal methods are listed out
in the HSSE Policy, requiring all personnel
working at our project sites to follow.

During the preceding drilling activities, drill
cuttings was one of the major types of wastes,
which were produced by the grinding of rocks
against the drill bit on the bottom of the well.
Since we focused on the extraction and
production of oil and gas during the Reporting
Period, drill cuttings were not produced while
domestic waste was the major type of non-
hazardous waste generated from our well
sites. Meanwhile, all procured materials
used for well drilling and oil extraction were
environmentally friendly and non-hazardous
and are treated through burial, for example,
the use of potassium formate in forming
drilling fluid, and the use of bentonite in
forming drilling mud. During the Reporting
Period, the generation of hazardous waste
was not material to the Group.
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Case Study — Proper treatment of different categories of waste

RO - REREEBEERY

Wastes produced by the Group are
categorized into four main types, and
are treated differently.
AREBEELANEEYIEZH ROE I
B TIRMEETR -

v Biodegradables (e.g. fruit
and vegetable peelings, food
leftover, etc.)

A A R R (K RANBRSEFI 5~
EIER%E)

v Recyclables (e.g. newspaper,
aluminum cans, glass, etc.)

AT (R - S0 - B E)

v Household hazardous waste (e.g.
household batteries, etc.)
FEESREEM(NKAENSE)

v Residual wastes that are non-
hazardous, non-compostable
and non-recyclable (e.g. milk
and juice cartons, plastic bags,
etc.)

JEfElE - AR BEHRE - AR
W B BREEY (G- AR S

BRRE)
Biodegradable wastes will be used for YRR EEN SRR IFSANE
composting in the nursery located at well BEHEERSE - MEMEEEZEY RS
sites, whereas other non-hazardous wastes BRI B TR - S50 - B
will be collected by the local garbage ZHEERNRB BN ELRIZE ERF

collector. Qualified hazardous waste service 2Y) -
will be arranged to handle hazardous wastes.
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The Group reuses the materials produced
during operations whenever feasible to reduce
waste. Repairable spare parts of equipment
are stored for future usage.

Water

The Group recognizes the importance of long-
term water management and water recycling
as we consume water resources during oil
and gas exploration to form drilling fluid, a
lubricant used during drilling activities. Yet,
no drilling activities were involved during
the Reporting Period, but only the extraction
and production of oil and gas. During the
primary recovery phase of our oil wells, the
underground pressure in the oil reservoir is
sufficient to displace hydrocarbons (oil along
with associated gas) from the reservoir up
to the surface, hence additional energy or
water were not needed at this stage, leading
us to a 73% of reduction of water resources
consumption as compared to 2018.

The Group was authorized by local
government to use surface water for operation
and did not came across with any problem
in sourcing water. Although drilling activities
were not conducted during the Reporting
Period, we have been reusing drilling fluid
in our treatment system by recirculating the
drilling fluid, such that the usage of drilling
fluid was optimized during all our drilling
activities.

Environmental, Social and Governance Report
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We understand that our daily operation can
cause contamination to water, and have
identified the major source of contamination
to be the materials used in drilling, in
particular those used in the formation of
drilling fluid. Hence, we have been using non-
hazardous substance to form drilling fluid.
In order to further minimize impacts on local
water bodies, the Group has integrated a
wastewater treatment system into its drilling
operations to ensure that the drilling fluids do
not affect the water quality of the surrounding
water bodies when discharged.

Minimizing Local Environmental Impact

We work hard to understand the environmental
sensitivities in the areas where we operate
with the aim to minimize environmental impact
to the local neighborhood.

Avoiding Oil Spill

The Group designates our top priority to
avoid oil spills, but even under the most
stringent risk management, oil spills 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. Hence, the Group actively
works to prevent crude oil deposit releases
through infrastructural improvements and the
implementation of risk management strategies.
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The Group is committed to taking impactful
actions to protect human life, infrastructure,
property and environmental resources in
oil spill incidents. An oil spill contingency
plan is developed to ensure that a safe,
timely, effective and coordinated response
can be provided. The Group takes an active
leadership role in the event of an oil spill and
undertakes responsibilities for corresponding
clean-up and environmental recovery
programs. An onsite oil spill emergency
response team is in place to handle all levels
of spills which may occur at any phase of a
project life cycle. The team is divided into the
operation, planning and logistics subdivisions.
The operation subdivision takes a leading
role in resource identification, protection
and treatment for contaminated areas and
oily waste handing, whereas the planning
and logistics subdivisions manage spills in
coordination with the local government unit
and other parties through the provision of
equipment and trained personnel.

Case Study - Infrastructural improvements
to prevent oil leak

To avoid oil spill in large scale, we have built
dikes next to crude oil storage tanks and
pipelines, to stop the flow of oil in case of any
oil spill incidents.

During the Reporting Period, no oil spill was
reported across project sites.

BHAHEBRERRRAE
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Well Cluster

The Group took into account environmental
protection factors while designing oil wells to
be drilled in 2020, and planned to incorporate
cluster drilling technology into our well sites.
In the past, straight-hole drilling technology
was employed, which only one well can
be drilled at a well site; if cluster drilling
technology is employed, multiple wells can
co-locate at one well site, cutting down the
area of land to be drilled, and hence reducing
destruction to surrounding environment.
Meanwhile, the cluster drilling technology also
enables optimization of oil production and
possibly in a more cost-effective way.

Case Study — Cluster drilling technology
FEOIFRE — X AR
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Instead of drilling only one hole
straight down per well site, cluster
drilling technology allows directional
drilling of wells within one well site,
cutting down the area of land to be
drilled.
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Caring for Our Employees
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Employees’ Rights and Benefits

Our people are our biggest asset and are
essential to the Group’s success, so we
are creating a positive and empowering
environment where our employees could
unleash their potential and thrive. We are
committed to developing a culture of trust and
mutual respect, where we place emphasis on
protecting our employees’ rights and benefits,
and at the same time, encouraging them to
share their ideas and concerns, fostering
strong engagement with our employees.

The Group enters into Employment
Agreement with employees and has in place
a comprehensive Employee Handbook, as
an effective tool to communicate our policies
on employees’ rights and benefits with our
employees, which covers information about
recruitment and dismissal procedures,
compensation and benefits, promotion and
performance appraisal, etc., and are managed
in strict compliance with relevant laws and
regulations in the Philippines. Please refer to
Appendix 1 for the list of relevant laws and
regulations.

BHAHEBRERRRAE
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Recruitment and Dismissal

The Group provides equal employment
opportunity to all qualified persons without
regard to creed, color, age, gender and
region of origin, and embraces diversity
in the workplace where our employees of
various race, nationalities and education
background work together. In the recruitment
process, we ensure that all applicants are
treated impartially and equally, and are only
selected on the basis of education, work
experience, compatibility with work culture
and potential for future advancement. After
completion of interview, the human resources
(“HR”) manager and the project manager will
recommend the best qualified applicant to
senior management for approval. Besides,
identity certificates of applicants are checked
during recruitment and employment to prevent
hiring child labor. In all cases of termination of
employment, we comply with the due process
requirements as stipulated by relevant laws
and regulations in the Philippines to ensure
lawful and reasonable termination of contract.
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Compensation and Promotion

In order to attract and retain employees, the
Group established a robust compensation
management system and promotion system.
Employees are remunerated with basic
salaries and are given discretionary year-end
bonuses according to their performance of the
year. Performance appraisals are conducted
annually to evaluate employees’ abilities,
performance and development potential,
which serves as a basis for the Group to
objectively determine any salary increase and
promotions, and as a mean for employees
to identify their strengths and areas for
improvement, continuously enhancing their
professional literacy. The Group recognizes
the importance of a good performance
evaluation system, and conducts extensive
review on the system regularly to ensure that
an objective and systematic basis for making
HR-related decisions could be achieved.

Benefits and Welfare

In addition to a competitive salary, the Group
provides employees with a comprehensive
set of benefits as part of the compensation
package. For instance, the Group established
the hospitalization and medical benefits plan
for employees in the interest of their personal
health and wellness. We also provide our
employees with extensive insurance coverage
against accidents. Besides, free meal and
accommodation are provided to project-based
employees during their stay at the project
sites.

BHAHEBRERRRAE
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Working Hours and Holidays

The Group advocates employees to work
in a productive and efficient manner, and
discourages employees from working
overtime. To avoid the occurrence of any
forms of forced labor, employees need to
seek for Department Head’s authorization
prior to working overtime, and are entitled to
overtime pay when employees work in excess
of eight hours during a regular working day.
The Group sets out employees’ work and rest
periods in the Employment Agreement, in
addition to statutory holidays, leaves relating
to personal matters, such as examination
leave and marriage leave are also granted by
the Group.

The Group actively promotes work-life
balance by organizing various recreational
and sports activities from time to time, aiming
to nurture an atmosphere of unity based upon
fellowship and camaraderie, and their sense
of belonging to the Group.
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During the Reporting Period, the Group did
not receive any irregularity nor complaint
relating to compensation and dismissal,
recruitment and promotion, working hours,
rest periods, equal opportunity, diversity, anti-
discrimination, employee benefits and welfare,
illegal child and forced labor that have a
significant impact on the Group.

Building a Competent Workforce

We prioritize the development of each and
every one of our employees, and sees
investing in our employees essential for a
sustainable growth of our business. In order
to equip our employees with necessary skills
and competencies for their job positions
and to prepare them to take up works of
higher complexity, our HR department
develops a training plan each year taking into
consideration employees’ training needs. The
training plan focuses on five aspects, which
are occupational safety skills, production skills,
laboratory analyst skills, sales management
skills and health management. Please visit
section 3.2 for details of the safety trainings
held during the Reporting Period.
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CIMP employees taking a break between their
work tasks, enjoying a fresh coconut under the hot
weather together.

CIMPE LA TL{EREIEINE - ERANRA T —HLZH
BT -

CIMP employees celebrated Christmas together,
building a big warm family.
CIMPE ITEIE —% « HEEHEL
BE o

CEIERBAR
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CIMP employees went for a leisure hike, getting
to know each other more in a harmonious and
relaxed environment.

CIMPET —&HERE - £—EMFE - ERAIR
BRIEEIRT R -

CIMP employees celebrated the Sinulog Festival
in Cebu.
CIMPETHBEZREMEEE
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Case Study — Providing production skills training to employees

ROIFFE - BETIERLEEREESE|

Apart from the provision of work-related
trainings, we also provide our employees with
health management trainings, in face of the
national outbreak of dengue fever epidemic
and the outbreak of coronavirus pandemic

in the Philippines. Relevant trainings on
the prevention of these infectious diseases
were provided, as well as a briefing on
the measures adopted at the workplace,
heightening employees’ awareness on the
potential risk of these diseases.

Furthermore, employees are encouraged
to attend external training courses that are
related to their job nature, which the costs
regarding training fees and examinations will
be covered by the Group.

To support our employees to
adequately embrace the changes
in the oil and gas industry, and
maintain professional competence
with knowledge and skills updated
continuously, we regularly conduct
production skills trainings, to train
our technicians on the operation
of various facilities at the well site.
During the Reporting Period, we
provided four production skills training
to our employees that work at the well
sites.
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Close Community Connection

As the Group’s operations involve activities carried
out at well sites with residential communities
nearby, we are exceedingly concerned about the
views of the local population on our operations,
as we understand that the lack of consultation
and collaboration with local communities can lead
to project delays and additional costs. Hence,
to safeguard our license to operate, we have
been reaching out to communities to listen and
respond to their livelihood concerns genuinely and
proactively, enhancing their livelihoods and making
community development one of our priorities.

To enhance transparency and build trust,
we organize the Information, Education and
Communication (“IEC”) campaigns regularly, to
provide local residents a platform to express their
views freely, as well as to understand the benefits
and potential impacts that the project may pose
on the local communities, providing them with a
broader picture of our ongoing projects.

=
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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 the early stage of the project to
avoid any potential disagreement that may impact
the Group’s business activities. For instance,
prior to the start of the project, we provided fair
and transparent compensation to adjacent land
owners for potential damage to their land, crops or
property in accordance with approved governmental
procedures.

The residential communities near the Group’s well sites.

REBHSHENRE -
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Case Study — Stakeholder engagement through IEC campaigns
FOIF — BHIECT| A58 5 B EZE

5.1.

Creating Prosperity

In addition to focusing on the potential
impact on the ecological environment and
the safety of residents’ everyday lives, the
local community is also concerned about
the economic impact that the project could
bring. Hence, the Group continues to create
employment opportunities for the local
residents to advance project development as
well as to facilitate interaction between the
Group and the local community. Our business
activities contribute to local economic
development through jobs and revenues and
help building local capacity, while engaging
with local partners to promote commercial
partnerships.

During the Reporting Period, within our
workforce, CIMP has employed over 80%
of Filipino residents, of which over 30%
were from Alegria. In the future, the Group
will continue to provide job opportunities for
local residents in an effort to bring greater
economic benefits to the local community.

In 2019, CIMP organised a number of
IEC campaigns prior to the extraction and
production of oil and gas, communicating
with municipalities, local residents and
students of the community where we
operate, and providing them an overview of
the oil and gas industry.

ZE-NF - CIMPIEETTH RN EEE
BRI RPN ZIHIECTHS) - WAL E L EMAM
WHMHREE  BEMERNSBLER  RMOFIE
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5.2. Social Investment

The Group spares no effort in fulfilling
our corporate social responsibility by
understanding and meeting community needs,
strongly supporting the development of the
communities we thrive in and building quality
relationship with them. During the Reporting
Period, the Group enthusiastically participated
in community activities, where we focused on
participating in the government’s initiatives
and collaborating with schools near our project
sites, below are some of the examples:

. Donated construction materials to
villages and an elementary school near
our project sites

. Made donation to an elementary school
near our project sites

. Provided venues for the Miss Alegria
Tourism 2019, a local pageant

CIMP donated cement to villages, to improve the
usability of roads. Portion of the donated cement

to Barangay Montpeller was also used for the
improvement of a Church in Alegria.
CIMPAIATEHBIEAT - BRI S @A A AL - &
1884 T Barangay MontpellerZ4% #y7ICfEth F 72 Bk
ZAlegriati AH) —BEHE o

BHAHEBRERRRAE
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. B & R X JF BMiss Alegria
Tourism 20193245y

The Miss Alegria Tourism well site tour became
a repertoire in this local pageant. The finalists
visited the well site.

Miss Alegria Tourism#Fi52 BR8N A E HiE XS
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Our Performance

6.1. Environmental Performance
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2019 2018

GHG Emissions

RERBHK
Types Units Total Emissions Total Emissions
B By YRS AR
Total GHG pmissions1 Metric tons CO_e 674.49 132.65
RERBHREE? RS LiRE=
Total GHG emissions per metric ton of | Metric tons CO,e/Metric ton of 0.53 0.49
crude oil production? crude oil production
BAMRAESNREREBHNES® DE—ErixE 8/ BRHER
HEE

Scope 1: Direct GHG emissions from Metric tons CO?Ee 657.44 122.10

flaring and equipment use® AM—ELESE
BE— EEESAEMERSEER

MESLNEZEREREBH REY
Scope 2: Indirect GHG emissions from Metric tons CO.e 17.05 10.55

electricity use*

HE—: RENEAMELNRERRE

=S EE

REHHE
Flaring
FRER N IBRR R
Types Units Total Emissions Total Emissions
EE B BYE Y E
Total associated gas flared® m? 249,515.00 46,407.59
HERMNEREES SLHK
Air Pollutants®
PN hat 2
Types Units Total Emissions Total Emissions
BE B BEEThE AR
Sulphur oxides (SO,) Metric tons 0.06 -
Bt #(S0,) NI
Nitrogen oxides (NO,) Metric tons 0.32 -
RA(LY(NO) N
Total suspended particles (TSP) Metric tons 0.55 -
HBBFHF(TSP) N
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Carbon monoxide (CO) Metric tons 1.34 -
—41tHR(CO) N
Wastes
RERY
Types Units Total Emissions Total Emissions
BE B HELS HELS
Total non-hazardous waste Metric tons 6.00 107.43
BEEEMEE NI
Total non-hazardous waste per metric | Metric tons/Metric ton of crude 4.76 x 10° 0.40
ton of crude oil production oil production
SAMFHERNBERENLE AW/ G AER
Domestic waste Metric tons 6.00 9.50
HETERIR NI
Drill Cutting’ Metric tons 0.00 97.93
HEge yNU|
Total hazardous waste® Metric tons 0.00 0.22
REBEZRDES NI
Total hazardous waste per metric ton of | Metric tons/Metric ton of crude - 8.12 x 10
crude oil production oil production
BRBRMESNAEERENEE DY/ FRAMRAES
Energy
BER
Types Units Amount Amount
BE B HE BE
Electricity consumption® kWh 33,940.00 21,000.00
HEE® TRE
Electricity consumption per metric ton| kWh/Metric ton of crude oil 26.92 77.55
of crude oil production production
BRAMRHESNAES TEE /S AMRGOES
Diesel consumption® Litres 350.00 -
SmmE DI
Diesel consumption per metric ton of | Litres/Metric ton of crude oil 0.28 -
crude oil production production
BAMRMESHNIHAE DA/ BRAMRAES
Water
S
Surface water consumption™ m® 445.00 1,630.00
#RKA B2 AR
Surface water consumption per metric/ m?3Metric ton of crude oil 0.35 6.02
ton of crude oil production _ production
FRBRMESENDFRKBE MAR/BRAMRAES

80



The increase of GHG emissions in 2019 was due
to the increase of associated gas flared during the
Reporting Period along with the increase of crude
oil production.

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

The calculation of GHG emissions (Scope1)
includes the associated gas flared by CIMP and
the use of equipment at well sites. Respective
calculation methods and emission factors for flaring
of associated gas are 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 N,O. Respective calculation methods
and emission factors for use of equipment are set
out based on the GHG Protocol tool for mobile
combustion. Version 2.6. published by the World
Resources Institute.

The calculation method and emission factors of
GHG emissions (scope 2) are referenced to the
GHG Protocol tool for stationary combustion.
Version 4.7. issued by the World Resources
Institute.

The increase of associated gas flared in 2019 was
due to the increase of crude oil production during
the Reporting Period.

Air pollutants was generated from flaring in oil and
gas extraction, and from the use of equipment for oil
and gas exploration and production. The calculation
method of the air pollutants from flaring is
referenced to the EMEP/EEA Air Pollutant Emission
Inventory Guidebook 2019 issued by the European
Environment Agency, whereas the calculation
method of the air pollutants from equipment
use is referenced from the General Stationary
Fuel Combustion Sources by the Environmental
Protection Agency. We started to disclose air
pollutants emission data during the Reporting
Period, hence figures of 2018 are not available and
are not shown in the table.
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M Bl =T nEREREHEEM -
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IR EREHR(EE—) B 5 & % E 8 FECIMP
HERHANERERFSAEHAORE - FER
NEREN R ERBHMGTE R ERBERRZET
2ZHBNERRZ(CEPE B G %M HC2006
IPCC Guidelines for National Greenhouse Gas
Inventories) & /i ttt 52 & JR 1 35 T % 5 H9(GHG
Protocol tool for stationary combustion. Version
4.7) HERREHMHOHEEL B EN -« &
FRMRERBERGERERERRBE L2
& i 57L& R 9T FT 8 #5 F(GHG Protocol tool for
mobile combustion. Version 2.6) ©

AEREHEN(HEZ)MNFTE T ERRRE T2
& i 5L& R 9T F 8 45 FC(GHG Protocol tool for
stationary combustion. Version 4.7) °

BRAREBANRRESEN  BE =B N
BEAESTB IR R 10 -

SRRBAFBIER O E R AERE KB R RN £
ENROREERASEERRSLEY - HERANE
MBEFTEAN AR S RO E T ET2ZBINER
% & % i ®(EMEP/EEA Air Pollutant Emission
Inventory Guidebook 2019) » & #5 & f & £ &
AR ESRYMNAEFENBERERERBMHH
{General Stationary Fuel Combustion Sources) °
HPIR A RS AR BB AR R EE
Et — 2= NFOBIBEIRBERRPHE -
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Since no drilling activities were conducted during
the Reporting Period, no drill cutting was generated.
All materials used for oil extraction were
environmentally friendly and non-hazardous, hence
no hazardous waste was produced during the
Reporting Period.

