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CEQO’s Statement and Management Discussion and Analysis

THRARHEEERERE D

To Shareholders:

On behalf of the board of directors (the “Board”), | hereby present
the results of China Energy Development Holdings Limited (the
“Company”) and its subsidiaries (collectively the “Group”) for the
year ended 31 December 2017.

Operating Results

During the year, the Group recorded a revenue in the amount of
approximately HK$13,039,000 (2016: HK$1,117,000). The Group's
revenue was derived from the money lending business segment of
HK$409,000 (2016: HK$1,103,000) and the exploration, production
and distribution of natural gas segment of HK$12,630,000 (2016:
Nil). The sales of food and beverages segment did not contribute any
revenue to the Group (2016: HK$14,000).

The Group recorded a loss attributable to the owners of the
Company in the amount of approximately HK$235,510,000,
compared to a loss of approximately HK$162,688,000 during last
year. The increase in loss was mainly due to the increase in
impairment losses of (1) intangible assets and (2) exploration and
evaluation assets of the Group’s exploration, production and
distribution of natural gas segment in the amounts of
HK$162,000,000 (2016: HK$100,000,000) and HK$39,000,000
(2016: HK$24,000,000) respectively. Loss per share attributable to
the owners of the Company was 2.48 HK cents (2016: 1.71 HK
cents).

Business Review

Exploration, Production and Distribution of Natural
Gas Segment

During the year, the Group acquired a subsidiary which owns an
operating entity which is principally engaged in investment in natural
gas pipeline and distribution of natural gas in Xinjiang. The operation
contributed revenue of approximately HK$12,630,000 since
acquisition. The acquisition is intended to diversify our natural
resources business to the downstream distribution. The diversified
operations is hoped to enable our Group to better cope with the
changing environment in the natural resources segment.
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CEO’s Statement and Management Discussion and Analysis

THRRHBREAETEETRE DT

The Group’s wholly-owned subsidiary, Totalbuild Investments Group
(Hong Kong) Limited and its subsidiaries (“Totalbuild Investments
Group”) entered into petroleum contract with China National
Petroleum Corporation (“CNPC") for the drilling, exploration,
exploitation and production of oil and/or natural gas within the
specified site located in North Kashi Block, Tarim Basin, Xinjiang, PRC
(the “Petroleum Contract”). The term of the Petroleum Contract is
for a term of 30 years commencing 1 June 2009.

On 27 December 2017, the Company reached settlement with the
vendor of Totalbuild Investments Group pursuant to which the
Company is applying to the Cayman Court for discontinuance of the
Litigation (as defined below). Details of the Litigation are further
disclosed in the section headed “Litigation” in this Annual Report.

Under the Petroleum Contract, the Group shall apply its appropriate
and advanced technology and management expertise and assign its
competent experts to perform exploration, development, and
production of natural gas and/or oil within the site. Under the
Petroleum Contract, in the event that any oil field and/or gas field is
discovered within the site, the development costs shall be borne by
CNPC and the Group in the proportion of 51% and 49%,
respectively.

According to the original Petroleum Contract, the exploration period
covers 6 years. The managements have devoted much of its resources
during the period in exploration and research studies.

The development period of any oil/gas field will start from the date
of the completion of the Overall Development Program (“ODP").
ODP is a document that is required to be approved by the relevant
government authorities before the development can commence. ODP
comprises a formal development engineering plan, backed up by
survey results and relevant studies, together with a full economic
analysis and time schedule of the development operations. However,
there was delay in finalising the ODP documentation. The production
period should start immediately after obtaining relevant government
approval on ODP.
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CEO’s Statement and Management Discussion and Analysis

THRARHEEERERE D

The ODP which signifies the transition from exploration period into
the development period of Kashi Project and the required reserve
report on the cooperation site has not been finalized. The Group
issued formal application to CNPC to apply for a two-year extension
of the exploration period of Kashi Project beyond the original
deadline of 31 May 2015. On 6 December 2017, China Era Energy
Power Investment (Hong Kong) Limited (“China Era”) (an indirectly
wholly owned subsidiary of the Company) and CNPC entered into a
supplemental and amendment contract to the Petroleum Contract
(the “Supplemental Contract”) extending the First Phase
exploration period to 5 December 2017 (i.e. the day immediately
preceding the date of the Supplemental Contract). The terms of the
Supplemental Contract further provided that (inter alia): (1) China Era
has satisfied the investment commitment in respect of the First Phase
exploration period; (2) The Petroleum Contract shall proceed to the
Second Phase exploration period on the effective date of the
Supplemental Contract of 6 December 2017; and (3) the costs
incurred by CNPC on Kashi Project between 1 June 2009 and 5
December 2017 shall be aggregated with the pre-contract costs
incurred by CNPC on the project. The costs incurred between 1 June
2009 and 31 December 2015 was in the amount of
RMB651,653,000 (mainly including three completed wells,
reconstruction of natural gas processing plant and the operating
costs incurred during the period), and the costs incurred by CNPC
between 1 January 2016 and 5 December 2017 shall be confirmed
by both parties within 12 months after the effective date of the
Supplemental Contract. All the costs incurred by CNPC shall be
recovered in kind out of the crude oil/natural gas produced from any
oil/gas field inside the cooperation site. Save as the changes expressly
stated in the Supplemental Contract, the other terms and conditions
of the Petroleum Contract shall remain unchanged.

Since the acquisition of Totalbuild Investments Group, pilot
productions were carried out at the site. 186,040,000 (2016:
180,930,000) cubic meters of gas was extracted during the year. The
information obtained from research and pilot production will form
part of the information to be contained in the application of the
ODP. The gas so produced during the pilot productions has been sold
to the local customers near the site area.
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CEO’s Statement and Management Discussion and Analysis

THRESGEEEREN WR D

As at 31 December 2017, the acquired oil/gas field has approximately
estimated contingent resources of 47.4 (31 December 2016: 47.4)
thousand barrels (“Mbbl”) of oil and 11,453 (2016: 11,544) million
cubic metres (“MMm3") of natural gas (based on Group’s 49% net
entitlement interests in Petroleum Contract). These contingent
resources are quantities of oil and gas estimated, to be potentially
recoverable from known accumulations by application of
development projects, but which are not currently considered to be
commercially recoverable due to one or more contingencies. The risks
associated with these contingent resources included the following
matters: (i) there is no definitive GSA or accurate information on
likely future sales prices; (i) the future overall development program
is still to be developed and approved; and (iii) the field is situated in a
remote location. During the year, this operation did not contribute
any revenue and the Group is still negotiating with CNPC regarding
the price term. No development and production activity was carried
out under the Petroleum Contract. The pilot-production is not
regarded as production activities as the Petroleum Contract is still in
its exploration stage and ODP has yet to be approved.

The segment loss before income tax was approximately
HK$216,136,000 (2016: HK$140,456,000). Impairment losses on
intangible assets and exploration and evaluation assets in the
amounts of HK$162,000,000 (2016: HK$100,000,000) and
HK$39,000,000 (2016: HK$24,000,000) respectively were recognised
during the current year as the carrying amounts of the intangible
assets and exploration and evaluation assets of the Kashi Project
exceeds the recoverable amount. The recoverable amount was
determined with reference to the valuation report produced by an
independent valuer.
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CEO’s Statement and Management Discussion and Analysis

THRAAHBREEEEEIwmR D

The results of operations in exploration, production and distribution
of natural gas segment and costs incurred for exploration and
evaluation assets acquisition and exploration activities are shown as
below:

(a) Results of operations in exploration, production,
and distribution of natural gas segment

Revenue Weas

Cost of inventories sold EEFERA

Other income E A A

Operating expenses ERX

Depreciation e

Impairment of intangible assets B EERE

Impairment of exploration and evaluation  &)#k & 71(E & ERE
assets

Impairment of goodwill [EENEAE

Finance cost & AR

Results of operations before income tax (AT 1554 50 X A4S & 2

expenses

(b) Costs incurred for exploration and evaluation assets
acquisitions and exploration activities

Exploration cost ENERA A

RARRYR EERDHDBIELERE - A
RBEMEFEEERBROREBESE 2K
T

(a) AARREIF LERSHEZHBZKE
ES

2017 2016
—E—tF —E—RF
HK$'000 HK$'000
FET FEIT
12,630 -
(6,793) -

147 785
(12,083) (16,038)
(2,485) (503)
(162,000) (100,000)
(39,000) (24,000)
(6,000) -
(552) (700)
(216,136) (140,456)

(b) EIERFIEEERBREFZBEL

Z A
2017 2016
—E—+F ZE—RF
HK$’'000 HK$°000
FET FT
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CEO’s Statement and Management Discussion and Analysis

THRRHBREAETEETRE DT

Information on oil/gas field and gross contingent
resources

Under the Petroleum Contract (as further supplemented and
amended by the Supplemental Contract), the First Phase exploration
period was extended to 5 December 2017 (i.e. the day immediately
preceding the date of the Supplemental Contract) and the Petroleum
Contract shall proceed to the Second Phase of exploration period on
the effective date of the Supplemental Contract of 6 December
2017. As at 31 December 2017, the Group has 5 exploration wells
and the carrying amounts of the exploration and evaluation assets
were approximately HK$369,087,000. Since the acquisition of
Totalbuild Investments Group, the exploration activities were carried
out under the Petroleum Contract. During the year, the Group
incurred operating expenses of approximately HK$12,083,000 and
186,040,000 cubic meters natural gas was extracted through the
pilot-production. No development and production activity was carried
out under the Petroleum Contract, the pilot production is not
regarded as production activities as the Petroleum Contract is still in
its exploration stage and the ODP has yet to be approved.

The reserve evaluation was conducted in accordance with Petroleum
Resources Management system, an internationally recognised reserve
standards and guideline, the details of information were set out in
the Appendix V of Competent Person’s Report to the Company’s
circular dated 3 December 2010. There is no material change of
assumption as compared with previous disclosed in the Competent
Person’s Report, except for the delay in the production schedules due
to the delay in the ODP finalisation and approval and the signing of
the GSA.

The following table summarised the estimates of Group’s 49% net

entitlement interests of the gross contingent resources in the
Petroleum Contract:

As at 31 December 2016 and 1 January 2017
FRAZAEETH

Pilot-production activity during the year

At 31 December 2017
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Oil Natural gas
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47.4 11,544

- 91)

47.4 11,453
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CEQO’s Statement and Management Discussion and Analysis

THRERGEEERE WIS

Sales of Food and Beverages Business

During the year, the Group did not record any revenue from the sales
of food and beverages business segment (2016: HK$14,000). The
segment loss before tax expenses was approximately HK$1,939,000
(2016: HK$914,000). We will continue to conduct business
development campaigns to look for new orders from new customers.

Money Lending Business

During the year, the Group generated revenue from the money
lending business operated by its indirect wholly owned subsidiary,
Zhong Neng Finance Ltd., a licensed money lender under the Money
Lenders Ordinance (Cap.163, Laws of Hong Kong) of HK$409,000
(2016: HK$1,103,000). The segment profit before tax expenses was
approximately HK$207,000 (2016: HK$1,090,000). The Group
continued to adopt a stringent credit policy to mitigate the credit risk
arising from the money lending business, resulting in a decrease in
the revenue when compared to last year.

HERMRIRHXEK

FR - AEBETERBEERMEABER DS
BRSNS (ZZ—7RF : 14,000870) ° B
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CEO’s Statement and Management Discussion and Analysis

THRRHBREAETEETRE DT

Auditor’'s modified opinion

Our auditors do not express an opinion on the consolidated financial
statements of the Group for the year ended 31 December 2017. Our
auditors are of the view that because of the significance of the
matters described in the “Basis for Disclaimer of Opinion” section of
the independent auditor’s report as set out on pages 49 to 54, they
have not been able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion on these consolidated financial
statements and whether the consolidated financial statements have
been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance in the areas
below:

1. Impairment of intangible assets and exploration
and evaluation assets

Included in the consolidated statement of financial position as
at 31 December 2017 are intangible assets and exploration and
evaluation assets with carrying amounts of HK$1,523,512,000
and HK$369,087,000 respectively (collectively referred to as
the “Assets”). As disclosed in Notes 16 and 17 to the
consolidated financial statements, the intangible assets
represent interests in a petroleum contract, which was entered
between a subsidiary of the Company, and CNPC in relation to
a project for the drilling, exploration, exploitation and
production of oil and natural gas in North Kashi Block, Tarim
Basin in the People’s Republic of China (“PRC") (the “Project”).
Exploration and evaluation assets represents costs directly
associated with exploratory wells (drilling cost and others) that
are capitalised.

As detailed in Note 17 to the consolidated financial statements,
as at 31 December 2017, an impairment assessment was
carried out by the directors of the Company on the Assets. At
the end of the reporting period, the carrying amounts of the
intangible assets and exploration and evaluation assets
exceeded the recoverable amount of the cash generating unit
to which these assets were assigned. Accordingly, impairment
losses of HK$162,000,000 and HK$39,000,000 were
recognised for the year ended 31 December 2017 on intangible
assets and exploration and evaluation assets respectively. The
recoverable amount of the intangible assets and exploration
and evaluation assets has been determined by the directors

BRBETEBITRR
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CEO’s Statement and Management Discussion and Analysis

THRARHEEERERE D

based on value-in-use calculations. These calculations included
applying certain assumptions in preparing cash flows
projections for the cash generating unit. In preparing these
projections, the directors assumed that, amongst other factors,
the ODP will be submitted and approved by relevant
government authority before 31 December 2018, the
development stage and commercial production of the oil and
natural gas field will start after obtaining the relevant approval,
and CPNC will pay the proceeds as agreed in the preliminary
gas sharing proposals before 31 December 2018 (the
“Proceeds”).

Given the Project has been delayed for a number of years, it
indicates the existence of a material uncertainty as to when the
commercial production can be started. Furthermore, despite
having various discussions with CNPC to fix the settlement of
the Proceeds, no confirmation from CNPC on the timing of the
settlement. The directors are unable to provide our auditors
with sufficient supporting documents to the above
assumptions.

There were no other satisfactory audit procedures that our
auditors could adopt to assess the reasonableness of the
assumptions in the impairment assessment. As a result, our
auditors were unable to determine whether the recoverable
amounts and impairment provisions of the Assets were
appropriately stated. Any adjustments to the carrying amounts
of the Assets as described above would have a consequential
effect on the Group’s financial position as at 31 December
2017 and of its financial performance for the year then ended,
and the elements making up the consolidated statement of
changes in equity and consolidated statement of cash flows.

Uncertainties relating to going concern

As at 31 December 2017, the Group had net current liabilities
of HK$258,872,000 (2016: HK$177,727,000) and incurred a
loss of HK$234,853,000 (2016: HK$162,688,000) for the year
ended 31 December 2017. These conditions in the current
year, indicate the existence of a material uncertainty which may
cast significant doubt about the Group’s ability to continue as a
going concern.
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Notwithstanding the foregoing, the directors of the Company
have prepared the consolidated financial statements on a going
concern basis, the appropriateness of which largely depends
upon the outcome of the underlying assumptions, as detailed
in Note 3(b)(ii) to the consolidated financial statements, which
in particular include (i) the assumptions regarding the timing of
the Project and the Proceeds as discussed in point (1) above; (ii)
the Group will be able to successfully persuade the contractors
not to insist on repayment of the construction cost payables
before the Company receives the Proceeds from CNPC; and (iii)
the group will be able to raise adequate funding through bank
borrowings.

However, the Company has not obtained any written
confirmation that CNPC will pay the Proceeds before 31
December 2018 and the contractors will not insist on payment
of the construction cost payables until the Company receives
the Proceeds from CNPC, and has not provided evidence to
support the likelihood that the ODP will be submitted and
approved as expected.

There were no alternative audit procedures that our auditors
could perform to satisfy themselves as to whether the Group
can continue as a going concern. Accordingly, our auditors
were unable to determine whether it is appropriate for the
directors to prepare the consolidated financial statements for
the year ended 31 December 2017 on the going concern basis.
Should the going concern basis be considered inappropriate,
adjustments would have to be made to write down the carrying
amounts of the Group’s assets to their realisable amount, to
provide for any further liabilities which might arise and to
reclassify non-current assets and non-current liabilities as
current assets and current liabilities, respectively. The effects of
these adjustments have not been reflected in the consolidated
financial statements.

The directors of the Company also have prepared the
consolidated financial statements for the year ended 31
December 2016 on a going concern basis. In the audit on the
Group’s consolidated financial statements for the year ended
31 December 2016, our auditors were also unable to obtain
sufficient appropriate audit evidence to assess the
reasonableness of the application of the going concern basis
and among other matters that exist in last year, and did not
express an opinion in the report.
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Financial Review
Liquidity, Financial Resources and Capital Structure

As at 31 December 2017, the Group had no outstanding interest
bearing borrowings (2016: Nil). The cash and cash equivalents of the
Group were approximately HK$171,926,000(2016:
HK$203,719,000). The Group's current ratio (current assets to
current liabilities) was approximately 55.7% (2016: 62.5%). The ratio
of total liabilities to total assets of the Group was approximately
27.6% (2016: 22.7%).

As at 31 December 2017, the convertible notes outstanding principal
amount of HK$679,670,000 due in 2041 not carrying any interest
with right to convert the convertible notes into ordinary shares of the
Company. The conversion price is HK$0.168 per share (subject to
adjustments) and a maximum number of 4,045,654,761 shares may
be allotted and issued upon exercise of the conversion rights attached
to the convertible notes in full. During the year, no convertible note
was converted to ordinary shares of the Company.

In June 2015, the Group commenced legal actions against the
holder(s) of the convertible notes. On 27 December 2017, the
Company reached settlement with the vendor of Totalbuild
Investments Group pursuant to which the Company is applying to
the Cayman Court for discontinuance of the Litigation (as defined
below). Details of the Litigation are further disclosed in the section
headed “Litigation” in this Annual Report.

Charge of Assets

None of the assets of the Group were pledged as security for any
banking facilities and borrowings as at 31 December 2017 and 2016.

Exchange Exposure

The Group mainly operates in Hong Kong and PRC and the exposure
in exchange rate risks mainly arises from fluctuations in the HK dollar
and Renminbi exchange rates. Exchange rate fluctuations and market
trends have always been the concern of the Group. The policy of the
Group for its operating entities operates in their corresponding local
currencies to minimize currency risks. The Group, after reviewing its
exposure for the time being, did not enter into any derivative
contracts aimed at minimizing exchange rate risks during the year.
However, management will monitor foreign currency exposure and
will consider hedging significant foreign currency exposure if
necessary.
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Capital Commitments

The Group had capital commitments of approximately
HK$141,254,000 and HK$123,900,000 as at 31 December 2017
(2016: HK$131,677,000 and HK$115,500,000) in respect of
exploration and evaluation expenditures and capital contributions in
a subsidiary respectively.

Litigation

Reference is made to the announcements of the Company (a) dated
16 September 2013 in relation to media reports about Mr. Wang
Guoju; (b) dated 7 June 2015 in relation to charges against Mr.
Wang Guoju for illegal operation crime involving allegations about
improper conduct during the obtaining of the Petroleum Contract
(the “lllegal Operation Charge”); (c) dated 17 June 2015 in
relation to the commencement of the litigation (the “Litigation”) in
the Grand Court of the Cayman islands (the “Cayman Court”)
against (inter alia) the defendants (including Mr. Wang Guoju and UK
Prolific, collectively as the “Defendants”) with the view to obtaining
Cayman Court’s order to have the Totalbuild Transaction declared
void or rescinded and have damages awarded to the Company; (d)
dated 25 June 2015 in relation to the obtaining by the Company of
the Injunction Order from the Cayman Court restraining the
Defendants from disposing of, transferring, dealing in, diminishing
the value of or exercising voting rights in respect of 1.86 billion
issued Shares (the “Restrained Shares”), and restraining the
Defendants from converting convertible bonds representing
13,366,190,476 underlying Shares (the “Restrained CBs"); (e) dated
18 August 2015 in relation to the continuation of the injunction
order (the “Injunction Order”) against the Company’s undertaking
not to issue or deal with additional Shares or securities without leave
of the Cayman Court until the conclusion of the trial relating to the
Litigation or further order by the Cayman Court (the “Company’s
Undertaking”); and (f) dated 6 December 2017 in relation to the
signing of the Supplemental Contract between the Group and CNPC
to extend the First Phase exploration period by way of supplement
and amendment to the original Petroleum Contract.
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In December 2017, the Company was informed by Mr. Wang Guoju
and his legal representative that the lllegal Operation Charge against
Mr. Wang Guoju was acquitted. On that basis and after taking legal
advice from the Company’s legal advisers, the Company has on 27
December 2017 reached settlement with the Defendants pursuant to
which the Company is applying to the Cayman Court for
discontinuance of the Litigation, as a result of which the Injunction
Order and the Company’s Undertaking would be discharged such
that the Defendants should no longer be restrained in respect of the
Restrained Shares and the Restrained CBs. The Board will update
shareholders and the public on any material development of the
Litigation by way of announcement if and when appropriate.

Contingent Liabilities

Save as any contingent liabilities which may arise from any of the
litigations disclosed in this announcement, the Group had no other
material contingent liabilities as at 31 December 2017.

Employee Information

As at 31 December 2017, the Group had a total workforce of 35
(2016: 18). The Group remunerates its employees based on their
work performance, working experiences, professional qualifications
and the prevailing market practice.

Prospects

Exploration, Production and Distribution of Natural
Gas

The acquisition of the distribution of natural gas business in Karamay,
Xinjiang is intended to strengthen our natural resources operation.
We are hopeful that the exploration, production and distribution of
natural gas business would continue to grow and make contribution
to the revenue of the Group. Further to the signing of the
Supplemental Contract and the settlement reached between the
Company and the Defendants to discontinue the Litigation in relation
to the Kashi Project, the Company will continue to focus on the
development of the Kashi Project with the view to achieving
sustainable growth for the benefit of our shareholders.
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Sales of Food and Beverages Business

The food and beverages business of the Group did not perform well
in recent years. The Group will continue to conduct business
development campaigns to look for new orders from new customers.

Money Lending Business

The management will continue to look for high quality borrowers to
achieve business growth while keeping risk to controllable level.

Appreciation

Looking forward, we will continue our proven strategy of fostering
opportunity for sustainable growth with the aim of enhancing return
for our shareholder. Finally, on behalf of the Board, | would like to
take this opportunity to express my sincere gratitude to a team of
devoted staff for their outstanding service and to our shareholders
for your continued support.

Zhao Guogiang
Chief Executive Officer & Executive Director

Hong Kong, 28 March 2018
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Executive Directors

Mr. Zhao Guogiang, aged 60, joined the Company as an executive
director in December 2009 and was elected as the chief executive
officer on 29 December 2009. He graduated from his study for
Physics at Qufu Normal University. He has nearly 35 years of working
experience in exploration and exploitation of petroleum industry. He
acted as senior engineer in Sinopec Shengli Oilfield Company (the
“Shengli Oilfield”) and was awarded the Top-notch talent from
China Petroleum & Chemical Shengli Oilfield. Mr. Zhao was
appointed as an alternative director to Dr. Gu Quan Rong on 29 June
2015.

Non-Executive Directors

Dr. Gu Quan Rong, aged 53, joined the Company as a non-
executive director in September 2014. He obtained a bachelor degree
and a post-doctoral degree in Organic Chemistry from Nanjing
University in 1987 and 1996, respectively, and a doctorate degree in
mineral processing from China University of Mining & Technology,
Beijing in 1993. He is an expert in chemistry, energy, biodiesel and oil
and gas. Between 1996 and now, he held the positions of Associate
Professor, Professor and Vice Dean for Scientific Research in Nanjing
University, and had been a Visiting Scholar in Wayne State University,
United States and University of Regina, Canada and a Senior Research
Fellow in University of Alberta, Canada. He had worked with leading
oilfields in China such as Daging Oilfield, Shengli Qilfield and Dagang
QOilfield, and been the Chief Scientist of energy companies in North
America.

Ms. Ngan Mei Ying, aged 36, joined the Company as a non-
executive director in April 2017. She graduated from Lingnan
University, Hong Kong in 2003 with a bachelor’s degree in
accountancy. She is a fellow member of the Association of Chartered
Certified Accountants and has over 10 years of professional
experience of auditing in international audit firms and accounting
experience in public listed companies.
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Independent Non-executive Directors

Mr. Zong Ketao, aged 51, joined the Company as an independent
non-executive director in July 2015. He is a lawyer qualified to
practice law in the People’s Republic of China (the “PRC"). He holds
a master degree in law from University of International Business and
Economics, China and a bachelor degree in law from Lanzhou
University, China. He has extensive experience in litigation and
arbitration, company law and laws relating to investment, finance,
energy, mining and capital market. From 1989 to 2000, he joined
Sinopec Shengli Oilfield Company Limited, an associate of China
Petroleum & Chemical Corporation (“Sinopec”), as a member of
their in-house legal department. From 2003 to 2004, he was
appointed as the senior legal supervisor of another group company
of Sinopec. Since 2005, he started his own private legal practice and
joined various law firms in the PRC as a partner.

Mr. Cheng Chun Ying, aged 49, joined the Company as an
independent non-executive director in January 2016. He is an
associate member of the Hong Kong Institute of Certified Public
Accountants and an associate member of the Certified Practicing
Accountants Australia. He holds a master’s degree in business law
from Monash University, Australia and a bachelor’s degree in
commerce accounting from The Curtin University of Technology,
Australia. He has extensive experience in finance and accounting, and
has worked as financial controller in various private and public listed
companies in Hong Kong, Singapore and the United States.
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Mr. Lee Man Tai, aged 41, joined the Company as an independent
non-executive director in January 2016. He graduated from Lingnan
University, Hong Kong in 2000 with a bachelor’s degree in business
administration and obtained a master’s degree in business
administration in financial services from The Hong Kong Polytechnic
University in 2010. He is a fellow member of the Hong Kong Institute
of Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants in the United
Kingdom. He has over 15 years of professional experience in
accounting and auditing. He worked as an audit assistant of Victor
W.N. Ngai & Co., an accountancy firm in Hong Kong, between June
2000 and July 2001. Between September 2001 and April 2006, he
worked as an audit supervisor of Grant Thornton CPA, a member of
Grant Thornton International Ltd (now known as BDO Limited).
Between October 2006 and October 2012, he acted as the chief
financial officer and company secretary of China Yuanbang Property
Holdings Limited, whose shares are listed on Main Board of the
Singapore Exchange Securities Trading Limited with stock code BCD.
Between October 2012 and May 2014, he acted as the chief financial
officer and company secretary of China 33 Media Group Limited,
whose shares are listed on the GEM with stock code 8087. Between
August 2014 and April 2015 and July 2014 and April 2015, he acted
as the chief financial officer and company secretary respectively of
Flying Financial Service Holdings Limited, whose shares are listed on
GEM with stock code 8030. Between April and September 2015, he
acted as the company secretary of Chanco International Group
Limited (with its name changed to Ascent International Holdings
Limited effective from 14 June 2016), whose shares are listed on the
Main Board of the Stock Exchange with stock code 264 (“Chanco”);
and between April 2015 and January 2016, he acted as the financial
controller of Chanco. He is an independent non-executive director of
Progressive Path Group Holdings Limited (Stock code: 1581) which is
listed on the Main Board of The Stock Exchange. He is also a
representative for type 1 and 6 regulated activities under the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong).
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Corporate Governance Report
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Overview

The Company is committed to maintain good corporate governance
standard and procedures. The Board recognizes the importance of
and benefit from good corporate governance practices. We believe
that improvement in corporate governance not only assists the
Company in effective supervision and control on its business
operation, but also attracts investment from international institutional
investors, thereby creating and enhancing shareholder value.

The Stock Exchange has promulgated the Corporate Governance
Code and Corporate Governance Report (the “CG Code"”) contained
in Appendix 14 of the Listing Rules.

1.

Corporate Governance Practices

The Company is committed to maintain good corporate
governance standard and procedures.

The Stock Exchange has promulgated the code provisions on
Corporate Governance Code and Corporate Governance
Report contained in Appendix 14 to the Listing Rules (the “"CG
Code”). Throughout the year ended 31 December 2017, the
Group has complied itself with all CG Code and Report except
for the following:

(a)

In relation to A.2.1 of the CG Code, the roles of chairman
and Chief Executive Officer (the “CEO") should be
separate and should not be performed by the same
individual and the division of responsibilities between the
chairman and CEO should be clearly established and set
out in writing. During the year, Mr. Zhao Guogiang is the
CEO of the Company. During the year, the position of
chairman is vacated and the Board intends to identify
satisfiable candidate to fill the vacancy.

In relation to E.1.2 of the CG Code, the chairman of the
Board should attend the AGM. During the year, the
position of chairman is vacated and the Board intends to
identify satisfiable candidate to fill the vacancy.
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In relation to A.4.1 and A.4.2 of the CG Code, non-
executive directors should be appointed for a specific
term, subject to re-election while all directors should be
subject to retirement by rotation at least once every three
years. For the year under review, all independent non-
executive directors of the Company have not been
appointed for a specific term but they are subject to
retirement by rotation in accordance with the Company’s
articles of association.

Internal Control and Internal Audit

The Board acknowledges its responsibility in maintaining
sound and effective internal control system for the Group
to safeguard investments of the shareholders and assets
of the Company at all times. The system of internal
controls aims to help achieving the Group’s business
objectives, safeguarding assets and maintaining proper
accounting records for provision of reliable financial
information. However, the design of the system is to
provide reasonable, but not absolute, assurance against
material misstatement in the financial statements or loss
of assets and to manage rather than eliminate risks of
failure when business objectives are being sought.
Management has conducted regular reviews during the
year on the effectiveness of the internal control system
covering all material controls in area of financial,
operational and compliance controls, various functions
for risks management as well as physical and information
systems security. The chief financial officer (the “"CFO")
has reported to the audit committee from time to time
during the year, in conjunction with key findings
identified by the external auditors, findings and actions or
measures taken in addressing those internal controls. The
audit committee in turn reports any material issues to the
Board. The Board, through the audit committee, also sets
targets for and reviews plan and progress on continuous
improvement work of the Company’s internal control
system with the CFO on a periodic basis.
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With respect to the compliance with paragraph D of the
CG Code, the Company has carried out the following
corporate governance practices:

When the Board delegates aspects of its management
and administration functions to management, it has
given clear directions as to the powers of management,
in particular, with respect to the circumstance where
management shall report back and obtain prior approval
from the Board before making decisions or entering into
any commitments on behalf of the Company. The
Company has set up three committees, details of which
are set out in the relevant sections below.

With respect to the compliance with paragraph E of the
CG Code, the chairman of the Board should attend the
annual general meeting ("AGM") to answer questions
raised up in the meeting. During the year, the position of
the chairman is vacated and the Board intends to identify
satisfiable candidate to fill the vacancy. The procedures
for demanding a poll by the shareholders were
incorporated in every circular issued during the financial
year ended 31 December 2017.

