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CONDENSED CONSOLIDATED INCOME STATEMENT

HHGEREAR

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

(Unaudited)
(REEX)
Six months ended 30 June
BERA=+HLRMER

2018 2017
Notes HK$°000 HK$'000
—E-N\F —F—tF
P FTHEx FHET
Continuing operations BERSEXER
Revenue W = 4 66,903 7,895
Cost of sales 4 B AR (10,577) (7,418)
Gross profit ER 56,326 477
Other income H At W A 4 784 1,414
Selling and distribution expenses HERDHAX (4,656) (164)
Administrative expenses THAX (16,992) (14,096)
Other operating expenses HA & &M (4,069) (3,887)
Finance costs B RSB AR 6 (40,652) =
Loss before income tax MRFETSHATE R 7 (9,259) (16,256)
Income tax (expense)/credit s (X)) #H& 8 (396) 336
Loss for the period from continuing BERKEXEKZ
operations AEAE BB (9,655) (15,920)
Discontinued operation BRIELEEK
Loss for the period from ERIEEEER 2
discontinued operation NHAEEE 10 - (9,570)
Loss for the period KEEEE (9,655) (25,490)
(Loss)/profit for the period FEEAHIME (B5E) B
attributable to:
Owners of the Company KARHE A (14,714) (23,033)
Non-controlling interests FEPERR IR R 5,059 (2,457)
(9,655) (25,490)
Loss per share for loss attributable to AR T EBAEBEEREZ
the owners of the Company BREE 11
Basic and diluted EARREE
— from continuing operations —RFREEEER (HK cent 0.337&4l) | (HK cent 0.36/% )
— from discontinued operation —ERIEREED N/A T (HK cent 0.247 )
— from continuing and —RFELEEBR
discontinued operations BRI E XK (HK cent 0.333%4L) | (HK cent 0.60/1L)
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
BHGEE2ERAR

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

(Unaudited)
(REHFR)
Six months ended 30 June

BEAA=1+HLAMEA

2018 2017
HK$’000 HK$'000
—EF-N\F —T—+F
FHET FEIT
Loss for the period rHEEBE (9,655) (25,490)
Other comprehensive income HiZ2mEUK A
Items that may be reclassified subsequently E#ZJEEH 7 EEZE=2EH -
to profit or loss:
Exchange (losses)/gains on translation of BREBINEBH BT
financial statements of foreign operations 5 (F18) e (7.690) 23,613
Release of exchange reserve upon M E A Al e
disposal of subsidiaries i b B 3 (5 1 - (10,888)
Other comprehensive income AHBEMEEEBA - RBIE
for the period, net of tax (7,690) 12,725
Total comprehensive income AHEEZEBRALRE
for the period (17,345) (12,765)
Total comprehensive income BiEE2EBALEE:
attributable to:
Owners of the Company KARHEE A (20,794) (15,776)
Non-controlling interests FESE IR AR R 3,449 3,011
(17,345) (12,765)
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

GRS B R &

Asat30 June 2018 R —ZE— N\EFEXA=1+H

(Unaudited) (Audited)
(REEZR) (&%)
30 June 31 December
2018 2017
Notes HK$'000 HK$'000
=Y WYY —T
AA=+H | t=—A=+—8
iik=2 FET FHET
ASSETS AND LIABILITIES EEREE
Non-current assets FREBEE
Property, plant and equipment M- BEREE 12 3,041 9,650
Intangible assets EmREE 217,351 217,769
Investment properties REMEE 13 1,482,743 1,500,000
Deposits and other receivables e & H fth B W R IE 64,081 66,116
Deferred tax assets RIEFRIEE E 50,997 50,384
1,818,213 1,843,919
Current assets REEE
Trade receivables FE W & 5 BR1A 14 11,247 8,372
Prepayments, deposits and BRFRE R &
other receivables H b fE U kI8 60,034 68,087
Financial assets at fair value through BERAFEFAERZ
profit or loss M EE 12,190 15,809
Pledged bank deposits BHEFRITER 8,449 51,360
Cash and bank balances Re RRITHET 42,798 5,699
134,718 149,327
Current liabilities REAE
Bills and other payables and accruals JEAT 4% Hqth B FR1E &
& &t A 416,973 542,976
Amounts due to non-controlling JE A FE 158 AR IR R SR8
shareholders - 101,600
Bank borrowings RITE K 15(a) 131,489 68,984
Other borrowings H & 5K 15(b) 184,645 158,956
Finance lease liabilities MEEEAE 57,298 146,863
Convertible bonds AR (& 55 148,522 195,400
Tax payables JE < 351 18 10,147 10,325
949,074 1,225,104
Net current liabilities REBEEFE (814,356) (1,075,777)
Total assets less current liabilities EERERRBERE 1,003,857 768,142
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
BRRE BRI R

As at 30 June 2018 =T — \FRA=1+H

(Unaudited) (Audited)
(REER) (LT Z)
30 June 31 December
2018 2017
Notes HK$°000 HK$'000
—E-N\F —E—+F
AB=+H | t=A=t+—~
B 5 TET FHET
Non-current liabilities kRBEE
Amounts due to a non-controlling JE A JIE 45 AR AR R SR8
shareholder 212,543 -
Bank borrowings RITHERN 15(a) 151,040 225,600
Other borrowings H b B 5K 15(b) 23,274 1,036
Finance lease liabilities mEHEARE 13,210 68,994
Deferred tax liabilities FEERIBAE 101,297 101,772
501,364 397,402
Net assets EEFE 502,493 370,740
EQUITY R
Equity attributable to the owners of AAQAFEGAEGES
the Company
Share capital &N 16 502,712 304,970
Reserves G (170,878) (101,440)
331,834 203,530
Non-controlling interests TR RER 170,659 167,210
Total equity 4R 502,493 370,740
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BEEES=E Fot - E

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

(Unaudited)
(REER)
Equity attributable to the owners of the Company
KARREAEERER
Convertible
bonds 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$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TRRES FERBRR
B RHEE ERRE EiRE RERH EfRA 25 E#R @t B EY 3
FHL THL THT FiEn FHL TAL T FEL THL T
At 1 January 2017 RZZ—tE-f-H 304,970 2,363,920 177,027 5,070 462,708 - (2,963,907) 349,788 115,494 465,282
Derecognition of non-controlling i NG LR
interests upon disposal of subsidiaries  FFIERRIR R iE L
(Note 10) (KzE10) = S S = S S S = 22,532 22,532
Transaction with owners BREAZRS - - - - - - - - 22,532 22,532
Loss for the period THEEE - - - - - - (23,033) (23,033) (2,457) (25,490)
Other comprehensive income, Hb2EHRA
net of tax: NERBE:
Exchange gains on translation of BEBNEBIBREL
financial statements of B X s
foreign operations - - - 18,145 - - - 18,145 5,468 23,613
Release of exchange reserve upon HERB R AR
disposal of subsidiaries (Note 10) BREREE (F10) - - - (10,888) - - - (10,888) = (10,888)
Total comprehensive income rEM2AUNLE
for the period - - - 1,257 - - (23,033) (15,776) 3,0Mm (12,765)
At 30 June 2017 R-E-tExA=1A 304,970 2,363,920 177,027 12,327 462,708 - (2,986,940 334,012 141,037 475,049
At 1 January 2018 RZZ-\E-F—-H 304,970 2,363,920 177,027 12,068 462,708 33,865  (3,151,028) 203,530 167,210 370,740
Issue of shares upon placing (Note 16)  ER&E %47 (A (Hiz16) 60,994 26,227 - - - - - 87,221 - 87,221
Share issue expenses BRABTRX - (2,125) - - - - - (2,125) - (2,125)
Issue of shares upon conversion of SRTARESRETRG
convertible bonds (Note 16) (Kzk16) 136,748 361,954 - - (434,700) - - 64,002 - 64,002
Transactions with owners BREAZRS 197,742 386,056 - - (434,700) - - 149,098 - 149,098
(Loss)/profit for the period REE (B8) /& - - - - - - (14,714) (14,714) 5,059 (9,655)
Other comprehensive income, Hip2EMA
net of tax: nKHE:
Exchange gains on translation of BEENEBIBREL
financial statements of B 3 s
foreign operations - - - (6,080) - - - (6,080) (1,610) (7,690)
Total comprehensive income rEM2AUNLE
for the period - - - (6,080) - - (14,714) (20,794) 3,449 (17,345)
At 30 June 2018 R=¥-NEAAZ1R 502712 2749976 177,07 5988 28008 33865 (3165742 3384 170659 502493
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HHGERERER

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

(Unaudited)
(REBER)

Six months ended 30 June

BEAA=1+HLAMEA

2018 2017
HK$’000 HK$'000
—E-N\F —E—tF
FHET FET
Net cash used in operating activities KEEBMA RS FE (83,193) (3,582)
Net cash generated from/(used in) BEETHEEL, (FA)Z
investing activities HEFR 39,099 (22,724)
Net cash generated from/(used in) MEESHEE (A2
financing activities ReFE5E 81,278 (141,147)
Net increase/(decrease) in cash and cash RekBEEFHEEBEEZ
equivalents wm CRd) g 37,184 (167,453)
Cash and cash equivalents at R—A—BZHEK
1 January ReEAEIER 5,699 190,393
Effect on foreign exchange rate changes EXGe w8 (85) 983
Cash and cash equivalents at RAR=+HZEE K
30 June BRe%HEER 42,798 23,923
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BHRREMBRRME

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

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 Islands 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 six months ended 30 June 2018 (the “Period”), the
principal activities of the Company and its subsidiaries (together
referred to as the “Group”) include:

- oil production representing the business of oil
production; and

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

These unaudited condensed consolidated interim financial
statements have been prepared in accordance with Hong
Kong Accounting Standard (“HKAS") 34 Interim Financial
Reporting issued by the Hong Kong Institute of Certified Public
Accountants (the “"HKICPA") and the applicable disclosure
requirements of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”).

