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CHAIRMAN'S STATEMENT
EFERE

Dear shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of
Energy International Investments Holdings Limited (the “Company”), |
am pleased to present to you the annual report of the Company and
the audited consolidated financial statements of the Company and its
subsidiaries (collectively referred to as the “Group”) for the year ended
31 December 2017.

BUSINESS REVIEW

The year of 2017 is our Group’s key milestone. The construction of the
port and storage facilities (the “Port and Storage Facilities”) located
at Dongying Port Economic Development Zone, Shandong Province,
the People’s Republic of China (the “PRC") was completed in late
September 2017. The Port and Storage Facilities contain six berths
for chemical tankers and oil and liquid chemical tanks with capacity
of approximately 400,000 cubic metres. It has adopted high quality
management system and practice to ensure operational efficiency,
especially the environmental and personnel safety.

As a result of the commencement of generating rental income from
the Port and Storage Facilities and the slight increase in average crude
oil price, for the financial year ended 31 December 2017, the Group
recorded a revenue from continuing operations of approximately
HK$30.3 million (2016: HK$18.8 million), representing a significant
increase by approximately HK$11.5 million as compared to last year.
Together with the cost saving measures, the Group turned the gross
loss position in year 2016 into gross profit in year 2017.

The loss attributable to owners of the Company amounted to
approximately HK$187.1 million, which was improved from last year
of approximately HK$190.0 million, and resulting in the decrease
in the basic loss per share from HK5.0 cents in year 2016 to HK4.8
cents this year. Despite the improvement in revenue and gross profit
of the Group, an impairment loss of approximately HK$176.2 million
(2016: HK$178.0 million) was recognised in relation to the Group's oil
production business.
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CHAIRMAN'S STATEMENT
EEHRE

PROSPECTS

The international oil market environment is filled with uncertainty.
With the completion of the construction of the Port and Storage
Facilities, the Directors believe that the Group is able to diversify the
business risk and the income structure in order to improve and stabilise
the Group's cash flows as well as the revenue in the future.

The Board is of the view that the Group can benefit from exploring
diversification of its operations into the financial sector which includes
but not limited to the insurance brokerage business. Having entered
into the memorandum of understanding on 6 February 2018 (as
detailed in the Company’s announcement dated 6 February 2018),
the Directors believe that the proposed entry into such sector can
create independent business segment that can bring values to our
shareholders through better deployment of available resources.

We are confident with the future development of the financial service
business in both Hong Kong and the PRC. Looking forward, the
management will seek various potential investment opportunities
in the financial sector to drive the Group’s sustainable growth and
strengthen the financial position.

APPRECIATION

Finally, on behalf of the Board, | would like to convey my sincere
appreciation to our shareholders, business partners, colleagues and my
fellow Directors who have continuously supported the Group.

Lan Yongqiang
Chairman

Hong Kong, 29 March 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

{sqigjg;__l'nﬂﬂ& *ﬁ'

OPERATING RESULTS

The Group is principally engaged in the oil production, the leasing of
oil and liquefied chemical terminal and the supply of electricity and
heat (which was disposed on 17 March 2017).

(i) Revenue

For the year ended 31 December 2017, the Group's record
revenue from continuing operations was approximately HK$30
million (2016: HK$19 million), representing an increase
of approximately HK$11 million or approximately 58% as
compared to the last year. The Group's revenue is contributed
from the sales of crude oil of the oil production business and
rental income of the oil and liquefied chemical terminal.

(ii) Gross profit/loss

As compared to gross loss made in the 2016 of approximately
HK$6 million, the Group turned to gross profit position
during the year, representing a significant improvement of
approximately HK$15 million. The turnaround from gross loss
to gross profit is mainly attributable to the increase in average
oil price, the result from certain cost saving measures and the
commencement of leasing of the Group's oil and liquefied
chemical terminal since late September 2017.

The Board believes that (1) under the stability with slight
increment in the crude oil price, together with the continuation
of the cost saving measures; and (2) the commencement
of generating rental income from the leasing of Group's oil
and liquefied chemical terminal, the Group is able to further
improve the gross profit position.

(iii) Loss attributable to the owners of the
Company

The loss attributable to the owners of the Company for the
year ended 31 December 2017 was approximately HK$187
million (2016: HK$190 million). The loss of the Group has
decreased by approximately HK$3 million or approximately 2%
as compared to last year. The loss was mainly resulted from
(1) the impairment losses on property, plant and equipment
("PPE") and intangible assets relating to the cash-generating
unit to which the PPE and intangible assets of the Group's
oil production business belong (the “Oil Production CGU")
amounted to approximately HK$5 million and HK$171 million
respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

BUSINESS REVIEW
Oil business

In early 2017, the international crude oil price maintained at a similar
level as that in late 2016, which is almost a double as compared to
early 2016. However, after February 2017, the oil price fluctuated on
a downstream trend for almost half year. After that, the oil price had
been rising significantly. As a result, the increase in average oil price
during the year is obvious as compared to 2016. On the other hand,
the demand in the petroleum market was still weak. During the year,
the Group have extracted approximately 8,392 metric tonnes (2016:
10,098 metric tonnes) of oil.

The results from operations and costs incurred in oil business are
detailed as below. In 2017, the Group achieved a turnover of
approximately HK$20 million (2016: HK$19 million), representing
an increase of approximately 5% as compared with last year. The
reportable segment loss of oil production before write-off of PPE and
impairment losses on intangible assets and PPE for 2017 amounted
to approximately HK$22 million (2016: HK$30 million). The decrease
in such loss was primarily due to the increase in the selling price and
the cost saving measures, which was partially offset by the drop in the
sales volume of crude oil.
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Results from operations REEE
2017 2016
HK$000 HK$'000
—E—tF —TE—RF
TER FH&T
Net sales to customers BPHEFRE 20,192 18,762
Other income Hab g A 42 12
Operating expenses LER X (36,813) (43,052)
Depreciation e (5,097) (5,544)
Write-off of property, plant and equipment W BB K& (13,051) =

Impairment loss on property, M- BEREZEZREEE

plant and equipment (5,469) (11,024)
Impairment loss on intangible assets B|EEEZRERBISE (170,710) (166,938)
Results from operations before income tax BRETISTRATAS & 245 (210,906) (207,784)
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MANAGEMENT DISCUSSION AND ANALYSIS
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Songliao Contract impairment

As at 31 December 2017, the Company reviewed the carrying
amounts of its assets related to the petroleum contract entered into
between China Era Energy Power Investment Limited, a wholly-owned
subsidiary of the Company, and China National Petroleum Corporation
on 13 August 2007 (the “Songliao Contract”), and determined that
impairment would be necessary. The impairment losses were mainly
due to the significant adjustments in the drilling and extraction
schedules. The planned drilling and extraction schedules were adjusted
mainly due to the following factors:

o More time spent on the research on the detail structure of
underground oil reserve;

o Further determination of the type of wells to be drilled;
o Insufficient funding to expand the production;
o Environmental concern near the site area by the local authority,

of which the Company was recently informed that, for the
comprehensive implementation of the integrated ecology
improvement work in Chagan Lake Nature Reserve Area, the
Administration of Jilin Chagan Lake National Nature Reserve
has made the decision (the “Decision”) to extend the area of
the Chagan Lake National Nature Reserve Area, which includes
an area of approximately 24.7 square kilometers (the “Affected
Area”) out of the contract area of the Songliao Contract of
approximately 77.2 square kilometers; and

o More future capital investment to fullfil environmental
protection requirements.

Accordingly, the Company determined that the carrying amounts
of the assets related to the Songliao Contract would likely not be
recoverable based on the revised timing of future cash flows projected
from the Songliao Contract.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

In assessing the recoverable amount of the Oil Production CGU at 31
December 2017, the Company calculated the value-in-use derived by
the discounted cash flow analysis to reflect deferral of development of
the property by the revised price and cost considerations. The projected
cash flows are based on the following key assumptions:

o Total estimated operating and construction costs of wells of the
PRC oil field for the remaining terms of the Songliao Contract;

o The crude oil price projection basis by reference to market price
of New York Mercantile Exchange WTI (“NYMEX WTI") at the
end of 2017; and

. The discount rate by reference to market comparable.

The review on the carrying amounts of the Oil Production CGU resulted
in total impairment losses of approximately HK$176,179,000 (2016:
HK$177,962,000). The impairment losses have been recorded within
operating expenses on the face of the consolidated income statement
and relates to the Company’s segment information in oil production
segment.

For the purpose of calculating the recoverable amount of the Oil
Production CGU, the following major variables and assumptions were
adopted:

(i) The estimated operating costs of the PRC oil field for the
remaining terms of the Songliao Contract would increase and a
growth rate of 3% (2016: 3%) was being adopted,;

(i) According to the terms of the Songliao Contract, when
determining the oil price, reference should be made to the
transaction prices in the world’s major oil markets. Same as last
year, the Company has adopted crude oil prices with reference
to the rate of change of the NYMEX WTI forecast on crude oil
prices.

(iii) The exchange rates used for conversion between (a) Hong Kong
dollars (“HK$"”) and Renminbi (“RMB") is RMB1.00 = HK$1.20
(2016: RMB1.00 = HK$1.10); and (b) United States dollars
("US$"”) and RMB is US$1.00 = RMB6.51 (2016: US$1.00 =
RMB6.95).
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN WD

(iv) As compared with last year’s calculation, the management (iv) B
has adopted an adjusted drilling and extraction schedules as IR
detailed below:

REEZHE GRERBEHEY
REIREEE BT

Drilling and extraction schedules

BRK B RE R

Variables used in
current year projection

Variables used in
previous year projection

rEERANMAZEE BEFERUMAZEE

Million Million
Years New wells metric tonnes New wells metric tonnes
FE HomHt BEQM HomHt BHEAMW
2017 —E 5 - 0.009 - 0.010

(actual) (EFR) (actual) (EFR)
2018 —E-N\F 18 0.015 - 0.157
2019 to 2031 —E-NEE 96 0.799 791 3.277
—T=—%F

Total A&t 114 0.823* 791 3.444
g For the current year projection, as compared with previous & BRAFETEAMES BEBTFEEA

year projection and having considered the production capacity,
approximately 2,621,000 metric tonnes of oil production are
assumed to be deferred after the Songliao Contract period, i.e.,
year 2031.

The adjustments are mainly due to the following factors: R

- Additional time spent on the research on the detail -
structure of the underground oil reserves;

- Additional time required to determine the type of wells -
to be drilled;

- Insufficient funding to expand the production in the -
short run;

- Tighten environmental concern near the site area by the -
local authority;

- The Decision made by the Administrative of Jilin Chagan =
Lake Nature Reserve to the Affected Area; and

- The estimation on the future capital investments =

to be spent in fulfilling environmental protection
requirements.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENRRD T

v)

(vi)

The funding requirements for capital expenditure, including
well development and well maintenance, on the planned
drilling were detailed below:

(v)  FFEERZEARFX (¥R MR
HHEB)NESHFRFBET:

Capital expenditure

EARRMX
Variables used in  Variables used in
current year previous year
projection projection
REEFER BEFETFER
FTAZEE FFRAzE2E
Years HK$' million HK$' million
FE ER- Y5 BEET
2017 —T—+F - -

(actual) (B )

2018 —ET—-N\F 51 377
2019 to 2031 —E-NEFEEZT=—F 272 1,816
Total A&t 323 2,193

The management planned to obtain necessary funding for
the capital expenditure from both internal and external
sources. In current year, since the net cash used in operating
activities of the Group amounted to approximately HK$7
million, the management is of the view that it was not
beneficial to the Group to spend significant amount on capital
expenditure under the current and forecast oil price. Therefore
the management has reduced the capital expenditure for
subsequent years.

The management assumed that the discount rate will be close
to market comparable and a pre-tax discount rate used to
determine value-in-use is 17.7% (2016: 17.8%).

The review on the carrying amounts of the Oil Production CGU resulted
in total impairment losses of approximately HK$176,179,000 (2016:
HK$177,962,000), which is mainly due to the delays in the drilling
and extraction schedules and increase in estimated future capital

investments on environmental measures.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Information of oil reserves

Changes in estimated quantities of proved crude oil reserves for the
year ended 31 December 2016 and 2017 are indicated as follows:

AHIFEEH

B 2—REAZ—+F+_A=+—H8It
FE FRROFREZGF8REZEHIHNT

Crude oil

g

(million metric tonnes)
(BB ANE)

Reserves as at 1 January 2016 RZE—RE—A—AZHE 3.658
Changes resulted from: Production ANTEEMEELESS: £ (0.010)
Reserves as at 31 December 2016 RZE—ARNF+_A=+—HBZ2RHE=E 3.648
Changes resulted from: Production HALNTSEmMESEES: £& (0.009)
Changes resulted from: Loss of reserves ANTSHEMELEES:  F2EK (0.708)
Reserves as at 31 December 2017 RZE—+tF+ZA=+—HBZRE=E 2.931

Note: Based on the Group’s share of participated interests in the oil field

through jointly controlled operations.

Operation of liquid chemical terminal, storage
and logistics facilities business

By end of 2015, the Group has injected RMB115 million (equivalent
to approximately HK$136 million) to Shandong Shundong Port
Services Company Limited (“Shundong Port”) to obtain 51% equity
interest in Shundong Port. Shundong Port owns two sea area use
rights covering an aggregate area available for land-forming and
reclamation construction of approximately 31.59 hectares in Dongying
Port, Shandong Province, the PRC and permitting the construction
of reclamation and land-forming for use in sea transportation and
port facilities for a 50-years’ period running from 13 November
2014 to 12 November 2064 and 23 February 2016 to 22 February
2066 respectively. During 2017, Shundong Port has completed the
construction and commenced leasing of its Port and Storage Facilities
which generated rental income of approximately HK$10 million.

Electricity and heat business

On 17 March 2017, the Group discontinued the electricity and heat
business upon the completion of disposal of Sunlight Rise Limited. No
revenue was generated from this discontinued operation as compared
to approximately HK$22 million in the last year.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

AUDITOR’S MODIFIED OPINION

The Company’s auditor does not express an opinion on the
consolidated financial statements of the Group for the year ended
31 December 2017. The auditor is of the view that because of the
significance of the matter described in the “Basis for Disclaimer of
Opinion” section of the Independent Auditor’'s Report as set out in
pages 48 to 49 of this annual report, the auditor has not been able
to obtain sufficient appropriate audit evidence to provide a basis for
an audit opinion on these consolidated financial statements. In all
other respects, in opinion of the Company's auditor the consolidated
financial statements have been properly prepared in compliance with

the disclosure requirements of the Hong Kong Companies Ordinance.

During the year ended 31 December 2017, the Group incurred a loss
of HK$201,430,000 (2016: HK$200,964,000) and net current liabilities
of HK$1,075,777,000 (2016: HK$353,127,000) as at 31 December
2017. The total outstanding construction costs of HK$484,044,000
(2016: HK$420,716,000), that are required to repay within one year
after the reporting date, in which amounts of HK$403,946,000 (2016:
HK$319,177,000) and HK$80,098,000 (2016: HK$101,539,000) are
recognised under other payables and other borrowings respectively,
were included in current liabilities and the capital commitment for
construction costs was HK$3,078,000 (2016: HK$154,466,000) as at
31 December 2017. In addition, other borrowings included in current
liabilities of HK$30,054,000 (2016: bank and other borrowings of
HK$49,370,000 and HK$28,169,000 respectively) was overdue for
repayments as at 31 December 2017. These conditions, in the current
year, indicate the existence of a material uncertainty that may cast
significant doubt about the Group’s ability to continue as a going
concern.

Notwithstanding the foregoing, the Directors have prepared the
consolidated financial statements on a going concern basis, the
appropriateness of which depends upon the outcome of the underlying
assumptions as detailed in note 3(a)(ii) to the consolidated financial
statements. One of the assumptions is the Group will settle the
outstanding construction costs of HK$198,408,000 in the coming
twelve months after the year ended 31 December 2017. For the
remaining balances of total construction costs, based on the good
relationship with the contractors, the contractors will extend the
repayment dates over twelve months after the year ended 31
December 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN WD

In respect of the Group's settlement of the outstanding construction
costs, up to the date of approval of these consolidated financial
statements, the Group has not obtained any written confirmations
on the delayed payment dates from the contractors. There were no
alternative audit procedures that the auditor can perform to obtain
relevant audit evidence to assess the likelihood that these contractors
would extend the repayment dates over twelve months after the year
ended 31 December 2017.

Accordingly, the auditor was unable to satisfy themselves that whether
it is appropriate to prepare the consolidated financial statements for
the year ended 31 December 2017 on a 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 estimated realisable amounts, 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 uncertainty of going concern has first arisen as the basis of
disclaimer in the consolidated financial statements of the Group for
the year ended 31 December 2015. Since 2015, the Company has
taken the following measures to alleviate its net current liabilities
position: (a) disposed of the electricity and heat business which has
poor performance, especially after the issuing of the notice by the
People’s Government of Lingshi County dated 23 April 2015 ordering
the shut down of the operations of the power generating units; (b)
focusing on lowering the costs and enhancing efficiency during the
operation of the oil production business; (c) delaying the drill schedule
of oil production wells and capital expenditure at the low oil price
environment; (d) conducting share and convertible bond placements
to raise aggregate net cash proceeds of approximately HK$347 million
during 2015; (e) completion of placing of new shares to raise net cash
proceeds of approximately HK$85 million in early 2018; (f) acquiring
51% effective interest in Shundong Port and entering into a lease
agreement to lease the Port and Storage Facilities, which is expected
to provide an opportunity for the Company to generate a stable rental
income, to expedite the Group's recovery of investment costs and to
deliver reasonable return on capital to the Group from the operation
of liquid chemical terminal, storage and logistics facilities business;
(g) negotiating with certain contractors to extend the repayment
dates over twelve months after 31 December 2017; and (h) obtaining
banking facilities and certain medium term loans to finance the
settlement of construction costs of the Port and Storage Facilities.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The directors and management of the Company will continue to
explore alternative funding sources by continuing to approach
banks and financial institutions to raise additional capital by way of
debt or equity fund-raising. The Company will inform shareholders
of the Company (the “Shareholders”) and the public by way of
announcement when we make any progress on any of these fund-
raising efforts. Based on the presentation of factual findings by the
Company's directors and management, the audit committee of the
Company is satisfied with the management’s judgment on this matter.

FINANCIAL REVIEW
Liquidity, financial resources and capital structure

As at 31 December 2017, the Group had total assets of approximately
HK$1,993 million (2016: HK$1,846 million), total liabilities of
approximately HK$1,622 million (2016: HK$1,381 million), indicating
a gearing ratio of 0.81 (2016: 0.75) on the basis of total liabilities
over total assets. The current ratio of the Group for the year was 0.12
(2016: 0.51) on basis of current assets over current liabilities.

As at 31 December 2017, the Group had bank and other borrowings
of approximately HK$294,584,000 and HK$159,992,000 respectively
(2016: HK$214,627,000 and HK$171,418,000 respectively). The
aggregate bank deposits and cash in hand of the Group were
approximately HK$57,059,000 (2016: HK$238,814,000).

As at 31 December 2017, the convertible bonds outstanding principal
amount of (i) HK$628,160,000, had been due on 31 December 2015
not carrying any interest with right to convert the convertible bonds
into ordinary shares of the Company. The adjusted conversion price
is HK$0.8 per share (subject to adjustments) and a maximum number
of 785,200,000 shares may be allotted and issued upon exercise of
the conversion rights attached to the convertible bonds in full; and (ii)
HK$190,000,000 due on 15 September 2018 carrying interest of 5%
per annum with right to convert the convertible bonds into ordinary
shares of the Company. The conversion price is HK$0.158 per share
(subject to adjustments) and a maximum number of 1,202,531,645
shares may be allotted and issued upon exercise of the conversion
rights attached to the convertible bonds in full. During the year, no
convertible bond was converted to ordinary shares of the Company.
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In July 2015, the Group commenced legal actions against the
holder(s) of the convertible bonds which were due on 31 December
2015. Details of the litigation can be referred to the Company's
announcements dated 4 July 2015, 14 August 2015, 24 November
2015 and 4 January 2018 respectively. On 4 January 2018, the
Company reached settlement with the defendants of the litigation
pursuant to which the Company is applying to the Grand Court of the
Caymen Islands for discontinuance of the litigation.

Contingent liabilities

As at 31 December 2017, the Group did not have any significant
contingent liabilities.

Capital and other commitments

The Group had capital and other commitments contracted but not
provided for of approximately HK$3,078,000 (2016: HK$155,167,000)
and HK$46,919,000 (2016: HK$48,164,000) respectively as at 31
December 2017.

Charges on assets

As at 31 December 2017, entire investment properties of
HK$1,500,000,000 (2016: Nil) and certain bank deposits of
approximately HK$51,360,000 (2016: HK$42,921,000) were
pledged for the Group's bills payables, bank borrowings and finance
lease liabilities. As at 31 December 2016, PPE of approximately
HK$169,921,000 and sea area use rights of approximately
HK$106,367,000 were pledged for the Group’s bills payables and
finance lease liabilities.

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$ and RMB
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 minimise currency risks. The Group, after reviewing its exposure for
the time being, did not enter into any derivative contracts aimed at
minimising 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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MANAGEMENT DISCUSSION AND ANALYSIS
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Employee information

As at 31 December 2017, the Group employed 149 full-time
employees (2016: 421). The Group’s emolument policies are
formulated on the performance of individual employees and are
reviewed annually in line with industry practice. The Group also
provides provident fund schemes (as the case may be) to its employees
depending on the location of such employees.

Dividend

The Directors do not recommend the payment of any dividend for the
year ended 31 December 2017 (2016: Nil).

FUTURE PLAN AND PROSPECTS
Oil business

In 2018, the recovery of the global economy will remain highly
uncertain. After the rapid growth in the last quarter of 2017, the
crude oil price is likely to be stablised at the current levels. The
Group will continue to improve extraction techniques in order to
increase the overall efficiency. The Group will continue to place great
emphasis on its scientific and geological researches, increase efforts
to make breakthroughs on key techniques, strengthen the meticulous
exploration of mature oil field and actively push forward venture
exploration in oil field.

Taking into accounts the production capacity of existing wells and
facilities and the demand in oil market, it is estimated that the annual
oil production of the oil field of the Lower Cretaceous System Quantou
Formation Third Member Yangdachengzi Layer which is situated at
Liangjing Block of the Songliao Basin at Jilin Province of the PRC in
2018 would be approximately 15,000 metric tonnes (equivalent to
109,500 barrels of oil).
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Operation of liquid chemical terminal, storage
and logistics facilities business

Since the completion of the acquisition of 51% effective interest in
Shundong Port by the Group in December 2015, the Group had been
proactively promoting the continual construction of the Port and
Storage Facilities. The original design of the Port and Storage Facilities
anticipated four berths for chemical tankers of 10,000 tonnage and
two berths for chemical tankers of 5,000 tonnage. The construction
was completed during the year and the terminal had commenced
operation partially in late September 2017.

On 24 October 2016, Shundong Port entered into a lease agreement
(the "Lease Agreement”) to lease the Port and Storage Facilities to
Dongying Haike Ruilin Chemical Co., Ltd. (the “Lessee”) for the annual
sum of RMB125 million. The rent payable by the Lessee to Shundong
Port for the Port and Storage Facilities under the Lease Agreement
before value-added tax is RMB125 million (approximately HK$145
million) per annum, which shall be payable in twelve equal instalments
on monthly basis in advance. Details of the Lease Agreement can be
referred to the circular of the Company dated 17 February 2017.

The commencement of the rental term under the Lease Agreement,
which was originally scheduled to start from 1 April 2017, was
postponed in order to satisfy the terms and conditions of the Lease
Agreement. At the date of this report, the Company expects to achieve
full commercial operation of Shundong Port in the first half of 2018,
subject to the obtaining of the outstanding permits and licenses by
then.

The Lease Agreement provides an opportunity for the Company to
generate a stable rental income from the Port and Storage Facilities,
which is expected to expedite the Group’s recovery of investment
costs and to deliver reasonable return on capital to the Group on this
project. In addition, the Lease Agreement is expected to improve the
Group's asset and liabilities position in the long run, and to enhance
the fund-raising capabilities of Shundong Port in the short run. It is
currently expected that any cash derived from the rental income of the
Lease Agreement will be retained by Shundong Port for its settlement
of indebtedness, ongoing expansion and development plans.
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Exploration and mining business

As disclosed in the Company’s 2015 annual report, the Board found
out that in 2010, the exploration licence held by Qinghai Forest Source
Mining Industry Developing Company Limited (“QHFSMI”) had been
transferred to Inner Mongolia Xiao Hong Shan Yuen Xian Mining
Industry Company Limited (W5 &/ NLLRFREZEER 2 F) (“Yuen
Xian Company”) without the Company’s knowledge, consent or
approval (the “Change of Exploration Right Agreement”).

Since then, the Group had commenced legal proceedings (the “Mining
Litigations™) against Yuen Xian Company with the view to invalidating
the Change of Exploration Right Agreement dated 11 November 2009
(which caused the loss of the exploration license by QHFSMI) and
seeking to regain the control of QHFSMI and the exploration license.
In the past few years, the Group suspended its exploration and mining
business pending the outcome of the Mining Litigations.

As announced by the Company on 11 June 2015, 12 June 2015 and 9
March 2016, the Higher People’s Court of Qinghai Province had made
a final judgment that the change of exploration right agreement was
between QHFSMI and Yuen Xian Company was invalid and the Qinghai
Province People’s Procuratorate had expressed its “no-support” as
to the review of the abovementioned final judgement, respectively.
Following the conclusion of the Mining Litigations, the Company has
appointed the legal advisers in the PRC to enforce the judgement to
uphold the Group’s right. In the event that the Group could regain the
control of QHFSMI, the Group will be in the position to have access to
the relevant exploration and mining license and thereafter the Group
will perform due diligence review on the mining site. The Group is
conducting regular re-assessment on the progress made by its legal
advisers and the prospect of the Group’s mining segment from time to
time.
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BIOGRAPHICAL DETAILS OF DIRECTORS

EEBEFR

EXECUTIVE DIRECTORS

Mr. Lan Yonggiang, aged 50, was appointed as an independent non-
executive Director in July 2014 and was re-designated as an executive
Director in December 2014. Mr. Lan was appointed as the Chairman
of the Board in March 2018. He holds a Bachelor of Laws Degree from
Lanzhou University. Mr. Lan has extensive experience in investment,
mergers and acquisitions as well as in the business of public listing
laws. Mr. Lan is currently the chairman of Guangdong Golden
Dragon Development Inc. (stock code: 000712), which is listed on
the Shenzhen Stock Exchange. Mr. Lan is also a director of Shenzhen
Kangmei Biotechnology Co., Ltd. (stock code: 83554 1) which is quoted
on the National Equities Exchange and Quotations System (the New
Third Board); a director of Jinhui Liquor Co., Ltd. (stock code: 603919)
which is listed on the Shanghai Stock Exchange; and an independent
director of Topscore Fashion Shoes Co., Ltd. (stock code: 603608)
which is listed on the Shanghai Stock Exchange. Mr. Lan was an
independent non-executive director of Guangdong Macro Co., Ltd.
(stock code: 00533) which is listed on the Shenzhen Stock Exchange
from August 2010 to October 2015.

Ms. Wang Meiyan, aged 55, was appointed as executive Director in
January 2011. She graduated from a vocational education institute.
She was a senior officer of the Office of Dongying Municipal
Committee, Shandong Province, Geology Research Institute of Shengli
QOilfield, Huaren Group of Shenyang Military Area Command, Chinese
Enterprises Daguan Magazine, the Association of Chinese Enterprises
Television Stations, American Pan Asia Investment Group Corporation
and Kashgar project of Tarim Oilfield in Xinjiang. Ms. Wang has
extensive experience in corporate management and leadership.
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BIOGRAPHICAL DETAILS OF DIRECTORS

EEBEFE

Mr. Chan Wai Cheung Admiral, aged 44, was appointed as
an independent non-executive Director in March 2012 and was
redesignated as an executive Director in November 2013. He was also
appointed as the company secretary of the Company in November
2016. He holds a Bachelor of Arts (Honours) in Accountancy from City
University of Hong Kong. Mr. Chan is a member of the Hong Kong
Institute of Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants. He has extensive
experience in the accounting and auditing fields. Mr. Chan is a non-
executive director of China Nonferrous Metals Company Limited
(stock code: 8306), which is listed on the Growth Enterprise Market
("GEM") of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Mr. Chan is also an independent non-executive director
of each of Carnival Group International Holdings Limited (stock code:
996), SFund International Holdings Limited (formerly known as Hanbo
Enterprises Holdings Limited) (stock code: 1367) and Zhong Ao Home
Group Limited, all of which are listed on the Main Board of the Stock
Exchange (“Main Board”). He was an independent non-executive
director of Jia Meng Holdings Limited (stock code: 8101), which is
listed on the GEM, from September 2013 to May 2016.

Ms. Jin Yuping, aged 46, graduated from the undergraduate
program in Petroleum Engineering from China University of Petroleum
(Huadong) and holds a Master's Degree in Oil and Gas Engineering
from China University of Petroleum (Huadong). Ms. Jin has served as
head of oil production team and deputy director of oil production in
Gudong Oil Production Centre of Sinopec Shengli Oilfield during the
period from 2006 to 2012. Currently, Ms. Jin is a Vice President of
Beijing Huaxia Taiyue Energy Investment Company Limited. Ms. Jin has
accumulated over 20 years of working experience in oil production.

Mr. Cao Sheng, aged 44, was appointed as executive Director in
March 2018. He graduated from Shandong Academy of Governance
in 1999 majoring in Economics and Management. Mr. Cao has many
years of management experience in China in the industries of vessel
and offshore platform engineering and business consultancy.
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BIOGRAPHICAL DETAILS OF DIRECTORS

EEBEFR

Mr. Yu Zhiyong, aged 48, was appointed as executive Director in
March 2018. He graduated from Shenyang Gold Institute (now part
of the Northeastern University, China) in 1994 majoring in Mining
and Engineering Surveying. Mr. Yu has many years of management
experience in China in the industries of logistics, system engineering
and business consultancy. Mr. Yu has been the president of Hong Kong
Dongying Chamber of Commerce since February 2017.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Lee Hoi Yan, aged 34, was appointed as independent non-
executive Director in November 2013. He holds a Bachelor of
Commerce from The University of Auckland, New Zealand. Mr. Lee is
a member of the Hong Kong Institute of Certified Public Accountants.
In the past, Mr. Lee has worked in one of the top-tier international
accounting firms. He is currently working in an investment bank.
He has extensive experience in the field of accounting, auditing and
corporate finance and specialised expertise in mergers and acquisitions
and the capital market.

Mr. Wang Jinghua, aged 36, was appointed as independent non-
executive Director in July 2011. He graduated from University of Exeter,
United Kingdom. He holds two Bachelor of Arts degrees with major in
Internet Computing and Economics & Finance and a Master of Science
degree with International Management. From 2009, Mr. Wang acted
as a General Manager Assistant in China Western Holdings Co., Ltd.
He has most experience in the investment program and contract in the
urban construction project.
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BIOGRAPHICAL DETAILS OF DIRECTORS

EEBEFE

Mr. Fung Nam Shan, aged 41, was appointed as an independent
non-executive Director in May 2015. He holds a bachelor’s degree
in accounting awarded by the University of Newecastle, Australia.
Mr. Fung is a member of the Hong Kong Institute of Certified Public
Accountants and a CPA member of the Australian Institute of Certified
Public Accountants. Mr. Fung is currently the company secretary and
authorised representative of each of Seamless Green China (Holdings)
Limited (listed on GEM, stock code: 8150) and Yat Sing Holdings
Limited (listed on Main Board, stock code: 3708) and the company
secretary of each of Camsing International Holding Limited (listed
on Main Board, stock code: 2662) and Thelloy Development Group
Limited (listed on Main Board, stock code: 1546). Mr. Fung was the
joint company secretary of Future Bright Mining Holdings Limited
(listed on Main Board, stock code: 2212) during the period from
November 2015 to October 2016 and the company secretary and
authorised representative of China Ocean Fishing Holdings Limited
(formerly known as Sky Forever Supply Chain Management Group
Limited) (listed on GEM, stock code: 8047) during the period from
May 2015 to May 2017. Mr. Fung served Zhejiang Chang'an Renheng
Technology Co., Ltd. (listed on GEM, stock code: 8139) as the financial
controller and company secretary from April 2013 to March 2014. Mr.
Fung was employed as the financial controller and company secretary
of South China Land Limited (listed on GEM, stock code: 8155) from
February 2010 to April 2013. Mr. Fung served for a reputable property
development group as the financial controller from 2009 to 2010.
He has worked for PricewaterhouseCoopers as an audit manager
for several years which brought him strong experience in auditing,
accounting and taxation in Hong Kong and the PRC. He has been one
of the marketing committee members of The Hong Kong Youth Hostels
and also a member of its charity walk organising committee since
2012.
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CORPORATE GOVERNANCE REPORT
SRERBE

The Company is committed to maintain a high standard of corporate
governance, holding the beliefs of transparency, honesty and
accountability. The Board considers that sound corporate management
and governance practices are essential to the Company’s healthy
growth under all business environments. Therefore, we continuously
review and improve our corporate governance standards to ensure
maximum compliance with the relevant laws and codes.

CORPORATE GOVERNANCE PRACTICES

In the opinion of the Directors, the Company has complied
with all the code provisions set out in the Code on Corporate
Governance Code and Corporate Governance Report
(the "CG Code”) contained in Appendix 14 of the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules"”) for the year ended 31 December 2017 except for:

(i) A.2.1 of the CG Code, the roles of chairman and chief
executive officer (the "CEQ") should be separate and should
not be performed by the same individual. The division of
responsibilities between the chairman and CEO should be
clearly established and set out in writing. Since the position
of the chairman was vacated during 2017 and until 15 March
2018, and the position of the CEO is vacated, the Company is
still looking for a suitable candidate to fill the vacancy of the
CEO;

(ii) A.4.1 of the CG Code, non-executive directors should be
appointed for a specific term, subject to re-election. For the
year under review, all independent non-executive Directors have
not been appointed for a specific term but they are subject
to retirement by rotation at least once every three years in
accordance with the Company’s Articles of Association (the
"Articles”);

(iii) E.1.2 of the CG Code, the chairman of the Board should
attend the annual general meeting (the “AGM"). However, the
chairman was vacated during the year. One of the executive
Directors had attended the AGM and had been available to
answer question at the AGM; and
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CORPORATE GOVERNANCE REPORT

CREREE

(iv) A.6.7 of the CG Code, independent non-executive directors
should attend general meetings and develop a balanced
understanding of the views of shareholders, Mr. Wang Jinghua,
the independent non-executive Director, was unable to attend
the extraordinary general meeting of the Company held on 7
March 2017 and Mr. Wang Jinghua and Mr. Fung Nam Shan,
the independent non-executive Director, were unable to attend
the AGM of the Company held on 15 May 2017 due to their
other prior engagements.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) set out in Appendix
10 of the Listing Rules. The Company has made specific enquiries with
all Director and all of them confirmed that they had complied with the
required standards set out in the Model Code throughout the year.