Throughout the year ended 31 December 2017 and up to the
date of this Annual Report, the Group has complied with the
provisions of the CG Code except for the following deviations:

(a)

In relation to A.2.1 of the CG Code, the roles of chairman
and Chief Executive Officer (the “CEO") should be
separate and should not be performed by the same
individual and the division of responsibilities between the
chairman and CEO should be clearly established and set
out in writing. During the year, Mr. Zhao Guogiang is the
CEO of the Company. During the year, the position of
chairman is vacated and the Board intends to identify
satisfiable candidate to fill the vacancy.
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(b) In relation to E.1.2 of the CG Code, the chairman of the
Board should attend the AGM. During the year, the
position of chairman is vacated and the Board intends to
identify satisfiable candidate to fill the vacancy.

() In relation to A.4.1 and A.4.2 of the CG Code, non-
executive directors should be appointed for a specific
term, subject to re-election while all directors should be
subject to retirement by rotation at least once every three
years. For the year under review, all independent non-
executive directors of the Company have not been
appointed for a specific term but they are subject to
retirement by rotation in accordance with the Company’s
articles of association.

Model Code for Securities Transactions by
Directors of Listed Issuers

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules as its own Code
of conduct regarding securities transactions by the directors of
the Company. All incumbent Directors have confirmed
following specific enquiry by the Company that they have
complied with the required standard set out in the Model Code
through the year.

Board of directors

(@ Up to the date of this Annual Report, the Board
comprises a total of six members including one executive
director, two non-executive directors and three
independent non-executive directors. Members of the
Board have different professional and relevant industry
experiences and background so as to bring in valuable
contributions and advices for the development of the
Group's business. Up to the date of this Annual Report,
the Company has three independent non-executive
directors representing not less than one-third of the
Board, and two of them are qualified accountants.
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The Company has received written annual confirmation
from each incumbent independent non-executive director
of their independence to the Group. The Group
considered that all independent non-executive directors
meets the independence guidelines set out in Rule 3.13
of the Listing Rules and are independent in accordance
with the terms of the guidelines. The names of the
directors and their respective biographies are set out on
pages 18 to 20 of this Annual Report.

The Board meets periodically with the management to
discuss the Group's strategies development and to review
the business operation. The Board also monitors and
controls financial performance in pursuit of the Group’s
strategic objectives. The names of the directors during
the financial year and their individual attendance of are
set out below:

Name Board

e =g

Mr. Zhao Guogiang HEB LA
(CEO) (TTE43) 6/6
Dr. Gu Quanrong Be4EL 5/6
Ms. Ngan Mei Ying BELu T
(appointed on 10 April 2017)  (R=Z—+t&FWMA+A
BZH) 414
Mr. Zong Ketao TRERE 6/6
Mr. Cheng Chun Ying RS A 6/6
Mr. Lee Man Tai FNHREE 6/6

Committee

BREEE

N/ATEA
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HERE ARLEZEEHA
Annual/
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Audit  Remuneration Nomination General
Committee Committee Meeting

KRBEE/
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The Board members have no financial, business, family or
other material/relevant relationships with each other.
Each of the independent non-executive directors have
confirmed in writing their independence from the
Company in accordance with the guidelines on director
independence of the Listing Rules. On this basis, the
Company considers all such directors to be independent.

The Board oversees the Group's strategic development
and determines the objectives, strategies and policies of
the Group.

The major issues which were brought before the Board
for their decisions during the year include:

(i) Proposals related to potential acquisition,
investments, or any significant capital expenditures;
and

(i) Formulation of operational strategies and review of
its financial performance and results and the
internal control system.

The Board has the overall responsibility to ensure that the
Company maintains sound and effective internal controls
to safeguard the shareholders’ investments and the
Company’s assets.

Three Board committees, namely, the audit committee,
the remuneration committee and the nomination
committee, have been established to oversee particular
aspect of the Group’s affairs.

The Board also has delegated the day-to-day
management and operations of the Group’s businesses
to management of the Group. Major corporate matters
that are specifically delegated by the Board to the
management include the preparation of financial
statements for Board approval before publishing,
execution of business strategies and initiatives adopted
by the Board, implementation of adequate systems of
internal controls and risk management procedures, and
compliance with relevant statutory requirements and
rules and regulations.
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() In relation to A.6.5 of the CG Code, all directors have
participated their own professional training by attending
seminar/programme/reading relevant materials in relation
to the business on directors’ duties.

(k) The Company has attached much importance to the risk
management about directors’ liabilities and has arranged
appropriate liability insurance for Directors and senior
management of the Company. The insurance coverage is
reviewed on an annual basis.

Board diversity policy

On 27 August 2013, the Company adopted the Board diversity
policy (the “Board Diversity Policy”) in accordance with the
requirement set out in the CG Code. On 31 March 2016, the
Company revised the Board Diversity Policy. The Company
recognizes that the Board diversity is an essential element
contributing to the sustainable development of the Company.
In designing the Board’s composition, the Board diversity has
been considered from a number of aspects, including but not
limited to the skills, knowledge, gender, age, cultural and
educational background or professional experience. All Board
appointments are based on merits and considered against a
variety of objective criteria, having due regard for the benefits
of diversity on the Board.

Chairman and Chief Executive Officer

(@ As at the date of this Annual Report, the Chairman of the
Board is vacated. Mr. Zhao Guogiang was elected as the
CEO on 29 December 2009.

(b)  The CEO provides leadership and is responsible for the
effective functioning of the Board in accordance with
good corporate governance practice. With the support of
the senior management, the CEO is also responsible for
ensuring that the directors receive adequate, complete
and reliable information in a timely manner and
appropriate briefing on issues arising at Board meeting.
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The directors focus on implementing objectives, policies
and strategies approved and delegated by the Board.
Directors are in charge of the Company's day-to-day
management and operations. The directors are also
responsible for assisting the CEO in developing strategic
plans and formulating the company practices and
procedures, business objectives, and risk assessment for
the Board'’s approval.

ExFAINHTESESRHEREIR
ZBIE BREERE BEFAEEAX
NAIZHEEEREE EENA
BIHBITHARERER IR S
BRI ARBEREREF - FFER
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6. Non-executive Directors FHITES
All non-executive directors, including independent non- RABFTAIFNTES (BIEBELIEHTT
executive directors, of the Company, have not been appointed BE)YIRIEFETHELT  EBIRRBAR
for a specific term, but are subject to retirement by rotation NS ERMAB 2R ERREBEF K
and eligible for re-election in the AGM in accordance with the @ FREBESREREBEREBET-
articles of association of the Company.
7. Remuneration of Directors EEEM
(@) The Company has established a remuneration committee (@) ARRCR-_EZRFHLAZ=-T=
since 23 September 2005 with written terms of reference BV HZEZEs  EBEEEBE
and revised on 27 March 2012 as disclosed on the HE TR _E——F=A=-_++
Company’s website. The primary duties of the H1E5]  BERAD AR E -
remuneration committee include the following: FTNEZEe s FEREBRIETIR
17 :

i.  to make recommendations to the Board on the . BAREEELESREEAE
Company's policy and structure for all remuneration K2 BEF PN B R 2848 - Rt
of directors and senior management and on the IR T BB RE IR G
establishment of a formal and transparent ST EHIER - MEEEE
procedure for developing policy on such 2
remuneration;

ii.  to have the delegated responsibility to determine i EEENUTEE AEF28E
the specific remuneration packages of all executive HITEERSREBEAENE
directors and senior management, including EFHMFSE - BEESERN
benefits in kind, pension rights and compensation o BRREFNEREESRE(E
payment, including any compensation payable for JER RS AR IR TS S R A
loss or termination of their office or appointment, 18) » WHLIEh1TE =19 & N
and make recommendations to the Board of the MEEREELZ ZTESE
remuneration of non-executive directors. The ZERMHARBEREARZN
Committee should consider factors such as salaries R - EEAMHORER
paid by comparable companies, time commitment EERE  SERNEAMBLA
and responsibilities of the directors, employment ERBG RS ERRRER
conditions elsewhere in the group and desirability NS
of performance-based remuneration;
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ii. to review and approve performance-based i. BERLBESFIHRBHAD
remuneration by reference to corporate goals and A - e R ERKRIR M
objectives resolved by the Board from time to time; TR E

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

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

vi.  to ensure that no director or any of his associates is
involved in deciding his own remuneration.

Up to the date of this Annual Report, the members of the
remuneration committee comprised Mr. Cheng Chun
Ying who acts as the chairman of the remuneration
committee, Dr. Gu Quan Rong, Ms. Ngan Mei Ying, Mr.
Zong Ketao and Mr. Lee Man Tai. The majority of
members of the remuneration committee is comprised of
independent non-executive directors of the Company.

The number of remuneration committee meeting held
during the year and record of individual attendance of
members, on a named basis, at meetings held during was
set out in section headed “Corporate Governance
Report” on page 25 of this Annual Report. The
remuneration committee had reviewed and approved the
management’s remuneration proposals with reference to
the Board's corporate goals and objectives.

The emolument policy of the employees of the Group
was set up by the remuneration committee on the basis
of their merit, qualification and competence.
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The emolument of the directors of the Company is
determined by the remuneration committee, having
regard to the Group’s operating results, individual
performance and comparable market statistics.

The Group's share option scheme as described on page
43 of this Annual Report is adopted as the Group's long-
term incentive scheme.

8. Nomination of Directors

The Company has established a nomination committee since
27 March 2012 with written terms of reference and amended
on 27 August 2013 as disclosed on the Company’s website.
The primary functions of the nomination committee include the
following:

to review the structure, size and composition (including
but not limited to the skills, knowledge, gender, age,
cultural and educational background or professional
experience) of the Board at least annually and make
recommendations on any proposed changes to the Board
to complement the Company’s corporate strategy;

to identify individuals suitably qualified to become the
members of the Board and select or make
recommendations to the Board on the selection of
individuals nominated for directorships on merits and
against objective criteria, with due regard on the benefits
of diversity on the Board, especially to ensure that the
independent non-executive Directors comprise at least
one-third of the Board;

to assess the independence of independent non-executive
Directors;

to make recommendations to the Board on the
appointment or re-appointment of Directors and
succession planning for directors, in particular the
chairman of the Board and the CEO, taking into account
the Company’s corporate strategy and the mix of skills,
knowledge, diversity and experience in the future; and
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v.  to review the Board Diversity Policy, as appropriate, and
to review the measurable objectives that the Board has
set for implementing the Board Diversity Policy, and the
progress on achieving the objectives; and make disclosure
of its review results in the Corporate Governance Report
annually.

Up to the date of this Annual Report, the members of the
nomination committee comprised Mr. Cheng Chun Ying who
acts as the chairman of the nomination committee, Dr. Gu
Quan Rong, Ms. Ngan Mei Ying, Mr. Zong Ketao and Mr. Lee
Man Tai. The majority of members of the nomination
committee is comprised of independent non-executive directors
of the Company.

The number of nomination committee meeting held during the
year and record of individual attendance of members, on a
named basis, at meetings held during was set out in section
headed “Corporate Governance Report” on page 25 of this
Annual Report. The nomination committee had reviewed the
structure, size and composition of the Board, made
recommendations on the changes to the Board to complement
the Company’s corporate strategy and assessed the
independence of independent non-executive directors.

Auditors’ remuneration

For the financial year, BDO Limited, the auditor of the
Company, received HK$1,070,000 in respect of audit service
provided to the Group. The auditors’ remuneration has been
duly approved by the audit committee and there was no
disagreement between the Board and the audit committee on
the selection and appointment of auditor.
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10. Audit Committee

(a)

The audit committee of the Company was established on
30 January 2002. The written terms of reference of the
audit committee were revised on 27 March 2012 and 31
March 2016 as disclosed on the Company’s website. As
at the date of this Annual Report, the audit committee
comprises two non-executive director and three
independent non-executive directors, namely Mr. Lee
Man Tai (chairman of the audit committee), Ms. Ngan
Mei Ying, Dr. Gu Quan Rong, Mr. Zong Ketao and Mr.
Cheng Chun Ying. Mr. Lee Man Tai and Mr. Cheng Chun
Ying are certified public accountants for many years. In
the opinion of the Board, the members of the audit
committee have sufficient financial management
expertise to discharge their duties.

The number of audit committee meetings held during the
year and record of individual attendance of members, on
a named basis, at meetings held was set out in section
headed "“Corporate Governance Report” on page 25
of this Annual Report.

The audit committee is delegated by the Board to assess
matters related to the financial statements of accounts
and to provide recommendations and advices, including
but not limited to the followings:

i to consider, and to make recommendation to the
Board on the appointment, reappointment and
removal of the external auditor, and to approve the
audit fee and other terms of engagement of the
external auditor, and any questions of resignation
or dismissal of the external auditor;

i. to review and monitor the external auditor’s
independence and objectively and the effectiveness
of the audit process in accordance with applicable
standard;

iii. to discuss with the external auditors before the
audit commences, the nature and scope of the
audit and reporting obligations and ensure co-
ordination where more than one audit firm is
involved;

10. EXZES
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Vi.

to develop and implement policy on the
engagement of an external auditor to supply non-
audit services. For this purpose, external auditor
shall include any entity that is under common
control, ownership or management with the audit
firm or any entity that a reasonable and informed
third party having knowledge of all relevant
information would reasonably conclude as part of
the audit firm nationally or internationally. The
Committee should report to the Board, identifying
any matters in respect of which it considers that
action or improvement needed and making
recommendations as to the steps to be taken;

to monitor integrity of the Company’s financial
statements and annual report and accounts, half-
year report and, if prepared for publication,
quarterly reports, and to review significant financial
reporting judgments contained in them;

in reviewing, the Company’s annual report and
accounts, half-year report and, if prepared for
publication, quarterly reports before submission to
the Board, the Committee should focus particularly
on:

a. any changes in accounting policies and
practice;

b.  major judgmental areas;
¢ significant adjustments resulting from the
audit;

d. the going concern assumption and any
qualifications;

e.  compliance with accounting standards,
f. compliance with the Listing Rules and other

legal requirements in relation to financial
reporting;

Vi.
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g. the fairness and reasonableness of any g.

connected transaction and the impact of such
transaction on the profitability of the Group;

h. whether all relevant items have been h.

adequately disclosed in the Group’s financial
statements and whether the disclosures give
a fair view of the Group’s financial
conditions;

any significant or unusual items that are, or i.
may need to be, reflected in such reports and
accounts; and

EABERSRARE
AFEBREXSUA
KEEFOTE

AEBMBHRRELR
DRBEMBEREBIER
ZERBEBELS A FRR
REEE W AR

ZERSMEAPAR
PRl R R R E(IE R
HTFHEEE R

j.  the cashflow position of the Group. . AEERESRERMN -
and to provide advice and comments thereon to WHtREEFEREREZRE
the Board; "

vii. inregard to vi. above: vii.  BLEMivilEmE :
a.  members of the Committee must liaise with a. ZEgKREEHESE

the Board and senior management. The
Committee must meet, at least twice a year,
with the Company’s auditors; and

b. the Committee should consider any b.

significant or unusual items that are, or may
need to be, reflected in such reports and
accounts and must give due consideration to
any matters that have been raised by the
Company'’s accountant, compliance officer or

MEEEE ABH -
ZEEAZVEFHR
NAEMZ SRS M
N

EREE PAIRRETE
RBHEMERRTS
FEER UEAEEEZR
(SR CIN =z RN NC OB
Bb - BRE E RS R BAD

auditors. RHAEIE -

viii. to discuss problems and reservations arising from viii.  BZEENF R B R FEE X
the interim and final audits, and any matters the g FRBERREER &
auditors may wish to discuss (in the absence of ZEMR AL mNEES
management where necessary); 18 (EIRE ] LR IE M /A

B &)
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Xi.

Xii.

Xiii.

XiV.

XV.

to discuss with the management the risk
managements and internal control systems and
ensure the management has discharged its duty to
have effective risk management and internal
control systems and to review the Company’s
statements on risk management and internal
control systems (which are included in the annual
report) prior to endorsement by the Board;

to consider any findings of major investigations on
risk management and internal control matters as
delegated by the Board or on its own initiative and
management’s response;

(where an internal audit function exists) to review
the internal audit programme, ensure co-ordination
between the internal and external auditors, and
ensure that the internal audit function is adequately
resourced and has appropriate standing within the
Company and to review monitor, the effectiveness
of the internal audit function;

to conduct exit interviews with any director,
manager, financial controller or internal audit
control manager upon their resignation in order to
ascertain the reasons for his departure;

to prepare work reports for presentation to the
Board and to prepare summary of work reports for
inclusion in the Group'’s interim and annual reports;

to consider the appointment of any person to be a
Committee member, a company secretary, auditors
and accounting staff (including internal control
department) either to fill a casual vacancy or as an
additional Committee member, company secretary,
auditors and accounting staff or dismissal of any of
them:;

to consider the major findings of internal
investigations and management'’s response;

Xi.

Xii.

Xii.

XiV.

XV.
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xvi. to review the external auditor's management letter,
any material queries raised by the auditor to
management in respect of the accounting records,
financial accounts or systems of control and
management’s response;

xvii. to ensure that the Board will provide a timely
response to the issues raised in the external
auditor’'s management letter;

xviii. to report to the Board on the matters set out in the
code provisions contained in the Code on
Corporate Governance Practices set out in (and as
amended from time to time) Appendix 14 to the
Listing Rules; and

xix. to consider other matters, as defined or assigned
by the Board from time to time.

In addition to the above tasks regarding to the
Company’s financial statement, the audit committee
should also to consider any other matters, as defined by
the Board from time to time; and to conduct interviews
with any director, manager, financial controller upon
their resignation in order to ascertain the reasons for his
departure.

The audit committee acknowledges its responsibility in
maintaining sound and effective internal control system
of the Group to safeguard investments of the
shareholders and assets of the Company at all times.

The Group's interim report for the year ended 30 June
2017 and annual report for the year ended 31 December
2017 have been reviewed by the audit committee.
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11.

12.

Company Secretary

Mr. Chan Chun Kau has been the Company Secretary of the
Company since June 2014. Mr. Chan is a solicitor in Hong
Kong. He is responsible to the Board for ensuring the Board
procedures and all applicable law, rules and regulations are
followed. During the year, Mr. Chan undertook over 15 hours
of professional training to update his skills and knowledge.

Shareholder Rights and Investor Relations

The rights of shareholders and the procedures for demanding a
poll on resolutions at shareholders’ meetings are contained in
the Company’s articles of association. Details of such rights to
demand a poll and the poll procedures are included in all
circulars to shareholders and will be explained during the
proceedings of meetings.

Poll results will be published on the websites of the Company
and the Stock Exchange on or before the business day
following the shareholders’ meeting.

The general meetings of the Company provide a forum for
communication between the shareholders and the Board. The
chairman of the Board as well as the chairmen of the audit
committee, the remuneration committee and the nomination
committee, or in their absence, other members of the
respective committees, is available to answer questions at the
shareholders’ meetings.

Separate resolutions are proposed at shareholders’ meetings on
each substantial issue, including the election of individual
directors. During the year, there was no significant change in
the constitutional documents.

The Company continues to enhance communications and
relationships with its investors. Designated senior management
maintains regular dialogue with investors and analysts to keep
them abreast of the Company’s developments. Enquiries from
investors are dealt with in an informative and timely manner.

11.

12.
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TEERRSE

13. Right to convene extraordinary general 13. BERRISHARE ZHEF
meeting
Extraordinary general meeting may be convened by the Board [EREFASATHRESTSHFEIOR
on requisition of shareholders holding not less than one-tenth RAREBEHBEA+D 2 —2B/E - HiRE
of the paid up capital of the Company or by such shareholders A ERAAESSIEMESZRARNT
who made the written requisition (the “Requisitionists”) to MERBIAME)REEEEF 2RR
the Board or the Secretary of the Company (as the case may ([2FBADZE2FTUNEH - BHEF
be) pursuant to Article 58 of the Articles of Association. Such BINARE EHRIECFH  HEBAR
Requisition must state the object of business to be transacted Z UREIARRGFMHEREIARFE
at the meeting and must be signed by the Requisitionists and BEEEEME -
deposited at the registered office of the Company or the
Company’s principal place of business in Hong Kong.
Shareholders should follow the requirements and procedures R BIZBAEBERME TSGR R
as set out in such Article for convening an extraordinary general BRIKE ZREMER  IREATHAAR]
meeting. Shareholders may put forward proposals at general ERAE HIE28)%  BEEZEAERRIA
meeting of the Company by sending the same to the Company RAlZBBETEMERE -
at the principal office of the Company in Hong Kong.
For putting forward any enquiries to the Board, shareholders RRABREFAEZTGRO ZEMER
may send written enquiries to the Company. Shareholders may NEBFRETEANT] - RERAFER
send their enquiries or requests in respect of their rights to the HEMNZEAXRERKBEEZEARNINZE
Company’s principal place of business in Hong Kong. BEE LM -

By the order of the Board EEEG®

Zhao Guogiang i B 5

Chief Executive Officer & Executive Director TTRAA FHITEF

Hong Kong, 28 March 2018 B ZE-N\F=A=+N\H
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ESEHE

The directors present herewith the Annual Report and the audited
financial statements of the Group for the year ended 31 December
2017.

Principal Activity and Business Review

The principal activity of the Company is investment holding. The
principal activities of the Company’s principal subsidiaries involves
sales of food and beverages and money lending business in Hong
Kong, and exploration, production and distribution of natural gas in
PRC, the details of which are set out in note 6 to the consolidated
financial statements.

Further discussion and analysis of these activities as regular by
Schedule 5 to the Companies Ordinance (Cap. 622 of the Laws of
Hong Kong) (the “Company Ordinance”), including a fair review of
the business and a discussion of the principal risks and uncertainties
facing the Group, particulars of important events affecting the Group
that have occurred since the end of the financial year 2017, and an
indication of likely future development in the Group’s business, can
be found in the section headed “CEQ’s Statement and Management
Discussion and Analysis” of this Annual Report. The above section
forms part of this report of the Directors.

Financial Statements and Dividends

The results of the Group for the year are set out in the Consolidated
Statement of Comprehensive Income on pages 55 to 56.

The state of the Group's affairs as at 31 December 2017 is set out in
the Consolidated Statement of Financial Position on pages 57 to 58.

The directors do not recommend the payment of final dividend in
respect of the year ended 31 December 2017.

Five-Year Financial Summary

A summary of the consolidated financial results and consolidated
assets and liabilities of the Group for the past five financial years is
set out on page 152.

Property, Plant and Equipment

Movements in property, plant and equipment during the year are set
out in Note 15 to the consolidated financial statements.
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Subsidiaries

Details of the Company’s principal subsidiaries as at 31 December
2017 are set out in Note 19 to the consolidated financial statements.

Share Capital and Share Options

Movements in share capital of the Company during the year,
together with reasons thereof, and of the Company’s share options,
are set out in Note 27 and Note 28 to the consolidated financial
statements respectively.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s
articles of association or the Laws of the Cayman Islands, being the
jurisdiction in which the Company was incorporated, which would
oblige the Company to offer new shares on a pro rata basis to
existing shareholders.

Reserves

Movements in the reserves of the Group and the Company during
the year are set out in the consolidated statement of changes in
equity on page 59 and Note 30 to the consolidated financial
statements respectively.

Distributable Reserves

Distributable reserves of the Company at 31 December 2017 are set
out in Note 30 to the consolidated financial statements.
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Major Customers and Suppliers

The information in respect of the Group’s sales and purchases
attributable to the major customers and suppliers respectively during
the financial year is as follows:

The largest customer BAEP

Five largest customers in aggregate AREF#5
The largest supplier BARER

Five largest suppliers in aggregate AR ER EET

At no time during the year have the directors, their associates or any
shareholder of the Company (which to the knowledge of the
directors own more than 5% of the Company’s share capital) had
any interest in these major customers and suppliers.

Composition of the Board

The directors who held office during the year and up to the date of
this Annual Report as follows:

Executive Directors
Mr. Zhao Guogiang (Chief Executive Officer and
alternate director to Dr. Gu Quan Rong)

Non-executive Director
Dr. Gu Quan Rong
Ms. Ngan Mei Ying (Appointed on 10 April 2017)

Independent Non-executive Directors
Mr. Zong Ketao

Mr. Cheng Chun Ying

Mr. Lee Man Tai

TREFRHER
REBRFEERN  EBEF REEES RIEAE
B2 HEARRERNT

Percentage of the
Group's total

HEEEZEEESL
Sales Purchases
HERH gz
97%
100%
100%
100%
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Pursuant to the articles of association of the Company, Mr. Zhao
Guogiang, Mr. Zong Ketao and Ms. Ngan Mei Ying, will retire at the
upcoming AGM and be eligible for re-election.

Director’s Biographies

Biographical details of the directors of the Company are set out on
pages 18 to 20 of this Annual Report.

Directors’ Service Contracts

No director proposed for re-election at the forthcoming AGM has a
service contract with the Company which was not determinable by
the Company within one year without payment of compensation
other than statutory compensation.

Management Contracts

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Group were
entered into or existed during the year.

Directors’ Interests in Contracts

No other contracts of significance in relation to the Group’s business
to which the Company, or any of its subsidiaries was a party and in
which a director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time
during the year.

Directors’ Interest and Short Position in Shares

As at 31 December 2017, none of the directors or chief executives of
the Company had any interests or short positions in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO)
which would have to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they were taken or
deemed to have under such provisions of the SFO), or which were
recorded in the register required to be kept by the Company under
Section 352 of the SFO, or which were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code.
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Directors’ Right to Acquire Shares or
Debentures

Apart from the share option scheme disclosures in the section
“Share Option Scheme” below, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement to
enable the directors of the Company to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any
other body corporate.

Equity-linked Agreements

Details of the equity-linked agreements entered into during the year
or subsisting at the end of the year are set out below:

Share Option Scheme

Pursuant to an ordinary resolution passed at the extraordinary
general meeting of the Company held on 25 June 2013 and the
Stock Exchange granting approval of the listing of and permission to
deal in the shares to be issued under the share option scheme (the
“Share Option Scheme”) on 26 June 2013, the Company has
adopted the Share Option Scheme to replace the expired share
option scheme adopted 28 January 2002 and as amended on 2
November 2006.

Under the terms of the Share Option Scheme adopted, the Board of
the Company may, at its discretion, grant options to eligible
participants to subscribe for shares of the Company.

No share option was granted and exercised during the year under
review and there was no outstanding share option as at 31
December 2017 and 2016.

Substantial Shareholders’ interests and Short
Position

As at 31 December 2017, the interests or short positions of the
persons, other than a director or chief executive of the Company, in
the shares and underlying shares of the Company as recorded in the
register required to be kept by the Company pursuant to section 336
of the SFO were as follows:
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Long Positions in the Shares and Underlying Shares

of the Company

Name of Shareholders

RR#EE,/ A8

U.K. Prolific Petroleum Group
Company Ltd.!

Wang Guoju’
THE!

Harvest Fund Management

Nature of interests

EEnE

Interest of controlled
corporation

RIEHNEME 2 et

Beneficial Owner
ExBAA

Investment manager

Number of
shares

RO#E

1,860,000,000

1,860,000,000

1,134,772,000

RAERXTDRH REBERD 2FR

Total number

Approximate

Co.

, Ltd.?

REKE

REESEBRARAR?

China Credit Trust Co., Ltd?

Interest of controlled 1,134,772,000

HEERBRETERR corporation
YR EE 2

Notes:

U.K. Prolific Petroleum Group Limited (“UK Prolific”) is interested in
1,860,000,000 shares of the Company (“Shares”) and convertible notes (the
“Convertible Notes”) in the principal amount of HK$679,670,000 due in 2041
not carrying any interest with right to convert the Convertible Notes into
4,045,654,762 Shares at a conversion price of HK$0.168 per Share. As at the
date of this Annual Report, UK Prolific is wholly owned by Mr. Wang Guoju.

These shares were held an asset management product managed by Harvest Fund
Management Co., Ltd. (“"Harvest Fund”), namely China Guangfa Bank-JS FUND-
QDII2. Based on the DI filings made by the relevant shareholder(s) to the
Company, Harvest Fund is 40% owned by China Credit Trust Co., Ltd. As such,
China Credit Trust Co., Ltd. is deemed to be interested in all the shares of the
Company owned by Harvest Fund.

Number of  of shares and percentage of
underlying underlying issued share
shares shares capital
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Directors’ Interests in a Competing Business
and Conflict of Interests

None of the directors were interested in any business apart from the
Group'’s business which competed or were likely to compete, either
directly or indirectly, with the business of the Group during the year.

Related and Connected Party Transactions

Details of the significant related party and connected transaction of
the Group under the Listing Rules are set out in Note 32 to the
financial statements.

Purchase, Sale or Redemption of Securities of
the Company

Neither the Company nor any of its subsidiaries has purchased,
redeemed or sold any of the Company’s listed securities during the
year ended 31 December 2017.

Bank Borrowings and Banking Facilities

The Group had no outstanding bank borrowings as at 31 December
2017 and 2016.

Sufficiency of Public Float

The Company has maintained a sufficient public float throughout the
year ended 31 December 2017.

Corporate Governance
The Company’s corporate governance principles and practices are set

out in the Corporate Governance Report on pages 21 to 38 of this
Annual Report.
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Model Code for Securities Transactions by
Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 to the Listing Rules as its own Code of conduct
regarding securities transactions by the directors of the Company. All
incumbent directors have confirmed that they have complied with
the required standard set out in the Model Code through the year
under review.

Environmental, Social and Governance

The Group is committed to contributing to the sustainability of the
environment and maintaining a high standard of corporate social
governance essential for creating a framework for motivating staff,
and contributes to the community in which we conduct our
businesses and creating a sustainable return to the Group.

Working Conditions

The Company adopted the Board Diversity Policy in accordance with
the requirement set out in the CG Code. The Company recognizes
that the Board diversity is an essential element contributing to the
sustainable development of the Company. In designing the Board's
composition, the Board diversity has been considered from a number
of aspects, including but not limited to the skills, knowledge, gender,
age, cultural and educational background or professional experience.
A Board Diversity Policy, with the aim of enhancing the quality of the
Board's performance by diversity, was adopted on 27 August 2013
and revised on 31 March 2016.

The Group encourages its staff to participate in external seminars and
lectures to keep abreast of changes and updates on areas of legal,
compliance, financial accounting and reporting, and market industry
practices. Through these types of training, we believe that the Group
can increase its efficiency and productivity while overall reduction of
risk and uncertainties of the Group can be reduced.

The Company encourages continuous professional development
training for the Directors and senior management to develop and
refresh their knowledge and skills which includes seminars and
workshops, updates on regulatory requirements and development
and corporate governance practices.
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Health and Safety

The Group strives to provide a healthy and safe working environment
to the employees. In order to maintain a healthy and safe working
environment, the Group has upgraded and maintained tools, office
and IT equipment.