These unaudited condensed consolidated interim 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.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BARE M BRI

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

CHANGES IN ACCOUNTING POLICIES

These unaudited condensed consolidated interim financial
statements should be read in conjunction with the annual
consolidated financial statements of the Company for the year
ended 31 December 2017 (the “2017 FS"). Except as described
below, the accounting policies and methods of computation
used in the unaudited condensed consolidated interim financial
statements are the same as those followed in the preparation of
the 2017 FS.

In the Period, the Group has applied for the first time the
following new and amended Hong Kong Financial Reporting
Standards (“HKFRSs"”) which collective term includes all
applicable individual HKFRSs, HKASs and Interpretations
issued by the HKICPA, which are relevant to and effective for
the Group's financial statements for the accounting period
beginning on 1 January 2018:

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

o Amendments to HKAS 40, Investment Property —
Transfers of Investment Property

° HKFRS 9 — Financial Instruments

. HKFRS 15 — Revenue from Contracts with Customer

The adoption of these new standards and amendments has
no material impact on these condensed consolidated interim
financial statements.

The Group has not early adopted any new and amended
HKFRSs, which have been issued but are not yet effective, in
these condensed consolidated interim financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BHRREMBRRME

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

3.

BASIS OF PREPARATION

(a)

Oil production sharing 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 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, namely China
National Petroleum Corporation (“CNPC”), on 13
August 2007 (the “Songliao Contract”) from the
vendor, Greater China Limited (“Greater China”),
details of which are set out in note 35 to the 2017
FS. 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 (the
"Directors”) was informed that Mr. A was formally
charged by prosecution authorities in the People’s
Republic of China (the “PRC") for illegal crime (the
“Charge”), possibly involved allegations about improper
conduct in obtaining the Songliao Contract.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BARE M BRI

For the six months ended 30 June 2018 & Z ==

3.

—NFERA=+RBIEXRER

BASIS OF PREPARATION (continued)

(a)

Oil production sharing contract
(Continued)

As soon as the Directors 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.

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 CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BHRREMBRRME

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

3.

BASIS OF PREPARATION (continued)

(a)

Oil production sharing contract
(Continued)

In March 2017, the Group obtained the legal opinion
from the Company’s lawyers 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.

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 had issued the
first adjudication of the Charge. As Mr. A is not found
guilty in respect of the Charge, the Songliao Contract
should continue to be valid to the Group and the
Group is able to carry out business relating to the 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 Grand Court of the Cayman
Islands (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). On 10 May 2018, a consent
order was granted by the Cayman Court regarding the
discontinuation of the litigation and the discharge of the
injunction order.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BARE M BRI

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

3. BASIS OF PREPARATION (continued)

(b)

Going concern basis

The condensed consolidated financial statements
have been prepared on a going concern basis
which notwithstanding that (i) the Group incurred
a loss of HK$9,655,000 (six months ended 30
June 2017: HK$25,490,000) during the Period;
(i) as at 30 June 2018, the Group had net current
liabilities of HK$814,356,000 (31 December 2017:
HK$1,075,777,000); (iii) as at 30 June 2018, included
in current liabilities was the total outstanding
construction costs of HK$402,271,000 (31 December
2017: HK$484,044,000), that are required to repay
within one year after the reporting date, in which
amounts of HK$365,017,000 (31 December 2017:
HK$403,946,000) and HK$37,254,000 (31 December
2017: HK$80,098,000) are recognised under other
payables and other borrowings respectively; and (iv)
as at 30 June 2018 included in current liabilities was
other borrowings of HK$28,757,000 (31 December
2017: HK$30,054,000) that was overdue for repayments
(note 15). 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
discharges its liabilities in the normal course of business.
The Directors have prepared the condensed consolidated
financial statements based on a going concern on the
assumptions that:
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BHRREMBRRME

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

3. BASIS OF PREPARATION (continued)

(b) Going concern basis (Continued)

(i)

the Group will settle part of the outstanding
construction costs in the coming twelve months
after the reporting period. For the remaining
balances of total construction costs, the
contractors will extend the repayment dates over
twelve months after 30 June 2018 based on the
view that the Group’s Dongying Port project,
which accounted for approximately 60% of the
Group's outstanding construction costs as at 30
June 2018, has demonstrated (1) higher business
viability, due to the listed company background
of the Group, the large scale of total asset base
of our port project in the amount of HK$1,605
million as at 30 June 2018 and the income
stream generated from the lease agreement
with the lessee as disclosed in the Company’s
announcement dated 24 October 2016 and
circular dated 17 February 2017; and (2) stronger
adaptability amidst tightening policies on
construction standard and operational safety, as
demonstrated by the obtaining of all requisite
licenses and regulatory approvals for operation
and the full-scale operation of the project during
the Period. Accordingly, the Directors noted that
the Group’s contractors have shown continuous
support to and confidence on the Group and
had, overall speaking, maintained good working
relationship with us in terms of payment and
ongoing project construction. The Directors are
of the view that the Group had been managing
construction work acceptance and fee payment
in line with market practice, with the view to
striking a careful balance between different
project objectives including responsible work
acceptance procedures, treasury management,
quality and safety assurance and project
timetable and milestones achievement. Given
that the Group’s key construction contractors
had developed a long and stable cooperation
and working relationship with the Group and
our project and that the construction work had
been carrying on throughout the years, it is
reasonable for the Directors to believe that the
good working relationship with our constructors
will continue as usual, especially after the full
operation of our Dongying Port project during
the Period; and
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BARE M BRI

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

3. BASIS OF PREPARATION (continued)

(b) Going concern basis (Continued)

(c)

(i) new fundings will be obtained from subscription
and placing of convertible bonds under specific
mandate of which the relevant resolutions
have been passed in the extraordinary general
meeting of the Company (the “EGM") held on
17 August 2018.

After taking into account the above measures, the
Directors 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
condensed 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 condensed
consolidated financial statements.

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.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B AR S B B SRR MY ot

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

3. BASIS OF PREPARATION (continued)

(c) Loss of controls over assets of QHFSMI
and 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 (the “Board”)
discovered that the exploration licence held by QHFSMI
was transferred to a company known as 5 & /NAL L
IRFZFESE AR 2A 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 CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BARE M BRI

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

3. BASIS OF PREPARATION (continued)

(c)

Loss of controls over assets of QHFSMI
and 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.

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 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, 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 CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B AR S B B SRR MY ot

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

4. REVENUE AND OTHER INCOME

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

W 3 B H Atb i A

AEEIZXEBNZSAEEZHARS
P IR VKR - AEBE T R X
EAEZWam R EMBAERET

(Unaudited)
(REER)

Six months ended 30 June
BEANA=+THLEAEA

2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
FHET FHT
Revenue W &=
Continuing operations BEKEXER
Sale of crude oil 5 R 17,836 7,895
Rental income from
investment properties KEMEZHERA 49,067 =
66,903 7,895
Other income Hp g A
Continuing operations BEQSEER
Bank interest income RITH BULA 596 414
Other tax refunds HiRIERE - 904
Exchange gain, net SNEE Ui 25 0% R 161 =
Sundry income FIHEBA 27 96
784 1,414
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BARE M BRI

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

5. SEGMENT INFORMATION 5. 7EEH

The Group has identified its operating segments and prepared REEEAREE Hm A 5 25 12 8 & WA
segment information based on the regular internal financial HAREPEERERE B EBH 2B
information reported to management of the Group for their ZENHRB ALY BER B HE
decisions about resources allocation to the Group's business BEOEREEIBEEN NASETEE
components and review of these components’ performance. ER AR RE 2 EB D HIRBAEER
The business components in the internal reporting to FTEERAREEEET AEEC®L
management of the Group are determined based on the A THREDE-

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) EMOBE BEMRER:
oil production;

(b)  the Oil and Liquefied Chemical Terminal segment (b) Mo MR (E TRIEES R B
represents the business of leasing of oil and liquefied EnmkREBLCINEE BER
chemical terminal, together with its storage and logistics Mm SRR &

facilities; and

(0 the Supply of Electricity and Heat segment represents (0) REMESE  BREEERMEE
the business of generation and supplying of electricity ¥ o ZOH AR T —EFREK
and heat. This segment was discontinued during the IS

corresponding period in 2017.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B AR S B B SRR MY ot

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

5. SEGMENT INFORMATION (continued) 5.

There was no inter-segment sale and transfer during the Period
(six months ended 30 June 2017: Nil).