BOARD OF DIRECTORS

The Board determines and keeps under review the objectives of the
Group. It makes decisions on overall strategies and actions necessary
for achieving these objectives, monitors and controls financial
and operating performance, formulates appropriate policies, and
identifies and ensures best practices of corporate governance. The
Board members are fully committed to their roles and have acted in
good faith to maximise the Shareholders’ value in the long run, and
have aligned the Group’s goals and directions with the prevailing
economic and market conditions. Daily operations and administration
are delegated to the management. It has given clear directions as
to the powers of management, in particular, with respect to the
circumstances where management should report back and obtain prior
approval from the Board before making decisions or entering into any
commitments on behalf of the Company.
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Board Composition

As at the date of this annual report, the Board comprises nine
members, including six executive Directors and three independent non-
executive Directors. The Board members during the year and up to the
date of this annual report were:

Executive Directors

Mr. Lan Yongqiang (Chairman) (appointed as Chairman on
15 March 2018)

Ms. Wang Meiyan

Mr. Chan Wai Cheung Admiral

Ms. Jin Yuping

Mr. Cao Sheng (appointed as executive Director on
15 March 2018)

Mr. Yu Zhiyong (appointed as executive Director on
15 March 2018)

Independent Non-Executive Directors

Mr. Lee Hoi Yan
Mr. Wang Jinghua
Mr. Fung Nam Shan

Biographical details of the Directors as at the date of this annual report
are set out in the "Biographical Details of Directors” section on pages
20 to 23 of this annual report. None of the Directors has any financial,
business, family or other material or relevant relationships among
members of the Board.

The Company has received an annual confirmation of independence
from each of its independent non-executive Directors pursuant to Rule
3.13 of the Listing Rules. Based on the contents of such confirmation,
the Company considers that the three independent non-executive
Directors are independent and that they have met the specific
independence guidelines as set out in Rule 3.13 of the Listing Rules.
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Appointment, Re-election and Rotation of
Directors

All Directors were not appointed for any specific terms and they are
subject to re-election by the Shareholders at the AGM of the Company
and at least once every three years on a rotation basis in accordance
with Article 108 of the Articles. A retiring Director shall be eligible for
re-election at the AGM of the Company and shall continue to act as
a Director throughout the meeting which he retires. Where vacancies
arise at the Board, candidates are proposed and put forward to the
Board by the nomination committee of the Company as more fully
explained below under the section headed “Nomination Committee”.

Directors’ Training

In compliance with the Code Provision A.6.5 of the CG Code, the
Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge, skills and
understanding of the Group and its business or to update their skills
and knowledge on the latest development or changes in the relevant
regulations, the Listing Rules and corporate governance practices.
The Company will also update the Directors of any material changes
in the rules and regulations from time to time. According to the
confirmations provided by the Directors, all Directors have participated
in the continuous professional developments during the year.

Board Diversity Policy

On 29 August 2013, the Company adopted the Board diversity policy
(the "Board Diversity Policy”) in accordance with the requirement set
out in the CG Code. The Company recognises 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.

The nomination committee will review the Board Diversity Policy, as
appropriate, to ensure its continued effectiveness from time to time.
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Board Meetings

During the year ended 31 December 2017, 3 Board meetings, one
AGM and one extraordinary general meeting (the “"EGM") were held
and details of attendance are set out as follows:

ExEEl

BE-T—t&+-A=t+—AILEE AAT
BEZREERRE —RREBEEARR R
BEEIAE ((REBHAR]) SEEZ W
R :

Number of meetings
attended/eligible to attend
HE SERHEERERE

Board meetings AGM/EGM
BRAFAE
EZgel RRFHAE
Executive Directors HITES
Mr. Lan Yonggqiang (Chairman) EokEEE (FE)
(Appointed as Chairman on 15 March 2018) (R=ZF—-NEFE=A+HH
ELZERTEE) 3/3 02
Ms. Wang Meiyan TR+ 2/3 0/2
Mr. Chan Wai Cheung Admiral BRIZE L £ 3/3 2/2
Ms. Jin Yuping eEFLT 2/3 0/2
Mr. Cao Sheng EREE(RZF-NF
(Appointed on 15 March 2018) ZH+AEAEZT) 0/0 0/0
Mr. Yu Zhiyong FEBRAE (R=ZF-NF
(Appointed on 15 March 2018) ZA+AHEZE) 0/0 0/0
Independent Non-Executive Directors BYEHTES
Mr. Lee Hoi Yan FY R EE 3/3 2/2
Mr. Wang Jinghua FBELE 2/3 0/2
Mr. Fung Nam Shan IR E 3/3 12

Every Board member has full and timely access to Board papers
and related materials and has unrestricted access to the advice and
services of the company secretary, and has the liberty to seek external
professional advice if so required.

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

The remuneration committee, established in compliance with the CG
Code, currently comprises three independent non-executive Directors
and one executive Director, is responsible for reviewing and evaluating
the remuneration packages of the Directors and senior management of
the Company and making recommendations to the Board from time to
time.

The remuneration committee has adopted written terms of reference
prepared by reference to the suggested terms of reference stated
under the Code Provision B.1.2 of the CG Code. The terms of
reference of the remuneration committee have been uploaded to the
Company's website.

During the year ended 31 December 2017, the remuneration
committee held one meeting to review the remuneration package of
the Board members and the senior management. Composition of the
remuneration committee and details of the members’ attendance to
the committee are as follows:
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Number of meetings
attended/eligible

to attend

HE EERE
HEEBRE

Mr. Lee Hoi Yan B EE
Mr. Wang Jinghua FHELYE
Mr. Fung Nam Shan HE Lk E
Mr. Chan Wai Cheung Admiral PREELE

NOMINATION COMMITTEE

The nomination committee, established in compliance with the CG
Code, currently comprises three independent non-executive Directors
and one executive Director, is responsible for making recommendations
to the Board on the appointment of Directors and management of the
Board succession.

The nomination committee has adopted written terms of reference
prepared by reference to the suggested terms of reference stated
under the Code Provision A.5.2 of the CG Code. The terms of
reference of the nomination committee have been uploaded to the
Company's website.
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During the year 2017, one meeting of the nomination committee was
held. Details of the members’ attendance to the committee are as
follows:

Rt REZBEGETE-RFH-K
BHFEZRES2HBOT:

Number of meetings
attended/eligible

to attend
HEEERE
HEEB R

Mr. Lee Hoi Yan =0 N e
Mr. Wang Jinghua TWHELRLE
Mr. Fung Nam Shan 5L 5 A
Mr. Chan Wai Cheung Admiral PRIZEE ST A

AUDIT COMMITTEE

The audit committee of the Company was established with written
terms of reference in compliance with Rule 3.21 of the Listing Rules
and the suggested terms of reference stated under the Code Provision
C.3 of the CG Code. The audit committee currently comprises three
independent non-executive Directors and is chaired by Mr. Lee Hoi
Yan. The audit committee is responsible for review of the Group’'s
accounting principles, practices internal control procedures and
financial reporting matters including the review of the interim and final
results of the Group prior to recommending to the Board for approval.

The terms of reference of the audit committee have been uploaded to
the Company’s website.

Two meetings of the audit committee were held during the year to
review and approve the financial statements of the Company for the
year ended 31 December 2016 and for the six months period ended 30
June 2017, to review the effectiveness of the Group's internal control
systems and to discuss matters in relation to continuing connected
transactions. The attendances at these meetings are as follows:
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Number of meetings
attended/eligible

to attend

HEEEE

HEEB R

Mr. Lee Hoi Yan =3 N 2/2
Mr. Wang Jinghua THRELELE 2/2
Mr. Fung Nam Shan 5L g A 2/2
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AUDITOR’S REMUNERATION

The audit committee reviews and monitors the independent auditor’s
independence and objectivity and effectiveness of the audit process.
It holds meetings with representatives of the independent auditor to
consider the scope of its audit, approve its fees, and the scope and
appropriateness of non-audit services, if any, to be provided by it. The
audit committee also makes recommendations to the Board on the
appointment and retention of the independent auditor.

During the year, BDO Limited ("BDQO") was appointed as the auditor of
the Company and to hold office until the conclusion of the next AGM
of the Company.

The following table sets forth the type of, and estimated fees for, the
principal audit services and non-audit services provided by BDO to the
Group for the year ended 31 December 2017:

BEET =

ERZEeRN REBE B 2Bt NE
BREzFEME R - EREE S RB IR
feRRBITER ZEBREE HEREBR
AREBREZIFEZRYE (WE) cBERRS
BE -BREESNRRERERE I ZEENM
EEgiRmERES-

FR BRUGRREHAMEFZAERAR ([F
BUGER|)EZER/ARR ZZHEM LB E
EARA T —EERRBFRETHERL-

TR#ENEBEE-_Z—FT_A=+—RHILFE

HEBYERRERTARE 2 X EXHRH L
BRI 2 ER NG WE:

Fees paid/payable

HK$'000

BN ENER

Services rendered Fir i 2 R 3% FET
Audit services %8R 1,080
Non-audit services EZE R o
Total HE 1,080
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges that it is responsible for the risk management
and internal control systems and reviewing their effectiveness. Such
systems are designed to manage rather than eliminate the risk of
failure to achieve business objectives, and can only provide reasonable
and not absolute assurance against material misstatement or loss.

The Board has delegated its responsibilities of (i) reviewing risk
management and internal control to the audit committee; and (ii)
designing, implementing and monitoring of the risk management and
internal control systems to the management. The Group's internal
audit staff is responsible for analysing and appraising the adequacy
and effectiveness of risk management and internal control systems.

The Board, through the audit committee, has conducted a review
of the effectiveness of the risk management and internal control
systems of the Group for the year ended 31 December 2017, including
financial, operational and compliance controls and risk management
function.

The management shall report to the Board as soon as practicable for
any event which may constitute inside information, and the Board shall
decide to make relevant disclosure in a timely manner, if required.

COMPANY SECRETARY

Mr. Chan Wai Cheung Admiral, the executive Director, was appointed
as the company secretary of the Company in November 2016. Mr.
Chan is a member of the Hong Kong Institute of Certified Public
Accountants and a fellow member of the Association of Chartered
Certified Accountants. He is responsible to the Board for ensuring
the Board procedures and all applicable laws, rules and regulations
are followed. According to the requirements of Rule 3.29 of the
Listing Rules, Mr. Chan had taken no less than 15 hours of relevant
professional training during the year.
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SHAREHOLDERS' RIGHT

The rights of the Shareholders and the procedures for them to demand
a poll on resolutions at the Shareholders’ meetings are contained
in the Articles. Details of such rights to demand a poll and the poll
procedures are included in all circulars to the Shareholders and will
be explained during the proceedings of meetings. Poll results, if any,
will be posted on both the websites of the Stock Exchange and of
the Company on or before the next business day of the Shareholders’
meeting.

Convening of Extraordinary General Meeting

Pursuant to Article 64 of the Articles, an EGM shall be convened on
the written requisition of one or more Shareholders for the attention of
the Board or the company secretary of the Company.

The written requisition shall specify the purpose of requiring the EGM
and signed by the requisitionist(s), provided that such requisitionist(s)
held as at the date of deposit of the written requisition not less than
one tenth of the paid up capital of the Company having the right of
voting at general meetings.

If within 21 days of such deposit the Directors fail to proceed
to convene the EGM, the requisitionist(s) may do so in the same
manner, and all reasonable expenses incurred by the requisitionist(s)
as a result of the failure of the Directors shall be reimbursed to the
requisitionist(s) by the Company.

IR R AE A

BRREKERRAGHABRARBEFARRZ
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Procedures for Shareholders to propose a person
for election as a Director

Pursuant to Article 113 of the Articles, no person, other than a retiring
Director, shall, unless recommended by the Directors for election, be
eligible for election to the office of Director at any general meeting,
unless notice in writing of the intention to propose that person for
election as a Director and notice in writing by that person of his
willingness to be elected shall have been lodged at the head office or
at the registration office at least seven clear days before the date of
the general meeting.

Accordingly, if a Shareholder wishes to nominate a person to stand
for election as a Director at the AGM, the following documents must
be validly served at the Company's head office or the registration
office within the period specified in Article 113 of the Articles, namely,
(1) his/her notice of intention to propose a resolution to elect a
nominated candidate as a Director at the AGM; (2) a notice signed by
the nominated candidate of the candidate’s willingness to be elected;
(3) the nominated candidate’s information as required to be disclosed
under rule 13.51(2) of the Listing Rules; and (4) the nominated
candidate’s written consent to the publication of his/her personal data.

INVESTOR RELATIONS

The general meetings of the Company provide a platform for
communication between the Shareholders and the Board. Our
Directors are available at the Shareholders’ meetings to answer
guestions and provide information which the Shareholders may
enquire. The Company continues to enhance communications and
relationships with its investors. Enquiries from investors are dealt with
in an informative and timely manner.

Taking advantages of various resources, the Company keeps
communicating with its shareholders regularly and properly to ensure
that the Shareholders are adequately aware of any important issues
during the course of the Company’s operations, and then exercise their
rights as the Shareholders with sufficient knowledge. Investors are
welcome to write directly to the Company at its Hong Kong registered
office for any inquiries.
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DIRECTORS’ RESPONSIBILITY FOR PREPARING
THE FINANCIAL STATEMENTS

The Board acknowledges that it is responsible for the preparation
of financial statements of the Group and for ensuring that financial
statements are prepared in accordance with statutory requirements
and applicable accounting standards. The Board also ensures the timely
publication of financial statements of the Group. The Directors confirm
that, to the best of their knowledge, information and belief, having
made all reasonable enquiries, they are not aware of any material
uncertainties relating to events or conditions that may cast significant
doubt upon the Company's ability to continue as a going concern.

The statement of the external auditor of the Company, BDO, about
their reporting responsibilities on the financial statements of the Group
is set out in the Independent Auditor’s Report on pages 47 to 50 of
this annual report.

VOTING BY POLL

Pursuant to Rule 13.39(4) of the Listing Rules, any vote of shareholders
at a general meeting must be taken by poll. As such, all the resolutions
set out in the notice of the forthcoming AGM of the Company will be
voted by poll.
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The Directors present their report and the audited financial statements
of the Group for the year ended 31 December 2017.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal activity of the Company is investment holding. Its
principal subsidiaries are engaged in the oil production and the leasing
of oil and liquefied chemical terminal together with its storage and
logistics facilities. Details of the Company’s principal subsidiaries as at
31 December 2017 are set out in note 37 to the financial statements.

Further discussion and analysis of these activities as required by
Schedule 5 to the Hong Kong Companies Ordinance, including a
description of the principal risks and uncertainties facing the Group
and an indication of likely future development in the Group’s business,
can be found in the section headed “Management Discussion
and Analysis” set out on pages 6 to 19 of this annual report. This
discussion forms part of this Report of the Directors.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2017 are
set out in the Consolidated Income Statement and Consolidated
Statement of Comprehensive Income on pages 51 and 52 respectively.

The state of affairs of the Group as at 31 December 2017 is set out in
the Consolidated Statement of Financial Position on pages 53 to 54.

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

SUMMARY FINANCIAL INFORMATION

The following is a summary of the published consolidated results of
the Group for the last five financial years, and the assets, liabilities
and non-controlling interests of the Group as at each of the reporting
dates.
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EEEHE

Results 4
Year ended 31 December
BE+-BA=t-HLEFE
2017 2016 2015 2014 2013
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ZEB—+tF | ZE-R"E —ET-hE Z—T-MNME —T-=F
FHERT FAT FHET FAEL FAT
Revenue W% 30,338 40,926 87,480 227,923 292,057
Loss attributable to: FEfGE51E
Owners of the Company PAN/NEIE FE N 187,121 (189,971) (492,568) (673,621) (346,802)
Non-controlling interests FEPERR IR R A 2 14,309 (10,993) (39,408) (86,153) (7,534)
201,430 (200,964) (531,976) (759,774) (354,336)
Assets, liabilities and non-controlling interests EE BERFERRRER
As at 31 December
R+=-ZA=+—-H
2017 2016 2015 2014 2013
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
“E2—+F | ZF-R"F ZT-HF ZT-WF =T—=F
THERT FHET FHET FHET FHET
Non-current assets FERBEE 1,843,919 1,483,549 1,115,057 1,257,568 2,112,535
Current assets TEEE 149,327 362,881 395,769 122,577 152,984
Total assets BEHE 1,993,246 1,846,430 1,510,826 1,380,145 2,265,519
Current liabilities VEI=R 1,225,104 716,008 500,682 216,374 235,271
Non-current liabilities FERDAE 397,402 665,140 322,933 305,846 443,065
Total liabilities BELE 1,622,506 1,381,148 823,615 522,220 678,336
Net assets BEFE 370,740 465,282 687,211 857,925 1,587,183
Non-controlling interests FEERR AR R 167,210 115,494 134,411 24,361 111,776
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PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of
the Group during the year are set out in note 15 to the financial
statements.

INVESTMENT PROPERTIES

Details of the movements during the year ended 31 December 2017 in
the investment properties of the Group are set out in note 19 to the
financial statements.

SHARE CAPITAL

There were no movements in the Company's share capital during the
year. Details of the share capital during the year are set out in note 32
to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles 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.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, sold or
redeemed any of the Company's listed securities during the year.

RESERVES

Details of movements in the reserves of the Company and of the
Group during the year are set out in note 33(b) to the financial
statements and in the consolidated statement of changes in equity
respectively.

DISTRIBUTABLE RESERVES

Under the Companies Law (Revised) of the Cayman Islands, the share
premium account of the Company of approximately HK$2,364 million
as at 31 December 2017 is distributable to the Shareholders provided
that immediately following the date on which the dividend is proposed
to be distributed, the Company will be in a position to pay off its debts
as they fall due in the ordinary course of business. The share premium
account may also be distributed in the form of fully paid bonus shares.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year, the sales to the Group’s five largest customers
accounted for 100% of the Group's total sales for the year and sales
to the largest customer included therein amounted to approximately
67%.

During the year, none of the Group's supplier accounted for more than
5% of the Group’s purchases.

None of the Directors of the Company, any of their associates or
Shareholders (which, to the best knowledge of the Directors, own
more than 5% of the Company's issued share capital), had any
beneficial interests in the Group’s five largest customers and/or
suppliers.

DIRECTORS

The Directors of the Company Board members during the year and up
to the date of this report were:

Executive Directors

Mr. Lan Yongqiang (Chairman) (appointed as Chairman on
15 March 2018)

Ms. Wang Meiyan

Mr. Chan Wai Cheung Admiral

Ms. Jin Yuping

Mr. Cao Sheng (appointed as executive Director on
15 March 2018)

Mr. Yu Zhiyong (appointed as executive Director on
15 March 2018)

Independent Non-executive Directors

Mr. Lee Hoi Yan
Mr. Wang Jinghua
Mr. Fung Nam Shan

In accordance with Article 108(A) of the Articles, Ms. Wang Meiyan,
Mr. Chan Wai Cheung Admiral and Mr. Lee Hoi Yan will retire by
rotation at the forthcoming AGM of the Company and are eligible to
offer themselves for re-election as Directors.
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In accordance with Article 112 of the Articles, Mr. Cao Sheng and
Mr. Yu Zhiyong, who were newly appointed as Directors since the last
AGM of the Company, shall hold office until the next general meeting
of the Company following their appointment and being eligible, offer
themselves for re-election.

Details of the resolutions to be proposed at the forthcoming AGM of
the Company for the re-election of retiring Directors will be proposed
in the Company’s circular in relation to re-election of Directors and
notice of AGM.

BIOGRAPHICAL DETAILS OF DIRECTORS

Biographical details of the Directors are set out on pages 20 to 23 of
the annual report.

DIRECTORS’ SERVICE CONTRACTS

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

DIRECTORS’ REMUNERATION

Details of the remuneration of the Directors during the year ended 31
December 2017 are set out in note 14(a) to the financial statements.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision that provides for indemnity against
liability incurred by Directors and officers of the Group is currently in
force and was in force throughout the year.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed elsewhere in this annual report, no Director had
a significant beneficial interest, either directly or indirectly, in any
transactions, arrangements or contracts of significance to the business
of the Group to which the Company or any of its subsidiaries was a
party during the year.
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MANAGEMENT CONTRACTS

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

USE OF PROCEEDS

On 18 September 2015, the Company had completed the placing of
convertible bonds under specific mandate (the “CB Placing”) and net
proceeds of approximately HK$294.5 million were raised.

As at 31 December 2016, the net proceeds from the CB Placing of
approximately HK$294.5 million were (i) utilised as to HK$182.9
million for the acquisition of 100% interest in Mission Achiever Limited
(which in turn owns 51% interest in Shundong Port); (ii) utilised as
to approximately HK$84.0 million for the injection to Shundong Port
by way of further investment; (iii) utilised as to approximately HK$4.7
million for settlement of certain payables and finance costs; (iv) utilised
as to approximately HK$16.1 million for general corporate expenses
(including staff costs and rental payments); and (v) unused as to
approximately HK$6.8 million.

During the year ended 31 December 2017, the unused proceeds from
the CB Placing of approximately HK$6.8 million were fully utilised for
repayment of other borrowings.

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 31 December 2017, none of the Directors and chief executive
of the Company had any interests or short positions in the shares,
underlying shares or debentures of the Company or any of its
associated corporation (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO")), which had been notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO, or which were required to be entered in the register
referred to therein pursuant to section 352 of the SFO, or which
were required to be notified to the Company and the Stock Exchange
pursuant to the Model Code as set out in Appendix 10 to the Listing
Rules.

EEEN

FAL B LK FEBEARRBEHEFMEX
BOEBZEBRITHRAEL

FRERIERAR

RZZ-—RAFAA+TN\B RRETHRARER R
REEETREES ([ATRREHEE]) 1 E
S5 RIAIFREX294,500,000% 7T ©

RZZE—AF+_A=+—8 A#&aRES:
it & P75 FX I8 JF %8 49294,500,000/8 T 7 ¢
(i) 182,900,000/ T A 7 Y i Mission Achiever
Limited (BB IERBE51% 2 s ) 2 3
%5 (i) 84,000,000 T AB MR E 2 F T E
JIEEE 775 ¢ (iii) 4,700,000 7T A 4 E & T e~
BB ISR ¢ (iv)4916,100,00078 T B E— %
AAAX (BEEINARBEMNTK)  RWE
6,800,000/ 7T (= AR B A ©

BHE_Z—+HF+_A=+—HLFE AR
fEFBC & PSSR AR B A RE 2 476,800,000/ T2
BERANEEEMER-

EERNRG HEAROKRES 2E
wmRKRE

RIB—LE+_A=+—HB ARQRARAEFRZE
RITHRABBER AR R HEEMAEEE (F
ERBFLHEGY ([EHRBEE])EXV
) zktn  HEROHESFTHEB TS RIEE
5 M ERE RGIEXVEDEE 7 1285 b 8 AN AR L 7] e B
T RABRIERE 5 R B RHIF3521R R ER X
RIEATIE 2 B L ML 8k - SRR 43 B MY &%
THEZRETABMAR B MR ZEm %K

W

RERERREERERAT / —T—tFFR 41



REPORT OF THE DIRECTORS
EEERE

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

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

SUBSTANTIAL SHAREHOLDERS' INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at 31 December 2017, so far as any Directors are aware based on
the disclosure of interest notices filings revealed by the Company from
public records, persons (other than the Directors or chief executives of
the Company) who have interests or short positions in the shares or
underlying shares of the Company which were required to be disclosed
to the Company under Divisions 2 and 3 of Part XV of the SFO or
which were required to be recorded in the register of the Company
required to be kept under section 336 of the SFO were as follows:

Interest in shares
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Interests in underlying shares

RiyER REBRG 2 S
Approximate
percentage of
issued share
Personal Corporate Personal Corporate Aggregate capital of
Name of Shareholders Interests* Interest* Interests* Interest* interest  the Company Notes
EARR
BRTRAE
RR#A BARE" AL -3 BARE" AL -3 BER BOEI Mgk
Giant Crystal Limited ("Giant Crystal”) ~ $E&BRAR ([E&)) 584,800,000 - 785,200,000 - 1,370,000,000 44.92% 1,3
Ms. Liu Ying ("Ms. Liu") BEat ([8xt]) - 584,800,000 - 785,200,000 1,370,000,000 44.92% 1,3
EHEEERAF ("Xindu") EHEBERAA([2H)) - 584,800,000 - 785,200,000 1,370,000,000 44.92% 1,3
Media Forecast Limited Media Forecast Limited 253,164,557 - - - 253,164,557 8.30% 2
Qin Zhiwen REX - 253,164,557 - - 253,164,557 8.30% 2
Deng Zemin BER - - 240,506,329 - 240,506,329 7.89% -
Wang Jianxin TEH = - 202,531,646 - 202,531,646 6.64% -
Wang Donggian I8% 40,000,000 - 113,924,051 - 153,924,051 5.05% -
& Beneficial owner & EmEAA
* Interests of controlled corporation(s) v EESEE RS
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Notes:

1. Based on the filings under Disclosure of Interest (“DI”) under Part XV of
the SFO retrieved by the Company from public records, (a) Giant Crystal
regarded itself to be interested in 584.8 million shares (the “Restrained
Shares”) and Convertible Bonds in the principal amount of HK$628.16
million (the “Restrained Bonds”) with right to convert the Convertible
Bonds into a maximum of 785.2 million shares at a conversion price
of HK$0.80 (as adjusted for the Share Consolidation) per share; and
(b) Giant Crystal regarded itself to be 62.43% owned by Ms. Liu and
37.57% owned by Xindu.

2. The entire issued share capital of Media Forecast Limited is wholly
owned by Mr. Qin Zhiwen. Mr. Qin Zhiwen is deemed to be interested in
the shares of the Company held by Media Forecast Limited.

3. On 8 October 2014, the Company underwent a share consolidation
(the “Share Consolidation”) from ten shares of HK$0.01 each into one
consolidated share of HK$0.10 each. The number of shares as recorded
in the DI filings which were filed before the effective date of Share
Consolidation were adjusted by virtue of the Share Consolidation.

All the interests stated above represent long positions in the ordinary
shares of the Company. As at 31 December 2017, no short positions
were recorded in the register maintained by the Company under
section 336 of the SFO.

Save as disclosed above, so far as the Directors are aware up to 31
December 2017, no other person had an interest or short position
in the Company’s shares or underlying shares which would fall to be
disclosed to the Company under the provisions of the Divisions 2 and
3 of Part XV of the SFO, or which was recorded in the register required
to be kept by the Company pursuant to Section 336 of the SFO.
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SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed at the EGM of the Company
held on 24 June 2013, the Stock Exchange granted 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 purpose of the Share Option Scheme is to provide incentives and
rewards to eligible participants who contribute to the success of the
Group's operations. Eligible participants of the Share Option Scheme
include the Company's Directors, employee, consultant, customer,
supplier, agent, partner or adviser of or contractor to the Group or a
company in which the Group holds an interest or a subsidiary of such
company. The Share Option Scheme was adopted on 24 June 2013
and, unless otherwise cancelled or amended, will remain in force for
10 years from that date. The Share Option Scheme will expire on 23
June 2023. There was no share option granted and exercised during
the year under review and no outstanding share option as at 31
December 2017.

EQUITY-LINKED AGREEMENTS

For the year, save for the Share Option Scheme as previously
mentioned, the Company has not entered into any equity-linked
agreements, and there did not subsist any equity-linked agreement
entered into by the Company as at 31 December 2017.

CONNECTED AND CONTINUING CONNECTED
TRANSACTIONS

During the year, there were no transactions required to be disclosed
as connected transactions in accordance with the requirements of the
Listing Rules.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

During the year and up to the date of this report, no Directors are
considered to have an interest in a business which competes or is
likely to compete, either directly or indirectly, with the business of the
Group, as defined by the Listing Rules, other than those businesses of
which the Directors have been appointed as Directors to represent the
interests of the Company and/or of the Group.
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ENVIRONMENTAL, SOCIAL AND CORPORATE
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.

Particulars of the Company’s corporate governance practices are set
out in the Corporate Governance Report on page 24 of this annual
report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, the Directors confirm that the
Company maintained the amount of public float as required under the
Listing Rules during the year ended 31 December 2017.

LITIGATIONS

Details of the litigations of the Group are set out in note 46 to the
financial statements.

EVENTS AFTER THE REPORTING DATE

Details of the events after the reporting date are set out in note 47 to
the financial statements.

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.

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.
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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 2018.

AUDIT COMMITTEE

The audit committee of the Company has reviewed with management
the accounting principles and practices adopted by the Group, and
discussed internal controls and financial reporting matters including
a review of the audited financial statements of the Company for the
year ended 31 December 2017. The audit committee comprises three
independent non-executive Directors of the Company.

AUDITOR

The financial statements for the year ended 31 December 2017 were
audited by BDO. BDO retired and, being eligible, offer themselves for
reappointment. A resolution will be proposed at the forthcoming AGM
of the Company to re-appoint BDO as auditor of the Company.

On behalf of the Board

Mr. Lan Yonggiang
Chairman

Hong Kong, 29 March 2018
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INDEPENDENT AUDITOR’S REPORT
B % B R

Tel : +852 2218 8288

Fax: +852 2815 2239

www.bdo.com.hk
|

EEE 1 +852 2218 8288
{5H : +852 2815 2239

www.bdo.com.hk

TO THE SHAREHOLDERS OF
ENERGY INTERNATIONAL INVESTMENTS HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements of
Energy International Investments Holdings Limited (the “Company”)
and its subsidiaries (together the “Group”) set out on pages 51 to
200, which comprise the consolidated statement of financial position
as at 31 December 2017, and the consolidated income statement, 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 for the year ended 31 December 2017. Because of the
significance of the matter described below 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. In all other
respects,

been properly prepared in compliance with the disclosure requirements

in our opinion the consolidated financial statements have

of the Hong Kong Companies Ordinance.

25™ Floor Wing On Centre
111 Connaught Road Central

Hong Kong
ERATHET11158
KEHD2518
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BASIS FOR DISCLAIMER OF OPINION

During the year ended 31 December 2017, the Group incurred a loss
of HK$201,430,000 (2016: HK$200,964,000) and net current liabilities
of HK$1,075,777,000 (2016: HK$353,127,000) as at 31 December
2017. The total outstanding construction costs of HK$484,044,000
(2016: HK$420,716,000), that are required to repay within one year
after the reporting date, in which amounts of HK$403,946,000 (2016:
HK$319,177,000) and HK$80,098,000 (2016: HK$101,539,000) are
recognised under other payables and other borrowings respectively,
were included in current liabilities and the capital commitment for
construction costs was HK$3,078,000 (2016: HK$154,466,000) as at
31 December 2017. In addition, other borrowings included in current
liabilities of HK$30,054,000 (2016: bank and other borrowings of
HK$49,370,000 and HK$28,169,000 respectively) was overdue for
repayments as at 31 December 2017. These conditions, in the current
year, indicate the existence of a material uncertainty that 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 depends upon the outcome of the
underlying assumptions as detailed in note 3(a)(ii) to the consolidated
financial statements. One of the assumptions is the Group will
settle the outstanding construction costs of HK$198,408,000 in the
coming twelve months after the year ended 31 December 2017. For
the remaining balances of total construction costs, based on the
good relationship with the contractors, the contractors will extend
the repayment dates over twelve months after the year ended 31
December 2017.

In respect of the Group's settlement of the outstanding construction
costs, up to the date of approval of these consolidated financial
statements, the Group has not obtained any written confirmations
on the delayed payment dates from the contractors. There were no
alternative audit procedures that we can perform to obtain relevant
audit evidence to assess the likelihood that these contractors would
extend the repayment dates over twelve months after the year ended
31 December 2017.

48 Energy International Investments Holdings Limited / Annual Report 2017

TRRERZEE

RBE-_ZT—+tHF+_A=+—HILEE &
£ EE A4 E18201,430,0008 T ( ZFE— N F:
200,964,000 ) KR —_E—+tF+-_A=+—
Bz & &aE%EA1,075777,0008 T (=8
— /N :353,127,0008 L) R—ZZE—tF+=
A=+—H ®MARDEBEZERREBHE
— FRE AR E R AN 425 5484,044,000
BT (ZF— /N9 :420,716,000/8 L) Hh
403,946,000/ 7t ( —ZF — 74 :319,177,000
77T ) 80,098,000 L (=T — X F:
101,539,000 7T ) 9 Bl FA B fE < FRIB R H Atb 1
FRIBTHER - REBRK A E ARFIER3,078,000%8
JC (ZZF— 7% 1 154,466,000/ 7T ) ° thoh» A =
T—+F+-_A=+—HBH PWARBEBEZEM
f&5%30,054,000/8 7T ( —F— N4 : IR1T R EAbE
;9 Al 549,370,000/ 7T 128,169,000/ 7t ) %)
HARB - AFENZSBABRTELEEXNTHRA
HEreEnY BEEERELEZRNELSE
KEEE ©

BE XA BRARNEZRCRBECEEE
REUFEUBHRE EEEMEZZTANGE Y
BT FE3@ MM B BRRER - BREE
hr—HAE EXEBRBEE-_ET—tF+=A
=+ ALFER+T-MARNBERERRKAN
198,408,000/ JT © M BLABFERR A AN 2 B2 T A5 84 i
TOEREAPDENORBAER AREKEKE
HtRE2HE-_T—tF+_A=1+—HIEFE
“EBB+_M@A-

B OBEEBERERIKNAME HEZSER
R HmEMAEREH BEEBERESEER
RCEMNRAP 2T AESEER - BRMIEERT
HiBEANEF  WESHBENRETGZEE
PEAREHEBERAPEREHE-_T—tF
T A=+ —HULEFEEBBT=@EAR-



INDEPENDENT AUDITOR’S REPORT
B % B

Accordingly, we were unable to satisfy ourselves that whether it is
appropriate to prepare the consolidated financial statements for the
year ended 31 December 2017 on a 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 estimated realisable amounts, 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 prepared the consolidated financial
statements for the year ended 31 December 2016 (the “2016
Consolidated Financial Statements”) on a going concern basis. In our
audit of the 2016 Consolidated Financial Statements, we were unable
to obtain sufficient appropriate audit evidence to assess whether it is
appropriate to prepare the 2016 Consolidated Financial Statements on
a going concern basis. Together with another limitation that existed in
our audit of the 2016 Consolidated Financial Statements, we did not
express an opinion on the 2016 Consolidated Financial Statements.

DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and fair
view in accordance with 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
of the Company 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 of the
Company 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 of the Company either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.
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The directors of the Company are also responsible for overseeing the
Group's financial reporting process. The Audit Committee assists the
directors of the Company in discharging their responsibility in this
regard.

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 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 matter described in the “Basis for Disclaimer
of Opinion” section of our report, we are 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

Au Yiu Kwan

Practising Certificate Number P0O5018

Hong Kong, 29 March 2018
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CONSOLIDATED INCOME STATEMENT

mEESER

For the year ended 31 December 2017 HZE =%

—tF+-RA=t+—HLEFE

2017 2016
Notes HK$’000 HK$'000
\ —E—tF —TNF
B 5 FTHET FiET
(Re-presented)
(&%)
Continuing operations HERSEXER
Revenue Wt 5 30,338 18,762
Cost of sales $HE A AN (21,532) (24,523)
Gross profit/(loss) EH, (18) 8,806 (5,761)
Other income and gains H A W A B Yk 2 5 7,095 739
Selling and distribution expenses HERDHAX (6,219) (2,120)
Administrative expenses 1T IR 7 S‘Z (36,248) (46,072)
Other operating expenses Hibg gz (20,207) (14,480)
Impairment loss on property, plant ME - BERERERBEEE
and equipment 15 (5,469) (11,024)
Impairment loss on intangible assets EIVEEZREEBE 18 (170,710) (166,938)
Finance costs B 75 B AR 7 (8,587) =
Loss before income tax bRETIS BRI AR 8 (231,539) (245,656)
Income tax credit Frisfiif e 9 39,679 39,860
Loss for the year from BERKEEBZAFERFA
continuing operations (191,860) (205,796)
Discontinued operation BRIEREER
(Loss)/profit for the year from ERIEEEXEB I AFE
discontinued operation (E18]),/&F 1 (9,570) 4,832
Loss for the year REEEE (201,430) (200,964)
(Loss)/profit for the year EBEEREE (FE),SER:
attributable to:
Owners of the Company ZAN/NSIE7 RSN
— from continuing operations —BEIREET (178,056) (198,909)
— from discontinued operation — BRI ETE (9,065) 8,938
(187,121) (189,971)
Non-controlling interests FEVE AR AR R #E 2
— from continuing operations —BEREER (13,804) (6,887)
— from discontinued operation —BRIECEER (505) (4,106)
(14,309) (10,993)
(201,430) (200,964)
(Loss)/earnings per share for (loss)/ EATEEANEN (BR),
profit attributable to the owners BHZER (BE) BT
of the Company 12
Basic and diluted ERREE
- from continuing operations —REKEER (HK cents 4.671l) | (HK cents 5.2%/1ll)
— from discontinued operation —ERIEEEER (HK cent 0.25&1l) HK cent 0.27811l
— from continuing and discontinued ii“%«**%i‘“&
operations BRI R (HK cents 4.8 1l) | (HK cents 5.07%1ll)
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

SEEZEBAR

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

2017 2016
HK$'000 HK$'000
—EF—tF —E-RF
FTHExT FHETT
Loss for the year rEEEFE (201,430) (200,964)
Other comprehensive income, net of tax Htp2EBA > MREE
Item that will not be reclassified TEEH T BEERHZZHEE
to profit or loss:
Fair value adjustment upon transfer from HEAMEERE
owner-occupied properties to investment KEMERH A FEAE
properties 66,402 -
Items that may be reclassified subsequently HEGHEN 7 BF
to profit or loss: BmZHE
Exchange gains/(losses) on translation of REGINEBTBRRZ
financial statements of foreign operations ME Uz, (B5E) 28,842 (20,965)
Release of exchange reserve upon disposal of BB R ElE
subsidiaries % PR FE R (10,888) =
Other comprehensive income for the year, AEEHMEZEBA
net of tax HIBR B8 84,356 (20,965)
Total comprehensive income for the year AEEEZHKALRE (117,074) (221,929)
Total comprehensive income attributable to: EEEEBAEE:
— Owners of the Company EVN/NEIEZ =N (146,258) (203,012)
— Non-controlling interests — BT RR AR B 29,184 (18,917)
(117,074) (221,929)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

mEMBRRE

As at 31 December 2017 R —Z—+F+-A=+—H

2017 2016
Notes HK$’000 HK$'000
—E—tfF —E-RF
B 5 THExT FAT
(Re-presented)
(&=73))
ASSETS AND LIABILITIES EEREHE
Non-current assets RBEE
Property, plant and equipment M- BREREE 15 9,650 919,260
Prepaid land lease payments TEfT + #hF0 &E FRIB 16 - 4,453
Sea area use rights VB 13 {5 R 17 - 103,987
Intangible assets mEEE 18 217,769 389,084
Investment properties wEYE 19 1,500,000 =
Deposits and other receivables Re R H MW RIE 21 66,116 17,041
Deferred tax assets EIERIBE E 31 50,384 49,724
1,843,919 1,483,549
Current assets REEE
Inventories — raw materials FE—RME - 1,993
Trade and bills receivables BWESEBERERE 20 8,372 28,704
Prepayments, deposits and other ERNRIE- -ZE Rk
receivables H & R IE 21 68,087 78,763
Financial assets at fair value through RAFEFABRZ
profit or loss WBEE 22 15,809 14,607
Pledged bank deposits BEMIRITER 23 51,360 42,921
Cash and bank balances ReRBITET 23 5,699 195,893
149,327 362,881
Current liabilities REEE
Trade payables FERE 5HR1A 24 - 10,467
Bills and other payables and accruals FE A~ SR 4R R EL Ath & 5 5RIE
FE&H IR 25 542,976 448,709
Amounts due to non-controlling FE A IEIE AR AR SR SR8
shareholders 26 101,600 22,032
Bank borrowings RITIE K 27 68,984 49,370
Other borrowings H At 8 3K 28 158,956 127,774
Finance lease liabilities HEHEAE 29 146,863 37,960
Convertible bonds R # AR (& 55 30 195,400 10,232
Tax payables FERT 1R 10,325 9,464
1,225,104 716,008
Net current liabilities REBEEEE (1,075,777) (353,127)
Total assets less current liabilities EERERRBAERE 768,142 1,130,422
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

mEBRRR

As at 31 December 2017 R —ZT—+&F+-A=+—H

2017 2016
Notes HK$’000 HK$'000
—E—tfF —ZE-RF
g=: FHERT FAET
(Re-presented)
(275))
Non-current liabilities FknBEME
Other payables H i JE S 5K IR 25 - 8,405
Amount due to non-controlling JE A IS AR NG SR 3R IE
shareholders 26 - 78,039
Bank borrowings RITIE K 27 225,600 165,257
Other borrowings H 18 5K 28 1,036 43,644
Finance lease liabilities MEREEE 29 68,994 94,040
Convertible bonds R & 30 = 155,244
Deferred tax liabilities BRERIEEE 31 101,772 120,511
397,402 665,140
Net assets EEFE 370,740 465,282
EQUITY i
Equity attributable to the owners of AQFEE AEGES
the Company
Share capital N 32 304,970 304,970
Reserves f## 33 (101,440) 44,818
203,530 349,788
Non-controlling interests IR R R R 167,210 115,494
Total equity wrER 370,740 465,282

The consolidated financial
approved and authorised fo
Company on 29 March 2018

statement on pages 51 to 200 were
r issue by the board of directors of the
and are signed on its behalf by:

Lan Yongqgiang
Bk

D

irector

EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
RERZEEBR

For the year ended 31 December 2017 HE =T —+F+—A=+T—HILFE

Equity attributable to the owners of the Company

FAREEAEERE
*Convertible
bond Non-
Share *Share *Capital *Exchange equity  *Revaluation  *Accumulated controlling Total
capital premium reserve reserve reserve reserve losses Total interests equity
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
‘IRRES FER
Bx ‘R EE EREE ERRE BEER EfiRE R ER Eh Ry L 35
Tn T AT T TEn TR T T T T
At 1 January 2016 RZF-~"E-A-B 304,970 2,363,920 177,027 18,111 462,708 - (2,773,936) 552,800 134411 687,211
Loss for the year - - - - - - (189,971) (189,971) (10,993) (200,964)
Other comprehensive income Efb2EHA
Item that may be reclassified ERIBENFETERY
subsequently to profit or loss:
- Exchange gains on translation of \EBHIBRRL
financial statements of Efla
foreign operations - - - (13,041) - - - (13,041) (7,924) (20,965)
Total comprehensive income for the year AEE2ERALE - - - (13,041) - - (189,971) (203,012) (18,917) (221,929)
At 31 December 2016 R-B-RE+=fZt+-B 304,970 2,363,920 177,027 5,070 462,708 - (2,963,907) 349,788 115,494 465,282
At 1 January 2017 WZ5-+5-f-B 304,970 2,363,920 177,021 5,070 462,708 - (2,963,907) 349,788 115,494 465,282
Derecognition of non-controlling interests it EBARER LB
upon disposal of subsidiaries (note 11) FERBRES (Hii11) - - - - - - - - 2532 2,53
Transaction with owners BEEAZRS - - - - - - - - 2,53 2532
Loss for the year REEER - - - - - - (187,121) (187,121) (14,309) (201,430)
Other comprehensive income, net of tax  Et2EH A NIKRHE
Items that will not be redlassified to TEEH A BZEmIEE -
profit or foss:
-~ Fair value adjustment upon transfer -HERNFERERANZRY
from owner-occupied properties to NFERE (HF19K31)
investment properties (notes 19 and 31) - - - - - 33,865 - 33,865 32,537 66,402
Items that may be reclassified Ak ENARERRZER:
subsequently to profit or loss:
- Exchange gains on translation of -BREBEBURBRRL
financial statements of foreign operations B X M& - - - 17,886 - - - 17,886 10,956 28,842
~ Release of exchange reserve upon -HERBAAKERES R
disposal of subsidiaries (note 11) (K1) - - - (10,888) - - - (10,888) - (10,888)
Total comprehensive income for the year AEE2HRALE - - - 6,998 - 33,865 (187,121) (146,258) 29,184 (117,04)
At 31 December 2017 RZ%-tE+-A=1-A 304,970 2,363,920 177,021 12,068 462,708 33,865 (3,151,028) 203,530 167,210 370,740
3 The total of these reserve accounts comprise the consolidated deficits of 2 ZERBER REBRERAEAI101,440,000%
HK$101,440,000 (2016: reserves of HK$44,818,000). T (ZZF—"F . [#1#544,818,00057T) °
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CONSOLIDATED STATEMENT OF CASH FLOWS
GERTRER

For the year ended 31 December 2017 HE =T —+F+=-A=+—HILFE

2017 2016
Notes HK$'000 HK$'000
—E—+F —E—RHF
B 5 FHET FHET
(Re-presented)
(&25)
Cash flows from operating activities RKEEXKRESHKRE
Loss before income tax expenses BRETIST A AT ES 18
- From continuing operations — BB ER (231,539) (245,656)
— From discontinued operation — BRI EER (9,570) (2,656)
Adjustments for: MTFIEEELHFARE:
Depreciation of property, plant and mE- - BERREBNE
equipment 15 5,624 14,726
Amortisation of prepaid land lease T8 £ #h 0 & R IE i 5N
payments 16 — 646
Amortisation of intangible assets BB EEE 8 1,023 1,463
Amortisation of sea area use rights VB I3 {5 R A 8E 8 1,824 2,446
Impairment loss of property, plant and M BREREHREERE
equipment 15 5,469 11,024
Impairment loss of intangible assets B EERERSE 18 170,710 166,938
Reversal of impairment loss of property, % HE&&ZEZ
plant and equipment B SR R [ 15 - (15,349)
Reversal of impairment loss of L ERIE 2
prepaid land lease payments VEREN E=Ec4El 16 - (2,179)
(Gain)/loss on disposals of property, LEWME WER&E
plant and equipment (Wez) /B8 5,8 (65) 28
Write-off of property, plant and WY BB kR
equipment 8 13,051 =
Fair value (gain)/loss on financial assets BAFEFABRZ
at fair value through profit or loss MEEEZ ANTE
(Wz) /BB 5,8 (2,290) 10,560
Interest income FEBA (826) (244)
Interest expenses FERZ 7 8,587 =
Operating loss before working capital HEESEIA I KEEE
changes (38,002) (58,253)
Increase in inventories FE 238 (54) (1,131)
(Increase)/decrease in trade and bills EWESERERERZ
receivables (3gm) @ (4,332) 3,070
(Increase)/decrease in prepayments, ERNRE -Z2 R
deposits and other receivables H kI 2
(&), R (79,000) 7,716
Payments to acquire financial assets at BREERATFEFABRZ
fair value through profit or loss MBEEZNRK (163) (349)
Increase/(decrease) in trade payables ENESERIEZ
g ORd) 212 (42)
Increase in bills and other JE A~ 4R Hth JE AT FRIE
payables and accruals LA R FE 5T 30 H 2 318 7JI] 80,024 98,879
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CONSOLIDATED STATEMENT OF CASH FLOWS

GERTRER

For the year ended 31 December 2017 HE =T —+F+—A=+T—HILFE

2017 2016
Notes HK$°000 HK$'000
—E—+tF ZE-RF
Bt 5 FET FAT
(Re-presented)
(&5))
Cash (used in)/generated from operations =& (Fi/H),  E4LZHE (41,315) 49,890
Income tax paid B ATIER = (676)
Net cash (used in)/generated from AEREFE (FTH)  ELZ
operating activities B2 FEE (41,315) 49,214
Cash flows from investing activities RETBHEHESRE
Purchases of property, plant and BEWE KEREZHE
equipment (283,752) (557,472)
Additions to investment properties REBBBYE (164) -
Proceeds on disposals of property, LEWME BEREREZ
plant and equipment Fri§RE 90 362
Proceeds from sale of financial assets HERAFEFABZY
at fair value through profit or loss MBEEEZFIEHRIA 1,251 =
Net cash inflow from disposal of HERBARZ
subsidiaries ReMAFRE 11 1,178 =
Increase in pledged bank deposits B IE T FEFIE N (4,537) (42,899)
Decrease/(increase) in short-term deposits R4 % AR BB =18 A &9
with an original maturity of more REGEZOR L (35 )
than 3 months 5,500 (5,500)
Interest received B F B 826 244
Net cash used in investing activities KEZEHAHELFE (279,608) (605,265)
Cash flows from financing activities BWEETHESHE
New bank borrowings FIRITERK 42 343,200 168,796
New non-controlling shareholders’ loans ¥ 3F %2 f% A% 52 & 3k 42 = 77,648
New other borrowings T35 o Ath 8 3K 42 41,754 134,319
New finance leases it EEE 42 132,000 132,000
Repayment of bank borrowings EERITER 42 (229,793) =
Repayment of other borrowings BB E M AR 42 (70,040) X
Repayment of obligations under BEREHEAE
finance lease 42 (82,800) -
Interest paid B FE 42 (1,000) (2,928)
Net cash generated from HEZEEFEZH L FHE
financing activities 133,321 509,835
Net decrease in cash and cash RekBEEEEAZ
equivalents WA FEE (187,602) (46,216)
Cash and cash equivalents R—B—BzZzEER
at 1 January ReZEER 190,393 238,260
Effect on foreign exchange rate changes [ER& &) & 2,908 (1,651)
Cash and cash equivalents Rt+tZA=+—HzHRER
at 31 December ReEEER 5,699 190,393
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NOTES TO THE FINANCIAL STATEMENTS
3 R & M =

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

GENERAL INFORMATION

Energy International Investments Holdings Limited (the
“Company”) is a limited liability company incorporated
and domiciled in the Cayman Islands. Its registered office is
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman lIslands and its principal place of business
is Unit 1508, 15th Floor, The Center, 99 Queen’s Road Central,
Hong Kong. The Company’s shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

During the year, the principal activities of the Company and its
subsidiaries (together referred to as the “Group”) include:

- oil production representing the business of oil
production;

- oil and liquefied chemical terminal representing the
business of leasing of oil and liquefied chemical
terminal, together with its storage and logistics facilities;
and

- supply of electricity and heat representing the business
of generation and supplying of electricity and heat
(discontinued on 17 March 2017 in connection with the
disposal of subsidiaries (note 11)).

The principal activities and other particulars of its subsidiaries
are set out in note 37.

The financial statements on pages 51 to 200 have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs") which collective term includes all
applicable individual HKFRSs, Hong Kong Accounting Standards
("HKASs") and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA™). The
financial statements also include the applicable disclosure
requirements of the Hong Kong Companies Ordinance and
the Rules Governing the Listing of Securities on the Stock
Exchange.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & M =

For the year ended 31 December 2017 HE =T —+F+—A=+T—HILFE

1. GENERAL INFORMATION (continued) 1.

The comparative consolidated income statement, consolidated
statement of cash flows and their corresponding notes
have been re-presented in accordance with HKFRS 5 “Non-
current Asset Held For Sale and Discontinued Operations” as
if operations discontinued during the current year had been
discontinued at the beginning of the comparative period.

The financial statements are presented in Hong Kong
dollars (“"HK$"), which is also the functional currency of the
Company and all values are rounded to the nearest thousand
("HK$'000") unless otherwise stated.

2. ADOPTION OF NEW OR AMENDED 2.
HKFRSs

(a) Adoption of new or amended HKFRSs -
first effective on 1 January 2017

In the current year, the Group has applied for the first
time the following amendments issued by the HKICPA,
which are relevant to and effective for the Group's
financial statements for the annual period beginning on
1 January 2017:

Amendments to Disclosure Initiative

HKAS 7
Amendments to Recognition of Deferred Tax Assets
HKAS 12 for Unrealised Losses

Amendments to HKAS 7 — Disclosure Initiative

The amendments introduce an additional disclosure that
will enable users of financial statements to evaluate
changes in liabilities arising from financing activities.

The adoption of the amendments has led to the
additional disclosure presented in note 42.
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NOTES TO THE FINANCIAL STATEMENTS
W R & M

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

(a)

(b)

Adoption of new or amended HKFRSs -
first effective on 1 January 2017
(Continued)

Amendments to HKAS 12 - Recognition of Deferred
Tax Assets for Unrealised Losses

These relate to the recognition of deferred tax assets
and clarify some of the necessary considerations,
including how to account for deferred tax assets related
to debt instruments measured of fair value.

The adoption of the amendments has no impact on
the financial statements as the clarified treatment is
consistent with the manner in which the Group has
previously recognised deferred tax assets.

New or amended HKFRSs that have
been issued but are not yet effective

The following new or amended HKFRSs, potentially
relevant to the Group’s financial statements, have been
issued, but are not yet effective and have not been early
adopted by the Group. The Group’s current intention
is to apply these changes on the date they become
effective.

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

This is effective for accounting periods beginning on or
after 1 January 2018. 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.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & M &

For the year ended 31 December 2017 HE =T —+F+—A=+T—RHILFE

2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

(b)

New or amended HKFRSs that have
been issued but are not yet effective
(Continued)

Annual Improvements to HKFRSs 2015-2017 Cycle

This is effective for accounting periods beginning on or
after 1 January 2019. The amendments issued under the
annual improvements process include (i) amendments
to HKFRS 3 Business Combinations to clarifies that
a company remeasures its previously held interest in
a joint operation that is a business when it obtains
control of the business; (i) amendments to HKFRS 11
Joint Arrangements to clarifies that a company that
participates in but does not have joint control over a
joint operation, does not remeasure its previously held
interest in the joint operation which is a business when
it obtains joint control of the business; (iii) amendments
to HKAS 12 Income Taxes to clarifies that a company
accounts for all income tax consequences of dividend
payments in the same way as the entity recognised
the originating transaction or event that generated the
distributable profit giving rise to the dividend and (iv)
amendments to HKAS 23 Borrowing Costs to clarifies
that when a qualifying asset is ready for its intended
use or sale and (some of) the related specific borrowing
remains outstanding, that borrowing is treated as
general borrowings.
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NOTES TO THE FINANCIAL STATEMENTS
W R & M

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

(b)

New or amended HKFRSs that have
been issued but are not yet effective
(Continued)

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

This is effective for accounting periods beginning on
or after 1 January 2019. The amendments clarify that
an entity shall apply HKFRS 9 including its impairment
requirements to long-term interests in an associate or
joint venture that form part of the net investment in
the associate or joint venture but to which the equity
method is not applied.

Amendments to HKAS 40, Investment Property -
Transfers of Investment Property

This is effective for accounting periods beginning on or
after 1 January 2018. The amendments clarify that to
transfer to or from investment properties there must be
a change in use and provides guidance on making this
determination. The clarification states that a change
of use will occur when a property meets, or ceases to
meet, the definition of investment property and there is
supporting evidence that a change has occurred.

The amendments also re-characterise the list of evidence
in the standard as a non-exhaustive list, thereby
allowing for other forms of evidence to support a
transfer.

62 Energy International Investments Holdings Limited / Annual Report 2017

2. ERMFITRLETEBMER
HEA (@)

(b)

© 78 5 1B 18] R 4 302 75T
REETERUBREE
Bl ()

EBE BRI FE28% 2 55T R
ERAREELF R #ZE

HHR-_F-hF-A—HHZE
Bz Bt HRAER - ZEEBTE
BOEREREBMBREEAE
o5k (BREEBERTE ) ERNER
BRAIRBLELETBNEZHE
REASALEEFFREBREDE
HEHY MNER 2 RER -

BB EREA07 255 RE
WE-BRREYE

WHER - E-NF-HA—-Hk 2’
Mz St HEAER - ZEEBTE
BOREMENEARELYMA
GERGNE UHELBEHET
RHHES - ZBBI AR ENE
X TBHNARENEZERLE
EREFRAAENE AHRAEN

ZEEAMBZERP O EEBE
BEFEMRIFRRE B &
b7 S E) BB IR A] B A -



NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & M &

For the year ended 31 December 2017 HE =T —+F+—A=+T—RHILFE

2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

(b)

New or amended HKFRSs that have
been issued but are not yet effective
(Continued)

Amendments to HKAS 40, Investment Property —
Transfers of Investment Property (Continued)

The directors of the Company anticipate that the
application of these amendments will result in early
recognition of such transfers on the Group’s financial
statements in future periods should there be a change in
use of any of its properties.

HKFRS 9 - Financial Instruments

This is effective for accounting periods beginning on
or after 1 January 2018. 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 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 fair
value through other comprehensive income. All other
debt and equity instruments are measured at fair value
through profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS
3 R & M =

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

(b)

New or amended HKFRSs that have
been issued but are not yet effective
(Continued)

HKFRS 9 - Financial Instruments (Continued)

HKFRS 9 includes a new expected loss impairment
model for all financial assets not measured at fair
value through profit or loss 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.

HKFRS 9 carries forward the recognition, classification
and measurement requirements for financial liabilities
from HKAS 39, except for financial liabilities designated
at fair value through profit or loss, 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 made a preliminary
assessment on the financial impact of the Group's
financial statements resulting from the adoption of
HKFRS 9. The directors of the Company do not expect
the adoption of HKFRS 9 to have a significant impact
on the classification and measurement of the Group's
financial assets and financial liabilities.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & M =

For the year ended 31 December 2017 HZ ==

—tF+RA=1+—RLFE

2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

(b)

New or amended HKFRSs that have
been issued but are not yet effective
(Continued)

HKFRS 9 - Financial Instruments (Continued)

Based on analysis of the Group's financial instruments
as at 31 December 2017, the directors of the Company
considered that the replacement of incurred loss
impairment model in HKAS 39 with the expected credit
loss model required in HKFRS 9 may result in early and
additional provision of credit losses on the Group’s
financial assets measured at amortised costs including
trade, bills and other receivables. The credit losses will
be recognised in profit or loss. The directors of the
Company concluded that the impact is not significant
under the assessment of probability-weighted estimate
of credit losses over the expected life of the Group’s
with
reference to the historical credit loss experience of

financial assets measured at amortised costs,

trade, bills and other receivables and the estimates of
future economic conditions.

HKFRS 15 — Revenue from Contracts with
Customers

This is effective for accounting periods beginning on
or after 1 January 2018. 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.
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NOTES TO THE FINANCIAL STATEMENTS
3 3R & M =

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

2. ADOPTION OF NEW OR AMENDED 2.
HKFRSs (continued)

(b) New or amended 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-step approach
to revenue recognition:

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

— Step 2: Identify the performance obligations in the
contract

— Step 3: Determine the transaction price

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

— 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.

Amendments to HKFRS 15 — Revenue from Contracts
with Customers (Clarifications to HKFRS 15) is
effective for accounting periods beginning on or
after 1 January 2018. 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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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & M &

For the year ended 31 December 2017 HE =T —+F+—A=1T—RHILFE

2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

(b)

New or amended HKFRSs that have
been issued but are not yet effective
(Continued)

HKFRS 15 — Revenue from Contracts with
Customers (Continued)

Under HKFRS 15, revenue is recognised when the
customer obtains control of the promised good or
services in the contract. HKFRS 15 identifies 3 situations
in which control of the promised good or service is
regarded as being transferred over time:

(a) when the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance as the entity performs;

(b) when the entity’s performance creates or
enhances an asset (for example, work in
progress) that the customer controls as the asset
is created or enhanced; or

(c) when the entity’s performance does not create
an asset with an alternative use to the entity and
the entity has an enforceable right to payment
for performance completed to date.

If the contract terms and the entity’s activities do not
fall into any of these 3 situations, then under HKFRS 15,
the entity recognise revenue for the sale of that good
or service at a single point in time, being when control
has passed. Transfer of risks and rewards of ownership
is only one of the indicators that will be considered in
determining when the transfer of control occurs.

The directors of the Company has performed an
assessment and considered that the new revenue
standard is not likely to have significant impact on how
it recognises revenue from the sales of crude oil and
rental income of oil and liquefied chemical terminal.
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NOTES TO THE FINANCIAL STATEMENTS
3 R & M =

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

(b)

New or amended HKFRSs that have
been issued but are not yet effective
(Continued)

HKFRS 16 - Leases

This standard is effective for accounting periods
beginning on or after 1 January 2019. 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 than 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.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & M =

For the year ended 31 December 2017 HE =T —+F+—A=+T—HILFE

2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

(b)

New or amended HKFRSs that have
been issued but are not yet effective
(Continued)

HKFRS 16 - Leases (Continued)

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.

As set out in note 39(b) to the financial statements,
future minimum lease payments under non-cancellable
operating leases of the Group in respect of land
and buildings as at 31 December 2017 amounted
to HK$3,017,000. The directors of the Company do
not expect the adoption of HKFRS 16 as compared
with the current accounting policy would result in
a significant impact on the Group's results but it is
expected that certain portion of the lease commitments
will be required to be recognised in the form of an
asset (for the right-of-use) and a financial liability (for
the payment obligation) in the statement of financial
position.
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NOTES TO THE FINANCIAL STATEMENTS

LU

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

(b) New or amended HKFRSs that have
been issued but are not yet effective
(Continued)

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

This interpretation is effective for accounting
periods beginning on or after 1 January 2019. 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.

Save as disclose in the foregoing paragraphs about the
impact of Amendments to HKAS 40, HKFRS 9, HKFRS
15 and HKFRS 16 to the Group’s financial statements,
the directors of the Company have also performed an
assessment on other new standards and amendments,
and have concluded on a preliminary basis that other
new standards and amendments would not have a
significant impact on the Group’s financial statements in
subsequent years.
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NOTES TO THE FINANCIAL STATEMENTS

BB AR B 5

For the year ended 31 December 2017 HE =T —+F+—A=+T—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

(a)

Basis of preparation

The significant accounting policies that have been
used in the preparation of these financial statements
are summarised below. These policies have been
consistently applied to all the years presented unless
otherwise stated.

The financial statements have been prepared under
historical cost convention, except for investment
properties and financial assets at fair value through
profit or loss, which are measured at fair value. The
measurement bases are fully described in the accounting
policies below.

It should be noted that accounting estimates and
assumptions are used in the preparation of the financial
statements. Although these estimates are based on
management’s best knowledge and judgement of
current events and actions, actual results may ultimately
differ from those estimates. The areas involving a
higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the
financial statements, are disclosed in note 4.
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NOTES TO THE FINANCIAL STATEMENTS

LU

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a) Basis of preparation (Continued)

(i)

Oil production sharing contract (the
“Songliao Contract”)

In 2010, the Group completed the acquisition
of 100% equity interest in China International
Energy Investments (Hong Kong) Limited
("China International Energy”) which holds the
oil production sharing contract entered into
between China Era Energy Power Investment
Limited (“China Era”), a wholly-owned subsidiary
of China International Energy, and a state-
owned enterprise engaged in oil exploration
industry (the “State-owned Enterprise”) on 13
August 2007 (the “Songliao Contract”) from the
vendor, Greater China Limited (“Greater China”),
details of which are set out in note 35. China
International Energy was wholly owned by an
individual (“Mr. A") at the time of obtaining the
Songliao Contract.

In 2015, the directors of the Company was
informed that Mr. A was formally charged by
prosecution authorities in the People’s Republic
of China (the "PRC") for illegal operation (the
“Charge”), possibly involved allegations about
improper conduct in obtaining of the Songliao
Contract.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & M =

For the year ended 31 December 2017 HE =T —+F+—A=+T—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

BEASTBEME &)

(a) wWREE (&)

(@) Basis of preparation (Continued)

(i) Oil production sharing contract (the (i) EHEBRELH ([HRE

“Songliao Contract”) (Continued)

As soon as the directors of the Company
found the Charge, the Group commenced legal
proceedings in the Cayman Islands against
various parties including Mr. A, Greater China,
Mr. Li Weijun (Greater China's warrantor) and
Giant Crystal Limited (“Giant Crystal”) (which
was nominated by Greater China as the allottee
of the promissory notes, consideration shares
and convertible bonds for the consideration of
the Songliao Contract) (the “Defendants”) on
the basis that (a) the Greater China’s warranties
and/or representations given in the acquisition
were false and misleading and knowing that the
Group entered into the acquisition agreement
in reliance thereon; and (b) the Defendants of
the litigation wrongly conspired and combined
together to defraud the Group to pay the
consideration.
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For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (Continued)

Oil production sharing contract (the
“Songliao Contract”) (Continued)

In the litigation, the Group sought (1) a
declaration that they are entitled to validly
rescind the acquisition agreement; (2) an order
that the consideration be repaid, a declaration
that the promissory notes and convertible bonds
are at all material times null and void and of no
legal effect; (3) a declaration that Giant Crystal
held and continue to hold the consideration
shares and any shares issued upon exercise of
the convertible bonds on trust for the Company;
(4) an injunction against all Defendants that they
be restrained from disposing of, encumbering
or otherwise dealing with or diminishing the
value of, and/or exercising any rights or powers
(including but not limited to voting rights in
general and/or extraordinary meeting(s) in
respect of, and/or entering into any agreement
to effect any transaction in relation to, the
consideration shares and the converted shares;
(5) an injunction against all Defendants from
completing and/or procuring the conversion
and/or transferring of the convertible bonds;
(6) damages for fraud and/or deceit; and (7)
an order that the Defendants compensate the
Group in equity.
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NOTES TO THE FINANCIAL STATEMENTS

BB AR B 5

For the year ended 31 December 2017 HE =T —+F+—A=+T—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(@) Basis of preparation (Continued)

(i)

Oil production sharing contract (the
“Songliao Contract”) (Continued)

In March 2017, the Group obtained the legal
opinion from the Company’s lawyer in the PRC
stating that under the laws prevailing in the PRC,
all entities are innocent unless found guilty by
the Municipal Court. However, if the Songliao
Contract is found to be used to conduct illegal
trade by top management, the Songliao Contract
can be invalidated through the Supreme People’s
Court. According to the Contract Laws of the
PRC, when a contract becomes invalid or is
rescinded, any property obtained under the
contract shall be returned. In the circumstances
when the return of properties is impossible,
compensation shall be made at an estimated
price for the loss caused by the defaulted parties.
As a party of the Songliao Contract, the Group
is entitled to either enter into arbitration or to
file civil legal action to rescind or invalidate the
Songliao Contract and seek compensation from
the defaulted parties. As there was no progress
before the date of authorisation for issue of
the Group's financial statements for the year
ended 31 December 2016, and there was no
adjudication in respect of the Charge, it was not
possible to estimate the outcome on the Group's
oil production business and financial position,
arising from the Charge for the year ended 31
December 2016.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EAREHHE®L &)
POLICIES (continued)

(a) Basis of preparation (Continued) (a) WmEEE (&)

(i) Oil production sharing contract (the (i) EHEBRELY ([HE
“Songliao Contract”) (Continued) &#1) (#)
In December 2017, the Group received a legal RZE—tF+-A A&
letter from the representative lawyer of Mr. B AR E 2 RIBEAD 3
A that the Charge was acquitted after the RZIER R IEEMBUE
Municipal Court had issued the first adjudication bt &Mz 51 2 8 IR#R
of the Charge. As Mr. A is not found guilty in & ZIEEFREBTKIL |
respect of the Charge, the Songliao Contract AT & B2 IR B4 R E &
should continue to be valid to the Group and FONMEESOHAEESE
the Group is able to carry out business relating BEW RNEBSARRR
to the oil production as stipulated under the FEAEHTHRERNEHIEB
Songliao Contract without the questioning ¥% mMIAEREHNZEN
of its validity. On that basis, after taking the Mo BERI - BT RAR
legal advice from the Company’s legal advisers, AERBEZEREER®E
on 4 January 2018, the Company reached a RZZE-NF—AEA =K
settlement with the Defendants pursuant to NGIES SN =3 1
which the Company will apply to the Grand bt A QR mASES K
Court of the Cayman Islands (the “Cayman Ebr (TR E%]) BE K
Court”) for discontinuance of the litigation, IEEFAA EITEEIEEH S
as a result of which the injunction order and RRARZAGHGHAITER R
the Company's undertaking are expected to be RERRR - B E AT BT
discharged in the foreseeable future such that REIEESAEMFTREE
the Defendants should no longer be restrained RERD KRR - HR
from disposing of, encumbering or otherwise BRI KR B IR A7) 2% <7 EE
dealing with or diminishing the value of, and/ BESEREERE &%
or exercising any rights or powers (including TR E S (B
but not limited to voting rights in general and/ ERABAE R KR
or extraordinary meeting(s) in respect of, and/ BRARIRERE R, IR
or entering into any agreement to effect any FRIAEg EREZERN R
transaction in relation to, the consideration S RET AR B S R R
shares and the converted shares). Up to the date B R AR5 2 A 32
of authorisation for issue of the Group's financial SEN) BEEARKEGE
statements, the application of discontinuance WMERERENEZA AR
of the litigation to the Cayman Court is still in S ERBRIEFAZ BE
progress. TITEHEITHR -
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NOTES TO THE FINANCIAL STATEMENTS

bR

For the year ended 31 December 2017 HE =T —+F+_A=+T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(@) Basis of preparation (Continued)

(i)

Oil production sharing contract (the
“Songliao Contract”) (Continued)

Included in the consolidated statement of
financial position as at 31 December 2017 are
property, plant and equipment, intangible assets
and net deferred tax liabilities with carrying
amounts of approximately HK$6,977,000 (2016:
HK$25,696,000), HK$217,769,000 (2016:
HK$389,084,000) and HK$3,974,000 (2016:
HK$47,497,000) respectively. The property,
plant and equipment and intangible assets are
collectively referred to as the "“Oil Production
Assets”. The Oil Production Assets relate to the
operation of oil production business, pursuant
to the Songliao Contract, entered into with the
State-owned Enterprise to develop and produce
crude oil in Liangjing Block on Songliao Basin in
Jilin, the PRC, details of which are set out in note
35.