Environment Protection

Conservation of the environment is a key focus for the Group. The
Group complies with environmental legislation, encourages
environmental protection and promotes environmental protection
awareness to all employees of the Group.

Community Involvement

The Group is committed to participating in community events from
time to time, and to the improvement of community well-being and
social services. The Group supports and encourages staff to actively
participate in a wide range of charitable events outside working
hours, to raise awareness and concern for the community, and to
inspire more people to take part in serving the community.

Compliance with Laws and Regulations

The Group has compliance and risk management policies and
procedures, and members of the senior management are delegated
with the continuing responsibility to monitor adherence and
compliance with all significant legal and regulatory requirements.

As far as the Company is aware, it has complied in material respects
with the relevant laws and regulations that have a significant impact
on the business and operation of the Company and its subsidiaries.

Relationship with Stakeholders

The Group is committed to operate in a sustainable manner while
balancing the interests of its various stakeholders including
customers, suppliers and employees. Through regular stakeholder
engagement via different channels, the stakeholders are encouraged
to give their opinions regarding the environmental, social and
governance policies of the Group.
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This includes providing quality services to customers, developing
effective and mutual beneficial working relationships with its
suppliers, and offering competitive remuneration package with safety
working environments to employees.

The details of environmental, social and governance policies and
performance of the Group will be disclosed in a standalone
Environmental, Social and Governance Report, which will be issued in
or before July 2017.

Indemnity of Directors

A permitted indemnity provision that provides for indemnity against
liability incurred by directors and chief executives of the Group is
currently in force and was in force throughout the year ended 31
December 2017.

Audit Committee

The audit committee comprises two non-executive directors and
three independent non-executive directors of the Company. The
audit committee has adopted terms of reference which are in line
with the CG Code. The Group’s audited financial statements for the
year ended 31 December 2017 have been reviewed by the audit
committee, who is of the opinion that such statements comply with
applicable accounting standards, the Listing Rules and other legal
requirements, and that adequate disclosures have been made.

Auditor

The consolidated financial statements for the year ended 31
December 2017 have been audited by BDO Limited, who shall retire
and, being eligible, offer themselves for re-appointment. A resolution
for the re-appointment of BDO Limited as auditor of the Company is
to be proposed at the forthcoming AGM.

ON BEHALF OF THE BOARD

Zhao Guogiang
Chief Executive Officer & Executive Director

Hong Kong, 28 March 2018
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|IBDO

FEE% : +852 2218 8288
{8HE : +852 2815 2239

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
EETHER1115R
k&I 251&

www.bdo.com.hk

TO THE SHAREHOLDERS OF CHINA ENERGY DEVELOPMENT
HOLDINGS LIMITED

(FEIRRARIZERERAT)

(Incorporated in the Cayman Islands with limited liability)

Disclaimer of Opinion

We were engaged to audit the consolidated financial statements of
China Energy Development Holdings Limited (the “Company”) and
its subsidiaries (together the “Group”) set out on pages 55 to 151,
which comprise the consolidated statement of financial position as at
31 December 2017, and the consolidated statement of
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.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the significance of the matters
described in the “Basis for Disclaimer of Opinion” section of our
report, we have not been able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion on these
consolidated financial statements and whether the consolidated
financial statements have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies Ordinance.
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Basis for Disclaimer of Opinion

1. Impairment of intangible assets and
exploration and evaluation assets

Included in the consolidated statement of financial position as
at 31 December 2017 are intangible assets and exploration and
evaluation assets with carrying amounts of HK$1,523,512,000
and HK$369,087,000 respectively (collectively referred to as
the “Assets”). As disclosed in Notes 16 and 17 to the
consolidated financial statements, the intangible assets
represent interests in a petroleum contract, which was entered
between a subsidiary of the Company, and China National
Petroleum Corporation (“CNPC") in relation to a project for the
drilling, exploration, exploitation and production of oil and
natural gas in North Kashi Block, Tarim Basin in the People’s
Republic of China (“PRC") (the “Project”). Exploration and
evaluation assets represents costs directly associated with
exploratory wells (drilling cost and others) that are capitalised.

As detailed in Note 17 to the consolidated financial statements,
as at 31 December 2017, an impairment assessment was
carried out by the directors of the Company on the Assets. At
the end of the reporting period, the carrying amounts of the
intangible assets and exploration and evaluation assets
exceeded the recoverable amount of the cash generating unit
to which these assets were assigned. Accordingly, impairment
losses of HK$162,000,000 and HK$39,000,000 were
recognised for the year ended 31 December 2017 on intangible
assets and exploration and evaluation assets respectively. The
recoverable amount of the intangible assets and exploration
and evaluation assets has been determined by the directors
based on value-in-use calculations. These calculations included
applying certain assumptions in preparing cash flows
projections for the cash generating unit. In preparing these
projections, the directors assumed that, amongst other factors,
the Overall Development Program (“ODP") will be submitted
and approved by relevant government authority before 31
December 2018, the development stage and commercial
production of the oil and natural gas field will start after
obtaining the relevant approval, and CPNC will pay the
proceeds as agreed in the preliminary gas sharing proposals
before 31 December 2018 (the “Proceeds”).
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Basis for Disclaimer of Opinion (Continued)

1.

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

Given the Project has been delayed for a number of years, it
indicates the existence of a material uncertainty as to when the
commercial production can be started. Furthermore, despite
having various discussions with CNPC to fix the settlement of
the Proceeds, no confirmation from CNPC on the timing of the
settlement. The directors are unable to provide us with
sufficient supporting documents to the above assumptions.

There were no other satisfactory audit procedures that we
could adopt to assess the reasonableness of the assumptions in
the impairment assessment. As a result, we were unable to
determine whether the recoverable amounts and impairment
provisions of the Assets were appropriately stated. Any
adjustments to the carrying amounts of the Assets as described
above would have a consequential effect on the Group's
financial position as at 31 December 2017 and of its financial
performance for the year then ended, and the elements making
up the consolidated statement of changes in equity and
consolidated statement of cash flows.

Uncertainties relating to going concern

As at 31 December 2017, the Group had net current liabilities
of HK$258,872,000 (2016: HK$177,727,000) and incurred a
loss of HK$234,853,000 (2016: HK$162,688,000) for the year
ended 31 December 2017. These conditions in the current
year, indicate the existence of a material uncertainty which may
cast significant doubt about the Group’s ability to continue as a
going concern.

Notwithstanding the foregoing, the directors of the Company
have prepared the consolidated financial statements on a going
concern basis, the appropriateness of which largely depends
upon the outcome of the underlying assumptions, as detailed
in Note 3(b)(ii) to the consolidated financial statements, which
in particular include (i) the assumptions regarding the timing of
the Project and the Proceeds as discussed in point (1) above; (ii)
the Group will be able to successfully persuade the contractors
not to insist on repayment of the construction cost payables
before the Company receives the Proceeds from CNPC; and (iii)
the group will be able to raise adequate funding through bank
borrowings.
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Basis for Disclaimer of Opinion (Continued)

2.

Uncertainties relating to going concern
(Continued)

However, the Company has not obtained any written
confirmation that CNPC will pay the Proceeds before 31
December 2018 and the contractors will not insist on payment
of the construction cost payables until the Company receives
the Proceeds from CNPC, and has not provided evidence to
support the likelihood that the ODP will be submitted and
approved as expected.

There were no alternative audit procedures that we could
perform to satisfy ourselves as to whether the Group can
continue as a going concern. Accordingly, we were unable to
determine whether it is appropriate for the directors to prepare
the consolidated financial statements for the year ended 31
December 2017 on the going concern basis. Should the going
concern basis be considered inappropriate, adjustments would
have to be made to write down the carrying amounts of the
Group's assets to their realisable amount, to provide for any
further liabilities which might arise and to reclassify non-current
assets and non-current liabilities as current assets and current
liabilities, respectively. The effects of these adjustments have
not been reflected in the consolidated financial statements.

The directors of the Company also have prepared the
consolidated financial statements for the year ended 31
December 2016 on a going concern basis. In our audit on the
Group’s consolidated financial statements for the year ended
31 December 2016, we were unable to obtain sufficient
appropriate audit evidence to assess the reasonableness of the
application of the going concern basis and among other
matters that exist in last year, and did not express an opinion in
the report.
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Directors’ Responsibilities for the Consolidated
Financial Statements

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

The directors are also responsible for overseeing the Group's financial
reporting process. The Audit Committee assists the directors in
discharging their responsibilities in this regard.
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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our responsibility is to conduct an audit of the Group’s consolidated
financial statements in accordance with Hong Kong Standards on
Auditing (“HKSAs") issued by the HKICPA and to issue an auditor’s
report. This report is made solely to you, as a body, in accordance
with the terms of our engagement, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.

However, because of the matters described in the “Basis for
Disclaimer of Opinion” section of our report, we were not able to
obtain sufficient appropriate audit evidence to provide a basis for an
audit opinion on these consolidated financial statements.

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.

BDO Limited

Certified Public Accountants
Lam Pik Wah

Practising Certificate no. P05325

Hong Kong, 28 March 2018
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For the year ended 31 December 2017 2 —+tF+_A=+—HIFE

2017 2016
—E—t5F T —RF
Notes HK$’'000 HK$°000
Bt aE FETT FET
Revenue Wz 6 13,039 1,117
Cost of inventories sold EEFERA (6,793) (14)
Other income HAn A 7 399 807
Staff costs B TR 9 (11,299) (9,366)
Operating lease rentals KEHERS (4,524) (4,396)
Depreciation of property, plant and ME BREMREB2TE
equipment 15 (2,761) (749)
Fuel costs and utility expenses POME RKEE (151) (172)
Fair value gain/(loss) of financial assets BIEEEZSRMEEY
held for trading AFEERS(BER) 15,678 (1,434)
Impairment of exploration and evaluation & & 5t & E A
assets 16 (39,000) (24,000)
Impairment of intangible assets ELEERE 17 (162,000) (100,000)
Impairment of goodwill EESERED 18 (6,000) =
Gain on disposal of subsidiaries S B A R 2 W 35 - 776
Other operating expenses Hib e g M (31,213) (21,553)
Finance costs Bh & Ak AN 8 (7,002) (6,505)
Loss before income tax MRETEBATEE 9 (241,627) (165,489)
Income tax credits Frigtiife 10 6,774 2,801
Loss for the year REEEFE (234,853) (162,688)
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For the year ended 31 December 2017 &2 —+tF+_A=+—HILFE

Other comprehensive income

Items that may be reclassified
subsequently to profit or loss:
Exchange differences arising on
translation of foreign operations
attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income for the
year

(Loss)/profit attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income
attributable to:
Owners of the Company
Non-controlling interests

Loss per share attributable to owners
of the Company for the year
— Basic and diluted

Notes

B eE
Hip 2 HE W

HEUEEF> BEEER
ZIEH :
THEGRERINEISESE
TR

ZA/NEIE7 2SN
IR =

FEERHWHEAE

T HIfESE (B518),&8F
ZAN/NEIE 2SN
IR R an

THIfEME 2 E R SR

ZA/NEIE? 2SN
IR

ERAREEANEETRFEFESR
B8 12
— EAREE

2017 2016
—E—+F —E—RF
HK$’000 HK$'000
FET FET
119,307 (127,749)
(761) —
118,546 (127,749)
(116,307) (290,437)
(235,510) (162,688)
657 -
(234,853) (162,688)
(116,203) (290,437)
(104) -
(116,307) (290,437)
HK(2.48) HK(1.71)
cents &1l cents &1l
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Consolidated Statement of Financial Position

an

B HRRER

At 31 December 2017 R=_Z—+F+-_A=+—H

Non-current assets
Property, plant and equipment
Exploration and evaluation assets

Intangible assets (other than goodwill)

Goodwill
Deferred tax assets

Current assets
Accounts receivable
Financial assets held for trading
Other receivables, deposits and
prepayments
Cash and bank balances

Total assets

Current liabilities
Other payables and accruals
Amount due to a shareholder
Amounts due to non-controlling
interests

Net current liabilities

Total assets less current liabilities

EHRBEE
Wk - R RRE
HERFEAE
iy 4 (TRIERE)
B
EIEREE

RBEE

e BRK
FFEECEMEE
HipEWFOR - 7] & MFEA
SKIE

R RIRTTHS

HEE

RBAE

H b & 508 M FE A 5RIR
e — R AIRFKIR

FE AN SR B M 25 TR0R

RBEEFE

EERERRBAE

Notes

B aE

15
16
17
18

20(a)

21
22

23

24
25

25

2017 2016
—E2—+tF —TREF
HK$’000 HK3$'000
FET TE7T
31,178 3,396
369,087 380,420
1,523,512 1,571,240
1,151 =
99,673 86,373
2,024,601 2,041,429
- 26,235
74,540 58,862
78,412 6,798
171,926 203,719
324,878 295,614
2,349,479 2,337,043
536,902 432,939
40,626 40,402
6,222 =
583,750 473,341
(258,872) (177,727)
1,765,729 1,863,702
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Consolidated Statement of Financial Position

A MR &R

At 31 December 2017 R=ZE—+tF+=-A=+—H

Non-current liabilities knBER
Convertible notes AR RE =R

Net assets BEEFE

Equity R
Share capital [N
Reserves e
Attributable to owners of the Company AN A &/ H AL
Non-controlling interests VAR i

Total equity BRER

These consolidated financial statements were approved and
authorised for issue by the board of directors on 28 March 2018.

Zhao Guogiang
B R
Director

EE

BESR
FEEZE4R

2017 2016
— ZE-REF

Notes HK$000 HK$'000
FYaE FRET TET
26 64,489 58,039
64,489 58,039

1,701,240 1,805,663

27 475,267 475,267
1,214,193 1,330,396

1,689,460 1,805,663

11,780 -

1,701,240 1,805,663

i
FATEERER

Gu Quan Rong
BE5

Director

EE

T \E= A=+ \BIEREE
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Consolidated Statement of Changes in Equity
oS EER

For the year ended 31 December 2017 B2 _Z—+F+_A=+—HILFE

Attributable to owners of the Company

ARAREEAEL
Convertible Non-
Issued Contributed Share notes Translation Accumulated controlling Total
capital surplus ~ premium reserve reserve losses  Sub-total interests equity
B4 T
BRTRA RARHK RORE RIBRE BRERE RHEB Nt OEERRESE  BRLE
HK$000 HK$'000 HK$000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$000
FiET FET AT FET FET FET TET FET FET
(note 30(a))  (note 30(b))  (note 30(c))
(MizE30@)  (RiEE3000) (MFE30(0)
Balance at 1 January 2016 RZZ-~F-A-A
= 475,267 30,004 1,679,187 695,828 (95,270)  (688,916) 2,096,100 753 2,096,853
Loss for the year rEEER = = = = - (162,688)  (162,688) - (162,688)
Other comprehensive income: Hip2mEMA
Exchange differences on BEBNEBNERZR
translation of foreign
operations - - - - (127,749) - (127,749) - (127,749)
Total comprehensive income AFEZANESRE
for the year - - - - (127,749)  (162,688)  (290,437) - (290,437)
Disposal of subsidiaries (Note 35) (1 & {2 Al (K3t 35) - - - - - - - (753) (753)
Balance at 31 December 2016~ R -E—R%E
+-A=t+—-Bz#&% 475267 30,004 1,679,187 695,828 (223,019)  (851,604) 1,805,663 - 1,805,663
(Loss)/profit for the year KEE(ER)/ &5 - - - - - (2355100 (235510 657 (234,853)
Other comprehensive income: Hib2EHA :
Exchange differences on BEBNBNERZR
translation of foreign
operations - - - - 119,307 - 119,307 (761) 118,546
Total comprehensive income FERZERALER
for the year - - - - 119,307 (2355100 (116,203) (104)  (116,307)
Acquisition of subsidiaries WEER B AR (MizE36)
(Note 36) - - - - - - - 11,884 11,884
Balance at 31 December 2017 R-E—+F
TZAST—-B#s 475267 30,004 1,679,187 695,828 (103,712) (1,087,114) 1,689,460 11,780 1,701,240
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Consolidated Statement of Cash Flows
FAWEERER

For the year ended 31 December 2017 BZ2-_F—+tF+_A=+—HIFE

2017 2016
—E—+tF e ANCS
HK$°000 HK$'000
FHET FET
Cash flows from operating activities REEKRERE
Loss before income tax MRETSBLATES 18 (241,627) (165,489)
Adjustments for: BUATIEEEL A
Interest expenses FBEHAX 7,002 6,505
Depreciation of property, plant and ME - BMEMBREZITE
equipment 2,761 749
Interest income FEHA (25) (25)
Dividend income from financial assets BEEEZEMEBEEY
held for trading g B A (325) =
Fair value (gain)/loss of financial assets #%{’ETET BEZEMEBEY
held for trading NEEE W), BB (15,678) 1,434
Exchange gain, net b 5 s 3HE (49) (782)
Impairment of exploration and R KT B ERE
evaluation assets 39,000 24,000
Impairment of intangible assets mREERE 162,000 100,000
Impairment of goodwill HERE 6,000 -
Gain on disposal of subsidiaries HEKBARZ IS - (776)
Operating cash flows before working &t A& EEREE)
capital changes ARERERE (40,941) (34,384)
Decrease in accounts receivable JFE U SR TE S > 26,951 20,568
Increase in other receivables, deposits HEiEWRIE  sla &
and prepayments FE T EIBE N (70,655) (210)
Increase in other payables and accruals — E b B~ ZUIE K B+ A
0 90,977 5,612
Cash generated from/(used in) REEKRRE(FTeA)
operations Z2HRE 6,332 (8,414)
Income tax paid BERAEH (6) 9)
Net cash generated from/(used in) B RKE, (FrEA)
operating activities ReFE 6,326 (8,423)
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Consolidated Statement of Cash Flows

n‘m iﬁ:ﬁl}lbi%

For the year ended 31 December 2017 B2 _Z—+F+_A=+—HILFE

2017 2016
—E—t5F —E—REF
Notes HK$°000 HK$'000
Bt aE FETT FET
Cash flows from investing activities REEXBRERE
Acquisition of property, plant and WHEME - BE kB
equipment (630) (33)
Disposal of subsidiaries, net of cash HEWBAR B4R E
received pEE=l 35 = 43
Acquisition of subsidiaries, net of cash WHEHBAR  EXNES
paid FER 36 (9,461) -
Acquisition of financial assets held for WEREEEZSMEE
trading - (115)
Cash proceeds from disposal of HERBIEEEZ EaREEY
financial assets held for trading WS FERIEA = 8,261
Interest received B UWFE 25 25
Dividend income from financial assets BIEEECEREEZ
held for trading & B WA 325 -
Net cash (used in)/generated from REEK (BA), FELRS
investing activities HEE (9.741) 8,181
Cash flows from financing activities RERMEZIHHNERER
Advance from a shareholder RE—BIREABK 224 -
Advance from non-controlling interests 2 (3 3F4E AR HE 2R O B TR 6,222 -
Net cash generated from financing RETEBMEENRSFHE
activities 6,446 =
Net increase/(decrease) in cash and cash 3R & RERIRSEH,Cr4)
equivalents R 3,031 (242)
Cash and cash equivalents at FYzRERERRE
beginning of year 203,719 204,278
Effects of foreign exchange rate changes [EZXR & F) v & (34,824) (317)
Cash and cash equivalents atend of FRACBREREFRE  B8F
year, comprising cash and bank ReRIBITEE
balances 171,926 203,719
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Notes to the Consolidated Financial Statements

A IE SRR M EE

31 December 2017 —E—+F+=-A=+—H

1. ORGANISATION AND OPERATIONS HEREE
The Company was incorporated as an exempted company with ARFR_ZEE—FHANBRERS
limited liability in the Cayman Islands on 4 April 2001 under BEARERHEHBEFMAKLATE
the Companies Law of the Cayman Islands. The address of its GAR AR o P =R 2 Hik & Cricket
registered office is Cricket Square, Hutchins Drive, P.O. Box Square, Hutchins Drive, P.O. Box 2681,
2681, Grand Cayman, Cayman Islands. Its principal place of Grand Cayman, Cayman Islands ° & Z &
business is located at Units 5611-12, The Center, 99 Queen'’s EMEM N ESFIRERRKEF 9 HEH
Road Central, Central, Hong Kong. RHPD5611-12F o
The shares of the Company have been listed on the Main Board KRR AEE_F_A+N\HiE
of The Stock Exchange of Hong Kong Limited (“SEHK") with REBHAXSARAR([EBEX
effect from 18 February 2002. Frl) =R ET -
The principal activity of the Company is investment holding. RARZ EBEGEIREER » MARAT]
The principal activities of the Company’s subsidiaries are MEBARZ TBXEBNEAMEHRERM
described in Note 19 to the consolidated financial statements. FE195FML -
2. ADOPTION OF HONG KONG FINANCIAL RMERUBREREN(E;
REPORTING STANDARDS (“HKFRSs") B iR 2R )
(a) Adoption of new/revised HKFRSs — (a) H@H BT EBHER
effective 1 January 2017 HEA —R=FB—tF-A—
BEX
Amendments to HKAS 7 Disclosure Initiative BEgsE B3
FIR2 B3]
Amendments to HKAS 12 Recognition of Deferred Tax Assets for BEeEL AARERERZEL
Unrealised Losses F125.2185] PIRAE
Annual Improvementsto  Amendments to HKFRS 12, Disclosure of “I-MEE-T EREUHERERLE2
HKFRSs 2014-2016 Cycle  Interests in Other Entities —~EBHIEE KB BERE
MBREENEE MEBEER
i
Amendments to HKAS 7 — Disclosure Initiative EEBETTERETHEZEET —
wEEE
The amendments introduce an additional disclosure that ZEEETS| A —TBEINEEE - EE
will enable users of financial statements to evaluate Bz 2 FEAESUTHREED
changes in liabilities arising from financing activities. EEBEES -
The adoption of the amendments has led to the FAZEEIIDERNESRER
additional disclosure presented in the notes to the cash Mizx (FMfEE38) F 25 5BIMEEE o
flow statement, Note 38.
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Notes to the Consolidated Financial Statements

ARE B IS SRR B 5E

31 December 2017 —E—+F+=-A=+—H

ADOPTION OF HONG KONG FINANCIAL 2. BRMERMBHREEDN(E?
REPORTING STANDARDS (“HKFRSs") iR EAER |) (&)
(Continued)
(a) Adoption of new/revised HKFRSs — (a) BRMHFKIETEBUBER
effective 1 January 2017 (Continued) HER —R=B—+tFE—H—
BER (&)
Amendments to HKAS 12 — Recognition of EEETTERFE 125 2155T —
Deferred Tax Assets for Unrealised Losses BEABEE B EXEFEE
E
The amendments relate to the recognition of deferred tax BB EERELCHRELEAR
assets and clarify some of the necessary considerations, o WREETHEZE  BFEH
including how to account for deferred tax assets related BAFEBEFECEFEIAERAZ
to debt instruments measured of fair value. BEERIBEEEZ @ ERIER X -
The adoption of the amendments has no impact on these RN ST E S Z ST B HRER
financial statements as the clarified treatment is ERAMEE S REAEBENE
consistent with the manner in which the Group has B NEREELRERELERIE
previously recognised deferred tax assets. BEMHFA— -
Annual Improvements to HKFRSs 2014-2016 CE-—NMEF-—FE-NFHHY
Cycle — Amendments to HKFRS 12, Disclosure ZEBHBHREER FENE
of Interests in Other Entities — BEBHBREERE12H 2
155T HBEREMERZ E#
The amendments issued under the annual improvements BIEFEENEBREEMNZEEE]
process make small, non-urgent changes to standards IR B R 2 TEE B Ve I
where they are currently unclear. They include MR EINER - HPBREE
amendments to HKFRS 12, Disclosure of Interests in B EREERE 125 WENE
Other Entities, to clarify that the disclosure requirements tERE 2 ER 2B LEFES
of HKFRS 12, other than the requirements to disclose B as 2RI 25 125 MO IR BR AR E (3
summarised financial information, also apply to an B BRERBERIN) MEaERE
entity’s interests in other entities classified as held for sale BRERSYEREERFESH
or discontinued operations in accordance with HKFRS 5, BELENIERBEEMERILE
Non-Current Assets Held for Sale and Discontinued BERIBEBELENHMER
Operations. B AR E TSR R o
The adoption of the amendments to HKFRS 12 has no RME BV BRELENE 125 21&
impact on these financial statements as the Group do not FIEZEVERRTESZE R
have interests in other entities classified as held for sale EALEWESFFREEEMBR
or discontinued operations in accordance with HKFRS 5. EEBFESHEOEARBIELENE

BN R IR ERGAES
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Notes to the Consolidated Financial Statements

A IE SRR M EE

31 December 2017 —E—+F+=-A=+—H

2. ADOPTION OF HONG KONG FINANCIAL 2. KMERBNBHREEN(EHE
REPORTING STANDARDS (“HKFRSs") Bt &R &2 |) (&)
(Continued)
(b) New/revised HKFRSs that have been (b) CEMEMKRERZFHT &
issued but are not yet effective BRI BB EREER
The following new/revised HKFRSs, potentially relevant to AT ]G BB MG R E &
the Group's consolidated financial statements, have been B A E B 7 474 B S & 48
issued, but are not yet effective and have not been early B BEBEMEMKRER W EE
adopted by the Group. The Group’s current intention is AEBRFHEMN - AEE B AN
to apply these changes on the date they become ZEFRERSERAZEER
effective.
Annual Improvementsto  Amendments to HKFRS 1, First-time adoption “E-NER-T EEUBREENE
HKFRSs 2014-2016 Cycle  of Hong Kong Financial Reporting Standards' —NEBRBMESE  2BE BREM
BmERN  BEMBREEL
FEWg
Annual Improvementsto  Amendments to HKAS 28, Investments in “T-NEE-FT EBLIEAFE28H
HKFRSs 2014-2016 Cycle  Associates and Joint Ventures' —NEEREE 2B BEARR
IBmERANy  AEARIKRE
FELE
Amendments to HKFRS 2 Classification and Measurement of Share- ERMBHREED UROAERNZZS
Based Payment Transactions' F 22 (&5 OB R E
HKFRS 9 Financial Instruments’ BRFEREEN SpIA
F9%
HKFRS 15 Revenue from Contracts with Customers' BAFKRELEN FPAHME
E155%
Amendments to HKFRS 15 Revenue from Contracts with Customers EAFERELED FPANNG (BEE
(Clarifications to HKFRS 15)' F 155 BT ISR KRS
155;)"
Amendments to HKAS 40 Transfer of Investment Property’ iy ]| REMENES
FA40R 2185
HK(FRIC)-Int 22 Foreign Currency Transactions and Advance R (BRTHERE IMEZHRBHRE'
Consideration’ ZEBZE®)-
REE2HR
Amendments to HKFRS 9 Prepayment Features with Negative EEMEREED BREEZEER
Compensation? EIR B BHE?
HKFRS 16 Leases? BRMBRELEN HE?
£165%
HK(FRIC)-Int 23 Uncertainty over Income Tax Treatments? BE(BRTBERS IEHEEN
ZEZE®)- TR
ABE 235
Amendments to HKFRS 10 Sale or Contribution of Assets between an BEGHRELR REEREBL AT
and HKAS 28 Investor and its Associate or Joint Venture® FI0RREEE AEARZELER
FHERIE28H . EAEBE]
5l
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Notes to the Consolidated Financial Statements

ARE B IS SRR B 5E

31 December 2017 —E—+F+=-A=+—H

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (Continued)

i Effective for annual periods beginning on or after 1 January 2018
2 Effective for annual periods beginning on or after 1 January 2019

3 The amendments were originally intended to be effective for
periods beginning on or after 1 January 2016. The effective date
has now been deferred/removed. Early application of the
amendments of the amendments continue to be permitted.

The Group is in the process of making an assessment of
what the impact of these amendments is expected to be
in the period of initial application. So far it has concluded
that the adoption of them is unlikely to have significant
impact on the Group's result of operations and financial
positions. Specially, the Group assesses the impact of
HKFRS9, HKFRS 15 and HKFRS 16 as follows:

Annual Improvements to HKFRSs 2014-2016
Cycle — Amendments to HKFRS 1, First-time
Adoption of Hong Kong Financial Reporting
Standards

The amendments issued under the annual improvements
process make small, non-urgent changes to standards
where they are currently unclear. They include
amendments to HKFRS 1, First-time Adoption of Hong
Kong Financial Reporting Standards, removing transition
provision exemptions relating to accounting periods that
had already passed and were therefore no longer
applicable.

RMBEEPBERELER (&

(b) BIEMFIENKENZHT S

B ERMBREER (&)

! R-B-NF-A-BREEMAKZ
FEHREXR

2 R-ZF-NF-A—-BHEKHAKZ
FEHRER

: ZEBITRAIR-_E—R"F—A—A
S HIER B2 SR A - £REHR
BIEE BUH - DA REEAZE

ERT ©

AEER T EZFEBIIEEXE
FAHEESSELENTE  BigS
RARMZZEBET T RAILHAE
BEMEEEERMERENERNT
2. ARME  AKBERESYE
WMEERFIN BEMBMEE
BIZE 15 R BB M mMEERFE
165h 2 BT 2T ¢

—EHEE_F-ANFHY
BEBUBHREEA Z FERE
— BBUBHREEAEI1HZ
1BE] BEXRABE B BHE
25

RIBFESCEBRERMNZFER
$ IR B I AR RE R 2 TR R
AR ZINEN - B BEHE
BMBREENFE1HRERNERAE
B R EERIERT - ZKERTM
ETHEERESHHRERNEAM
THRERHER IR R
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31 December 2017 —E—+F+=-A=+—H

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

(b) New/revised HKFRSs that have been

issued but are not yet effective (Continued)

Annual Improvements to HKFRSs 2014-2016
Cycle — Amendments to HKAS 28, Investments
in Associates and Joint Ventures

The amendments issued under the annual improvements
process make small, non-urgent changes to standards
where they are currently unclear. They include
amendments to HKAS 28, Investments in Associates and
Joint Ventures, clarifying that a Venture Capital
organisation’s permissible election to measure its
associates or joint ventures at fair value is made
separately for each associate or joint venture.

Amendments to HKFRS 2 — Classification and
Measurement of Share-Based Payment
Transactions

The amendments provide requirements on the accounting
for the effects of vesting and non-vesting conditions on
the measurement of cash-settled share-based payments;
share-based payment transactions with a net settlement
feature for withholding tax obligations; and a
modification to the terms and conditions of a share-
based payment that changes the classification of the
transaction from cash-settled to equity-settled.