THEER (&)

FHEYE IRz ERER (BEZ
T—tFRA=ZTRHIERER:#|) -

Discontinued

Continuing operations operation
FREEER BALEEEY
0il and Liquefied Supply of Electricity
0il Production Chemical Terminal and Heat Total
B HRRRRCIREE REME @t
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEZ) (REEZ) (REEZ) (REEK)
Six months ended Six months ended Six months ended Six months ended
30 June 30 June 30 June 30 June
HEAAZTHLAER HEEAAZTHLAER BEAAZTHLAMEAR BEAAZTHLAEA
2018 2017 2018 2017 2018 2017 2018 2017
“B-N\E | ZT—+F |ZB-N\F |5 +F |ZB-0\F | ZT—+F |ZB-N\F | ZT—+tF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET ThR TR ThEx TR FET TR FEL
Reportable segment revenue: BED B
From external customers RENEEP 17,836 7,895 49,067 - - - 66,903 7,895
Reportable segment profit/(loss) RESRRT/ (BE) 3,700 (5,099) 36,087 (2,902) - (449) 39,787 (8,450)
Bank interest income RITFIEUA 2 3 593 am - - 595 414
Depreciation 7E (2.457) (1,871) (410) 231) = = (2.867) (2,102)
Amortisation of sea area use rights /G2 BE&H = S = (1,151) = S = (1,151)
Amortisation of intangible assets BREESHE (326) (350) - - - - (326) (350)
Reportable segment assets BRENEEE 275,735 481,658 | 1,604,897 | 1,326,733 - - | 1,880,632 | 1,808,391
Additions to non-current segment  AHRISERB S AEEEM
assets during the Period 358 217 3,511 236,818 - - 3,869 237,035
Reportable segment liabilities ~ H&EHEEE 223,671 273226 | 1,034,723 | 867,427 - - | 1258394 | 1,140,653
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R B4R S B B #R R MY o

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

5. SEGMENT INFORMATION (continued) 5.

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

the condensed consolidated financial statements as follows:

TEEN (#)

AEBZED M2 2 855 EEH
HAMBHRERTEINNAREEIRMHKHR
BZHBRMT

(Unaudited)
(REHFXK)
Six months ended 30 June

BEAA=+HILAMEA

2018 2017

—E-)N\#F Tt

HK$’000 HK$'000

FHET FET

Reportable segment profit/(loss) HwEDERERN S (EB) 39,787 (8,450)
Segment loss before income tax from BRI EEBRPTS T AT

discontinued operation ’\*EEEH?% - 449

Finance costs B 75 i A (40,652) =

Other unallocated income HibRn KA 1 12

Other unallocated expenses H R B (8.395) (8,267)

Consolidated loss before income tax FRBAS B EBRFTSEA
from continuing operations REEE (9,259) (16,256)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B AR S B B SRR MY ot

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

5. SEGMENT INFORMATION (continued)

5. o¥EER @)

(Unaudited) (Audited)
(REEXR) (EEZ)
30 June 31 December
2018 2017
—E-N\fF —E—+tF
~NA=+H | +ZA=+—H
HK$°000 HK$'000
FET FHET
Assets EE
Reportable segment assets REDBEE 1,880,632 1,975,728
Property, plant and equipment M- BEREE 51 59
Cash and bank balances ReRBITET 41,914 575
Other corporate assets HihbEEE 30,334 16,884
Group assets rEEEE 1,952,931 1,993,246
Liabilities 8&
Reportable segment liabilities WEDEEE 1,258,394 1,392,787
Convertible bonds MR ES 148,522 195,400
Other corporate liabilities HirEEE 43,522 34,319
Group liabilities AEEERE 1,450,438 1,622,506
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R B4R S B B #R R MY o

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

5. SEGMENT INFORMATION (continued)

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 into 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 the major customers is as follows:

TEEN (#)

FERBIEEP ZEEBURTE (B
) BEPAEMEDREMRXNE M
HEPERANMIVANZBEE D - BN
REOFERBDEERERUNPE Bib
E2IFERBDEEMEMRE -

KEXTEEPZWSWT:

(Unaudited)
(REEX)
Six months ended 30 June
BEXA=THLEAKEAR

2018 2017
—E-N\F —E—+F
HK$’000 HK$'000
FET FAT

Customer A (derived from the Oil BEPA(RIRRERD )
Production segment) 17,836 7,895

Customer B (derived from the Oil and ZFEB (ZRIRMAH M &

Liquefied Chemical Terminal segment) BT mIEED ) 49,067 =
66,903 7,895
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B AR S B B SRR MY ot

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

6. FINANCE COSTS

Bt %5 Ak AN

(Unaudited)
(REHFR)
Six months ended 30 June
BERA=+THLRER

2018 2017
—E-N\F —E—LF
HK$'000 HK$'000
FERT FAT
Continuing operations BFEREE
Imputed interest on convertible bonds AMRES CHEEF A 17,253 14,846
Interest on bank and other borrowings  fR{T R EMERZF B 14,573 7,431
Finance lease charges mEMRESTH 3,985 7,549
Interest on amounts due to & 3E 1 AR
non-controlling shareholders AREFRIE 2 F B 4,841 2,019
40,652 31,845
Less: Amount capitalised* BN e - (31,845)
40,652 -
* Borrowing costs capitalised during the corresponding period in R-E—tFRPRNEBREANEER

2017 arose on the general borrowing pool which are calculated
by applying a capitalisation rate of 6.54%, to expenditure on
qualifying assets.

The construction of the Group’s port and storage facilities of
the Oil and Liquefied Chemical Terminal segment of the Group
(the “Port and Storage Facilities”) has been completed in
September 2017, therefore no finance costs are capitalised for
the Period.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R B4R S B B #R R MY o

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

7. LOSS BEFORE INCOME TAX

B P & B A1 5 18

Loss before income tax is arrived at after charging/(crediting)

the following:

BAERABESINGR, (GFAIRTE
15 :

(Unaudited)
(REEX)
Six months ended 30 June
BEXA=THLEAKMEAR

2018 2017
—E-N\F —E—tF
HK$’000 HK$'000
FET FAT
Continuing operations BEREXK
Depreciation e 2,875 2,112
Amortisation of sea area use rights* v 3k {57 R e 6 - 1,151
Amortisation of intangible assets* B EEEH 326 350
Direct operating expenses arising EXHSWAZKRENEEELEY
from investment properties HELLRX!
that generated rental income?* 4,398 -
Fair value loss on financial assets at BRATFEGFAERZ
fair value through profit or loss* BB EEZAFEERE* 3,392 2,372
Exchange gain, net SN U % 5 RR - (1,780)
Operating lease charges on land and T REFREENER
buildings 2,125 3,165
Employee costs, including directors’ EEKRA BEEZHE
emoluments 9,810 6,037
* Included in “other operating expenses” in the condensed e Bt ABRGE BRI [HMgEH
consolidated income statement. X1e
# Included in “selling and distribution expenses” in the J Bt ATRAGEBRRR [HERDH
condensed consolidated income statement. Fx]e

Depreciation expenses of approximately HK$1,677,000
(six months ended 30 June 2017: HK$933,000) and
approximately HK$1,198,000 (six months ended 30 June
2017: HK$1,179,000) were included in cost of sales and
administrative expenses respectively.

WERZ 41,677,000 T (HE-ZT—+
FRA=F+HIEAMEA 9330008 7T) &
#91,198,0008 T (BE=Z—+tF <A
=+ 81 EA 1,179,000 L) E D Al
ETAHER AR RITHAX
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B AR S B B SRR MY ot

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

8. INCOME TAX EXPENSE/(CREDIT)

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

FrEBmx, (ER)

MR AEENMERFSEEETBELER
BRERBZGEAHERBEH WA BRE
BNERIEL RS-

(Unaudited)
(REEX)
Six months ended 30 June
BEAA=1+HLAEAR

2018 2017
—E-N\F —E—+tF
HK$’000 HK$'000
FHExT FiBT
Continuing operations BESEER
Current tax — the PRC EHHE -4
— Current year —AFE 3 2
- PRC withholding tax —H RN 474 =
Deferred tax — the PRC BRER IR —
— Current year —REE (81) (338)
Income tax expense/(credit) FBRAL (E&) 396 (336)

Branches of China Era in Beijing and lJilin, the PRC are subject
to PRC enterprise income tax at the tax rate of 25% (six months
ended 30 June 2017: 25%) for the Period.