The increase of electricity consumption was due to
the increase of lighting at well sites under a 24-hour
production, and the installation of equipment for oil
and gas production.

Diesel was consumed for use of equipment that
were controlled by CIMP at our project sites during
the Reporting Period. Equipment used during
2018 were all controlled by our contractors, hence
relevant data is not disclosed.

The decrease of surface water consumption was
due to the fact that no drilling activities were
conducted during the Reporting Period, hence
water resources was not needed to form drilling
fluid. Meanwhile, the extraction and production of
oil and gas did not require additional water as the
underground pressure in the oil reservoir is sufficient
to displace hydrocarbons (oil along with associated
gas) from the reservoir up to the surface.

BHAHEBRERRRAE
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6.2. HEHERRE

Total Workforce
BIHY

Total 17 _
g
Male 13 76.5%
By gender %
RIERIEI D Female 4 23.5%
Senior management 1 5.9%
SRERE
By employment type Middle management 5 29.4%
RIEERLE S HRERE
Rank and file 11 64.7%
No. and rate of employees THET
BETHERADL Below 30 1 5.9%
305 AR
30-40 6 35.3%
By age 30-407%
REWREI D 41-50 5 29.4%
41-50%%
51 or above 5 29.4%
51 A
By geographical region Philippines 17 100%
i Bl 5 FEE
2 We started to disclose our social performance 2 BPIRARE ARG EERMAOT

data during the Reporting Period, hence
figures of 2018 are not available and are
not shown in the table. In the future, we
will continue to collect social performance
data with consistent methodologies to allow
meaningful comparisons over time.

BREAEE AT \FOHEE
WERBERBPRE - KRB HAH
BRA-BHIERELEAEUE
B UEETAEERMLE -
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Employee Turnover
BIRE

No. and rate of employee
turnover
BIRKHEMNESL

Total 1 5.7%
g
Male 0 0%
By sex %
RILRIEI D Female 1 22.2%
Senior management 0 0%
SRERE
By employment type Middle management 1 18.2%
RIEERLE S RREERE
Rank and file 0 0%
ERET
Below 30 1 66.7%
305RA T
30-40 0 0%
By age 30-407%
REWREI D 41-50 0 0%
41-50%%
51 or above 0 0%
51 &ALk
By geographical region Philippines 1 5.7%
i B 5 FEE
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Development and Training
BT
Total 13 74.3%
mg
Male 11 84.6%
By sex %
RILRIEI D Female 2 44.4%
No. and rate C'.f Senior management 1 100%
employees trained = e
HIEIHEREDL BB
By employment type Middle management 3 54.5%
RIEERLE S RREERE
Rank and file 9 81.8%
ERET
Male 12
By sex %
gkl o) Female 12
Average no. of training
hours per employee Senior management 4
%Ez%ﬁwaua@%@ BRERE
iS
S By employment type Middle management 3.6
REREARES HRERE
Rank and file 16.9
EEBET
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Occupational Health and Safety
BEREEZE

‘

No. of work-related fatalities

A T ERRRMIE T A AR

No. of work injury
TE#AE

No. of lost days due to work injury

RIBEEIIEAH

Supply Chain Management

HEEEE

By geographical
region

iR E D

Mainland China
B it

No. of suppliers

HEREE

Product Responsibility

DDEEE

No. of complaints received

BB

Anti-corruption
RES

10

No. of concluded legal cases regarding corrupt practices brought against
the Company or our employees

HARBLHEMHBETIREI EBENESHFRRTHEE

Social Welfare Activities Information

HERFEDEE

Volunteering hours 2,048

R AR 5 By 8K

Donation amount (in Peso) 5,424
BReE(tR)
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Appendix 1: List of Major Laws and Miggk— : EREBRAERBE®
Regulations?

Laws and regulations corresponding to the aspects of the ESG Reporting Guide?’?

ESGH g5 P & B EH EAVEAENER?

A. Environment
ABE

Aspect A1: Emissions

EEA1 : 39

Presidential Decree No. 151 — Philippine Environmental Policy
1515 R GEREIREE)
Presidential Decree No. 984 — Pollution Control Law

984SR BRI ST AL HIED

Presidential Decree No. 1586 — The Philippine Environmental Impact Statement System
15865 AT CGRATER )

Republic Act No. 6969 — Toxic Substances and Hazardous & Nuclear Waste Management of the Philippines
69695 HMBIAZ(EBME. AN EBERMEIRL)

Republic Act No. 8749 — The Philippines Clean Air Act

87495 HFBARCRFZ=RIE)

Republic Act No. 9275 — Comprehensive Water Quality Management

92755 M BEZRCRIFAE)

Republic Act No. 9003 — Ecologlcal Solid Waste Management

900357 HMBEDE R B E BEEYEIRIE)

B. Society

B.it®

Aspect B1: Employment

EEB1 : EfE

Labor Code of the Philippines™*

CGEREBELIEM )

Republic Act No. 7192 — Women in Development and Nation-Building Act

719257 HMBNE R L 2 EHBE R MBI FERX)

Republic Act No. 7877 — Anti-Sexual Harassment Law

78TTIR A MBEA RS R MR ER)

Republic Act No. 8282 — Social Security Law

82825 HMBENE (L BIREX)

Republic Act No. 8504 — Philippine AIDS Prevention and Control

850455 H M BDE R IER B B AR TED MIE )

Republic Act No. 9165 — Comprehensive Dangerous Drug Act

91655 KL MBDER(GR A EREYE)

Department Order No. 53-03 — Drug Free Workplace Policies and Programs’®?

53-035% 8 THIgt MBI A RIS R R E RS m LIE5 B M T &R i5r )e?

Department Order No. 73-05 — Policy and Program on Tuberculosis Prevention and Control
73-0555% 85 TR 3 234 S A m TR D IR Rl R R A 5 22 )

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

85 T M3k 5020105 BRI B i T VB35 AT I BU AT R BR SR AN 77 Z A9 2B R )35 05 2 51 54 )
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Laws and regulations corresponding to the aspects of the ESG Reporting Guide?"2®

ESGHREIEEIH & BEE B ERTER2 20
Aspect B2: Health and Safety
[EEB2 : BRREEZE

Republic Act No. 11058 — Occupational Safety and Health Standards Act
110585% LM B RCBLE L 2 M RIFLE)

Aspect B6: Product Responsibility
[EEB6 : EmEE

Presidential Decree No. 1857 — The Oil Exploration and Development Act of 1972
18575k B 2 1972F AR EIRMFAZE)

Republic Act No. 7394 — Consumer Act of the Philippines
7394 A MBEARCGERBEHEEER)

Republic Act No. 8293 Intellectual Property Code of the Philippines
82935 M BNE (IR E MBMEREE)

Republic Act No. 10173 — Data Privacy Act
101735F LM BDERCE KB FLEE)

Aspect B7: Anti-corruption
EBEB7 : RES

Republic Act No. 9160 — Anti-Money Laundering Act
91605k H M BIEZRCREEE)

Republic Act No. 3019 — Anti-Graft and Corrupt Practices
30195 HMBPER(RE T REVE)

= The laws and regulations listed in Appendix 1 are laws e
and regulations applicable in the Philippines.

Boz@REsEER -

RERERENEE -

27 Some of the laws cover a number of aspects; these laws 29
are marked with an asterisk and the aspect it covers.

Wi —F 3 L E A EFLE R B AN IEEE

ZEXRRBOBRELERI

28

The laws and regulations that the Group complied with
during the Reporting Period cannot be fully recorded here,
hence only laws and regulations that have a significant
impact on the Group are disclosed in Appendix 1. Laws
and regulations of the Group’s other operating locations
such as Hong Kong and Macau are not covered here,
none of the Group’s operations at the aforementioned
locations violated any laws and regulations that have a
significant impact on the Group under the ESG Reporting
Guide.
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Appendix 2: The ESG Reporting Guide Index

General Disclosures and Key

Performance Indicators

—REERHERENER

A. Environmental

ARZEE

Aspect A1: Emission

EEA : B8

Annual Report 2019

Description
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—E-AEFFR

Mgk — : ESGHREIESI RS

Corresponding sections
in the Report or other
descriptions

FRERRIHHE 5

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 air and greenhouse gas emissions,
discharges into water and land, and generation of hazardous and
non-hazardous waste.

ERRRARAZREHN  MARIIHNHES BEERESEEMNEESY

(a) BE: R

(b) ETHETAREATENRMERLANNER -

3.1 HSSE Management
3.3 Environmental
Protection

3.1 HSSEE 1
IIBERE

KPI A1.1 The types of emissions and respective emissions data. 6.1 Environmental

PR R - Performance
6.1 BREMRE

KPI A1.2 Greenhouse gas emissions in total (in tonnes) and, where appropriate, 6.1 Environmental
intensity (e.g. per unit of production volume, per facility). Performance
RERBEHHEUEAE) R(MER)EE(NASES BN - §RRME | 6.1 REAUERR
§)-

KPI A1.3 Total hazardous waste produced (in tonnes) and, where appropriate, 6.1 Environmental
intensity (e.g. per unit of production volume, per facility). Performance
FELESEEYNAS UEE) R(NER)BE(WABESEN - BRI | 6.1 REERER
itE) o

KPI A1.4 Total non-hazardous waste produced (in tonnes) and, where appropriate, 6.1 Environmental
intensity (e.g. per unit of production volume, per facility). Performance
FELESEEAS AEE) R(NER)BE(WABESEN - §IARE | 6.1 REERER
5HE) -

KPI A1.5 Description of measures to mitigate emissions and results achieved. 3.3 Environmental
HERREHRENERRAEKER Protection

33 RERE
KPI A1.6 Description of how hazardous and non-hazardous wastes are handled, 3.3 Environmental

reduction initiatives and results achieved.

WIREEEREZREMNIE  REELENERRAERR -

Protection
3.3 B RE

89




Enwronmental Social and Governance Report o 5\‘, =
RiR - HERERRS '

Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

Corresponding sections
General Disclosures and Key in the Report or other
Performance Indicators Description descriptions

—REERBRENEE it AR EEREGHRE MR
A. Environmental

ABRZEE

Aspect A2: Use of Resources

EEA2 : BRFER

General Disclosure Policies on the efficient use of resources, including energy, water and other | 3.3 Environmental

—RRE raw materials. Protection
BUERER(REER  KREMFRME) MK o 33 BERE

KPI A2.1 Direct and/or indirect energy consumption by type (e.g. electricity, gas or oil) | 6.1 Environmental
in total (kWh in ’000s) and intensity (e.g. per unit of production volume, per | Performance
facility). 6.1 BRENES

RERNEANEER/SEECR(WE  fEheREATETREDE) R
BE(MUEBES SN  BERME) -

KPI A2.2 Water consumption in total and intensity (e.g. per unit of production volume, |6.1 Environmental
per facility). Performance
BRKENERE(WABEEEN - BEREHE) 6.1 REEUMKE

KPI A2.3 Description of energy use efficiency initiatives and results achieved. 3.3 Environmental
e RE ARG B RAEKER Protection

3.3 RiER#E

KPI A2.4 Description of whether there is any issue in sourcing water that is fit for 3.3 Environmental
purpose, water efficiency initiatives and results achieved. Protection
HHSKEUERKR LB EMRERE - URIEARKRG B RABRE - 33 RERE

KPI A2.5 Total packaging material used for finished products (in tonnes) and, if Not applicable®"
applicable, with reference to per unit produced TEA®

HRmAAaENHNRE EHE) R(INER) BEEBEE -

Aspect A3: The Environment and Natural Resources
EEA3 : BRERAAER

General Disclosure Policies on minimising the issuer’s significant impact on the environment and | 3.3 Environmental

—RRE natural resources. Protection
REETAHRRRRAERERERY EHRE - 33 RERE

KPI A3.1 Description of the significant impacts of activities on the environment and 3.3 Environmental
natural resources and the actions taken to manage them. Protection
WAEBRDHRERANERNEAY ERERNERFBYENTY - 3.3 RiRE

31 The Group’s main operational activities during the X ERARERAN - AEENETEXKZHRER AR
Reporting period included crude oil extraction and HMEE  SBFRIIBEMEOER -
production activities, and packaging materials were not
involved in the aforementioned activities.
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Corresponding sections
in the Report or other

Performance Indicators Description descriptions
—REBERBRENES it AREEREHRAMHB
B. Social
BAEEE
Aspect B1: Employment
EEB1 : E{E
General Disclosure Information on: 4.1 Employees’ Rights and
—fRBE (@)  the policies; and Benefits
(b)  compliance with relevant laws and regulations that have a significant |4.1 E Tz @7
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.
BHFMLRE RERE  THESE - RE - TEHE - 2l REEN
REMERENE :
(a) BR: R
(b) BETHBTARBEAYERORBEERANNER -
KPI B1.1 Total workforce by gender, employment type, age group and geographical 6.2 Social Performance
region. 6.2 HEEMKE
RIS REER - FRERIMEESNIESEY
KPI B1.2 Employee turnover rate by gender, age group and geographical region. 6.2 Social Performance

BRI FRAR MR DNERRALE -

6.2 HEBURE

Aspect B2: Health and Safety
[EEB2: REEZ2

General Disclosure

Information on:

3.1 HSSE Management

it (@)  the policies; and 3.2 Employee Health and
(b)  compliance with relevant laws and regulations that have a significant | Safety
impact on the issuer relating to providing a safe working environment |3.1 HSSE& 2
and protecting employees from occupational hazards. 32 EIRREELR
ERRMZ2TERERRBESBSBENLEN:
(a) BE: R
() BIHBTABERYENRBEERANNER -
KPI B2.1 Number and rate of work-related fatalities. 6.2 Social Performance
AIfEBEEMETHABRLE - 6.2 HBEMKE
KPI B2.2 Lost days due to work injury. 6.2 Social Performance
AIGELTIERS - 6.2 HBEREE
KPI B2.3 Description of occupational health and safety measures adopted, how they | 3.2 Employee Health and
are implemented and monitored. Safety

HRmRANBERFEEL2EE  URABRTRERTA -

32 BIfRRERS
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B. Social
BHEBHE

BHAHEBRERRRAE

Description
it

Aspect B3: Development and Training

EEB3 : #RERKIEH

Corresponding sections
in the Report or other
descriptions

AHRERHEHREMHB

General Disclosure

Policies on improving employees’ knowledge and skills for discharging duties

4.2 Building a Competent

—fRBE at work. Description of training activities. Workforce
BRRTTEERTIERENAZREAICR - IR - 4.2 BRES AT HMD

KPI B3.1 The percentage of employees trained by gender and employee category (e.g. | 6.2 Social Performance
senior management, middle management). 6.2 i BEMFKR
RHFIRESEN(NSRERE P RERES)EAINZIEEBAL

KPI B3.2 The average training hours completed per employee by gender and 6.2 Social Performance

employee category.
RURRESERES  BREETRRIN TR -

6.2 HBBUKE

Aspect B4: Labour Standards
EEB4 : & T8

General Disclosure

Information on:

4.1 Employees’ Rights and

it (@)  the policies; and Benefits
(b)  compliance with relevant laws and regulations that have a significant |4.1 & T4z 21787
impact on the issuer relating to preventing child and forced labour.
BEMIEETRRHSTH
(a) BE:R
() BIHBTABERYENRBEERANNER -
KPI B4.1 Description of measures to review employment practices to avoid child and | 4.1 Employees’ Rights and
forced labour. Benefits
R R ETIMEE AR ET RAHIAT - 4.1 BTEREET
KPI B4.2 Description of steps taken to eliminate such practices when discovered. 4.1 Employees’ Rights and

HREERERBERSEREEERARRN TR -

Benefits
4.1 BT EET
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Corresponding sections
in the Report or other
descriptions

AHRERHEHREMHB

General Disclosure

Policies on managing environmental and social risks of the supply chain.

2.3 Working with Our

—fRBE ERMEENRE R 2RREUE o Suppliers
2.3 BEMNOHERAE
KPI B5.1 Number of suppliers by geographical region. 6.2 Social Performance
BB DNHERSE - 6.2 HBBEUKE

Aspect B6: Product Responsibility

EmEB6 : EREE

General Disclosure Information on: 2.2 Product and Service
—RRE (a)  the policies; and Excellence®
(b)  compliance with relevant laws and regulations that have a significant | 2.2 & & &R
impact on the issuer relating to health and safety, advertising,
labelling and privacy matters relating to products and services
provided and methods of redress.
ERFREEQARBENERARS  BE  BERALBSFEARBRES :
(a) BE:R
(b) BETHETAREATENRRERRANNER -
KPI B6.1 Percentage of total products sold or shipped subject to recalls for safety and | 2.2 Product and Service
health reasons. Excellence
EEREERERBHTAR T BRFERMADNRNB AL - 2.2 FHERNRE
KPI B6.2 Number of products and service related complaints received and how they | 2.2 Product and Service
are dealt with. Excellence
BREBRERRREORFYE A RES TS - 6.2 Social Performance
2.2 SHERNRE
6.2 HBEYMEE
KPI B6.4 Description of quality assurance process and recall procedures. 2.2 Product and Service
HENEERTARRERBKER Excellence
2.2 EHERNRE
KPI B6.5 Description of consumer data protection and privacy policies, how they are | 2.2 Product and Service
implemented and monitored. Excellence
BOEEEERRERMBICR - URBBRITRERRE - 2.2 EHERNRE
32 The Group’s main operational activities during the 2 RAREHA - AEBNETELEZTHBIER A

Reporting period included crude oil extraction and
production activities, advertising and product labelling

Eo

matters were not important for the Group.

REAEE EEREGBERFEHERAEETE

93



RiR - HERERRS

Polyard Petroleum International Group Limited

General Disclosures and Key
Performance Indicators
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B. Social
BHEBHE

Aspect B7: Anti-corruption
EEB7 : KA

BHAHEBRERRRAE

Description
it

Corresponding sections
in the Report or other
descriptions

AHRERHEHREMHB

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 bribery, extortion, fraud and money
laundering.

BN 9% BEFRERE

(a) BR: R

(b) BETHBTARBEAYENRBEERRANNER -

2.4 Integrity and Honesty
24 BTMHFE

KPI B7.1

Number of concluded legal cases regarding corrupt practices brought against
the issuer or its employees during the reporting period and the outcomes of
the cases.

RERBAHBTARERERRIICRENBSHARANHE RFDER -

6.2 Social Performance
6.2 {HBEMKE

KPI B7.2

Description of preventive measures and whistle-blowing procedures, how
they are implemented and monitored.