As at 31 December 2017, the directors of the
Company estimated the recoverable amount
of the cash-generating unit to which the Oil
Production Assets belong (the "Qil Production
CGU"). As the carrying amounts of the Oil
Production CGU exceeded its recoverable
amount, impairment losses of approximately
HK$170,710,000 (2016: HK$166,938,000) and
HK$5,469,000 (2016: HK$11,024,000) were
recognised for the year ended 31 December
2017 on intangible assets and property, plant
and equipment respectively.

3.

BEAREFTHEBL &)
(a) wBEE(#)
() EHEBHRZLLN ([HE

BERERREERERAT / —T—LFFR 77

g4 (&)

—F -ttt A=1—
HezmaWBHRixknA
HEEREEES A AL
6,977,000/ 7t (ZF — X
% :25,696,000/8 7T ) »
217,769,000 7Tt (= =
— 7% :389,084,000/%
J0) }.3,974,0008 7T (= F
— N4 147,497,000 7T)
ZE-BEREE B
BEREEHEREFHE-
mE - -BERRBERELE
ERBAIEREE] R
BB 2] L AR E
MR E 2 b W [ 58 e B
MEERBZREGL B
MEBEDMRERERZE
B B BEHERHE3S -

RZZE—+tF+=—A=1+—
H AQRRESEGE
HMEEMBRSEL BN
(IEHMBRESELEEMN])M
kB SE-ARERR
SELBEMMERERR
HakpeE #z2_F%
—+E+-A=+—81t
FERBEEERDE B
B R MBS B R E B
1B #9170,710,0005 7T ( =
T — N4 1 166,938,000/
7T ) %5,469,000/ 5t (=
T — X% 11,024,000
JL) °



NOTES TO THE FINANCIAL STATEMENTS
W3 R & M

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

BERXESTHREME @)

(a) WREE(#)

(a) Basis of preparation (Continued)

(i) Oil production sharing contract (the (i) EHEBRELY ([HE

“Songliao Contract”) (Continued)

In estimate the recoverable amount of Oil
Production CGU, having taken into account
of the legal letter from Mr. A’s representative
lawyer, (2016: legal opinion from Company's
lawyer in the PRC), the directors of the Company
consider that the Songliao Contract continues
valid, thus the Group's oil production business
will continue in operation throughout the
Songliao Contract period and will be executed
as planned since as at the date of authorisation
for issue of the Group's financial statements,
there is no longer any charge by any prosecution
authority that would lead to the State-owned
Enterprise to impose any potential claim or
to question on the validity of the Songliao
Contract.
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NOTES TO THE FINANCIAL STATEMENTS

bR

For the year ended 31 December 2017 HE =T —+F+_A=+T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(@) Basis of preparation (Continued)

(i)

Going concern basis

The consolidated financial statements have
been prepared on a going concern basis
which notwithstanding that (i) the Group
incurred a loss of HK$201,430,000 (2016:
HK$200,964,000) during the year; (ii) as
at 31 December 2017, the Group had net
current liabilities of HK$1,075,777,000 (2016:
HK$353,127,000); (iii) as at 31 December
2017, included in current liabilities was
the total outstanding construction costs of
HK$484,044,000 (2016: HK$420,716,000),
that are required to repay within one year
after the reporting date, in which amounts of
HK$403,946,000 (2016: HK$319,177,000) and
HK$80,098,000 (2016: HK$101,539,000) are
recognised under other payables (note 25) and
other borrowings (note 28) respectively and
the capital commitment for construction cost
was HK$3,078,000 (2016: HK$154,466,000)
(note 40); and (iv) as at 31 December 2017,
included in current liabilities was other
borrowings of HK$30,054,000 (2016: bank
and other borrowings of HK$49,370,000 and
HK$28,169,000 respectively) that was overdue
for repayments (notes 27 and 28). 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, that it may be unable to
realise its assets and discharge its liabilities in
the normal course of business. The directors of
the Company have prepared the consolidated
financial statements based on a going concern
on the assumptions that:

3.
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NOTES TO THE FINANCIAL STATEMENTS
3 3R & M

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EAREHEEL (F)
POLICIES (continued)

(a) Basis of preparation (Continued) (a) wEEE (@)
(i)  Going concern basis (Continued) (i) HEEEEE(EF)

(a) the Group will settle the outstanding
construction costs of HK$198,408,000
in the coming twelve months after the
reporting period. For the remaining
balances of total construction costs,
based on the good relationship with the
contractors, the contractors will extend
the repayment dates over twelve months
after 31 December 2017; and

(b) the lease of oil and liquefied chemical
terminal is expected to be fully executed
in the first half of 2018 in accordance
with the terms and conditions of the
lease agreement. The Group obtained the
formal permit for operation of port in
March 2018 to replace its trial operation
permit.

As disclosed in note 47(b), on 22 January 2018,
the Company entered into a placing agreement
with a placing agent, pursuant to which the
placing agent has conditionally agreed to place,
up to an aggregate of 609,940,000 new placing
shares to not less than six placees at a price of
HK$0.143 per placing share (the “Placing”). The
Placing was completed on 14 February 2018 and
net proceeds from the Placing, after deducting
the related expenses incurred during the Placing,
are approximately HK$85,100,000. As stated
in the Company’s announcement dated 14
February 2018, an amount of approximately
HK$63,300,000 out of the above net proceeds
will be used to repay liabilities of the Group.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =%

—tF+-RA=t+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(@) Basis of preparation (Continued)

(i)

Going concern basis (Continued)

After taking into account the above measures,
the directors of the Company consider that the
Group can meet its financial obligations as and
when they fall due in the foreseeable future and
believe that the Group will continue as a going
concern and consequently have prepared the
consolidated financial statements on a going
concern basis.

Should the Group be unable to continue in
business as a going concern, adjustments would
have to be made in the consolidated financial
statements to reduce the values of the assets
to their estimated realisable values, to provide
for any further liabilities which may arise and
to reclassify non-current assets and liabilities
as current assets and liabilities respectively.
The effects of these adjustments have not
been reflected in the consolidated financial
statements.
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NOTES TO THE FINANCIAL STATEMENTS
W3 R & M

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

(a) Basis of preparation (Continued)

(iii)  Loss of controls over assets of Qinghai
Forest Source Mining Industry Developing
Company Limited (“QHFSMI”) and Inner
Mongolia Forest Source Mining Industry
Developing Company Limited (“IMFSMI”)
and de-consolidating QHFSMI and IMFSMI

Ms Leung Lai Ching (“Ms Leung”)’s legal status
as director and legal representative in QHFSMI
and IMFSMI remained unchanged in the absence
of her cooperation

Ms Leung was a director and legal representative
of both QHFSMI and IMFSMI. In September
2009, the sole shareholder of QHFSMI and
IMFSMI (i.e. a wholly-owned subsidiary of the
Company) resolved to remove Ms Leung’s
capacity as director and legal representative of
both QHFSMI and IMFSMI with immediate effect.
However, the respective members of the board
of directors and legal representative of QHFSMI
and IMFSMI were not officially changed up to
the date of authorisation for issue of the Group’s
financial statements as Ms Leung, being the legal
representative, was not cooperative and failed to
provide the requested documents and corporate
seals.

82 Energy International Investments Holdings Limited / Annual Report 2017

BERXESTHREME @)

(a)

mRERE (&)

(iii)

KLY ESFRBEFEARE
RAA([EEHRE]) A
FORREREARERA A
(TAELHER])EEZ#Z
HER THSEERERA
EF-E Y-

REFLL ([RELE))IE
BESFERARERRZ
EERETEZERMNT
AR TE (e TS

RZLBRBTEHRREAR
BB CEERAERE
R-ZZFZNFNA FEK
R AR S FRIRME— R
(AARRRN—H 2 AN B
REDBRERRZTHAE
BEERREARGHRRZE
ERORERRBG AL
B AT BIOEERKRR
LT EA RARBERMAR
XHRARHE BERE
TBEAEEMEHREAS
BERREARGHRREE B
ZEEGKEB FEERRD
AREAE K-



NOTES TO THE FINANCIAL STATEMENTS

bR

For the year ended 31 December 2017 HE =T —+F+_A=+T—RHILFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(@) Basis of preparation (Continued)

(iii)

Loss of controls over assets of Qinghai
Forest Source Mining Industry Developing
Company Limited (“QHFSMI”) and Inner
Mongolia Forest Source Mining Industry
Developing Company Limited (“IMFSMI”)
and de-consolidating QHFSMI and IMFSMI
(Continued)

Transter of exploration licence without the
Company’s knowledge, consent or approval

The Group acquired QHFSMI from Ms Leung in
2007. QHFSMI was the holder of an exploration
licence, which conferred QHFSMI the rights
to conduct exploration work for the mineral
resources in the titanium mine at Xiao Hong
Shan in Inner Mongolia, the PRC. In 2010, the
board of directors of the Company discovered
that the exploration licence held by QHFSMI was
transferred to a company known as W5 & /MAL
URFRIEZE AR A A (in English, for identification
purpose only, Inner Mongolia Xiao Hong Shan
Yuen Xian Mining Industry Company Limited)
("Yuen Xian Company”) at a consideration of
RMB8&,000,000 (the “Change of Exploration
Right Agreement”) without the Company’s
knowledge, consent or approval. Ms Leung is
one of the directors and the legal representative
of Yuen Xian Company. Without the exploration
licence, QHFSMI no longer had the rights to,
among other things, carry out exploration of the
mineral resources of the titanium mine, access to
the titanium mine and neighbouring areas and
has no priority in obtaining the mining rights of
the titanium mine.
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NOTES TO THE FINANCIAL STATEMENTS
3 3R & M

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

(a) Basis of preparation (Continued)

(iij)  Loss of controls over assets of Qinghai
Forest Source Mining Industry Developing
Company Limited (“QHFSMI”) and Inner
Mongolia Forest Source Mining Industry
Developing Company Limited (“IMFSMI”)
and de-consolidating QHFSMI and IMFSMI
(Continued)

Final decision on the Change of Exploration
Right Agreement

As soon as the Group had discovered the loss
of QHFSMI’s exploration licence, the Group
commenced the legal proceedings against Ms
Leung for getting back the exploration licence.
In March 2016, the Company received the final
decision letter from the Qinghai Procuratorate
that the Change of Exploration Right Agreement
was invalid. As Yuen Xian Company had already
obtained the mining licence on the titanium
mine at Xiao Hong Shan in Inner Mongolia, the
PRC, the Group is now seeking for the legal
advices to resolve this matter.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a)

Basis of preparation (Continued)

(iii)

Loss of controls over assets of Qinghai
Forest Source Mining Industry Developing
Company Limited (“QHFSMI”) and Inner
Mongolia Forest Source Mining Industry
Developing Company Limited (“IMFSMI”)
and de-consolidating QHFSMI and IMFSMI
(Continued)

De-consolidating QHFSMI and IMFSMI

Given that (i) the discovery of the loss of
significant assets of QHFSMI; (ii) Ms Leung’s legal
status as director and legal representative in
QHFSMI and IMFSMI remained unchanged; and
(iii) the Group was unable to obtain the financial
information of QHFSMI and IMFSMI, the directors
of the Company considered that the Group had
no power over QHFSMI and IMFSMI, exposure,
or rights, to variable returns from QHFSMI and
IMFSMI and the ability to use its power to affect
those variable returns. The Group appointed the
PRC lawyers to handle the matters in regaining
its controlling power over QHFSMI and IMFSMI.
In the opinion of the directors of the Company,
the aforesaid legal proceedings have no material
impact on the financial position and operations
of the Group as the Group is still in the process
of regaining the controlling power over QHFSMI
and IMFSMI which had already been de-
consolidated since 2010.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b)

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31 December each year.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date that control ceases.

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.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated income
statement 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.
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NOTES TO THE FINANCIAL STATEMENTS

bR

For the year ended 31 December 2017 HE =T —+F+_A=+T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b)

Basis of consolidation (Continued)

Acquisition of subsidiaries or businesses is accounted
for using 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 non-controlling interests that
represent present ownership interests in the subsidiary
either at fair value or at the proportionate share of the
acquiree’s identifiable net assets. Acquisition-related
costs incurred are expensed unless they are incurred in
issuing equity instruments in which case the costs are
deducted from equity.

When the Group loses control of a subsidiary, 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
(i) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interests. 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.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b)

(c)

Basis of consolidation (Continued)

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 non-controlling
interests’ share of subsequent changes in equity. Total
comprehensive income is attributed to non-controlling
interests even if this results in 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.

In the Company's statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries are
accounted for by the Company on the basis of dividend
received and receivable.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =%

—tF+-RA=t+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(d)

Accounting for production sharing
contracts

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.

The Group classifies its interests in joint arrangements as

either:

(i) Joint ventures: where the Group has rights to
only the net assets of the joint arrangement; or

(i) 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:

(i) The structure of the joint arrangement;

(ii) The legal form of joint arrangements structured
through a separate vehicle;

(iii) The contractual terms of the joint arrangement
agreement; and

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

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

LUy

For the year ended 31 December 2017 HE =T —+F+=-A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e)

Foreign currency translation

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated
into the functional currency of the individual entity
using the exchange rates prevailing at the dates of the
transactions. At the reporting date, monetary assets
and liabilities denominated in foreign currencies are
translated at the foreign exchange rates ruling at that
date. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the
reporting date retranslation of monetary assets and
liabilities are recognised in profit or loss.

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 and are reported as part of the fair value
gain or loss. Non-monetary items that are measured at
historical cost in a foreign currency are not retranslated.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into HK$.
Assets and liabilities have been translated into HK$
at the closing rates at the reporting date. Income
and expenses have been converted into HK$ at the
exchange rates ruling at the transaction dates, or at
the average rates over the reporting period provided
that the exchange rates do not fluctuate significantly.
Any differences arising from this procedure have
been recognised in other comprehensive income and
accumulated separately in the exchange reserve in
equity.
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NOTES TO THE FINANCIAL STATEMENTS

bR

For the year ended 31 December 2017 HZ ==

—tF+RA=1+—RLFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e)

(f)

Foreign currency translation (Continued)

Goodwill and fair value adjustments on identifiable
assets acquired arising on the acquisition of a foreign
operation are treated as assets and liabilities of the
foreign operation and translated into HK$ at the closing
rates. Exchange differences arising are recognised in the
exchange reserve in equity.

When a foreign operation is sold, such exchange
differences are reclassified from equity to profit or loss
as part of the gain or loss on sale.

Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods, lease of
properties and the use by others of the Group’s assets
yielding interest, and dividends, net of rebates and
discounts. Provided it is probable that the economic
benefits will flow to the Group and revenue and costs,
if applicable, can be measured reliably, revenue is
recognised as follows:

(i) sale of crude oil is recognised from the Group’s
share of income (including cost recovery oil,
investment recovery oil and share oil) according
to the terms stipulated in the contract, details of
which are set out in note 35;

(ii) revenue from electricity and heat supply was
recognised upon the transmission of electricity
and heat to the customer;

(iii) rental income is recognised on a straight-line
basis over the respective lease terms; and

(iv) interest income is recognised on time proportion
basis using effective interest method.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(9)

(h)

Borrowing costs

Borrowing costs attributable directly to the acquisition,
construction or production of qualifying assets which
require a substantial period of time to be ready for
their intended use or sale, are capitalised as part of
the cost of those assets. Income earned on temporary
investments of specific borrowings pending their
expenditure on those assets is deducted from borrowing
costs capitalised. All other borrowing costs are
recognised in profit or loss in the period in which they
are incurred.

Capitalisation of borrowing costs ceases when
substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are
complete.

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 any impairment losses. Amortisation is
charged in other operating expenses in profit or loss and
is provided as follows:

- Exploration and evaluation assets under oil
production business is amortised on unit of
production method.

- Interests in oil production sharing contracts
under oil production business is amortised on
unit of production method.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

()

Sea area use rights

Upfront payments made to acquire the maritime space
held under an operating lease are stated at cost less
accumulated amortisation and any impairment losses.
Sea area use rights are amortised on straight-line
method over the terms of the right of use.

Property, plant and equipment

Property, plant and equipment (other than construction
in progress (“CIP") are stated at cost less accumulated
depreciation and any impairment losses. The cost of
an asset comprises its purchase price and any directly
attributable cost of bringing the asset to the working
condition and location for its intended use.

Other than oil properties, depreciation is provided to
write off the cost less their estimated residual values, if
any, over their estimated useful lives, using straight-line
method. The estimated useful lives are as follows:
Buildings The shorter of lease terms

and 29 years
Plant and machinery 10 to 15 years
Leasehold improvements, 3 to 10 years
furniture, office equipment

and motor vehicles
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

Property, plant and equipment
(Continued)

Depreciation on oil properties is provided to write
off the cost of oil properties using unit of production
method utilising only proved developed oil reserves as
the depletion base.

The assets’ estimated useful lives, depreciation methods
and estimated residual values are reviewed, and
adjusted if appropriate, at each reporting date.

Gain or loss arising on retirement or disposal is
determined as the difference between the net sales
proceeds and the carrying amount of the asset and is
recognised in profit or loss.

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. All other costs, such as repairs and
maintenance, are charged to profit or loss during the
financial period in which they are incurred.

CIP represents property, plant and equipment under
construction, which is stated at cost less any impairment
losses and is not depreciated. Cost comprises direct
costs incurred during the periods of construction,
installation and testing. CIP is reclassified to the
appropriate category of property, plant and equipment
and depreciation commences when the construction
work is completed and the asset is ready for use.

An asset is written down to its recoverable amount if
its carrying amount is higher than the asset’s estimated
recoverable amount.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(k)

V)

Prepaid land lease payments

Upfront payments made to acquire land held under
an operating lease are stated at cost less accumulated
amortisation and any impairment losses. Amortisation
is calculated on straight-line method over the term of
lease/right of use except where an alternative basis is
more representative of the time pattern of benefits to
be derived by the Group from use of the land.

Investment properties

Investment properties are interests in land and buildings
(including the leasehold interest under an operating
lease for a property which would otherwise meet the
definition of an investment property) held to earn rental
income or for capital appreciation or for both but not
held for sale in the ordinary course of business, use in
the production or supply of goods or services or for
administrative purposes. Such properties are measures
initially at cost, including transaction costs. Subsequent
to initial recognition, investment properties are stated at
fair value, which reflects market conditions at the end of
the reporting period.

Gains or losses arising from changes in the fair values of
investment properties are recognised in the profit or loss
in the year in which they arise.

Any gains or losses on the retirement or disposal of an
investment property are recognised in the profit or loss
in the year of the retirement or disposal.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(1

(m)

Investment properties (Continued)

When the Group holds a property interest under an
operating lease to earn rental income or for capital
appreciation, or for both purpose, the interest is
classified and accounted for as an investment property
on a property-by-property basis. Any such property
interest which has been classified as an investment
property is accounted for as if it were held under a
finance lease (see note 3(n)), and the same accounting
policies are applied to that interest as are applied to
other investment properties leased under finance leases.
Lease payments are accounted for as described in note
3(n).

Impairment of assets (other than
financial assets)

Property, plant and equipment, prepaid land lease
payments, sea area use rights, intangible assets and
interests in subsidiaries are subject to impairment
testing. All these assets are tested for impairment
whenever there are indications that the asset’s carrying
amount may not be recoverable.

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.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(m)

(n)

Impairment of assets (other than
financial assets) (Continued)

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 (“CGU") 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 CGU. A CGU 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.

Leases

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments.
Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a
lease.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(n) Leases (Continued)
Classification of assets leased to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and
rewards of ownership are classified as being held
under finance leases. Leases which do not transfer
substantially all the risks and rewards of ownership to
the Group are classified as operating leases with the
following exceptions:

- property held under operating leases that would
otherwise meet the definition of an investment
property is classified as investment property on
a property-by-property basis and, if classified as
investment property, is accounted for as if held
under a finance lease (see note 3(l)); and

- land held for own use under an operating lease,
the fair value of which cannot be measured
separately from the fair value of a building
situated thereon at the inception of the lease,
is accounted for as being held under a finance
lease, unless the building is also clearly held
under an operating lease. For these purposes,
the inception of the lease is the time that the
lease was first entered into by the group, or
taken over from the previous lessee.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(n)

Leases (Continued)
Assets acquired under finance leases

Where the Group acquires the use of assets under
finance leases, the amounts representing the fair value
of the leased asset or, if lower, the present value of the
minimum lease payments (the “Initial Value”), of such
assets are included in property, plant and equipment
and the corresponding liabilities, net of finance lease
charges, are recorded as finance lease liabilities.

Subsequent accounting for assets held under finance
leases corresponds to those applied to comparable
acquired assets. The corresponding finance lease liability
is reduced by lease payments less finance lease charges.

Assets under finance leases are depreciated the
same as owned assets

A sale and leaseback transaction involves the sale of an
asset and the leasing back of the same asset. The lease
payment and the sale price are usually interdependent
because they are negotiated as a package. If a sale and
leaseback transaction results in a finance lease, the
previous carrying value is left unchanged, with the sales
proceeds being shown as a liability.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(n)

(o)

Leases (Continued)
Operating lease charges as the lessee

Leases which do not transfer substantially all the risks
and rewards of ownership to the Group are classified as
operating lease. Where the Group has the right to use
of assets held under operating leases, payments made
under the leases are charged to profit or loss using
straight-line method over the lease terms except where
an alternative basis is more representative of the time
pattern of benefits to be derived from the leased assets.
Lease incentives received are recognised in profit or loss
as an integral part of the aggregate net lease payments
made. Contingent rentals are charged to profit or loss in
the accounting period which they are incurred.

Operating lease charges as the lessor

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.

Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost of coal was determined
using weighted average method. All other cost was
determined using first-in, first-out method. Net
realisable value is the estimated selling prices in the
ordinary course of business less the estimated costs
necessary to make the sale.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZ =%

—tF+-RA=t+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(p)

Financial assets

Recognition and measurement

The Group’s financial assets are classified as loans and
receivables and financial assets at fair value through
profit or loss. Management determines the classification
of its financial assets at initial recognition depending on
the purpose for which the financial assets were acquired
and where allowed and appropriate, re-evaluates this
designation at every reporting date.

All financial assets are recognised when, and only
when, the Group becomes a party to the contractual
provisions of the instrument. Regular way purchases
and sales of financial assets are recognised on trade
date. When financial assets are recognised initially, they
are measured at fair value, plus directly attributable
transaction costs.

De-recognition of financial assets occurs when the rights
to receive cash flows from the investments expire or are
transferred and substantially all of the risks and rewards
of ownership have been transferred.

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. These are subsequently
measured at amortised cost using effective interest
method, less any impairment loss. Amortised cost is
calculated taking into account any discount or premium
on acquisition and includes fees that are an integral part
of the effective interest rate and transaction cost.
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NOTES TO THE FINANCIAL STATEMENTS
3 3R & M

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

(p) Financial assets (Continued)
Recognition and measurement (Continued)

Financial assets at fair value through profit or loss
include financial assets 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.

Impairment of financial assets

At each reporting date, financial assets are reviewed
to determine whether there is any objective evidence
of impairment. Financial assets are 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 assets and that event has an impact
on the estimated future cash flows of the financial
assets that can be reliably estimated. Evidence of
impairment may include:

- 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; or

- it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(p)

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

Loss events in respect of a group of financial assets
include observable data indicating that there is a
measurable decrease in the estimated future cash flows
from the group of financial assets. Such observable
data includes but not limited to adverse changes in the
payment status of debtors in the group and, national or
local economic conditions that correlate with defaults
on the assets in the group.

If there is objective evidence that an impairment
loss on loans and receivables has been incurred, the
amount of loss is measured as the difference between
the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the
financial asset’s original effective interest rate (i.e. the
effective interest rate computed at initial recognition).
The amount of loss is recognised in profit or loss of the
period in which the impairment occurs.

If, in subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognised, the previously recognised impairment
loss is reversed to the extent that it does not result in a
carrying amount of the financial asset exceeding what
the amortised cost would have been had the impairment
not been recognised at the date the impairment is
reversed. The amount of the reversal is recognised in
profit or loss of the period in which the reversal occurs.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(q)

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 taxable 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.

An exception to the general requirement on determining
the appropriate tax rate used in measuring deferred tax
amount is when an investment property is carried at
fair value under HKAS 40 “Investment Property”. Unless
the presumption is rebutted, the deferred tax amounts
on these investment properties are measured using the
tax rates that would apply on sale of these investment
properties at their carrying amounts at the reporting
date. The presumption is rebutted when the investment
property is depreciable and is held within a business
model whose objective is to consume substantially all
the economic benefits embodied in the property over
time, rather than through sale.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(q)

(r)

(s)

Income taxes (Continued)

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

Cash and cash equivalents

Cash and cash equivalents include cash at bank and
in hand, demand deposits with banks and short-term
highly liquid investments with original maturities of
three months or less that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value. For the purpose of
the statement of cash flows presentation, cash and cash
equivalents include bank overdrafts which are repayable
on demand and form an integral part of the Group’s
cash management.

Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have
been issued. Any transaction costs associated with the
issue of shares are deducted from share premium (net
of any related income tax benefit) to the extent they
are incremental costs directly attributable to the equity
transaction.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(t)

Financial liabilities

The Group's financial liabilities include trade, bills and
other payables, accruals, bank and other borrowings,
amounts due to non-controlling shareholders, finance
lease liabilities and convertible bonds.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument. All interest related charges are recognised
in accordance with the Group’s accounting policy for
borrowing costs (see note 3(g)).

A financial liability is de-recognised when the obligation
under the liability is discharged, cancelled or expires.

Where an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and the recognition of a new liability,
and the difference in the respective carrying amount is
recognised in profit or loss.

Trade, bills and other payables, accruals and
amounts due to non-controlling shareholders

These are recognised initially at their fair value and
subsequently measured at amortised cost, using
effective interest method. The related interest expense is
recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(t)

Financial liabilities (Continued)

Convertible bonds that contain an equity
component

Convertible bonds that can be converted to share capital
at the option of the holder, where the number of shares
that would be issued on conversion and the value of
the consideration that would be received at that time
do not vary, are accounted for as compound financial
instruments which contain both a liability and an equity
component.

Convertible bonds that contain both financial liability
and equity components are classified separately into
respective liability and equity components on initial
recognition. On initial recognition, the fair value of the
liability component is determined using the prevailing
market interest rate for similar non-convertible debts.
The difference between the proceeds of the issue of
the convertible bonds and the fair value assigned to
the liability component, representing the call option for
conversion of the bonds into equity, is included in equity
as convertible bond equity reserve.

Liability component is subsequently carried at amortised
cost using effective interest method whilst equity
component will remain in equity until conversion or
redemption of the bonds.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(t)

Financial liabilities (Continued)

Convertible bonds that contain an equity
component (Continued)

When the bonds are converted, the convertible bond
equity reserve and the carrying value of the liability
component at the time of conversion are transferred to
share capital and share premium as the consideration
for the shares issued. If the bonds are redeemed, the
convertible bond equity reserve is released directly to
accumulated losses.

Transaction costs that relate to the issue of the
convertible bonds are allocated to the liability and
equity components in proportion to the allocation of
the proceeds. Transaction costs relating to the equity
component are charged directly to equity. Transaction
costs relating to the liability component are included
in the carrying amount of the liability portion and
amortised over the period of the convertible bonds
using effective interest method.

Borrowings

These are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of
the borrowings using effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least twelve months after the
reporting date.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2017 HE=—Z—+F+-_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

(t) Financial liabilities (Continued)
Finance lease liabilities

Finance lease liabilities are measured at initial value less
the capital element of lease repayments (see note 3(n)).

(u) Provisions and contingent liabilities

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past
event, and it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditure expected to settle the
obligation. All provisions are reviewed at each reporting
date and adjusted to reflect the current best estimate.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or
non-occurrence of one or more uncertain future events
not wholly within the control of the Group, are also
disclosed as contingent liabilities unless the probability
of outflow of economic benefits is remote.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(v)

Retirement benefits costs and short-
term employee benefits

Retirement benefits to employees are provided through
defined contribution plans.

Defined contribution plans

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the
“MPF Scheme”) under the Mandatory Provident Fund
Schemes Ordinance, for all its employees in Hong Kong.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to profit or
loss as they become payable in accordance with the
rules of the MPF scheme. Assets of the MPF Scheme
are held separately from those of the Group in an
independently administered fund. The Group’s employer
contributions vest fully with the employees when
contributed into the MPF Scheme.

According to the relevant regulations in the PRC, the
subsidiaries of the Group operating in the PRC are
required to participate in central pension schemes
operated by the respective local municipal governments,
whereby the PRC subsidiaries are required to contribute
a certain percentage of the basic salaries of their
employees to the scheme to fund their retirement
benefits. The scheme is responsible for the entire
pension obligations payable to the retired employees
and the Group has no further obligations for the actual
pension payments or other post-retirement benefits
beyond the employer contributions. Contributions under
the scheme are charged to profit or loss as they become
payable in accordance with the rules and regulations in
the PRC.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(v)

(w)

Retirement benefits costs and short-
term employee benefits (Continued)

Short-term employee benefits

Employee entitlements to annual leave are recognised
when they are accrued to employees. A provision is
made for the estimated liability for unused annual
leave as a result of services rendered by employees up
to the reporting date. Non-accumulating compensated
absences such as sick leave and maternity leave are not
recognised until the time of leave.

Share-based compensation

The Group operates equity-settled share-based
compensation plans for remuneration of its employees
and directors.

All employee services received in exchange for the grant
of any share-based compensation are measured at their
fair values. These are indirectly determined by reference
to the share options awarded. Their value is appraised
at the grant date and excludes the impact of any non-
market vesting conditions (for example, profitability and
sales growth targets).

For other goods or services received by the Group
in exchange for the grant of any share-based
compensation, they are directly measured at the fair
value of the goods or services received.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(w)

Share-based compensation (Continued)

All share-based compensation is recognised as an
expense in profit or loss over the vesting period if
vesting conditions apply, or recognised as an expense
in full at the grant date when the equity instruments
granted vest immediately unless the compensation
qualifies for recognition as asset, with a corresponding
increase in the share option reserve in equity. If vesting
conditions apply, the expense is recognised over the
vesting period, based on the best available estimate
of the number of equity instruments expected to
vest. Non-market vesting conditions are included in
assumptions about the number of equity instruments
that are expected to vest. Estimates are subsequently
revised, if there is any indication that the number
of equity instruments expected to vest differs from
previous estimates. No adjustment to expense
recognised in prior periods is made if fewer share
options ultimately are exercised than originally vested.

At the time when the share options are exercised, the
amount previously recognised in share option reserve
will be transferred to share premium. After vesting
date, when the vested share options are later forfeited
or are still not exercised at the expiry date, the amount
previously recognised in share option reserve will be
transferred to accumulated losses.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =%

—tF+-RA=t+—HLEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(x)

Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive directors
of the Company for their decisions about resources
allocation to the Group’s business components and for
their review of the performance of those components.
The business components in the internal financial
information reported to the executive directors of the
Company are determined following the Group’s major
product lines.

The Group has identified the following reportable
segments:

(i) QOil production;

(i) QOil and liquefied chemical terminal; and

(iii) Supply of electricity and heat.

Each of these operating segments is managed separately
as each of the product line requires different resources
as well as marketing approaches. All inter-segment

transfers are priced with reference to prices charged to
external parties for similar orders.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 BZ =%

—tFTA=T—RALFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(x)

Segment reporting (Continued)

The measurement policies the Group used for reporting
segment results under HKFRS 8 are the same as those
used in its financial statements prepared under HKFRSs,
except that finance costs, income tax and corporate
income and expenses which are not directly attributable
to the business activities of any operating segment are
not included in arriving at the operating results of the
operating segment.

Segment assets include all assets but corporate assets
which are not directly attributable to the business
activities of any operating segment are not allocated
to a segment, which primarily applies to the Group’s
headquarter.

Segment liabilities exclude corporate liabilities which are
not directly attributable to the business activities of any
operating segment and are not allocated to a segment.

No asymmetrical allocations have been applied to
reportable segments.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(y) Related parties

(a)

(b)

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

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

(i) has significant influence over the Group;
or

(iii) is a member of key management

personnel of the Group or the Company's
parent.

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

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

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

(iii) Both entities are joint ventures of the
same third party;

(iv) One entity is a joint venture of a third
entity and the other entity is an associate
of the third entity;
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NOTES TO THE FINANCIAL STATEMENTS
3 3R & M

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

(y) Related parties (Continued)
(b) (Continued)

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

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

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

(viii)  The entity, or any member of a group
of which it is a part, provides key
management personnel services to the
Group or to the parent of the Company.

Close members of the family of a person are
those family members who may be expected to
influence, or be influenced by, that person in
their dealings with the entity and include:

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

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

(iii) dependents of that person or that
person’s spouse or domestic partner.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

CRITICAL ACCOUNTING ESTIMATES AND

JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
rarely equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below:

()

(i)

Operating lease commitments — Group
as lessor

The Group has entered into commercial property lease
on its investment properties. The Group has determined,
based on an evaluation of the terms and conditions of
the arrangement, that it retains all the significant risks
and rewards of ownership of these properties which are
leased out on operating leases.