9. DIVIDENDS

The Board did not recommend any payment of interim
dividends during the Period (six months ended 30 June 2017:
Nil).
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BARE M BRI

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

10.

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 it subsidiaries referred to as the
“Sunlight Group” engaged in the supply of electricity and
heat) which holds 60% equity interest in Shanxi Zhong Ka
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 had been 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” as the supply
of electricity and heat represented one of the major line of
business of the Group. Sales, results, net liabilities and cash
flows of the Sunlight Group were as follows:

10.

ERLEREXR
R-E-EF+=A=+R FEEEB

SNE=H(TEFDTZEE R &t
EhBEKRHERBENEMASEERERE
HEASEERAE CGEREKBRRRE
[RESEE| HEASHE ZAREE
LWAEFRIEEELRERR A 260%
BE)NEBITRORFEER RER
1,500,000 7T ([HESBHE]) s HEHR
ARABBEBHA-_ZE—AE+_A=+H"
ZE—ARFZAZTNABARZE—RFT+
ATZBZ2RAMUARARBHBAZT
—tF_AFTtAZAEK - HEZTHEDR
—E—+tF=RAR+tH(HEBH])=E
B - BB BRI B WmE EAFE55 [F51E
HEZIRBEERDRIELEERT
Fris v ERIEREHET  RESREHE
ERAEE-—HIEXBKR AEEEN
HE ¥XE BEFEEBESREBRLN
T
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BHRREMBRRME

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

10. DISCONTINUED OPERATION (continued) 10. BRIEREEK &)
(a) Analysis of the results of the (a) EHRIEBEEXBERXEST
discontinued operation: #r -
(Audited)
(&%)
Period from

1 January 2017 to
the Disposal Date

BZZ—+tF

—A—HRE=E

& B B LE AR

HK$'000

FHEIT

Loss for the period B A BB (449)
Loss on disposal of subsidiaries (note b) &I @R AEE (MiFEb) (9,121)
(9,570)

Revenue & =
Cost of sales $HE A =
Gross loss 18 =
Other income H A 5
Administrative expenses TEA X (454)
Loss before income tax k& P15 B Al ES 1B (449)
Income tax expense FrefiMx =
Loss for the period A& (449)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R B4R S B B #R R MY o

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

10. DISCONTINUED OPERATION (continued) 10.

(b) Disposal of subsidiaries:

CRIEREER &)
(b) HEMBRF:

HK$'000
FH& T
Net liabilities disposed of: HEMNEEFE:
Property, plant and equipment Y- WE k& 31,796
Prepaid land lease payments TET + H A & 5RIB 4,516
Inventories A 2,047
Trade and other receivables FEWE 5 Kk H M BRI1E 71,122
Cash and cash equivalents RekBHeEEER 322
Trade and other payables EBRE S REMEKRIE (42,776)
Bank borrowings RITIE K (51,531)
Amount due to the Group B AREE A FIAE (81,388)
Amounts due to a non-controlling JE 1 FE 450 AR IR BR A 3K
shareholder (16,519)
Non-controlling interests FE 12 IR AR R HE A 22,532
(59,879)
Disposal of the amount due to HERNARNEEFIE (HEER])
the Group (the “Sale Loan”) 81,388
Release of exchange reserve upon disposal tH & i % [ & 3 % #5 (10,888)
Loss on disposal of subsidiaries HEMBAREE (9,121)
Total consideration BwRE 1,500

An analysis of the net cash flow arising on disposal of

HEERIEEEBELEZRER
g%

the discontinued operation was as follows: BEOMWT:
HK$'000
FHET
Cash consideration BRERE 1,500
Cash and cash equivalents disposed of HEZRERAESEIER (322)
Net cast inflows arising from the HEWNBAREAZRERAFE
disposal of subsidiaries 1,178
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BHRREMBRRME

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

10. DISCONTINUED OPERATION (continued)

(b)

Disposal of subsidiaries (Continued):

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.

11. LOSS PER SHARE

The calculations of basic loss per share attributable to the
owners of the Company are based on the following data:

10. 2#&

(b)

IR @)
HERB LG (#):

AREEENLEBHMNEERE
ERIBREE 9 B 4 &109,803,000
77T %192,214,0008 T - H £ &
4 B #9,121,00008 T BNH &
Ff 18 3 181,500,000 7T B %= Fr
& & EFEH10,621,000% 7T
AT FIEAFRE)EEERLD
81,388,000 7T : (VA B EEES
A JE (5 HE 25 4959,879,0005%8 7T (&
B8) RNAHEREDEN #E
#910,888,000/8 Lo HE W EEE
EMBHBERAZ KB R -

FRER

AL AR S A R TR DL
TS

(Unaudited)
(REEX)
Six months ended 30 June
BEAA=t+HLARER

2018 2017
—E-N\F —E—+F
HK$’000 HK$'000
FTHExT FHET
Loss for the period attributable to ARG ESRERERZ
the owners of the Company for RATEB AEGEARBAEER
the purpose of basic loss per share
- From continuing operations —REFELEED (14,714) (13,643)
— From discontinued operation —REERIEEEER - (9,390)
(14,714) (23,033)
Number of shares BRHEE ‘000 ‘000
FB TR
Weighted average number of ARG EERERERZ
ordinary shares for the purpose of L3RR N T 1A #
basic loss per share 4,517,706 3,834,905
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BARE M BRI

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

11.

12.

13.

14.

LOSS PER SHARE (continued)

The calculation of basic loss per share is based on the loss
attributable to the owners of the Company and the weighted
average number of ordinary shares.

For the six months ended 30 June 2018 and 2017, no
adjustment has been made to the basic loss 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 per share amount presented.

PROPERTY, PLANT AND EQUIPMENT

During the Period, the Group acquired property, plant and
equipment at cost of approximately HK$638,000 (six months
ended 30 June 2017: HK$237,035,000).

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.

During the Period, the additions to investment properties at
cost amounted to approximately HK$3,231,000.

As at 30 June 2018, investment properties of approximately
HK$1,482,743,000 (31 December 2017: HK$1,500,000,000)
have been pledged to secure banking facilities granted to the
Group and finance lease liabilities.

TRADE RECEIVABLES

The Group normally allows trading credit terms not more than
30 days (31 December 2017: not more than 30 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 receivables are non-interest bearing.

11.

12.

13.

14.

BREE @)

BREABRIIREARAER ARIGE
BREBRINEFHHE-

BHE_Z—N\FER=-ZE—tF~A=1+H
ERER BHRKRABRZAIBRESHET
2z EREAFEcEEERESY
Z WTEREE2I cBREAEESSE
EL -

MR- BERRE

AR AEEKREYE BELRED
AN %) 45638,0008 7T (BE T —+HF N
A=+H81t/518A8 : 237,035,000 7T) ©

REM*

BB EE mm MR TRIEE Y
X BEERBETE®H® AR
BN EREREOR —T—LFNA
—TREREREYE-

AHRA - ARKAGH 8 ZIREMFERMND
3,231,000/ 7T

MNZZE—NEXB=1HB BREWED
1,482,743,0008 L (ZZE—+tF+ =R
=+—H :1,500,000,000/% 7T) & # 3 -
NAREEERTZRITHRERBERSE
BEEEM-

e E 5 iR1E

AEE-RBRETEBELBAREZEFTEZRN
30 (ZE—+tF+=ZRA=+—H: 1%
RIB)) 2B S EEM-BEXFPEERE
BErR - pETEEYERHEZEAER
FERTCHNREPME UKL EEDN
EEB-BREZFEBIL L -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B AR S B B SRR MY ot

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

14. TRADE RECEIVABLES (continued) 14. BEREZRE (&)

Ageing analysis of trade receivables, based on the invoice date, EWE ZRIBREZERAHZER ST
is as follows: T:

(Unaudited) (Audited)

(RREEZ) (&2

30 June 31 December

2018 2017

—E-N\F —E—L+F

AA=+H | tTZTA=+—H

HK$'000 HK$'000

THET FHET

1 - 30 days 1230H 10,346 8,372

31 - 60 days 31260H 901 =

11,247 8,372

As at 30 June 2018 and 31 December 2017, there were no
trade receivables that were individually determined to be
impaired. The Group did not hold any collateral over these
balances.