HRpEEERRRER - WRERRITRERRE -

2.4 Integrity and Honesty
24 BTMBE

Aspect B8: Community Investment

[EEBS : HERE

General Disclosure

Policies on community engagement to understand the needs of the

5. Close Community

it communities where the issuer operates and to ensure its activities take into | Connection
consideration the communities’ interests. 5. BEtREGE
BHUME2ER T REEMIHERENRREEHEYEE R RIENH
%o

KPI B8.1 Focus areas of contribution (e.g. education, environmental concerns, labour | 5. Close Community
needs, health, culture, sport). Connection
EIEREE(NHE  REEE  A1R% BE b 8F)- 5 ERHERHE

KPI B8.2 Resources contributed (e.g. money or time) to the focus area. 6.2 Social Performance

EZIRBMBAER(MEERER) -

6.2 HEHEMRE
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Executive Directors

Mr. Zhao Zhiyong, aged 65, Chairman of the Board,
holds a doctoral degree of economics, majoring in
monetary banking from the Southwestern University
of Finance and Economics. He has over 35 years of
experience in the profession of banking and finance,
investment and business management. He previously
worked for People’s Bank of China. He also held various
positions as General Manager in the securities and fund
custodian department and Branch President of Industrial
and Commercial Bank of China. He was the Chairman of
China Huamao Investment Limited (FFEIZEZIZEBR A 7))
and President of Huamao Fund Management Corporation
Limited (EZEESEERMNBRAF). He is currently the
President of China Wheat (Shenzhen) Equity Investment
Fund Management Limited (FZHCORIDREREESE
IEER A A]). He joined the Group in August 2017.

Mr. Lai Chun Liang, aged 55, 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 17
years of experience in the operation and management of
companies.

g~ T
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Mr. Lin Zhang, aged 38, 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 62, 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 55, 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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 Biographical Details

Mr. Kwan King Chi George, aged 70 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 50, 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

of Directors and Senior Management
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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 63, 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 61, 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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B.iographical Details

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 55, 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 53, 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 CNODCH H|5/EasIE B « SIPCFER K Fas « CNPC
system and quality standards system. He had working T EE RS RARIER - SIPCA@IER FF
experience in various regions including Jianghan BATEE—HIE A BB BB AE T E -

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 2019.

Principal Activities

The principal activity of the Company is investment
holding. The Group is principally engaged in the
exploration, exploitation and development of oil and
natural gas and provision of technical services. 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 121.

Risk Factors

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

1. Price Fluctuation of Crude Oil Risk

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

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

3.  Operational Risk

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

4. Financial and Capital Risk

The Group also faces financial risks including
foreign currency risk, interest rate risk, credit risk
and liquidity risk as well as capital risk, details of
which are set out in note 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.
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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 125.

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 28 to the consolidated financial
statements.

Pre-emptive Rights

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

Details of distributable reserves of the Company at
31 December 2019 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 2019 is set out on page 260 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

Mr. LAl Chun Liang

Mr. LIN Zhang

Mr. Kuai Wei (resigned on 1 July 2019)

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. Pai Hsi-
Ping, Ms. Xie Qun and Mr. Lin Zhang 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 2019.

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 95
to 100 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 2019, 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.

Substantial Shareholders’ Interests and/or
Short Positions in the Shares and Underlying
Shares of the Company

As at 31 December 2019, 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:
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Approximate

Number of percentage of
Name of person shares held Capacity interest
AT ERB FERHEE 15 BHEZEDL
L (Note 1)
(Hizt1)
Silver Star Enterprises Holdings Inc. 1,876,875,931 (L) Beneﬂcial owner 63.9%
(Note 2) En#EAA
(Met2)
Lam Nam 1,876,875,931 (L) Interest of a controlled 63.9%
R (Note 2) ~_corporation
(Btet2) E3 NGl - o
48,480,000 (L) Beneficial owner 1.65%
EanlEBA
East Asia Oil Engineering Group 187,500,000 (L) Beneficial owner 6.38%
Limited (Note 3) EREEA
REHATIREEERLA (K17%3)
Li Suiqing 187,500,000 (L) Interest of a controlled 6.38%
=33l (Note 3) _ corporation
(Bf53) RESI AR 2R
Li Suiging 62,500,000 (L) Beneficial owner 2.13%
xR BEmEAA
Shu Xin 152,580,000 (L) Beneficial owner 5.19%
A oA A
Notes: BisE -

The letter “L” denotes long positions in shares or
underlying shares.

1

[LIFEHER B AR 258 -

The entire issued share capital of Silver Star Enterprises 2 Silver Star Enterprises Holdings Inc.Z 2 &2 21T
Holdings Inc. is beneficially owned by Mr. Lam Nam. Mr. RANEME ST EE = o MRE ST AEWARER Silver
Lam Nam is deemed to be interested in 1,876,875,931 Star Enterprises Holdings Inc.¥5%521,876,875,931
shares held by Silver Star Enterprises Holdings Inc. PRI R A o

The entire issued share capital of East Asia Oil 3 REHHIREBRERARZEHEBRITRABRSE

Engineering Group Limited is beneficially owned by Ms. Li
Suiqing is deemed to be interested in 187,500,000 shares
held by East Asia Oil Engineering Group Limited. These
shares may be allotted and issued upon exercise of the
conversion rights attaching to the convertible bonds issued
by the Company.
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Save as disclosed above, as at 31 December 2019, 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.

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.
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Sufficiency of Public Float

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

Competing Interests

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

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, 22 June 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 121 to 259, which comprise
the consolidated statement of financial position as at 31
December 2019, and the consolidated statement of profit
or loss, the consolidated statement of profit or loss and
other comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash
flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 31 December 2019, 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 - 08 181 5F K K 151 1501-8 =
Rooms 1501-8, 15™ Floor, Tai Yau Building,
181 Johnston Road, Wanchai, Hong Kong.
il Tel: (852) 3103 6980
FFL Fax: (852) 3104 0170
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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 2019 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$88,611,000 for the year ended 31 December 2019
and, as of that date, the Group had net current liabilities
of approximately HK$181,612,000. 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$270,685,000 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 HK38,697,000 as at 31 December
2019. 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 2019 and the result of
the impairment assessment had been recognised in the
consolidated statement of profit or loss for the year ended
31 December 2019, an impairment loss in respect of the
interests in the joint venture amounting to approximately
HK$85,244,000 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 2019, 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 2019.

How our audit addressed the key audit matter

Our procedures in relation to the impairment assessment
of interests in a joint venture and amounts due from parties
to a 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 assessed the reasonableness and appropriateness
of the adopted valuation methodology, bases and
assumption used in arriving at the recoverable amount
of the interests in the joint venture.

- We checked the mathematical accuracy of the
valuation.

- We checked the objectivity, competence, capability
and independence of the valuer.
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Other Information

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

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

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

Independent Auditor’s Report
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

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 consolidated financial statements that
are free from material misstatement, whether due to fraud
or error.

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

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

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our
opinion 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 content of this report.
Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit concluded 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.

g~
Independent Auditor’s Report
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

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

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

118

KBEBEIER - EARMEHO— 55 R
FER (BT B TR 7 77 65 4 B S L 0 R A
& o RN

- BRI RFHE R EREF SRR T G BUR A M R

REEEAHERRANAR - Rt RATERN
BFUREEZERR  ARERTEMEEH
EiBRE - FRBEEERNER - ARIKGEA
RRPRBER  mE FEER  ERRMEOR
BAREZENER - Hit R BB RARFME
BB KSR AR AR 0 B B = 0 R B 35 3R [ 8 AR
& 2 E A SRR AR -

- THREFRIEREAABES - URFHEENE

2 BB WA SEHERENEPES A
HERXRER -

- AHERTERMEHERRMREETEL GG

AR EUEARNEEMEENRBAR -



TEIN

t Auditor’s Report
By A BET RS

.1ndependen

- Conclude on the appropriateness of 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 the 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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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

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

22 June 2020
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For the year ended 31 December 2019
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Notes HK$’000 HK$’000
Mt BT T JBEMFIT
Turnover =] 6 -
Other income HABUA 6 1,897
Administrative and other operating ~ 7TE N EAth &8 5 %
expenses (26,262)
Finance costs A& KR 7 (16,535)
Impairment losses recognised on  FRIEEHI R L HER 2
deferred exploration expenditure BIEEE 17 (141)
Share of results of a joint venture ~ EEAEDEEE 16 (37)
Loss before tax MRBiATE B 8 (41,078)
Income tax credit SR 9 36
Loss for the year AEEEBER (41,042)
Attributable to: L
Owners of the Company PN 2SN (40,694)
Non-controlling interests SR (348)
(41,042)
Loss per share SREE 11
— Basic - EX HK (1.39) cents i1l
— Diluted - B8 HK (1.39) cents &1l
The accompanying notes form an integral part of these BEM 2 B s ARG A B RER 2 — 35 -

consolidated financial statements.

121




Consolidated Statement of Profit or Loss and Other Comprehensive |ncomé ﬂﬁ« —.

mERaRkEMEEEER

For the year ended 31 December 2019 \ =L ; S

| _%gfmﬁé\ﬁ - -
HE-F-NF+=A=+—HIFE — 3 — =E

By Tt =—— =\

Polyard Petroleum International Group Limited BHAMBEREBEGREAT

Loss for the year

Other comprehensive expense
Iltem that may be reclassified
subsequently to profit or loss:

HK$°000 HK$°000

BETT EBETT

REEEFE (41,042)

Hit2mE=H
HEgngEsmsEsBanry
HE

Exchange differences arising on BMERIINESERESZ
translation of foreign operations AR
Total comprehensive expense AEEREXH
for the year #Em
Attributable to: B -
Owners of the Company RAREEA (41,531)

Non-controlling interests

FEFE I R
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Notes HK$’000 HK$’000
MtaE B FT BT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment e N 14 363
Interests in associates N NG E 15 =
Interests in a joint venture REEDLEMNER 16 361,377
Deferred exploration expenditure RIEEN RS 17 =
361,740
CURRENT ASSETS REEE
Amounts due from associates JRE LBt X B 5RIE 18 -
Other receivables H At EU SR 19 41,516
Cash and cash equivalents R RBEEED 20 243
41,759
CURRENT LIABILITIES REAE
Other payables H At T FRIE 21 (36,981)
Amounts due to directors e EEHIE 22 (10,540)
Convertible bonds 7R ES 24 (150,000)
Promissory note payable FERTEAS IR 25 -
Obligations under finance leases BMERERT
— current portion — BB H 27 (58)
(197,579)
NET CURRENT LIABILITIES BRBEE (155,820)
TOTAL ASSETS LESS CURRENT  #EERTH
LIABILITIES afE 205,920
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

Notes HK$’000 HK$’000
Hat BT T B FT
NON-CURRENT LIABILITY FREBEE
Amounts due to a shareholder FETAR R RIE 23
NET ASSETS FEE 143,380
CAPITAL AND RESERVES BAREHE
Share capital &N 28 117,502
Reserves & (24,619)
Equity attributable to owners KAEER A
of the Company FEEHE =
Non-controlling interests FEVE I M A
TOTAL EQUITY R 143,380
Approved and authorised for issue by the Board of Directors KESGRN T _TF AT -HZERRET
on 22 June 2020. El -
ZHAO Zhiyong LIN Zhang HEB wE
Director Director 3 BE
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Attributable to owner of the Company

BE—FT—NF1T _HA=1—"HIFE

—E-AEEH

FOAREAEL
Convertible Non-
Share Share Share  Exchange bonds  Accumulated controlling
capital premium reserve reserve reserve losses Total interests
T8R HEik
Ba  RBEE  RbBE  EXRE iR iR it Ex
HK$'000 HK$'000 HK$'000 HK§ 000 HK$'000 HK$'000 HK$'000 HK$ 000 HK$000
AT B BT B BT B B M BT
At 1 January 2018 -E-N\E-A-8 117502 99,012 985 15 3285 (985,385 134414 50,65 185,069
Loss for the year EmgE = - - - - (40,694) (40,6%4) (348) (41,042)
Other comprehensive income (expense)  FEEE(2ENE (1)
for the year - - - (837) - - (837) 190 (647)
Total comprehensive expense for the year ZEF2ERHAE - - - (837) - (g% M) (158)  (41,689)
At 31 December 2018 and RF-NFT2A=1-A
1 January 2019 R=E-nE-A-A 17,502 998,012 985 (822) 3285 (1,026,079) 92,883 50497 143,380
Loss for the year EmEE - - - - - (88,611) (88,611) (32,100 (120,719)
Other comprehensive expense for the year ZEEEM2 TR - - - (223) - - (223) (438) (661)
Total comprehensive FERRERTAE
expense for the year - - - (223) - (88,611) (88,834) (32,538 (11372
At 31 December 2019 i 1 o = 17,502 998,012 985 (1,045) 3285 (1,114,690) 4,049 17,959 22,008
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For the year ended 31 December 2019
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Polyard Petroleum International Group Limited BHAMBEREBEGREAT

OPERATING ACTIVITIES
Loss before tax
Adjustments for:
Interest income
Interest expenses
Depreciation of property, plant and
equipment

R
B iR R 18
HE
L 2MA
FMEZH
YE - BELREITE

Share of results of a joint venture FElEEEhERERA
Impairment losses recognised on deferred  FLELEENRMATHERZ
exploration expenditure BEEE
Operating loss before movements in LEESEHRI K EEBE
working capital
Increase in other receivables E At FE HORIESE hN

Increase in other payables

HoAth JE A RIRIE 0

NET CASH USED IN OPERATING REEBEMEESTHE
ACTIVITIES

INVESTING ACTIVITIES BREEE

Interest received SRS

Decrease (increase) in an investment in a
joint venture, net

Purchase of property, plant and equipment

Advance to parties to a joint venture

NRBEERREZRD
(Bhn) - FE

BEVE  BERRE

BRNAEERET

NET CASH FROM (USED IN) INVESTING
ACTIVITIES

REEDEE (i) REFHE
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HK$°000
BETT

(41,078)

(1)
16,535

301
37

141

(24,065)
(175)
5,516

(18,724)

(3,944)
(16)
(2,034)

(5,993)
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HA=+—HILFEZE

TE-NEEH

HK$’000 HK$°000
BT T BT T

FINANCING ACTIVITIES mMEEE
Interest paid 2RFE (105) (5,048)
Advance from directors REEFBNR 1,218 4,486
Advance from a shareholder KRB BRI 4,669 21,670
Repayment of obligations under finance MEHEREER

leases (58) (157)
Proceeds from issue of promissory note REFEFN RS HIE

payable 2,000 -
NET CASH FROM FINANCING ACTIVITIES REZB®EL-RER®E 7,724 20,951
NET INCREASE (DECREASE) IN CASH HERBSESEYEM

AND CASH EQUIVALENTS (Rd) 38 712 (3,766)
CASH AND CASH EQUIVALENTS AT FHzRERELEEY

BEGINNING OF THE YEAR 243 4,894
Effect of foreign exchange rate changes INBIER B E) 2 B (659) (885)
CASH AND CASH EQUIVALENTS ATEND HRZBEERBRLSZEY

OF THE YEAR 296 243
ANALYSIS OF THE BALANCES OF CASH B &RBRESZEEY LRI

AND CASH EQUIVALENTS
Cash and bank balances Re RIRTTER 296 243
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For the year ended 31 December 2019
BE_T-NFFT_HA=+—HIFE

Polyard Petroleum International Group Limited

1. General Information

BT

BHAHEBRERRRAE

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 this 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 and natural gas 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.

2. Basis of Preparation for the

Consolidated Financial Statements

Going concern

The Group incurred a net loss attributable to owners of
the Company of approximately HK$88,611,000 for the
year ended 31 December 2019 and, as of that date,
the Group had net current liabilities of approximately
HK$181,612,000. These conditions indicate the
existence of a material uncertainty which may cast

significant doubt on the Group’s ability to continue as

a going concern and therefore, the Group may not be
able to realise its assets and discharge its liabilities

in the normal course of business.

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

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

Going concern (Continued)

)

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. Up to the date of this report,
the $25M CB A2 is still outstanding and had
not been called for repayment. The Company
and the Original Holder are in the negotiation
regarding the settlement arrangement of $25M
CB A2.

S8 t5 the Con

solidated Financial Statements
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For the year ended 31 December 2019
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For the year ended 31 December 2019
BE_T-NFFT_HA=+—HIFE

Polyard Petroleum International Group Limited

2. Basis of Preparation for the Consolidated 2.

Financial Statements (Continued)

Going concern (Continued)
(i) (Continued)

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.

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

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

(iv) The directors of the Company will continue
to implement measures aiming at improving
the working capital and cash flows of the
Group including closely monitoring general
administrative expenses and operating costs.
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Basis of Preparation for the 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 2019 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.

2,

idated Financial Statements
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

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

New and amendments to HKFRSs that are
mandatorily effective for the current year

The Group has applied the following new and
amendments to HKFRSs and an interpretation
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) for the first time in the current

year:
HKFRS 16 Leases
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments

Amendments to HKFRS 9 Prepayment Features with Negative Compensation
Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement
Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures
Amendments to HKFRSs Annual Improvements to HKFRSs 2015-2017 Cycle

Except as described below, the application of
the above new and amendments to HKFRSs and
an interpretation in the current year has had no
material impact on the Group’s financial positions
and performance for the 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)

New and amendments to HKFRSs that are
mandatorily effective for the current year
(Continued)

HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time
in the current year. HKFRS 16 superseded HKAS 17
Leases (“HKAS 17”), and the related interpretations.

Definition of a lease

The Group has elected the practical expedient to
apply HKFRS 16 to contracts that were previously
identified as leases applying HKAS 17 and HK(IFRIC)-
Int 4 Determining whether an Arrangement contains
a Lease and not apply this standard to contracts
that were not previously identified as containing a
lease. Therefore, the Group has not reassessed
contracts which already existed prior to the date of
initial application.

For contracts entered into or modified on or after 1
January 2019, the Group applies the definition of a
lease in accordance with the requirements set out in
HKFRS 16 in assessing whether a contract contains
a lease.
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3. Application of New and Amendments
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (Continued)

New and amendments to HKFRSs that are
mandatorily effective for the current year
(Continued)

HKFRS 16 Leases (Continued)
As a lessee

The Group has applied HKFRS 16 retrospectively
with the cumulative effect recognised at the date of
initial application, 1 January 2019. Any difference
at the date of initial application is recognised in the
opening retained profits and comparative information
has not been restated.

On transition, the Group has not made any adjustments
upon application of HKFRS 16 because the Group
had no right-of-use assets and liabilities for lease at
1 January 2019. The reconciliation from operating
lease commitments as at 31 December 2018 to lease
liabilities as at 1 January 2019 is shown as follows:
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Application of New and Amendments
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (Continued)

New and amendments to HKFRSs that are
mandatorily effective for the current year
(Continued)

Amendments to HKAS 28 Long-term Interests in
Associates and Joint Ventures

The amendments clarify that an entity applies HKFRS
9 Financial Instruments (“HKFRS 9”), including the
impairment requirements, to long-term interests in an
associate or joint venture to which the equity method
is not applied that form part of the net investment
in the investee. Furthermore, in applying HKFRS 9
to long-term interests, an entity does not take into
account adjustments to their carrying amount required
by HKAS 28 (i.e. adjustments to the carrying amount
of long-term interests arising from the allocation of
losses of the investee or assessment of impairment
in accordance with HKAS 28).

The application is not expected to have impact as the
Group’s existing accounting policies are consistent
with the requirements clarified by the amendments.
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3. Application of New and Amendments
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (Continued)

New and amendments to HKFRSs in issue but
not yet effective

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

HKFRS 17 Insurance Contracts'
Amendments to HKFRS 3 Definition of a Business®
Amendments to HKFRS 10 Sale or Contribution of Assets between an Investor

and HKAS 28 and its Associate or Joint Venture®
Amendments to HKAS 1 Definition of Material*
and HKAS 8
Amendments to HKFRS 9, Interest Rate Benchmark Reform*
HKAS 39 and HKFRS 7

Amendments to HKFRS 16 COVID-19 - Related Rent Concession®

g Effective for annual periods beginning on or
after 1 January 2021.
2 Effective for business combinations and asset

acquisitions for which the acquisition date is
on or after the beginning of the first annual
period beginning on or after 1 January 2020.