Estimated fair value of investment
properties

The Group appointed an independent valuation firm
to assess the fair value of the investment properties.
In determining the fair value, the valuers have used a
method of valuation which involves input of certain
estimates. The directors of the Company have exercised
their judgement and are satisfied that the method of
valuation is reflective of the current market conditions.
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(iii)

(iv)

Useful lives of property, plant and
equipment

Other than oil properties and CIP, the Group depreciates
its property, plant and equipment using straight-line
method over their estimated useful lives in order to
determine the amount of depreciation expenses to
be recorded. The estimated useful lives reflect the
directors of the Company's estimate of the periods that
the Group intends to derive future economic benefits
from the use of these property, plant and equipment.
The Group also performs annual reviews on whether
the assumptions made on useful lives continue to be
valid. Such reviews take into account the technological
changes, prospective economic utilisation and physical
condition of the assets concerned.

Impairment of receivables

The Group’s management reviews receivables on
a regular basis to determine if any provision for
impairment is necessary. Impairment loss on receivables
is established when there is objective evidence that
the Group will not be able to collect all amounts
due according to the original terms of receivables.
Allowances for impairment of receivables are
determined by management based on the repayment
history of its debtors and the current market conditions.
Significant financial difficulties of the debtor, probability
that the debtor will enter bankruptcy or financial
reorganisation, and default or delinquency in payments
are considered indicators that the receivable is impaired.
Management reassesses impairment of receivables, if
any, at the reporting date.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(v)

(vi)

Estimated impairment of intangible
assets and property, plant and
equipment

The Group assesses at the end of each reporting period
whether these is any indication that a non-financial
asset may be impaired. If any such indications exists,
the Group makes an estimate of the receivable amount
of the asset. The recoverable amounts of the CGUs
to which the asset is allocated are determined based
on value-in-use. These calculations require the use of
estimates about future cash flows, discount rate and
oil reserves. In the process of estimation, management
makes assumptions about future cash flow, costs and
oil reserves which related to the Oil Production Assets.
Details of impairment assessment are set out in note 18
to the financial statements.

Loss of Control on QHFSMI and IMFSMI

As described in note 3(a)(iii) to the financial statements,
as soon as the Group had discovered the loss of
QHFSMI's exploration licence, without the Company's
knowledge, consent or approval, the Group obtained
advice from its legal advisers. Given that (i) the discovery
of the loss of significant controls over QHFSMI; (ii) Ms
Leung’s legal status as director and legal representative
in QHFSMI and IMFSMI remained unchanged; and
(iii) the Group was unable to obtain the financial
information of QHFSMI and IMFSMI, the directors of the
Company considered that the Group had no power over
QHFSMI and IMFSMI, exposure, or rights, to variable
returns from QHFSMI and IMFSMI and the ability to use
its power to affect those variable returns. As the Group
is still in the process of regaining the controlling power
over QHFSMI and IMFSMI, the Group was still unable
to exercise of its power over QHFSMI and IMFSMI.
Accordingly, the directors of the Company consider
that it was inappropriate to consolidate the financial
statements of QHFSMI and IMFSMI into the Group for
the year and these two wholly-owned entities had been
de-consolidated since 2010.
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NOTES TO THE FINANCIAL STATEMENTS
3 3R & M

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

4. CRITICAL ACCOUNTING ESTIMATES AND 4, B ARESTHESTRHAE (&)

JUDGEMENTS (continued)

(vii) Amf#E 2 A5

(vii) Estimation of oil reserves

Oil reserves are key elements in the Company’s
investment decision-making process. They are also an
important element in testing for impairment. Changes
in oil reserves will affect unit of production depreciation,
depletion and amortisation recorded in the financial
statements for oil properties and intangible assets
related to oil production activities. A reduction in
oil reserves will increase depreciation, depletion and
amortisation (assuming constant production) and reduce
net profit. Oil reserve estimates are subject to revision,
either upward or downward, based on new information,
such as from developing drilling and production
activities or from changes in economic factors, including
product prices or development plans. In general,
changes in the technical maturity of oil reserves
resulting from new information becoming available from
development and production activities have tended to
be the most significant cause of annual revisions.

(viii) Taxation

The Group is subject to income taxes in Hong Kong
and the PRC. There are certain transactions and
calculations for which the ultimate tax determination
is uncertain during the ordinary course of business.
The Group recognises liabilities for anticipated tax
based on estimates of whether additional taxes will
be due. Where the final tax outcome of these matters
is different from the amounts that were initially
recorded, such differences will impact the income tax
provisions in the period in which such final tax liabilities
determination is made.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

4.

CRITICAL ACCOUNTING ESTIMATES AND

JUDGEMENTS (continued)

(viii) Taxation (Continued)

(ix)

Deferred tax assets are recognised only to the extent
it is considered probable that those assets will be
recoverable. This involves an assessment of when
those deferred tax assets are likely to reverse, and a
judgement as to whether there will be sufficient taxable
income available to offset the tax assets when they
do reverse. These judgements are subject to risk and
uncertainty and therefore, to the extent assumptions
regarding future profitability change, there can be a
material increase or decrease in the amounts recognised
in the consolidated income statement in the period in
which the change occurs.

Fair value measurement

A number of assets and liabilities included in the
Group's financial statements require measurement at,
and/or disclosure of, fair value.

The fair value measurement of the Group’s financial
and non-financial assets and liabilities utilises market
observable inputs and data as far as possible. Inputs
used in determining fair value measurements are
categorised into different levels based on how
observable the inputs used in the valuation technique
utilised are:

Level 1:  Quoted prices in active markets for identical
items (unadjusted);

Level 2:  Observable direct or indirect inputs other
than Level 1 inputs;

Level 3:  Unobservable inputs (i.e. not derived from

market data).
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(ix)

(x)

Fair value measurement (Continued)

The classification of an item into the above levels is
based on the lowest level of the inputs used that has a
significant effect on the fair value measurement of the
item. Transfers of items between levels are recognised in
the period they occur.

The Group measures investment properties and financial
assets at fair value through profit or loss at fair value as
at 31 December 2017. Detailed information in relation
to the fair value measurement are set out in notes 19,
22 and 43.

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 by the
directors of the Company, about the future outcome
of events or conditions which are inherently uncertain.
The directors of the Company 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 are set out in note 3(a)(ii) to the
consolidated financial statements, the Group has the
capability to continue as a going concern.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

5. REVENUE AND OTHER INCOME AND 5.
GAINS

The Group's principal activities are disclosed in note 1 to the
financial statements. Revenue from the Group’s principal
activities and other income and gains recognised are as follows:

W g K HAth W A K W s=

AEBEZETBEBRMBERER ZME1H
B-ARBEIBEXRB 2 WEREHREM
WA LW ZEHN T

2017 2016
HK$’000 HK$'000
—E—+F —E-RF
THET FHET
(Re-presented)
(&751)
Revenue W 2
Continuing operations HEREER
Sale of crude oil $HE R 20,192 18,762
Rental income from investment properties & & ¥ % 2 & WA 10,146 -
30,338 18,762
Discontinued operation ERIEEEEK
Supply of electricity and heat (note 11) £ EZE (FzE11) - 22,164
Other income and gains Hilg A R W&
Continuing operations HEKEXK
Bank interest income RAT A B U A 826 242
Other tax refunds HMFIaRE 1,002 392
Fair value gain on financial assets RESHAECHBEEN
through profit or loss NFEYE 2,290 -
Exchange gain, net HNEE 55 % R 2,757 =
Gains on disposal of property, HEME  WE R&ERE
plant and equipment 65 -
Sundry income FEBA 155 105
7,095 739
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NOTES TO THE FINANCIAL STATEMENTS
3 3R & M

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

6. SEGMENT INFORMATION 6. oEEH
The Group has identified its operating segments and prepared AEBEREBEEHAAEEETIEEERA
segment information based on the regular internal financial HREDHEREREB XD RmaT
information reported to management of the Group for their ZENHRBIALHBER B HE
decisions about resources allocation to the Group's business ENHERMRESEEN MAKBEEEE
components and review of these components’ performance. EITARRE 2 EB D DIRRAERE
The business components in the internal reporting to EEMERBRBEET AEECE B
management of the Group are determined based on the THWEDHE-

Group's major product and service lines. The Group has
identified the following reportable segments.

(a) the Oil Production segment represents the business of (a) EHNE EERES:
oil production;

(b) the Qil and Liquefied Chemical Terminal segment (b) MR R T RTEES R 5
represents the business of leasing of oil and liquefied EmmRREBEIaiEEERREST
chemical terminal, together with its storage and logistics RYIREBEBER &

facilities; and

(c) the Supply of Electricity and Heat segment represents (© HREMESE BREEERERE
the business of generation and supplying of electricity X oz ERFEREIEEE -
and heat. This segment was discontinued during the
year.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

6.

SEGMENT INFORMATION (continued)

THEEN (#)

There was no inter-segment sale and transfer during the year REATESHERZHEREE(ZF
(2016: Nil). —REF )
Continuing operations Discontinued operation
BREEEY BRLEBEER
0il and Liquefied Supply of Electricity
0il Production Chemical Terminal and Heat Total
i ARRERCIREE HREHRE @it
2017 2016 2017 2016 2017 2016 2017 2016
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ZB-tE | 22 F | Z8-tf | T F | 28-t§ | 2T F | Z8-tF | %
TER TR TER Tk TER Tn TR T
Reportable segment revenue: REDEYE:
From external customers RENERE 2 W 20,192 18,762 10,146 = - 22,164 30,338 40,926
Reportable segment (oss)/profit REHE (BR) /B3 (210,906) |  (207,784) (2,261) (6,397) (449) 1,299 (213.616) | (212,882)
Bank interest income FITMEMA 6 12 820 b)) 5 2 831 236
Reversal of impairment loss on ER TG L
property, plant and equipment AEEEEE - - - - - 15,349 - 15,349
Reversal of impairment loss on BRTHAEREL
prepaid land lease payments HEBEER - - - - - 2,179 - 2,179
Depreciation E (5,097) (5,544) (509) (426) - (8,737) (5,606) (14,707)
Amortisation of prepaid land lease T T3 EFUAH
payments - - - - - (646) - (646)
Amortisation of sea area use rights /35 {F A& - = (1,824) (2,446) - = (1,824) (2,446)
Amortisation of intangible assets BNEERY (1,023) (1,463) - - = = (1,023) (1,463)
Write-off of property, plant and nE BERRENH
equipment (13,051) - - - - - (13,051) -
Impairment loss of property, n% BERREZREER
plant and equipment (5,469) (11,024) - - - - (5,469) (11,024)
Impairment loss of intangible assets ~ EFEE 2 FEKE (170,710) (166,938) = = = = (170,710) (166,938)
Reportable segment assets RESBEE 279,993 475,448 1,695,735 1,239,197 - 108,566 1,975,728 1,823,211
Additions to non-current segment AEEERBAREEEM
assets during the year - - 510,091 617,260 - 754 510,091 618,014
Reportable segment liabilities RESEEE 247,908 267,706 1,144,879 810,551 - 107,915 1,392,787 1,186,172
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NOTES TO THE FINANCIAL STATEMENTS
3 3R & M

For the year ended 31 December 2017 HE =T —+F+=-A=+—HILFE

6. SEGMENT INFORMATION (continued) 6.

The totals presented for the Group’s operating segments
reconcile to the Group's key financial figures as presented in
the consolidated financial statements as follows:

THEER (&)

RAEBEZED M2 2 RS HERE
MBRRP2INAKEETENBEF
HEEmE:

2017 2016
HK$'000 HK$'000
—EF—tF —E-RF
FHET FAT
(Re-presented)
(&%)
Revenue Uﬁlﬁ
Reportable segment revenue and WE DBl &=
consolidated revenue 30,338 40,926
Loss before income tax BRFTEBHATEE
Reportable segment loss REDEEE (213,616) (212,882)
Segment loss/(profit) before income tax B & IF & ¥ 5%
from discontinued operation FiEBianEEE, Cafl) 449 (1,299)
Finance costs B 75 B AR (8.587) =
Other unallocated income HfbRHEEBKA 2,378 35
Other unallocated expenses (note a) HtRHBEMAZ (MiEa) (12,163) (31,510)
Consolidated loss before income tax FELEEBR
from continuing operations FriSHiRI4R & B 18 (231,539) (245,656)
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

6. SEGMENT INFORMATION (Continued) 6. DEER (@)
2017 2016
HK$°000 HK$'000
—EB—tE —E-RF
FTHET THET
(Re-presented)
(E5)
Assets BE
Reportable segment assets WEDHEE
— From continuing operations —RABBREER 1,975,728 1,714,645
— From discontinued operation —REBRILEEET - 108,566
1,975,728 1,823,211
Property, plant and equipment Y- BB R 59 49
Cash and bank balances e MRITER 575 7,520
Other corporate assets (note b) HiixEE (MiEb) 16,884 15,650
Group assets rEEEE 1,993,246 1,846,430
Liabilities =N
Reportable segment liabilities WmENEEE
— From continuing operations —REFELEER 1,392,787 1,078,257
— From discontinued operation —REERIEEEES - 107,915
1,392,787 1,186,172
Convertible bonds Al AR R 55 195,400 165,476
Other corporate liabilities EMbrXaE 34,319 29,500
Group liabilities rEBEBE 1,622,506 1,381,148
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6. SEGMENT INFORMATION (Continued) 6.
Notes:
(a) Unallocated expenses mainly included unallocated

administrative expenses.
(b) Other corporate assets mainly included unallocated financial
assets at fair value through profit or loss.

All revenue from external customers are located in the PRC
(domicile). Geographical location of customers is based on the
location at which the goods are delivered and the contracts are
negotiated and entered with the customers. No geographical
location of non-current assets is presented as substantial non-
current assets are physically based in the PRC.

Revenue from major customers is as follows:

THEER (&)

(a) APEAXETEBRERDEITHAX -

(b) HihbEBETZBERDERATE
SAABEZMBEE-

FAERBIINEERP ZWEELNFE (F
#) BPFEMBRIIBEEMAINER R
HEPHERERIT AN ZHERE D B \A
ABDERBDEEERMRPE Bt
EEJNERBEEMEMR -

o

KEXTEEFPZWMMT:

2017 2016
HK$'000 HK$'000
—E—tfF ZE—RF
FHERT FAET
Customer A (derived from the HFEA(RIRREMRDE)
Qil Production segment) 20,192 18,762
Customer B (derived from the Qil and EFEB (RN H @&
Liquefied Chemical Terminal segment) REE(E TS D 4E) 10,146 -
Customer C (derived from the EEC(RFERE R IEEEET)
discontinued operation) - 7,581
Customer D (derived from the ZED (RENRE R IEEEET)
discontinued operation) - 9,221
30,338 35,564
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7. FINANCE COSTS 7. HBAE
2017 2016
HK$’000 HK$'000
—EB—t& ZE—RF
TER FAT
(Re-presented)
(&E3))
Continuing operations FEREEK

Imputed interest on convertible bonds AERES 2 HEF L (FFE30)

(note 30) 30,924 26,634
Interest on bank and other borrowings IRITREAMERZFE 23,391 14,657
Finance lease charges BEHANER 28,839 1,041
Interest on amounts due to non- FEAT SEPERR IR R RRIE 2 7 &

controlling shareholders 4,034 2,771
Imputed interest on other borrowings HUMERZHENE - 2,411

87,188 47,514
Less: Amount capitalised* B ERbeEEr (78,601) (47,514)
8,587 -

* Borrowing costs capitalised during the year arose on the specific

borrowings and general borrowing pool which are calculated
by applying a capitalisation rate of 10.88% (2016: 9.54%), to

expenditure on qualifying assets.

RENBRFREAMEERRNELH
BHEEBER—REBEHESG RAEXRL
th#&10.88% (=T —NF :9.54% )&
B ARBREENT -
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8.

LOSS BEFORE INCOME TAX

Loss before income tax is arrived at after charging the

following:

8. KRFEHAEE

BRATSHATEES B IA TSR

2017 2016
HK$'000 HK$'000
—E—tF —ZE-RF
FHET FAET
(Re-presented)
(&%)
Continuing operations BEQSEER
Depreciation e 5,624 5,988
Amortisation of sea area use rights V8 13 {50 A R 5
(note 17)* (HI&E17) * 1,824 2,446
Amortisation of intangible assets EEESN
(note 18)* (KzE18) * 1,023 1,463
Direct operating expenses arising EEXHSBAZIREMEEE Y
from investment properties that HELERX?
generated rental income* 4,525 -
Fair value loss on financial assets BRATFEFAESIMBEEZ
at fair value through profit or loss* NEEEE - 10,560
Auditor’s remuneration % EAD B & 1,178 1,093
Write-off of property, plant and WE - BB R E
equipment* 13,051 -
Loss on disposals of property, plant LEWME WERZEERE
and equipment - 28
Exchange loss, net P 3 B 1B R 5 - 3,509
Operating lease charges on land THREFZEEHOER
and buildings 5,453 4,720
Employee costs, including directors’ BINE BEEEMe
emoluments (note 13) (PFEE13) 17,003 20,824
* Included in “other operating expenses” in the consolidated i BEFtASREBER [HMEERT] -
income statement.
¥ Included in “selling and distribution expenses” in the # Dt AGAEERRZIHER D HFA

consolidated income statement.

Depreciation expenses of HK$3,623,000 (2016: HK$4,866,000
(re-presented)) and HK$2,001,000 (2016: HK$1,122,000 (re-

presented)) were included in cost of sales and administrative (

expenses respectively.

X]e

BB X3,623,0008 0 (ZFE—XF:
4,866,000 7T (E£7%1) ) &2,001,0007% 7T
T — /N4 1,122,000 7T (E5) )

AFFABHERARITRFAX -

130 Energy International Investments Holdings Limited / Annual Report 2017



NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &
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9. INCOME TAX CREDIT 9.

No Hong Kong profits tax has been provided for as the Group
had no estimated assessable profits arising in or derived from
Hong Kong for both years.

FriEBiiE %

HRAEERMEFESEEEBEHRN
EEEAGEERVEN  SYEREE
FMSBAE LB -

2017 2016
HK$'000 HK$'000
—E—+tF —E-RF
FET FAT
(Re-presented)
(&)
Continuing operations BREKEEL
Current tax — the PRC AR IE -
— Current year —AFE 12 17
- PRC withholding tax —H R 1,395 =
Deferred tax — the PRC FEER R —
— Current year (note 31) —AREEFE (HFE31) (41,086) (39,877)
Income tax credit FRefiE R (39,679) (39,860)

Branches of China Era in Beijing and lJilin, the PRC are subject
to PRC enterprise income tax at the tax rate of 25% (2016:
25%) for the year.

Pursuant to the PRC Corporate Income Tax Law, PRC Value-
added Tax Law and other related regulations, non-PRC-
resident enterprises are levied withholding tax at 10%, 6% and
various tax rate (unless reduced by tax treaties/arrangements)
respectively on interest receivable from PRC enterprises for
income earned since 1 January 2008. The Group has adopted
withholding tax rate of 10%, 6% and various tax rate on
corporate income tax, value-added tax and other taxes for PRC
withholding tax purpose during the year ended 31 December
2017.

FREERRPBEIERRENRZ S A AIRE
[EAR25% (= F — N4 :25% ) 2 B &
B B EMST

BEPBRCEMBRZE PRSERER
Hib @GN 8 22N \E—H—H
#8 - IEFP R R 1D 3 78 5t B Bk BB FE UL
PECENFEDBIE10% 6%k ZETR
RH R (RIERISIERLTHEL TR
BRON) 2 R BMTEINR - REBEZT—+
F+ZA=T—HLFE AEEREHN
FETENFEA10% 6% &K ZENEHE
R ZEMSH  BED REMBRERNTEN
&K
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9. INCOME TAX CREDIT (continued) 9. FBHRER @)
Reconciliation between income tax credit and the accounting RERAREAEZERELHEG T EE
loss at applicable tax rates: ZERRWT
2017 2016
HK$'000 HK$'000
—E—+tfF ZE—RF
FExT FAET
(Re-presented)
(&%)
Continuing operations BEQSEER
Loss before income tax W P15 B Al S 1B (231,539) (245,656)
Tax at the applicable rates to loss HRAPBBRIEAERZ
in the tax jurisdictions concerned EEREAMETE ZHIE (54,792) (57,060)
Effect of different tax rates of subsidiaries REM FIAEREE ~
operating in other jurisdictions MEARTERERNTE 1,395 =
Tax effect of non-taxable income ERMBAZ B E (1.412) 1,694
Tax effect of non-deductible expenses Nk %)“Lf%ﬁﬁzmﬁ‘“%’i“ 12,434 15,471
Tax effect of unrecognised temporary RERE R 2BB
differences 528 35
Tax effect of unrecognised tax losses AERMBEE T BT E 2,168 =
Income tax credit FrieBiE e (39,679) (39,860)
10. DIVIDENDS 10. BE
The board of directors of the Company did not recommend any ¢|9\1 CARFEFERZTIRMNEMARS
payment of dividends during the year (2016: Nil). (ZZE—RF )
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11.

—tF+-RA=t+—HLEFE

DISCONTINUED OPERATION

On 30 December 2015, the Group entered into the sale and
purchase agreement with the independent third party (the
“Purchaser”), pursuant to which the Purchaser has conditionally
agreed to acquire and the Group has conditionally agreed to
sell the issued shares and the sale loan of Sunlight Rise Limited
(together with its subsidiaries referred to as the “Sunlight
Group” engaged in the supply of electricity and heat) which
holds 60% equity interests in Shanxi Zhong Kai Group Lingshi
Heat and Power Limited at a consideration of HK$1,500,000
(the "Disposal”), details of which are set out in the Company’s
announcements dated 30 December 2015, 29 March 2016
and 12 October 2016 and the Company’s circular dated 17
February 2017. The Disposal was completed on 17 March
2017 (the “Disposal Date”) and constitutes a discontinued
operation under HKFRS 5 “Non-current Assets Held for Sale and
Discontinued Operations”
represented one of the major line of business of the Group.
net liabilities and cash flows of the Sunlight
Group were as follows:

as the supply of electricity and heat

Sales, results,

11.

CRIEREXK

R-ZF-—AFT-A=1+H AKEEE
VE=FZ ([BEADFILEERZ &t
BEhAERNRAEREMAKSBEE GRERE
HEAEARAR CEREKERRRE
F%E%@Jﬁ%ﬁ HE ZRAEFKE
WEFSEEER *ﬁ@ Al 260%

H%@%E%ﬁ%@&%%TM‘REE
1,500,000 T ([HEFHE]) - FEHR
AARAAZZE—RF+=-_A=+H"
ZE-RFE=ZAZTNBRZE—RF+
A+ZBZ2RMARERRRBERAE-E
—+tF AT LEHZBR HEFEN
E—+F=A++B(TEEBHES
A BRERCEE B R 5 2E R SB55% [ 4%
FHEZERDEERE RIRLER]
THREZERIEREXRG REZHEM
EERAEE —HFEZXKR FEEE
WIHE XB BREFERBERBRAN
T
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11. DISCONTINUED OPERATION (continued) 11.

(@) Analysis of the results of the
discontinued operation:

BRIEKEER &)
() CRURKBERIEXESD

i

Period from

1 January

2017 to the
Disposal Date 2016
HK$’000 HK$'000

B=-Z—tH

—B—HBEZE
& B 1L B R —E—RF
FHERT FHET
(Loss)/profit for the period/year B FRN (EBE), %5 (449) 4,832

Loss on disposal of subsidiaries LEKE R AEE (MEb)

(note b) (9.121) -
(9,570) 4,832
Revenue & - 22,164
Cost of sales SHE AR - (37,434)
Gross loss E18 - (15,270)
Other income Ha g A 5 19,805
Administrative expenses THAX (454) (6,384)
Other operating expenses HAth 48 & 2 = (807)
Loss before income tax W P15 B4 Al ES 1B (449) (2,656)
Income tax credit e g R - 7,488
(Loss)/profit for the period/year — Hi,/F R (&18) %7 (449) 4,832
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For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

11.

DISCONTINUED OPERATION (continued)

(b) Disposal of subsidiaries:

11. ERIEREER &)
(b) HEMEBLR:

HK$’000
FHT
Net liabilities disposed of: HEMNEEBEFE:

Property, plant and equipment (note 15) M RS R R (EE15) 31,796

Prepaid land lease payments (note 16) T LA EFIE (ME16) 4,516

Inventories & 2,047

Trade and other receivables FEWE 5 Rk H M ARIE 71,122

Cash and cash equivalents RekBReEEER 322

Trade and other payables EBRE S REMERIA (42,776)

Bank borrowings SRITIE K (51,531)

Amount due to the Group R AEEA A (81,388)

Amounts due to a non-controlling shareholder JE T FIE 13 AR IR 3R A RIB (16,519)

Non-controlling interests FE 122 I AR R = 22,532

(59,879)
Disposal of amount due to the Group HERNAEERE ([FEEXK])

(the “Sale Loan") 81,388
Release of exchange reserve upon disposal W B O] [E 5 iR R (10,888)
Loss on disposal of subsidiaries HEMBAREE (9,121)
Total consideration R{ERE 1,500
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11. DISCONTINUED OPERATION (continued) 11. CRLEREXER (&)
(b) Disposal of subsidiaries: (Continued) (b) HEMEBAR: (&)

HEERIERERBEEZRENR

An analysis of the net cash flow arising on disposal of

the discontinued operation was as follows: EFEITHOT:
HK$'000
FHET
Cash consideration ReRE 1,500
Cash and cash equivalents disposed of HEZRERBSSMEIER (322)
Net cash inflows arising from the LERBARELECRERAFE
disposal of subsidiaries 1,178

The carrying amounts of the assets and liabilities
of the Sunlight Group at the Disposal Date are
approximately HK$109,803,000 and HK$192,214,000
respectively. A loss of approximately HK$9,121,000
arose on the Disposal, being the proceeds of Disposal
of HK$1,500,000 less net asset value disposed of in
the amount of approximately HK$10,621,000, being
the net amount of (i) the Sale Loan of approximately
HK$81,388,000; (ii) the equity attributable to the
owners of the Sunlight Group of approximately
HK$59,879,000 (in negative); and (iii) the release of
the exchange reserve upon Disposal of approximately
HK$10,888,000. No tax charge or credit arose from the
Disposal.

For the purpose of presenting the discontinued
operation, certain comparative information on
consolidated income statement, consolidated statement
of cash flows and the related notes have been re-
presented as if the discontinued operation during the
year had been discontinued at the beginning of the
comparative period.
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For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

12.

(LOSS)/EARNINGS PER SHARE 12.

The calculations of basic (loss)/earnings per share attributable to

the owners of the Company are based on the following data:

R (ER) BF

AAREBARESRES (BR) /&
PRI IA T BUR S E

2017 2016
HK$'000 HK$’000
—E—tF ZE—RF
FTET FAET
(Represented)
(E5))
(Loss)/profit for the year attributable to  FAMNUFTEESRER (EE) &7
the owners of the Company for the ZARRNRHEE ANEEARFE
purpose of basic (loss)/earnings (E#8/) &7
per share
— From continuing operations —BEREER (178,056) (198,909)
— From discontinued operation — BRI ET (9,065) 8,938
(187,121) (189,971)
Number of shares g q= ‘000 000
F B F AR
Weighted average number of RUGTEERERN (FBEB) /&F
ordinary shares for the purpose of 2 EBRINKE T E
basic (loss)/earnings per share 3,834,905 3,834,905

The calculation of basic (loss)/earnings per share is based on the

(loss)/profit attributable to the owners of the Company and the

weighted average number of ordinary shares.

For the years ended 31 December 2017 and 2016, no
adjustment has been made to the basic (loss)/earnings per share

amount presented in respect of a dilution as the impact of the

convertible bond outstanding had an anti-dilutive effect on the

basic (loss)/earnings per share amount presented.

FEREX (BR) BN DREARD B HE
BRI (BR) 6 R K 8k ¥
BYGETE -

HE_ZT—tHFRkZZ—-—X"F+=A
=+ —HLEFE BRKRABRZATBRE
FHMEMN 2 BRER (BB B
HEAAEREEXE WEHHEEZ 2
BREAN (EBB) BiSHEELAZE-
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13.

14.

EMPLOYEE BENEFIT EXPENSE (INCLUDING 13. EERAMAX (BFEESMH
DIRECTORS’ EMOLUMENTYS) )
2017 2016
HK$’000 HK$'000
—E—tF —T—RF
FHET FAT
(Re-presented)
(&%)
Continuing operations BEREER
Wages, salaries and allowances TE& e &kER 24,152 30,746
Pension costs — defined contribution RRENA—EEHEFRIKE S
retirement plans 844 1,178
24,996 31,924
Less: Amount capitalised in W ERIBABREZ
construction in progress (note 15) &7 (Ms15) (7,993) (11,100)
17,003 20,824

DIRECTORS’ REMUNERATION AND FIVE

HIGHEST PAID INDIVIDUALS

(a)

14, EERINVESHFHALHNE

Directors’ emoluments ) EEMS
Salaries, Contribution
allowances to retirement
and benefits benefit
Fees in kind scheme Total
HK$'000 HK$'000 HK$'000 HK$'000
F& RUR EHREF
ue BUEA HE a3 -
FBT TR THERT FTHT
2017 —E-tf
Executive directors HITES
Ms. Wang Meiyan B3 (e - 739 - 739
Mr. Chan Wai Cheung Admiral [REE X4 - 650 18 668
Ms. Jin Yuping EMLL - 120 - 120
Mr. Lan Yonggiang EXx@is - 390 - 390
Independent non-executive BYFHITES
directors
Mr. Wang Jinghua THRERE 36 - - 36
Mr. Lee Hoi Yan Ty BLE 120 = = 120
Mr. Fung Lam Shan Bl k& 120 - - 120
276 1,899 18 2,193
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14. DIRECTORS’ REMUNERATION AND FIVE
HIGHEST PAID INDIVIDUALS (continued)

(a)

Directors’ emoluments (Continued)

14. EERIANVESHFHMALIHE
(4&)

(a) E=M= &)

Salaries, Contribution
allowances  to retirement

and benefits benefit
Fees in kind scheme Total
HK$'000 HK$'000 HK$'000 HK$'000
He ERR RIKREA
we EWEF BELETA @t
FHT THT FHET THAL
2016 ZE-RE
Executive directors BiTES
Ms. Wang Meiyan FEEMLL - 741 - 741
Mr. Chan Wai Cheung Admiral [RIEEX4E - 650 18 668
Ms. Jin Yuping EERLT - 120 - 120
Mr. Lan Yonggiang EoxEEE - 391 - 391
Independent non-executive BYFHTEE
directors
Mr. Wang Jinghua FTRELE 36 - - 36
Mr. Lee Hoi Yan FYBEE 120 - - 120
Mr. Fung Lam Shan L EE 120 - - 120
276 1,902 18 2,196

During the year, no emoluments were paid by the Group
to the directors of the Company as an inducement to
join or upon joining the Group, or as compensation for

loss of office (2016: Nil).

There were no arrangements under which a director
of the Company waived or agreed to waive any

remuneration during the year (2016: Nil).

FR AEELERAARAEET
MEMME  FRMAREEHR
B 2 BE S ERBEREE (=
T—RFE) -

FR UEEFAARAREEHER

RERREAME Lk (ZF
—REFE) e
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14. DIRECTORS’ REMUNERATION AND FIVE 14.
HIGHEST PAID INDIVIDUALS (continued)

(b) Five highest paid individuals

The five individuals whose emoluments were the highest
in the Group during the year included 1 director (2016:
2 directors) and their emoluments are included in
the above analysis. Details of the emoluments of the

EERIANREHFMALHE
(&)

(b) EUBEEFMAL

FA-AEELUGSFHALE
B-—RUEE (T —ARF MUE
B)BEZHEFB2ELXS
e M T (ZF—XRF:

remaining 4 (2016: 3) individuals during the year are as ZROATZBeFBERT:
follows:
2017 2016
HK$'000 HK$'000
—E—tF —E-RF
FHET FET
Basic salaries, housing benefits, ~ EAX#H % - EEEEL -
other allowances and AR R EWMEAF
benefits in kind 3,615 2,869
Pension costs — defined RIS RA - EBEHER
contribution retirement RIREFETE
benefit plans 18 18
3,633 2,887

Number of the remaining highest paid individuals whose

e FIATEE 28T &

emoluments fell within the following band is as follows: ATEBLT:
2017 2016
—E—tF ZE-RF
Nil to HK$1,000,000 Z 21,000,000/ 7T 2 1
HK$1,000,001 to HK$1,500,000 1,000,001 7c% 1,500,000/ 7T 2 2

During the year, no emoluments were paid by the Group
to the above highest paid individuals as an inducement
to join or upon joining the Group, or as compensation
for loss of office (2016: Nil).
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in these amounts represents property, plant and equipment
relating to the Oil Production CGU.

kY
15. PROPERTY, PLANT AND EQUIPMENT 15. W% BMERRE
Leasehold
improvements,
furniture,
Oil and liquefied office equipment
chemical Plant and and motor Construction
terminal Buildings Oil properties machinery vehicles in progress Total
HK§'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
AENERE.
BRR R BORE
HRLIREE £ Ry E BEREE RAE HEIR @it
TARL TR T TR TAL TR TARL
At 1 January 2016 RZE-AE-B-8
Cost Ak - 128,733 425733 301,258 21,40 320,386 1,203,530
Accumulated depreciation and impairment LHTERAE - (117,201) (381,238) (286,909) (25,649) (8,590) (819,587)
Net carrying amount FEFE - 11,532 44,495 14,349 1.1 311,7% 383,943
Year ended 31 December 2016 HE-Z-5E
TZR=t-BLEE
Opening net carrying amount FEREE - 11,532 44,495 14,349 1M 311,79 383,943
Additions AE = = = - 1,296 599,687 600,983
Disposals e - - = = (390) = (390)
Exchange differences EizE = (568) (3,209 (336) (107) (50,655) (54,875)
Depreciation it 3 = (4,146) (5,842) (4562) (176) = (14,726)
Impairment loss HEFE - - (10,641) - (279) (105) (11,024)
Reversal of impairment loss BORESE - 6,536 = 8,128 584 101 15,349
Closing net carrying amount EREAFE = 13,354 24,803 17,5719 2,700 860,824 919,260
At 31 December 2016 and 1 January 2017 R=F-A¥
+ZB=1-8Ek
“2-t5-f-8
Cost Ak - 120,005 396,870 280,908 26,346 869,513 1,694,142
Accumulated depreciation and impairment ZHRERAE - (106,651) (372,067) (263,329) (24,146) (8,689) (774,882)
Net carrying amount FEFE - 13,354 *24.803 17,579 *2,700 *860,824 919,260
Year ended 31 December 2017 HE-E-tF
TZRZT-HLEE
Opening net carrying amount ENEEFE - 13,354 24,803 11,519 2,700 860,824 919,260
Additions AE = = - - 4,004 366,431 370,435
Transfer from CIP BRAEEIR 1,291,826 - - - - (1,291,826) -
Disposals of subsidiaries (note 11) HENBAR (Fi11) - (13,527) - (16,823) (1,209) (231 (31,79)
Disposals e - - - - (112) - (112)
Write-off 6] - - (13,051) - - - (13,051)
Exchange differences EizE 2,665 173 4,003 (640) (1,575) 65,872 70,498
Depreciation (note 8) & (Mits) - - (4,855) (116) (653) - (5,624)
Transfer to investment properties (note 19) EREREANME (W9) (1,294,491) - - - - - (1,294,491)
Impairment loss HEFE - - (4,789) - (212) (468) (5,469)
Closing net carrying amount FREEFE - - 6,111 - 2983 59 9,650
At 31 December 2017 R-B-tE+=A=t-R
Cost 7 - - 432,949 319 28,598 8,126 469,992
Accumulated depreciation and impairment ZHERAE - - (426,838) (319) (25,655) (7,530) (460,342)
Net carrying amount FEFE - - *6,111 - 2,93 #59 9,650
* The balance of HK$6,977,000 (2016: HK$25,696,000) included FTAZE S A £26,977,0008 T

(ZZ— /X% :25,696,000/87C) AHiE
RIS ELBMARNYE BE &K

o
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For the year ended 31 December 2017 BZ =%

15.