As at 30 June 2018 and 31 December 2017, the entire trade

receivables were neither past due nor impaired. These related to
customers for whom there were no recent history of default.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BARE M BRI

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

15. BANK AND OTHER BORROWINGS 15. BITRHEMERK
(a) Bank borrowings (a) RITEF
(Unaudited) (Audited)
(REER) (= z)
30 June 31 December
2018 2017
—E-N\EF —E—tF
~NA=1+H +=—A=+—H
HK$000 HK$'000
FET FAET
Current Bp &R
Bank loans, secured WITER BER 131,489 68,984
Non-current JE BN AR
Bank loans, secured RITEZ AIRHE 151,040 225,600
282,529 294,584
These balances as at 30 June 2018 are denominated in RZE-—NFANA=Z+H" %
Reminbi (“RMB”), charged at a fixed interest rate of EEBUAREK(TARYE )
6.5% per annum and pledged by investment properties E - ZREFEFNE65% L H
of approximately HK$1,482,743,000 (31 December & W) 4)1,482,743,00008 7T
2017: HK$1,500,000,000) (note 13). —E—+tF+ZA=+—8:
1,500,000,0008 7) (BT EE13) 1E
A o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B AR S B B SRR MY ot

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

15. BANK AND OTHER BORROWINGS

(Continued)

(b) Other borrowings

(b) RAfEFs

15. SRITREMER (@)

(Unaudited) (Audited)
(REEZR) (f&EZ)
30 June 31 December
2018 2017
—E-N\F —+tF
AA=+H | tZA=+—H
HK$'000 HK$'000
FHERT FHET
Current: BOHA
Obtained from BREBYE=F:
the independent
third parties:
Loan A, unsecured (note i) ERA - SR (K 5T 5,664 5,880
Loan B, unsecured (note i) BB EEW (MRE) 1,022 1,039
Loan C, unsecured (note i) ERC EE i (HI5ED) 15,800 16,309
Loan D, unsecured (note i) E XD I (HI5ED) 1,593 1,620
Loan E, unsecured (note i) BRE EIEE (K 588 1,090
Loan F, unsecured (note i) E R | (R 4,090 4,116
Loan G, unsecured (note ii) ERG \EA (M) 5,605 10,939
Loan H, unsecured (note ii) EFH - EE W (i) 2,891 2,940
Loan I, unsecured (note iii) BRI A (KT &Eii) 30,807 36,165
Loan J, unsecured (note iv) B S (HaEiv) - 12,725
Loan K, unsecured (note v) BRK EIEE (M) 5,268 5,058
Loan L, unsecured (note vi) Bl S (K sEvi) 62,314 61,075
Loan M, unsecured (note vii) EXM - R (M 5Evii) 354 =
Loan N, unsecured (note viii) BN R (B ETvii) 48,649 =
184,645 158,956
Non-current: JEBNHA :
Obtained from BREBYE=FH:
the independent
third parties:
Loan K, unsecured (note v) BERK - EE AR (faEv) 609 556
Loan M, unsecured (note vii) BERM - S (FHaEvii) 118 480
Loan O, unsecured (note ix) B0 EIEE (M sEix) 10,127 =
Loan P, unsecured (note x) ERP EIEHE (K sEx) 601 =
Loan Q, unsecured (note xi) ERQ - EEM (Makxi) 11,819 =
23,274 1,036
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R B4R S B B #R R MY o

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

15. BANK AND OTHER BORROWINGS
(Continued)

(b) Other borrowings (Continued)
Notes:

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

(ii) These loans are interest-free and repayable in July
2018.
(iii) This loan is charged at fixed interest rate of 15% per

annum and the repayment has been extended from
May 2018 to November 2018.

(iv) This loan was interest-free and was settled in May
2018.
(v) These loans are charged at fixed interest rate of 4.75%

per annum and repayable in 2018 and 2019.

(vi) These loans include amounts of HK$33,403,000 (31
December 2017: HK$32,648,000) and HK$28,911,000,
(31 December 2017: 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 respectively and repayable on demand
as at the reporting date (31 December 2017: March
2018 and June 2018 respectively).

(vii) These loans are interest-free and repayable in 2019.

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

(ix) This is a 3-year bond charged at fixed interest rate of
7% per annum and repayable in April 2021.

(x) This loan is charged at 4.75% per annum and

repayable in January 2020.

(xi) This loan is charged at 9.6% per annum and repayable
in July 2019.

15. SRITREMER (@)

(b) EMEF (&)

B3E

(i) REBBERHEQRRENRE

(i) RESRER-_Z-—NFLA
BE-

(iii) HEEFFE15%:HE BEE
HR¥-_FTE-/\FRALER=ZE
—Z-N\F+—AR-

(iv) REBRER=ZF—NFAA
Bt

(v) B E T EMNERLTS % B R E
RZZE-NEFER=ZZT—NFHE

o

&

(vi) BEEEE —BIEERR
Rrz—HBEAAMNSE
33,403,000 L (=T —tF
+= A =+—H:32,648,000
7 70) 128,911,000 7T ( —
EZ—+tF+=-A=+—8:
28,427,000/ 7T) * o BIZEE
FEMER5%F3.5% L R
H®EBH(ZTE—CF+=A
=+—H:2RRZE-NF
ZAR-ZZTE—NFERAEE
SKIEE -

ik

(vii) REBRER_-_ZE—-N5E

(i) REEREEREE-
(ix) REFEFFET%TERER =
- -FNAERZ=FHE

(0 EFFIEATS%E RN
ToTE-AME.

(i) BEMNEI 6% S RER —F
—NEFELAER-

EREBRREZRARAR / — - N\FhfiHmE

&7



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B AR S B B SRR MY ot

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

16. SHARE CAPITAL 16.
Number of
shares Amount
RHEHE |
‘000 HK$000
T FET
Authorised: JETE ¢
Ordinary shares of HK$0.1 each: SRAEEAB T TR :
At 31 December 2017 RZZE—tF+=-A=+—H
and 1 January 2018 E=_T—-NF—H—H 5,000,000 500,000
Increase in authorised VETE T BARIE i (MY EEG))
ordinary shares (Note (i)) 10,000,000 1,000,000
At 30 June 2018 R-ZEB-NEXA=1+H 15,000,000 1,500,000
Issued and fully paid: EETRHRE:
Ordinary shares of HK$0.1 each: BREE BT R
At 31 December 2017 R_Z2—tF+-_A=+—H
and 1 January 2018 R-—E—N\FE—A—H 3,049,705 304,970
Issue of shares upon placing (Note (ii)) B 5 B BT AR (P EE(i)) 609,940 60,994
Exercise of convertible bonds and TENBRBRESRETRS
issue of shares (Notes (iii) and (iv)) (B #EGI) M (v)) 1,367,478 136,748
At 30 June 2018 R=-ZF-NFEXA=+H 5,027,123 502,712
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BARE M BRI

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

16. SHARE CAPITAL (continued)

Notes:

()

(if)

(iii)

By an ordinary resolution dated 11 June 2018, the
authorised share capital of the Company was increased
from HK$500,000,000 divided into 5,000,000,000 ordinary
shares of HK$0.1 each to HK$1,500,000,000 divided into
15,000,000,000 ordinary shares of HK$0.1 each by the creation
of an additional of 10,000,000,000 new ordinary shares of
HK$0.1 each ranking pari passu in all respects with the existing
ordinary shares of the Company.

On 22 January 2018, the Company entered into a placing
agreement with the placing agent, pursuant to which an
aggregate of 609,940,000 new ordinary shares were issued
at the placing price of HK$0.143 per share to independent
investors. This placement was completed on 14 February 2018
and as a result, there was an increase in share capital and share
premium of approximately HK$60,994,000 and HK$24,362,000
respectively during the Period. Details of the placement are set
out in the Company’s announcements dated 22 January 2018
and 14 February 2018.

During the Period, 582,278,479 new ordinary shares in
aggregate were issued, at the conversion price of HK$0.158
per share to the bond holders upon the conversion of certain
convertible bonds. As a result, there was an increase in share
capital and share premium of approximately HK$58,228,000
and HK$32,070,000 respectively during the Period.

On 22 June 2018, 785,200,000 new ordinary shares in
aggregate were issued, at the conversion price of HK$0.80
per share to Grant Crystal upon the conversion of certain
convertible bonds. As a result, there was an increase in
share capital and share premium of HK$78,520,000 and
approximately HK$329,884,000 respectively during the Period.