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

4 Effective for annual periods beginning on or
after 1 January 2020.

J Effective for annual periods beginning on or

after 1 June 2020.
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Application of New and Amendments
to Hong Kong Financial Reporting
Standards (“HKFRSs”) (Continued)

New and amendments to HKFRSs in issue but
not yet effective (Continued)

In addition to the above new and amendments to
HKFRSs, arevised Conceptual Framework for Financial
Reporting was issued in 2018. Its consequential
amendments, the Amendments to References to the
Conceptual Framework in HKFRS Standards, will be
effective for annual periods beginning on or after 1
January 2020.

The Directors anticipate that the application of all
other new and amendments to HKFRSs will have no
material impact on the Group’s consolidated financial
statements in the foreseeable future.

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.
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Significant Accounting Policies
(Continued)

Historical cost is generally based on the fair value of
the consideration given in exchange for goods and
services.

Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date, regardless of whether that price
is directly observable or estimated using another
valuation technique. In estimating the fair value of
an asset or a liability, the Group takes into account
the characteristics of the asset or liability if market
participants would take those characteristics into
account when pricing the asset or liability at the
measurement date. Fair value for measurement and/
or disclosure purposes in these consolidated financial
statements is determined on such a basis, except for
share-based payment transactions that are within
the scope of HKFRS 2, leasing transactions that are
accounted for in accordance with HKFRS 16 (since
1 January 2019) or HKAS 17 (before application of
HKFRS 16), and measurements that have some
similarities to fair value but are not fair value, such
as net realisable value in HKAS 2 or value in use in
HKAS 36.
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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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For the year ended 31 December 2019
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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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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 is
not allocated to any asset, including goodwill, that
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, 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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Significant Accounting Policies
(Continued)

Investments in associates and joint ventures
(Continued)

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

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)

Leases

Definition of a lease (upon application of HKFRS
16 in accordance with transitions in note 3)

A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified
asset for a period of time in exchange for consideration.

For contracts entered into or modified or arising
from business combinations on or after the date of
initial application, the Group assesses whether a
contract is or contains a lease based on the definition
under HKFRS 16 at inception, modification date or
acquisition date, as appropriate. Such contract will
not be reassessed unless the terms and conditions
of the contract are subsequently changed.

The Group as a lessee (upon application of
HKFRS 16 in accordance with transitions in
note 3)

Allocation of consideration to components of a
contract

For a contract that contains a lease component
and one or more additional lease or non-lease
components, the Group allocates the consideration in
the contract to each lease component on the basis of
the relative stand-alone price of the lease component
and the aggregate stand-alone price of the non-lease
components.

As a practical expedient, leases with similar
characteristics are accounted on a portfolio basis
when the Group reasonably expects that the effects on
the consolidated financial statements would not differ
materially from individual leases within the portfolio.
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

4. Significant Accounting Policies
(Continued)

Leases (Continued)

The Group as a lessee (upon application of
HKFRS 16 in accordance with transitions in
note 3) (Continued)

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to leases of office premises that have a lease
term of 12 months or less from the commencement
date and do not contain a purchase option. It also
applies the recognition exemption for lease of low-
value assets. Lease payments on short-term leases
and leases of low-value assets are recognised as
expense on a straight-line basis or another systematic
basis over the lease term.

Right-of-use assets

The cost of right-of-use asset includes:

. the amount of the initial measurement of the
lease liability;

. any lease payments made at or before the
commencement date, less any lease incentives
received;

. any initial direct costs incurred by the Group;
and

. an estimate of costs to be incurred by the Group
in dismantling and removing the underlying
assets, restoring the site on which it is located
or restoring the underlying asset to the condition
required by the terms and conditions of the
lease.
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Significant Accounting Policies
(Continued)

Leases (Continued)

The Group as a lessee (upon application of
HKFRS 16 in accordance with transitions in
note 3) (Continued)

Right-of-use assets (Continued)

Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term are depreciated
from commencement date to the end of the useful
life. Otherwise, right-of-use assets are depreciated on
a straight-line basis over the shorter of its estimated
useful life and the lease term.

The Group presents right-of-use assets as a separate
line item on the consolidated statement of financial
position.
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

4. Significant Accounting Policies
(Continued)

Leases (Continued)

The Group as a lessee (upon application of
HKFRS 16 in accordance with transitions in
note 3) (Continued)

Refundable rental deposits

Refundable rental deposits paid are accounted under
HKFRS 9 Financial Instruments (“HKFRS 9”) and
initially measured at fair value. Adjustments to fair
value at initial recognition are considered as additional
lease payments and included in the cost of right-of-
use assets.

Lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the
present value of lease payments that are unpaid at
that date. In calculating the present value of lease
payments, the Group uses the incremental borrowing
rate at the lease commencement date if the interest
rate implicit in the lease is not readily determinable.
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Significant Accounting Policies
(Continued)

Leases (Continued)

The Group as a lessee (upon application of
HKFRS 16 in accordance with transitions in
note 3) (Continued)

Lease liabilities (Continued)

The lease payments include:

. fixed payments (including in-substance fixed
payments) less any lease incentives receivable;

. variable lease payments that depend on an
index or a rate, initially measured using the
index or rate as at the commencement date;

. amounts expected to be payable by the Group
under residual value guarantees;

. the exercise price of a purchase option if the
Group is reasonably certain to exercise the
option; and

. payments of penalties for terminating a lease,

if the lease term reflects the Group exercising
an option to terminate the lease.

After the commencement date, lease liabilities are
adjusted by interest accretion and lease payments.
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

4. Significant Accounting Policies
(Continued)

Leases (Continued)

The Group as a lessee (upon application of
HKFRS 16 in accordance with transitions in
note 3) (Continued)

Lease liabilities (Continued)

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use
assets) whenever:

. the lease term has changed or there is a change
in the assessment of exercise of a purchase
option, in which case the related lease liability
is remeasured by discounting the revised lease
payments using a revised discount rate at the
date of reassessment.

. the lease payments change due to changes
in market rental rates following a market rent
review in which cases the related lease liability
is remeasured by discounting the revised lease
payments using the initial discount rate.

The Group presents lease liabilities as a separate

line item on the consolidated statement of financial
position.
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Significant Accounting Policies
(Continued)

Leases (Continued)
The Group as a lessee (prior to 1 January 2019)

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

Operating lease payments are recognised as an
expense on a straight-line basis over the lease term,
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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Polyard Petroleum International Group Limited
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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).

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.
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

4. Significant Accounting Policies
(Continued)

Retirement benefit costs and termination
benefits

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.

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.
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Significant Accounting Policies
(Continued)

Taxation

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

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from 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.

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.
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Polyard Petroleum International Group Limited

Significant Accounting Policies
(Continued)

Taxation (Continued)

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.

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.
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Significant Accounting Policies
(Continued)

Taxation (Continued)

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-
of-use assets and the related lease liabilities, the
Group first determines whether the tax deductions
are attributable to the right-of-use assets or the lease
liabilities.

Deferred tax assets and liabilities are offset when
there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they
relate to income taxes levied to the same taxable
entity by the same taxation authority.

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

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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Significant Accounting Policies
(Continued)

Property, plant and equipment

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

An item of 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)

Property, plant and equipment (Continued)

Impairment on property, plant and equipment
and right-of-use assets

At the end of the reporting period, the Group
reviews the carrying amounts of its property, plant
and equipment and right-of-use assets 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 property, plant and
equipment and right-of-use 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. In addition, the Group
assesses whether there is indication that corporate
assets may be impaired. If such indication exists,
corporate assets are also allocated to individual cash-
generating units, when a reasonable and consistent
basis of allocation can be identified, 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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For the year ended 31 December 2019
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

4. Significant Accounting Policies
(Continued)

Property, plant and equipment (Continued)

Impairment on property, plant and equipment
and right-of-use 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 a cash-generating
unit or a group of cash-generating units) 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 or a group
of cash-generating units) in prior years. A reversal
of an impairment loss is recognised immediately in
profit or loss.
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Significant Accounting Policies
(Continued)

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).

Financial instruments

Financial assets and financial liabilities are recognised
when the 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.
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For the year ended 31 December 2019
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Polyard Petroleum International Group Limited

4. Significant Accounting Policies
(Continued)

Financial instruments (Continued)

Notes to the Consolidated Financial Statements

BT

BHAHEBRERRRAE

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs 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
value of the financial assets or financial

from the fair
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.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial
liability and of allocating interest income and interest
expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future

cash receipts and payments (including

all fees and

points paid or received that form an integral part of
the effective interest rate, transaction costs and other
premiums or discounts) through the expected life
of the financial 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
ordinary course of business are included in other

income.
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4. Significant Accounting Policies
(Continued)

Financial instruments (Continued)
Financial assets

Classification and subsequent measurement of
financial assets

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 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.

Notes to the Consolidated Financial Statements

=
e M HRMEE

For the year ended 31 December 2019
BE—_FT—NFEFF+_A=+—HIFE

Annual Report 2019 = & — 1 F F ]

TEREFEEAE

BB TAGE)
MBEE

HBEENSEREETE

& DA R B9 B 75 B B AR IR S K AN 5T

Ed o

NKBaNReRERB N ZEBER
RAENMBEE &

© AHNRFEIBREERBNREREE
BINAEMREENEEHE

167




——

Notes to the Consolidated Financial Statements _ f_- 7

e B ERRMEE

For the year ended 31 December 2019 — S\ SRy —
BE_T-NFFT_HA=+—HIFE —

Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

4. Significant Accounting Policies 4., TEETHEEE
(Continued)
Financial instruments (Continued) MEIAE)
Financial assets (Continued) BHEE(E)
Classification and subsequent measurement of B EEMNSEREETZ (&)

financial assets (Continued)

Amortised cost and interest income BESHRR AR KR B A

Interest income is recognised using the effective HERBERATECHMBEENTBRAT
interest method for financial assets measured FERABERNEEER - MEWATHIHBEE
subsequently at amortised cost. Interest income is BEEEEEAERMETUGE - EHETHIR
calculated by applying the effective interest rate to EFEERENMBEEERINET) - HREE
the gross carrying amount of a financial asset, except HIREERENHBEE - FE2RATIET—
for financial assets that have subsequently become S HARRH B TS B E A AN e A BB R R T
credit-impaired (see below). For financial assets that R MEEREMBEIANEERRGTE  F
have subsequently become credit-impaired, interest VK EBETHAEERE  FIBRATIEZE
income is recognised by applying the effective interest ERETETBEAGEREEERE ZRESHYE
rate to the amortised cost of the financial asset from HMBEERREERERERMERER -

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

The Group performs impairment assessment under
expected credit loss (“ECL”) model on financial
assets including other receivables and cash and cash
equivalents 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.

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.
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

4. Significant Accounting Policies 4., TEETHEEE

(Continued)

Financial instruments (Continued) MEIAE)

Financial assets (Continued) BHEE(E)

Impairment of financial assets (Continued) BHEEEREE)

(i)  Significant increase in credit risk (iy EERREZILM
In assessing whether the credit risk has R ENTRAREERRESSEE
increased significantly since initial recognition, e - AEE B TARRE A
the Group compares the risk of a default BAEEAZRRETETAERPER
occurring on the financial instrument as at the HEAB AR A 2 RBEITLE o (EFT
reporting date with the risk of a default occurring B AEEEERSEREEENTE
on the financial instrument as at the date of EREUHER - BERELLRREBATT
initial recognition. In making this assessment, B 06 E K AR s 1 B A A5 A BT RE M
the Group considers both quantitative and BHl o

qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available
without undue cost or effort.

In particular, the following information is taken LH EFHEEERRESEEEM
into account when assessing whether credit risk B @ZEATNER :
has increased significantly:

. an actual or expected significant . BT AERINE(E)KAEBE
deterioration in the financial instrument’s RN ER S EREESL
external (if available) or internal credit
rating;

. significant deterioration in external market . EERBINBTISEERER
indicators of credit risk, e.g. a significant LI EBANEEEEZEREEE
increase in the credit spread, the credit At BB A RIRIZ ) ¢

default swap prices for the debtor;
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i)

Significant increase in credit risk (Continued)

. 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;

. an actual or expected significant
deterioration in the operating results of
the debtor;

. an actual or expected significant adverse

change in the regulatory, economic, or
technological environment 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
assessment, the Group presumes that the
credit risk has increased significantly since initial
recognition when contractual payments are
more than 30 days past due, unless the Group
has reasonable and supportable information
that demonstrates otherwise.

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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For the year ended 31 December 2019
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Polyard Petroleum International Group Limited

4. Significant Accounting Policies 4.

(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)
(i)  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 60 days past due unless the Group
has reasonable and supportable information
to demonstrate that a more lagging default
criterion is more appropriate.
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(iii)  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:

. 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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For the year ended 31 December 2019
BE—F—NF+-A=+—HLFE

Polyard Petroleum International Group Limited

4. Significant Accounting Policies 4.

(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (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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Significant Accounting Policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (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
following basis:
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For the year ended 31 December 2019
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Polyard Petroleum International Group Limited

4. Significant Accounting Policies 4.

(Continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)

(v) Measurement and recognition of ECL
(Continued)
0 Nature of financial instruments (i.e.

the Group’s bank balances and other
receivables 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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Significant Accounting Policies
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(v)

Measurement and recognition of ECL
(Continued)

The Group recognises an impairment gain or
loss in profit or loss for all financial instruments
by adjusting their carrying amount, with the
exception of other receivables where the
corresponding adjustment is recognised through
a loss allowance account.

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.

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.
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

4. Significant Accounting Policies
(Continued)

Financial instruments (Continued)
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 Group are recognised at the proceeds received,
net of direct issue costs.

Financial liabilities at amortised cost

Financial liabilities (including other payables, amounts
due to directors, promissory note payable, convertible
bonds, obligations under finance leases, amounts
due to a shareholder) are subsequently measured at
amortised cost, using the effective interest method.
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4. Significant Accounting Policies 4., TEETHEEE
(Continued)
Financial instruments (Continued) MEITAE)
Financial liabilities and equity (Continued) BBEEREZ (&)
Convertible notes RIS
Convertible notes issued by the Company are BRARBBEITZARKRER - B 2648
classified separately as financial liabilities and equity ZHMERVBEBERRATIAEZ ERBID
in accordance with the substance of the contractual HAMBKBERRKRATA - BUBETSERE
arrangements and the definitions of a financial liability B —ERBEERIRETFTEHE 2 A QAR
and an equity instrument. Conversion option that will TEZENGEMN 2 BRRE - DEARATA -

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 REEITHE - BESMD 2 A FETIREUST
component is estimated using the prevailing market EMTHZRITMSMNEME - WERBEINUE
interest rate for similar non-convertible instruments. B RRBERARLERBRREE  BRR
This amount is recorded as a liability on an amortised KISk T AR HE Bk -

cost basis using the effective interest method until
extinguished upon conversion or at the instrument’s
maturity date.
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Significant Accounting Policies
(Continued)

Financial instruments (Continued)
Financial liabilities and equity (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)

Financial instruments (Continued)

Financial liabilities and equity (Continued)
Derecognition of financial liabilities

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

Related parties

A related party is a person or an entity that is related
to the Group.

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

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

(i)  has significant influence over the Group;
or

(iii) is a member of the key management
personnel of the Group or the Group’s
parent.
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4. Significant Accounting Policies
(Continued)

Related parties (Continued)

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

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

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

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

(iv) one entity is a joint venture of a third entity
and other entity is an associate of the third
entity.

(v) the entity has a post-employment benefit
plan for the benefit of employees of the
Group or an entity related to the Group.

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

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

(viii) the entity or any member of a group
of which it is a part, provides key
management personnel services to the
Group or the Group’s parent.
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Significant Accounting Policies
(Continued)

Related parties (Continued)

Close member 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 Group include:

(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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4. Significant Accounting Policies
(Continued)

Cash and cash equivalents

For the purpose of the statement of cash flows, cash
and cash equivalents represent 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
and subject to an insignificant risk of changes in
value, having been within three months of maturing
at acquisition.
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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.

Critical judgements in applying accounting
policies

The following are the critical judgments, apart from
those involving estimations (see below), that the
directors of the Company have made in the process
of applying the Group’s accounting policies and that
have the most significant effect on the amounts
recognised in the consolidated financial statements.
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5. Critical Accounting Judgements and
Key Sources of Estimation Uncertainty
(Continued)

Critical judgements in applying accounting
policies (Continued)

Joint arrangements

As at 31 December 2019, the Group held 80% (2018:
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 followings are the key assumptions concerning the
future, and other key sources of estimation uncertainty
at the end of the reporting period, which may have
a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within
the next financial year.
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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.
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Critical Accounting Judgements and
Key Sources of Estimation Uncertainty
(Continued)

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

As at 31 December 2019, the carrying
amounts of interests in a joint venture was
approximately HK$270,685,000 (2018: approximately
HK$361,377,000).

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 judgement in the
area of asset impairment, particularly in assessing:
(i) whether an event has occurred that may indicate
that the related asset values may not be recoverable;
(ii) whether the carrying amount of an asset can be
supported by the recoverable amount, being the
value in use or fair value less costs of disposal.
The carrying amounts of amounts due from parties
to a joint venture as at 31 December 2019 were
approximately HK$38,697,000 (2018: approximately
HK$38,639,000).
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Turnover and Other Income 6.

The Group did not have any turnover during the
year (2018: Nil) and an analysis of the Group’s other
income for the year is as follows:
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ERBEREMBA

AEBFALEELEMEER( TN
FiE)RAKEZANEREBBASTNT

HK$’000 HK$°000
BETFT BT T
Bank interest income RITHBWA 1 1
Other miscellaneous income E b FETEUA 45 793
Administrative income FAREERRIEURA 550 1,103
596 1,897

Finance Costs 7. BERAEK

HK$’000 HK$°000
EBEFT BT T
Interest expenses on bank overdraft $R17% 7 2 Fll B F L 104 87
Late charges of interest expenses on AR EHF BFIZ 2
convertible bonds wHE A 3,082 1,222
Interest expenses on convertible AR ES 2 FE
bonds 15,000 15,219
Finance lease charges MEHEER 1 7
Interest expenses on promissory note & ZiE 7 Fl| 5
payable 220 =
18,407 16,535
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8. Loss Before Tax 8. PBRFIEBIAIER

Loss before tax is arrived at after charging the BRATISIATEEE TR TIER ¢

following items:

HK$’000 HK$°000
BT T BT T
Staff costs (including directors’ BEINA (BREEEHE)
emoluments)
— Salaries, allowances and benefits - #& ~ R REYHZE
in kind 15,529
— Retirement scheme contributions ~ — iR{REHEIE3% 128
15,657
Auditor’s remuneration ZEREM BN &
— Audit service - BZRB 600
— Non-audit service - EFEZR =
600
Depreciation of property, plant and %% - BE LR ETE
205

equipment
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BE

REZARIZFAEHER

HK$’000 HK$°000
BT T BT T

Current tax: REARRIA
— Hong Kong profits tax —BBNEB = =
— PRC enterprise income tax —HREPEMEH - -
— Other jurisdictions —HEMhaEEEmE - -
Deferred tax (hote 26) RIERIIE (K75726) - 36
Income tax credit for the year AEEMSHES - 36

No Hong Kong Profits Tax has been provided as the
Group had no assessable profits in Hong Kong for
the year (2018: 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.