—tFTA=T—RALFE

PROPERTY, PLANT AND EQUIPMENT
(Continued)

Buildings are located on the prepaid land lease payments
(note 16) in the PRC which was disposed upon disposal of
subsidiaries during the year (note 11).

Oil Production:

As a result of the closure of certain oil wells at the request of
the municipal government to protect the natural environment,
property, plant and equipment relating to the infrastructure
of the affected oil wells, of approximately HK$13,051,000
were written off during the year. During the year, provision for
impairment loss of oil properties, furniture, office equipment
and motor vehicles and CIP relating to the Oil Production
CGU of approximately HK$4,789,000 (2016: HK$10,641,000),
HK$212,000 (2016: HK$278,000) and HK$468,000 (2016:
HK$105,000) respectively, were recognised in profit or loss
to write down to their recoverable amounts due to the
accumulative decrease in the projected volume of drilling
and extraction and sales of crude oil, totaling approximately
HK$5,469,000 (2016: HK$11,024,000) (note 18(ii)).

Oil and Liquefied Chemical Terminal:

During the year ended 31 December 2017, the carrying
amount of CIP consists of an amount of approximately
HK$1,291,826,000 (2016: HK$860,373,000 were under
construction) relating to the Group's oil and liquefied chemical
terminal facilities located in the PRC, which together with
all necessary land-forming and reclamation construction
and facilities installation, were completed in late September
2017 and transferred to oil and liquefied chemical terminal
in property, plant and equipment. On the same date, this
amount was transferred to investment properties due to the
change of actual use at the time of commencement of the
lease. Additions during the year ended 31 December 2017
include capitalised interest and staff costs of approximately
HK$78,601,000 (note 7) (2016: HK$55,165,000) and
HK$7,993,000 (2016: HK$11,100,000) (note 13) respectively.

142 Energy International Investments Holdings Limited / Annual Report 2017

15.

ME BERSZE &)

@?fiﬁf\‘:?.z%fg\ﬁiiﬂlﬁiﬁ RIE (M RE
6) ERFRBHENBAT MM L E
(IKHEBHH o

A

HREBETHRAREAARENREM
HEAE TR ERFRMEET YA
FoERREER Y BRERRHL
13,051,000 - F A EHEEBRRETE
EBEMNERME KM HARERA
BHUAREREIREROREBERES NOE
4,789,000/ 7T ( —=ZF — 754 : 10,641,000
BIT) ~212,0008 (=T — K F:
278,000/ 7t ) % 468,000 7T (= F — X
4 :105,0007 70 )  Th A 18 25 B 5R LA HOR
ZHAWESE AEHERERBAREMN
NEOREE 2508 - & $£495,469,000%
7T (ZF—75% 111,024,000 ) (Kt
18(ii) ) °

A MR B T A5 ea

RNEBEE-_FTE—+t&F+=-_A=+—8H
TFERN ERIEREAERESHE
#91,291,826,0008 L (=& — R F:
860,373,000/ 7T & 11 7 ) B2 7K £ B 7 7
R EE R G R R T RIE B R R R
SR RERGERMEST I EER
BEERRRETEHER _T—+tFAN
ATEAERTEEBREYE  BE R&E
ZhamkBELtIRGE-RER Z&
HEEEREVE RERXHABHEER
HERRARRE REBEEZFT—tF+=
A=+ BLEEERAFEBEELRLF
s &%Iﬁizwﬁ%u 4978,601,0007% 7T (M
#$7) (ZZF— /X% :55,165,000% 7t) &
7,993,000/ 70 (== — 754 : 11,100,000
L) (FFEE13) -



NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

15. PROPERTY, PLANT AND EQUIPMENT 15. V¥ BERZE &)

(Continued)

As at 31 December 2016, property, plant and equipment of
approximately HK$169,921,000 were held under finance leases
(note 29).

Supply of Electricity and Heat (Discontinued operation):

For the purpose of impairment testing as at 31 December 2016,
the recoverable amount of property, plant and equipment
and prepaid land lease payments relating to electricity and
heat supply business (the “Electricity and Heat CGU") was
determined based on fair value less costs of disposal. It was
a non-recurring fair value which has been determined by
income approach, and was therefore within level 3 of the fair
value hierarchy. The key assumption used by management to
determine the fair value less costs of disposal was that sales of
the Sunlight Group (i.e. the Electricity and Heat CGU) at a cash
consideration of HK$1,500,000.

RIE-—REF+-A=+—H ®MEHEE
THREME  BE K& #E#)169,921,000%
7T (BEE29) -

REMHE (ERLERERT)

RRZE—ARF+ZA=+—HB2ZREA
HAME FHREHEER ([ATBHCE
EBA)ZME BEREEREMN
FAEFEN AR E S5 IR A T ER T EK
RETE - HBIFEEMAFE  THEBRA
EET AHERAFESHZEF =M
ERERAREEAFERBIEXN AN EE
RE& B ¥#1,500,0008 T2 e EBEHE
SEEE (MAETHEESELEN) -

2016

HK$'000

—E—RF

FHET

Consideration KRB 1,500

Less: Estimated cost of disposal B AET B KR (1,080)

Estimated fair value less cost of disposal st A FER LB A 420

Gross up by 60% (being the Company’s equity bR LA60%

interests in the Sunlight Group) (BNARRRMEAERE 2 RARER) 700
Less: Net liabilities of the Sunlight Group B AEEER_T—RF

as at 31 December 2016 TZA=t—HZzAEFH#E 16,828

Amount of reversal of impairment loss REEERLDSRE 17,528

BEFREBRREERERAA / —T—LFFR
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For the year ended 31 December 2017 HE =T —+F+=-A=+—HILFE

15. PROPERTY, PLANT AND EQUIPMENT
(Continued)

As a result, reversal of impairment loss of buildings, plant
and machinery, furniture and office equipment, CIP and
prepaid land lease payments (note 16) of HK$6,536,000,
HK$8,128,000, HK$584,000, HK$101,000 and HK$2,179,000
respectively were recognised in profit or loss to reflect their
recoverable amounts.

As at 31 December 2016, the carrying amount of property,
plant and equipment of approximately HK$31,796,000 was
under the Electricity and Heat CGU and was sold in March 2017
(note 11).

16. PREPAID LAND LEASE PAYMENTS

These represented the Group's interests in leasehold land and
land use rights in the PRC. Changes to the carrying amounts
presented in the consolidated statement of financial position
are summarised as follows:

15.

16.

ME BERSZE &)

At RIBSRERET M E RS
KRB ARG ERIREREMLIBHE
E5E (ME1e) 2 REEBBER D B
6,536,0007% 7T - 8,128,000/% 7T * 584,000
A 7T 101,000% 7T % 2,179,000 7T * A
RERZFIRE 2 A B &

RZE—RNE+-_A=+—H WE &
%&f %2 BREE 431,796,000 705 7
RERSELBEN (ERZE—EF=A
%Bzﬁ%)T(Bﬁafm

AN Lt EE R
RERERRASENTESE2HEEL

R M 2 s e R A ISR
KEJZEEESSHHAMT

2017 2016

HK$'000 HK$'000

—E—tF AN S

FExT FAT

Opening net carrying amount FHREFE 4,453 3,132
Exchange differences & H A% 63 (212)
Amortisation B - (646)
Reversal of impairment loss B EREEE - 2,179
Disposal of subsidiaries (note 11) HEMRBRAR (K1) (4,516) =
Closing net carrying amount FREREFE - 4,453

For the year ended 31 December 2016, reversal of impairment
loss relating to the Electricity and Heat CGU of HK$2,179,000
was recognised in profit or loss to reverse to their recoverable
amounts (note 15).
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MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

17. SEA AREA USE RIGHTS 17. BEERRE

2017 2016
HK$’000 HK$'000
—E—+F —E-RF
TER FHET
Opening net carrying amount FHREEFE 106,367 116,602
Exchange differences N =5 9,381 (7,789)
Amortisation (note 8) By (M5E8) (1,824) (2,446)

Transfer to investment properties EHREEREYE (KF19)

(note 19) (113,924) -
Closing net carrying amount FREEFE - 106,367
Current portion (included in BNERE Y (FTATANRIE e Kk

prepayments, deposits and Hofh pE YRR (i EE21) )

other receivables (note 21)) - (2,380)
Non-current portion FERNEAER & - 103,987

Sea area use rights were acquired through acquisition
of Shandong Shundong Port Services Company Limited
("Shandong Shundong”) in 2015 and represented prepaid
operating lease payments for maritime space in Shandong, the
PRC.

For the year ended 31 December 2016, sea area use rights was
assessed for impairment when facts and circumstances suggest
that the carrying amount of sea area use rights is less than its
recoverable amount.

As at 31 December 2016, the entire sea area use rights of
HK$106,367,000 were pledged for the Group's finance lease
liabilities (note 29).

During the year, the balance of HK$113,924,000 (note 19)
was transferred to investment properties due to the change of
actual use at the time of commencement of lease.

BEERAEDE BN T -RAFREBILR
IESREBER AR ([LRIER])ERE - T3
MR BEILRZ B2 B Z&LEOF

o
A °©

BHE-_T—XF+-A=+—HALEE"
EEFERBRABREEEREZREE
ERE AW E SRR - B RS
TR AE T A -

RZE—XF+-A=+—8" 28585
i FH#106,367,000/8 TRt AN E E 2 g &
HEaBEDER (ME29) -

A $4%E113,924,000/ 7T (M 5E19) &=

BERAME RETADHEEER
e D
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For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

* All intangible assets relate to the Oil Production CGU.
Notes:
(i) Exploration and evaluation assets

These are mainly classified from exploration and evaluation

assets arising from the Oil Production segment when the

technical feasibility and commercial viability of extracting the

oil resource had been determined and that the commercial

production commences are recognised initially at cost.
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18. INTANGIBLE ASSETS 18. BEEE

Exploration Interests in

and oil production

evaluation sharing
assets contract Total
HK$'000 HK$'000 HK$'000

(note (i) (note (ii)

BAR BEhHEBLE
FHEE ERZER o
THT FET FiEx

(B EEG)) (Bt (i) )
At 1 January 2016 R-ZE—~¥—H—8 633 557,188 557,821
Amortisation for the year (note 8) AEFHHE (f58) (14) (1,449) (1,463)
Impairment loss AEEBE (85) (166,853) (166,938)
Exchange difference BN Z 5 (336) = (336)

At 31 December 2016 and 1 January 2017 RZE-RE+ZA=T-HEK

B = 198 388,886 389,084
Amortisation for the year (note 8) AEEHE (K8) (12) (1,011) (1,023)
Impairment loss REEBE (266) (170,444) (170,710)
Exchange difference R EE 418 - 418
At 31 December 2017 RZZE—+F+=-A=1+—H 338* 217,431 217,769

PG T8 B B A 3R A AL AR

BRI EE

ZERENETERRAMERZ KM R
BEATERFIGEEEER  TEX
REEBMDBZHRLFGEEELTD
B ISR AN HERR



NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZ =%

—tF+-RA=t+—HLEFE

18. INTANGIBLE ASSETS (continued)

Notes:

(i)

(Continued)

Interests in oil production sharing contract

These were recognised at fair value on business combination
and are charged to profit or loss on unit of production method.
Details of the oil production sharing contract are set out in note
35.

For the purpose of impairment testing as at 31 December 2017,
the recoverable amount of property, plant and equipment,
exploration and evaluation assets and interests in oil production
sharing contract relating to the Oil Production CGU was
determined based on value-in-use calculations, which are
derived by using discounted cash flow analysis which adopts
cash flow projection for a period of 14 years up to 2031 (2016:
15 years up to 2031) with a growth rate of 3% (2016: 3%)
for direct cost and cash expenses. The growth rate reflects the
long-term average growth rate for the country in which the
entity of the Oil Production CGU operates. The pre-tax discount
rate used to determine the value-in-use in 2017 is 18% (2016:
18%).

In order to determine the recoverable amount of the Oil
Production CGU, management made reference to the valuation
report on the Group’s Oil Production CGU issued by APAC Asset
Valuation and Consulting Limited, an independent qualified
professional valuation firm together with other variables and
assumptions related to the operations. Key assumptions used
for discounted cash flow calculations are as follows:

BIEE (&)

BfeE: (&)

(if)

EREBRZTANOZES

ZERSEEREHZATFERR I
NEEBMEAEERNR - ERES
HEEQZFHBHRMI IS -

BR-ZE—+tF+-A=+—HZRE
BHEME FRERRESEEBUZY
¥~F%&ﬂﬁ\@§&ﬁmﬁﬁ&ﬁ
MEBEEZEHz ETZAIKES
RBRFEHBEETE ﬁfiﬁﬁﬁfﬂﬁimu
E“ﬁkﬁ:ﬁﬁﬁéﬁiﬁmﬁ%@
ET=—F T NFERE (2
FHEZ f*—¢¢+£¢%%>z
ﬁiw§%w~ﬁﬁﬁ$&ﬁﬁﬁiz
WREA3I% (ZTE—XRF:13%) K
%&%%Eﬁigiﬁﬁﬁﬁﬁﬁﬁﬁ
BRZRAFTHERE RZZT—+F
mu#iﬁ%%@Z%ﬁ%ﬁﬁ%%
18% (ZZF—RNF:18%) °

%#E?Eﬁé?iﬁﬁZﬂ%@ﬁ
ERE2EBUABABEXMGEER
%Eﬁééﬁﬁ&@ﬁﬁﬁﬂiﬁﬁ$
SEERRSELABL 2 HEREER
HthEREBNEHRRBRRMETE 4
BREREAENETERRMOT :

2017 2016

—E—+F —ZT—RF

Pre-tax discount rate R B A 3T IR X 18% 18%
Growth rate HRE 3% 3%

HERERREZRERA A

| Bt FFER
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For the year ended 31 December 2017 BZ =%

18.

—tFTA=T—RALFE

INTANGIBLE ASSETS (continued)

Notes:

(i)

(Continued)

Interests in oil production sharing contract (Continued)

Key assumptions also include budgeted gross margin based
on past performance, estimated crude oil reserve of technical
report and management expectations of market development.
The discount rate used is pre-tax and reflects specific risks
relating to these intangible assets.

During the year, total impairment loss of approximately
HK$176,179,000 (2016: HK$177,962,000) has been identified
for the Oil Production CGU and is charged pro rata to the assets
related to the QOil Production CGU. Impairment loss in respect
of property, plant and equipment, exploration and evaluation
assets and interests in oil production sharing contract of
approximately HK$5,469,000 (2016: HK$11,024,000) (note 15),
HK$266,000 (2016: HK$85,000) and HK$170,444,000 (2016:
HK$166,853,000) respectively, are recognised as expenses
in profit or loss as the assets’ carrying amounts exceed their
recoverable amounts.

As results of the accumulative decrease in the projected volume
of drilling and extraction and sales of crude oil, the carrying
amount of the Oil Production CGU has been reduced to its
recoverable amount of HK$224,746,000 (after impairment)
(2016: HK$414,780,000) as at 31 December 2017. Any adverse
change in the key assumptions used to calculate the recoverable
amount would result in further impairment losses.
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18.

BmILEE (@)

BfeE: (&)
(i) EMEBHRZTAN2ERS (&)
IERBNEBERBEBEREMEEZ

BEEMNR S HRE 2 GRS
REBEEMZTHER -ERFTR
RGBT RRREZERTVEAES
2 EERR-

FN EREARSELEMHIRE
BB A4 A176,179,0008 7 (=&
— N4 177,962,000 7T) IR H I
AABERERRSELEUZEE-
EAME BWMEREE MK RTGE
BEREBEBEZEHNZEZOR
B85 B4 /5,469,000 0 (=&
— 7N 111,024, 0005%7%) (Kt3E15) -
266,000/ 7T (= Z — /< : 85,000/
JL) %.170,444,000% 70 (Z T — <G :

166,853,000/ 7T ) * A& ERE E iR
MEATKEBSEMRERERARY -

HREHEFREAREURRAHEE
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For the year ended 31 December 2017 HZ =%

19.

—tF+-RA=t+—HLEFE

INVESTMENT PROPERTIES 19. REWZE
2017 2016
HK$’000 HK$'000
—2—-tF A=
TER FHET
Fair value AN¥E
At 1 January n—HA—H - -
Additions NE 3,049 -
Transferred from property, plant and HEamE BELRRE
equipment (note 15) (BI3E15) 1,294,491 =
Transferred from sea area use rights EE e GEEAE (ME17)
(note 17) 113,924 -
Fair value adjustment upon the REMPBEBARER 2 ERER 2
transfer recognised in other /A R
comprehensive income 88,536 -
At 31 December R+=ZH=+—8H 1,500,000 =
On 24 October 2016, the Group entered into a conditional RZE—RETAZ+NA AEHEHE—
lease agreement relating to oil and liquefied chemical BENE=ZFEITERGEEERZE AT
terminal with an independent third party, in which the MMM RE I TmIESE - Hp - A&FEA

rent payable by the lessee to the Group before value-
added tax is RMB125,000,000 (equivalent to approximately
HK$145,000,000) per annum and the initial term of the lease
is for five years running from 1 April 2017 to 31 March 2022
(subject to further renewals).

Due to the change of application procedures of permits in
second half of 2017, it resulted in further postpone of the
5-years lease period. Nevertheless, certain portion of the
port was able to rent out in late September 2017 under trial
permit for operation of port. In opinion of the directors of the
Company, there will be no legal impediment for obtaining of
the outstanding permits and licenses and it is expected that
full commercial operation of oil and liquefied chemical terminal
will start in the first half of 2018, subject to the grant of the
outstanding permits and licenses by then. The Group obtained
the formal permit for operation of port in late March 2018 to
replace its trial one.

The Company expects all leasing condition could be fulfilled in
first half of 2018 and the 5-years lease term for the entire port
under the Lease Agreement could be commenced accordingly.

BAASESEINBREERIAS AR
#125,000,0007T ( #8 & 7 #9145,000,000
) A —T—t+tEmE— Ak
TECCFZAZT—HUEVIFAEBRF
(Pl — &) -

HRZE—tFTIFRBREFREFELE
Hﬂﬁ BYRAFHE#E—FPER %ﬂﬁ
HAOBORBEOKLERAATE

—tFAATABEE AR 7%?.3@75’5‘
1 BUAS 1 AR RS A 57 0] I b AR 77 T 3 4 0%
ZER EHARERBLEIREENS
H B A8 & ISR & R A R ERIS A
AR RERBRER-_ZE-N\FL¥F2E
i - AEBER=_ZE—N\F=ZATARN

FSEXBOKLHATE RREARKEE
REAJEE

ARAREH MEHREKREER_-F—AN
FrLEFRER MEASHRET 2B
AMAFHRATRAAERS -
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For the year ended 31 December 2017 BZ =%

19.

—tFTA=T—RALFE

INVESTMENT PROPERTIES (Continued)

All of the Group’s property interests held under operating
leases (i.e. sea area use rights) to earn rentals or for capital
appreciation purposes are measured using the fair value model
and are classified and accounted for as investment properties.
Due to the commencement of the lease of the oil and liquefied
chemical terminal, the oil and liquefied chemical terminal under
the property, plant and equipment and the sea area use rights
transferred to investment properties on 30 September 2017
(the “Date of transfer”).

With respect of the passage of a short period of time, the
directors of the Company are of opinion that the change in the
fair values of the investment properties between the Date of
transfer and year ended date is considered as minimal.

The fair value measurement of the Group’s investment
properties as at 31 December 2017 have been arrived at
income approach carried out by APAC Asset Valuation and
Consulting Limited, an independent professional valuer who
holds a recognised and relevant professional qualification.

The fair value of investment properties is a level 3 recurring fair
value measurement. During the year, there were no transfers
into or out of level 3 or any other level. The Group's policy is
to recognise transfers between levels of the fair value hierarchy
as at the end of the reporting period in which they occur. A
reconciliation of the opening and closing fair value balances is
provided below:

REYE (@)

AEBERBEEBEOFAURRES KA
BEARREENZAAME#ER (AEEE

RE)TIERAATFERAFE ADER
RABRIIERE YR - R F 18 H Em &
RREBICIRISE  WE BB RREIN

MBEFERAETHRE TRISER -2
—+tFhLAZ+RA([EEAH] ) EEBE
"EWEH-

HRNEREBE—RERHE ARAREERR
REM¥EEBRANEFEARMZAT
BEEEMR-

AEBREMER— t¢+ H
=+—HZA EFTEJET&EH%E A
HEBEERZBIE iﬁfﬁﬁfﬁﬁﬁéﬁ
arfh REEAR AR RBEBAIERFL -

BREMENRAFERE=FLEERTE
AE-FA BEEASEHE=RNE
] Eo At AR 51 o AN S5 1B 2 BROSR AR 1A HE 3R 4 3
ZHRERRERARAFESRE z2ER -F
MEFBRRAFEEBHRZEROT:

2017

HK$'000

—E—+HF

FET

Opening balance (level 3 recurring fair value) FOEG (FZRMEEEAFEE) -
Initial recognition 15 TR 1,500,000
Fair value change NEEEE -
Closing balance (level 3 recurring fair value) FRER(F=ZHEFEQTE) 1,500,000

150 Energy International Investments Holdings Limited / Annual Report 2017




NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

19.

INVESTMENT PROPERTIES (cContinued)

Fair value as at 31 December 2017 is determined by applying
the income approach, using the discounted cash flow method,
based on the contractual rental value of the properties. The
valuation also includes the estimated terminal value at the end
of the projection period.

BREWE (@)

R_B—tF+=A=+—B2ZATED
REZSDE A WEEREERMAR
SREE EAMNEER EETEE
R R 2 f T A A

2017
Significant unobservable inputs BERTAERBAE —
Discount rate AL IR & 8%
Terminal yield Sl 3%

Under the discounted cash flow method, fair value is estimated
using assumptions regarding the benefits and liabilities of
ownership over the asset’s life including terminal value. This
method involves the projection of a series of cash flows on a
property interest. A market-derived discount rate is applied to
the projected cash flow in order to establish the present value
of the income stream associated with the asset. The terminal
yield is separately determined and differs from the discount
rate.

The duration of the cash flows and the specific timing of
inflows and outflows are determined by the lease period of
the lease agreement signed on 24 October 2016. The periodic
cash flow is estimated as gross income less non-recoverable
expenses, collection losses, lease incentives, maintenance costs
and other operating and management expenses if any. The
series of periodic net operating income, along with an estimate
of the terminal value anticipated at the end of the projection
period, is then discounted.

REMBRRSREZE A FEDEABRR
ERmMARNN AR AEBREEZS®
(BREEKEE)ETME -ZTESRY
MERGZ ERRTREZAR M5
TEZHAETERNBARSRE  UE
BYRBEEEBIBWARRZEE &K
W REHEFTEARNREEE

R RENFER B LORANR e A
BRDEAR-ZF—R"F+A-THBARS

MEEHEZERRE  EMRERER
AU A HIRR S AT IR Bl B 32 - W ER S 1R - AR
CRE HEERMEMKEENEER
et — RN ERKLEWAN TR ER
A RTEAMRERNREEEMGT SR
T OARGER
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For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

19. INVESTMENT PROPERTIES (Continued) 19.

A significant increase/decrease in the rental value in isolation
would result in a significant increase/decrease in the fair value
of the investment properties. A significant increase/decrease
in the discount rate in isolation would result in a significant
decrease/increase in the fair value of the investment properties.
Generally, a change in the assumption made for the rental value
is accompanied by a directionally similar change in the rent
growth per annum and the discount rate.

The fair value measurement is based on the above properties’
highest and best use, which does not differ from their actual
use.

All investment properties have been pledged to secure banking
facilities granted to the Group (note 27 (i)) and finance lease
liabilities (note 29) as at 31 December 2017.

REYE (@)

BEREAEEN B EEHBRE DR
AFERBEN, B HREEHAE
10 H S R RRAMERTFER R
L/ e — BT E AR BE R
BROSBYEIESFHERMREY
REUH MR-

AFEHEDER LAMEBIER RS
R (RAERARMAR) -

RZT—t+F+-_RA=+—B MERE
MEHEER URAKEERT 2RTT
BME(MF270)) EBEBREEE (M
29) KA -

20. TRADE AND BILLS RECEIVABLES 200 ERWEZSREREE
2017 2016
HK$'000 HK$'000
—E i —E—RF
FET FET
Trade receivables BUWE 5 ER1E 8,372 28,484
Bills receivables FE UL R - 220
8,372 28,704
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For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

20. TRADE AND BILLS RECEIVABLES (continued) 20.

The Group normally allows trading credit terms ranging from
30 days (2016: 30 to 120 days) to its established customers.
Each customer has a maximum credit limit. For certain
customers with long established relationship and good past
repayment history, a longer credit period may be granted. Trade
and bills receivables are non-interest bearing.

Ageing analysis of trade and bills receivables, based on the
invoice date, is as follows:

EWESRERERE &)

AEE—MRETERELBERZEF30H
ZEBSEEH(ZE—XF:30HE120
) BEEFPREFEELR -HETEE
URHABEBEABRIFERTHENERL T
FOUREBEEERRNEER -BRESHEK
BREBBEIW L -

EWEZEBARZBEREZZERQ R ZRE
DT

2017 2016

HK$'000 HK$'000

—E—+tF —E-RF

FTER FET

1 - 90 days 1£290H 8,372 10,418
91 — 120 days 91&120H - 47
121 - 365 days 121£365H - 80
Over 365 days 3658 A = - 18,159
8,372 28,704

At 31 December 2017 and 2016, there were no trade and bills
receivables that were individually determined to be impaired.
The Group did not hold any collateral over these balances.

Ageing analysis of trade and bills receivables that are past due
but not impaired are as follows:

RZBE—tFR =T —AR"F+_A=+—
A TERKZEZIEELRZEERNET A
BWE AEBWERZSEBFTEEME
o

ERARBERREZRKESRERRRLZ
FREC DT :

2017 2016

HK$'000 HK$’000

—Z—+tF —E—RF

TER FHET

Over 60 days past due but not impaired  #HI60H M E1B I KIFE - 18,239
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For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

20.

21.

TRADE AND BILLS RECEIVABLES (continued)

As at 31 December 2017, trade and bills receivables of
HK$8,372,000 (2016: HK$10,465,000) were neither past due
nor impaired. These related to customers for whom there was
no recent history of default.

As at 31 December 2016, all trade and bills receivables that
were past due but not impaired related to the local government
and were under the Electricity and Heat CGU (discontinued
operation). Based on past credit history, management believed
that no impairment allowance was necessary in respect of
these balances as there had not been a significant change in
credit quality and the balances were still considered to be fully
recoverable. The Group did not hold any collateral in respect of
these balances.

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

20.

21.

EWESZREREE &)

R-_FE—+F+=-A=+—H" 8,372,000
BT (ZF—7N4F 010,465,000/ 7T ) FEUR
ESERBERERTEAHARRE ZFR
BLhEFEEENCHRZERPAER-

RZE—RE+A=+—H 2@k
MARBEWEZRBERZEEREE M
BFER BNRASHERSEALEN
(BERIKEEB) BT -REBTEE
R AR GEEERTESEREHAEZSE
EHRDEREANRHERE Bt EREE
F BEAAZSHGTENERE -~&
E I Emp S AR AR E -

RANRIE RERHEMWEWRR
|

2017 2016
HK$'000 HK$ 000
—E—+tfF —E-RF
FHERT FAET
Current B HA
Prepayments TEfT FRIA 1,221 45,662
Deposits bi7aca 4,152 312
Other receivables (note i) o 4th e sk IE (B 5T 62,714 30,409
Current portion of unamortised REESH B EEREZ BNEE S
sea area use rights (note 17) (FFEE17) - 2,380
68,087 78,763
Non-current JEENHA
Deposits for construction in progress TRIBZES - 11,654
Deposits (note ii) & (KIEii) - 1,650
Other receivables (note i) H fth & Wk A (B R 66,116 3,737
66,116 17,041
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MR AR 5

For the year ended 31 December 2017 HZE =%

21.

22.

—tF+-RA=t+—HLEFE

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

Notes:

(i)

(i)

As at 31 December 2017, included in other receivables is a
receivable of HK$41,258,000 (2016: HK$6,600,000) from
an employee of a subsidiary of the Company who holds the
deposits on behalf of the Group for the pledge of bills payables
(note 25) which is authorised in accordance with the company
policy. The balance is refundable when the bills payables are
settled in 2018, and the remaining balances of approximately
HK$80,980,000 (2016: HK$25,538,000) is value-added tax
recoverable of which approximately HK$14,864,000 (2016:
HK$21,801,000) is under current assets and approximately
HK$66,116,000 (2016: HK$3,737,000) is under non-current
assets.

As at 31 December 2016, included in the amount was a
refundable deposit of HK$1,650,000 paid for the bank loan of
HK$165,257,000 (note 27) and was refunded when the bank

loan being repaid in January 2017.

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

These represented investments in the listed equity securities
held for trading purposes. The balances at the reporting
dates are stated at fair values which have been determined by
reference to their market prices at the reporting dates.

21.

22.

BANRIE REREMGERR

H (&)

B 5

0) RIZE—+F+_A=+—HB HAH
ﬂﬂﬁsﬂ&z*ﬁlﬁzfﬁﬁuﬁhlﬁm 258,000
7T (Z & — 74 16,600,000 7T ) 2K

BAAR—BHBARIZ —%IEE &
REAKEREERENER ZEFRH
=& (M&E25) - HDRBEA R RBK
B -ERRERNEBR S —N\FE
BEm TRE T4 #480,980,000

B (Z & — 7% 125,538,000 70)
ThR] Y el 5 E B - H AR 4914,864,000
B (ZZ—75%F 21,801,000 7T)

FIR MBI EEIE T  4966,116,00078 7T
(ZZT—/X%:3,737,000 B 7T) 5 R 3E
MEEEBT -

(ii) R-F—RNE+-A=1+—0 %&8
BERRITE *-T‘ 165,257,0005% 7T ( Fff
F27) XN Z AR B IR £1,650,0005#
T WREZBITEFRR -_T—tF—A
BB RIE -

URFEFABSRZMBEE

EZ%%EEUZ%E@E iEEs 2 &
%%T’E?&%ﬁﬁﬁf’ %EI 2 REIR A
TEZ%: 32155‘% RERIBEEB 2T
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For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

23. PLEDGED BANK DEPOSITS AND CASH 23. EEARTERAUARRERR
AND BANK BALANCES T&7
2017 2016
HK$'000 HK$'000
—E—tF A =
FHERT FHET
Cash and bank balances Re RRITET 5,699 190,393
Short-term deposits RHETFX - 5,500
Total cash and bank balances RE MBI ER NSRS R
as stated in the consolidated RITHETRE
statement of financial position 5,699 195,893
Short-term deposits with an original REEHR BB =l A 2 R ER
maturity of more than three months - (5,500)
Cash and cash equivalents for the REBINGEHERERZ
presentation of the consolidated RekREFEER
statement of cash flows 5,699 190,393
As at 31 December 2017, pledged bank deposits amounted RZE—+F+ZA=+—H BEHEH
to HK$51,360,000 (2016: HK$42,921,000) earned interest of RIT1F K B51,360,0008 L (=T — K<
1.3% to 1.56% (2016: 0.35% to 0.50%) per annum. Cash at 142,921,000 70) - B FFE1.3%=E
banks earns interest at the floating rates based on the daily 1.56% (=& — 7" :0.35%%0.50% ) &t
bank deposits rates. B RITHEFRES ARITEFERN LT
BFEE R -
As at 31 December 2017, included in the pledged bank RZTE—tF+A=+—80 KTK£EE
deposits and cash and bank balances of the Group were ERBOERARBERRITEFRER
approximately HK$51,360,000 and HK$4,514,000 respectively BRAPBEZRIBITAARKSTEZRITHE
(2016: HK$42,921,000 and HK$187,574,000 respectively) of 7% 5 B #151,360,0003% 7T &24,514,0005%
bank balances denominated in RMB placed with the banks in T (ZF—RF: 55 &R42,921,000/% 7T
the PRC. %187,574,000% 7T.) °
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For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

23.

24.

PLEDGED BANK DEPOSITS AND CASH
AND BANK BALANCES (continued)

RMB is not freely convertible into foreign currencies. Under the
PRC’s Foreign Exchange Control Regulations and Administration
of Settlement and Sales and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for
foreign currencies through the banks that are authorised to
conduct the foreign exchange business.

As at 31 December 2017, the Group pledged its bank deposits

of HK$51,360,000 (2016: HK$42,921,000) in order to fulfil
collateral requirements for bills payables (note 25).