0]

(i)

(iii)

RERERREZRERAA /

16. B (4#)

Mo :

BREAHAE-_T—NFEA+—H
ZEBRBR KRARAEEZBEIN
10,000,000,000/% & f& E {E0.1% 7T 2
37 8 R % E IR AN 500,000,000
7t (% 75,000,000,0008% & A% @ {£0.1
B2 & @A) 1 Z=1,500,000,000
77t (9 A15,000,000,0000% & 1% m E
0. 1B T2 @) BRAEINRDER
BHEERARARRAEEBRBEHEESR
EifL

RZZE-—NF—A=Z+=ZH ARQ
HMEEREVESHE Bt 6%
609,940,000/% 37 & iM% 2 12 §%0.143
BT REEBRBLREERT -IBE
RZE-NF_A+MWBTK Bt
AEAR 2 B A KB 195 (B 5 B35 A4
60,994,000 7t % 24,362,000/ 7T ° B
EZHBHNARRBHA-Z—\F
—AZt+=ZBR=FE—N\F=-A+mWmA
AN i

RAHE RARRE FAIBRES
ETRBREHERLBESRIS8E T
MEFFE AEITE £582,278,4790%
L@ Bt RABMZ BA &K
19 3% 8 2 51| 3% Hn 4958,228,0007% 7T &
32,070,000 7T °

E/\: —NEFEXRNAZ+=ZH AQa

¥T%H§ﬁ%;&ﬁﬂ?ﬁﬁﬂgﬂ
?%FE’HXO 80B T MEEMABITA L
785,200,000k T @k - Bt - B
AEAFE 2 B A R AR 5 % B 2 B35 AN
78,520,000/ 7T & #7329,884,000/%
oo

—E-N\FHHKE 39



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

17. OPERATING LEASE COMMITMENTS 17.
(a) As lessor
At 30 June 2018, the Group had total future minimum

lease receivables under non-cancellable operating leases
with its tenant falling due as follows:

REFHNRE
(a) 1EBHHEA

R=B—\FXA=+A F%E
RS FBNES 2 T T RBEE

MYz REKRDEE N FAAREL

T
(Unaudited) (Audited)
(REEER) (KEZ)
30 June 31 December
2018 2017
—B-N\%F —F—tF
ANA=1H +=—A=+—8©
HK$'000 HK$'000
F# T FHET
Within one year —FA 132,883 101,345
In the second to fifth years, FE_FEFERF (REEEMT)
inclusive 516,768 540,541
After five years hAF% - 33,790
649,651 675,676

The Group leases its investment properties under an
operating lease arrangement, with leases negotiated for
terms of five years. The operating lease do not include
contingent rentals.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BARE M BRI

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

17. OPERATING LEASE COMMITMENTS 17. REHELOERE (@)
(Continued)
(b) As lessee (b) 1EBAHA
At 30 June 2018, the Group had total future minimum RZE—NFERA=1+H &&EH
lease payments under non-cancellable operating lease RTHEEAREWZ T RS &
falling due as follows: B2 RKREHRENFHEEN
T
(Unaudited) (Audited)
(REEZR) (&%)
30 June 31 December
2018 2017
—E-N\F —E—tF
ANB=+H +=—A=+—H
HK$'000 HK$'000
TET FET
Within one year —F KN 2,735 1,709
In the second to fifth years, F_FEFRF (REEEMSE)
inclusive 2,601 1,308
5,336 3,017

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 (31 December
2017: one to eight 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.

AEEREBCERNERETHE
T BFREBE - ZZEHEONSL
BH—ZE=2N\F(ZZE—+F+=A
=+—8 —ENF) AREH
B AEESEFMES /HHAARL
AT HREZEERRETHEY
B - ZERHTBREXRRERL -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

B AR S B B SRR MY ot

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

18. CAPITAL AND OTHER COMMITMENTS

18. EAXRRHMAE

(Unaudited) (Audited)
(REBER) (')
30 June 31 December
2018 2017
—E-N\F —E—tF
ANA=1+H +=ZA=+—8”
HK$’000 HK$'000
FET FHET
Capital commitments for acquisition WKiE—HEE280%EHITRAZ
of 80% of the issued share capital of B AR AEHE
an entity 184 -
Capital commitments for construction mmRRE M TRISEEE
cost of oil and liquefied chemical PR AN 2 B AN
terminal 789 3,078
Other commitments in respect of MEBERIBINE 2 Hh&AE
administrative fees and training fees 45,905 46,919
46,878 49,997
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BARE M BRI

For the six months ended 30 June 2018 HZ =T — N\FE A=+ HI/EA

19. RELATED PARTY TRANSACTIONS 19. BEALRS
Apart from the balances and transactions with related parties MRAKEZEALGS T MRk M ER
disclosed elsewhere in these unaudited condensed consolidated DHFBEEBEBEAT ZEHERZIN K
interim financial statements, the Group had the following SERABENEBEATET IS
transactions with its related parties during the Period: ™
Compensation of key management FTEEBANSZFHH
personnel
Included in employee costs are key management personnel FTEEBAEBZTFMN(BEESENE) D
compensation (including directors’ emoluments) and comprises SFABIRA BFELATEESR:

the following categories:

(Unaudited)
(REERK)
Six months ended 30 June
BEARA=t+HLXEA

2018 2017

—E-N\F —E—tF

HK$'000 HK$'000

FET FAET

Short-term employee benefits EHEERA 1,239 1,008
Contribution to retirement RIREFFT & 2 R

benefit scheme 9 9

1,248 1,017
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BHRREMBRRME

For the six months ended 30 June 2018 L EZ =T — N\F A=+ HIL~EA

20.

EVENT AFTER REPORTING DATE

On 14 June 2018, the Company entered into (i) the
subscription agreement with Giant Crystal in respect of the
issue by the Company of 3% per annum convertible bonds
in the principal amount of HK$200,000,000 (the "GCL CB")
to Giant Crystal under specific mandate; and (i) the placing
agreement with the placing agent in respect of the issue by the
Company of 3% per annum convertible bonds in the principal
amount of up to HK$500,000,000 (the “Placing CB") to not
less than six placees under specific mandate. The maturity date
of the above convertible bonds is the day falling on the second
anniversary of the date of issue of the convertible bonds. The
net proceeds expected to be raised from the issue of the GCL
CB and the Placing CB are approximately HK$199 million and
HK$488 million respectively, if it proceeds to completion on or
before the long stop date of 17 September 2018 (being one
month after the obtaining of shareholders’ approval at the EGM
held on 17 August 2018).
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

OPERATING RESULTS

The Group is principally engaged in the oil production and the leasing
of oil and liquefied chemical terminal.

(i) Revenue

For the Period, the Group's record revenue from continuing
operations was approximately HK$67 million, representing a
significant increase of approximately HK$59 million or over
7 times as compared to the corresponding period in 2017 of
approximately HK$8 million. 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

As compared to gross profit made in the correspondence
period in 2017 of less than HK$1 million, the Group enhanced
the gross profit position during the Period, representing a
significant improvement of approximately HK$56 million.
The improvement of 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 Group's oil and liquefied
chemical terminal, the Group is able to further enhance the
gross profit position.

REXRE

AEFIBREEMAALBERR L RELEISR
WEEER-

(i) i

PR NEBBELLERRBIRE
#967,000,0008 70 =T — t FRHL
8,000,000/ JT A & 35 i 959,000,000
TLREBRTE - AEBWEREERELZ
JRomEHE Kol KRB TRISEER 2
HLUA -

(i) EA

HERZZ—tFRBHEBEN IR
1,000,000 7T A EEBR A EE 2 EF
# 50 - K18 12 K #956,000,0005% Jt ° E 7
WEFZARFHELARERS TK
RETHE R ASE A M ERRELLTS
WHEE-_T—tFNATaRMGHAAMN
g(o

EFeMREMRHERREBT LK WLER
BEBKAELE N K (2)2 £ B #0055
RERBEIRBRERABEETES KA K
SETE-FRAER-
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENRRD M

(iii)

Loss attributable to the owners of the
Company

The loss attributable to the owners of the Company for the
Period was approximately HK$15 million (six months ended
30 June 2017: HK$23 million), representing a decrease of
approximately HK$8 million or approximately 36%. The
improved performance is mainly attributable to (i) a significant
increase in the Group's revenue from approximately HK$8
million to approximately HK$67 million, causing the gross profit
of the Group increased by approximately HK$56 million; and
(ii) the non-recurrence of the loss from discontinued operation
and disposal loss of electricity and heat business in the
aggregate amount of approximately HK$10 million. The above
improvement was partially offset by the increase in finance
costs by approximately HK$41 million, due to the completion
of construction of the Port and Storage Facilities in September
2017 of which the accounting standard requirement not to
capitalise borrowing costs without assets under construction.
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(iii)
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F* Z B R4 & B Y2z F 498,000,000
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& B £ FIJ £ 40 4956,000,00058 7T Ko (i)8%
BrERIMCEERBEERHERTER
BB 4 £ 4910,000,000/8 7T 2 1B R I B
R B Ealef Z BB O RFEFRE
MEETRER - T—+tFENABTMER
2 BA %Ak 2N 8 hn#941,000,00078 T 3F 5 K
HoMmE AR T AEBEEREEY
BRTEREERAE-



MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

BUSINESS REVIEW
Oil business

Since second half of 2017, the international crude oil price increased
gradually. The increase in average oil price during the Period is obvious
as compared to the first half of 2017. Besides, the demand in the
petroleum market was increasing. During the Period, the Group has
extracted approximately 5,653 metric tonnes (six months ended 30
June 2017: 3,263 metric tonnes) of oil.