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.
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T o
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Taxation (Continued)

Income tax credit recognised in profit or loss
(Continued)

There was no material unprovided deferred tax
liabilities as at the end of the year (2018: Nil).

The income tax credit for the year can be reconciled
to the loss before tax per the consolidated statement
of profit or loss as follows:

BRI AT

Loss before tax

Al

BiR(E)

RIEBRAERZAEBIES(#)
RERETBERNRAERBREERRAE(Z
T-N\EF &) -

AEFEMEHEARA RESBERZBRHAE
BHEMT

Notional income tax, calculated at REBREEEREARE
the tax rates applicable to the ZHEH 2 BER
jurisdictions concerned

Tax effect of share of results of a A EEEE BB
joint venture

Tax effect of income not taxable for EBRFUWA 2 FiEH £
tax purpose

Tax effect of expenses not AR AS o M2
deductible for tax purpose

Tax effect of allowable losses not RERAUNBEE 2 TR

recognised
Utilisation of allowable losses
previously not recognised
Deferred tax on convertible bonds

F R AR REER R 2L FHE

BRI &S 2 BT

AEEREHER

Income tax credit for the year

J\FE
HK$°000 HK$'000
BT T BT T
(41,078)
8
(6,612)
ye
11
(192)
6,813
7
ES
(20)
H 36
36
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10. EEFHRESFMAL

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

Regulation are as follows:

Executive directors: BTES:
LIN Zhang wE
LAI Chun Liang RER
ZHAOQ Zhiyong HEE
KUAI Wei (note a) &2 (Hita)

Independent non-executive B FFH{TES :

directors:
PAI Hsi-Ping 53
XIE Qun HE

KWAN King Chi George iz

Salaries,
allowances
and benefits in

kind

¥4 2ER

ENAla

HK$’000 HK$’000
BETT BETR

EEHM
BIFELETRA - BB D FEHIZE383(1)

FEEAR(REESMEEN)RHIE2
MBI ETMEFEOT ¢

Retirement

Discretionary scheme

contributions

RERAL  RINGTBAR
HK$'000 HK$:000
BETT BETR

HK$°000
EBFR
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10. Directors’ Emoluments and Individuals 10. EEFMEBRSTFMAL(E)
with Highest Emoluments (Continued)

(i) Directors’ Emoluments (Continued) (i) EEHFME)

Salaries, Retirement
allowances and Discretionary scheme

Fees benefits in kind Bonus contributions
2H R

e B BERLRKHIER

HK$'000 HK$000 HK$000 HK$'000 HK$'000
AR ARTT EETT AETT EETT

Executive directors: HITEE:
LIN Zhang E - 1,159 - 15 1,174
LAl Chun Liang RER - 420 - - 420
ZHAOQ Zhiyong HEE - 600 - - 600
KUAI Wei (note a) &8 (Wita) - 360 - 18 378

Independent non-executive BV IEH{TES

directors:
PAI Hsi-Ping HiER 60 - - - 60
XIE Qun Bl 60 - - - 60
KWAN King Chi George 2 60 - _ - 60
180 2,539 - 33 2,752
Note: Hiit -
(@) Resigned on 1 July 2019. (@) RZTE—NF+A—HEE-
Salaries, allowances and benefits in kind paid XNTFTHTESNHS - EZRIEWH
to or for the executive directors are generally HRREXMMESRNKERAREE
entitlements paid or receivable in respect of Anal REKBRREGEE MR 2
those persons’ other services in connection with FEWRIA -
the management of the affairs of the Company
and its subsidiaries.
None of the directors waived or agreed to REBEZF-NF+_A=1+—HBLLF
waive any emoluments during the year ended EW - EEEH% KR TR T
31 December 2019 (2018: Nil). No emoluments S(ZF-N\F: &) RBE-FT—N
were paid by the Group to the directors as an FH-_A=1T—HLFER AEEH
inducement to join or upon joining the Group BRESMNMEMMERBBEIMAR
or as compensation for loss of office during 6% ) o 1D B2 AN 52 (B 14 Y SR RN S BB 1
the year ended 31 December 2019 (2018: Nil). ZFN\F |
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10. Directors’ Emoluments and Individuals 10. EEFMEBRSTFMAL(E)
with Highest Emoluments (Continued)

(i)

Individuals with Highest Emoluments (i)

Of the 5 individuals with the highest emoluments
in the Group, 2 (2018: 2) were directors of the
Company. The emoluments of the remaining 3
(2018: 3) individuals were as follows:

BEHFMAL

rEBRERSFMALS  ME(ZF
—N\F:MB)RARBER - R T =F
(Z2—N\F: ZR)ALZHHET :

HK$’000 HK$’000
BT T BT T

Salaries, allowances and e EMEREYH R
benefits in kind 1,895 1,999
Discretionary bonus fEIEAL = =

Retirement scheme EIRETEI R

contributions - 17
1,895 2,016

The emoluments of those 3 (2018: 3) individuals
with the highest emoluments are within the
following band:

Z=R(ZEB-N\F: =ZR)BRSFHFEMA
TZEHMNFTIEE :

Number of individuals

AE

2019

HK$0 to HK$1,000,000 B# 0 Z £%1,000,0007T

—®—nF
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT
11. Loss Per Share 11. BEREE
Basic and diluted loss per share SREFARBEEE
The calculations of the basic and diluted loss per ERRERMEEEIERE TS E

share are based on the following data:

HK$°000 HK$’000
BT T BT T

Loss for the year attributable to the PN 2PN
owners of the Company KEEEHE (88,611) (40,694)

’000 ‘000
Fi FR
Weighted average number of ordinary @& AtE
shares T8 2,937,538 2,937,538
During the years ended 31 December 2019 and 2018, REBEEZE-NFRZT-NEF+A=+—
the computation of diluted loss per share does not BIEFE @ AREBRR LRI BRESERD
assume the conversion of the outstanding convertible BREEMERARAREEZE - HNFTE
bonds since it would result in a decrease in loss per RSB BRI AR EITARER -
share, and is regarded as anti-dilutive.
12. Dividend 12. RE
No dividend has been paid, declared or proposed AEBWERMS  ERIEZRMAKEE - IR
during the year, nor has any dividend been proposed mEREHEREEZRNEMRE(ZZE—AN
since the end of reporting period (2018: Nil). F ) o
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13.

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 2018 and 2019,
the Group has two reportable and operating segments
— (1) exploration of oil and natural gas, (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.

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.

idated Financial Statements
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2 ERE

7N 4 R 5 A T8 B PR DA P
MR 2 R T R E A -

B2 N\FrR=_ZE—NF+=-A=+—H
LEFE  AEEERESRS REEDE—(1)
BIRA R RAR R Q)5 A R X3 R
MRS - ARZEDBBRTRITERS
DRREERF IR - o RERE -

A IR RORI S RS - R E =
FUGESIE - BT D BRI R
A ASEES S o

REDMOEFTBRREAREN S BE—
B nHMBSERARZOBAEEZBSERY
ANEPRITBEA(BREFTHH - BEK
AEFBH) - WHZEREAESBER - 2
BREIBLERRAEOIREREFEREZ
o

E
Y

MEEDBRARDBZANEROEMS

- BRIREEBEEIN FHBEREERDE

EHREBEEDES

- BRIEEXEEIN MBEREHRDE

EHRBEEDE -

AEBERED KR X% BE - AERE
MR IEMBEER Z DI 2FT -
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13. Segment Information (Continued) 13. DBER(E)
(a) Reportable Segments (a) HEDI

Exploration of Provision
oil and natural of technical

gas services Elimination
BRAMR Rt
BB s
HK$°000 HK$°000 HK$°000 HK$°000
BT BRFT BEFT BRFT

Revenue from external customer  REIMIZEF 2 Uiz
Inter-segment revenue AEfEE

V]

I

Reportable segment revenue REABK

Reportable segment loss FEA B RFERABE
before tax

Unallocated corporate expenses ~ AAEMEH T

Share of results of a joint venture  [E(A& M £%E

Unallocated interest expenses KT EH%

Loss before tax BRiAIEE
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13. Segment Information (Continued)

(a)

Reportable Segments (Continued)
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PEER(E)
(a) HEDPWHE)

Exploration of oil

and natural gas

Provision
of technical

services Elimination

i

X Vil
HK$'000 HK$'000 HK$000 HK$'000
BEFT BETFT AR BEFT
Revenue from exteral customer  RESNIEF 2z - - - -
Inter-segment revenue AEfEE = 5,515 (5,515) =
Reportable segment revenue BRED Blha = 5515 (5,515) =
Reportable segment loss before ~ FED W2 BEAIEHATER
income tax (4,806) (7,160) - (11,966)
Unallocated corporate expenses <A ELERT (12,399)
Share of results of a joint venture  [E(sA& M £%E (37) (37)
Impairment losses recognised  FLERLENFR A
on deferred exploration LREFE
expenditure (141) (141)
Unallocated interest expenses ~ AAE S5 (16,535)
Loss before tax BEAIER (41,078)
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13. Segment Information (Continued)

(a)

200

Reportable Segments (Continued)

Assets: BE
Segment assets DEEE
Interests in a joint AAEDENER
venture
Unallocated ROBETEEE
corporate assets
Total assets REE
Liabilities: af&E -
Segment liabilites D Ef A&
Unallocated RoBEEE
corporate
liabilities
Total liabilities BafE

Notes to the Consolidated_FinanciaI Statements'

13.

Exploration
of oil and

natural gas
BRAm R
RAR,
HK$°000
BT T

DEHER(E)

(a) HEDE(E)

Provision
of technical
services Elimination
Rt
iy IR 75 s
HK$°000 HK$°000 HK$°000
BT T BT T BT T




13. Segment Information (Continued)

Reportable Segments (Continued)

13.
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DEHER(E)

BEIE(E)

— NLF FH

Exploration Provision
of oil and  of technical
natural gas services Elimination
R AR & R
RAR, TR HEH
HK$°000 HK$°000 HK$°000 HK$’000
BT T BT T BT T BT T
Assets: BE
Segment assets DEEE 39,620 1,266 40,886
Interests in a joint RAALDENER
venture 361,377 361,377
Unallocated ROBEEEE
corporate assets 1,236
Total assets 403,499
Liabilities:
Segment liabilities 2,857 7,660 10,517
Unallocated Kol aE
corporate
liabilities 249,602
Total liabilities 260,119
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13. Segment Information (Continued) 13. DBER(E)
(a) Reportable Segments (Continued) (a) HEAE(E)
Other segment information Htt 7 5EH

Exploration Provision
of oil and  of technical

natural gas services  Unallocated
BRAMR Rt
AR KR AAE
HK$°000 HK$°000 HK$°000 HK$°000
BEFT BT BETT BT

Depreciation nE 98 21 122 241
Additions to non-current assets AEIFREEE = 24 = 24

Exploration of Provision
oil and of technical

natural gas services Unallocated
BiRA) feft
Bl R ADE
HK$000 HK$000 HK$000 HK$000
BETFT BETFT BETFT BETFT

Depreciation nE 99 36 166 301
Additions to non-current assets A EIEREIAE 3,960 = = 3,960

202



13. Segment Information (Continued)

(b) Geographical Information

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

: thes to the Conébl

——

13.

Ui =B
=

idated Financial Statements

e M HRMEE

For the year ended 31 December 2019
BE_T—NFT_HA="1+—HIFE

Annual Report 2019 = & — 1 F F ]

PEBER(E)
(b) HEEHR

TREIBEBOAREXRAIBEFZ
Wam k(A EEDE  BERKE -
UERREECERZ(HEFRRDE
ENDZHBEUEEN TP ZMWENE
ERBRERG KA EEY 2 B IR
E - BEFRRDEENBYE - BE R
wig EMRUERBRBEEERLM
EREMATE  MBEELERER B
Hip@ i B RARRZEHHTRE °

Revenue from external

Specified non-current

customers assets
REMBEF Z W BEFRDEE
2019 2018 2019 2018
ZB-nEFE —T-N\F ZB-hnF —ZT)\F
HK$°000 HK$'000 HK$°000 HK$’000
BEFT BETFT BT T BETFT
Mainland China, Rl - EiE
including
Hong Kong and BB KRR
Macau - - 78 213
Philippines JERE - = 270,751 361,527
- - 270,829 361,740
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Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

14. Y% - BERRE

14. Property, Plant and Equipment

Leasehold Equipment Furniture Motor
improvement fixtures vehicles
HE®E B ] FEREE AE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEFT BT BEFT BETFT BT
Cost: A
At 1 January 2018 R2018F1A1A 130 309 1,000 1,804 3,333
Additions AE - - 16 - 16
Exchange adjustment 5 = = (1) 1 (20)
At 31 December 2018 1X201812A31A 130 309 995 1,895 3,329
and 1 January 2019 2019F1A1H
Additions HE - - 24 - 24
Exchange adjustment ~ ERHEE - - (8) @) (10)
At 31 December 2019 H201912/31A 130 309 1,011 1,893 3,343
Depreciation and FERBEBSE :
impairment losses:
At 1 January 2018 R201851A1A 130 278 881 1,407 2,696
Provided for the year ~ AFEREME - 1 56 234 301
Exchange adjustment ~ EFHE - - (32) 1 (31)
At 31 December 2018 2018128318 130 289 905 1,642 2,966
and 1 January 2019 201951718
Provided for the year KEE#RE - 1 40 190 241
Exchange adjustment JEE 5 5% - = 7) (1) (8)
At 31 December 2019 X2019F12A31A 130 300 938 1,831 3,199
Carrying amounts EREE
At 31 December 2019 #R2019F 127311 = 9 73 62 144
At 31 December 2018 20185127318 5 20 90 253 363
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14.

15.

Property, Plant and Equipment
(Continued)

At the end of the reporting period, the net carrying
amount of motor vehicles held under finance lease
of the Group was HK$Nil (2018: approximately
HK$110,000).

Interests in Associates

This represents the Group’s share of the interests
in associates which are engaged in the exploration,
exploitation and development of coal mine in the
Philippines.
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W% BERRE(E)

RFERR AEAREREHEERENR
HEREMFEABETT(ZT—N\E : 5K
110,0007T) °

RIEE QT2 #H

HTAEBDMERFERBREREDR - FER
Lkl NI 5

DIEBER

REH)

Share of net assets of associates
At the beginning of the year
Share of results of associates

AFEE

i e NGIE

HK$’000
B FT

HK$°000
BT T

At the end of the year RER
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15. Interests in Associates (Continued) 15.

Details of associates are as follows:

REERNR 2 #H(E)

BERRZFBWT

|
i:
i

Incorporation/ Registered Attributable equity interest held by in indirect wholly-owned Principal

BEZERZ2ENBATRA L RE

2018
Indirectly Directly Indirectly
3 L fi%
24% 40% 24%
- 40% -

Place of
operation capital subsidiary of the Group
Tghy BTN EEAREE—
2019
ZB-NF
Directly
ER
Great Wall Mining and Power  Philippines PHP2,500,000 40%
Corp. (‘Great Wall’) FEE 2,500,000%%
Eastern Star Mining and Power  Philippines PHP2,500,000 40%
Corp. (‘Eastern Star") HeZE 2,500,000 %

Note: The boards of Great Wall and Eastern Star are not
controlled by the Group.
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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 granted by the Department of Energy
(“DOE") of the Philippines to 17 December 2018,
and an approval for the project extension for ten
years was subsequently granted by the DOE of the
Philippines in March 2020, 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 tree-cutting
permit was issued.
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REERNR 2 #H(E)

LIt P E R R AR EAN R S MR
RARR °

BENRZERRAZELERE  RESHEREE
BERAAERBIBEERAAERI I
E|RH RSN SRR RRER 2 DT
BB ETAIEE o hAN - PR2016F FT RS
Big - FREMBUNTEIEEREEE REK
REABARRORA - ARERERES N
EATRRRESEZE - Bt - BE QR
RIFRENEBASERAESEAEEREET
F o BN EIRRF S 2 B EMERITERIE
BENARIR  SEEBCAEER  BEQ
AITEHAMS e E L AT AR R A E R 2 - Et -
AREBMERERBE AR 2 ERE_T
—ANE+ZA=Z+—HILFE  BRREEDQ
A D 2 2 EUREE1E751527,436,0007T °

<

HNFFRE IR ([REIRED ) BIR B 2 THE&
AROERSE_T-\FT_A+tB X
BN T T F= AFEELRAHIER
BEH+F  AEEEEER/ANERZR
REe R LRI R AT BRI - BB
RIFF AR AINEE A RS TN FEATRE S
e
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15. Interests in Associates (Continued) 15. REBEE QT Z2ER(E)

BRASERE AR ZMBERBRIT

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

Great Wall

Eastern Star

2019 2019
—B-hE —B-hE
HK$°000 HK$°000 HK$’000 HK$°000 HK$°000 HK$°000
BETT BETT BETT BEFTL BETT BEFTT
Total non-current assets 2 HEEE 235 13,791 14,026
Total current assets BEHEE 1,002 1,132
Total non-current liabilites ~ #3ERE&E S
Total current liabilities BRHaE (14,762)
Net assets FEE
Total revenue kg
Loss B
Other comprehensive Ht2ERA
income
Total comprehensive 2@ (KA)
(income) expense ikt
Dividends received from BElEBERTRE

associates
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15.

Interests in Associates (Continued)

Reconciliation of above summarised financial
information to carrying amount of interests in
associates to the consolidated financial statements:

Net assets of associates
before fair value
adjustment at acquisition

Group’s effective interest

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

Effect of fair value
adjustment at acquisition

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

Unrecognised share of
losses of associates

Others

Eastern Star

2019
—E-1F

HK$'000
BETR

BELTFEE
(KRB
ZAFHERE)

ARERMES

ARERELE
NAFEE
(RRBRER
ZATERE)

NIRRT E
HRLVE

AREERER
ibARER et
REBRYE

AR EBE
NABE
At

Carrying amounts of Group's BB & 7]

interests in associates

i REE

e BRRME

For the year ended 31 December 2019
BE T NFT-_HA=1—HIFE

Annual Report 2019

REERNR 2w (E

b uesccki o
WERARBZ

B 5

—E-AEFFR

B2 B 81 75 B BB AR A B 5

Al REESEK

Great Wall
2019
“E-NE
HK$’000 HK$'000 HK$’000
BETT BETT B8R

(81,605)

(394)

HK$'000
ERTT

396

190

81,915

(81,715)

(390)
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15. Interests in Associates (Continued)

Unrecognised share of losses of associates

15. REEENR 2R (E)

RERZ D IEHE A RIER

The unrecognised share of losses of ZANFERMERZ D&

associates for the year NGILE

HK$’000 HK$°000
BEFT VBT T
4 _

HK$’000 HK$’000
BT T JEMETF T

Cumulative unrecognised share of ~ ZFFRERZ D EBE A R]
losses of associates &8 9 5)

At the end of reporting period, the provision of cost
for rehabilitation is not recognised in the interests in
associates as the extent of rehabilitation has not yet
been defined and agreed as they will be defined and
imposed by the authority on issuing the tree-cutting
licence.
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16.