RMWBERBYBREER(F)
PSR EER ) @)

(b)

EEMGERRERZHT R
BT ERMBREER (&)

CE-NEZ_FE—-XFHAHY
EBUKBEER  FENE
— BEREBEERF28F 215
F BELAGREERAGZR
=

FEIEBRETRONETEES
TRZERI B Al i T BR R BR D #ETT /N
iBEY - FEEZMER] c HPBIEY
ERETERIE 28R MNEE N R
BERANRENER]  KERE
BRBREAEEAEERATER
AFEMERRHALERRA  MKE
BUZHEBERRRNGERRR/E
REVEL -

BB M EERE 252155
— UROBERNKXEZZS
B E

% FIER] 4 5R B I R R B R 1 Rt
EUR A E AR SRR R
MEE: RETEMREEMASR
FREE RO ARG BEREA R
ZR 5 WRERZIERIHER T
EEFORBEEZ ARDRER
MR G RMGFEER] - RS
FHERIBIIAZIHTE
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31 December 2017 —E—+F+=-A=+—H

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (Continued)

HKFRS 9 — Financial Instruments

HKFRS 9 introduces new requirements for the
classification and measurement of financial assets. Debt
instruments that are held within a business model whose
objective is to hold assets in order to collect contractual
cash flows (the business model test) and that have
contractual terms that give rise to cash flows that are
solely payments of principal and interest on the principal
amount outstanding (the contractual cash flow
characteristics test) are generally measured at amortised
cost. Debt instruments that meet the contractual cash
flow characteristics test are measured at fair value
through other comprehensive income (“FVTOCI”) if the
objective of the entity’s business model is both to hold
and collect the contractual cash flows and to sell the
financial assets. Entities may make an irrevocable election
at initial recognition to measure equity instruments that
are not held for trading at FVTOCI. All other debt and
equity instruments are measured at fair value through
profit and loss (“FVTPL").

HKFRS 9 includes a new expected loss impairment model
for all financial assets not measured at FVTPL replacing
the incurred loss model in HKAS 39 and new general
hedge accounting requirements to allow entities to better
reflect their risk management activities in financial
statements.

RMWBERBYBRELER(F)
PR EER ) @)

(b) EEMEMKRER IR

BT ERMBREER (&)

BEEUBHRELERFIN — &
B TA

BEMBRELAFIRIESD AL
BENDBNMFBZHBRE - WEH
BARAEEMENRKIAE DR
EmAERTEGEHRRAE) A
REAEEBRSRZBNIGEHREES
XA E RARBEARNEHNEHES
TR(AHORSREBAR) - — K
WHHKAGE - HEREBEN
BB OREARA KA HRE
MARHESREE  AINEAH
BenBFEEANES TARRZA
FEEFAREMZE WS (RAF
BEFARMEEARSE DE-E
B8 AT X ) 25 RE SR B 1 h 1 AT U A
EE - AEAVFEERARMER
WRFABUFFEEENRAT
B AR MERRRATANRR
REES AR ((RAPEER
Bt ARz TAHE -

BEMBRE LT IFRH I IR
NPEEFABRNAAESHEE
SIAFH B EERERR (AR
BREEFEANFE IR ZEELEE
) AR — REDPEFTHE -
UREBERBRNT BRI AERERR
RBREEREE -
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31 December 2017 —E—+F+=-A=+—H

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

(b) New/revised HKFRSs that have been

issued but are not yet effective (Continued)

HKFRS 9 — Financial Instruments (Continued)

HKFRS 9 carries forward the recognition, classification
and measurement requirements for financial liabilities
from HKAS 39, except for financial liabilities designated
at FVTPL, where the amount of change in fair value
attributable to change in credit risk of the liability is
recognised in other comprehensive income unless that
would create or enlarge an accounting mismatch. In
addition, HKFRS 9 retains the requirements in HKAS 39
for derecognition of financial assets and financial
liabilities.

The directors of the Company have reviewed the Group’s
financial assets as at 31 December 2017 and anticipate
that the application of HKFRS 9 in the future may result
in early recognition of credit losses based on expected
loss model in relation to the Group's financial assets
measured at amortised cost and is not likely to have other
material impact on the result and financial position of the
Group based on an analysis of the Group’s existing
business model.

HKFRS 15 — Revenue from Contracts with
customers

The new standard establishes a single revenue recognition
framework. The core principle of the framework is that
an entity should recognise revenue to depict the transfer
of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects
to be entitled in exchange for those goods and services.
HKFRS 15 supersedes existing revenue recognition
guidance including HKAS 18 Revenue, HKAS 11
Construction Contracts and related interpretations.

RMWBERBYBREER(FE
PSR EER ) @)

(b) EEMEMKRERZHT R

BT ERMBREER (&)

BEEUBHRELEREIN — &
MTE(E)

BEMBRERAUFIREHEL
S ERENRERT R A B
R BENFTENHRE  ERER
NFBEFABZZEREER
s ERBBEEERBRESHMESL
ZRFEEZSHENEMEEK
AFER - S 5| B BA S8 AT
RIREEBRIN o WO - BAMBRE
ERIFIRREET B G ERSF 39
FEEKIEREREERERE
BEVRE -

ARREZCEHAKER-F
—tF+_A=t—HBHNE®ME
B WIRHIR R R FE & B B 5
SEAEIR AL ENIERHER
FEEEE FEBERNIAARIZE
HRAGENARESREENTE
HBERASER - REAKER
BEBRA - T eHAKEN XA
KRB G REMERNTZE

BEBUBHEERIEISH —F
F&AR

FERIR B — Was fERIESR  1E
RIZRAAERBERERNLE A
FAEBR KRR 5 &R TR
Hr B e AR ER TP EEMN
EHEEmARBORZEE - B
R s ERE 15 RRARIRE W
MRSl - MAWGEERIESI B
EBGTERIE 185 [l - BH
SRFERIFE MR EELL] KA
PR -
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ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (Continued)

HKFRS 15 — Revenue from Contracts with
customers (Continued)

HKFRS 15 requires the application of a 5 steps approach
to revenue recognition:

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

o Step 2:  Identify the performance obligations in
the contract

o Step 3:  Determine the transaction price

o Step 4:  Allocate the transaction price to each
performance obligation

o Step 5:  Recognise revenue when each
performance obligation is satisfied

HKFRS 15 includes specific guidance on particular
revenue related topics that may change the current
approach taken under HKFRS. The standard also
significantly enhances the qualitative and quantitative
disclosures related to revenue.

Based on the preliminary assessment conducted, the
Group does not expect the adoption of HKFRS 15 would
have a material impact on the results and financial
position of the Group other than additional disclosures.
However, the Group will perform a more detailed analysis
to determine the amounts and impacts for the Group on
adoption of HKFRS 15.

Amendments HKFRS 15 — Revenue from
Contracts with Customers (Clarifications to
HKFRS 15)

The amendments to HKFRS 15 included clarifications on
identification of performance obligations; application of
principal versus agent; licenses of intellectual property;
and transition requirements.
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ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

(b) New/revised HKFRSs that have been

issued but are not yet effective (Continued)

HK(IFRIC)-Int 22 — Foreign Currency
Transactions and Advance Consideration

The Interpretation provides guidance on determining the
date of the transaction for determining an exchange rate
to use for transactions that involve advance consideration
paid or received in a foreign currency and the recognition
of a non-monetary asset or non-monetary liability. The
Interpretations specifies that the date of the transaction
for the purpose of determining the exchange rate to use
on initial recognition of the related asset, expense or
income (or part thereof) is the date on which the entity
initially recognises the non-monetary asset or non-
monetary liability arising from the payment or receipt of
advance consideration.

Amendments to HKFRS 9 — Prepayment
Features with Negative Compensation

The amendments clarify that prepayable financial assets
with negative compensation can be measured at
amortised cost or at fair value through other
comprehensive income if specified conditions are met —
instead of at fair value through profit or loss.
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ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (Continued)

HKFRS 16 — Leases

HKFRS 16, which upon the effective date will supersede
HKAS 17 “Leases” and related interpretations, introduces
a single lessee accounting model and requires a lessee to
recognise assets and liabilities for all leases with a term of
more 12 months, unless the underlying asset is of low
value. Specifically, under HKFRS 16, a lessee is required to
recognise a right-of-use asset representing its right to use
the underlying leased asset and a lease liability
representing its obligation to make lease payments.
Accordingly, a lessee should recognise depreciation of
the right-of use asset and interest on the lease liability,
and also classifies cash repayments of the lease liability
into a principal portion and an interest portion and
presents them in the statement of cash flows. Also, the
right-of-use asset and the lease liability are initially
measured on a present value basis. The measurement
includes non-cancellable lease payments and also includes
payments to be made in optional periods if the lessee is
reasonably certain to exercise an option to extend the
lease, or to exercise an option to terminate the lease. This
accounting treatment is significantly different from the
lessee accounting for leases that are classified as
operating leases under the predecessor standard, HKAS
17.

In respect of the lessor accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17. Accordingly, a lessor continues
to classify its leases as operating leases or finance leases,
and to account for those two types of leases differently.
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ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

(b) New/revised HKFRSs that have been

issued but are not yet effective (Continued)

HKFRS 16 — Leases (Continued)

At 31 December 2017, the Group, as lessee, has
non-controllable operating lease commitment of
HK$13,069,000. A preliminary assessment indicate that
these arrangement will meet the definition of a lease
under HKFRS 16, and hence the Group will recognize a
right-of-use asset and a corresponding liability in respect
of all these leases unless they qualify for low value of
short-term leases upon the application of HKFRS 16. In
addition, the application of new requirements may result
in changes in measurement, presentation and disclosure
as indicated above.

HK(IFRIC)-Int 23 — Uncertainty over Income
Tax Treatments

The Interpretation supports the requirements of HKAS
12, Income Taxes, by providing guidance over how to
reflect the effects of uncertainty in accounting for income
taxes. Under the Interpretation, the entity shall determine
whether to consider each uncertain tax treatment
separately or together based on which approach better
predicts the resolution of the uncertainty. The entity shall
also assume the tax authority will examine amounts that
it has a right to examine and have full knowledge of all
related information when making those examinations. If
the entity determines it is probable that the tax authority
will accept an uncertain tax treatment, then the entity
should measure current and deferred tax in line with its
tax filings. If the entity determines it is not probable, then
the uncertainty in the determination of tax is reflected
using either the “most likely amount” or the “expected
value” approach, whichever better predicts the resolution
of the uncertainty.
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2. ADOPTION OF HONG KONG FINANCIAL 2. RHBEBUBBREER(F;
REPORTING STANDARDS (“HKFRSs") BIRSSREER |) (2)
(Continued)

(b) New/revised HKFRSs that have been (b) EEGEEMRERZHT &

issued but are not yet effective (Continued)

Amendments to HKFRS 10 and HKAS 28 — Sale
or Contribution of Assets between an Investor
and its Associate or Joint Venture

The amendments clarify the extent of gains or losses to
be recognised when an entity sells or contributes assets
to its associate or joint venture. When the transaction
involves a business the gain or loss is recognised in full,
conversely when the transaction involves assets that do
not constitute a business the gain or loss is recognised
only to the extent of the unrelated investors’ interests in
the joint venture or associate.

The Group is in the process of making an assessment of
what the impact of these amendments is expected to be
in the period of initial application. So far it has concluded
that the adoption of them is unlikely to have a significant
impact on the Group’s result of operations and financial
positions, except for those preliminary assessments
disclosed above.

BASIS OF PREPARATION

(a) Statement of compliance

The consolidated financial statements have been
prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs"”), Hong Kong
Accounting Standards (“HKASs"”) and Interpretations
(hereinafter collectively referred to as the “HKFRSs"”) and
the disclosure requirements of the Hong Kong Companies
Ordinance which concern to preparation of financial
statement. In addition, the consolidated financial
statements include applicable disclosures required by the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).
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3.

BASIS OF PREPARATION (Continued)

(b) Basis of measurement and going concern
assumption

(i)

(ii)

Basis of measurement

The consolidated financial statements have been
prepared under the historical cost basis except for
certain financial instruments, which are measured
at fair values.

Going concern basis

During the year ended 31 December 2017, the
Group has incurred a loss of HK$234,853,000
(2016: HK$162,688,000) and at the end of
reporting period, its current liabilities exceeded its
current assets by HK$258,872,000 (2016:
HK$177,727,000). 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 and therefore, the Group may
not be able to realise its assets and discharge its
liabilities in the normal course of business.

As at 31 December 2017, the directors are still
negotiating the Gas Sales Agreements (“GSA")
with China National Petroleum Corporation
("CNPC”) and expect that the negotiation will
complete in the year 2018. The GSA with CNPC
covers a number of provisions, such as terms of the
GSA, quantity of volume commitments, gas quality,
price terms, delivery obligations and delivery point,
etc. The key outstanding point which the Group
has yet to agree with CNPC is the unit price of gas.
The natural gas pricing reform which reformed
pricing mechanism on natural gas is a major
reference point for the Group to negotiate the
pricing terms with CNPC.
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3. BASIS OF PREPARATION (Continued) 3. REE%E 5
(b) Basis of measurement and going concern (b) FTEEERZFELSERRE)

assumption (Continued)

(i) Going concern basis (Continued) (i) FELEHREE)

The Group has been carrying out exploration and
evaluation activities at the site and working with
professional parties to prepare the data and
information that are required for the Overall
Development Program (“ODP") for government
approval before full production could be started. As
at 31 December 2017, the approval of ODP from
National Development and Reform Commission has
not yet been obtained. The delay in finalising
the ODP is the major reason for the delay in
government approval. Based on current information
available to the directors, the directors expect
that the ODP should be ready by 2018. The
development and production period should start
immediately after obtaining relevant government
approval.
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3. BASIS OF PREPARATION (Continued)

(b) Basis of measurement and going concern

assumption (Continued)

(i) Going concern basis (Continued)

As an interim measures to strengthen the Group’s
cash flow before the signing of the GSA, a
preliminary natural gas sharing proposal was
discussed and agreed by the joint management
committee of Kashi project which comprised
representatives from CNPC and the Group on 18
February 2014 (“the Proposal”). Based on the
Proposal, the Group will receive the proposed
distribution of natural gas from pilot-production
which was extracted and delivered before 1 January
2014. A second natural gas sharing proposal was
discussed and agreed by the joint management
committee on 3 March 2015 (the “2nd Proposal”)
which covered the natural gas from pilot-
production which was extracted and delivered
during the year ended 31 December 2014. Up to
the date of approval of these consolidated financial
statements, the Company has yet to sign another
proposal with CNPC which covers the natural gas
from pilot-production which was extracted and
delivered after 31 December 2014. However, the
unit price in the preliminary sharing proposals is
only a preliminary unit price used for preliminary
sharing. The final unit price is still subject to change
and could only be confirmed after the formal GSA
signed. Up to the date of approval of these
consolidated financial statements, the Group has
not yet received the proceeds as agreed in the
preliminary sharing proposals, and the directors
have yet to fix the payment schedule with CNPC.
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3. BASIS OF PREPARATION (Continued) 3. RAEEE#®)

(b) Basis of measurement and going concern
assumption (Continued)

(b) FIEEERBELERBRRE)

(i) Going concern basis (Continued)

(i) FEEEEEE)

The Group's current liabilities as at 31 December
2017 are mainly attributable to exploration and
evaluation cost payables amounting to
HK$421,119,000 (2016: HK$392,569,000). The
directors of the Company confirm that these
contractors are aware of the fact that the Company
has yet to receive the proceeds from preliminary
gas sharing proposals, and that the Group will be
able to successfully persuade these contractors not
to insist on repayment of the construction costs
until CNPC has settled the proceeds as agreed in
the preliminary gas sharing proposals. However,
there is no certainty that these contractors will not
demand repayment before the Company receive
the proceeds from CNPC.

In view of the net current liabilities position, the
directors have carried out a detailed review of the
cash flow forecast of the Group covering a period
of not less than twelve months from the end of the
reporting period based on certain underlying
assumptions including (i) the ODP will be approved
before 31 December 2018 and the development
stage and commercial production of the natural gas
field will be commenced after obtaining relevant
approval; (i) CNPC will pay the proceeds as agreed
in the preliminary gas sharing proposals before 31
December 2018; (iii) the Group will be able to
successfully persuade contractors not to insist on
repayment of the construction cost payables before
the Company receives the proceeds from the
preliminary gas sharing proposals from CNPC; and
(iv) the Group will be able to raise adequate
funding through bank borrowings. Taking into
account the above assumptions, the directors of
the Company consider the Group will have
sufficient working capital to meet its financial
obligations as and when they fall due within the
twelve months from 31 December 2017.
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3. BASIS OF PREPARATION (Continued)

(b) Basis of measurement and going concern

assumption (Continued)
(i) Going concern basis (Continued)

There is material uncertainty related to the
outcomes of the above events or conditions that
may cast significant doubt on the Group’s ability to
continue as a going concern and, therefore, the
Group may be unable to realise its assets and
discharge its liabilities in the normal course of
business. Should the use of the going concern basis
in preparation of the consolidated financial
statements be determined to be not appropriate,
adjustments would have to be made to write down
the carrying amounts of the Group’s assets to their
realisable value, to provide for any further liabilities
which might arise and to reclassify non-current
assets and non-current liabilities as current assets
and current liabilities, respectively. The effects of
these adjustments have not been reflected in the
consolidated financial statements.

() Functional and presentation currency

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

4. SIGNIFICANT ACCOUNTING POLICIES

(a) Business combination and basis of

consolidation

The consolidated financial statements comprise the
financial statements of the Company and its subsidiaries
("the Group”). Inter-company transactions and balances
between group companies together with unrealised
profits are eliminated in full in preparing the consolidated
financial statements. Unrealised losses are also eliminated
unless the transaction provides evidence of impairment
on the asset transferred, in which case the loss is
recognised in profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4. BERETEE#E)

(a) Business combination and basis of (a) EBEHREEEE(E)

consolidation (Continued)

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement of
comprehensive income from the dates of acquisition or
up to the dates of disposal, as appropriate. Where
necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with those used by other members of
the Group.

Acquisition of subsidiaries or businesses is accounted for
using the acquisition method. The cost of an acquisition
is measured at the aggregate of the acquisition-date fair
value of assets transferred, liabilities incurred and equity
interests issued by the Group, as the acquirer. The
identifiable assets acquired and liabilities assumed are
principally measured at acquisition-date fair value. The
Group's previously held equity interest in the acquiree is
re-measured at acquisition-date fair value and the
resulting gains or losses are recognised in profit or loss.
The Group may elect, on a transaction-by-transaction
basis, to measure the non-controlling interest that
represent present ownership interests in the subsidiary
either at fair value or at the proportionate share of the
acquiree’s identifiable net assets. All other non-
controlling interests are measured at fair value unless
another measurement basis is required by HKFRSs.
Acquisition-related costs incurred are expensed unless
they are incurred in issuing equity instruments in which
case the costs are deducted from equity.

Any contingent consideration to be transferred by the
acquirer is recognised at acquisition-date fair value.
Subsequent adjustments to consideration are recognised
against goodwill only to the extent that they arise from
new information obtained within the measurement
period (a maximum of 12 months from the acquisition
date) about the fair value at the acquisition date. All
other subsequent adjustments to contingent
consideration classified as an asset or a liability are
recognised in profit or loss.
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

(b)

Business combination and basis of
consolidation (Continued)

When the Group loses control of a subsidiary, the profit
or loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and (ii)
the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interest. Amounts previously recognised in
other comprehensive income in relation to the subsidiary
are accounted for in the same manner as would be
required if the relevant assets or liabilities were disposed
of.

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those interests
at initial recognition plus such non-controlling interest’s
share of subsequent changes in equity. Total
comprehensive income is attributed to such non-
controlling interests even if this results in those non-
controlling interests having a deficit balance.

Subsidiaries

A subsidiary is an investee over which the Company is
able to exercise control. The Company controls an
investee if all three of the following elements are present:
power over the investee, exposure, or rights, to variable
returns from the investee, and the ability to use its power
to affect those variable returns. Control is reassessed
whenever facts and circumstances indicate that there
may be a change in any of these elements of control.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b) Subsidiaries (Continued)

(c)

De-facto control exists in situations where the Company
has the practical ability to direct the relevant activities of
the investee without holding the majority of the voting
rights. In determining whether de-facto control exists the
Company considers all relevant facts and circumstances,
including:

o The size of the Company’s voting rights relative to
both the size and dispersion of other parties who
hold voting rights;

o Substantive potential voting rights held by the
Company and other parties who hold voting rights;

o Other contractual arrangements; and
o Historic patterns in voting attendance.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less any
impairment loss. The results of subsidiaries are accounted
for by the Company on the basis of dividends received
and receivable.

Joint arrangements

The Group is a party to a joint arrangement where there
is a contractual arrangement that confers joint control
over the relevant activities of the arrangement to the
group and at least one other party. Joint control is
assessed under the same principles as control over
subsidiaries.

4. EXS

ST )

(b) MEBATE)

(9]

WARREEERENSIEREY
KAAREE - ﬁﬁﬁ/,ﬁ—ir*ﬁjiy%(&

R AIGEERIZEGE -BX
RGeS FER $’A§J%F§
PAEMEBSEENRER 8% :

o ﬁﬂﬁ@ﬁﬁ&m%/\im%
EROHUIER AR
E’\]%(Ey9 ;

o ARa R EMFEIREREAL
Fris BN ER BRI IR

o H#ARRH: K
o BHEZEREMNHFRLE-

RARRFBRAKF - KEHE
R ERRARAE AR (E B 1R T B o
ARRZE R R BRI S 2 &2
1 H R R 2 AR o

hE R

AEERMELRHN—T  BHR
BT ASERE DR EAM T

BEHEREE L - BAEHIR
IRPR I P 2 B AR R R R TTRY
i o

Annual Report £3§ 2017 81




Notes to the Consolidated Financial Statements

A IE SRR M EE

31 December 2017 —E—+F+=-A=+—H

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c) Joint arrangements (Continued)

The Group classifies its interests in joint arrangements as

either:

o Joint ventures: where the group has rights to only
the net assets of the joint arrangement; or

o Joint operations: where the group has both the
rights to assets and obligations for the liabilities of
the joint arrangement.

In assessing the classification of interests in joint
arrangements, the Group considers:

o The structure of the joint arrangement;

o The legal form of joint arrangements structured
through a separate vehicle;

o The contractual terms of the joint arrangement
agreement; and

o Any other facts and circumstances (including any
other contractual arrangements).

Any premium paid for an investment in a joint venture
above the fair value of the Group’s share of the
identifiable assets, liabilities and contingent liabilities
acquired is capitalised and included in the carrying
amount of the investment in joint venture. Where there
is objective evidence that the investment in a joint
venture has been impaired the carrying amount of the
investment is tested for impairment in the same way as
other non-financial assets.

The Group accounts for its interests joint operations by
recognising its share of assets, liabilities, revenues and
expenses in accordance with its contractually conferred
rights and obligations.

The Company’s interests in joint ventures are stated at
cost less impairment losses, if any. Results of joint
ventures are accounted for by the Company on the basis
of dividends received and receivable.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4. BERETEE#E)

(d) Goodwiill (d) &E

Where the fair value of identifiable assets and liabilities
exceed the aggregate of the fair value of consideration
paid, the amount of any non-controlling interest in the
acquiree and the acquisition date fair value of the
acquirer’s previously held equity interest in the acquiree,
the excess is recognised in profit or loss on the acquisition
date, after re-assessment.

Goodwill is measured at cost less impairment losses. For
the purpose of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units that are expected to benefit from the
synergies of the acquisition. A cash-generating unit is the
smallest identifiable group of assets that generates cash
inflows that are largely independent of the cash inflows
from other assets or groups of assets. A cash-generating
unit to which goodwill has been allocated is tested for
impairment annually, by comparing its carrying amount
with its recoverable amount (see note 4(0)), and
whenever there is an indication that the unit may be
impaired.

For goodwill arising on an acquisition in a financial year,
the cash-generating unit to which goodwill has been
allocated is tested for impairment before the end of that
financial year. When the recoverable amount of the cash-
generating unit is less than the carrying amount of the
unit, the impairment loss is allocated to reduce the
carrying amount of any goodwill allocated to the unit
first, and then to the other assets of the unit pro-rata on
the basis of the carrying amount to each asset in the unit.
However, the loss allocated to each asset will not reduce
the individual asset’s carrying amount to below its fair
value less cost of disposal (if measurable) or its value in
use (if determinable), whichever is the higher. Any
impairment loss for goodwill is recognised in profit or loss
and is not reversed in subsequent periods.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e) Property, plant and equipment

Property, plant and equipment are stated at historical
cost less accumulated depreciation and any accumulated
impairment losses.

The cost of property, plant and equipment includes its
purchase price and the costs directly attributable to the
acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other
repairs and maintenance are recognised as an expense in
profit or loss during the financial period in which they are
incurred.

Property, plant and equipment are depreciated so as to
write off their cost or valuation net of expected residual
value over their estimated useful lives on a straight-line
basis. The useful lives, residual value and depreciation
method are reviewed, and adjusted if appropriate, at the
end of each reporting period. The useful lives are as
follows:

Leasehold improvements 3-6 years or over the term of
the lease; if shorter

Furniture and fixtures 4-8 years
Motor vehicles 6-8 years
Natural gas pipeline 10 years

An asset is written down immediately to its recoverable
amount if its carrying amount is higher than the assets
estimated recoverable amounts.

The gain or loss on disposal of an item of property, plant
and equipment is the difference between the net sales
proceeds and its carrying amount, and is recognised in
profit or loss on disposal.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

0

Exploration and evaluation assets

Exploration and evaluation assets are recognised at cost
on initial recognition. Subsequent to initial recognition,
exploration and evaluation assets are stated at cost less
any accumulated impairment losses. Costs directly
associated with an exploratory wells (drilling cost and
others) are capitalised pending a determination of
whether sufficient quantities of potentially economic gas
reserves have been discovered. If it is determined that
commercial discovery has not been achieved, these costs
are charged to profit or loss.

Expenditure incurred in the preliminary exploration stage
are written off as expense as incurred.

When the technical feasibility and commercial viability of
extracting natural resources become demonstrable,
relevant previously recognised exploration and evaluation
assets are reclassified as gas properties under property,
plant and equipment. These assets are assessed for
impairment before reclassification.

Impairment of exploration and evaluation
assets

The carrying amount of the exploration and evaluation
assets is reviewed when facts and circumstances suggest
that the carrying amount of an exploration and
evaluation assets may exceed its recoverable amount.
When one or more of the following events or changes in
circumstances indicate that the carrying amount may not
be recoverable, the Group shall perform an impairment
test in accordance with HKAS 36.

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

o substantive expenditure on further exploration for
and evaluation of natural resources in the specific
area is neither budgeted nor planned.
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

(9)

Exploration and evaluation assets (Continued)

Impairment of exploration and evaluation
assets (Continued)

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

° 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 profit or loss
whenever the carrying amount of an asset exceeds its
recoverable amount.

Leasing

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

The Group as lessee

Assets held under finance leases are initially recognised as
assets at their fair value or, if lower, the present value of
the minimum lease payments. The corresponding lease
commitment is shown as a liability. Lease payments are
analysed between capital and interest. The interest
element is charged to profit or loss over the period of the
lease and is calculated so that it represents a constant
proportion of the lease liability. The capital element
reduces the balance owed to the lessor.

The total rentals payable under the operating leases are
recognised in profit or loss on a straight-line basis over
the lease term. Lease incentives received are recognised
as an integrated part of the total rental expense, over the
term of the lease.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(9)

(h)

Leasing (Continued)
The Group as lessor

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

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the
carrying amount of the leased asset and recognised as an
expense on the straight-line basis over the lease term.

Intangible assets (other than goodwill)
(i) Acquired intangible assets

Intangible assets acquired separately are initially
recognised at cost. The cost of intangible assets
acquired in a business combination is fair value at
the date of acquisition. Subsequently, intangible
assets with finite useful lives are carried at cost less
accumulated amortisation and accumulated
impairment losses. The interests in petroleum
production sharing contracts were amortised on
unit of production method.
(ii) Impairment
Intangible assets with finite lives are tested for
impairment when there is an indication that an
asset may be impaired. Intangible assets with
indefinite useful lives and intangible assets not yet
available for use are tested for impairment annually,
irrespective of whether there is any indication that
they may be impaired. Intangible assets are tested
for impairment by comparing their carrying
amounts with their recoverable amounts (see the
accounting policies in respect of impairment of
assets (other than financial assets) below). If the
recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount.

An impairment loss is recognised as an expense
immediately, unless the relevant asset is carried at a
revalued amount, in which case the impairment
loss is treated as revaluation decrease to the extent
of its revaluation surplus.
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4,

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(i) Financial Instruments

(i)

Financial assets

The Group classifies its financial assets at initial
recognition, depending on the purpose for which
the asset was acquired. Financial assets at fair value
through profit or loss are initially measured at fair
value and all other financial assets are initially
measured at fair value plus transaction costs that
are directly attributable to the acquisition of the
financial assets. Regular way purchases or sales of
financial assets are recognised and derecognised on
a trade date basis. A regular way purchase or sale is
a purchase or sale of a financial asset under a
contract whose terms require delivery of the asset
within the time frame established generally by
regulation or convention in the marketplace
concerned.

Financial assets at fair value through profit or loss

These assets include financial assets held for trading
and financial assets designated upon initial
recognition as at fair value through profit or loss.
Financial assets are classified as held for trading if
they are acquired for the purpose of sale in the
near term.

Subsequent to initial recognition, financial assets at
fair value through profit or loss are measured at fair
value, with changes in fair value recognised in
profit or loss in the period in which they arise.

Loans and receivables

These assets are non-derivative financial assets with
fixed or determinable payments that are not quoted
in an active market. They arise principally through
the provision of goods and services to customers
(trade debtors), and also incorporate other types of
contractual monetary asset. Subsequent to initial
recognition, they are carried at amortised cost
using the effective interest method, less any
identified impairment losses.
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4,

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(i) Financial Instruments (Continued)

(i)

(ii)

Financial assets (Continued)
Available-for-sale financial assets

These assets are non-derivative financial assets that
are designated as available-for-sale or are not
included in other categories of financial assets.
Subsequent to initial recognition, these assets are
carried at fair value with changes in fair value
recognised in other comprehensive income, except
for impairment losses and foreign exchange gains
and losses on monetary instruments, which are
recognised in profit or loss.

For available-for-sale equity investments that do not
have a quoted market price in an active market and
whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled by
delivery of such unquoted equity instruments, they
are measured at cost less any identified impairment
losses.