In the Period, the Group achieved a turnover of approximately
HK$18 million (six months ended 30 June 2017: HK$8 million),
representing an increase of approximately 126% as compared with
the corresponding period in 2017. With the increase in average oil
price and efficiency in cost saving measures, as well as increase in sales
volume of crude oil in the Period, the Group's oil business turned from
loss to profit position. The results from operations and costs incurred in
oil business are detailed as below:

FHEE
AMER

BZE—tFTEFUR BRRBERESIE
Me NEH T RER T —LFL¥FHEEE
BRI RIS B RIE I RARIR A&
B2 FAKA5,653 A (BHET—+F A=
HIE/<1E A :3,263AMF) Ade

RAERfE - AN B 8115 2 & ¥ 884 518,000,000
BT(BE-_ZT—+t&F~XA=Z1+BLEXREA:
8,000,000 L) R-ZZE—tF R AL ML
126% ° B AHAR F M E LR R B i H AR
RNETAE AR B MEEEM AEE 2 AR
BEBAB AREBIEEXERSKAE
EX-puNNE

(Unaudited)
(REER)

Six months ended 30 June
HEXNA=+BHLEXREA

2018 2017

HK$'000 HK$'000

—E2-N\F e

FHERT FiET

Net sales to customers BRHEFE 17,836 7,895

Other income EMA 2 3

Operating expenses B S (11,674) (11,126)

Depreciation e (2,457) (1,871)

Special petroleum revenue tax A Bl W s R (7) =
Profit/(loss) from operations before BrETIS R AT A &

income tax wmF (EER) 3,700 (5,099)
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENW R

Information of oil field and oil reserves

The objective of the Songliao Contract is to develop the petroleum
discovery with proved commercial value within the relevant contract
area and to produce the petroleum to arrive at the cooperative targets
expected by CNPC and China Era. Pursuant to the Songliao Contract,
China Era cooperates with CNPC for the development and production
of petroleum resources within the relevant contract area.

The production period was commenced in 2011 and will continue for
20 years, which may be extended with the approval of a department or
unit authorised by the State Council of the PRC. During the production
period, operations and all activities related thereto carried out for
petroleum production of any relevant oil field in the relevant contract
area, such as extraction, injection, stimulation, treatment, storage,
transportation, lifting and abandonment, etc will be carried out.

The annual production of crude oil, after payment for value added tax,
royalty, operating costs, investment recovery and costs for additional
development projects, shall be allocated to CNPC and China Era in
proportion of 51% for CNPC and 49% for China Era.

Changes in estimated quantities of proved crude oil reserves for the
Period and the corresponding period in 2017 are indicated as follows:

JH AR A H 2 B

MEANZEERERBAANEAREEERA
HEEBEZOBBERREEL M AERTEA
HARAREERAEPEFKBERAZAERR
REBVREAKN PEFREAGELHRAARER
RAAEEERANRARBEREERHEIR

EEHER -_Z——FRG BRI - +F WK
R B R P S EAEIER - N E
HA BRERNEEANREERNEGRERZLEER
HETRAERMCEER YRS R LE -
AANBECRE FHE EH RERREES-

FhFEELTIBNEER BREMRE 28
AR EWRE RBEINAERB RAR Bkt
PInETHPEAMRKAREBR R RTFEEA
Heph B A MR AR EE R EES1 %M B F R
Al{549% -

MAIR = — LR R B R 2
HHEZEBIEMT

Crude oil
FRh

(million metric
tonnes)

Q=R Ny

Reserves as at 1 January 2017 RZTE—tF—A—B2H=E 3.648
Changes resulted from production REEmMELEE (0.003)
Reserves as at 30 June 2017 RZZE—+tFXA=Z+HZHEE 3.645
Reserves as at 1 January 2018 RZTE-—N\F—-—A—BzH=2 2.931
Changes resulted from production AAEEMmMEES (0.006)
Reserves as at 30 June 2018 RZZE—N\FEXA=Z+HZHEE 2.925
Note: Based on the Group's share of participated interests in the oil field Wit BEAEEZEAREHEESHNEHZZ

through jointly controlled operations.

BE R -
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

Operation of liquid chemical terminal, storage
and logistics facilities business

The Group operates its liquid chemical terminal, storage and logistics
facilities business through a 51%-owned subsidiary established in the
PRC, Shandong Shundong Port Services Company Limited (“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. In late September
2017, Shundong Port has completed the construction and commenced
leasing of its Port and Storage Facilities which generated rental income
of approximately HK$49 million during the Period.

FINANCIAL REVIEW
Liquidity, financial resources and capital structure

As at 30 June 2018, the Group had total assets of approximately
HK$1,953 million (31 December 2017: HK$1,993 million), total
liabilities of approximately HK$1,450 million (31 December 2017:
HK$1,623 million), indicating a gearing ratio of 0.74 (31 December
2017: 0.81) on the basis of total liabilities over total assets. The current
ratio of the Group as at 30 June 2018 was 0.14 (31 December 2017:
0.12) on basis of current assets over current liabilities.

BitE EXBELEER074(ZF
=+—H:081) - RN= ’:*)\E/\H_TLH’?R
RBEERNREAESR
ﬁo.14(ff—t$+fﬂ:+—a-o.12>

REBBLELIMBE BERYUYRR
i

REBFEBERFR B 2 KB R RILRIERE
BERAR ([ERBH]  NEEHEE H51%H
BR)RERBCIRGE BELDRREE
B ERBBEEMBEREGH ZEN HEF
Bl RERE %Tﬁ%f’ﬁiﬂﬁ?”&iﬁ/lk % 4B TH
BRH31.59AEM T jm%ﬁzﬁﬁiﬁli%x&
T PRI A FER B O RMEER
BEMRSOF DB ?@—m¢+—ﬂ+za
BE-ZTANF+—A+-HLEEE=ZE—XF
A+ =HEBE_EARNF_A=-+=HIk-
RZE—+FNAE  BEEED /AL
M ETEERFEERE AEANEELEES
I A 449,000,000 7T

5t %5 B B
RBEES MBEERRREARE

AZE— N\FRAZ+H AEBEELE
49/41,953,000,0008 . (ZE—+tF += A
=-+—H:1,993,000,00087C) r AEEELN A
1,450,000,000% 7T (= &

—+tF+=-A=+—
:1,623,000,0008 70 ) " LB EEERIANEESR
—tF+=A

CAREBEZRE X
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MANAGEMENT DISCUSSION AND ANALYSIS
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As at 30 June 2018, the Group had bank and other borrowings of
approximately HK$283 million and HK$208 million respectively (31
December 2017: HK$295 million and HK$160 million respectively).
The aggregate bank deposits and cash in hand of the Group were

approximately HK$51 million (31 December 2017: HK$57 million).

As at 31 December 2017, the convertible bonds outstanding principal
amount of approximately HK$628 million, 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. During the Period, full conversion of these convertible
bonds to 785,200,000 ordinary shares of the Company has been

made.

As at 30 June 2018, the convertible bonds outstanding principal
amount of HK$98 million are 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 620,253,164 shares may be allotted and issued upon exercise of the
conversion rights attached to the convertible bonds in full. During the
Period, convertible bonds with principal amount of HK$92 million were

converted to 582,278,479 ordinary shares of the Company.

Contingent liabilities

As at 30 June 2018, the Group did not have any significant contingent

liabilities.

Capital and other commitments

The Group had capital commitments contracted but not provided for
of approximately HK$1 million (31 December 2017: HK$3 million) as
at 30 June 2018. The Group had other commitments contracted but
not provided for of approximately HK$46 million (31 December 2017:

HK$47 million) as at 30 June 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Charges on assets

As at 30 June 2018, investment properties of approximately HK$1,483
million (31 December 2017: HK$1,500 million) and certain bank
deposits of approximately HK$8 million (31 December 2017: HK$51
million) were pledged for the Group's bills payables, bank borrowings
and finance leases 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 Period. However,
management will monitor foreign currency exposure and will consider
hedging significant foreign currency exposure if necessary.

Employee information

As at 30 June 2018, the Group employed 150 full-time employees (30
June 2017: 172). 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.

Interim dividends

The Board did not recommend the payment of any interim dividends
for the Period (six months ended 30 June 2017: Nil).

EERA
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FUTURE PLAN AND PROSPECTS
Oil business

In the second half of 2018, as affected by the global trade frictions,
the prospect of world economic recovery is not optimistic, and the
economy in the PRC is facing downward pressure. Due to multiple
factors, such as increasing pressure on environmental protection and
the development of new energy, the supply and demand of oil is
expected to remain basically balanced and the oil price is expected
to fluctuate up and down. The Group will closely grasp the macro
environment and market trend, and determine the drilling schedule
and size of capital investment, so as to ensure the maximisation of
profitability from the Group's oil business.

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 in late September 2017 and the terminal
had commenced operation partially in late September 2017 and fully in
May 2018.

On 24 October 2016, Shundong Port entered into a lease agreement
(the “Lease Agreement”) to lease the Port and Storage Facilities to an
independent third party (the “Lessee”). 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. The Lease Agreement
became effective during the Period in May 2018. Details of the Lease
Agreement can be referred to the circular of the Company dated 17
February 2017.
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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.

Insurance brokerage business

Following the completion of the acquisition of an insurance brokerage
entity (as detailed in the Company’s announcement dated 7 May 2018),
the Group creates an independent business segment in the second
half of 2018. The Board believes that the Group can benefit from the
diversification of its operations into this industry and through better
deployment of available resources, can bring values to the Group and
the shareholders of the Company as a whole.