TRADE PAYABLES

Trade payables were non-interest bearing and are normally
settled on 60 days (2016: 60 days) terms.

Ageing analysis of trade payables, based on the invoice date, is

23.

24,

BEEETERURREERE
T&F =)

ARBTEEE AR BINE - RIBHER
COMEEERP) k (HE - - EERMNE
EEBRE)  AKEAEBERELETI
EXEBZRITEARELIBAINE -

R-ZT—+tF+_A=+—H AEEHZ
R E SR 1777 351,360,000/ 7T (— T — X
£ :42,921,000% 70) LA B E N Z B K
R E Sk (MiFE25) °

BNEZKRE

ENESERBARENBERGA (=&
—NEFE:60H)NEE -

ENESERBEREERAHZREK DT

as follows: T
2017 2016
HK$°000 HK$'000
—E—+tF —ZE-RF
FRT FHT
1 - 90 days 1£290H - 2,068
121 - 365 days 121£365H - 1,174
Over 365 days 3658 A = - 7,225
- 10,467

As at 31 December 2016, all trade payables were under the
Electricity and Heat CGU and which was disposed in March
2017 (note 11).

R-ZE—RNFE+_A=+—8" FraEfH
BSREHIIRDEHERCEESN
(BER-ZZ—tE=ZAEE)ET (M
11) e
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For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

25. BILLS AND OTHER PAYABLES AND 25. BENEEREMENRIEUR

ACCRUALS FE 5T R I8

2017 2016
HK$'000 HK$'000
—E—+tfF —E-RF
FHET FAET
(Re-presented)

(&%)

Current: BOHA :

Construction cost payables FEAT IR EE A A 403,946 319,177

Deferred government grants R FE TR AT 46 B - 660

Bills payables (note i) e =4 (BT aEi) 92,618 55,000

Other payables H & 5R8 11,145 41,994

Amounts due to a shareholder (note i)  FEfF — & AR B Z I8 (FfFii ) 1,325 1,325

Other tax payables H b BT IR 4,681 8,407

Accrued salaries and pension costs st E & KRR E KA 17,015 16,606

Accruals FE 5T A 12,246 5,540

542,976 448,709

Non-current: JEBNHA :

Other payables (note iii) H b B 5178 (B EEiii) - 8,405

Notes: BffaE -

(i) As at 31 December 2017, bills payables included an amount of (i) R-_ZT—+tF+_A=+—8 &
HK$92,618,000 (2016: HK$55,000,000) which were secured NEBEBESBUNEEBRITER
by pledged bank deposits and other receivables amounting K E fth & U 5 1E51,360,0005%8 7T (=
to HK$51,360,000 (2016: HK$42,921,000) (note 23) and T — X% 142,921,000 0) (HiE
HK$41,258,000 (2016: HK$6,600,000) (note 21) respectively. 23) }%41,258,0008 T ( =& — N

6,600,000 L) (M &E21) &R Z
$©%892,618,0008 0L (=& — /RN F:
55,000,000/ 7T ) °

(ii) These are unsecured, interest-free and repayable on demand. (ii) ZEFEAEER  RENARENRE
..

(iii) As at 31 December 2016, other payables under non-current (iii) RZZE—RFE+ZA=1+—8 3Rk

liabilities were unsecured, interest-free and repayable in March WEBBEBETZHEMNRIEREIE

2018. B RERERZZ-—NEF=ZAEE-

158 Energy International Investments Holdings Limited / Annual Report 2017



NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZ =%

—tF+-RA=t+—HLEFE

26. AMOUNTS DUE TO NON-CONTROLLING

26. FE(FIEERBRERNIE

SHAREHOLDERS
2017 2016
HK$'000 HK$’000
—E—ifF —E-RF
TER FAT
Current: BIHA :
Due to non-controlling FERTFEIERR AR SR AZKIE (BT 5Ei)
shareholder A (note i) - 16,080
Due to non-controlling JE 1 e AR AR BB 5K I8 (P REN)
shareholder B (note ii) 5,872 66
Due to non-controlling FEAS FE4E AR AR SR BRI (B &Eiii)
shareholder B (note iii) 6,421 5,886
Due to non-controlling FEA FEFE R AR SR BRIA (BT 3Eiv)
shareholder B (note iv) 44,662 -
Due to non-controlling e IEFE AR AR B C3RIE (M REiv)
shareholder C (note iv) 17,858 -
Due to non-controlling JE - FEVERR AR SRDFRRIE (M EEiv)
shareholder D (note iv) 26,787 -
101,600 22,032
Non-current: JEENHER :
Due to non-controlling FEA IR AR AR BRBRUIA (B FEiv)
shareholder B (note iv) - 39,027
Due to non-controlling FEAS IEIRRR AR SR CEIB (i aEiv)
shareholder C (note iv) - 15,605
Due to non-controlling JE A< SEHE AR AR SRDFRIE (M 5Eiv)
shareholder D (note iv) - 23,407
- 78,039
Notes: B 5T
(i) This balance was unsecured, interest-free and repayable on (i) ZRREBHERSELEMIA T 2ERR

demand which was under the Electricity and Heat CGU and was
disposed in March 2017 (note 11).

(i) These balances are unsecured, interest-free and repayable on
demand.
(iii) These balances are unsecured, interest-free and repayable on

demand (2016: repayable on 29 December 2017).

(iv) These balances are unsecured,

interest bearing at 5% per

annum and repayable on 31 March 2018.

(if)

(iii)

(iv)

AERXR RERAREREER ER
ZTE—tF=AHEE (HE11) -

ZEREAEEAR RERARERE

ZERBFRAEBEER R RARERE
B(ZE—KRE R_F—tF+=A

EZ%%T‘%M%W RENK5%: A
& —NF=A=+—HEE-

BEFREBRREERERAA / —T—LFFR
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For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

27. BANK BORROWINGS 27. SRITER
2017 2016
HK$'000 HK$'000
—E—tF —E-RF
FET FET
Current BN HA
Bank loans, secured (notes i and ii) RITER BHEMA (MEiki) 68,984 49,370
Non-current JEENHER
Bank loans, secured (notes i and iii) SRITEZ A (M i Miii) 225,600 165,257
294,584 214,627
Notes: B &E
(i) These balances as at 31 December 2017 are denominated in (i) RZTE—tF+_A=+—80 %54

RMB, charged at a fixed interest rate of 6.5% per annum and
pledged by all investment properties of HK$1,500,000,000
(note 19). These are under the Oil and Liquefied Chemical
Terminal CGU.

(i) The balance as at 31 December 2016 was denominated in
RMB, charged at a fixed interest rate of 12.35% per annum,
guaranteed by an independent third party and was originally
due in 2015. This balance was related to the Electricity and
Heat CGU and was disposed in March 2017 (note 11).

(iii) The balance as at 31 December 2016 was denominated in RMB,
charged at a fixed interest rate of 14% per annum, guaranteed
by an independent third party and was repaid in January 2017.
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(i)

(iii)

FRAANRBEGHE - IREEFFE6.5%5
B B2 AR A& Y %1,500,000,000%
7C (PEE19) YRR - s AR DI h M
MBREBCTRIGERSELEENE -

R-B—RNE+-A=+—8 Z&8
AARBEGE  REEFFE12.35%
B CYHBIYE=AEER TREE
R-T—RFRH - LR EAT
ERESELSEMAR RZ2T—+tF=
R#EE (MaE11) -

RZTE—-—XNE+ZA=1+—8 #Z#&
BIAARKFHE  REEF N E14%5
B YHBIYE=AFEER AERK=
T-tE—-HAEE-



NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & M =

For the year ended 31 December 2017 HE=—Z—+F+-_A=+—HILFE

28. OTHER BORROWINGS 28. Hfhfg®
2017 2016
HK$000 HK$'000
—E—t& —E-RF
FTHET FAT
(Re-presented)
(&Z73))
Current: BOHA
Obtained from the independent BEBYE=ZF:
third parties:
Loan A, unsecured (note i) ERA R (5T 5,880 5,500
Loan B, unsecured (note i) BB | (M EE) 1,039 990
Loan C, unsecured (note i) BRC | (ML) 16,309 15,059
Loan D, unsecured (note i) BRD - | (i) 1,620 1,540
Loan E, unsecured (note i) EGRE - M (HEED) 1,090 1,197
Loan F, unsecured (note i) BEARF EEE (KRR 4,116 3,883
Loan G, unsecured (note ii) ERG mEA (T 10,939 =
Loan H, unsecured (note ii) EFH - | (P EEii) 2,940 =
Loan I, unsecured (note iii) BRI s (B i) = 40,370
Loan J, unsecured (note iv) B EmEE (M aEiv) 36,165 33,000
Loan K, unsecured (note v) BERK - #mIEA (HEy) - 26,235
Loan L, unsecured (note vi) Bkl EmEE (K sEvi) 12,725 =
Loan M, unsecured (note vii) EHM - R (MY sEvii) 5,058 -
Loan N, unsecured (note viii) ERN - (B sEviii) 61,075 =
158,956 127,774
Non-current: JEEDHR
Obtained from the independent BEBYE=F:
third parties:
Loan G, unsecured (note ii) BEG EEA (MEI) = 9,729
Loan H, unsecured (note ii) ERH - R (T - 2,787
Loan N, unsecured (note viii) BN EE R (M aEviii) = 31,128
Loan O, unsecured (note ix) B0 EIEHE (M Eix) 480 e
Loan M, unsecured (note vii) BRM - S (M) 556 =
1,036 43,644
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For the year ended 31 December 2017 HE =T —+F+=-A=+—HILFE

28. OTHER BORROWINGS (continued) 28.

Notes:

(i) These loans were interest-free and repayable on demand
as at the reporting dates.

(i) These loans are interest-free and repayable in July 2018.

(iii) This loan was charged at fixed interest rate of 5.072%
per annum and repaid on 31 October 2017.

(iv) This loan is charged at fixed interest rate of 15% per
annum and the repayment has been extended from
November 2017 to May 2018.

(v) This loan was charged at fixed interest rate of 3% per
annum and repaid in January 2017.

(vi) This loan is interest-free and repayable on demand.

(vii)  These loans are charged at fixed interest rate of 4.75%
per annum and repayable in 2018 and 2019.

(viii)  These loans include amounts of HK$32,648,000
(2016: HK$31,128,000) and HK$28,427,000 which are
borrowed from a related company of a non-controlling
shareholder, charged at fixed interest rates of 5% and
3.5% per annum and repayable in March 2018 and June
2018, respectively.

(ix) This loan is interest-free and repayable in 2019.
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Hu B @)

GEE

(i)

(i)

(iii)

(iv)

(vi)

(vii)

(viii)

(ix)

RERERBEAHEEREER-

BERER-_F-NFtAE

ME 3
o
cI

B EFEE N E5.072%5 2 DR
—E—+HF+A=+—HEE-

REEFME15%:T 2 B ERR
R-_TB—ttF+-AERE_Z
—N\FRRA-

REFFMNEI%FBALER
—tF-AEE

REBNEEREE-

WETEN KL T5%T 8 R ER =
E—NFR_ZT—NFEE-

BREEEA —RBEERBREZ —
IR E R R £ %832,648,000/8 T
(ZZF—7X%:31,128,00057T) &
28,427,000 7T * 7 BI|1% & & F F
$5%&35%#§'&//\mﬁ*
- NEFE=ZRARZFT-N\FAE
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For the year ended 31 December 2017 HZ ==

28.

29.

—tF+—RA=1+—RLFE

OTHER BORROWINGS (continued) 28. HERK #)
As at 31 December 2017, the weighted average interest rates RZZE—+F+_A=+—H0H ZFE
of the loans were 2.61% (2016: 5.56%) per annum. RO MEFAENERF261% (ZF—RX
F:556%) °
As at 31 December 2016, the Group has renegotiated the RZE—R"FE+ZA=+—0 KKEE
repayment terms with the lenders on loans G and H. The HERARERGRHENEEEEIKK -
directors of the Company considered that such revisions did not RARAEERR ZEFETATIREKNIE
represent a substantial modification of the original loan and @EAZJ?&E%??}( .ﬁta%*‘J%Eﬁ’;‘ﬂ%E&E
accordingly, the effective interest rates have been adjusted at AEHARE-
the date of modification.
FINANCE LEASE LIABILITIES 29. MEMAERE
2017 2016
HK$'000 HK$’000
—Z—+tF —E-RF
FTET FHET
Total minimum lease payments: BREEENRERE:
Due within one year N —F AR E 157,857 51,480
Due in the second to fifth years RE_ZFRFHNH 71,595 105,600
Due after five years REFEDH 5,953 -
235,405 157,080
Future finance charges on finance leases REEFE 2 KK FEE A (19,548) (25,080)
Present value of finance lease liabilities BEHEBEZRE 215,857 132,000
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For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

29. FINANCE LEASE LIABILITIES (continued) 29. RMEHERE @
2017 2016
HK$’000 HK$'000
—E—tF —E-REF
FET FAT
Present value of minimum BREEENRZRE:
lease payments:
Due within one year R—F A5 H 146,863 37,960
Due in the second to fifth years REBEZEFRFEE 66,747 94,040
Due after five years R AF&EH 2,247 =
215,857 132,000
Less: Portion due within one year BETARBAEET
included under current liabilities R—FERNBEZ 5D (146,863) (37,960)
Non-current portion included under TAERBABETZ
non-current liabilities FERNEAER &> 68,994 94,040

The Group entered into finance leases for investment properties
(2016: CIP) under the Oil and Liquefied Chemical Terminal
segment. The leases run for an initial period of one to three
years (2016: three years) and does not have any contingent
rental provisions. The Group has the right to purchase the
assets outright at the end of the minimum lease term by paying
a nominal amount.

The sea area use rights as included in the Group’s investment
properties are also classified as a finance lease and is included
in the above analysis. The lease runs for an initial period of 50
years and does not have any contingent rental provisions.

Finance lease liabilities are effectively secured by the underlying
assets as the rights to the leased asset would be reverted
to the lessor in the event of default by repayment by the
Group; investment properties (note 19); and paid-up share of
Shandong Shundong (note 37) (2016: CIP (note 15); sea area
use rights (note 17); and paid-up share of Shandong Shundong
(note 37)).
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For the year ended 31 December 2017 HE =T —+F+—A=+T—RHILFE

30.

CONVERTIBLE BONDS

CB2 and CB4

According to the sale and purchase agreements dated 8 July
2007 and 8 April 2008, zero-coupon convertible bonds with
face value of HK$400,000,000 (“CB2") and HK$380,780,000
("CB4") will be issued on the fifth business day following the
date of receipt of mining licence in respect of the underlying
mine. CB2 and CB4 are convertible into shares of the Company
at the conversion price of HK$0.60 and HK$0.25 per share
respectively. As mentioned in note 3(a)(iii), as the exploration
licence was transferred without the Company’s knowledge,
consent or approval, the Company is now seeking for legal
opinion on this matter.

CB6 and CB7

In December 2010, the Company issued zero coupon
convertible bonds (“CB6") in the principal amount of
HK$526,880,000 as a part of the consideration for the
acquisition of China International Energy. CB6 bore no interest
and was matured on 31 December 2015. Any CB6, which
remained outstanding on 31 December 2015, should be
converted automatically into the shares of the Company at the
conversion price of HK$0.08 per share (subject to the standard
adjustment clauses relating to share sub-division, share
consolidation, capitalisation issues and rights issues).

As a part of the consideration for the acquisition of China
International Energy, any CB7, which remained outstanding on
31 December 2015, should be converted automatically into the
shares of the Company at the conversion price of HK$0.08 per
share (subject to the standard adjustment clauses relating to
share sub-division, share consolidation, capitalisation issues and
rights issues).
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30.

CONVERTIBLE BONDS (continued)

CB6 and CB7 (Continued)

As described in note 3(a)(i), on 4 January 2018, the Company
reached a 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 holder of CB6 and CB7 should no
longer be restrained from completing and/or procuring the
conversion and/or transferring of CB6 and CB7.

CB8

In September 2015, the Company issued approximately
1,898,734,000 convertible bonds (“CB8") in the principal
amount of HK$300,000,000 due in 2018. CB8 are
denominated in HK$, unsecured, bear interest at 5% per
annum and will be matured on the date falling on the third
anniversary of the issue of CB8. Interest will be payable on
the maturity date. Neither the Company nor the holders of
CB8 may demand early redemption of the CB8 in any event.
CB8 are convertible into the shares of the Company at the
holder’s option before maturity at an initial conversion price of
HK$0.158 per share (subject to adjustments).

The fair value of the liability components of CB8 was calculated
using market interest rate for an equivalent non-convertible
bond. The residual amount, representing the value of the equity
conversion component, was included in convertible bond equity
reserve in the owners’ equity.
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For the year ended 31 December 2017 HE =T —+F+—A=+T—HILFE

30. CONVERTIBLE BONDS (continued) 30. ATRKRES (@)
CB8 (Continued) AR ESFEN\MES (&)
CB6, CB7 and CB8 recognised in the consolidated statement of RERE BB R NER 2 T RRES S
financial position are calculated as follows: AES TRREFELHESRATR
BEHFFE N \EHFEOT
CB6 CB7 CB8
HK$'000 HK$'000 HK$'000
AR ES AR ES AR ES
EAMES EEMES ENHES
FAET FHET FHET
Face value of convertible EETARKES CEHE
bonds issued 526,880 526,880 300,000
Proceeds of issue (fair value BT %
on initial recognition) (BRBERZATE) 342,557 342,557 300,000
Equity component mE D (342,557) (342,557) (87,358)
Liability component BEED = = 212,642
Movement of liability component EEHSEE

Movement of liability component for the years ended 31

HE-_Z—tER-_ZT—XF+_A

December 2017 and 2016 is as follows: T+ HUEFEZEAEBIEBHOT
2017 2016
CB8 CB8
HK$'000 HK$'000
—E—t&F —TE—XE
AR E S Al ¥R 1 5
FNMEHF FEHWEFH
FTHET Fi T
At 1 January Rn—A—H 165,476 141,450
Imputed interest expenses (note 7) HERNEER (HE7) 30,924 26,634
Interest paid 25 8 (1,000) (2,608)
At 31 December R+=—A=+—H 195,400 165,476
Current portion BVEREB 75 (195,400) (10,232)
Non-current portion FERNEAEL - 155,244
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For the year ended 31 December 2017 HE—Z—+F+-_A=+—HILtFE

30. CONVERTIBLE BONDS (continued) 30. ATRARES (&)
Movement of equity component ERHo&s
There is no movement of equity component for the years ended Bz —+tFR= 7\ ¢ +=A
31 December 2017 and 2016. =+ Eutifméé/\* """"" o
CB6 CB7 CB8 Total
HK$'000 HK$'000 HK$'000 HK$'000
ARRES TERES TERES
EAMES ELHES EN\MES @it
THT THT FHET TET
At 1 January 2016, R=-B-X"E-A—-A8-
31 December 2016, “B-AEtZA=+-H
1 January 2017 and “Z-tF-f-HEK
31 December 2017 —E-tf+-A=t-H 137,106 271,299 54,303 462,708
The fair value of the liability component of CB8 at the date RETH TRREFEN\BHEFEES
of issue amounted to approximately HK$209 million. Interest n 2 AN F{EX /209,000,000 7T © F| B &
expense was calculated using effective interest method with FA T3 R B BN ZOE LA T %18.5% 5 I 2
interest rate of 18.5% per annum to the liability component of BREFE)/ \MEHFBELSITE-

CB8.
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For the year ended 31 December 2017 HE =T —+F+—A=1T—RHILFE

31. DEFERRED TAX

Details of deferred tax assets and liabilities recognised and

31. EEHIR

REELBEFENCHIBELHBEE

movements during the current and prior years are as follows: ReEREZEHFENT:
Fair value Fair value  Undistributed
Accelerated adjustment adjustment profit of
capital on business on investment foreign
allowances  combination properties subsidiary Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EBatte RENEZ BINEARF
MEERRE NYERE NYERE R EH @it
TEL TR TR TER TR
At 1 January 2016 RZZ-R"¥-A-H 55,939 (164,799) = (7,488) (116,348)
(Charged)/credited to profit or loss (BB&EZINR)/
AR (2,706) 42,583 - 7,488 47,365
Exchange differences ERER (3,509) 1,705 - - (1,804)
At 31 December 2016 and RZE-—1F
1 January 2017 +ZA=+-Bk
ZE-t5-f-H 49,724 (120,511) - - (70,787)
(Charged)/credited to profit or loss (BBEERNR)/

(note 9) SFABER (Wi9) (2,160) 43,246 - - 41,086
Charged to equity for the year EENERMR - - (22,134) - (22,134)
Exchange differences EREE 2,820 (2,373) - = 447
At 31 December 2017 RZZB-tf

+ZA=1+-H 50,384 (79,638) (22,134) - (51,388)

For the purpose of presentation in consolidated statement of
financial position, the following is the analysis of the deferred
tax balances for financial reporting purposes:

MENGEEMBRRKRM S AT RHE
75 B SR T A H AR SE B TR AS R 0 AT

2017 2016

HK$°000 HK$'000

—E—tHF —E—RF

FTHET FAT

Deferred tax assets IREFITEE E 50,384 49,724
Deferred tax liabilities RIEHIEEE (101,772) (120,511)
(51,388) (70,787)
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For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

31.

32.

DEFERRED TAX (Continued) 31. EEHIE (&)
Pursuant to the PRC Corporate Income Tax Law, 10% BHE B ZEREHE - AP BK S 250
withholding tax is levied on dividends declared to foreign BrETRZBREBIRI0%Z T E MR
investment enterprises established in the PRC effective from EMH AT NF A —HRBAER-
1 January 2008. The Group is liable to withholding taxes on RNEBARZERPEK S 2 KB R R
dividends distributed by the subsidiaries established in the ZEENF-A—ABRELEZBNTmSIK
PRC in respect of earnings generated from 1 January 2008. ZREBREHNR - R_TE—+F+H
As at 31 December 2017, the Group's PRC subsidiaries are =t+—B AEEZHFENBARERR
in accumulated losses position and no withholding tax is FrEERRE R EEREME
recognised.
As at 31 December 2017, the Group has not recognised RZE—+tF+ZA=+—H K&KH
deferred tax assets in respect of the loss of HK$59,883,000 I #% 559,883,000 T 2 1B (= ZF — X
(2016: HK$49,776,000) as it is not probable that future taxable 149,776,000 70 ) RIELER B E E -
profits against which the loss can be utilised will be available R EERIERNEE R R B MERARKD
in the relevant tax jurisdiction and entity. The tax losses will be WMIERTUR MBS AZEEBRAERE
expired within five years under current tax legislation. e TR BBRITRB AN BIEEE
R AFEANEE
SHARE CAPITAL 32. A&
2017 2016
ZE-tH§ —E-RE
Number of Number of
shares shares
'000 HK$'000 ‘000 HK$'000
[k 4 ROEE
TR TET Tk FTAET
Authorised: EERA
Ordinary shares of HK$0.1 each SREBE 1B T EBR
At 1 January and 31 December R—A—BK
+-A=+—H 5,000,000 500,000 5,000,000 500,000
Issued and fully paid: BEITRMBRA:
Ordinary shares of HK$0.1 each SREE BTz EBR
At 1 January and 31 December R—A—-BEk
+-A=+—H 3,049,705 304,970 3,049,705 304,970
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For the year ended 31 December 2017 HE =T —+F+—A=+T—HILFE

33. RESERVES

(a)

Group

The amounts of the Group’s reserves and the

movements therein during the year are presented in the

consolidated statement of changes in equity.

Share premium

0]

(if)

(iii)

(iv)

the difference between the combined net asset
value of the subsidiaries acquired pursuant to the
Group reorganisation in 2001, over the nominal
value of the share capital of the Company issued
in exchange therefor;

the premium arising from the capitalisation issue
in the previous years;

issue of shares of the Company at a premium net
of the transaction costs associated with the issue
of shares; and

amount transferred from other equity reserves
upon exercise of share options and conversion of
convertible bonds.

Capital reserve

Capital reserve mainly arose from the Company’s capital

reorganisation in 2005 and represented the reduction of

share capital of the Company.

33.

&
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For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

33. RESERVES (continued)

(a)

Group (Continued)
Exchange reserve

Exchange differences arising from the translation of
the net assets of the Group’s foreign operations from
their functional currencies to the Group’s presentation
currency (i.e. HK$) are recognised directly in other
comprehensive income and accumulated in exchange
reserve. The reserve is dealt with in accordance with the
accounting policy of foreign currencies set out in note
3(e).

Convertible bonds equity reserve

Under HKAS 32, convertible bonds issued are split into
liability and equity components at initial recognition
by recognising the liability component at its fair value
determined using market interest rate for equivalent
non-convertible bonds and attributing to the equity
component the difference between the proceeds from
issue and the fair value of the liability component.
The liability component is subsequently carried at
amortised cost whilst equity component is recognised
in convertible bonds equity reserve until the bonds are
either converted (in which case it is transferred to share
premium) or the bonds are redeemed (in which case it is
released directly to accumulated losses).
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For the year ended 31 December 2017 HE =T —+F+—A=+T—HILFE

33.

34.

RESERVES (continued)

33. f#iE @)

(b) Company (b) A&2QF
Convertible
Share Capital ~ bond equity Accumulated
premium reserve reserve losses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ARRES
RBEE BARE BEREE 2EE @
TR TET THT THT TET
At 1 January 2016 R=ZF-"F—A—H 2,363,920 157,960 462,708 (2,665,901) 318,687
Loss for the year AEEEE - = = (252,173) (252,173)
At 31 December 2016 and ~ R=FE—-X%&
1 January 2017 +=A=+-BR
—E-t%-5F-H 2,363,920 157,960 462,708 (2,918,074) 66,514
Loss for the year AERFR - - - (176,559) (176,559)
At 31 December 2017 RZB-tF
+=B=+-H 2,363,920 157,960 462,708 (3,094,633) (110,045)

Details of share premium and convertible bonds equity
reserve of the Company are set out in note 33(a) above.
Capital reserve arose from the Company's capital
reorganisation on 10 March 2005 and represented the
reduction of share capital of the Company.

SHARE-BASED COMPENSATION

The Company has a share option scheme, which was adopted
by the shareholders on 24 June 2013 (the “Scheme”) and
unless otherwise cancelled or amended, will remain in force for
10 years from the date of adoption. Eligible participants of the
Scheme include the Company's directors, independent non-
executive directors, other employees of the Group, suppliers of
goods or services to the Group, customers of the Group, any
person or entity that provides research, development or other
technological support to the Group and any non-controlling
shareholder in the Company's subsidiaries.

34.
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For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

34.

SHARE-BASED COMPENSATION (continued)

Pursuant to the extraordinary general meeting passed on
24 June 2013, the general scheme limit of the Scheme is
set to 1,746,849,000 shares, which have been adjusted to
174,685,000 shares pursuant to the share consolidation in
2014, representing 10% of the Company’s issued share capital
on the date of meeting, with the passing of ordinary resolution,
which allows the Company to grant further options carrying
the rights to subscribe for a maximum of 174,685,000 shares.
This is also the maximum unexercised share options currently
permits to be granted under the Scheme at any time.

Maximum number of shares issuable under share options to
each eligible participant in the Scheme within any 12-month
period, is limited to 1%, 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 to any of
their associates, are subject to approval in advance by the
independent non-executive directors of the Company. In
addition, share options 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 aggregate value
(based on the price of the Company’s shares at the date of the
grant) in excess of HK$5 million, within any 12-month period,
are subject to shareholders’ approval in advance in a general
meeting.

The offer of a grant of share options may be accepted within
14 days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
directors of the Company, and commences after a certain
vesting period and ends on a date which is not later than 10
years from the date of the offer of the share options or the
expiry date of the Scheme, if earlier.
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For the year ended 31 December 2017 HE =T —+F+—A=+T—HILFE

34.

35.

SHARE-BASED COMPENSATION (continued)

The exercise price of the share options is determinable by the
directors of the Company, but may not be less than the higher
of:

(a) the Stock Exchange closing price of the Company's
shares on the date of the offer of the share options;

(b) the average Stock Exchange closing price of the
Company'’s shares for the five trading days immediately
preceding the date of the offer; and

(o) the nominal value of the shares.

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

There has been no share option granted or exercised since the
Scheme was adopted in June 2013. As at 31 December 2017
and 2016, the Group has no outstanding share option.

OIL PRODUCTION SHARING CONTRACT -
SONGLIAO CONTRACT

In August 2007, China Era, previously owned by Mr. A and
subsequently sold to the Group as a subsidiary in 2010, entered
into the Songliao Contract with the State-owned Enterprise to
develop and produce crude oil in Liangjing Block on Songliao
Basin in Jilin, the PRC (the “Songliao Oil Basin”).

In accordance with the Songliao Contract, China Era provides
funds and applies its technology and managerial experience to
cooperate with the State-owned Enterprise for the development
and production of crude oil in the Songliao Oil Basin. The
production period will be ended in 2031, unless extended.

34.

35.
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For the year ended 31 December 2017 BZ =%

35.

—tFTA=T—RALFE

OIL PRODUCTION SHARING CONTRACT -
SONGLIAO CONTRACT (continued)

China Era bears all costs required for the evaluation operations
and development operations. Operating costs incurred are paid
by the State-owned Enterprise and China Era in accordance
with 51% and 49% respectively. However, the State-owned
Enterprise’s portion of operating costs are advanced by China
Era and recovered from the production of crude oil.

Under the terms of the Songliao Contract, 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 shared in the
proportion of 51% and 49% by the State-owned Enterprise
and China Era respectively.

In December 2009, the approval of Overall Development
Program from the State Development and Reform Commission
was obtained. The technical feasibility and commercial viability
of extracting oil are demonstrated. The State-owned Enterprise
is the holder of oil exploitation licence.

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 Songliao Contract under
joint operation:

(@) Results for the year

35.

ERRBAESH -
(%)

RESH

TEFRAEFEEERNARLENTL

EERA -EEZEENARABEALRE
B E R D RIES1% K249% 2 B A+
A BECEAEZEERKBOAP
B B - IR A E IR E -

RIBRE S K2 R sP AR A - F 3K
AN T 4 E AN 1 AR R UK B K A G e K U B
5 & 7 S I 4R ) o 7E 1Bk U B B AN ~ B
BrlEEFRERZ BAKEMEREA
Big 2 THAME D AIR51% Kk49% 2
AR ErERPRFRES -

RZZZENF+ A BERERIEZE
GHUE BB E - FARD M 2 BT K
BEAITHER AT -BECERFA A H
FAER I AR o

ATENTFERGEEMBRRERZAR
SERBMAEREZNERNETERAZE
E RERFREZBR:

(a) FEXRE&

2017 2016

HK$'000 HK$'000

—E—+tF ZE-RF

FET FET

Revenue &= 20,192 18,762
Other income E Al A 41 10
Expenses 3 (58,472) (60,043)
Loss before income tax M FTS T AT 1B (38,239) (41,271)
Income tax expense s’ & (2,160) (2,706)
Loss for the year NFEEEE (40,399) (43,977)

176 Energy International Investments Holdings Limited / Annual Report 2017




NOTES TO THE FINANCIAL STATEMENTS

BB AR B 5

For the year ended 31 December 2017 HE =T —+F+—A=+T—HILFE

35.

(b)

(c)

OIL PRODUCTION SHARING CONTRACT - 35. EHMEBHEEN-NEEHN
SONGLIAO CONTRACT (continued) (#)
Assets and liabilities (b) EERAE
2017 2016
HK$'000 HK$'000
—EB—tE —E-RF
FTET FAT
Property, plant and equipment Y- WEREE 6,228 24,780
Intangible assets BEEE 338 198
Other non-current assets Ht3EmahEE 50,383 49,724
Current assets mBEE 3,786 9,745
Current liabilities mBEE (179,154) (146,226)
Non-current liabilities FERHERE (1,036) (12,516)
Net liabilities BEER (119,455) (74,295)
Other commitments () HfthAEE
2017 2016
HK$'000 HK$'000
—EB—tE —E-RF
FET FAT
Contracted but not provided BEINERBRERER
for in respect of administrative BB RS
fee and training fee 46,919 48,164
Operating lease commitments in ~ BREAHEE i RIEEF IR
respect of leasehold land and HER B2 ERLASE
buildings and equipment rental 2,016 2,354
48,935 50,518
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For the year ended 31 December 2017 HE =T —+F+=-A=+—HILFE

35. OIL PRODUCTION SHARING CONTRACT - 35. EHMEBHESN-—NESEYN
SONGLIAO CONTRACT (continued) (#4&)
(c) Other commitments (Continued) (c) Hb=IE &)

As detailed in note 3(a)(i), in 2015, the directors of WM 3Tl - R—F—F
the Company was informed that Mr. A was formally F RAREEGREBASLEESF
charged by prosecution authorities in the PRC for illegal B 42 12 &%F’%ET?W:‘:?F ERRE TR
operation, possibly involved allegations about improper Hprge p R ERERRESL
conduct in obtaining of the Songliao Contract. In KERNETAR RZE—LF+=
December 2017, the Group received a legal letter from A -AEBEEALE ZRIERM
the representative lawyer of Mr. A that the Charge BIR 2 EE R HHRTRER
was acquitted after the Municipal Court issued the EMZIBEZ B IRHIRE  ZIEE
first adjudication of the Charge. As Mr. A is not guilty TR - BRAK ESh 2 I 15
in respect of the Charge, Songliao Contract should WREETE NES %’]%TZKEIH%
continue to be valid to the Group. The directors of BEBEAEB -ANABEERANE
the Company consider that the Songliao Contract will RSB B B iR 5T 8 T LARAT
continue to be valid and will be executed as planned as ERAREREEFCEREVET S
the Group has close working relationship with the State- EBER IS AEERERNES
owned Enterprise which able the Group to carry out i’]?ﬁiﬁiZ?‘?HﬁEﬁﬁﬁ’]%ﬁ%’ﬁﬁT\
business relating to oil production as stipulated under R EAR MR AE SR
the Songliao Contract without the questioning of its
validity.
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36. HOLDING COMPANY STATEMENT OF
FINANCIAL POSITION

36. ER QB HMBAMRR K

2017 2016
Notes HK$'000 HK$’000
—E—+tF —E—RF
B 7E FET FET
ASSETS AND LIABILITIES EEREE
Non-current assets kRBEE
Property, plant and equipment Y- WEREE 13 22
Interests in subsidiaries NG 414,483 554,822
414,496 554,844
Current assets REEE
Financial assets at fair value EAFEFABRZVBEE
through profit or loss 15,809 14,607
Prepayments, deposits and FENRIE -ZE R
other receivables H{th i W SRR 666 631
Cash and bank balances We MIBITEST 514 6,277
16,989 21,515
Current liabilities i =R
Other payables and accruals H b FE A 5RIB R FE T FE 4,658 2,032
Amounts due to a subsidiary FE — KT B R BIIA 36,502 37,367
Convertible bonds AR E S 195,400 10,232
236,560 49,631
Net current liabilities REBEEREE (219,571) (28,116)
Total assets less EEABERRBERE
current liabilities 194,925 526,728
Non-current liabilities ERBER
Convertible bonds Al IR A% & 5 = 155,244
Net assets EEFE 194,925 371,484
EQUITY R
Share capital A% 7 32 304,970 304,970
Reserves ] 33 (110,045) 66,514
Total equity EREw 194,925 371,484
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For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

37. SUBSIDIARIES

37.