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%
(2018: 80%).
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REELXENER

AEBRIFERENRTHRDTE - MR LM
AECEREERERH80% (ZT—N
F:80%) °

HK$’000 HK$'000

BT T BT
At the beginning of the year REA 361,377 357,470
Additional investment, net BEIMEE - FRE - 3,944
Reduction in investment cost, net RERANRED - FHE (5,851) -
Share of result of joint venture BIEEEEXE (84,841) (37)
At the end of the year REL 270,685 361,377

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

At the end of reporting period, 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 based on value in use calculations.
Those calculations used cash flow projections based
on financial budgets approved by the management
of the Group. Cash flows beyonds the twenty-two
years (2018: twenty-two years) period using estimated
growth rate of 3% (2018: 3%). The cash flows are
discounted using a discount rate of 15.05% (2018:
16.15%) p.a.

RegbFRES  BENAFBEOT

RBEHR  AEBEEEREB I HEME
M AEEEEEETASEREGEE
2 AR E S5 - ATk El SRR AEE
FTEHEE GUIHEFERTERAEEEEE
HENTBEENRSREEA - BEREB
B+ (20184 « —+ ZF ) FRGETIE
K #E3% (2018%F : 3%) - WL RERATF
15.05% (2018 : 16.15% ) Y ITIR RAEITHTIR o
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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-AF+ZA=+—8  KEEREG=Z
joint venture exceeded the recoverable amounts as X 2 REEBRLE S EER 2 TIRE
at 31 December 2019, resulting in an impairment TR ERAKHEEGEERE I EERER
losses amounting to approximately HK$85,244,000 ZE-NFTZA=T—ALFENGEER
(2018: HK$37,000) attributable to the Group’s FIER R EE 18445 %85,244,000T( = F —
interests in a joint venture, which was recognised in J\EF : B#37,0007T) °

the consolidated statement of profit or loss for the
year ended 31 December 2019.

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

HK$’000 HK$°000
BT T BT
Accumulated impairment losses ~ RFHREEE
At the beginning of the year REA) 121,181 121,144
Impairment losses recognised wRZREEE 85,244 37
At the end of the year REL 206,425 121,181
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16.

Interests in a Joint Venture (Continued) 16.

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

ERAKRERECRZMBERBRILT

Philippines
FEEE
2019
=Z-nF
HK$’000 HK$’000
BEFT BT T

Total non-current assets BIETENE = 247,605 224,445
Total current assets BREAE 19 16
Total non-current liabilities BIERBAE = =
Total current liabilities EDTEIB=Y (4,158) =
Net assets FEE 243,466 224,461
The above amounts include the U E2EEETHEE

followings:
Cash and cash equivalents ReRREEED 19 16
Current financial liabilities (excluding RENFFSEE

trade and other payables and (BRI

provision) E bR SR ) - -
Total revenue B 4,196 =
Loss [E518 504 =
Other comprehensive income Efh 2 W Es - -
Total comprehensive expense ZEXHETE 504 =
Dividends received from the joint e EEERI ZRE

venture

The above profit or loss includes
the followings:
Depreciation

Y EERZBIETHEE :

e
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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:

BHAHEBRERRRAE

Notes to the Consolidated Financial Statements

TN T T R e g !

REghRENER ()

L BRAERRZ BB E N EBERA RS
BRANGEEEES 2 REELRE

Philippines
FEE
2019
HK$’000 HK$’000
BT T BT
Net assets of joint venture as shown A&MENBREMSFEE
in its financial statements 243,466 224,461
Group’s effective interest REE G ME R 80% 80%
Group’s share of joint venture’s net ANEEEESLDEFEE
assets 194,773 179,569
Effect of fair value adjustment at R EE A T EFAE
acquisition 309,804 309,804
Effect of accumulated impairment loss 7<= @ fE A g8 @ AR
recognised in application of equity ~ ZHEEEIE Y
accounting by the Group (206,425) (121,181)
Others (27,467) (6,815)
Carrying amounts of Group’s interests AEBN A &b EER
in a joint venture 270,685 361,377
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17. EEERAX

HK$°000 HK$°000
BEFT JEMETF T
Exploration phase B ERBE B
At cost LKA 26,406 26,406
Less: Impairment losses J OREE R (26,406) (26,406)
Net carrying amount IREVFE - -
Reconciliation of movements: FEHER -
At the beginning of the year REH - -
Amount recognised BEREHE - 141
Impairment losses BEEE = (141)
At the end of the year RER - -

Deferred exploration expenditure represented the
expenses incurred for the exploration of a gas project
in Central Luzon of the Philippines (“Gas Project”).

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 HK$Nil (2018: approximately
HK$141,000) was recognised during the year ended
31 December 2019.

An extension was granted by Department of Energy
of the Philippines to 9 November 2019. On 31
December 2019, a wholly-owned subsidiary of the
Company entered into a legally binding memorandum
of understanding ("MOU") with an independent third
party pursuant to which the subsidiary of the Company
has agreed to dispose the entire interest in Modern
Lucky International Limited and its subsidiaries which
held 89% equity interest in Central Luzon Gas Project
("Disposal transaction") at the consideration of HK$1.
Subsequent to the reporting period, on 19 June 2020,
the Disposal transaction had been completed.

EEMRFADAFERETERRAARBABE
EZHHRBER(RARER]) -

AKARBEHFRHER=_T—EF_A=F+N
HIH  RRAEETREENAAREL B
TEEATARRLEENZ  IREBEE-F—
NF+ A=+ BULEFEERSERERRE
BT (ZE—\F : 49%8%141,0007T) °

FFRERRBHAEERE T -NF+—AN
HeRZZE—NFE+ZA=+—8 ' AQd—
MEEHAZWBARE—BBYE=HH:]
TEBEEHNR Nz BERR(HFRES
8%]) - B - ARRIKHEB A RE RSB
1TTRELENERBEBEERARRERFT R
RAARIEEIFE8I%ER 2B ARNEE
RIE(THERZRS]) - MEHE  RZZEZTF
ANATHE  HEXSEZEK -
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18. Amounts due from Associates 18. FEUWEEE R TR\

HK$’000 HK$'000
BT T BT
Amounts due from associates JE B 2 B R IE 16,307 16,307
Impairment losses recognised BHER 2 REEE (16,307) (16,307)
As explained in note 15 to the consolidated financial AR A A RS IRAR T 15P7E, - RNRIER 3
statements, due to the ongoing suspension for FELERRIERERERITENRAAR - &K
the development of coal mine and the pessimistic NEVERERRARFE EUEE N R FURTR
business outlook of the coal industry in the Philippines, RAFY BN TR RE
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 FEYEE A RIFIEAEER 2 EREEER
and non-interest bearing and have no fixed terms of TRER o
repayment.
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19. HEWRIE

HK$’000 HK$°000
BT T BT
Prepayments TEfTRIE 1,446 1,499
Deposits and other debtors e M E b fE YR TR T8 1,426 1,378
Amounts due from parties to a joint  JEUA & FIAE
venture (Note a) (Kiita) 38,697 38,639
Amounts due from a joint venture FEUR & & EEFRIE
(Note b) (KizEb) 3,432 =
45,001 41,516
Notes: Bzt

The amounts due from parties to a joint venture
represent the expenditure for the joint venture to be
recovered from parties to a joint venture. The amounts
are interest-free, repayable on demand and could be
recovered from the parties to a joint venture through
their participating interests and profit sharing in their
joint venture.

The amounts due from a joint venture are interest-
free, unsecured and repayable on demand. The
recoverability of the amounts has been taken into
account in the recoverable amount of interests in a
joint venture.

a. BURAECENTFRBERREBAALEES
BEENALLEMX -ZEHNAARE A
BRERIEHEECETBBAERAED
FEFR 2 BRH SOBRM DK IR ENEE -

b. RBUAELEFEARS EBERAARE
RIEE - ZFANAREESFTF ARG E D
R AR E -
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19. Other Receivables (Continued) 19.

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

Hftb FE W R IE (4

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

HK dollars BT
Renminbi AR
Macau Pataca RIS
Philippine Peso JFRERR
US dollars e

HK$°000
BEFT

HK$°000
BETT

552
1,126
12

61
39,765

41,516

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

The maximum exposure to credit risk at the reporting

date is carrying value of each class of receivables
mentioned above.
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RERREEEY

HK$’000 HK$’000

BEFT JEMEF T

Cash at banks R{THE® 265 221
Cash in hand FHEE® 31 22
296 243

The Group’s cash and cash equivalents of
approximately HK$1,000 (2018: HK$55,000) 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.

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.

AEENR S RRAESFEY QL1000
—Z— \4 : 55,000/ 7T ) B 17 B - B 3R

17 - Bt FE S E L P EAR D ERTHET

ZHNEFE IR TE Z PR ©

RETDMEEEENEE

TRAMIL TARBEREREEBHNEER
b BRERSMERSE( - MEEFDEEN
BEDRASREELIRKRREREFELRE
ENEHRESRERTIERREEBMEL
MESREZARE -
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20. Cash and Cash Equivalents (Continued) 20. RERBSEENE)

Reconciliation of liabilities arising from BEIBMEEAENHEKRE)
financing activities (Continued)

Amounts Obligations
Amounts due duetoa Interest  Convertible under  Promissory

to directors  shareholder payables bonds finance lease note payable

BAESHE  EARRRE BANE  TBRES REEERE BARNEE
HK$'000 HK$000 HK$000 HK$'000 HK$000 HK$000 HK$'000
B¥fn  B¥fn BRFn BRfan B¥n BRFn BB

At 1 January 2019 RZE-N\F-B-H

Changes from financing cash BB &REZ 28

flows:
Advance from directors REEZH
Advance from a shareholder RERFREH
Proceeds from issue of REAMNEEHESE
promissory note payable
Interest paidipayable Bt /EfHE

Repayment of obligations under ~ BAHESER
finance leases

Total changes from financing ~~ BER4HE 2 EHHE

cash flows
Other changes: EthEE
Interest expenses HE i
Total other changes EEG8E
At 31 December 2019 RE-NnE

+-A=1-8
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RERRESEEW(E)

—E-AEEH

METHRELAENERGE)

Obligations
Amounts under
Amounts due due to a Interest  Convertible finance
to directors shareholder payables bonds lease
EfES5E EARRAE EfFE TRRES REREEfR
HK$°000 HK$°000 HK$°000 HK$'000 HK$°000 HK$°000
BE¥Tfr B Fr  BEFT BETrT EETr R
At 1 January 2018 W=F-\¥—-A-AH 6,054 40,870 6,603 149,781 215 203,523
Changes from financing BEARERECEY
cash flows:
Advances from directors ~ REEZ#H 4,486 - - - = 4,486
Advances from a TERELH
shareholder - 21,670 - - - 21,670
Interest paid/payable ERERFIE - - (5,041) - 7 (5,048)
Repayment of obligations under ~ BRETRE & (LiEH
finance leases - - - - (157) (157)
Total changes from BERSNELEYER
financing cash flows 4,486 21,670 (5,041) - (164) 20,951
Other changes: AthEH :
Interest expenses FlEXE = = 16,222 219 7 16,448
Total other changes EEeas = = 16,222 219 7 16,448
At 31 December 2018 RZE-N\F+=A=1-H 10,540 62,540 17,784 150,000 58 240,922
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Other Payables

Notes to the Consolidated Financial Statements

BHAHEBRERRRAE

21. HtEMNFRE

Accrued charges
Interest payables
Other payables

HK$°000 HK$’000

BT T BT T

&R 18,246
FEREF S 17,784
H e FRIE 951
36,981

The carrying amounts of the above balances are

A ERIBENREE N IEEHE

denominated in the following currencies:

HK dollars
Renminbi
Macau Pataca
US dollars

HK$°000 HK$°000

BT T BT T

BIT 34,457
AR 199
gl 2,280
ETT 45
36,981
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Amounts due to Directors 22. EREERE

HK$’000 HK$'000
BT JEMETF T
LAl Chun Liang RER 520 435
LIN Zhang Mz 11,238 10,105
11,758 10,540
The amounts due to directors are unsecured, interest- BNEEREAERT CENEBTER
free and have no fixed repayment terms. H o
Amounts due to a Shareholder 23. ERERFIE

HK$°000 HK$’000

BT BT
LAM Nam iUNES] 67,209 62,540
The amounts are sub-ordinated in nature and which REBRNREBBOMEE - WA AEER - ¢
are unsecured, interest-free and have no fixed BREETEERE -

repayment terms.

223




e B ERRMEE

o g s SEEEEEs s o LY
For the year ended 31 December 2019 7“_‘_.'._‘:.%:_ = "' : —-g-? =i —= " 3

HE-F-AF+=A=1—HLFE

Polyard Petroleum International Group Limited FBEHABBEREEEGRAT

24. Convertible Bonds 24, TERRES

Convertible Convertible

Bonds A Bonds B
ARBREFA TRRESB

HK$’000 HK$’000 HK$'000
BETIT BETIT BETT

At 1 January 2018 RZZE—NF—H—H 100,000 49,781 149,781
Interest charged B2 10,000 5,219 15,219
Interest paid/payable B,/ FE(TFIS (10,000) (5,000) (15,000)

At 31 December 2018 R-_Z—\F+_A=+—H

and 1 January 2019 k—ZT—h&—HF—HR 100,000 50,000 150,000
Interest charged BT S 10,000 5,000 15,000
Interest paid/payable B A (10,000) (5,000) (15,000)
At 31 December 2019 R-_T—hF+-_A=+—H 100,000 50,000 150,000

HK$’000 HK$’000
BT T BT

Carrying amount repayable: AERZRMEE !
Overdue pngt 150,000 150,000
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24. Convertible Bonds (Continued) 24,

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

Convertible

Bonds A (“CB A”)

E$;
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ARRES(E)

RRARETHARBESERDAT

Convertible
Bonds B (“CB B”)

ARRESA ([ TRRESAL )

Principal amount: A&&%g : HK$100,000,000 in HKD settlement

7£#5100,000,0007T + A EEE R

Interest: Fl= 10% p.a. payable quarterly
REFMEKI0EHE - AEEXM
Default interest: EXFIE : 5% p.a. payable
RERNESET R
Issue date: BITHE 21 July 2015
—E-AF+tA=+—H
Maturity date: ZHA : 21 July 2017 (Note (a))
—ZE—+E+A-+—A8 (K@)
Conversion price TRBAKE : HK$0.4
per share: BH0.47T
Particulars of #ERFHE ©  Personal guarantee given by
guarantee: Mr. Lam Nam, the controlling
shareholder of the Company
H AN )12 AR AR R AR EE 5 AR VR HE (8
AR
Survival of BB EFEE Exercisable until fully settled
conversion BER 0 TREER RREREAX
right:

a#RESB ([ RRESB] )

HK$50,000,000 in HKD settlement
7B #50,000,0007T @ LABE(ERS

10% p.a. payable semi-annually

BENEI10EF S AB¥FXf

20% p.a. payable
REFE20E L

28 January 2016
—E-RF—A=+N\HRH

28 January 2018 (Note (b))
—Z2—)\F—A=+N\B (W)

HK$0.414
75150.4147T

Personal guarantee given by
Mr. Lam Nam, the controlling
shareholder of the Company
AR RIERR AR R AR R S5 A R H (8
AR

Exercisable until fully settled

BREREA K

@7\{“‘-\@_&4_

T EIERAI
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24. Convertible Bonds (Continued)

Notes:

(a)

(b)

226

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 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. Up to the date
of this report, the $25M CB A2 is still outstanding and
had not been called for repayment. The Company and
the Original Holder are in the negotiation regarding the
settlement arrangement of $25M CB A2.

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.

S

BHAHEBRERRRAE

24. TBRRESR(E)

Wi -

(a)

(b)

RZZE-—NFREA=+—8 KAQ7  &ZE
A& A R]Silver Star - AN A R IE G| 7R 5%
A (TEAERA D B R EHFANFEE AGT
NAEERE  RAAR - EAERARATR
A& B HARI 1S B ART 7 70 22 4k (B R A i 22
BEBA(TERETH]D) Bt FHFRESR
AR EHFARN T EI A (B ATEOE ETig)
H-Z—t+tF+tA-t+—BERE=Z—H
FRA-+—H-

REHR  RZT-_TF—A=H ' 42
ARG HEIRERER AR EE))
BT ABAEARORNDNFEE S R
fRETER])  RODEAZRRBZBEATFHE
ERBRRESATREAEAD - RAEAB - 7]
BREFANREREAETKE RS BB
75,000,0007T ([ 7,500 7t 7] 32 f% & A1)
MATRREHFBBRERE - BIBEARERE
2R —RBE RS REABETEER
RETHREEZAR=TEARNERKAAE
BAMRESHA - MAREBER G RR
& AR AR & #5845 #25,000,0007T( 2,500
B BRREFA2DNDARFEANE R
BED M A A B AR AR B 5 MRS S AR TR
R BEIBERE - EEA®REH © 2,5008
TR EHFAE BH - AR EREE -
R R ]%2,5008 T Al AR B HFA2R B A5
#2,5008 T A R B A2H BB T HFETT
[GER

\ZZ—\F+A+HEB  ARQAHEATHRAR
S 5BIVR B ATRRISLIERT 2% » Bt - &5
A B A AR A B 2B RO B 53 B (5B 3R Ptk

TERIB-ZE-N\F-A-tN\BERE"
Z-NE=A=+—H -BEARSH " &
AEABRRESBNIEACELTHER
AR ESFBRE R LS -

HIIW%
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25. Promissory Note Payable 25. EREAMRE

Total
45T

HK$°000

BT
At 1 January 2018, 31 December 2018 and RZZF-—NF—HA—8 ZZ—N\F+

1 January 2019 ZA=+—RAER=ZE-—NE—HA—H -

Issued during the year, at fair value REREIT - UAFER 2,000
Effective interest charge (note 7) BERMBER (A7) 220
Interest payable/paid B ERFE (220)
At 31 December 2019 R-ZB-NF+-A=+—H 2,000
On 1 February 2019, the Company issued a RZZE—NFZA—AH  AREBEm—EBL
promissory note to an independent third party with FZRBTANER  A2BERBEEESE
principal amount of HK$2,000,000 at interest rate 7_E FH=E12% - B A=E=—F=-A—
of 12% p.a. and matured on 1 February 2021. The o EIEF A AGEREIE BRI EARELS
holder has the right to request for early redemption of FT' AN R=EATELEmBANEEER A
the promissory note at any time prior to maturity date HARYIE R T 2 SRR A A R4 -

by giving the Company not less than three months
prior written notice specifying the date of redemption.
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26. Deferred Taxation 26. EEHIR
The Group’s major deferred tax liabilities recognised REBRAFER LFEEBR 2 ERNRLERIE
and movements thereon during the current and prior BERESHPMMT

years are summarised below:

Convertible bonds
GE:Y 4

HK$’000

BT
At 1 January 2018 RZZ—N\¥—H—H 36
Credit to profit or loss for the year (note 9) AEETAEE (H29) (36)
At 31 December 2018 and 1 January 2019 RZE-N\F+ZA=+—HBK

—E-hF—HA—H -

Credit to profit or loss for the year (note 9) AEETAEE (Ha29)
At 31 December 2019 RZB-NF+—_A=+—H -
No deferred tax asset has been recognised in the HRREBAEEE R BRI AEE T
consolidated financial statements of the Group in LABE 8 - B0 48 3L AT T 35 88 oK 2R 0% B 2 B 7S
respect of tax losses of approximately HK$35,958,000 B8 4075 #35,958,000 T ( = Z — J\F : 498
(2018: approximately HK$35,146,000) available to #£35,146,00070 ) A AN Sk (B 2 4R & B 75 SRk T
offset future profits due to the unpredictability of REEHEEE - RN NWEF+-_A=+—
future profit streams against which the asset can be B - NEE MRS A S B R RIS E B
utilised. The unrecognised deferred tax asset of the AMBERERERCEEHEEEN RSB
Group in respect of deductible temporary differences 6,384,000 T( —Z — J\ 4 : £)7%5%6,181,000
attributable to unused tax losses as at 31 December JT) °

2019 amounted to approximately HK$6,384,000
(2018: approximately HK$6,181,000).
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27. Obligations under Finance Leases 27. MMEHESE
The Group leased a motor vehicle under finance REANREEBRERNAE —#e)E69 -
leases during the year. The lease term is 5 years. BHRE - REHNBEUEEFFEL.84%: 8 ©
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 lease minimum lease
payments payments
=EBE RERSRE
2018 2018
—T—)\F —E—N\F
HK$’000 HK$’000
BEF T BT T
Amounts payable under finance leases: @& EERFIE :
Within one year —FRNEH 58 58
In more than one year and not more than =% f F Hf
five years — -
58 58
Less: Future finance B RREVE RS
charges — N/A
Present value of lease obligations HHOEERE 58 58
Less: Amounts due for W TZEARE
settlement within B o)
12 months (shown | (FIA
under current MEAE)
liabilities) (58)
Amounts due for settlement after 12 + =& A & FE 2 8
months S FRIFRIA —
The Group’s obligations under finance leases were HEABBERENSREEENMBED ER
secured by the lessor’s title to the leased assets. A ERAEEREREEEZER -

229



e B ERRMEE

For the year ended 31 December 2019

2z

Polyard Petroleum International Group Limited

28.