Exploration and mining business

As disclosed in the 2017 FS, the Board found out that in 2010, the
exploration licence held by QHFSMI had been transferred to Yuen Xian
Company without the Company's knowledge, consent or approval.

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.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENW R

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
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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OTHER INFORMATION

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

As at 30 June 2018, the interests or short positions of the Directors
and chief executive of the Company 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
(the “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 for Securities Transactions by Directors of Listed Issuer (the
“Model Code”) as set out in Appendix 10 to the Listing Rules, are set
out below:
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REEGD (TBFRAEGRM]) EXVE) 2 K&
M HERNDXESFTFEECREZS RHAEK
BISEXVERET 87 Bh B M AN Al KB X F - 8 /A
BB EH R PE GG F352ERER LB E S
2Bk BERE EMRANETE 2
B TAESHTELFRZISHEESTA ([EE
SR BAARBRER AT s gOA R &0
T

Long positions
Approximately

Total number percentage of

of shares and the issued

Underlying underlying shares share capital of

Name of Directors Capacity Shares shares held the Company

BEAH

FERH R BRITRA

Espg 54 HERH HERGEH L ER

Mr. Cao Sheng (“Mr. Cao”) Interest of controlled corporation 1,370,000,000 784,313,725 2,154,313,725* 42.85%
REE ([ExE]) REtiEEER

Mr Yu Zhiyong (’ . Yu") Interest of controlled corporation 1,370,000,000 784,313,725 2,154,313,725* 42.85%

BELE([FRE]D) RESDEE RS
* According to the filings under Disclosure of Interest (the “DI Filings"”)

under Part XV of the SFO retrieved by the Company from public
records, these 2,154,313,725 shares and underlying shares comprise
(a) 1,370,000,000 shares held by Giant Crystal;, and (b) 784,313,725
underlying shares falling to be issued upon full conversion of the GCL
CB subscribed by Giant Crystal (which is still subject to fulfillment of
conditions and has yet to complete). Giant Crystal is 100% legally and
beneficially owned by Cosmic Shine International Limited (“Cosmic
Shine”), which is in turn legally and beneficially owned as to 50%
by Mr. Cao and as to the other 50% by Mr. Yu, both being executive
Directors. Cosmic Shine and Giant Crystal are regarded as controlled
corporations of Mr. Cao and Mr. Yu and therefore, Mr. Cao and Mr.
Yu are deemed to be interested in all the 2,154,313,725 shares and
underlying shares interested in by Cosmic Shine and Giant Crystal. The
deemed interest under Part XV of the SFO of Mr. Cao, Mr. Yu, Cosmic
Shine and Giant Crystal duplicate with each others completely.

e RIBEARRBRAKDHEBZEHFRBERGISE
XVEPIE R 2 im B m ek ([ BER®R]) - %
£2,154,313,7258 & (5 K 48 BE AR 15 B ¥5(a)4E &
F§7H.21,370,000,0008% 8% 15 : K (b)4E & FT3RRE 2
BRI R IR EHF BT HE (EW%«%LSMW#
BAMARTNK) 1§ T 317.2784,313,725/% 48R4
%17 ° $E & FA Cosmic Shine International Limited
([ Cosmic Shine | ) &AM B &= H100%# 55 -
M Cosmic ShineflBHBMITEFEXEERTEED
BlEEREmIEAS0%Ez o Cosmic Shine &R
REEAERERTAEZSEEE At &
St R TSR A 148 A Cosmic Shine [ 4E & F
B2 £802,154,313,725 1% (5 RABRIAR (5
??Eﬁﬁé/\"ﬁ?ﬁi‘?%ifosmic Shine & £ &
BHREERGIEXVEE TG AR 2
&%%%imo

RERERREERERAT / —T - N\FhHRE 55



OTHER INFORMATION

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

As at 30 June 2018, so far as any Directors are aware based on the
DI Filings, 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:
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Approximate
Total number percentage of
of shares and issued share
Underlying underlying shares capital of
Name of shareholders Capacity Shares shares held the Company Notes
BEQTF
FisRG R BRITRE

REEE 54 R 43 HERG HERA 2 BHEA it

Giant Crystal Beneficial owner 1,370,000,000 784,313,725 2,154,313,725 42.85% 1

& BaEAA

Cosmic Shine Interest of controlled corporation 1,370,000,000 784,313,725 2,154,313,725 42.85% 1

Cosmic Shine XEHEEER

Media Forecast Limited Beneficial owner 253,164,556 - 253,164,556 5.04% 2

Media Forecast Limited BaEAA

Mr. Qin Zhiwen Interest of controlled corporation 253,164,556 - 253,164,556 5.04% 2

REXRE XEHEEER

Notes: BT -

1 Based on the DI Filings, these 2,154,313,725 shares and underlying 1. BIEEREE PR 252,154,313, 725 Kk H
shares comprise (a) 1,370,000,000 shares held by Giant Crystal; and (b) KAABER D B IE@)E&FF A 21,370,000,000
784,313,725 underlying shares falling to be issued upon full conversion R RO)ERFMARE 2 ERITRKRESFE
of the GCL CB subscribed by Giant Crystal (which is still subject to BETE(EMBEFERKEGEERERTK)
fulfillment of conditions and has yet to complete). Giant Crystal is B % F %17 2 784,313,725 BB B 19 < 4B &
100% legally and beneficially owned by Cosmic Shine, which is in turn F Cosmic Shine& /AR E A A 100%Ea + M
legally and beneficially owned as to 50% by Mr. Cao and as to the Cosmic ShineRIEXRAERTEESREER
other 50% by Mr. Yu. Cosmic Shine and Giant Crystal are regarded as EmEA50%#E s o Cosmic Shine RIER R A
controlled corporations of Mr. Cao and Mr. Yu and therefore, Mr. Cao BERERTRECTEEE Bt BEERT
and Mr. Yu are deemed to be interested in all the 2,154,313,725 shares oA 148 A A Cosmic Shine M $F & A A A 25
and underlying shares interested in by Cosmic Shine and Giant Crystal. 2 2862,154,313, 725 B 1n R AR RARR (D R B
The deemed interest under Part XV of the SFO of Cosmic Shine and 25 ° Cosmic Shine & $E @ H M HAE EHI1 5
Giant Crystal duplicate with each others completely. XVBETHRAEB  EaRETE2EE-

2 Based on the DI Filing, the entire issued share capital of Media Forecast 2. IRIZHE LS 5 3R] - Media Forecast Limited Z &

Limited is wholly-owned by Mr. Qin Zhiwen. Mr. Qin Zhiwen is therefore
deemed to be interested in all the 253,164,556 shares of the Company
held by Media Forecast Limited.
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OTHER INFORMATION

All the interests stated above represent long positions in the ordinary
shares of the Company. As at 30 June 2018, 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
30 June 2018, 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.

SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed at the EGM 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 Period
and no outstanding share option as at 30 June 2018.

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 Period.
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OTHER INFORMATION

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

The Company and the Board have applied the principles in the
code provisions of the Corporate Governance Code and Corporate
Governance Report (the “CG Code"”) contained in Appendix 14 to the
Listing Rules by adopting the code provisions of the CG Code.

During the Period, the Board has adopted and complied with the
code provisions of the CG Code in so far they are applicable with the
exception of the deviation from A.2.1 of the CG Code, the roles of
chairman and chief executive officer (the “CEO") should be separate
and should not be performed by the same individual. The division
of responsibilities between the chairman and CEO should be clearly
established and set out in writing. Since the position of the CEO is
vacated, the Company is still looking for a suitable candidate to fill the
vacancy of the CEO.

A.4.1 of the CG Code, non-executive directors should be appointed for
a specific term, subject to re-election. For the Period, 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.

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 annual general
meeting of the Company held on 11 June 2018 due to his other prior
engagements.

The Board will review the management structure of the Group from
time to time and will adopt appropriate measures as may be desirable
for future development of the operating activities or business of the
Group.
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OTHER INFORMATION

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code and the Company has
made specific enquiry with each Director and each of them confirmed
that he had complied with the required standards set out in the Model
Code throughout the Period.

REMUNERATION COMMITTEE

The remuneration committee of the Company, 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.

NOMINATION COMMITTEE

The nomination committee of the Company, 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 succession.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) 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.
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OTHER INFORMATION

CHANGES IN INFORMATION OF DIRECTORS

Changes in information of the Directors pursuant to Rule 13.51(B)(1)
of the Listing Rules are disclosed below:

Mr. Fung Nam Shan, an independent non-executive Director, was
appointed as the company secretary and authorised representative of
China Investment Development Limited (listed on Main Board, stock
code: 204) on 17 August 2018.

APPRECIATION

| take this opportunity to express our gratitude to the shareholders of
the Company for their continued support and our Directors and our
staff for their contribution to the Company.

By order of the Board

Energy International Investments Holdings Limited
Lan Yongqgiang
Chairman

Hong Kong, 29 August 2018
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