Impairment of financial assets

The Group assesses, at the end of each reporting
period, whether there is any objective evidence that
financial asset is impaired. Financial asset is
impaired if there is objective evidence of
impairment as a result of one or more events that
has occurred after the initial recognition of the
asset and that event has an impact on the
estimated future cash flows of the financial asset
that can be reliably estimated. Evidence of
impairment may include:

o significant financial difficulty of the debtor;
. a breach of contract, such as a default or
delinquency in interest or principal payments;

° granting concession to a debtor because of
debtor’s financial difficulty;

° it becoming probable that the debtor will
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4. SIGNIFICANT ACCOUNTING POLICIES 4, EREFABER#E
(Continued)
(i) Financial Instruments (Continued) () =WMTERE)
(ii) Impairment of financial assets (Continued) (i) £MEERE )
oh B ETd =
For loans and receivables BEARERANRNE
An impairment loss is recognised in profit or loss fﬁ%%ﬁﬁ%%fﬁé@_@%t g
when there is objective evidence that the asset is E@Tg@ﬁﬂﬁﬁau\/)&ﬁi% ' i_i
impaired, and is measured as the difference E:ﬁé&ﬁﬁﬁﬁ/jﬁﬁ,\@é
between the asset’s carrying amount and the MIFBER 2 St RARB £ &
present value of the estimated future cash flows E’E“TE\E)]%%E %'ﬂfﬁzfﬁ
discounted at the original effective interest rate. %ﬁ?{iﬁﬁ%{ﬁﬁﬁﬂ&i}% ’ i%
The carrying amount of financial asset is reduced Eﬁsﬁ\éﬁﬁﬁlﬂ?gn Tael
through the use of an allowance account. When . ,1|J,E<\\ﬁ|§g§§érﬂ§§2%§1ﬁ
any part of financial asset is determined as AR ©
uncollectible, it is written off against the allowance
account for the relevant financial asset.
For Available-for-sale financial assets RAIRHESBAEN &
Where a decline in the fair value constitutes fﬁ’iifﬁﬁﬁd\%ﬁkﬁﬁﬁ’jg
objective evidence of impairment, the amount of it ’ Eﬂg%gﬁﬁ/\k$¢'&
the loss is removed from equity and recognised in BRI B R R
profit or loss
(i) Financial liabilities (iii) £BAM
The Group classifies its financial liabilities, EEI?EWT*EE%Z\HE’P%
depending on the purpose for which the liabilities ARRMAEDIR &L\i{:@
were incurred. Financial liabilities at fair value BATE DR RRAEYSR
through profit or loss are initially measured at fair RFEBEHE ﬁﬁ&ﬁf%&$
value and financial liabilities at amortised costs are stEZRBMABNIELTHE
initially measured at fair value, net of directly Tﬁq‘l';il/,ﬁl]ﬁfﬁﬁfrﬁiﬂ’]ﬁ?f
attributable costs incurred. FEAGPRA °
90 China Energy Development Holdings Limited = FEREREI 3R ER A A



Notes to the Consolidated Financial Statements

ARE B IS SRR B 5E

31 December 2017 —E—+F+=-A=+—H

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Financial Instruments (Continued)

(iii)

(iv)

Financial liabilities (Continued)

Financial liabilities at amortised cost

Financial liabilities at amortised cost including other
payables and accruals, amount due to a
shareholder, amount due to non-controlling
interests and the debt element of convertible note
issued by the Group are subsequently measured at
amortised cost, using the effective interest method.
The related interest expense is recognised in profit
or loss.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through
the amortisation process.

Convertible notes

Convertible notes issued by the Group that contain
both the liability and conversion option
components are classified separately into their
respective items on initial recognition. Conversion
option that will be settled by the exchange of a
fixed amount of cash or another financial asset for
a fixed number of the Company’s own equity
instruments is classified as an equity instrument.

On initial recognition, the fair value of the liability
component is determined using the prevailing
market interest of similar non-convertible debts.
The difference between the proceeds of the issue
of the convertible notes and the fair value assigned
to the liability component, representing the
conversion option for the holder to convert the
notes into equity, is included in equity (convertible
notes reserve).

4. BERETEE#E)

() EWMIA®E)

(iii)

(iv)

ETRA R (E)
BEHEK AR 2 BE

&

BBERANIRZERAEER
EEMEMNRARETER
PN SRR AR SRR ~ AR
BB R RIA R AN R B R T EY A]
BERENEBD - HRINA
BERF R AR KA E -
TERAF B R R B P R

EEHARRIER AR
SHAR A B SRR AR - L EEk
BENEBETER -

TR ELE

AREBEBTHAREREERE
BERERERD - TIRNE
ERSEE N ERAEREE
By - BABECBRE RS
—HEMEERBRARRARE
ElE A NRET AL AES
MEBRETDDERBRETA -

RYFHERE - BEMONHA
FEETZBU A SR ER
HIRITHIBMEREE - BI1TA
BERRBENMGHARRER
B AFEENER(K
TEFBEARBERBRE R B
MBI ) 51 A B R (AT
BREFE)A -
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4,

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(i) Financial Instruments (Continued)

(iv)

(v)

(vi)

Convertible notes (Continued)

In subsequent periods, the liability component of
the convertible notes is carried at amortised cost
using the effective interest method. The equity
component, represented by the option to convert
the liability component into ordinary shares of the
Company, will remain in convertible notes reserve
until the embedded option is exercised (in which
case the balance stated in convertible notes equity
reserve will be transferred to share capital and
share premium). Where the option remains
unexercised at the expiry dates, the balance stated
in convertible notes reserve will be released to the
retained earnings. No gain or loss is recognised
upon conversion or expiration of the option.

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
or interest expense over the relevant period. The
effective interest rate is the rate that exactly
discounts estimated future cash receipts or
payments through the expected life of the financial
asset or liability, or where appropriate, a shorter
period.

Equity instruments
Equity instruments issued by the Company are

recorded at the proceeds received, net of direct
issue costs.

4. ERETEE#E)

(i)

SRIA#E)

(iv) TERRERE &)

)

RERERE - TRERENE
B TIABBRFI R AR D #
HRANFI AR » AN B (R
AR ERSSERAARAEE
BAH)EBRE) B RE R AR
BREFHE  EERANER
RETESLE(REBERT -
A AR SR M 26 R RO A BRHS
BRERARBEMDEE) ©
R EN S HI B AR T(E -
AR SRR R R O AR RS AR B
ERF0 A - BREEEHR
BB 2 MR P R AR
B -

BRAFE

ERNREZRANGEERE
SR EEHRHERA RN B
AR 20 BL A SR A SR B R ST
2T BN EBRERE
EXNB AR HRANEEH
B (2@ A ) MRS IR b &t
ARRBESBASI 2 F = -

(vi) REXTAH

RRAFBETZIRATATIRE
WS 5B (IR E BT
Z PN
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

()

(k)

Financial Instruments (Continued)
(vii) Derecognition

The Group derecognises a financial asset when the
contractual rights to the future cash flows in
relation to the financial asset expire or when the
financial asset has been transferred and the transfer
meets the criteria for derecognition in accordance
with HKAS 39.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and
deposits held at call with banks, and other short-term
highly liquid investments with original maturities of three
months or less that are readily convertible to a known
amount of cash and are subject to an insignificant risk of
changes in value. Bank overdrafts that are repayable on
demand and form an integral part of the Group'’s cash
management are also included as a component of cash
and cash equivalents for the purpose of the statement of
cash flows.

Revenue recognition

Provided it is probable that the economic benefits will
flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is
recognised in the consolidated statement of
comprehensive income as follows:

4. BERETEE#E)

(i)

()

(k)

ST R E)
(vii) #&IEFERR

EEREREEZARKBRER
BZAMENERE  RED
ERTREEMABERGTE
BEGFEAE IR 2K 1
HERER - AEEER LR
AT REE -

EANDRE BHER R
HLE S - ERA IR
HE B -

RERERBAE
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A AT BERS Al R S 2 MBGRIA
T HEEZHARTIA 2 EMEH
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TMERBRERERARE NFRR

T8 e

Wy 55 7 R

ERBEMBE A RERANEE  fE
Yoas R pk A (0@ A ) BE R SE 5T &
Wt $HIZ A T ARER & 2 E RS
ZRHER -

() Revenue from sales of goods is recognised on () BEERZB@EIRERZE
transfer of risks and rewards of ownership, which is AERBRLE®REETES
at the time of delivery and title is passed to B IR R MR R X EEE
customer. FRPEREDR o
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4,

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Revenue recognition (Continued)

)

(i) Interest income is recognised on a time-apportioned
basis, taking into account the principal amounts
outstanding and the interest rates applicable.

(i) Revenue from sales of natural gas is recognised on
transfer of risks and rewards of ownership, which is
at the time of delivery and title is passed to
customer, and when the amount of revenue can be
estimated reliably.

(iv) Distribution income from pipeline represents
income recognised based on usage of the pipeline
for distribution of natural gas.

Income taxes

Income taxes for the year comprise current tax and
deferred tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated
using tax rates that have been enacted or substantively
enacted at the end of reporting period.

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except for
goodwill and recognised assets and liabilities that affect
neither accounting nor taxable profits, deferred tax
liabilities are recognised for all temporary differences.
Deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against
which deductible temporary differences can be utilised.
Deferred tax is measured at the tax rates appropriate to
the expected manner in which the carrying amount of
the asset or liability is realised or settled and that have
been enacted or substantively enacted at the end of
reporting period.

4. ERETEE#E)

(k) Wz (&)

)

(i) FIBIAIREE S A EERE
REBEAE KEAF RHER -

(i) EBERARZWENHEEER
e OmEE TFTESR - AR
RNREREBR TREFRE
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R R o

(iv) EEHDHIWAIERRIED #H
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BZBEBERBRMNNER - ZRE
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BEERANRPBHREZEELR
B2 BRmE B BB 75 T R AR BB
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

)

(m)

Income taxes (Continued)

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and jointly controlled entities, 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.

Income taxes are recognised in profit or loss except when
they relate to items recognised in other comprehensive
income in which case the taxes are also recognised in
other comprehensive income or when they relate to items
recognised directly in equity in which case the taxes are
also recognised directly in equity.

Foreign currencies

Transactions entered into by the group entities in
currencies other than the currency of the primary
economic environment in which they operate (the
“functional currency”) are recorded at the rates ruling
when the transactions occur. Foreign currency monetary
assets and liabilities are translated at the rates ruling at
the end of reporting period. 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 translation of monetary
items, are recognised in profit or loss in the period in
which they arise. Exchange differences arising on the
retranslation of non-monetary items carried at fair value
are included in profit or loss for the period except for
differences arising on the retranslation of non-monetary
items in respect of which gains and losses are recognised
in other comprehensive income, in which case, the
exchange differences are also recognised in other
comprehensive income.

4. BERETEE#E)
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(m) Foreign currencies (Continued)

On consolidation, income and expense items of foreign
operations are translated into the presentation currency
of the Group (i.e. Hong Kong dollars) at the average
exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which case,
the rates approximating to those ruling when the
transactions took place are used. All assets and liabilities
of foreign operations are translated at the rate ruling at
the end of reporting period. Exchange differences arising,
if any, are recognised in other comprehensive income
and accumulated in equity as foreign exchange reserve
(attributed to non-controlling interests as appropriate).
Exchange differences recognised in profit or loss of group
entities’ separate financial statements on the translation
of long-term monetary items forming part of the Group'’s
net investment in the foreign operation concerned are
reclassified to other comprehensive income and
accumulated in equity as foreign exchange reserve.

On disposal of a foreign operation, the cumulative
exchange differences recognised in the foreign exchange
reserve relating to that operation up to the date of
disposal are reclassified to profit or loss as part of the
profit or loss on disposal.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
on or after 1 January 2005 are treated as assets and
liabilities of that foreign operation and translated at the
rate of exchange prevailing at the end of reporting
period. Exchange differences arising are recognised in the
foreign exchange reserve.

4. ERETEE#E)
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4. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(n) Employee benefits

(i)

(ii)

(iii)

(iv)

Short term empolyee benefits

Short term employee benefits are employee
benefits (other than termination benefits) that are
expected to be settled wholly before twelve months
after the end of the annual reporting period in
which the employees render the related service.
Short term employee benefits are recognised in the
year when the employees render the related
service.

Employment Ordinance long service
payments

Certain employees of the Group have completed
the required number of years of service under the
Employment Ordinance of Hong Kong (the
“Employment Ordinance”) to be eligible for long
service payments upon termination of their
employment. The Group is only liable to make such
payments where the termination meets the
required circumstances specified in the Employment
Ordinance.

Defined contribution retirement plan

Contributions to defined contribution retirement
plans are recognised as an expense in profit or loss
when the services are rendered by the employees.

Termination benefits

Termination benefits are recognised on the earlier
of when the Group can no longer withdraw the
offer of those benefits and when the Group
recognises restructuring costs involving the
payment of termination benefits.

4. BERETEE#E)
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o) Impairment of assets (other than financial

assets)

At the end of each reporting period, the Group reviews
the carrying amounts of investment in subsidiaries to
determine whether there is any indication that those
assets have suffered an impairment loss or an impairment
loss previously recognised no longer exists or may have
decreased.

If the recoverable amount (i.e. the greater of the fair
value less costs of disposal and value in use) of an asset is
estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as an expense
immediately, unless the relevant asset is carried at a
revalued amount under another HKFRS, in which case the
impairment loss is treated as a revaluation decrease under
that HKFRS.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, to the extent 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 in prior
years. A reversal of an impairment loss is recognised as
income immediately, unless the relevant asset is carried at
a revalued amount under another HKFRS, in which case
the reversal of the impairment loss is treated as a
revaluation increase under that HKFRS.

Value in use is based on the estimated future cash flows
expected to be derived from the asset or cash generating
unit (see note 4(d)), 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 cash generating unit.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p)

(a)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a legal or constructive
obligation arising as a result of a past event, which it is
probably will result in an outflow of economic benefits
that can be reliably estimated.

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

Related parties

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

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

(i) has significant influence over the Group; or

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

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

(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).
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4. SIGNIFICANT ACCOUNTING POLICIES 4., EARSTBE#
(Continued)
(q) Related parties (Continued) (q) BEBALE)

(i) Both entities are joint ventures of the same @iy MEAEEHERE—
third party. THEERF

(iv)  One entity is a joint venture of a third entity (iv) MEBRE=THE
and the other entity is an associate of the WEaERa MHa—&
third entity. BAZFE=-HEBNE

=WNCI

(v)  The entity is a post-employment benefit plan (v) EREAASHENHERE
for the benefit of the employees of the Group EEEECEENES
or an entity related to the Group. Fll 2 5% 37 A0 B 4B AU BT

£

(vi)  The entity is controlled or jointly controlled by (vi) BERX@FPTHAALTE
a person identified in (a). il 3 2 SR )

(vii) A person identified in (a)(i) has significant (vii) E@(a)()ﬁﬁﬁ%ﬁﬁﬂj\iﬁg
influence over the entity or is a member of REEATENNEZ
key management personnel of the entity (or = %%(TEA - A:ORST/N
of a parent of the entity). AEEEEENKE -

(viii) The entity, or any member of a group of (vii) EERSEMBERNT
which it is a part, provides key management KB mAE @T$
personnel services to the Group or to the SEERREMHE
Group's parent. BABRRE

Close members of the family of a person are those family ZAAT AR RTERE e BN

members who may be expected to influence, or be ERETRHIZBATHIES

influenced by, that person in their dealings with the B ZEREKEMBEE

entity and include:

(i)  that person’s children and spouse or domestic iy ZBATZFRREMBXRE
partner; f1E

(i)  children of that person’s spouse or domestic (iy ZBALZEBXEEHEZ
partner; and FZ R

(i) dependents of that person or that person’s spouse (i) ZBALTHZEBATZEEBEK
or domestic partner. REHEZZEA -
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, the
directors 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 differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing 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.

In addition to information disclosed elsewhere in these
consolidated financial statements, other key sources of
estimates uncertainty that have a significant risk of resulting a
material adjustment to the carrying amounts of assets and
liabilities within the next financial year are as follows.

(i) Impairment of loans and receivables

The Group makes impairment provision for loans and
receivables based on an assessment of the recoverability
of the balance. Provisions are applied to loans and
receivables where events or changes in circumstances
indicate that the balance may not be collectible. The
identification of impaired loans and receivables requires
the use of judgement and estimates. Where the
expectation is different from the original estimate, such
difference will impact the carrying value of loans and
receivables and provision for loans and receivables in the
year in which such estimate has been changed. If the
financial condition of the debtors were to deteriorate,
impairment loss may be required.

5.

B8 52 & 51 ¥ 7 & & 51 1 B3 B
EZETERIR

R AR E BT - EEANRE
R0 FOR TR R 2 AEA A BEE
(BT - {55t R -t RADERIE
BINBESBRRRAEEMZ R
ZREY - BRERTEANRKE
it -

fAEt R RREFHER - HEEHE
FHERTRAREZHME - RGBT aER
FIEET IR - HE BRI EEY
RARFHE - RIBRRERT S BT R R
AR HAREIRERR

BUESEMBREREMHETEEZE
BN BEARBRAIE T A BEEER
BENRBBERERFHBRZAMMAFT T
REZEZHRIFMAT -

() EXRRERREZRE

AEBERBRE R R EU KRR
2 AT U B2 [ 4R R A T 3 & 3
MR R EREE - — BB S
HRBERBBSBETRBE TR
W ol B - & BB R N R KGR IR R
B - BRI EREZER LK
SRR B R B R AT - i TRER
ZEREREMT IR ZEHE
FENZEFANEZFERER R
e TR IR 2 BRI B I & 5K K B IR
R B o MEBAZMBORRE
£ AEREFELRERSE -
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5. CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

(ii) Estimation of oil and gas resources and/or
reserves

Engineering estimates of the Group's oil and gas reserves
and resources as inherently imprecise and represent only
approximate amounts because of the subjective
judgements involved in developing such information.
There are authoritative guidelines regarding the
engineering criteria that have to be met before estimated
oil and gas reserves can be designated as “proved”.
Proved reserves estimates will be updated at least
annually and take into account recent production and
technical information about each field. In addition, as
prices and cost levels change from year to year, the
estimate of proved reserves also changes. The change will
be considered as a change in estimation for accounting
purposes and is reflected on a prospective basis in related
depreciation rates.

Despite the inherent imprecision in these engineering
estimates, these estimates are used in determining
depreciation expense, impairment expense and future
dismantlement costs. Depreciation rates are determined
based on estimated proved reserve quantities (the
denominator) and capitalised costs of producing
properties (the numerator). Producing properties’
capitalised costs are amortised based on the unit-of-
production method.
(iii) Recognition of deferred income tax assets
According to the accounting policy as stated in Note 4(l)
to the consolidated financial statements, deferred income
tax assets are recognised to the extent that it is probable
that future taxable profit will be available against which
the deductible temporary differences and tax losses can
be utilised, and it is measured at the tax rates that are
expected to apply when the related deferred income tax
assets are realised. In determining the deferred income
tax assets to be recognised, management is required to
estimate the future applicable tax rate for each subsidiary
of the Company at each tax jurisdiction and the
profitability of each subsidiary, so as to estimate the
future utilisation of tax losses. Any difference between
these estimates and the actual outcome will impact the
Group's result in the period in which the actual outcome
is determined.

(iii)

HMRERK &b

ENRBELER SR ETBOH
i AEEBRRERFENTE
MEFEARNENTREREE  WEE
MEHE - AR EREER
[RRHE| 25 FEERETE
TR R EMNERIEE S - RABR
ENEFRELEBFEHR R X
FEAE & A ST B E T E
£ o BEHh - R B MR AKFIR
2F - Hit RARENGE
SHREH - FEFENME © &
LEPHHRABTEELRE YR
BEHMEERRERBHTERS -

BEIRMGAFEANEN TR
M EEBEAEAFECHESR
A RER X RARREHRER B AR
HEE - FEXZAEFTRARE(D
FIMEEEENDENERAN (D
FItE - AEBENDENCK
AR B E BIR B H -

BRELEREHEE

BREBEEEMBRRMEAAE S
SBERAE  BRIERMSREENA
] BE H B R 2 B SR A5 ot ) DA 85 AT
IRE R ZERRERIRE T T A
R BRSRAREEMEHE
EREHEAZHEGE -BESK
THERZELTCHEREER B2
BARARBMNRNE BRI HER M
BRARBEARER BT R EH
BRARZBMEES - ATERTTHIAE
BzARERBN  ZFHAEHE
RERENEIAZEARTELE
ERETERERIFNZEE -
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5.

CRITICAL ACCOUNTING JUDGEMENTSAND 5 EBEexUER&ESFTEEER
KEY SOURCES OF ESTIMATION EZ2EFERRE)
UNCERTAINTY (Continued)

(iv) Revenue (iv) W=

Pursuant to the Petroleum Contract disclosed in Note 17
to the consolidated financial statements, China Era
Energy Power Investment (Hong Kong) Limited (“China
Era”) is entitled to gas generated from the Akemomu
Gas Field during the exploration period in accordance to
the entitlement method stated on the Petroleum
Contract. During the year ended 31 December 2017,
186,040,000 (2016: 180,930,000) cubic meters of gas
was produced by the jointly controlled operation.
According to the Petroleum Contract, all gas produced
from the Akemomu Gas Field should be sold to CNPC,
unless otherwise agreed and a GSA should be entered
into by CNPC and China Era to specify the unit price
charged by CNPC to the jointly controlled operation. As
at 31 December 2017, the GSA has not yet been signed
between the Group and CNPC. In the absence of the
GSA, the Group considered that there is material
uncertainty of the unit price and hence relevant gas
revenue could not be estimated reliably and no revenue
can be recognised during the year. Based on the current
information available to the directors, the directors
expected that the GSA could be finalised in the year of
2018. As disclosed in Note 3(b)(ii) to the consolidated
financial statements, the unit price in the preliminary
sharing proposals is only a preliminary unit price used for
preliminary sharing, and the final unit price are still
subject to change and would only be confirmed after the
formal GSA signed. Therefore, the relevant revenue could
not be estimated reliably and no revenue can be
recognised during the year.

RIBERE MR EM 17 TR
BRe#d PERERRERIEE(F
B)BERAR(HRBEFER]) BER
BARMELHTENERSE  REBFE
HAESEEMNRERRBNKXA
Re-RBE-_ZTT—+&+-A
=+—RHIEFE KRAESEXBFE
186,040,000 = & — X F:
180,930,000) 32 KB KA R © 1R
BRMEH  BRIREBTEEIN AT
FEEMTERRANKAR &
EFHELHAER MPBEAHE
EREEAEFRIIZRKARBEEH
* 51| Bk P B A O R [ 1) R R4
ﬂ%ﬁ%%m%%hﬁﬁ i .=
—tF+=-A=1+—8 ~EEH
REFBEGHERRITAARIEE
% - AR MR L RARBEE D
#HAEERABMEREFEEEKX
THAREE - At ReEn SEEET4E
BARARR U - I EA BT
RERER - REESEMEZE
ﬂ %%ﬁ%%%ﬁ%%m =2 N
—N\FEE - A UER
%W?axm%ﬁﬁ My HE=ZH
R BNEREREVSSENT
FEAER  MEKEMERDNS
ELES) - WEBRNERHZEL
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5. CRITICAL ACCOUNTING JUDGEMENTS AND 5. BI@REstHE k& FTHBE
KEY SOURCES OF ESTIMATION EZEERR#)
UNCERTAINTY (Continued)

(v) Impairment on exploration and evaluation (v) BERTHEERETNEER
assets and intangible assets &
The Group tests the exploration and evaluation assets NEBRIE LR A B3R M40
and intangible assets for impairment according to Ranh Friat et R - HEHEK
accounting policies stated in Notes 4(f) and 4(h) to the FEEENMNEREEETHENR
consolidated financial statements. The assets are e BEBAEMTMEHNBRAE
reviewed for impairment whenever events or changes in BREEMNRIOEBLEENKLDE
circumstances indicate that the carrying amount of the By - Ay EEETRER
assets exceeds its recoverable amount. The recoverable BEEXRGELE uE’]—HQ@i%’E
amount of an asset or a cash generating unit is E$E}F1§%{Efﬁa+ﬁ}£?g el
determined based on value-in-use calculations which EEAMRK NG - %‘%ﬁFL
require the use of assumptions and estimates. While ﬁ,}ﬂzﬁﬁﬁﬁ—r REEEGBIER
conducting an impairment review of the assets, the HIRERE RARBHRNMAEERK
Group makes judgement in applying certain assumptions NEERE TEREMELHE - m
including the timing in commencing the commercial Eiﬁfﬁ;ﬁrﬁ’]ﬁﬂ """"" AMb - S EEUAR
production, future gas prices and production costs, 2EMRREIBERES - W0
changes in these estimates may result in significant ?J?GW?%%%%WE% i) 4% 5% - 1%
variance to the consolidated statement of comprehensive DK AL EME R AREE - I
income. As disclosed in Note 3(b)(ii) to the consolidated }HB’\M FTEXRARIBEE R R
financial statements, the unit price to be shared is not yet E o NMEFTEIR A EE NER
determined and will be confirmed upon signing the BEZERAEBERS KNEEZRXEMH
formal GSA. In estimating the value in use of exploration EMSZIRTRAREBRK R-F
and evaluation assets and intangible assets, the Group —+F+-_A=+—H " HHELFT
has made reference to prevailing gas prices in the BMEEARBEEEZREES A
relevant markets. As at 31 December 2017, the carrying B #369,087,0007%& T -
amount of exploration and evaluation assets and 1,523,512,000/8 7L ( =& — )N F
intangible assets was approximately HK$369,087,000 5 Bl #1380,420,000%% T K
and HK$1,523,512,000 respectively (2016: approximately 1,571,240,0007%8 70 ) » #h1F K #F 14
HK$380,420,000 and HK$1,571,240,000 respectively). BEARETLEEREERED L
Impairment losses on exploration and evaluation assets 39,000,0007% 7T & 162,000,000 %
and intangible assets of approximately HK$39,000,000 TL(ZZ—7R%F : 9 5%724,000,000
and HK$162,000,000 (2016: approximately 7 7t & 1,000,000,0007% 7T ) B R EL
HK$24,000,000 and HK$1,000,000,000 respectively) —+F+ZA=+—HLF
were recognised during the year ended 31 December ERHER o
2017 respectively.
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5.

CRITICAL ACCOUNTING JUDGEMENTS AND 5. EEe:t M E R & ReE 8
KEY SOURCES OF ESTIMATION EZ2EERFR#E)
UNCERTAINTY (Continued)
(vi) Impairment of goodwill

(vi) BEERE

The Group determines whether goodwill is impaired at
least on an annual basis. This requires an estimation of
the value in use of the cash-generating units to which the
goodwill is allocated. Estimating the value in use requires
the Group to make an estimate of the expected future
cash flows from the cash generating units and also to
choose a suitable discount rate in order to calculate the
present value of those cash flows.

(vii) Going concern

The directors of the Company have prepared the
consolidated financial statements on the assumption that
the Group will be able to operate as a going concern in
the foreseeable future, which is a critical judgement that
has the most significant effect on the amounts recognised
in the consolidated financial statements. The assessment
of the going concern assumption involves making a
judgement and estimations made by the directors, about
the future outcome of events or conditions which are
inherently uncertain. The directors consider that, after
taking into account of all major events or conditions,
which may give rise to business risks, that individually or
collectively may cast significant doubt upon the going
concern assumption as set out in Note 3(b)(ii) to the
consolidated financial statements, the Group has the
capability to continue as a going concern.

(viii) Determination of control of subsidiaries

Judgement is required to determine whether the Group
has control over an entity. This require an assessment of
the relevant activities of the entity and whether the
decision in relation to these activities are under the
control of the Group. Differing conclusions around these
judgements and evaluation, may materially impact how
the entity is presented in the consolidated financial
statements.

AEBELEBFETHEEER
B GERFHEIEBEZRS
EEEM 2 EREE- AT ERE
BN AEEAGHRSELEM
ZEMARKREEZRE  TREESR
BZFRE - U EZFRERE
ZBE -

(vii) FERE

ARREBEFRUEAPHERRED
SRR E A AR A B AR
& HR—RERAE - WAk
BHREABERORAZERA - #
BREBRZAGSIRESTHA S
A THEMEMRREFERIAMNR
TR HIE R R&R - BERAIGEEL
E AR T 8 51 5 kR S 4R & B 7%
2% BT E 3(o) (i) FIT 8 17 4B AR R R
ERERERZMBETERRELMN
MK BEERRAEEBRNIFE

(viii) 8 5E Ffi B 2 B) B9 42 o 1

EEAKEEOH —AEREEH
RFEZELHE AT EER
MABEBRSRERZETEBARTE
EERXANEEES - BRZEH
KFHEH AR &R - ATRE M E R
MEFAMBREREIEEATE

Annual Report &3k 2017 105




Notes to the Consolidated Financial Statements

n‘l-.ﬁ

31 December 2017 —Z—

AR IE R EE

tF+=-A=+—H

6. REVENUE AND SEGMENT INFORMATION 6. WamKkoEER
The Group determines its operating segments based on the $%$Eﬁ$%%ii}&%%i%ﬁ%&ﬁﬁ’]
internal reports that are regularly reviewed by the chief NEERE - BEEKLE DS LAmD a0
operating decision-maker in order to allocate resources to the Haﬁjﬁjfaﬂﬁﬁﬁiﬁ RIE A E B H RS
segment and to assess its performance. In accordance with the 4 i T SR A AR L 4 A A R T o S e
Group’s internal organisation and reporting structure, the 2|45 o
operating segments are based on nature of business.
The Group has the following three reportable segments: AEBETH =] 2K
The Exploration, Production and Distribution of Natural Gas KARRENE - EERDHEDEL ﬁé%?&%
segment is engaged in the exploration, development and RENR AEREEREABENHRAA
production of natural gas and the usage of pipeline for HERS o
distribution of natural gas.
The Sales of Food and Beverages Business segment is engaged HERMEAPERSE  HEHERR
in the sales of food and beverages. iRt 2 275 o
The Money Lending Business segment is engaged in provision WEESDE  RBREERTFE=H -
of loans to third parties.
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(a) Information about reportable segment

revenue, profit or loss and other
information

REVENUE AND SEGMENT INFORMATION 6.
(Continued)

The segment information provided to the directors of the
Company for the reportable segments for the years ended 31
December 2017 and 2016 are as follows:

Exploration,

BE_ZT—tHFR-_FT-R"F+-A
=T HLEFE A 2H0 AAAE
ERRENDEBEROT -

() EEATE2H DAY - BRH
BENENREMES

Production and  Sales of Food Money
Distribution and Beverages Lending
of Natural Gas Business Business Total
XARHE - HERR
EERAH REBER BEXER @t
HK$'000 HK$'000 HK$'000 HK$°000
FET FET FET FET
For the year ended BE-B-tF
31 December 2017 +-A=+—-HLEE
Revenue from external customers  SM& P Uz 12,630 = 409 13,039
Reportable segment (loss)/profit BRATERAIRI 2R DS
before income tax (B8),/ &8 (216,136) (1,939) 207 (217,868)
Other segment information: HiDEER
Impairment of intangible assets ‘| EERE (162,000) - - (162,000)
Impairment of exploration and WRKEEERE
evaluation assets (39,000) - - (39,000)
Impairment of goodwill HEEE (6,000) - - (6,000)
Interest income FBUA 5 16 - 21
Interest expense Yk (552) - - (552)
Depreciation of property, plantand  #1% « HEX
equipment RETE (2,485) (245) = (2,730)
Income tax crediits HiESe s 6,774 = = 6,774
Deferred tax assets ERREEE 99,673 - - 99,673
Additions to non-current assets FRBEERE 630 - - 630
Reportable segment assets A2RDHEE 2,041,921 31,924 20 2,073,865
Reportable segment liabilities nERnHasE (506,373) (46) = (506,419)
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6. REVENUE AND SEGMENT INFORMATION 6. WEKIHER #)

(Continued)

(a) Information about reportable segment (a) BEETEHoIBUWE - ERZH
revenue, profit or loss and other EBENERREMER (&)
information (Continued)

Exploration,
Production and  Sales of Food Money
Distribution  and Beverages Lending
of Natural Gas Business Business Total
KARBE - HERM
HERSH REEER MEEH Bar
HK$'000 HK$'000 HK$'000 HK$000
FAT FAT FET FBL
For the year ended BEZT—RE
31 December 2016 +-A=+—-HL&E
Revenue from external customers — SNEBEFE IS - 14 1,103 1,117
Reportable segment (loss)/profit — BRETSREATR] 237D 2
before income tax (B1B),/ & (140,456) (914) 1,090 (140,280)
Other segment information: EoEfEaEr
Impairment of intangible assets I EERE (100,000) = = (100,000)
Impairment of exploration and RN EEERE
evaluation assets (24,000) - - (24,000)
Interest income 2 U A 3 - - 3
Interest expense 2R (700) = = (700)
Depreciation of property, plantand %2 ~ & &
equipment RETE (503) (246) = (749)
Income tax credits FriS i e 2,801 = = 2,801
Deferred tax assets EERIAE B 86,373 = = 86,373
Additions to non-current assets ERBEERE 33 = = 33
Reportable segment assets T2HmHEEE 2,045,126 15,578 26,235 2,086,939
Reportable segment liabilities AZHoHBEE (429,252) 3 = (429,255)
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6.