29.

—ENFT_A=1T—HIFFE

Share Capital

Notes to the Consolidated Financial Statements
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28. A&

Number of shares Amount
BROEE X
2019 2018 2019
—T-N\F ZEB-hE
’000 ‘000 HK$’000 HK$’000
FiR FaE BT T BT T
Authorised: JERE
Ordinary shares of BREER%0.047T
HK$0.04 each EOR Rl 5,000,000 5,000,000 200,000 200,000
Issued and fully paid: BEITRERE :
Ordinary shares of FREEE%0.047T
HK$0.04 each Dl 2,937,538 2,937,538 117,502 117,502
Retirement Benefit Schemes 29. ERRERIFE

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.
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30. Related Party Transactions

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

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

(b) Remuneration for key management personnel
of the Group, including the Company’s Directors
and certain highest paid employees, is set out in
note 10 to the consolidated financial statements.

(c) During the year, the Group made/received
advances to/from related parties. Details and
balances outstanding as at 31 December 2019
are disclosed in notes 18, 19, 22 and 23 to the
consolidated financial statements.

(d) During the year, the Group paid an office
administration expense of approximately
HK$563,000 (2018: approximately HK$528,000)
to the company which is controlled by the
ultimate 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.

- thes to the Conébl

——

30.

@" =
=

idated Financial Statements

e M HRMEE

For the year ended 31 December 2019
BE_T—NFT_HA="1+—HIFE

Annual Report 2019 = & — 1 F F ]

BELRS

BRAERA B BRI BTSN - A%
B P BB T TIA T2 5

(a) ARRBEMBRAB(RARRBET)
ZRBREHRTREE IR B MH ML E
FEARKIERIRE -

(b) AEEIEEBEABR(BEARRERR
ETESFMERS) 2MeBNGE MK
HKRMITE0 ©

(c) RER G BHAEBEEAESEL UK
WMBF - FERR_ZE-NF+A=
+T—RAZKREBESRERE VB RERM
5T18 + 19~ 22 M 23HHHE -

(d) REARN AEERAEEZ HEEH
FEHHARINRAETTHASZLD
75 #563,000c( — T — N\NF : L8
528,0007T) ©

LA EBE AR 5 (b) * (c)F(d)iEKGEM LT
BIE—+EMEECHERS - LWERFHE
BFGEMLEMREIE - TERMNFERTE °

WA L BAE 75 2 B (a) i TMEARKGEM E AR RIS
T EMERZAERS
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31. Capital Commitments 31.

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

NN AL g =t ONAER

BAREE

REBH - BERTAMERRALR S M5 wR &
B HRBITEAALEDT

HK$’000 HK$’000
BET T BT
Contributions to a power plant project & T3 EHIE B 1,472 1,480
Contributions to a gas project (“Gas & FIHEEFRARRAR
Project”) in Central Luzon of the BE ([RARHEAR] )
Philippines (Note) (K15%) 21,025 21,140
22,497 22,620
Note: izt -

On 31 December 2019, a wholly-owned subsidiary of the
Company entered into a legally binding memorandum of
understanding ("MOU") with an independent third party
pursuant to which the subsidiary of the Company has agreed
to dispose of the entire interest in Modern Lucky International
Limited and its subsidiaries which held 89% equity interest
in Central Luzon Gas Project ("Disposal transaction") at the
consideration of HK$1. Subsequent to the reporting period, on
19 June 2020, the Disposal transaction had been completed.
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32. Financial Risk and Capital Risk
Management

(a)

Financial risk management

()

32.

Categories of financial instruments
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(a) HMEERBER

() HHIAZHE

HK$°000
BETT

Financial assets at MKEE
amortised cost R AT
Financial assets included AT A ELAth FE U R IE Y
in other receivables WEERE
Cash and cash equivalents RERBEEED
Financial liabilities g 3=V
at amortised cost RS AT
Other payables H A FETFRIE
Amounts due to directors FENEZEEHIE
Convertible bonds RRES
Obligations under finance MERERMT
leases
Amounts due to a shareholder &A% R TE
Promissory note payable S ES

—E-AEFFR

HK$°000
BETT

40,017
243

40,260

36,981
10,540
150,000

58
62,540

260,119
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32. Financial Risk and Capital Risk 32. BiXEMREXREMER(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 REEBZ ETZHBTERARKFE
are disclosed in section (a) of this note. (a)BNHE - EEZEMHBIA
The risks associated with these financial 2 [ B B 4 T % L B (NS A B 2
instruments include market risk (foreign MERERE) EERREREBES
currency risk and interest rate risk), credit BB - R % 5 R R 2 R R
risk and liquidity risk and policies on how TXHES  BEEEEBRERZ
to mitigate these risks are set out below. LR AEREFETENZ
The management manages and monitors HE R -

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

(1) Market risk management (1) TEEREE

Foreign currency risk SN @Bz

The Group has certain foreign KEEBHEBUINNE(EEZ
currency cash and cash equivalents, BEEMEEBRINIIEZ
other receivables, amounts due INEIR S RIS EED - &
to directors, amounts due to a fib FE W FRIE - BT E B
shareholder and other payables 18 - FEAT AR R RRIE I A M fE
denominated in foreign currencies IR - A A EEEES
other than the respective functional SNE R - BIRE B ER
currencies of the entities and SNERERE - WK ERER
thus expose the Group to foreign E B ERINE RS o

currency risk. 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)

(ii)  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. MRERKRERRRER(E)

(a) HMBEABERE)

(i) FHBEBEZERBEE)
(1) WHEEREE(E)

SNEE R\ (4B)

K& BH  REBIAINE
IMEZERRREERER
BEZEEENT

Renminbi AR
Macau Pataca Pk
United State dollar ETT
Philippine Peso

FREFRR

Renminbi AR
Macau Pataca SRR
United State dollar e

Philippine Peso

FEREFR

HK$°000 HK$’000
BEFT EHFT
876 1,192
18 20
43,583 39,776
174 136
Liabilities
af%

2019

BN
HK$°000 HK$°000
BT EHFT
2,620 1,850
3,814 2,280
22 45
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32. Financial Risk and Capital Risk 32. BiXEMREXREMER(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) WHEERERE (&)
(Continued)
Foreign currency risk (Continued) HNEE LR (48)
Sensitivity analysis BRE DT
The following table indicates the TRI|BIERZTEHAME
changes in the Group’s loss for the BRESTENBRT £
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 ERFEREBLITTEKN - =
risk variables remained constant. T-NEFENM=ZF-N\FEHH
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
2019 and 2018.
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32. Financial Risk and Capital Risk
Management (Continued)
(a)

Financial risk management (Continued)

(ii)  Financial risk management and
policies (Continued)

(1)

Market risk management
(Continued)

Foreign currency risk (Continued)

Sensitivity analysis (Continued)

Renminbi AEH®
Macau Pataca bl
United State dollar XN
Phiipping Peso FeERZ

4 Notes to the Con
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—E-AEEH

BEBREARREE(E)

(a) HMBEEABERE)
(i) BBERBREERKEE)
(1) TEEBREEE)
SRR ()
BURE DT ()
2019
Z2-NF
Increase Increase
Increase  (decrease) Increase  (decrease)
(decrease) inlossfor  Increase  (decrease) in loss for Increase
in foreign the year and (decrease)in inforeign the yearand (decrease)in
exchange accumulated consolidated  exchange accumulated consolidated
rates losses equity rates LS equity
REEEH KEEE
EXEpl  REHER  GAEE
g (55) #m(689) % (3D J
HKSO00— HKS 000 HRS000— HKS 000
BEFT BB Tn BEFT  BRr
5% 87 (87) 5% 32 (32)
(5%) (87) 87 (5%) (32) 32
5% 190 (190) 5% 13 (113)
(5%) (190) 190 (5%) (113) 13
5% 2178 (2178) 5% 1,986 (1,986)
(5%) (2178) 2178 (5%) (1,986) 1,986
5% 9 9) 5% I (7
(5%) (@) 9 (5%) (7) 1
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32. Financial Risk and Capital Risk 32. BiXEMREXREMER(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(E)
(Continued)
Foreign currency risk (Continued) HNEE LR (48)
Sensitivity analysis (Continued) BRERES(E)
Interest rate risk ) 2= = b
The Group’s interest rate risk is rEBZFERREENRS
primarily from the convertible bonds RIEE M EEIT 2 AIRRE
and promissory note payable issued FREMNEARE 8%
at fixed rate which exposes the B A E N TER R o R
Group to fair value interest rate & [ B A &R R
risk. The Group currently does o A - BIREEER AR
not have an interest rate hedging B YERERTERER
policy. However, the management $ R E KRR E R o

monitors interest rate exposure and
will consider hedging significant
interest rate exposure should the
need arises.
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32. Financial Risk and Capital Risk
Management (Continued)

(a) Financial risk management (Continued)

(ii)  Financial risk management and
policies (Continued)

(2)

Credit risk management

As at 31 December 2019, 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.

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,
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 management
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—E-AEEH

BEBREARREE(E)

()

PREBRERE(E)

MBEEERERBE(E)

(2) EFERREE

R-F-hF+-A=1—
B ARBEFREHZ&SE
ERk(EE ST REEETT
BEEME AR REKTEE
18) R B ASIR R R Pt
HEAD RV BEEZRE
(8 o

RBREEBERAERERT
RBEZEERR  AKED
ERAERRETHERM -
BRAEMBEYRIE  EBE
EINREERFER FEF
R EMEEFEZF - U
TERERER BRAE 1T B AN B 38
HIERS - o BERENE
HE A BRI R ERE
WA Z AT Bl & 58 - ARE
RER AT E S FEEH R
WRERRE - - Bt s &
BERR ARBEZEER
BEARAARIE -
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32. Financial Risk and Capital Risk 32. BiXEMREXREMER(Z)
Management (Continued)

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

policies (Continued)

(2) Credit risk management (2) EERERREE(E)
(Continued)
The credit risk on liquid funds is HARRSEFTRBHRESE
limited because the majority of the RIF 2 RITHERBEET
counterparties are reputable banks THRERTEEEFRZR
or banks with high credit ratings T WRBDESZEERR
assigned by international credit AR o

rating agencies.

(3)  Liquidity risk management (3) HBELERERE

In the management of the liquidity REBRSDE SRR - &
risk, the management manages its BEBREREHKFEZR
funds conservatively by maintaining e RACEEY  RTERE
a comfortable level of cash and HES  NENBELES
cash equivalents in order to meet T AEEBZEEZIERIT
continuous operational need. The BMEREERE UAME
management will also closely MEZRBESTEREE
monitor the cash flow generated & AEBEFRBEITRG K
from operations and the Group’s MR ESF 2 EEESER
needs for different types of external MEBESZEEZRIR - 578
financing and will negotiate for proper AEERSRBES 2
facilities and consider proper means ZE— D BRRE R
of equity financing as appropriate. REt T2 AREE -

Further details of measures taken in
order to improve the liquidity of the
Group are explained in note 2 to the
consolidated financial statements.
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32. Financial Risk and Capital Risk
Management (Continued)

(a) Financial risk management (Continued)

(ii)  Financial risk management and
policies (Continued)

(3)

Liquidity risk management
(Continued)

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.

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.
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32. BiXEMREXREMER(Z)

(a) HMBEABERE)

(i) BBEREBEREREKZ(E)

3)

RBETEREE ()

R REEAIRARES
BEHBEY  WHART
EFRE  ERALENE
BRBESES  BIRAR
5% R S M E A

TERFAMAREEREN R
BZBRTAEHBNEBBER - T5
ERMBREZARMRARE
MEBARAKREE A LA
ZEFBHME - TRERE
MERETERERE -
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32. Financial Risk and Capital Risk 32. BiXEMREXREMER(Z)
Management (Continued)

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

policies (Continued)

(3)  Liquidity risk management (3) RBELEBEREE)
(Continued)

On demand Total Carrying
or less than More than undiscounted amount at
1 year 1 year cash flows 31112/2019

R=Z-h%F
RERS AEERE +-A=1+-A
SR-F SR-% RESE REAE
HK$°000 HK$000 HK$°000 HK$°000
BEFT BEFR BETR BEFT

2019 “Z-NE
Other payables HiERFTE
Amounts due to a shareholder ~ JERRE A
Amounts due to directors L EES
Convertible bonds ARES
Promissory note payable ERENRE
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32. Financial Risk and Capital Risk
Management (Continued)

(a) Financial risk management (Continued)

(ii)  Financial risk management and
policies (Continued)

(3)

Liquidity risk management
(Continued)

. : e il 55 -
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32. BiXEMREXREMER(Z)

(a) HMBEABMERE)

(i)

On demand
or less than

-

BE—FT—NF1T _HA=1—"HIFE

— NLF FH

MBEEERERBE(E)

3)

More than
1 year

RBETEREE ()

Total
undiscounted
cash flows

Carrying
amount at
31/12/2018

SR

HK$000 HK$'000 HK$000 HK$'000

BT BETT B¥TT BEFT
2018 —EN\E
Obligations under financial leases BiAME & (T 58 - 58 58
Other payables HiERFTE 36,981 = 36,981 36,981
Amounts due to a shareholder  JEfTRE A = 62,540 62,540 62,540
Amounts due to directors ERNESHE 10,540 = 10,540 10,540
Convertible bonds R ES 150,000 = 150,000 150,000

197,579 62,540 260,119 260,119
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32. Financial Risk and Capital Risk 32. BiXEMREXREMER(Z)
Management (Continued)

(b) Capital risk management (b) EXEBREE
The Group’s objectives when managing capital TEEBBEEERZ BN RAREREEFR
are to safeguard the Group’s ability to continue BRE e NARFRER R KA
as a going concern in order to provide returns for HibFlzs A& REF = - W RE
shareholders and benefits for other stakeholders BREELUBIR B AR ©

and to maintain an optimal capital structure to
reduce the cost of capital.

In order to maintain or adjust the capital BRI ERERE  AEBE A AR
structure, the Group may adjust the amount of ENTFREZRESTE REEATR
dividends paid to shareholders, return capital to R BATHRG Sk BB E LR AET o

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

Consistent with others in the industry, the Group HERNHEMMPE N AEEIRFEE
monitors capital on the basis of the net debt-to- BRI RERER o kR PUFEKR
equity ratio. This ratio is calculated as net debt AR E - FEBUAER(BERS
divided by total equity. Net debt is calculated EWBRARAIRZ B RIERBAE)
as total liabilities (including current and non- BWEERECEEMTE - BiERELR
current liabilities as shown in the consolidated B IEIRR TR 2 s o

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. Financial Risk and Capital Risk
Management (Continued)

(b)

(c)

Capital risk management (Continued)

During 2019, the Group’s strategy was
unchanged from 2018. The net debt-to-equity
ratios at 31 December 2019 and 2018 are as
follows:
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32. BiXEMREXREMER(Z)

(b) EXEBERE)

RZZ—NFR - FAEEZRE(E-Z
— N\ FREFTE) B FEFE R
KEFRABEZKE - R_T—NFR
—E-N\EFF+ A=+ —HZFERY
LT

HK$’000 HK$°000

BT T BT
Total debts BT 294,118 260,119
Less: Cash and cash equivalents B Be kIR EEY (296) (243)
Net debt HETS 293,822 259,876
Total equity farEas 22,008 143,380
Net debt-to-equity ratio FEBEERLE 13.4 1.8

Fair value measurement

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

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

(c) AFEFE

AEEYEMBEERMBABEFTER
BUEEARTEE -

EER/NEAMBERRERZVBE
ErMBaBE REERLATHERS
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33. Particulars of Subsidiaries

Particulars of the Company’s subsidiaries at 31
December 2019 were as follows:

Issued and

fully paid

share capital/

registered

Place of capital*

incorporation/ Forms of BRR

Name of subsidiaries operation legal equity HRRE/

WELRER ARy RERE  hEERRA s

Kanstar Environmental Technology Group  British Virgin Islands ~ International Business US$1,000

Limited (BVI) Company 100057
ABRIRE BIRAEH A

Win Easy International Limited British Virgin Islands  BVI Business Company Ut

ABRIRE EERAREHRAA (B

Polyard Petroleum Resources Development  British Virgin Islands ~ BVI Business Company USS1

Inc. ABRIRE EERAREHRAA 1%

Mexford Holdings Limited British Virgin Islands ~ BVI Business Company US$50,000

ERARARAT ABRIRE EERARSHRA 50000570

Carson Coal Trading Co., Limited Hong Kong Limited Liability HKS!1

EREEREERRDT ) Company BT
BRERAT

Blue Sky Power Company Limited Hong Kong Limited Liability HK$30,000,000

EXENERAA 35 Company #%30,000,0007
ARERAT

Modern Lucky International Limited Hong Kong Limited Liability HKS2

FERERARAT (3] Company B
BREAT

Polyard Petroleum (Hong Kong) Limited ~ Hong Kong Limited Liability HKS!

BREH (B%) BRAA B Company BT
BREAAT

Polyard Petroleum International Company ~ Macau Limited Liability MOP40,000,000

Limited £R Company 40,000,0001275%
RRRHERARL EREEAT
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33. MIBARFE

GEICEUNNE

Proportion of nominal value of issued capitall
registered capital held by the Company

KREREZERARE/
BRECY ]
2019 2018

ut S} e St
Directly Indirectly  Directly Indirectly
B B ER B
100% = 100% -
100% = 100% -
100% = 100% -
= 100% = 100%
= 100% = 100%
= 100% = 100%
= 100% = 100%
= 100% = 100%
= 100% = 100%

=/

RZZE-—NFFTZA=+T—0  XARZHE

n

Principal activities

IRRE
Investment holding
REZR
Investment holding
REZR

Investment holding

RAR

Investment holding

Dormant

EE:H

Operation of power plant
LEmeE

Investment holding

REZR

Dormant

i)

Investment holding

REZR



R
= 3

=4 Notes to the Con

33. Particulars of Subsidiaries (Continued)

Name of subsidiaries

KELRER

Sinotech Palyard Petroleum Exploration &
Development Research Institute Limited

THERERSRRENARARAR

Sinotech Polyard (Beijing)
Resource Science and
Technology Limited

HHER (1R) BRHEERAT

Polyard International Mining
Company Limited
BRAREEERAR

Joyful View International Limited

ERERARAA

Polyard Petroleum
Philippines Company Limited, Inc.