Particulars of the principal subsidiaries as at 31

December 2017 are as follows:

Place of
incorporation/

Paid-up share/

iipe N

R-EBE—+F+-_A=+—Bz=*

EMBARFENT:

Percentage of

ownership
interests/

voting rights/

Principal activities and

Name establishment registered capital profit share place of operation
REEER
HMRL/ RRE/
ARER Jdokch ) BARE ZMEXR FEIREDY TEXRRRE Y
Indirectly held
BiEEE
Treasure Tone Limited Hong Kong Ordinary HK$1 100% Investment holding,
Hong Kong
EHBERAR BE LERIET 100% REER BE
Hong Kong Forest Source Mining Hong Kong Ordinary 100% Investment holding,
Industry Holding Company Limited HK$70,000,000 Hong Kong
BERRBEERERAF X % i®770,000,0003 7T 100% REER B8
Mission Achiever Limited Samoa Ordinary US$1 100% Investment holding,
Hong Kong
Mission Achiever Limited BED TRRIET 100% REER BE
Mid-Ocean Hong Kong Investment Hong Kong Ordinary HK$1 100% Investment holding,
Limited Hong Kong
HEEEREBERAT BE LERIET 100% RERER BE
China Era Energy Power Investment Hong Kong Ordinary HK$10 100% Qil production, the PRC
Limited
REFRERREERAR B LRERI0ET 100% AmEE T8
Shandong Shundong Port Services PRC RMB204,081,633 51% Leasing of oil and
Company Limited*" liquefied chemical
terminal, the PRC
IWRIEREBBBR AR i AR#204,081,6337C 51% MEhmnRAEL IR
B
- Established in the PRC as a Sino-foreign equity * RABERLARINEG ERE

enterprise

The entire paid-up capital is pledged for the Group’s
finance lease liabilities (note 29)
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For the year ended 31 December 2017 HE =T —+F+_A=+T—RHILFE
37. SUBSIDIARIES (continued) 37. WEBLQT (&)

R-ZEBE—+F+-A=+—Bz=F
BB ARIGBNOT: (&)

(a) Particulars of the principal subsidiaries as at 31 (a)
December 2017 are as follows: (Continued)

FREVNEARBDEETRBRNEFE
UARBZEEREEATERIER
SEBRMHBEEREZARAZ
MEBEAR -ARREERA M
Hipf @R 2 e B ERTTE -

The above tables list the subsidiaries of the Company
which, in the opinion of the directors of the Company,
principally affected the results for the year or formed a
substantial portion of the net assets of the Group. To
give details of other subsidiaries would, in the opinion
of the directors of the Company, result in particulars of
excessive length.

P BB~ RN F 48 R\ BT

None of the subsidiaries had issued any debt securities

at the end of the year. AEBHES -
(b) Particulars of the wholly-owned entities de-consolidated (b) B-_ZT—ZFRTHEHGEEARZE
since 2010 are as follows: BEBEmT:

Percentage of
ownership

Place of
incorporation/

Paid-up share/

interests/
voting rights/

Principal activities and

Name establishment registered capital profit share place of operation
EEERR
B3l BamRs,/ RRE/
NREER B B HEREE Gilb Py A= g TEERREEHH
Indirectly held
BEEE
QHFSMI (note 3(a)iii)) PRC, wholly-owned HK$40,000,000 100% Exploration of mine,
foreign enterprise the PRC
("WOFE")
BB (HEE3(a)iii)) hENEBERE 40,000,000 100% BRYR T
(M EBERE])
IMFSMI (note 3(a)iii)) PRC, WOFE Not yet paid up 100% Not yet commenced
business
AEE R (P EE3()i)) TR HIEBERE i KB R 100% HARREEES
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For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

38. NON-CONTROLLING INTERESTS 38.

(a)

Summarised financial information in relation to the non- (a)
controlling interests of Shanxi Zhong Kai Group Lingshi,

a 60% owned subsidiary of the Company which was
disposed in March 2017 (note 11), before intra-group

eliminations, is presented below:

FERKRRES

ERILATIEEER (KR RE
0% ZHBAR R _T—+LF
ZAKEE (HFE11) ) FEERR
RS MEERBE ((FEER
WA RIFEE AT 25T

2017 2016
HK$°000 HK$'000
—E—tF —E-RF
FET FAT
For the year ended BE+-A=+—HLEE
31 December
Revenue & - 22,164
Loss for the year KEEEE (1,263) (10,264)
Total comprehensive income MU AREE (1,263) (4,749)
Loss allocated to non-controlling 2 ECZEFEIER AR R g 2 B8
interests (505) (4,106)
For the period/year ended BE+-A=+—BLHHE "§FE
31 December
Cash generated from/(used in) rE/ (BR)EEZHRS
operating activities 128 (521)
Cash used in investing activities ~ AREEEB 2R & - (754)
Cash generated from financing RERMEETH 2H S
activities - 50
Net cash inflow/(outflows) WEARACRE) FE 128 (1,225)
At 31 December R+=—HA=+—8
Current assets RENERE N/AFE A 72,752
Non-current assets ERBEE N/ATE A 35,814
Current liabilities B E N/ATE A (161,705)
Net liabilities BEFHE N/AF3E A (53,139)
Accumulated non-controlling 2R IEIEAR AR R
interests N/AFE A (21,256)
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For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

38. NON-CONTROLLING INTERESTS (continued) 38.

(b)

Summarised financial information in relation to the non-
controlling interests of Shandong Shundong, a 51%

owned subsidiary of the Company, before intra-group

eliminations, is presented below:

ERRRERS (&)

(b) BEREURIER (RNAREES1%L
IIENEIDE 223 S & X A
BERBE (FHEBARQERESH

AI) 25T

2017 2016
HK$°000 HK$'000
—E—+tF —E-RF
FET FAT
For the year ended BZ+=-A=+—-HLEE
31 December
Revenue Wz 10,146 -
Loss for the year KEFZEE (28,171) (14,055)
Total comprehensive income 2HERAREE (62,163) (34,728)
Loss allocated to non-controlling B E IEIEAX A R i s 2 518
interests (13,804) (6,887)
For the year ended BE+-A=+—-BLFE
31 December
Cash generated from REEEZHE
operating activities 7,331 65,933
Cash used in investing activities ~ FAREEEH 2R S (359,675) (580,675)
Cash generated from RKERETH R ®
financing activities 125,236 566,712
Net cash (outflows)/inflows Be (ORl) TmAFE (227,108) 51,970
At 31 December R+=ZA=+-—8
Current assets MENEE 127,004 256,015
Non-current assets ERBEE 1,489,905 949,452
Current liabilities mEBAE (933,657) (526,225)
Non-current liabilities EmE AR (342,009) (400,159)
Net assets BEFE 341,243 279,083
Accumulated non-controlling Rt R
interests 167,210 136,750
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For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

39. OPERATING LEASE COMMITMENTS 39.
(@) As Lessor
At 31 December 2017, the Group had total future

minimum lease receivables under non-cancellable
operating leases with its tenant falling due as follows:

REMNEARE
(a) EHREHEA

RZE—+F+ZA=+—HB XK
SER T3 F A ER 2 AR HGHE
REMPUZ KAREPBENREE
e

2017 2016

HK$’000 HK$'000

—EB -+ —E-REF

FHET FAT

Within one year —F R 101,345 103,222
In the second to fifth years, F_FEFERF (REEEMSF)

inclusive 540,541 495,495

After five years AF% 33,790 20,652

675,676 619,369

The Group leases its investment properties (note 19)
under an operating lease arrangement, with leases
negotiated for terms of five years. The operating lease
do not include contingent rentals.

FEBRBLKEHOLHEERR
EWE (ME19) HHERAD
Fo-REMDITBREIAER-

(b) As Lessee (b) f1EARAFMEA

At 31 December 2017, the Group had total future RZE—+tF+ZA=1+—H &

minimum lease payments under non-cancellable SER THFEBNE R T 0] B

operating lease falling due as follows: REMR 2 KRR D HEN AR

ANNE

2017 2016

HK$'000 HK$'000

—E—+tfF —ZE-RF

FExT FET

Within one year —FA 1,709 3,505
In the second to fifth years, F_FEFRF (BREEMTE)

inclusive 1,308 2,903

After five years hF & - 369

3,017 6,777
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For the year ended 31 December 2017 HE =T —+F+_A=+T—RHILFE

39. OPERATING LEASE COMMITMENTS 39.

(Continued)

(b)

As Lessee (Continued)

The Group leases certain leasehold land and buildings
and equipment under operating leases. The leases run
for an initial period of one to eight years (2016: one
to twenty years), with an option to renew the lease
and renegotiate the terms at expiry date or at dates
as mutually agreed between the Group and respective
landlords/lessors. None of the leases includes contingent
rentals.

KREHNRE (&)
(b) fEAEAMEA (&)

AEBRRBSEHOERETEE
T RBFARRE - ZFHEOM
TR —FENF (TR

—EFEE-1F)

CAIR B A SR

SEEFHEET HBEAXREE
ZAHEEERRETHEOGR
ZEROTREIREE -

40. CAPITAL AND OTHER COMMITMENTS 40. EARRK H AL
2017 2016
HK$'000 HK$'000
==+t —E-RF
TER FET
Capital commitments for acquisition of  WEWE - BE R XEZ
property, plant and equipment BAREE - 701
Capital commitments for construction mm R R T A5 EE
cost of oil and liquefied chemical FREERR AN 2 B A EE
terminal 3,078 154,466
Other commitments in respect of MERE RIFIE 2 HhAE
administrative fees and training fees 46,919 48,164
49,997 203,331
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41. RELATED PARTY TRANSACTIONS 41. BEALRS
Apart from the balances and transactions with related parties bR B 5 H At 20 9 P4 B8 2 A5 6 K2 B
disclosed elsewhere in the financial statements, the Group had BEATZRGN FA - N EEEREE
the following transactions with its related parties during the ATHERTRS:
year:
Compensation of key management personnel FTEEBABZHE
Included in employee costs are key management personnel FEERBABZHE (BRESZH2)D
compensation (including directors’ emoluments) and comprises FTABIRKA  BIELA TR
the following categories:
2017 2016
HK$’000 HK$'000
—E—tF —T—RF
FTHExT FHET
Short-term employee benefits HHEERF 2,175 2,178
Contribution to retirement benefit scheme & K& |5 2 2 it & 18 18
2,193 2,196
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42.

RECONCILIATION OF LIABILITIES ARISING

FROM FINANCING ACTIVITIES

The table below details changes in the Group's liabilities from
financing activities, including both cash and non-cash changes.

Liabilities arising from financing activities are liabilities for

which cash flows were, or future cash flows will be, classified in

the Group's consolidated statement of cash flows as cash flows

from financing activities.

42. REMEFTH2REHR

TREIARERERELZHABEZES
HE BRASIEREE
APMBEENREREIRKRSRER
RAEBGEERERERNE D SKAR
ERBREIREZAG-

Amounts due to

CRAME

Bank Other  Finance lease Convertible  non-controlling
borrowings borrowings liabilities bonds shareholders Total
HK$'000 HK$'000 HK$'000 HK$"000 HK$"000 HK$'000
(note 27) (note 28) (note 29) (note 30) (note 26)
REFER
BT Hipfem  REHESE TEBRES RRMFHE @t
TET TER TER TEL T Ti#n
(BizE27) (L) (BizE29) (Fit&E30) (H26)
At 1 January 2017 R-B-tE-F-H 214,627 171,418 132,000 165,476 100,071 783,592
Financing cash outflows RERSRM
Interest paid BHFE = = = (1,000) = (1,000)
Proceeds from new borrowings MERZFGHE 343,200 41,754 - - - 384,954
Proceeds from new finance leases  ¥TRIE M & 2 FTSFE = = 132,000 = = 132,000
Repayment of borrowings BEER (229,793) (70,040) - - - (299,833)
Repayment of obligations HEBEREZER
under finance lease - - (82,800) - - (82,800)
Other changes Hitg
Capitalised borrowing costs (note 7) &AL fE ZA A (Fi13E7) 4573 14,834 24,236 30,924 4,034 78,601
Capitalised staff costs BERLEIRA - - = = 5,800 5,800
Additions to investment properties RERENE - = 2,885 = = 2,885
Disposal of subsidiaries (note 1) HEMBAE (HzE1) (51,531) - - - (16,519) (68,050)
Interest expenses (note 7) FIBREY (H5#7) 3,984 = 4,603 = = 8,587
Exchange adjustments ERAZ 9,524 2,026 2,933 = 8,214 22,697
At 31 December 2017 RZZ-tE+=ZA=t-AH 294,584 159,992 215,857 195,400 101,600 967,433

BEFREBRREERERAA / —T—LFFR

187



NOTES TO THE FINANCIAL STATEMENTS
W3 R & M

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

43. SUMMARY OF FINANCIAL ASSETS AND 43. RO BE D Z2MBEERMK
FINANCIAL LIABILITIES BY CATEGORY BEHE
2017 2016
“E2-tf —ERE
Carrying Carrying
Amount Fair value amount Fair value
HK$'000 HK$'000 HK$'000 HK$'000
BHE AFE FEE ~TE
TERT TER FHT TR
(Re-presented)  (Re-presented)
(E731) (E3)
Financial assets MBEE
Loan and receivables B R EWRFIE
- Cash and bank balances -RERBIHEE 5,699 5,699 195,893 195,893
— Pledged bank deposits -BERBITER 51,360 51,360 42,921 42,921
— Trade and bills receivables -ERESFRBERER 8,372 8,372 28,704 28,704
- Deposits and other receivables —&e REMEKFE 132,982 132,982 36,108 36,108
Financial assets at fair value through RATEHAEG HBEE
profit or loss 15,809 15,809 14,607 14,607
214,222 214,222 318,233 318,233
Financial liabilities BKaE
Current liabilities REEE
Financial liabilities measured at REHEKAFELHBAER
amortised cost
— Trade payables -ENE SRS - - 10,467 10,467
- Bills and other payables and accruals -ENERREMEMNZKE
AR AT HE 542,976 542,976 448,709 448,709
— Amounts due to non-controlling —[EfEER R ERE
shareholders 101,600 101,600 22,032 22,032
— Bank borrowings —RITER 68,984 68,984 49,370 49,370
- Other borrowings —HBER 158,956 158,956 127,774 127,774
- Finance lease liabilities -BEHREAE 146,863 146,863 37,960 37,960
- Convertible bonds - RES 195,400 195,400 10,232 10,232
Non-current liabilities FRBER
Financial liabilities measured at REHNAHELWBER
amortised cost
— Other payables —H i EMRE - - 8,405 8,405
- Amounts due to non-controlling — BRI EERRRE
shareholders - - 78,039 78,039
- Bank borrowings —RITEH 225,600 225,600 165,257 165,257
— Other borrowings —HBER 1,036 1,036 43,644 43,644
— Finance lease liabilities -BEHREAE 68,994 68,994 94,040 94,040
~ Convertible bonds — AR E S - - 155,244 155,244
1,510,409 1,510,409 1,251,174 WL LTS
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43,

SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY
(Continued)

The Group's financial instruments not measured at fair value
include cash and bank balances, pledged bank deposits, trade,
bills and other receivables, trade payables, other payables,
bills payables and accruals, bank and other borrowings,
finance lease liabilities and amounts due to non-controlling
shareholders under current assets or current liabilities. Due
to their short term nature, the carrying value of cash at cash
and bank balances, pledged bank deposits, trade, bills and
other receivables, trade, bills and other payables and accruals,
bank and other borrowings and finance lease liabilities under
approximates fair value.

The fair value of non-current portion of other payables, bank
and other borrowings, finance lease liabilities and amounts
due to non-controlling shareholders for disclosure purposes
has been calculated by discounting the expected future cash
flows using rates currently available for instruments with similar
terms, credit risk and remaining maturities and is classified as
level 3 in the fair value hierarchy. Significant inputs include the
discount rate used to reflect the credit risks of the borrowers
or the Group. The fair value of the liability portion of the
convertible bonds is estimated by discounting the expected
future cash flows using an equivalent market interest rate for a
similar convertible bond with consideration of the Group’s own
non-performance risk and is classified as level 3 in the fair value
hierarchy. The following table provides an analysis of financial
instruments carried at fair value by level of fair value hierarchy:
Level 1:  Quoted prices (unadjusted) in active markets for
identical assets or liabilities;

Level 2:  Inputs other than quoted prices included within
Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived
from prices); and

Level 3:  Inputs for the asset or liability that are not based on
observable market data (unobservable inputs).

43,

BABE D 2HKEER MK
EEHBE @)

AEETHFRATEFEBZHBETARRE
ReRRTEF SERBRITER BK
BEERE - BUREEREAMERRIE &
NEZRE HMWENRE ENEER
At RITREMER REBEER
ERRBEESRBEERTENMNIFZER
BREFE-ARNEEPLEERERA Re Rk
RiTeEF CERBTER BRESER
B RRZENMEGBERZIE ENES
BRE HMBENRE BNRERESRK
BRI EMEREIBREREREZR
EEEEAFEBS-

PBEME - EMENFIE - RITREME
R BMEHEEREREMIFERBERAA
ZIEAEE D 2 A FETIRERNEGE
g - EERBEFBRFRZTAZR
THXRFRBRRRRSREFTE IR
RFEERTPIRRE=-R - BRBARK
BEERARREFRARAEEEERR
ZHRE-ABREESFARSENHZATE
TE BB EAARRE S RE AR AR
BEHFZARATSHERREE U EBAEE
ZIHERBEBRRIEL G AR AFESE
RPN BRE=R-TREAIERATFESE
RED 2B AV EFEZERT AN

F—H: HREEXRAEBEZIEBRTEHER
B OCREHE)

E_A: BRMENUIN AIHREEN
BEEER (AER)LHEE (8
ERITE)BERSHZBAE:
)53

F=A: YHERBABRMSEESH

ZEERRBEHAE(FAE
RBAE)
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43. SUMMARY OF FINANCIAL ASSETS AND 43. RO BE P 2HMBEERMK
FINANCIAL LIABILITIES BY CATEGORY EEHME @)
(Continued)
2017
“E—tF
Level 1 Level 2 Level 3 Total
HK$'000 HK$'000 HK$'000 HK$'000
b FH F=R Fohy
TERT TERT TERT THER
Financial assets at fair value BAFEFABEZ
through profit or loss HKEE
— Listed equity investments - LIRARE 15,809 - - 15,809
2016
—E-REF
Level 1 Level 2 Level 3 Total
HK$000 HK$000 HK$000 HK$000
E—H E-R F=R @it
FTEL TAET FTAEL FTAET
Financial assets at fair value BRATEFABREZ
through profit or loss BBEE
— Listed equity investments —EmRARE 14,607 - - 14,607
There were no transfers between levels during the year. FATRSEHR 2 AN EEITERE R -
44. FINANCIAL RISK MANAGEMENT 44. B E b EE

The Group does not have written financial risk management
policies and guidelines. However, the board of directors of the
Company meets periodically to analyse and formulate strategies
to manage the Group’s exposure to credit risk, market risk
(including foreign currency risk and interest rate risk) and
liquidity risk. Generally, the Group employs conservative
strategies on its risk management. The Group’s exposure to
market risk is kept at a minimum level. The Group has not used
any derivatives or other instruments for hedging purposes. The
Group does not hold or issue derivative financial instruments
for trading purposes.
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44,

FINANCIAL RISK MANAGEMENT (continued)

(a)

Credit risk

Credit risk refers to the risk that the counterparty
to a financial instrument would fail to discharge its
obligation under the terms of the financial instrument
and cause a financial loss to the Group. The Group's
exposure to credit risk mainly arises from granting credit
to customers in the ordinary course of its operations and
its investing activities.

The carrying amounts of these financial assets presented
in the consolidated statement of financial position are
net of impairment losses, if any. The Group minimises
its exposure to the credit risk by rigorously selecting the
counterparties, performing ongoing credit evaluation
on the financial conditions of its debtors and tightly
monitoring the ageing of the receivables. Follow-
up actions are taken in case of overdue balances on
an ongoing basis. In addition, management monitors
and reviews the recoverable amount of the receivables
individually or collectively at each reporting date to
ensure that adequate impairment losses are made for
irrecoverable amounts. In respect of trade and other
receivables, individual credit evaluations are performed
on all debtors requiring credit over a certain amount.
These evaluations focus on the debtors’ past history
of making payments when due and current ability
to pay, and take into account information specific
to the debtors as well as pertaining to the economic
environment in which the debtors operate. Normally, the
Group does not obtain collateral from its customer. The
Group's exposure to credit risk is influenced mainly by
the individual characteristics of each debtor.

44,

KRR ER &)

(a)

FERR

EERRESMIAZHT T RE
BITEREMIAKRETZE
EMaIBAEERZUBER A
R ARBZERERREERER
HARXBGEERRTRTERFPZ
FEREREXRR-

ZEMBEENTBHRARRKRETNZ
FHECHBRRESR(INE) -
AEBEZEBRENEHFH HH
BBAZHBRAETHEEE
Afh AR E T B RRIR Z R
B RAREREEMAEZEER
[ B o A SR B BR AN R A R e AR
ClE et EEEENS
HE HHER R AR EE R R
WosRIE Z P E 2 5 RER LT AT
Wm eI R ZBERR 5t
FE W B 5 iR 1R I H 8 W R IR 1T
5 OHRMBERETERES®RZ
BEE AL GETERNEERME - 1t
FHEE R HEB AN TR
BRI R IR 2 ERES - A
ZREBAZ @R E R REB AR
BZEBERRZEMN - —RME
AEBEYEEBRFFRGEMR A
SEEHZEERRIZZZES
AZBERIERFZE -
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NOTES TO THE FINANCIAL STATEMENTS
W3 R & M

For the year ended 31 December 2017 HEZ—Z—+F+-_A=+—HBILFE

44. FINANCIAL RISK MANAGEMENT (continued)

(a)

Credit risk (Continued)

Default risk of the industry in which customers operate
also has an influence on credit risk but to a lesser
extent. As at 31 December 2017, the Group has a
certain concentration of credit risk as 66% (2016: 63%)
and 100% (2016: 90%) of total receivables was due
from the Group’s largest trade debtor and the two
largest trade debtors respectively.

The credit risk of the Group's other financial assets,
which comprise pledged bank deposits and cash at
banks and in hand, is also limited because almost all the
Group's cash at banks and in hand are deposited with
major banks located in Hong Kong and the PRC.

As the Group trades only with recognised and
creditworthy counterparties, there is no requirement for
collateral.

The credit policies have been followed by the Group
since prior years and are considered to have been
effective in limiting the Group’s exposure to credit risk
to a desirable level.

As at 31 December 2017 and 2016, there is no financial
guarantees issued by the Group.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & M &

For the year ended 31 December 2017 HE =T —+F+_A=+T—RHILFE

44,

(b)

FINANCIAL RISK MANAGEMENT (continued)

Foreign currency risk

Revenue and expenses of the Group are mostly in US$
and RMB. Exposures to currency exchange rates arise
from certain of the Group’s cash and bank balances
which are denominated in US$. The Group does not
use derivative financial instruments to hedge its foreign
currency risk. The Group reviews its foreign currency
exposures regularly and does not consider its foreign
exchange risk to be significant.

The following table details the Group’s exposure at the
reporting date to foreign currency risk from the above
stated items denominated in a currency other than the
functional currency of relevant group companies.

44,

MKRMRER &)

(b)

S [ B

AEBZRERFAXETEUETR
ARMEFIE < SMER B 2K B A& B
UNETINEZE TRE RRITHE
rREBYRERTESRT A
S ESNME BB o AR B E B iR A
HOMNER B - 3037 A H SN E R R I
TEKX-

TRANNHE R HAAREE LR
BREBEBE AR 2NEEB U
ZERFEZNER R -

2017 2016
HK$'000 HK$’000
—E—+tfF —E-RF
TER FAT
Cash and cash equivalents EELIE R IR EFEEIEAEE
denominated in US$ 19 435

By assessing foreign currency risk on cash and bank
balances, the effect arising from a reasonably possible
change in the exchange rates of HK$ against US$ in the
next twelve months was not material to the loss for the
year and accumulated losses at each of the reporting
date, on the basis that all other variables remain
constant.

RIHRERBITEFZINER
B Y RRAAEEMEERTT
BoRET _EABTHETZE
EAENREPEL T EHTN
ZERRERE R RETBEY
TEK-
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NOTES TO THE FINANCIAL STATEMENTS
3 3R & M

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

44. FINANCIAL RISK MANAGEMENT (continued)

(c)

Interest rate risk

The Group’s exposure to interest rate risk for changes
in interest rates relates primarily to the Group's bank
balances which subject to floating interest rates. The
Group has not used any derivative contracts to hedge
its exposure to interest rate risk. However, management
monitors interest rate exposure and will consider
hedging significant interest rate exposure should the
need arise.

The following table indicates the approximate change
in the Group's loss after income tax and accumulated
losses in response to reasonably possible changes in
the interest rate, to which the Group has significant
exposure at the reporting date.

44,

(c)

MREMER &)

FEER

7N 52 [ P ) o B B T AR HE 2 ) R
BT RERNEEILFHNKRG S
ZRITHETER ANEELARERM
EAPTE A # 8 B R =@ - A
i - 3R ) 3 e o E 1T BR A

W B B E AN KA,

LA

an o
2

TRINSEAREE 2 BRAAFHREZEER
REABERMNEXAE A
(AEERREBARTERNER)

income tax and

MEEZ MO EE-
2017 2016
—E—+tfF AN S
Effect on Effect on
loss after loss after

income tax and

accumulated accumulated

losses losses

HERFEH % HERMENRE

EBERRTEE | BELKRTEE

a7 a7

Increase in interest rate by 0.1%  F & FF0.1% 43 181
Decrease in interest rate by 0.1%  FJ & T [£0.1% (43) (181)

The sensitivity analysis above is determined assuming
that the change in interest rate had occurred at the
reporting date and had been applied to the exposure to
interest rate risk for non-derivative financial instruments
(i.e. bank balances) in existence at that date. The 0.1%
increase/decrease represents management’s assessment
of a reasonably possible change in interest rates over
the period until the next annual reporting date. The
analysis is performed on the same basis for 2016.
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NOTES TO THE FINANCIAL STATEMENTS

MR AR 5

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

44,

FINANCIAL RISK MANAGEMENT (continued)

(d)

Liquidity risk

Liquidity risk relates to the risk that the Group will not
able to meet its obligations associated with its financial
liabilities that are settled by delivering cash or another
financial asset. The Group is exposed to liquidity risk
in respect of settlement of its financial obligations,
its cash flow management. As mentioned in note 3(a)
(i), the Group's ability to meet its financial obligations
when they fall due is dependent upon the sustainability
of the cash flow forecast with underlying assumptions.
Management of the Group is satisfied that the Group
will be able to meet in full their financial obligations as
and when they fall due in the foreseeable future.

The Group maintains a level of cash and cash
equivalents assessed as adequate by management
to finance the Group's operations and mitigate the
effects of fluctuations in cash flows. The Group relies
on internally generated funding and borrowings as
significant sources of liquidity.

44,
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NOTES TO THE FINANCIAL STATEMENTS

LUy

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

44. FINANCIAL RISK MANAGEMENT (continued)

44, BIHRAKRERE (&)

(d) Liquidity risk (Continued) d) "BESEKR &)
The maturity profile of the Group’s and the Company’s REBERARRBIEES L MEEAIER
financial liabilities as at the reporting dates, based RERHEEH M BAaERNHA
on the contractual undiscounted payments, were as BRAT
follows:
2017
—B-tF
Total
contractual Within
Carrying undiscounted 6 months or 7to 12 More than
amount cash flow  on demand months 1 year
HK$'000 HK$'000 HK$"000 HK$'000 HK$'000
ARMERE AEANAR
FHE HRLREALE RER +tZ+-f@A —FHE
TET TR TERT TR TERT
Bills and other payablesand ~ FEZHE KA
accruals FERTFRIE LA R
fERT R 542,976 542,976 542,976 - -
Amounts due to non- FERFEERRE
controlling interests HE 101,600 102,629 102,629 - -
Bank borrowings RITIER 294,584 325,127 16,650 70,027 238,450
Other borrowings HifEm 159,992 162,943 147,929 13,930 1,084
Finance lease liabilities REMERE 215,857 235,405 94,618 63,239 77,548
Convertible bonds AR E 5 195,400 215,447 - 215,447 -
1,510,409 1,584,527 904,802 362,643 317,082
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1 3% 3R & MY &

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

44,

FINANCIAL RISK MANAGEMENT (continued)

(d)

44, BIERAKRERE (&)

Liquidity risk (Continued) (d #"BELRR (&)
2016
“E-RF
Total
contractual Within
Carrying  undiscounted 6 months or 71012 More than
amount cash flow on demand months 1 year
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BHREMR  NEANURK
FHE HRengRs FEEX +tETZEA —EH5E
TET THET AT THT TAT
(Re-presented)  (Re-presented)  (Re-presented)  (Re-presented)  (Re-presented)
(&31) (&5) (&3) (&51) (7))
Trade payables FERTE 5 HEE 10,467 10,467 10,467 - -
Bills and other payables and TR i&E R E At
accruals FET B LA R
FEET R 457,114 457,114 448,709 - 8,405
Amounts due to non- FER SRR R
controlling interests B 100,071 104,840 22,032 - 82,808
Bank borrowings RITER 214,627 260,763 49,370 = 211,393
Other borrowings Hit ek 171,418 181,282 54,639 80,368 46,275
Finance lease liabilities RERERR 132,000 157,080 17,160 34,320 105,600
Convertible bonds AR ES 165,476 216,447 - 1,000 215,447
1,251,173 1,387,993 602,377 115,688 669,928
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For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

45,

46.

CAPITAL MANAGEMENT

The Group's objectives when managing capital are:

(a) To safeguard the Group's ability to continue as a going
concern, so that it continues to provide returns and
benefits for stakeholders;

(b) To support the Group’s stability and growth; and

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

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. The Group currently does not adopt
any formal dividend policy. Management regards total equity
as capital, for capital management purpose. The amount of
capital as at 31 December 2017 amounted to approximately
HK$370,740,000 (2016: HK$465,282,000), which management
considers as satisfactory having considered the projected
capital expenditures and the forecast strategic investment
opportunities.

LITIGATION
(@) Transfer of the exploration licence
Details of litigations are set out in note 3(a)(iii).

(b) Injunction order to the holder of CB6
and CB7

Details of litigation are set out in note 3(a)(i) and note
47(a).
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2017 HZE =T —+F+—A=+T—RHILFE

47.

EVENTS AFTER THE REPORTING DATE

(a)

In December 2017, the Group received a legal letter
from the representative lawyer of Mr. A that the Charge
was acquitted after the Municipal Court issued the first
adjudication. As Mr. A is not guilty in respect of the
Charge, Songliao Contract should continue to be valid
to the Group and the Group is able to carry out business
relating to oil production as stipulated under the
Songliao Contract without the questioning of its validity.

On that basis, after taking the legal advice from the
Company's legal advisers, on 4 January 2018, the
Company reached a settlement with the Defendants
pursuant to which the Company will apply to the
Cayman Court for discontinuance of the litigation, as a
result of which the injunction order and the Company’s
undertaking are expected to be discharged in the
foreseeable future such that the Defendants should no
longer be restrained from disposing of, encumbering or
otherwise dealing with or diminishing the value of, and/
or exercising any rights or powers (including but not
limited to voting rights in general and/or extraordinary
meeting(s) in respect of, and/or entering into any
agreement to effect any transaction in relation to, the
consideration shares and the converted shares). Up
to the date of authorisation for issue of the Group’s
financial statements, the application of discontinuance
of the litigation to the Cayman Court is still in progress.
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NOTES TO THE FINANCIAL STATEMENTS
3 3R & M

For the year ended 31 December 2017 HEZ—_Z—+F+-_A=+—HBILFE

47. EVENTS AFTER THE REPORTING DATE 47.

(Continued)

(b) On 22 January 2018, the Company entered into the
placing agreement with the placing agent, pursuant
to which the placing agent has conditionally agreed
to place, on a best effort basis, up to an aggregate of
609,940,000 new placing shares to not less than six
placees at a price of HK$0.143 per placing share.

The Placing was completed on 14 February 2018.
Gross proceeds from the Placing are approximately
HK$87,200,000 and its net proceeds, after deducting
the related expenses incurred during the Placing,
are approximately HK$85,100,000. As stated in the
Company's announcement dated on 14 February 2018,
approximately HK$63,300,000 from the net proceeds
will be used to repay the debts and liabilities of the
Group.

HEHEEE (@)

(b) RZE-—NF—A=Z+=-H &R
FE-ZEERIBIVE S
B RERECBEKMERS R
AL E I 0.1437 T 2 B 1A
FORABERAREEZAH
609,940,000% 37 fid & A% 17 °

REZEDR - N\F_-_A+N
A RESEMSFIELELY
487,200,000 7T & 1S 5B F 58
(ENMKREEFEEBEREE A
B8 53 2 1% ) 49 /285,100,0005 JT
BMARRBHAE-_ZT—N\E_A
+B Z AMATH - TS RIBERE
#763,300,000/8 T AR EE AR E
ErEBEBEREE-

48. COMPARATIVE AMOUNTS 48. Lt & 58

As a result of the discontinued operation as set out in note 11,
the comparative consolidated income statement, consolidated
statement of cash flows and the related notes have been re-
presented as if the discontinued operation during the year had
been discontinued at the beginning of the comparative period.
Besides, certain comparatives in the consolidated financial
position, consolidated statement of cash flows and the related
notes are reclassified during the year to conform to current
year's presentation of the consolidated financial statements.
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