REVENUE AND SEGMENT INFORMATION 6. WH
(Continued)

(b) Reconciliation of reportable segment
profit or loss, assets and liabilities

Loss before income tax

Reportable segment loss before income

tax
Other income

Fair value gain/(loss) of financial assets

held for trading
Finance costs

Unallocated head office and corporate

expenses

Loss before income tax

Assets

Reportable segment assets

Other receivables, deposits and
prepayments

Financial assets held for trading

Cash and bank balances

Total assets

B

EoEER &)

(b) T2/ BRANEE EE

FEaEZHER
2017 2016
—E—+F —E—RF
HK$'000 HK$°000
FET FET
MR8 ATE B
Al 2D RS HAIEE
(217,868) (140,280)
E g A 236 22
BEEBEZeMEEZ AT E
Bl (EE) 15,678 (1,434)
BE KA (6,450) (5,805)
ROMBREZ R AFIFAZ
(33,223) (17,992)
BTSRRI E 1R (241,627) (165,489)
2017 2016
—ZE—+tF ZE—RF
HK$"000 HK$°000
FHET FAEIT
BE
AI2/OHEE 2,073,865 2,086,939
HEMEWIE - e
M IBAFIE 64,553 1,885
BIEEBECEREE 74,540 58,862
Be MIRTTHER 136,521 189,357
BEE 2,349,479 2,337,043
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6. REVENUE AND SEGMENT INFORMATION 6. WEKIHER #)
(Continued)
(b) Reconciliation of reportable segment (b) TEFsWBRANEE - BEE
profit or loss, assets and liabilities REBEZHERE)
(Continued)
2017 2016
—E—+tF ZE—RF
HK$°000 HK$°000
FET FA&T
Liabilities =N
Reportable segment liabilities AE2EHRoHaE 506,419 429,255
Convertible notes AR IR 64,489 58,039
Amount due to a shareholder FEN —Z AR R TR IB 40,402 40,402
Other payables and accruals HAth fE T RIE R ERTE A 36,929 3,684
Total liabilities BeE 648,239 531,380
(c) Geographic information (0 HWEEHR
The following table provides an analysis of the Group’s TREIANEEBFHAKRBINBES
revenue from external customers and non-current assets ZWERERBDEECGELERIAE
other than deferred tax assets (“Specified non-current EBRIN ([IBEFRRBEE]) NS
assets”). o
Revenue from Specified
external customers non-current assets
REMBES U BETHERBEE
2017 2016 2017 2016
—E—tF —EZ—RE ZE—tF —TXF
HK$’000 HK$000 HK$’000 HK$000
FET FEx FET F&x
Hong Kong (place of domicile) &% (FEfft25) 409 1,117 2,063 1,711
PRC F 12,630 - 1,922,865 1,953,345
13,039 1,117 1,924,928 1,955,056
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OTHER INCOME

Bank interest income

Exchange gain, net

Dividend income from financial assets
held for trading

FINANCE COSTS

Interest on convertible notes (Note 26)
Interest on other payables (Note 24(ii))

LOSS BEFORE INCOME TAX

Loss before income tax is arrived at after
charging:

Auditor’s remuneration

Staff costs (including directors’
remuneration)

— Wages and salaries and other benefits
— Pension fund contributions

7. HflA

2017 2016
—B—tF  ZFRF
HK$’000 HK$°000
FET FETT
SRITH B YA 25 25
P& 3 I 2 58 49 782

REBIEEEZSMEEY
A% 2 A 325 =
399 807

8. WMEMRAX

2017 2016
—B—tF ZFF
HK$’000 HK$°000
FET FETT
AT =R F B (5T 26) 6,450 5,805
E e FRIE FI B (P 5 24(i)) 552 700
7,002 6,505

9. BRFIEBIRIEE

2017 2016
—B-tE ZFRF
HK$°000 HK$'000
FET FEIT
MATSERATEEE bk
Z AN BN & 1,070 990
BTRA
(BREFRNE)
— TENFE MEMET 11,238 9,289
— RIRETEIE R 61 77
11,299 9,366
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10. INCOME TAX CREDITS

The amount of taxation in the consolidated statement of
comprehensive income represents:

10.

FREHER

RAEEHRaERAHREREK

2017 2016
—E—+tF ZERF
HK$’'000 HK$'000
FET FET
Current tax BIHARH 18
— tax for the year — RNEERIA (6) 9)
Deferred tax IEEF IR
— Origination and reversal of temporary ~ — BafF 2= 2 7 &4 K& #[0
difference (Note 20(a)) (FF5E20(a)) 6,780 2,810
Total income tax credits Stk 258 6,774 2,801

No provision for Hong Kong profits tax has been made as the
Group had unused tax losses brought forward for both periods.
No provision for enterprise income tax in the People’s Republic
of China (the “"PRC") as the Group utilised the tax losses
carried forward.

The income tax credits for the year can be reconciled to the loss
before income tax in the consolidated statement of

BEL T BN GRS - BRA%E
RMESRES B EENRHARARER -
BEAPEARKNME(THE]) DX
BHARERE  AAAKEESREEN
HIAEE -

AREEMERE R EES 2EK SR
MRS HATEBIRE RN T

comprehensive income as follows:

Loss before income tax

Effect of tax at Hong Kong profits tax rate
of 16.5% (2016: 16.5%)

Effect of different tax rate of subsidiaries
operating in other jurisdiction

Tax effect of income not taxable for tax
purposes

Tax effect of expenses not deductible for
tax purposes

Tax effect of unused tax losses not
recognised

Income tax credits for the year

B FIS B R ES 1R

BEBFEHHEE165% (=ZF
— NI 16.5%) ZTRIG R
REMRERERE L 2 B AR

METR T2
ERBIMAZ RS2

TRMBAX I R FE

RERZ REABRIRE IR 2 B

=471
T

FRMBEHERL

2017 2016
—E—+tF —E-RF
HK$'000 HK$°000
FET F&T
(241,627) (165,489)
(39,868) (27,306)
(2,834) (964)
(6) (133)
35,778 25,022
156 580
(6,774) (2,801)
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11.

12.

DIVIDEND 11.
No dividend was paid or proposed for the year ended 31
December 2017 (2016: Nil), nor has any dividend been
proposed since the end of reporting period (2016: Nil).

LOSS PER SHARE 12.
(a) Basic

Basic loss per share is calculated by dividing the loss
attributable to owners of the Company by the weighted
average number of ordinary shares in issue during the

year.
Loss attributable to owners of the RABEAR NE(LEE
Company

Hﬁ 4%\

BE_T—tF+-_A=1T—HLFE
W RN BRI AR (ZF— R

/) ARSHRENERRKEFRE(Z
SR I

BEREE

(a) EX

Weighted average number of ordinary £ 277 & @A INKE 19 2

shares in issue

Basic loss per share BRENRERE
(b) Diluted

Diluted loss per share is the same as basic loss per share
for the years ended 31 December 2017 and 2016 as the
potential ordinary shares on convertible notes are anti-
dilutive.

(b)

BRENEEIBAREEE AR
HEER A F A BT E BN
FHGTHE o

2017 2016
—E—tF ZERF
HK$'000 HK$°000
FET FET
(235,510) (162,688)
Number Number
of shares of shares
RE AREL

9,505,344,000 9,505,344,000

HK Cents HK Cents
B JENL
(2.48) (1.71)

#E

BE-_T—tHFR-FT—RF1+=
A=+—BLEFEZEREEER
HEERENEIEER - WITHRY
K AR I R iR 2 B BB A R
SEEE -
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13. DIRECTORS’ EMOLUMENTS 13. EEZME
Directors’ emoluments is disclosed as follows: EEMEEENT ¢
Year ended 31 December 2017 BEZE—_ZE—t&+=-A=+—8H
IEFEE
Salaries,
allowances Retirement
Directors’  and benefits scheme 2017
fees in kind contributions Total
E = 11 —E—tF
EEHe REYFRZE EARGTEMK ok
HK$'000 HK$'000 HK$'000 HK$’000
FET FET FET FET
Executive directors HITES
Zhao Guogjiang HHE 1,092 144 - 1,236
Non-executive directors FHTES
Ngan Mei Ying (i) A4 () 135 - - 135
Gu Quan Rong BrE 120 - - 120
Independent non-executive BIkHTES
directors
Cheng Chun Ying HiRE 120 - - 120
Lee Man Tai P ER 120 - - 120
Zong Ketao ~EhR 120 - - 120
1,707 144 - 1,851
(i) Ms. Ngan Mei Ying appointed as a non-executive director on 10 April (i) XY LTR-_T—tFNATHEZRER
2017. IEHITES -

114 China Energy Development Holdings Limited = BRI IERER QA



Notes to the Consolidated Financial Statements

S IE SRR M EE

31 December 2017 —E—+F+=-A=+—H

13. DIRECTORS’ EMOLUMENTS (Continued)

13. EE i€ (@)

Year ended 31 December 2016 HE_ZT—X"F+-_A=+—HILFE
Salaries,
allowances Retirement
Directors’  and benefits scheme 2016
fees inkind  contributions Total
e 28 —E-RF
EE ik REVAG  RIKGEIHR ek
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Executive directors BITEE
Chui Kwong Kau (i) BYEER() - 210 9 219
Zhao Guogiang B oR 1,351 - - 1,351
Non-executive directors *HTES
Gu Quan Rong BEE 120 = = 120
Wang Yongguang (ii) KK (i) 90 - - 0
Independent non-executive BUFHTES
directors
Fu Wing Kwok (iii) {5 55 (i) 12 - - 12
Cheng Chun Ying (iv) BIHR & (iv) 112 = = 112
Lee Man Tai (iv) Y F(v) 112 = = 112
Zong Ketao ~EhE 120 = = 120
1,917 210 9 2,136

(i) Mr. Chui Kwong Kau retired on 30 June 2016.

(ii) Mr. Wang Yongguang re-designated and resigned as a non-executive
director on 25 January 2016 and 27 July 2016, respectively.

(iii) Mr. Fu Wing Kwok retired on 26 January 2016.

(iv) Mr. Cheng Chun Ying and Mr. Lee Man Tai appointed as independent
non-executive directors on 26 January 2016.

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

@i

(ii)

(iif)

(iv)

ERAREER -_F—R"ENA=THEE-

AXREER=ZT—R"F—A=Z+HAAGT
BINTEERR-_T—X"FELtA=-++tH
BHTIEITES -

BRELERFTXRRER-T—RF—A
T RAERERBUIFNITES -

BE-T—+EI-A=T—BILEE
Bm R BN AE RIS (-

RNFE EB) - BE_ZT—tF+_H

=+ HLEEE  ARRAERNEEZN
B <& LA % 51 182 o0 A S S5 B 3l 4 /5 B AL 2R
SHREBAE(CE-RF )
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14.

FIVE HIGHEST PAID INDIVIDUALS 14.

Of the five individuals with the highest emoluments in the
Group, one (2016: one) was director of the Company whose
emolument is included in the disclosures in Note 13 above. The
emoluments of the remaining four (2016: four) individuals who
were senior management of the Group were as follows:

Wages and salaries and other benefits T& NEre A RE MR
Pension fund contributions RARSHR

Their emoluments were within the following bands:

AEREHMAL

EASBAURRFMALE S —
(ZF—RF: ) ARRESE 2 F M
R EXHFE13HE - SO (ZF—X
F O AL(BAEESREEAR)
ZEBT

2017 2016
—E—+tF —E—RF
HK$’'000 HK$'000
FHT F#T
4,008 3,468

36 36

4,044 3,504

WEZFHMANF TIIEE

2017 2016

—E—+t5F —E—RF

No. of No. of

employees employees

EEANZ ESAE

Nil to HK$ 1,000,000 =% 1,000,0008 70 2 3
HK$1,000,001 to HK$1,500,000 1,000,001 7T = 1,500,000 7 7T 2
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15. PROPERTY, PLANT AND EQUIPMENT

15. ¥I% - BERRE

Leasehold Furniture and Motor  Natural gas
improvements fixtures vehicles pipeline Total
BENFEE HAREE RE  RAREE A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fix Fix Fix FiEx Fix
Cost %
At 1 January 2016 RZZ-7"¥-A-H 708 674 6,416 - 7,798
Additions NE - 3 - - 3
Exchange differences EREE (48) Y] (302) = (397)
At 31 December 2016 R-E-—7E+-A=t-H 660 660 6,114 - 7,434
Additions NE 222 124 284 - 630
Acquisition of a subsidiary (Note 36) WiE—m B AR (3 36) - 68 440 27,791 28,299
Exchange differences ELER 55 54 332 1,488 1,929
At 31 December 2017 RZB-tF+-A=1-R 937 906 7170 29219 38,292
Accumulated depreciation ZHHE
At 1 January 2016 RZE—rE—A—H 708 503 2,335 - 3,546
Charge for the year TEEER - 41 708 - 749
Exchange differences ERER (48) (36) (173) = (257)
At 31 December 2016 RZE—RE+A=T-H 660 508 2,870 - 4,038
Charge for the year TEEER - 80 839 1,842 2,761
Exchange differences B ER 48 39 198 30 315
At 31 December 2017 R=E—tF+-A=1-H 708 627 3,907 1,872 7114
Carrying amount EHE
At 31 December 2017 RZE—tF+-A=+-H 229 279 3,263 27,407 31,178
At 31 December 2016 RZE—RE+-A=T-H - 152 3,204 - 3,396
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16.

EXPLORATION AND EVALUATION ASSETS

Cost J5%:iN
At 1 January m—H—H
Exchange differences =
At 31 December WR+=ZA=+—H
Accumulated impairment 2:HRE
At 1 January n—H—H
Impairment loss BIEEE
Exchange differences ME =50
At 31 December Rn+=ZA=+—8H
Carrying amount BRMEE
At 31 December R+=ZA=+—H

The exploration and evaluation assets represents costs directly
associated with exploratory wells (drilling cost and others) that
are capitalised and pending a determination of whether
sufficient quantities of potentially economic gas reserves have
been discovered.

For the year ended 31 December 2017, provision for
impairment loss of HK$39,000,000 (2016: HK$24,000,000)
was recognised in profit or loss as the carrying amount of the
related cash generating unit (“CGU") exceeds its recoverable
amount due to delay in the production schedules of Kashi
project as the approval of ODP has been delayed (Note 17).

16. BIRRFEEE

2017 2016
—g—tFE T AE
HK$’'000 HK$'000
FET FiT
643,064 689,832
46,768 (46,768)
689,832 643,064
262,644 256,000
39,000 24,000
19,101 (17,356)
320,745 262,644
369,087 380,420

R RFEEERDRA ZERAEAX
ANBEHRAAREM) - EFEANE - M
FECEACRATHUENAEER
PR R KR NS 1

BE-_Z—+E+-_A=+—RBILFE -
B EERSELESBN((HEeEEEN])
ZERAERBEAIRESRE - R EEER
f%39,000,0007% 7T( = & — X F:
24,000,000/ 70) ERIBaER - B AR
KRESMBEEAE R M EREMIE
B AERMERLIRER(HE17)
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17. INTANGIBLE ASSETS (OTHER THAN . BEEE(TEETE)
GOODWILL)
2017 2016
—B—tF T AF
HK$’000 HK$°000
FET FET
Cost 3N
At 1 January w—A—A8 2,656,579 2,849,785
Exchange differences EH ZRE 193,206 (193,206)
At 31 December R+=—A=+—H 2,849,785 2,656,579
Accumulated impairment Z:HRE
At 1 January w—HA—8 1,085,339 1,057,000
Impairment loss (Note) EEE () 162,000 100,000
Exchange differences PE N =58 78,934 (71,661)
At 31 December R+=—A=+—H 1,326,273 1,085,339
Carrying amount IREE
At 31 December Rt+—A=+—8 1,523,512 1,571,240

The intangible assets represent the interests in the Petroleum
Contract which were amortised on unit of production method.
Details of the contract as described as below:

On 22 December 2008, China Era entered into the Petroleum
Contract with CNPC in relation to the drilling, exploration,
exploitation and production of oil and/or natural gas in North
Kashi Block, Tarim Basin in the PRC. CNPC is a stated-owned
company established in the PRC.

Pursuant to the Petroleum Contract signed in December 2008,
China Era agreed to provide funds and apply its advanced
technology and managerial experience to cooperate with CNPC
for the development and production of crude oil and/or natural
gas in North Kashi Block on Tarim Basin in Xinjiang, the PRC.
The maximum term of the Petroleum Contract is 30 years from
1 June 2009, subject to extension.

Pursuant to Petroleum Contract, China Era shall bear all costs
required for the evaluation operations, and the development
costs shall be borne by CNPC and China Era in the proportions
of 51% and 49%, respectively. In addition, CNPC’s portion of
operating costs shall be advanced by China Era and recovered
from the production of crude oil.

BVEEROBANED  BREaIRE
NESEREN - A HBIRIT -

RZZETZNF+AZ+=H  #EFK
B HEREI T AMREH - ARE
BUE EARA MR I R REER - HIER - 79
BEREEAMRHRAR - FEAHSE
ERNHBEKZHBEARE -

BER_ZFZENF+_ARIT2AHE
B HEFRABRHES RERALE
B R EBERERBOHERSE - U
AR BT SR R B K2 M IR b [ 3R A B
REERBR/IRAR - ABEHZE
EFHAEBE T NF A —H#I30
& HRAI TER ©

RIERBEL - PERIFRERETGER
R A AN B A AN 7B R R B A
SEEFREFERDAES1% K49% 2t
WUM* AN - HR B R SR B P A A
RED EATBRFREBANS - WHEBEER
U E e
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17.

INTANGIBLE ASSETS (OTHER THAN
GOODWILL) (Continued)

Under the terms of the Petroleum Contract, the evaluation
costs, development costs and operating costs are to be
recovered according to a mechanism of cost recovery oil and
investment recovery oil. Remaining oil, after cost recovery, all
applicable taxes and royalty that might apply in the PRC, is
share oil, which is apportioned between 51% by CNPC and
49% by China Era.

In March 2015, the Group has issued formal application to
CNPC to apply for a two-year extension of the exploration
period of Kashi project beyond the original deadline of 31 May
2015, as the exploration efforts in the cooperation site has not
been completed. On 6 December 2017, the Group and CNPC
enter into an supplement agreement to extend the exploration
period.

The Group has been carrying out exploration and evaluation
activities at the site and working with professional parties to
prepare data and information that are required for the ODP for
relevant parties’ approval before full production could be
started. As at 31 December 2017, the approval of ODP has not
yet been obtained.

Based on current information available to the directors, the
directors expected that the ODP should be ready by 2018. The
development and production period should start immediately
after obtaining approval.

Note:

Impairment loss of intangible assets in the amount of HK$162,000,000 was
recognised during the year ended 31 December 2017 (2016: HK$100,000,000)
as the carrying amount of the CGU for the exploration and production of natural
gas exceeds its recoverable amount. The recoverable amount of the CGU for the
exploration and production of natural gas was HK$1,894,000,000 (2016:
HK$1,954,000,000) based on value in use calculation and by reference to the
valuation report produced by an independent valuer.

7. B EE (FEERE) @

BIERBE 2GR FHEKA - K
IR R 45 8 B AN AR I X AR |1 WO K 3R B
IR B E o BLUREIR A « B &
BRAMEEARBEREFNHER G2
BMmE - ADHR  AFBEAHREER
FREFERDBIDME51% %49% °

R-ZF—RE=A AEERTELHE
BIEARHAI T B - R AERIBAN
HIREBRE2ETK - it EEZ
HERBRRIAIR_E—AFREA=1T—
BEEmE AREY - BERTEABE
EHBFRHRAREEMF - N _T—+t
F+ARA - AEEEPEAHEEET
YR - AERBIRAR -

AEEE - E A RRARR LI EEE
BEREZATENVCRERETR
B ZBIELER - UHERTEmEL -
HEHhEFAREZELE - R-_T—tF
TZA=1+—8B WAEGEBFRETR
#E3

REEZEAAFER  EFEHEER
BHEEGN T~ \FrifmEmisE - F%
KA E MR R BUSHE IR BE RN -

BT -

REBEE_Z—tF+-A=+—BILFE FHHFER
SERARRZRGELBNZREEBRBEATKES
8 1 T 3R AR i & B R (B85 #8162,000,000 4 T (=&
—7X4F © 100,000,00087C) - SR REERARZIE
SEAEMN KBS A 1,894,000,000 T (==
—754F ¢ 1,954,000,000770) - @R ESE AEE
AERSEBYGEMOGEERSEE -
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17. INTANGIBLE ASSETS (OTHER THAN

GOODWILL) (continued)

The review on the reduction in the recoverable amount of the
CGU related to the exploration and production of natural gas.
The impairment loss of HK$162,000,000 (2016:
HK$100,000,000) is resulted. The impairment loss was due to
delay in the production schedules of Kashi project as the
approval of ODP has been delayed. The Company’s
management expect that the development and production
period should start immediately after obtaining approval on the
ODP. As a result, it is necessary and appropriate to revise the
production forecast of Kashi project for the remaining contract
period.

The pre-tax discount rate used for value in use calculations is
23.1% (2016: 21.7%) for the year ended 31 December 2017.

Set out below is the summary of assets, liabilities and results
for the year recognised in the consolidated financial statements
in relation to the Group's interest in the Petroleum Contract:

(a) Result for the year

As the project was still under the evaluation period and
commercial production had not yet commenced for the
year ended 31 December 2017 and 2016, there is no
result recognised in the consolidated statement of
comprehensive income.

(b) Assets and liabilities

Property, plant and equipment

Exploration and evaluation assets RN HEE
Intangible assets B EE
Deferred tax assets BIERRIBEE
Current assets MENE B
Current liabilities mEE &

Net assets BEFE

YE NG

7. BEREE (TEERE)®)

ReEEBEMNARESERONERS
TWEREERAR - B ESRERIE
162,000,000/ t( = & — X F:
100,000,000 7T ) ° B EE TH H R
REUSHRBEHAB AR 2 BEUIRIE
BAERMRIRER - ARREEERE
HEREEEPBREEBATHEIE
g AR o Bt - BETRBR T A4
HRAEE  EEEIABEVNERAE -

HE-_Z—+E+-A=+—HILEE"
STEFERAEEAEAORMEERA
23.1% (ZZF—RF :21.7%) °

TXHINGEHMBRENFARRBZE
= RERFERE  ATEAKERG
HBHZ ESERE

(a) XEERE

HRZBEEREBEE-_T—tF L=
T-R"F+ZA=+—HILFEMDN
RRFEEER WARRBABRE
B Bt A 2 ERE R I EER

(b) EERERE

2017 2016
—E—+E —E—RF
HK$000 HK$°000
FET FET
1,743 1,821
369,087 380,420
1,523,512 1,571,240
99,673 86,373
6,538 5,272
(392,935) (429,252)
1,607,618 1,615,874
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17. INTANGIBLE ASSETS (OTHER THAN

GOODWI LL) (Continued)

() Commitments

Capital commitments:

Contracted but not provided for in
respect of:
— Exploration and evaluation
expenditures

18. GOODWILL

Cost
At 1 January
Business acquisition (Note 36)

At 31 December

Accumulated impairment
At 1 January
Impairment loss (Note)

At 31 December

Carrying value
At 31 December

17. BEREE (T EERER) @)

(o) it
2017 2016
—E—+F —E—RF
HK$’000 HK$°000
FET FET
B AREHE
BETOBE AR N7 EEBEE
— R R AHER Y
141,254 131,677
18. BHE
2017 2016
—E—+F —E—REF
HK$000 HK$'000
FHT F#T
A
»—A—~H = -
EFEUREE (5T 36) 7,151 -
R+=—A=+—8 g -
2R
w—A—~8 = -
BEEE (M) 6,000 =
B+=—A=+—H 6000 - -
BREE
R+=-—A=+—H 1,151 =
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18. GOODWILL (Continued)

Impairment testing on goodwill

In accordance with HKAS 36 “Impairment of assets”,
management of the Group performed impairment test for
goodwill allocated to the Group’s CGUs by comparing their
recoverable amounts to their carrying amounts at the end of
the reporting period. The recoverable amount of a CGU is
determined based on value-in-use calculation.

Impairment loss of HK$6,000,000 was recognised during the
year ended 31 December 2017 as the carrying amount of
relevant CGU attributable to the Group exceeds its recoverable
amount. The estimated recoverable amount of the CGU is
RMB24,500,000 (equivalent to approximately HK$28,910,000)
and determined from value-in-use calculation based on cash
flow projections approved by the directors. The pre-tax
discount rate of 20.4% per annum is used in the calculation of
cash flow projections which was performed by an independent
valuer.

On 24 April 2017, the Group completed the acquisition of
100% of the equity interest of Di Maria Limited and its
subsidiaries (the “Di Maria Group”) at an aggregated
consideration of HK$11,276,000. Di Maria Limited is principally
engaged in investment holding which holds 51% equity
interest of Karamay Fuhai Petroleum Chemical Engineering Co.,
Limited (521354 & 8 A ML THRR A F]) (“Fuhai”), whose
principal activity is investment holding. Fuhai holds 51% of the
voting equity instruments of Karamay Weirun Gas Co., Limited
(%= RB KB R A PR 2 ), a company whose principal
activity is distribution of natural gas using pipeline.

18. BE#®)

B AR

RIEFBGFHERE365 [ EERE] -
AEEERECANEEASEREE
EEBEMHEEETRENR - AT
SHREBAKRE e EEEREE - 3B
TEA B A YD S BB EREER

BXRETE -

B E1E 6,000,000 B TREE T —+
F+_AZ+-HULEFEHERAEHER
CEABMNZEEAERHETRESE -
REEABNNGETTKRESEREAR
# 24,500,000 7t (#8E 72 49 28,910,000 7%
o) WARBREREEFTE L ERNES
HEMBERAIRSREET - B REEN
FREF204% R KT — BB
ERETESH -

RZE—+EWMA-+MA - NERERK
I 8% Di Maria Limited & £ Kt B 2 7] ([ Di
Maria Group]) 7 100% f%# - BN E R
11,276,000 7T ° Di Maria Limited = 21
BEREER  BERNBKESA BT
ERAF([ER]) 251%KR%E - ZAA
MEBEBKHINELRR - B8FERNIE
KEBRRAER AR Z5I% R ERRE
B ZARNBEESHERARARATEE
% o
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19. INTERESTS IN SUBSIDIARIES 19. RB AT 2
Details of the Company’s principal subsidiaries as at 31 KRR -_E—+F+-_A=+—8Z
December 2017 are as follows: FEMBARFIEAT
Country/place of
Form of business incorporation/ Country/place of Issued and fully Percentage
Name structure establishment operation Principal activities paid share capital of interests held
ERARL/ geax/ BEfT
NEER gxeREA RIER/ 4% % TEEH REZRE HFEERRAL
Directly Indirectly
EE %
China Energy Resources Limited liability company Hong Kong Hong Kong Sales of food and ~ Ordinary share 100% -
Holdings Ltd beverages and HK$1
investment
holding
FERERERERAR BRAT Bt BE HERMRSRE BRR1ET
BRIRERR
Totalbuild Investments Group ~ Limited liability company British Virgin Islands Hong Kong Investment holding  Ordinary share 100% =
(Hong Kong) Limited US$1
HEREKE(FR)BRLR BRAF RBRAKE B RERR LRk %R
China Era Energy Power Limited liability company Hong Kong PRC Oil and gas Ordinary share - 100%
Investment (Hong Kong) exploration HK$1
Limited
HEFRERRE (FH) BRAT 3 HE R B EERI1ET
BRAT
Zhong Neng Finance Limited Limited liability company Hong Kong Hong Kong Money lending Ordinary share = 100%
HK$1
HERBEERAR AR B BB W& LRRET
Di Maria Limited Limited liability company Hong Kong Hong Kong Investment holding  Ordinary share = 100%
HK$10,000
WIENEERAR BRAR ) BE REER L380% 10,0007 T
Karamay Fuhai Petroleum Limited liability company PRC PRC Investment holding  Ordinary share = 51%
Chemical Engineering Co., RMBS5,000,000
Limited
RABKEERBET BRAT HE HE REER LRRARE
BRRA 5,000,000 7T
Karamay Weirun Gas Co., Limited liability company PRC PRC Distribution of Ordinary share - 26.01%
Limited natural gas RMB130,000,000
RABKEBRRERAR  ARAA HE HE DEARR ERRARK
130,000,000 7T
None of the subsidiaries had issued any debt securities at the ZEMBRARNRERBMERITEMGEH
end of the year. BT o
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20. DEFERRED TAXATION

(a)

The components of deferred tax assets in the
consolidated statement of financial position are as
follows:

Deferred tax assets arising from:

At 1 January 2016 RZE-—RF-A—H
Disposal (Note 35(a)) & (13E35())

Movements for the year (Note 10) £/ & &) (Fff:X10)

Exchange differences ]

At 31 December 2016 RZB—RE+ZA=1+—-H
Movements for the year (Note 10)  4EZ & &) (Fff:X10)

Exchange differences B H =5

At 31 December 2017 RZZE—+E+-A=+—H

Note: Deferred tax assets represented deductible temporary difference in
relation to exploration and evaluation activities in the PRC and the
recoverability depends on the future profitability of the Kashi
project.