Mass Leader Inc.

China International Mining
Petroleum Company Limited

hEERERDAERAT

Place of
incorporation/
operation
AR/ EEnL
Hong Kong

Bk

PRC
1

Hong Kong
Bt

British Virgin Islands
ABRIEE

Philippines
FrzE

British Virgin Islands
ABRARE

Hong Kong
B

Forms of

legal equity

EERRNA

Limited Liability
Company

BREALT

Limited Liability
Company
BREFAR

Limited Liability
Company
BRERAT

BVI Busingss
Company
EBRIHEERRA

Limited Liability
Company
ERERAT

BVI Business
Company

FERAEEARLT

Limited Liability
Company

RREALT

None of the subsidiaries had issued any debt securities

at the end of the year.
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33. MIBATFEE

Issued and
fully paid
share capital/
registered
capital®
BEAR
HRkx/
e
HK$100,000
5100,00070

HK$4,000,000
#4,000,0007T

HK$1,000,000
#%1,000,0007

USs1
%7

PHP10,000,000
10,0000005%

US$50,000
50,0007

HK$10,000,000
5100000007

X

Proportion of nominal value of issued capitall

registered capital held by the Company
ANAREERRE/
AR AL
2019 2018
ZE-1F Z§-1\F

Directly
B

Directly
E#
- 10% -

Indirectly
i

Indirectly
M
0%

= 925% = 925%

= 100% = 100%

100% -

100% -

= 100% -

100%

- 63% -

63%

- 63% - 63%

T-hEEH

Principal activities

IERH

Provision of consultancy
services for oil and
gas exploration and
development

FERSHRRER
BERE

Provision of consultancy
services for oil and
gas exploration and
development

FERRHRRER
BRERE

Investment holding

REZR

Investment holding

REER

Dormant

TE2H

Investment holding

RAfk

Mineral and energy
related business

COLEL LS

& BEMBARBITEMNERES °
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34. Details of Non-Wholly-Owned
Subsidiaries that have Material Non-
Controlling Interests

The table below shows details of non-wholly-owned
subsidiaries of the Group that have material non-
controlling interests:

Notes to the Consolidated Financial Statements

T T I R

BHAHEBRERRRAE

34, BEHEAGEHMEERS Y E2EHEA
R

TRINTASEREERHEN R IR
BB ARIFS

Proportion of ownership interest  Total comprehensive income

Place of incorporation/ and voting rights held by (expense) allocated to Accumulated
Name of subsidiary principle place of business non-controlling interests non-controlling interests non-controlling interests
AL/ FEHERRMRERER FEHEER
KEATEHE ITRENE REZELS Fris2 WA (i) R FEEER
2019 2018 2019 2018 2019 2018
NE C8-AF B\ Z8-RE C3-0F
HKS$'000 HK$1000 HKS$'000 HK$000
BETT BB BEFT BT
Mass Leader Inc. BVI/Hong Kong 37% 37% (6) (3) 106 12
AERAHE/BE
China International Mining Petroleum  Hong Kong 37% 37% (31,845) 282 22,396 54241
Company Limited (3
hEEREXARARAA
Sinotech Polyard Petroleum Hong Kong 30% 30% (842) (671) (4,945) (4,103)
Exploration & Development Bk
Research Institute Limited
R ARARERRER AR ARAT
Individually immaterial subsidiaries 155 234 402 247
with non-controlling interests
WEEH B ERPRER
KB
(32,538) (158) 17,959 50,497
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34. Details of Non-Wholly-Owned
Subsidiaries that have Material Non-
Controlling Interests (Continued)

Summarised financial information in respect of each
of the Group’s subsidiaries that has material non-
controlling interests is set out below. The summarised
financial information below represents amounts before
inter-group eliminations.

Mass Leader Inc

0 w the Consbl

idated Financial Statements

34.
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For the year ended 31 December 2019
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BEEAFEFMERZFZENER
AFE(E)

AEBBEAEAFEHIERE 2 ZHBEAR 2
MEEMEERIIMT - TXZHBEERBE
ETRKENHHA S °

HK$°000 HK$°000

BEF T BT
Current assets B EE 14,072
Non-current assets FERBEE 10,000
Current liabilities nEAE 23,767
Non-current liabilities ERBEE -
Equity attributable to owners of RARER NELEZR

the Company

Non-controlling interests FEFE S R A

Revenue g -
Expenses X

Loss for the year AEEEE

Loss attributable to owners of RARER ARG R

the Company

Loss attributable to ISR RS PR B 1B

the non-controlling interests

Loss for the year AEEEE
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Notes to the Consolidated Financial Statements

Polyard Petroleum International Group Limited BHAMBEREBEGREAT

34. Details of Non-Wholly-Owned

Subsidiaries that have Material Non-

Controlling Interests (Continued)

Mass Leader Inc

34. BREAFEFMERZFZENBL

AFHE(E)

Other comprehensive income attributable
to owners of the Company

Other comprehensive income attributable
to the non-controlling interests

RABHEEANBIEEM
EE WS

FRIE R R R E At
EERE

Other comprehensive income for the year R4S H 2@k
Total comprehensive expense attributable  ZN2 A1 A ARG

to owners of the Company *EXHERE
Total comprehensive expense attributable — JF#%HI M AE S (b

to the non-controlling interests FEXHBE
Total comprehensive expense for the year ANFEZ2E X H 4%
Net cash outflow from operating activities &4 ¥R R F5
Net cash inflow from investing activities KEEBRESBAFRE

Net cash inflow from financing activities

BETSHRSRAFER

Effect of foreign exchange rate changes  /ME[EREE) 2 /&
Net cash inflow RERMAFHE
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34.

Details of Non-Wholly-Owned

Subsidiaries that have Material Non-
Controlling Interests (Continued)
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34. BEEAFEFMERZFZENBL

China International Mining Petroleum Company Limited

HEEREEA HERAA

AFHEE)

HK$’000
BEFT

HK$°000
BT T

39,632

361,527

267,200

Current assets B EE

Non-current assets FEMBNEE

Current liabilities nEEE

Non-current liabilities ERBEE

Equity attributable to owners RABER AEIEER

of the Company

84,394

Non-controlling interests

FEIZ Il 1 R an

49,565

374

Other income HEalA
Expenses iz
Share of result of a joint venture IR EhEEE

(Loss)/profit for the year

FA (BB &

(Loss)/profit attributable to owners of
the Company

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

ARAEE AR (58)
%
SRR (558

F

207

122

(Loss)/profit for the year

FAEE) M
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Polyard Petroleum International Group Limited BHAMBEREBEGREAT

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

China International Mining Petroleum Company Limited

o Bl B P S A A PR 2 &)
HK$°000 HK$000
BET T BETT

Other comprehensive (expense) income AR FIHEAB AELEAM

attributable to owners of the Company Z2EE=

Other comprehensive (expense) income — FE¥EHIEiES B H
attributable to the non-controlling 2EWE
interests

Other comprehensive (expense) income AR EH 2 mEUkEE
for the year

Total comprehensive (expense) income RAEER AFES

attributable to owners of the Company EHE WA

Total comprehensive (expense) income FEAE B MR S A
attributable to the non-controlling el et
interests

Total comprehensive (expense) income for ANFE 2 HE Kz EHE
the year

Net cash outflow from operating activities &2 ¥ KR & R H F5

Net cash outflow from investing activites R & EEHIR S R HF5E

Net cash inflow from financing activities BB EBRESRAFRE

Effect of foreign exchange rate changes  /MNE[E R F) 2 272

Net cash inflow (outflow) BeEnrA Citl) F8
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34. Details of Non-Wholly-Owned 34. BEEERFEFIMERZIZEMBA
Subsidiaries that have Material Non- AFE(E)
Controlling Interests (Continued)

Sinotech Polyard Petroleum Exploration &

Development Research Institute Limited

PREEAESREEMREARA R

HK$°000 HK$°000

BEF T BT T
Current assets B E 39,114
Non-current assets FEMENE E 1,000
Current liabilities nEEE 53,791
Non-current liabilities EREEE =
Equity attributable to owners of RAEIER ARG

the Company

Non-controlling interests FEFE S R
Other income N
Expenses X
Loss for the year AEEEE
Loss attributable to owners AARER AELER
of the Company (1,566)
Loss attributable to the T HI MR R R R

non-controlling interests

Loss for the year AFEEEE
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34.

Details of Non-Wholly-Owned

Subsidiaries that have Material Non-

Controlling Interests (Continued)

34. BREAFEFMERZZFZENBEL
AFE(E)

Sinotech Polyard Petroleum Exploration &

Development Research Institute Limited

A E AAEERAEMREREERA A

Other comprehensive income attributable
to owners of the Company

Other comprehensive income attributable
to the non-controlling interests

ARBHEA ANEHEEM
EEKE

IRl R R E At
EERE

Other comprehensive income for the year AFEH 2w
Total comprehensive expense attributable  ZN2 A1 A A &G

to owners of the Company 2EX LR
Total comprehensive expense attributable — JF#%HI Mg (b

to the non-controlling interests EX LB
Total comprehensive expense for the year ZARFE 2 E S H 425
Net cash inflow (outflow) from operating

activities KE¥BREREFE
Net cash inflow from investing activities REEHRSRAFE
Net cash inflow from financing activities BEESHRSRAFE
Effect of foreign exchange rate changes  YMNEERE ) » 2
Net cash inflow (outflow) e FEE
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35. Information about the Statement of 35. BEAAQATMBRRERZ2ER
Financial Position of the Company

Note HK$’000 HK$000
Mtat BEFT BT T

NON-CURRENT ASSETS FREBEE

Property, plant and equipment Y - R MERE - =

Interest in subsidiaries NN 222,332 228,024
_________________________________________________________________________________ 222,332 228,024
CURRENT ASSETS REBEE

Other receivables E fhpE Y SRIE 209 209

Cash and bank balances & KIRITEERR 8 10
_____________________________________________________________________________________ 217 219
CURRENT LIABILITIES RBAE

Other payables H A ERT5RIE (47,815) (25,647)

Amounts due to directors FEfNEEFRIE (776) (136)

Convertible bonds ARG S (150,000) (150,000)

Promissory note-payable I ESNES (2,000) =
________________________________________________________________________________ (200,591)  (175,783)
NET CURRENT LIABILITIES = #F#@&a® (200,374) (175,564)
TOTAL ASSETS LESS CURRENT #EERBABER
CHABILITIES 21,988 52,460
NON-CURRENT LIABILITY FREEE

Amounts due to a shareholder FEAS AR BR RUE (1) -
NET ASSETS FEE 21,957 52,460
CAPITAL AND RESERVES BAE#E

Share capital % A< 117,502 117,502

Reserves i (i) (95,545) (65,042)
TOTAL EQUITY R 21,957 52,460
Approved and authorised for issue by the board of KEFER_ZE_TFA-THAZKAREK
directors on 22 June 2020. RETIED -

ZHAO Zhiyong LIN Zhang HEE ME
Director Director EZa EF
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35. Information about the Statement of
Financial Position of the Company
(Continued)

()
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Reserves

EET

R Y A e

35.

BHAHEBRERRRAE

I
of
»

BFRARRAMBMRRRZER(E)

(i) f#E

Share  Accumulated  Contributed
premium losses bonds reserve
RAEE ZithE TRRESRE
HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT
At 1 January 2018 R=Z-\F-fA—-H 998,012 (1,040,882) 3,285 (39,585)
Loss for the year TEEEE - (25,457) - (25,457)
At 31 December 2018 and WZB-NE+-A=1-H
1 January 2019 R=2-h5-A-H 998012 (1,066,339) 3,285 (65,042)
Loss for the year rEERE - (30,503) - (30,503)
At 31 December 2019 W-B-NF+-A=1-H 998,012 (1,096,842) 3,285 (95,545)
(a) Nature and purpose of reserves (a) RHEZMEEREH

(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)  BHEE

REFSHESQRADE(RE
71) 5228 « ARAZ KM
i (B AT AR A 20 R SR A< ARLSC
TRUR - AR RE AR
BERXESAAZRE
R B BE 3 I SR A BB
& ARRAFRENEER
AEELH 2 BIBES -




35.

Z

Notes to the Consol

Information about the Statement of 35.

Financial Position of the Company
(Continued)

(i) Reserves (Continued)

(a) Nature and purpose of reserves
(Continued)

(i) Convertible bonds reserve

The convertible bonds reserve
has been set up and is dealt with
in accordance with the accounting
policies adopted for convertible
bonds in note 4 to the consolidated
financial statements.

(b) Distributability of reserves

At the end of the reporting period, the
Company had no reserves available for
distribution to owners of the Company
(2018: HK$NIl).

3 - b
idated Financial Statements
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BERAQARAMBRRRZER (F)

(i) RBE)

(a) REHEZMHEREN(E)

(i) AR ES G

AR EAFFEBEE R -
W AR IBAR & B 75 BRI 54
P AT AR E S RN 2 &
AHERREEIE ©

(b) HEDIKEE
R|ERAR RARLERFEED

HDRTARRFEAA(ZZE—N
FoE)
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36.

—ENFT_A=1T—HIFFE

Events after 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. Up to the date
of this report, the $25M CB A2 is still outstanding and
had not been called for repayment. The Company and
the Original Holder are in the negotiation regarding
the settlement arrangement of $25M CB A2.

On 3 January 2020, the Company has entered into
a memorandum of understanding (the “MOU”) 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.
Up to the date of this report, the Company is still in
the negotiation with the subscriber regarding the terms
and conditions of the share subscription. The MOU
is still in validity.
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36.

BHAHEBRERRRAE

BREMRER

R-Z-TF—F=H  AARERIHAT
BEEBBRAR(REDEITTAAEEREY
ROMFBERSR(REEHESRE])  RIEE
FEHERRFEAFHEETRRESRA ([RiF
EAD - RAAB - TRREFANREFEAER
SRS AN 4 & 56 #575,000,0007T (7,500 7T
ABBRESFA DN BRRESEBERE -
BB ARERE 2 HMFE—RRERE - R
AETEERREREEE2AR=T@EAR
BRNBEEARBRESA - HREBERD
/) AT IR AR (B 5 AR AR & #2 BE % 625,000,000
(12,5008 T Al A EHA2 D TIAREZ B AR
BHEBT - WHARRNRKEEH G MR L4
BR EINEERE BEEARESH A7
i#/K2,5008 7T [ AR B HA2 - BREEKE
B o ARAI RRFEA AL Z2,5008 7T A
BREHFA2NEELTHEETREZ

RIZB-ZF—A=H ARG HERHE
BAREBRAB(TRBBADRL— T/J}Hxﬁw
BrmRAETER(TETE]) - Bt - A2
BB - MR AR E 200,000, OOOH&H&
0 BRERR0.188T - BARRMBERE
RO EBEREMA - EEARRER » AR
R AR A BB R - LB
REFRE -




36.

37.

Events after the Reporting Period
(Continued)

On 31 December 2019, a wholly-owned subsidiary of the
Company entered into a legally binding memorandum of
understanding (“MOU”) with an independent third party
pursuant to which the subsidiary of the Company has
agreed to dispose the entire interest in Modern Lucky
International Limited and its subsidiaries which held 89%
equity interest in Central Luzon Gas Project (“Disposal
transaction”) at the consideration of HK$1. Subsequent
to the reporting period, on 19 June 2020, the Disposal
transaction had been completed.

Subsequent to the end of the reporting period, the
outbreak of novel coronavirus (“COVID-19”) in January
2020 has caused disruptions to many industries,
including oil and petroleum industry, in China as well
as other countries. These disruptions have inevitably
posed a significant threat to the global economy in 2020.
Despite the challenges, governments and international
organizations have implemented a series of measures
to contain the epidemic. The time duration and scope
of these disruptions cannot be accurately assessed at
this point in time. Given the dynamic nature of these
circumstances, the financial impact will be reflected in
the Group’s subsequent financial statements. The Group
will closely monitor the development of the epidemic and
assess its impact on its operations.

Subsequent to the year end, the recent drop in
international crude oil price caused by the price cut in
Saudi Arabia may potentially cause a reduction in capital
and operating expenditure by the customers which may
result in a slow-down in the overall exploration and
production activities and casts uncertainty over the
future development of the industry. The Group has been
actively communicating with its major customers on the
progress of their ongoing and future projects. Up to the
date of this report, the impacts of the drop in the oil
price on the Group’s ongoing and future projects remain
uncertain and it is unable to quantify the related financial
effects. The Group will continue to monitor and assess
the international crude oil price and evaluate its financial
impact on the Group.

Comparative Figures

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

RZB-—NAF+_A=+—0 FRA—HE2E
BEZMBLARE—RBYE=F%] TRAAX
BOR N zmEETSR((mEET]) - &t -
ARAHHBRRERABAEEITKELEN
ERBEBRERARARERTERAARABFHE
89% k2 MBARIMEHBRE(THERS]) °
i&%;ﬂ?ﬁ TRIZBZEFERATAR  HERS
BT °

WMEBHERE RZT_TF-ANAERRS
([COVID-19)) /&3 - SR BIA K H b B RA0RF
ZOR(BRAMBITR)EKTITE © FLITEN
AR — T~ DENSICERBK T ERE
B - BEMRYD - B EEUT B AR IERE
T —RIFEHEAGBHE —RITE - B AIEAERE
A E LT RS BN R ANEE - ERELER
MEENE - MBEERRRENEENREN
BRKRTD - AEBERBIERZRITRNER
WHEEHEBHNZE -

HER 2K - AR R A A 8 58 K R (B
1% BHERRETK  ARENEPNER
MBS R D - Al e SR BB RNAEE
ABBELARTENRRERGRIEEN - KX
SE-EEIBZEPHAETFEETHHIEBEMAK
RIRERERETREAR - BERNREHM 2
B HE THREAEEEEETMARRIAE MY
BHTEE BABLRBNBTE - AKERK
BESRLTEBERRAER  LHFGEEHEAS
ERMBEEE -

HBHF
ETBFETHE  UHARFEMNZFHR -
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Five Year Financial Summary

EFMBERE

Polyard Petroleum International Group Limited

For the year ended 31 December 2019

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

BHAHEBRERRRAE

HE_Z-NF+_A=+—HILEFE

AEERBEREMBRFREZHEEE

BENMA
BEZBMERBEARE 2 EBREARM BRI
BT

For the year ended 31 December

BE+-A=1+—HLEE

2015 2016 2017 2018
—T-RF ZT—RF ZE—+tF ZT)\F
HK$°000 HK$’000 HK$°000 HK$’000 HK$’000
BETT  EEFrT BT BETr  BETFT
Turnover e — — — — —
Loss attributable to i fay g
— Owners of the Company  — A2 FIHES A (99,583)  (51,694)  (31,992)  (40,694)  (88,611)
— Non-controlling interests ~ — JFi%E 5|4 (38,360) 29,855 6,934 (348)  (32,100)
(137,943) (21,839) (25,058) (41,042) (120,711)
Assets and liabilities EEREE

At 31 December

R+=HA=+—H

2016 2017 2018

—TXFE —T—+F —T—)\F
HK$'000  HK$000  HK$'000  HK$'000  HK$'000
BT EEFor BT BT BETFRT
Total assets BaE 273,781 371,898 402,308 403,499 316,126
Total liabilities paE (107,160)  (163,901) (217,239)  (260,119)  (294,118)
Net assets BEE 166,621 207,997 185,069 143,380 22,008
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