The following is the analysis of the deferred tax balances
for financial reporting purposes:

Deferred tax assets EERIBEE

IEAERIE
() REEEUBRARZELERIBEE
ARKEDINT -
BRETRIBEEEAS
Exploration Accelerated
costs tax
(note) depreciation  Tax losses Total
BV A B E
(FfF5E) nE BIEEE ok o)

HK$'000 HK$'000 HK$'000 HK$'000
FET FEr FEr FEr

89,796 (568) 515 89,743
568 (515) 53

2,810 = = 2,810
(6,233) = = (6,233)
86,373 = = 86,373
6,780 = = 6,780
6,520 = = 6,520
99,673 = = 99,673

MisE: BERBREERRBARNEDRHZHER
R A EE < WREF AT R - M A
W E HEBUR AR IEE Z R RE L
5 o

SRR E 0 ELERBEHRD

R -
2017 2016
—E—+tF —T—RF
HK$’000 HK$'000
FEIT FET
99,673 86,373
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20. DEFERRED TAXATION (Continued)
(b) Deferred tax assets not recognised

The Group has not recognised deferred tax assets in
respect of cumulative Hong Kong and the PRC tax losses
of approximate HK$17,226,000 and HK$136,900 as at
31 December 2017 respectively (2016: HK$18,171,000
and HK$nil) as it is not probable that future taxable
profits against which the losses can be utilised will be
available in the relevant tax jurisdiction of the entity. The
Hong Kong tax losses will not expire under the current
relevant tax legislation while the PRC tax losses will expire

in five years.

10% PRC dividend withholding tax would be payable on
the distribution of undistributed profits of the Group’s
subsidiaries established in the PRC. As at 31 December
2017, no deferred tax liabilities have been recognised as
the Group’s PRC subsidiaries have no undistributed

profits (2016: Nil).

21. ACCOUNTS RECEIVABLE

Loan and interest receivables
— money lending business (Note a)
— others (Note b)

Less: Provision for impairment of loan
receivables from others

20. IRAERKIE (&)

(b) AERELEHREE

AEBITEGA-_ZT—+F+=A
=+ —HRFEBRTPABIBEEE
2 Bl #917,226,0007% 7T & 136,900
BIL(ZZF— /5% 1 18,171,0007%
TREBT)ERELERIBEE -
REANER  ABERIEIEER
ARAJEE A EBAZEEB 2 RK
JERBUR T - BIBIVITHATE -
BARIEEESTSEE - MR

HIBEBEENEFARZIE

ARNEBZAIR 10% $h 0 KA P B Rk AL
Z M B R B Z R 5k ) gk B
REFENB - R_TE—+F+_H
=t—HB ARAEEZTENE
REAERARD RGN (=T —X

F8) SHERIEHETHEAR

f&°

21. EURBRFX

M EREF R
— REXH (Hista)
— H b (M5EDb)

B EUEA A T B R RE R

2017 2016
- ZERF
HK$000 HK$°000
FRET TET

- 26,235

37,100 37,100
37,100 63,335
(37.100) (37,100)

- 26,235
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21. ACCOUNTS RECEIVABLE (Continued)

Movement in the provision for impairment of loan receivables
is as follows:

At 1 January and 31 December

Note:

During the year ended 31 December 2017, the Group has advanced a
loan of HK$27,500,000 to China Harvest HK Investment Limited (“China
Harvest”), which has defaulted in payment. The loan is secured by a legal
charge over the entire issued share capital of China Harvest. To protect
the interest of the Group, due to the default in payment by the borrower,
the shares of China Harvest transferred to the Group during the year
ended 31 December 2017. Based on the information available to the
Company, the principal assets of China Harvest are two advances made
to two independent third parties totalling HK$61 million, and its principal
liabilities are an amount due to the former shareholder and the amount
due to the Group. These balances have been recognised under other
receivables and other payables in this consolidated financial statements.

As at 31 December 2016, the loan receivable with principal amount of
HK$26,000,000 and related interest receivable of approximately
HK$235,000 was due from one independent third party. The loan is
interest-bearing at 3% per annum. The loan was neither past due nor
impaired, and was fully settled in January 2017.

Loan receivable from an independent third party, Sing Pao Media
Enterprises Limited (“Sing Pao”), which was unsecured, interest-bearing
at 1% per month and repayable within 1 year have been fully impaired
during the year ended 31 December 2011. The loan receivable from Sing
Pao is secured by a personal guarantee of a third party.

Sing Pao’s shares were listed on the SEHK but was delisted on 18 August
2015. During the year ended 31 December 2015, a winding-up order was
made against Sing Pao and the Group has already submitted proof of
debt form to liquidator of Sing Pao on 7 January 2016. On 2 November
2017, the Group's legal advisor was informed by the liquidator that the
process of realisation of assets of Sing Pao was completed and there was
unlikely to be any surplus assets for distribution to creditors (including the
Company) after payment of the costs of the liquidation.

FEW BRFR (&)

2017 2016
—E—tFE A%
HK$’000 HK$°000
F#T FBT
37,100 37,100

REBEE=T—+tF+-A=+—HLEFE"
AEEEAPEHBBREEBRERAF([H
H |) B 3k 427,500,000 7T ¢ MR EHE K
B BERUARENEHERTRHAEE
R AER - ARERABRSR - BRE
REBOHFZ  PEROMERBZE=T—+
F+ZAZT—RLEFEEEAREE - BE
AARAMBZER  PENEEEERM
MEBLE=FEHAMEBERR BEAR
61,000,000 7T + M E £ 2 & & & & AT
KRB REMNARNEBKIE o ZFEBRNALR
& B 7% R 2R O EL b FE WK TE R H b FE A5 SR IE
ﬁgi’m°

RZZE—XE+-A=+—"8B A¢¥EA
26,000,000 78 7T 2 FE U E 7K K& 49 235,000 74 7T
Z IR BT R — BB E =R
ZEFIRFMER3%ETE o B KRB B
B YR-_ZT—tFE—A2E485 -

W — 2 BLE =TT RBEEEERRAQF
(THREEFRABER BT AFE1%5
S XER—FAREE ZFACRBEZ
E—— T+ A=t+-HALFETERE-
FEN K R E R — B E =R EAERER
o

BRERRAD 2 IR BB B S PT £ - RIRR =
Z-hFENATNBEE - BE-_FT—1F
ToA=Z+—HILEFE - KBREETERS
MAKETER - R"F—-ALAM@KEK
BB ARRERERR N T —tF+—
AR AEENEREREERASA
BB EEZRE K XNFRRARET
ERHREEAHRDRTEEA(BEART)
E AT BEIEARAE o
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22. FINANCIAL ASSETS HELD FOR TRADING 22. HEFEECcERMEE
2017 2016
—E—tE B
HK$’000 HK$°000
Fl FHIT
Trading securities listed in Hong Kong, REBLMZEBF?
at fair value BRAFEE 74,540 58,862

The fair value of financial assets held for trading are based on
their current bid price in an active market.

FRIEEBEZEREEZAFEEDNER
HNVRRM S 2 HFRE -

23. OTHER RECEIVABLES, DEPOSITS AND 23. HtEWRIE - ST RFEAMNK

PREPAYMENTS IE

2017 2016
—E—+F ZE-RF
HK$'000 HK$'000
FET FET
Other receivables, deposits and EMEEIA - A1 & RIEFKRIA
prepayments (Note (a)) (Mt3E (@) 90,295 18,681

Refundable deposits AREET &

— Mr. Wang Jian Guo (Note (b)) — EEB &AL (MsE b)) 20,725 20,725
111,020 39,406

Less: Provision for impairment: W ORERE
— Refundable deposit (Note (b)) — AR EET @ (MiEE (b)) (20,725) (20,725)
— Other receivables and deposits — Ht B F B R IRS (11,883) (11,883)
(32,608) (32,608)
78,412 6,798

Note: FifsE -

(@) As at 31 December 2017, as detailed in note 21(a), included in other (@ Eé‘:%:\tig:ﬂ E;:r* B Bﬁi{
receivables are two advances made to two independent third parties ij(i)ﬁﬁﬁ}m ' ,\M%Hf,TAIFZ@EFﬂﬁﬁ%EM
totalling HK$61 million recognised by the Group as a results of default in FET7IFHE MK + B 7561,000,000
payment by China Harvest. fh;; MARBETRER R RBELS
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23. OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENTS (Continued)

Note: (Continued)

(b)

On 24 September 2007, Mr. Wang Jian Guo, an independent third party
and Joy Even International Limited (“Joy Even”), a subsidiary of the
Group, entered into the agreement in relation to the proposed acquisition
of the 51% equity interest in each of the target companies, Bu Tuo
County Wu Zhou Minerals Limited Liability Company (5 #6.8& AN TEE A
R & ff 2 7)) and Hui Li County Wan Feng Mining Limited Liability
Company (%S QR AR EFAF) of an aggregate consideration
of RMB498 million (equivalent of HK$516 million) (the “Agreement”).
Both companies are limited liability companies established in the PRC. The
principal activities of both companies are in the development of mines in
the PRC. A refundable deposit of HK$20,725,000 was paid (equivalent to
RMB20,000,000) to Mr. Wang Jian Guo upon signing of the agreement.
On 31 July 2008, the Company executed the Deed of termination
regarding the proposed acquisitions, whereby subject to the return of the
refundable deposit, both parties shall be released and discharged from
their respective obligations under the Agreement. On 10 March 2011, Joy
Even issued a Writ of Summons against Mr Wang Jian Guo claiming the
principal and interest on the refundable deposits. On 18 June 2013, the
Court of First Instance adjudged that Mr. Wang Jian Guo shall pay to Joy
Even the sum of RMB22,723,287 or Hong Kong Dollar equivalent. The
Group is now considering actions to recover the said amount from Mr.
Wang Jian Guo. As at 31 December 2017 and 2016, all of the refundable
deposits were impaired and there is no provision for impairment (2016:
Nil) charged to profit or loss for the year.

24. OTHER PAYABLES AND ACCRUALS

Exploration and evaluation cost payables

(Note(i))

Other payables and accruals (Note(ii))

Note:

(ii)

Exploration and evaluation cost payables represents balances payable to
sub-contractors engaged by the Group to perform exploration and
evaluation works on the area designated in the Petroleum Contract as
disclosed in Note 17 to the consolidated financial statements.

Included above is other payables bearing fixed interest rates ranging from
4% to 6% (2016: ranging from 4% to 6%) per annum amounted to

23.

/

\\—|

=3

B

H 5

BO IR B AT A FE AT B A (BRRE (i)

Ho{th & 5 SRR e A SRR (F RE (i)

BT -

(ii)

Hftb B WK IH

/
\

A2 RAMNK

&)

(%)

R-TT+FAA-+TTEA - TREEECB
NE=H)EGIEEE AR AR ([RIE]) (K
SEZMBAR I ([ZiHE]) - AR
FHEBRKEBEEZARIMEZAMNEESR
FEERRAKEEGEYBRESREAQAS
B2 51% & - @R E A AR 498,000,000
7T (#8577 516,000,000;8 7T) - MEATHE A
REBEKZZERAR - EBEKH BRI
EREES - AEBERNETRERA TR
B 5E 4 Z A AR BIET 4 20,725,000 8 7 (M
MR AR 20,000,0007T) c R=ZEZEN\FLA
=+—B ARREVERERKESEEY
RIERE - Bt BRETRER S - 57
BREaREB#EzET - R-T—F=A
+A - HIERETRALEFELEMSHK B
HAREREZASENE - RZTE—=F
NATNB RIVEEFAARERZELEER
1RIEE & AR 22,723,287 TR EEH
Lo ARBERIEZEBHEINTE  mMEERL
AR e e RZTE—EFERZFT—N
F+ZRA=+—B 2PAEEDKRELHER
B BXYWERAFE ZBSMBRBERE(Z
T—NFE) e

KIA [ e 5T X

2017 2016

S
HK$'000 HK$'000
FHET FAT
421,119 392,569
115,783 40,370
536,902 432,939

WA MR 17ARE - B ERR
FHERARERN TASRBERE ZAEBAH
EEZEEETHRIGTEZDBENEG

FitEE BEREEFMEN T 4% E6% (=
Z—RF  NT 4% E6%) 5t B2 EER R

HK$11,000,000 (2016: HK$10,450,000). - &8 A11,000,00087T(=F —NF:
10,450,000 % 7T) °
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25.

26.

BALANCES WITH RELATED PARTIES

Amounts due to a shareholder and non-
controlling interests

The amounts due are unsecured, interest free and repayable on
demand.

CONVERTIBLE NOTES

On 22 January 2009, the Company, Totalbuild Investments
Holdings Group Limited (the “Vendor”), Mr. Wang Guoju, as
guarantor and beneficial owner of the entire issued share
capital of the Vendor, China Era, as a guarantor for the Vendor,
entered into the agreement (the “Agreement”) in relation to
proposed acquisition of 100% equity interest in Totalbuild
Investments Group (Hong Kong) Limited (“Totalbuild
Investments”). Totalbuild Investments holds the entire issued
share capital of China Era which has entered into the Petroleum
Contract with CNPC as disclose in Note 17 to the consolidated
financial statements.

On 3 January 2011, all the conditions of the acquisition of the
first designated area of the Akemomu Gas Field (the “First
Designated Area”) and the entire issued share capital (the
“Acquisition”) of Totalbuild Investments and its subsidiaries
(the “Totalbuild Investments Group”) have been fulfilled.

As a result of completion of the Acquisition and the First
Designated Area, the Tranche 1 consideration in the sum of
HK$2,558,000,000 was paid by the Company with Tranche 1
convertible notes of HK$2,558,000,000 at the conversion price
of HK$0.168 each, to the Vendor including the shortfall
amount of HK$1,279,000,000 which was deposited with an
escrow agent pursuant to the Agreement. The sale loan
consideration payable by the Company in the sum of
HK$906,299,000 was satisfied by deducting the deposit in the
sum of HK$804,000,000 and with the balance of
HK$102,299,000 to be settled in cash or otherwise agreed.

25.

26.

EAERRE AN T 2 &5 ER
BN —ERRRFERERZRE

ZEFAREER  REREEREE -

ARRRE

R-TBZTAE—A-+=-H K27 &
BB ERAERAR(EF D RIHEE
EEERBAZERARESZHEEH
TRAZEZHEAN)  PRFER(ER
BERAZERNREZRKBELAREEH
(BB)BRAR([HAKRE]) Z 100% &
AEZmMEI e ([ ZmE]) - £alg
BEHFHREFREIEHITRA - MPE
FREFPEGHEERL T ABELH (R
RAVIEREWFENTAHE) -

RZE——F—A=H  KERMREKR
RAZE-—HEEwR((F-EELE])
AR EREMBAR ([HAKRESR
m) 2B BTRA(TRBEER])Z
B IGRGERERX -

ARERWEEETE R E —EEHE - A
AEIBIRSRERE0.168 8 LA E H 3
175 —#£2,558,000,00078 7T 2 Al IR =
¥ LA 8 —#E X & 2,558,000,000 7%
T(ERERBEHBZERNTEERENE
%6 1,279,000,000787T) © AR A ER 2 85
& B A E 906,299,000 7T 15 B IR
1 % 804,000,000 Jt M & 15 - M &4 58
102,299,000 T BILAIR © sk 17 /E 2 H th
FER -
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26. CONVERTIBLE NOTES (Continued) 26. ATRTEE #)

According to the Agreement, the shortfall amount of
HK$1,279,000,000 convertible notes (“Shortfall Notes")
should only be released to the Vendor upon the Company
having received a written certificate issued by the competent
evaluator confirming that the First Designated Area be
evaluated on the basis of unrisked economic evaluation on or
before 31 May 2015 (the “Relevant Period”). No such written
certificate was received by the Company on or before 31 May
2015. Under the terms of the Agreement, the Shortfall Notes
have been returned to the Company for cancellation. During
the year ended 31 December 2015, a gain of HK$92,459,000
was recognised in profit or loss, and approximately
HK$1,309,405,000 related to equity component of the
convertible notes have been transferred from convertible notes
reserve to accumulated losses as the result of the cancellation
of convertible notes.

In addition, according to the Agreement, the Group is not
entitled to the benefits and interests of the second designated
area in the Akemomu Gas Field. A separate shareholders’
approval will be required for the Acquisition of the second
designated area by issuing additional convertible notes of not
more than HK$7,442,000,000 subjected to the fulfillment of
certain conditions as stipulated in the Agreement within the
Relevant Period.

The Tranche 1 zero coupon convertible notes with principal
amount of HK$2,558,000,000 with maturity in 30 years was
issued on 3 January 2011. The convertible notes do not bear
any interest and are freely transferable, provided that where
the convertible notes are intended to be transferred to a
connected person (as defined in the Listing Rules) of the Group
(other than the associates of the note holder) such transfer
shall comply with the requirements under the Listing Rules and/
or requirements imposed by the SEHK, if any.

RIEZ W - =%81,279,000,00078 7T 2
RBRER(ZEEE D ETRAAF
BEWBREFNGEMBELHEAZERRSE
—EEMWEER T —RAFHRA=F—
ez Al ([ EEAEE ) RIRERRCE
FHEEETGE - FARER c AREIRZ
TE-—RFRA=+—HBH® 2R EEE
EHEMEE - REZBHE 2GR =58
ERERERAGHETE BE_T—RF
F+TZA=+—HBUIFE AAERHEFEY
A% Z= 45 i 7 18 25 7 52 Uk 25 92,459,000
B TBRREBRESSOEBE 2L
1,309,405,000,8 JT & M A # A% 15 [ &
EREREEIE -

BEoN - IRIEZ R - N E W EER T
ERRBEIETHE L FE kiR o R
R ENZBRIEAZE TIHEGE
171N ER 38 7,442,000,000 78 7T 2 EESMNA]
BRRZEE KBS —EEE - BREE
B IRERBER - FAIEE -

F—HEZEEATBRREELRASEAR
2,558,000,000 7 7T » Al #2[% 2 2 EI| 8
BAxTHH -_T——F— A=H#:
=t+FER - TRREBETFERTEH
EE ENAREEREETEERE
AN A TN REBBEEAL(EE
R EMMBA A BHEEEERES LmR
AlZHRER,/ BB AT
)
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26.

CONVERTIBLE NOTES (Continued)

The noteholders may at any time during the 30 years from the
issue date convert the whole or part of the principal amount of
the convertible notes into new ordinary shares of the Company
at the conversion price of HK$0.168 per share, provided that (i)
no conversion rights attached to the convertible notes may be
exercised, to the extent that following such exercise, a holder
of the convertible notes and parties acting in concert with it,
taken together, will directly or indirectly, control or be
interested in 30% or more of the entire issued shares of the
Company (or in such percentage of the issued share capital of
the Company as may from time to time be specified in the
Hong Kong Code on Takeovers and Mergers as being the level
for triggering a mandatory general offer); and (ii) no holder of
the convertible notes shall exercise the conversion right
attached to the convertible notes held by such holders if
immediately after such conversion, the public float of the
shares fall below the minimum public float requirement
stipulated under Rule 8.08 of the Listing Rules as required by
the SEHK. The conversion price of HK$0.168 per share is
subject to adjustment for consolidation, sub-division or re-
classification of shares, capital reduction, rights issues and
other events which have diluting effects on the issued share
capital of the Company.

The fair values of the liability component and the equity
component were determined at the issuance of the convertible
notes. The fair value of the liability component, included in the
non-current liabilities, was calculated using a market interest
rate of equivalent non-convertible notes. The effective interest
rate of the liabilities component is 11% and the interest
expenses will be charged to profit or loss over the loan periods.
The equity component of the convertible notes, representing
the difference of the fair value of the convertible notes and the
fair value of the liabilities component, was included in the
owner’s equity and denoted as convertible notes reserves.

26. AIRARERE (&)

SEFEAITRETEHEF =TFR
B B IR R AR (B A% 0.168 78 TT i 2 #B Sk &P
DHBBEERBEASELBAARFHE
R - M) A RATTEER - AIHRREER
BARBE-HITHALRALERS
R 12 i S HE B 30% SIA EAR R A2 F6
ERTROER (LBFBRREBEREH
STRIFTRE NIRRT @ 5| Bor b e 2 m ik
BEBZARFRCHITRAZBESL) -
AINSITE AR A RIR AT L k8 ¢ K (i)
MR LR - BRI ARFEREREE
7 £ T R Bl 55 8.08 {5 P 7T FR B A2 PR 7E
ZEERRFREMRTE » AIRREES
BANBITEZSHBE ARG BRER
TRPTBT L3t - MAR(EEAX0.16878 L A]
AERmE s - s EHOE - HIRR
A R REMBARE S BETRALHS
BYEZERFLHE -

BERD LERBD <R FEERET
ARERERET - RESSZAFEE
(BRRIFRBAE) ERRFIEIRK
REZTENRFE - AEID 2 ERH
/1% MASRAXERERBAE
Ba ik - TRBRRE 2 ERB (KK
AMEEEAFEERBERY A FE
BE2ZB) it ABBEAZBGEARKTR
AR IR
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26. CONVERTIBLE NOTES (Continued)

The movement of the principal amount, liability component
and equity component of the convertible notes are as follows:

26. EKREE &)

THRBREASE - BESD REEHH
28BMT :

Carrying amount

BREE
Liability Equity
component component
aEds RIS
HK$°000 HK$°000
FET FEr
At 1 January 2016 R-ZE—XRE—H—H 52,234 695,828
Interest expenses (Note 8) FEFZ (MFES) 5,805 =
At 31 December 2016 RZB-—RF+A=+—H 58,039 695,828
Interest expenses (Note 8) FEFZ (HFES) 6,450 =
At 31 December 2017 RZE—+tF+=-HA=+—H 64,489 695,828

Up to 31 December 2017, convertible notes with principal
amount of HK$599,330,000 have converted into ordinary
shares of the Company. No convertible notes have been
converted during the years ended 31 December 2017 and
2016.

The convertible notes with outstanding principal amount of
HK$679,670,000 as at 31 December 2017 and 2016 have
maturity date falling 30 years from the date of issue on 3
January 2011.

E:I:—? ‘ti"f’ A= ‘|’ =] ¢ Z’»‘igﬁ
7,%599,330000,%7@7#&%5‘555#
BEAABEBRR HE_T TR
fﬁ$+_ﬂ:+ HIEFE - IﬁT?ﬁé
B IR 4 o

RZE—tFER_F—R"F+A=1+—
B AR EZEBEZAEBELASEA
679,670,000,%75 mEIAH &317 R (A7
—E——F—-A=H)#EHR=1T%F-
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27. SHARE CAPITAL 27. A
2017 2016
“B-tE NS
Number of Number of
shares Amount shares Amount
RAEE kit 1] RinEE Ea
HK$'000 HK$'000
FiE7 FAET
Authorised: EIE
Ordinary shares of HK$0.05 each ~ EREE0.058 T2 LB
At 1 January and 31 December n—A—-Ak
+=-A=+—-H 25,000,000,000 1,250,000 25,000,000,000 1,250,000
Issued and fully paid: BETRER:
Ordinary shares of HK$0.05 each  BRREE0.0557T 2 LiEk
At 1 January and 31 December R—A—B&k
+-A=+t—H 9,505,344,000 475,267 9,505,344,000 475,267

28.

SHARE OPTION SCHEME

Under the terms of the share option scheme (the “Scheme”)
adopted conditionally by the Company on 25 June 2013, the
directors of the Company may, at its discretion, grant options
to the directors, employees and consultants of the Company
and its subsidiaries to subscribe for shares of the Company.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, to 30% of the shares of the
Company in issue at any time. Any further grant of share
options in excess of this limit is subject to shareholders’
approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or any of their
associates are subject to approval in advance by the
independent non-executive directors. In addition, any share
option granted to a substantial shareholder or an independent
non-executive director of the Company, or to any of their
associates, in excess of 0.1% of the shares of the Company in
issue at any time or with an aggregate value (based on the
price of the Company’s shares at the date of the grant) in
excess of HK$5 million, within 12 months period, are subject to
shareholders’ approval in advance in a general meeting.

28. BB FESTE

BEARRR-_ZE—=ZFA=-1+HA
B R s BT 2 ([ &8 ) &
B ARARREBAMIBRADR REKB
NAIZEE - BB REBE LD ERENR
BARBZBG -

RIFZAEARRRRTAR T ZRITE
BhiE#Ez ERBBFANZSFERERE
IR ARBNEMRBESBEITROZ
30% ° {EAEBBEIL ERE-FRH 2B
R MANRA G LSRR -

BFARRAES  TRAR K EBSIEL
HAEMBEA L ZBRENESZLEE
B IEMITES 2 UM - Lo (T E
+TZEAAABRFARAIEEREL B
IEMITE B H AT A L 2 B AR HE
MBBARNRERREBEETRMZ
0.1% 3% # {8 #8 i8 5,000,000 % 7T 2 A% 5
(BBRHBEZARRBRMESRTE)A
BERBRRASESIELE
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28. SHARE OPTION SCHEME (Continued)

An option may be exercised in accordance with the terms of
the Scheme at any time during the period commencing
immediately after the date on which the option is deemed to
be granted and accepted and expiring on a date to be notified
by the directors to each grantee which shall not be more than
10 years from the date on which the option is deemed to be
granted and accepted. According to the Scheme, there is no
provision requiring a minimum holding period before an option
may be exercised. A nominal consideration of HK$1 is payable
on acceptance on grant of an option under the Scheme.

The exercise price of the share options is determinable by the
directors, but may not be less than the higher of (i) the SEHK
closing price of the Company’s shares on the date of grant of
the share options; (i) the average SEHK closing price of the
Company’s shares for the five trading days immediately
preceding the date of the grant; and (iii) the nominal value of
the Company'’s shares.

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.

No shares options were granted and exercised during the years
ended 31 December 2017 and 2016.

28.

W AR )

ZEBRERBIERERKEAZAE
BESRASARABREDHZ BB -
AR IR LA Bl 2 (R BERS 1T RE AR © %
BRHEAEBRERAIFRD MRZEAL
BAE T SEE T4 - RIBEZTE - 176
BREMTEBSESEHZHRTE - RIFZ
ArEEMR B ZBREMN B ZRBAR
BR1BTT-

BRETEESHESEE - ETEIN
T =Fz2&eE  AO)RKREEREZ
BB P AT AN 2 A B fn 2 1B ¢ (i)
EERLBREZAMAEARZZ HBR
PP SR A R BB 2 P Ui 8+ K (i)
ARAEMEE °

BRRYERTHESE ARBURE IR
BERERRE LIRE 2R o

BE_T2—+tFk_F—XR"F+=A
=t+—HILFE  WERERTERS -
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29. HOLDING COMPANY STATEMENT OF

FINANCIAL POSITION

Non-current assets
Interests in subsidiaries

Current assets
Financial assets held for trading
Other receivables, deposits and
prepayments
Cash and bank balances

Current liabilities
Other payables and accruals
Amount due to a shareholder

Net current assets

Total assets less current liabilities

Non-current liabilities
Convertible notes

Net assets

Equity
Share capital
Reserves

Total equity

FRBEE
RMBARz#s

RBEE
FFRECSREE
HiEYE0R - e RENHEA

B RRITER

REBAE
H it e 15008 R At R
R —ABRNR

RBEERE
BERERRBAR

FRBAME
THRERE

BEFE

ik
[N
e

aEs

Notes

Mt

27
30

29. ER AT BEMRR T

2017 2016
—B-tf BN
HK$'000 HK$'000
TER T
1,601,938 1,663,733
1,601,938 1,663,733
74,540 58,862
1,097 1,882
131,724 183,757
207,361 244,501
6,845 3,682
40,402 40,402
47,247 44,084
160,114 200,417
1,762,052 1,864,150
64,489 58,039
64,489 58,039
1,697,563 1,806,111
475,267 475,267
1,222,296 1,330,844
1,697,563 1,806,111

BEEenr_Z-N\F=ZA=-+N\B#AE

The financial statement was approved and authorised for issue
by the board of directors on 28 March 2018.

Zhao Guogiang
it ] 5
Director

EF

R EZEREHRE -

Gu Quan Rong
oS

Director

EE
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30. RESERVES OF THE COMPANY

30. AL F B

Contributed Share Convertible Accumulated
surplus premium  notes reserve losses Total
BAREEH RDEE THRREERE REE #E
HK$'000 HK$000 HK$000 HK$'000 HK$'000
FET FET FET FET FET
(note (a) (note (b)) (note ()
(M5t (@) (Fi3E (b)) (F5E ()
Balance at 1 January 2016 RZZE—"F-HA—H
b3 91,349 1,679,187 695,828 (842,724) 1,623,640
Loss and total comprehensive BERAFE2ENE
income for the year B - - - (292,796) (292,796)
Balance at 31 December 2016 RZE—RF
+-RA=+—Hz&% 91,349 1,679,187 695,828 (1,135,520 1,330,844
Loss and total comprehensive BERAFEZE
income for the year gtk - - - (108,548) (108,548)
Balance at 31 December 2017 R-E—+F
+-A=+—Bz&s 91,349 1,679,187 695,828 (1,244,068) 1,222,296

Note: Bt E

(a) The contributed surplus represents the difference between the nominal (a) BEARRNBBRDBRE-"TTE_F—A++tH
value of the shares of the Company issued in exchange for the issued AEEEER  AUKBRHBRARZBEET
share capital of the subsidiaries and the value of the underlying assets of FRAT 81T 2 AN A B (D 2 EE KM B R R
the subsidiaries pursuant to the Group Reorganisation on 17 January ZIEREEEME L ER -

2002.

(b) Under the Companies Law of the Cayman Islands, the share premium (b) REFAESHESRRAZRTE RO BERE
account is distributable to the shareholders of the Company under certain ETBERTASKRFARARIBRE - BR1DEHE
circumstances. It represents the excess of the nominal value of shares FERBEARARBBITRIDEE 2 B -
issued by the Company.

(c) The convertible notes reserve represents the equity component of the (c) AR EEEEECRITIRRER 2 E=
convertible notes issued (i.e. option to convert the note into share capital). B (BRI M RRER AR ZEERE)
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31. COMMITMENTS
(a) Operating lease commitments

The Group leases certain of its staff quarters and offices
under non-cancellable operating lease arrangements with
lease terms ranging from one to three years. At 31
December 2017 and 2016, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

(a)

31. H&iE

REHERE

AEERBIRESEHELH
MAETEIBERRAE  HH
B—EZFTE - RZIT—tEFER
T AE+=A=+—8 %
B AR IR H T 51 5F BRI B 2 S Rl 4588
BERE 2 KRR ENRIEE R ERE
=3

2017 2016
—E—+F —ZE—RF
HK$'000 HK$'000
FET FET
Within one year N—FER 3,959 3,541
In the second to fifth years, inclusive ~ S-_FEZFAF(BIEEREME) 9,110 1,052
13,069 4,593
(b) Capital commitments (b) EAHKIE
2017 2016
—E—tF ZERF
HK$’000 HK$°000
FET FET
Contracted but not provided for in EETAERBE TP B IREE -
respect of:
— exploration and evaluation — R RS
expenditures 141,254 131,677
— capital contributions in a subsidiary — $BAFEE 123,900 115,500
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32. RELATED AND CONNECTED PARTY

33.

TRANSACTIONS

Transactions 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. Save as those
disclosed elsewhere in the consolidated financial statements,
the Group had the following material transactions with related
and connected parties which are not members of the Group:

Key management personnel remuneration

Remuneration for key management personnel of the Group,
including amounts paid to the Company’s directors as disclosed
in Note 13 to the consolidated financial statements.

LITIGATION

(@ In January 2014, two independent parties (the
“Plaintiffs”) commenced a legal action against (a) two
substantial shareholders of the Company (the “First and
Second Defendants”) and (b) the Company, whereby
the Plaintiffs alleged that the First and Second Defendants
have agreed to transfer convertible notes of the Company
in the principal sum of HK$106,820,000 (“Disputed
CN") to the Plaintiffs, but the Company failed to
recognise the transfer and failed to issue shares in
accordance with the Plaintiffs’ conversion instruction. The
Plaintiffs sought for total damages of HK$106,820,000
and interests and related costs.

The Company filed defense on 12 March 2014 and
denied the claims made by the Plaintiffs. The
management of the Company made an assessment that
the litigation is unlikely to result in any material impact
on the financial position of the Company.

32.

33.

RBERBEALIRS

ARAREEBRARAEE AL ZHE
RAETZRZERGFAREREHE - I
BERAKERTE © BRARAMEHREREMER
DWRBEIN  AEBEEFEAEEKE QT
B RBEEALTBEUATEARARS :

TEEBEAEME

BIRNEBTEETEABE 2SS (BHEM
ARARBEEYNZ2&8) BERGRATH
WMERMEE13 °

B

(@ RZZE—NF—F MEBBILA
(TREADH@QARFMBEER
RE-—RE-ZWEAD RO AR
AHRRARENRNR  REABEE—
MEZHEARERRE A#EEAR
4 %8 /106,820,000 78 7T HY AN 2 7]
AIHRBEER((SEETRRE
Bl BARABRERRERE LK
BEREBRE A BB BITR
e BREABRBAEEAH
106,820,0007% 7T X Fl B & fH B8 &
)Eﬁo

AR —ZE—NF=A+=-HE
i WEBRS ARE /S
R AQRA BB EFATAA
BEEREFERNRARNIMIEARR -
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33 LITIGATION (Continued)

(b)

Reference is made to the announcements of the
Company (a) dated 16 September 2013 in relation to
media reports about Mr. Wang Guoju; (b) dated 7 June
2015 in relation to charges against Mr. Wang Guoju for
illegal operation crime involving allegations about
improper conduct during the obtaining of the Petroleum
Contract (the “lllegal Operation Charge”); (c) dated 17
June 2015 in relation to the commencement of the
litigation (the “Litigation”) in the Grand Court of the
Cayman islands (the “Cayman Court”) against (inter
alia) the defendants (including Mr. Wang Guoju and UK
Prolific, collectively as the “Defendants”) with the view
to obtaining Cayman Court’s order to have the Totalbuild
Transaction declared void or rescinded and have damages
awarded to the Company; (d) dated 25 June 2015 in
relation to the obtaining by the Company of the
Injunction Order from the Cayman Court restraining the
Defendants from disposing of, transferring, dealing in,
diminishing the value of or exercising voting rights in
respect of 1.86 billion issued Shares (the “Restrained
Shares”), and restraining the Defendants from
converting convertible bonds representing
13,366,190,476 underlying Shares (the “Restrained
CBs”); (e) dated 18 August 2015 in relation to the
continuation of the injunction order (the “Injunction
Order”) against the Company’s undertaking not to issue
or deal with additional Shares or securities without leave
of the Cayman Court until the conclusion of the trial
relating to the Litigation or further order by the Cayman
Court (the “Company’s Undertaking”); and (f) dated 6
December 2017 in relation to the signing of the
Supplemental Contract between the Group and CNPC to
extend the First Phase exploration period by way of
supplement and amendment to the original Petroleum
Contract.

33.

(=]

(b)

A

/N 2

NG,

PRSI N/NET = O NI =T CV I =
HAE-_ZET—=FAA+ HHA
i AABBIEELEMNEER
BH:OHBEA-ZZE—AFAtH
B RAREETEE L EWIE
FIEELETE B SRERES
AHERNETNETANEIE( 3k
EEER]) OBRHA-_ZT—AF
NAtTEERAH RABERE
BHeXAR((HEREER AR
HEHAEE ) HEE(BETHESL
A4 I UK Prolific - #ifl [#& 1) AEF
AHRB])  RHEARZFEEREE
o B I B DA R R R B B
ERSHESHESERMNGS (B
HAE—Z-—RAFA-+HAHA
i ARBRBARRMASHEE
FRERBEEH S ABHEELE -
&% - H% 1,860,000,000 i3 2 31T
B ([ ZRERD ) SOREEER
MEERITERERE - LA REEH
82 I 13,366,190,476 M HE
B 5 2 A% 1 55 ([ 52 PR ) T # iR
B%)):  @BHE-ZFT—HFN\A
TNABRRH AEBBEEGHS
([EH<])ESTE  BEEHS
WRANBIERFEEER BFANE
Mk SRS ARMNE—Pm
LAl ARRTEERSHSE
B AP o] B BT SR IR R IMNR (D
HEHF(ARATWERE])  kNOA
HAE-_T—+tF+ A HHA
e AR BBASEEFEAHE
BRI MaHs  SRMTRIERT
RETAHER - B HEAPE R
R -
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33. LITIGATION (Continued)

(b) (Continued)

In December 2017, the Company was informed by Mr.
Wang Guoju and his legal representative that the lllegal
Operation Charge against Mr. Wang Guoju was
acquitted. On that basis and after taking legal advice
from the Company’s legal advisers, the Company has on
27 December 2017 reached settlement with the
Defendants pursuant to which the Company is applying
to the Cayman Court for discontinuance of the Litigation,
as a result of which the Injunction Order and the
Company’s Undertaking would be discharged such that
the Defendants should no longer be restrained in respect
of the Restrained Shares and the Restrained CBs.

The directors of the Company will update shareholders
and the public on any material development of the
Litigation by way of announcement if and when
appropriate.

34. EVENTS AFTER THE REPORTING PERIOD

On 4 November 2017, the Group entered into a provisional
sale and purchase agreement to acquire the entire equity
interest in Team Lucky Development Limited, whose sole assets
are properties in Hong Kong, for a total consideration of
HK$24,011,000. During 2017, a deposit in the amount of
HK$2,360,000 was paid. The acquisition was completed on 26
March 2018.

On 4 January 2018, the Group entered into a sale and purchase
agreement with an independent third party to acquire
properties in Hong Kong for a cash consideration of
HK$44,438,000. The acquisition was completed on 19 March
2018.

33.

34.

anp
il
]

I>L
UH

(%)

—
O
-

RIB—+E+-F ARG EE
BEESEHELAERREM  TE
B E AR E IR IE R ©
BERY - MARBEEBEMGR
FEBERE  ARRBR-ZT—+
F+-A-FHEEBEENRE K
NARIEMASES AR BFEFRIEF
A 4 A= S /NS b
R - A E T BR IR
B 15 e SZBR I AT e AR fE 55 5 2 5
PR il ©

ARBEEHREEREATIER
oz MERBEFRRIERN
BRABRR R ARRHB R ER

BEHREE

R-Z—+F+—AmA - AEBETE
BEERS  WKEREREARATY

HEEmE
FEPARIE - R AR —MEBEAMNES

R BREA24,011,0008 7T ° B
—ZE—+4F - 542,360,000 T X

F- WBEBER_F-N\F=A=1/H
FERK ©

RZZF—)\F—A0B  XEBEEFTE
=HRILEE R WRBEZTENY
¥ B R(ERL4,438,0008 7T WiE
FHRENR-_FT-NF=A+ALBZK
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35. DISPOSAL OF SUBSIDIARIES

(a)

On 24 June 2016, the Group entered into a sale and
purchase agreement to dispose of certain subsidiaries at
a consideration of HK$50,000, the net liabilities of the
subsidiaries disposed at the date of disposal were as

35. HERB L

(a

RIE—REXAZTHEA K&
BRIVEEHS  HEETHEAR
Al - R{B /50,0008 7T - M HE
MEBARNHE ARz aEFED

follows:

Assets and liabilities disposed of at the date of disposal:

Other receivables, deposits and prepayment
Amount due from a related company

Cash and bank balances

Trade payables

Other payables and accruals

Deferred tax liabilities (Note 20(a))
Non-controlling interests

Net liabilities disposed of:

Gain on disposal of subsidiaries

Consideration received

(b)  Cash inflow arising from disposal of subsidiaries

Cash consideration
Cash and bank balances disposed of

T

REERMEHENEERALRE -

HK$'000

FET
HihEWEIA -« e RIEN KIE 52
JE U — R A B 2 B) 5108 9,137
B4 MIRTTESS 7
5B (2,889)
H A FE S FRIB R BT FUR (6,227)
EEF A G & (I 20(a)) (53)
VTR = (753)
BHEAEFE (726)
HEMB AT Z U 776

BUR(E 50

(b) RELEMBARZRER

HK$°000

TET

RefE 50
BEHEZRE RRITARR @)
43

142

China Energy Development Holdings Limited = BRI IERER QA



Notes to the Consolidated Finqncial Statements

S IE SRR M EE

31 December 2017 —Z—+%+-A=+—H

36. BUSINESS ACQUISITION DURING THE YEAR

On 24 April 2017, the Group completed the acquisition of Di
Maria Group, which in turn owns an indirect controlling equity
interest in Karamay Weirun Gas Co., Ltd. (B ABRIEBEARRA A
fR27]), which is principally engaged in distribution of natural
gas in Xinjiang.

The fair value of identifiable assets and liabilities of Di Maria
Group as at the date of acquisition were:

36. FREKIE

R-T—+FMA-+mA - REETR
I B& Di Maria Group * 1 Di Maria Group
AE R NI KERRRERAAIAIE
EHltER  Z AR EERTERERA

Di Maria Group U fiE B BR Z AT sl & &=
RBREAFEBEOT

Identifiable net assets:
Property, plant and equipment
Trade and other receivables
Cash and cash equivalents
Trade and other payables

Total identifiable net assets at fair value
Non-controlling interest

Goodwiill

Settled by cash

Net cash outflow arising on acquisition:
Cash consideration paid
Contingent consideration
Cash and cash equivalents acquired

Di Maria Group

HK$°000
FAEIT
/B EETE

Y - BB MR 28,299
B 5 ME MW FIE 1,675
HehkERRE 1,815
B 5 MHMENFRIE (15,780)
BAVEEZTRBAEEFE 16,009
FEIERR R (11,884)
4,125
e 7,151
AR & &1 11,276
Di Maria Group
HK$°000
FEIT

EfEWBEEC2RESRHFEH
BENBEERE 11,276
HANRE =
TR e RERIRE (1,815)
9,461
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36.

BUSINESS ACQUISITION DURING THE YEAR
(Continued)

Pursuant to the sale and purchase agreement between the
Group and the vendor of Di Maria Group (the “Vendor"), the
Group paid RMB10,000,000 (equivalent to HK$11,276,000) as
the consideration for the acquisition of Di Maria Group. Under
the terms of the sale and purchase agreement, additional
RMB6,000,000 (“Second Consideration”) and
RMB16,000,000 (“Third Consideration”) would be paid if the
total natural gas distributed reached 150,000 cubic meter per
day (“First Target”) and 300,000 cubic meter per day
(“Second Target”) before 31 December 2017 and 30 June
2018, respectively.

In any event that the designated gas distributed cannot be
reached, the Second Consideration and the Third Consideration
should be deducted proportionally in accordance with an
agreed formula.

According to the sale and purchase agreement, the Group has
the right to require the Vendor to buy back, and the Vendor
has the right to repurchase Di Maria Group at the original
consideration, if the First Target or the Second Target cannot
be reached at 31 December 2017 or 30 June 2018.

As at 31 December 2017, the First Target could not be reached,
but the Group has not exercised its right to require the Vendor
to buy back nor the Vendor has exercised its right to repurchase
Di Maria Group. As a result of the non-fulfillment of the First
Target, the Second Consideration shall not be payable, and the
management estimates that the amount of contingent
consideration is immaterial at the date of acquisition and at the
end of the reporting period and therefore no contingent
consideration payable was recognised accordingly.

If the acquisition had occurred on 1 January 2017,
management estimates that consolidated revenue of the Group
would have been HK$20,709,000. In determining these
amounts, management has assumed that the fair value
adjustments, determined provisionally, that arose on the date
of acquisition would have been the same if the acquisition had
occurred on 1 January 2017.

36.

FRREEWE )

RIEAEE B L Di Maria Group 2B/ ([ B
FlzEEBWZ AEBEIZHTARE
10,000,000 70 (FHE # 11,276,000 7C)
{E AU EE DI Maria Group I8 - IRIEE
EMEAER  MRAGIHESBIR =
T—+F+-_A=+—"HER-_ZE—N\F
SNAZ=+HRBIESH 150,000 5K (5
—{EE&]) %% H 300,000 7K ([E=
BE&ZE]  BEINZ AR 6,000,000
T(E=ZERE] & AR 16,000,000
T(E=SRE)) -

MR EBIE T RARARDME @ QIERE
BEMANZEHMNBRE—ERERSE
—ERE-

BREBEERDZ  WE—EBERE_@EAR
BRENR-_Z—tF+-A=+—HBsk
“ZE-N\FEXRAZTHER MEXEEE
REXESTRBLELTARRRRED
f% Di Maria Group °

R—E—+tF+=-A=+—RH £—f@H
ERBEER - BAREEWETEEERNE
SKESBIEEE R INEITEEERNEE
Di Maria Group ° HHA R 8E3ZER E — & B
B FEREEAXN AEEERER
RKE R BRERARKIARENSE
WAER - B ERRENRARE -

WEWBEEN T —+F—A—H%
£ EBREBREMASERAKTEZE R
20,709,000 - TETEHLER - &
BEEBRIRKBEAEENATER
FAR(BERNET)  BBENRZZT—+t
F-A—BRLERBEBEFENQATFEEH
B
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37. NON-CONTROLLING INTERESTS

Karamay Weirun Gas Co., Ltd. (“Weirun”), an effective
26.01% owned subsidiary of the Company, has material non-

controlling interests (NCI).

Summarised financial information in relation to the NCI of
Weirun, before intra-group eliminations, is presented below:

For the period from 24 April 2017 (date of

acquisition) to 31 December 2017

Revenue
Loss for the year
Total comprehensive income

Loss allocated to NCI

For the period from 24 April 2017 (date of

acquisition) to 31 December 2017

Cash flows from operating activities
Cash flows from investing activities
Cash flows from financing activities

Net cash inflows

At 31 December

Current assets
Non-current assets
Current liabilities
Non-current liabilities

Net assets

Accumulated non-controlling interests

37. FERER

KARBEHEBE2601%ERZHE R
Al RNIBEEBRBRIRERQA(E

W) AR -

“E-tFENA-+THA(KEBH)
E_R—+H+-A=1t—-HHHE

Yz

FAEBE

EHW AR
SETFERER ZER

—E-tFEWNA=-+MAB (KEBH)
BEE—+tHE+=-A=1+—HHH

KERLEHZATRE
KEREEHZAETRE
KEREED AT RE

B MAFE

Rt=RA=+—H
MEEE
FRBEE
mEBAE
FRBAE

A A

Rt IR s

BRERIFERERZMBEERMECR
AH RAERIKEEAT) 25000

2017
—E—t5F
HK$'000
FET

12,630
(889)
(2,254)

(1,668)

(3,801)
41

(3,760)

2017
—F—tF
HK$'000
TETL

12,248
27,845
(22,282)

17,811

13,178
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38. NOTES SUPPORTING CASH FLOW

STATEMENT

(@)  Cash and cash equivalents comprise

38. B MEBRME

(@) BeAFRHAEZBHE

2017 2016
—E—+F —E—RF
HK$’000 HK$°000
FET FET
Cash and bank balances available RERRHZEBES R
on demand RITAE R 171,926 203,719
(b)  Reconciliation of liabilities arising from financing activities: by ELXEREEYBEHE
Advance to
Advance to non-controlling
a shareholder interests
(Note 25) (Note 25)
B—ERER EIEERER
fEH B fEH B
(Pff&E 25) (P 25)
HK$°000 HK$'000
FET FET
At 1 January 2017 RZZE—+F—H—H 40,402 =
Changes from cash flows: RKEREREZE
Advance from a shareholder RE—BREZ R 224
Advance from non-controlling KB IR R 2 BN
interests - 6,222
At 31 December 2017 RZZE—tF+-HA=+—H 40,626 6,222
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39.

40.

CAPITAL RISK MANAGEMENT

The Group's objectives when managing capital are:

° To safeguard the Group’s ability to continue as a going
concern, so that it continues to provide returns for
shareholders and benefits for other stakeholders;

o To support the Group’s stability and growth; and

° To provide capital for the purpose of strengthening the
Group's risk management capability.

The capital structure of the Group consists of equity
attributable to owners of the Company only, comprising
share capital and reserves of HK$475,267,000 (2016:
HK$475,267,000) and HK$1,214,193,000 (2016:
HK$1,330,396,000) respectively as at 31 December 2017.

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future capital
requirements of the Group and capital efficiency, prevailing
and projected profitability, projected operating cash flows,
projected capital expenditures and projected strategic
investment opportunities. The Group has not adopted any
formal dividend policy. Based on recommendations of the
directors, the Group will balance its overall capital structure
through the payment of dividends, new share issues and share
buy-backs as well as the issue of new debt or the redemption
of existing debt. For details of cash flow forecast carried out by
the directors, please refer to Note 3(b)(ii) “Going concern
basis”.

FINANCIAL RISK MANAGEMENT

Exposure to credit, liquidity, interest rate and currency risks
arises in the normal course of the Group’s business. The Group
is also exposed to equity price risk arising from its equity
investments in other entities.

The main risks arising from the Group's financial instruments in
the normal course of the Group’s business are credit risk,
liquidity risk, interest rate risk, currency risk and equity price
risk.

39.

40.

EXEmEE

AEEEBREAZBRR

s REAREREFELE LEAK
REEMESFTE AD R RE &K
K Ras

s XBAKEZBEMRER: K

o RHEHEARNUMBANEEERERE
E7 e

anp>

R-B—+F+-_A=+—H AEEE
AEBEBEALEE AR ILER - &
B IERAR M FEED B /475,267,000 %
TT( = ZF — /X% 1 475,267,00078 7T ) &
1,214,193,000% T = & — X F:
1,330,396,000 % 7T) °

AEEEGREHRTREEREERR
B ARREBEARBRBRROR - &
LERRERBROBEE BIAEE
ZAREETERENYE BT MIAR
BN BAKERERE  FWUEAR
P MIRAIRAEIERERE - AREY &
RMEMEARSRER - RIEBEEENHRE
2F AREBEBRXMNBE - BITH
B BRI - ARBITHESEEIRE
B - FTEHEREARE FRESE
TR REBRNFEE - FLHEME
(b)) [ FFELEEE] -

B % E R E
(B RBES - NERREBERIER

SEXBZILEBIETES - AREIEK
XEEREMERZIBARE ZBAE
REE o

EAEEEBZEEBETEAEES
MTAELZTERRAEERR R
ARk - MERER  B¥ERMRAE
R
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40. FINANCIAL RISK MANAGEMENT (Continued) 40. MERKRERE &)

These risks are limited by the Group’s financial management ZERBRS T ANER Y MEEIBHRE

policies and practices described below. R EBTEFTHIA o

(a) Credit risk (a) SER
Credit risk is managed on a group basis. Except for loan FEERBTVIREAEEETIE - BHD
and interest receivables, and the other receivables and AR GRS IR ER W21 K235
deposits that were further explained in Notes 21 and 23 i EIME R A B R H A E U =
to the consolidated financial statements respectively, the BRI REBZFTESmE
Group principal financial assets are the financial assets EABEES e BEERDRTF
held for trading and bank balances placed in financial BRemEEREERTFZRITZ
institution and reputable banks separately. Given their RI1T#E8 - ERZERITAESRE
high credit standing, management does not expect any BR EEEEHITeRZER
credit risk exposure for those financial assets held for EEB 2 RMEE MIRITEE S
trading balance and bank balances. For credit exposures ZERK MEBARFZEERR
to customers, Group management has policies in place to TH - AEEEERERABERER
ensure that sales are made to customers with an NEBERMEBBEES ZEXLHRZIRP
appropriate credit history. For credit exposures associated EITHE - EXREIREIFTS R E
with the refundable deposits and loan receivables, Group WEREBZEERR  AEEK
management had assessed the credit quality of the FREBAZHBRN - EBEE
debtors, taking into account their financial position, their LEMAZRDFEREZEEEZ
business developments and other factors. In addition, the Zo N REEBRRERESRE
Group ensures that the amount of the loan is within the AAREEMEZLERZA
limit set by the Group.

(b) Liquidity risk (b) FREE SRS
The Group has net current liabilities of approximately R-E—+F+-_A=+—H &
HK$258,872,000 at 31 December 2017 (2016: EENRHEBEFEDNA
HK$177,727,000). The directors have carried out a 258,872,000 ;t( — & — /X F ¢
detailed review of the cash flow forecast of the Group 177,727,000/87C) - EE B FHAE
covering a period of not less than twelve months from BMASERE G MEHRET T
the end of the reporting period, and other measures R+ A AENRE S R=TEE X
taken by the management as referred to in Notes 3(b)(ii) BRI E M (4R S B
to the consolidated financial statements, and consider TR R M 5E 3(b)(i) Z 4R ) - RAR
that the Group will have sufficient working capital to EEEEEREEEES AT E
meet its financial obligations as and when they fall due NBA-ZE—+tF+_-_A=1+—H8it
for the twelve months from 31 December 2017. ST ZEARR B HEEE -

148 China Energy Development Holdings Limited = FEREREI 3R ER A A



Notes to the Consolidated Financial Statements

ARE B IS SRR B 5E

31 December 2017 —E—+F+=-A=+—H

40. FINANCIAL RISK MANAGEMENT (Continued)

(b)

(9]

(d)

Liquidity risk (Continued)

The maturity dates of all financial liabilities are within one
year as at the end of each reporting period, except for
convertible notes as disclosed in Note 26 to the
consolidated financial statements which is interest free
with maturity date over one year. The contractual
undiscounted cash flows of financial liabilities equal their
carrying amounts as shown on the consolidated
statements of financial position as the impact of
discounting is not significant, except for convertible notes
with the principal undiscounted cash flows amount of
HK$679,670,000 (2016: HK$679,670,000) as at 31
December 2017, but stated at the carrying amount of
HK$64,489,000 (2016: HK$58,039,000) as at 31
December 2017 as disclosed in Note 26 to the
consolidated financial statements. These zero coupon
convertible notes have maturity date falling 30 years from
the date of issue on 3 January 2011.

Interest rate risk

Except for certain other payables that were further
explained in Note 24 to the consolidated financial
statements, the Group has no significant interest-bearing
financial liabilities, and the financial assets are bank
balances held with financial institutions. The Group’s
income and operating cash flows are substantially
independent of changes in market interest rate.

Currency risk

Currency risk refers to the risk that the fair value or future
cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates. The Group’s
exposure to market risk for changes in foreign currency
exchange rates relates primarily to certain bank balances
and other receivables in currencies other than the
functional currency of the group entity to which the
balances relate. The currency giving rise to this risk is
primarily Hong Kong Dollar.

At 31 December 2017, it is estimated that a 3%
strengthen/weakening of the Hong Kong dollars against
Renminbi would have decrease/increase loss before
income tax by HK$115,377 (2016: HK$112,000). This
sensitivity analysis assumes that all other variables, in
particular interest rates, remain constant.

40. I ERERE &)

(b)

(9]

(d)
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BT (ZE —J/F 1 679,670,000/8
)2 BBERER(R_T—1F
+ - A=+ —B %R KEmE
64,489,000/ ;w( = & — /X F:
58,039,0007% 7T ) 7l BR ) Il Bx #h (20
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L= MR ERCEIMA AR
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m=—tFZH -
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RBINEEENINMERIIEZET
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EERRRNEREEIERETT
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RRETWE TR ARBHE B
B3% @ BIBRFTERATEEG SR
A HEAN115,377 B T (22 — X
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40. FINANCIAL RISK MANAGEMENT (Continued)

(e) Price risk

The Group is exposed to equity price changes arising
from equity instruments classified as trading securities. All
of these investments are listed.

The Group’s listed investments are listed on the Stock
Exchange of Hong Kong. Decisions to buy and sell
trading securities are based on daily monitoring of the
performance of individual securities compared to that of
the Index and other industry indicators, as well as the
Group’s liquidity needs. The portfolio is diversified in
terms of industry distribution, in accordance with the
limits set by the Group.

The sensitivity analysis below has been determined based
on the exposure to equity price risks at the end of
reporting period for those trading securities. If equity
price had been 5% higher, the loss for the year ended 31
December 2017 would have been decreased by
HK$3,112,000 (2016: HK$2,457,000). Had the relevant
equity price been 5% lower, there would be an equal
and opposite impact on the loss.

40. IEERERE &)

(e) EER

AEBAZDBEREER ST A
TAMELZBAEBREFHAR -
EREREDRLEMD

AEEz EMRERTEB AT L
meBARBHEBRESF ZRETY
RERERENZFRREREH# KL
HiTRIBERAZ L BARAE
BZRBHESTEEL - REMAE
REASEREZRBETED M
EZTADB -

UTEERFBREDITIER
HEHRBAERRABRET - MR
NE®EEAS%  AIHBHE-ZT—+
F+-_A=Z+t—HULEFEZEES
43,112,000 T (ZF— R F -
2,457,000 7T ) © i B B IR A (E S
T¥5% - Bl EiERESREE
RERFE -

(f) Fair value estimation () DAFEEMHET

The following table provides an analysis of financial TRAEERAFEBY KRS IA

instruments carried at fair value by level of fair value BEAFEEEBRZ DN

hierarchy:

Level 1 — Quoted prices (unadjusted) in active markets FE—H — HEERRMSHEREE
for identical assets or liabilities. o B BEUS 2 B CRE

HE) o

Level 2 — Inputs other than quoted price included IR — UE-BRBREUNCE
within Level 1 that are observable for the EXBBEIATHEREA
assets or liabilities, either directly (i.e. as g BRcEEEE
prices) or indirectly (i.e. derived from prices). 1%) S (BNIR B R

&)

Level 3 — Inputs for the asset or liability that are not F=H — ?‘a}ﬁi@%@ﬁﬁﬁﬁ#gﬁéﬁ
based on observable market data (i.e. BEMSEBRZEAER
unobservable inputs). REHAME (TAIBR

BAR) o
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40. FINANCIAL RISK MANAGEMENT (Continued)

()

Fair value estimation (Continued)

At 31 December 2017 and 2016, the Group'’s financial
assets held for trading as disclosed in Note 22 to the
consolidated financial statements are measured at fair
value, which is categorised as financial assets at fair value
through profit or loss and measured fair value based on
Level 1 fair value measurement hierarchy.

The Group's policy is to recognise transfers into/out of
fair value hierarchy levels as of the date of the event or
change in circumstances that caused the transfer.

During the years ended 31 December 2017 and 2016,
there were no transfers between Level 1 and Level 2, or
into or out of Level 3.

41. FINANCIAL ASSETS AND LIABILITIES

The carrying amounts of the Group’s financial assets and
liabilities as recognised at 31 December 2017 and 2016 may be

BRRER &)

(f)

DN EEMGE )

RZB—tFR_F-—R"F+-A
=t—B AKESFEEEZEA
BE (WBENGRE P BRRMTE22)
TR AV EEFE  DBEREAF
BEFABRRZESBEERBRER
FEEAEBAEAFE -

AEBEZBRR/NERER 2 S
HIENE S B HERRNFEEER
BWAHEH -

RBEE-_Z—LtHFR-_T—RF
TZA=1T—BLFE F-4&K
“RHEBEEESEAREL
FE=fK o

41. ERMEERAE

AEEEREENBER-F

—tFR

—E-RFE+-A=1t—HERAZER

=z

categorised as follows: BRI HEMT :
2017 2016
—E—tF T —RF
HK$°000 HK$'000
FET FET
Financial assets cREE
Financial assets at fair value through profit & QA (BENEZTIE RVEE
or loss 74,540 58,862
Loan and receivables (including cash and B R EWZHTE (BEE S
bank balances) MARTTHEER) 248,931 234,704
Financial liabilities SRIBE
Financial liabilities measured at amortised I&E KA EZ 2B E
cost 648,239 531,380
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HFMBEHE

For the year ended 31 December 2017 B2 —+tF+_A=+—HILFE

Results

ES

Revenue

Loss before income tax

Income tax credits

Loss for the year

Profit attributable to
Non-controlling interests

Loss attributable to owners of

the Company

Assets and liabilities

BEERAE

Total assets
Total liabilities

Non-controlling interests

Attributable to owners of
the Company

BR TS B¢ A1 &5 18

BIES %)

rEEER

TR AR 5 P A5t 7

E/NCIE7 2SN
FE(h &8

BERE

afERE

FEHER s

RRARB AEIE

2017 2016 2015 2014 2013
B+t TR F ZT—RHF ZT—OF —FT—=
HK$’000  HK$'000  HK$'000  HK$'000  HK$'000
FET FET FET FET FET
13,039 1,117 7,399 37,261 36,687
(241,627) (165,489) (1,283,919)  (40,240)  (48,533)
6,774 2,801 2,483 3,586 4,314
(234,853) (162,688) (1,281,436)  (36,654)  (44,219)
(657) - - - -
(235,510) (162,688) (1,281,436)  (36,654)  (44,219)
2017 2016 2015 2014 2013
=B+t T RF _Th¥F _T-0OF —_T-=F
HK$’000  HK$'000  HK$'000  HK$'000  HK$'000
FH#T FHEIT FHEIT FHEIT FAEIT
2,349,479 2,337,043 2,656,320 4,199,837 4,233,272
(648,239) (531,380) (559,467) (654,718) (725,328)
(11,780) = (753) (753) (753)
1,689,460 1,805,663 2,096,100 3,544,366 3,507,191
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