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FINANCIAL REVIEW

During the first half of 2019, COSCO SHIPPING International (Hong
Kong) Co., Ltd. (“COSCO SHIPPING International” or the “Company”)
and its subsidiaries (collectively the “Group”) recorded a year-on-year
decline in performance, mainly caused by the absence of the non-
recurring incomes recorded in the same period of last year. During
the period, profit attributable to equity holders of the Company was
HK$150,025,000 (2018: HK$184,034,000), representing a decrease
of 18% as compared to the same period of 2018. The basic and
diluted earnings per share was 9.79 HK cents (2018: 12.01 HK
cents), representing a decrease of 18% as compared to the same
period of 2018.

Revenue

For the six months ended 30th June 2019, the Group’s revenue
decreased by 66% to HK$1,625,976,000 (2018: HK$4,787,645,000)
as compared to the same period of 2018. Revenue from the core
shipping services business decreased by 72% to HK$1,256,075,000
(2018: HK$4,479,223,000) and accounted for 77% (2018: 94%) of
the Group’s revenue. In considering the risk factor, the Group had
deliberately trimmed down the marine fuel trading business, resulting
in the decrease of segment revenue from marine fuel and other
products. Revenue from general trading segment increased by 20%
to HK$369,901,000 (2018: HK$308,422,000) and accounted for
23% (2018: 6%) of the Group’s revenue.

Gross Profit and Gross Profit Margin

The Group’s gross profit for the period was HK$274,164,000 (2018:
HK$305,636,000), decreasing by 10% as compared to the same
period of 2018. The decrease in gross profit was mainly attributable
to the decrease in segment revenues from coatings and ship trading
agency. During the period, gross profit margin was 16.9% (2018: 6.4%),
increasing by 10.5 percentage points as compared to the same
period of last year. The overall increase in gross profit margin was
mainly attributable to the decrease in revenue from the low-gross-
profit-margin marine fuel and other products segment.
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Management Fee Income

During the period, there was a management fee income of
HK$35,334,000 (2018: HK$20,909,000) arising from the provision of
management services by the Company in relation to the day-to-day
business operations and management of COSCO SHIPPING (Hong
Kong) Co., Limited (“COSCO SHIPPING (Hong Kong)”) and its
subsidiaries (other than those relating to the Group and Piraeus Port
Authority S.A.) according to the management services master
agreement dated 7th February 2018.

Other Income and (Losses)/Gains — Net

Other income and (losses)/gains — net loss for the period of
HK$8,500,000 (2018: net gain of HK$75,171,000) mainly included
net exchange losses of HK$14,091,000 (2018: net exchange gains of
HK$39,651,000). In addition, during the period, there were no
reversal of provision for impairment of other receivables of
HK$17,815,000 and government subsidy income of HK$12,229,000
granted by the Shanghai Baoshan District Government to A3z 4 7o
BEUE T(E8)B R AT (COSCO Kansai Paint & Chemicals (Shanghai)
Co., Ltd.”) for compensation for the relevant costs and expenses for
relocating the production plant and resettling the affected staff, as
were incurred in the same period of last year.

Selling, Administrative and General Expenses

During the period, selling, administrative and general expenses
decreased by 6% to HK$241,056,000 (2018: HK$256,809,000),
which was mainly due to decrease in the segment revenue from
coating as compared to the same period of 2018 and resulting in
decrease in selling expenses.

Finance Income

Finance income, which primarily represented interest income on the
Group’s bank deposits, increased by 41% to HK$107,372,000 (2018:
HK$76,150,000) as a result of the increase in interest rate of cash
deposit as compared to the same period of 2018.

*for identification purposes only
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Finance Costs

Finance costs, which mainly represented interest expenses on short-
term borrowings and other financial charges, increased by 29% to
HK$1,599,000 (2018: HK$1,238,000).

Share of Profits/(Losses) of Joint Ventures

The Group’s share of profits of joint ventures was HK$22,751,000
(2018: share of losses of HK$7,492,000). This item primarily
represented the share of profits of Jotun COSCO Marine Coatings (HK)
Limited (“Jotun COSCQ”) of HK$19,209,000 (2018: share of loss of
HK$8,476,000) and E#MEAEMMEEHRBR AR (Nasurfar
Biomaterial Technology (Changshu) Co., Ltd.*) (“Nasurfar Changshu”)
of HK$2,737,000 (2018: Nil) which were included in the coatings
segment.

Share of (Losses)/Profits of Associates

The Group’s share of losses of associates was HK$5,959,000 (2018:
share of profits of HK$5,142,000). This item primarily represented the
share of loss of Double Rich Limited (“Double Rich”) of HK$6,870,000
(2018: share of profit of HK$5,072,000) which was included in the
marine fuel and other products segment.

Profit Attributable to Equity Holders

Profit attributable to equity holders of the Company during the period
decreased by 18% to HK$150,025,000 (2018: HK$184,034,000).

FINANCIAL RESOURCES AND LIQUIDITY

As at 30th June 2019, capital and reserves attributable to the
Company’s equity holders increased by 0.2% to HK$7,869,695,000 (as
at 31st December 2018: HK$7,853,935,000). As at 30th June 2019,
total cash and deposits (including restricted bank deposits of
HK$5,684,000) of the Group was HK$6,166,439,000 (as at 31st
December 2018: HK$6,375,662,000, including restricted bank
deposits of HK$5,706,000). During the period, the Group has net
drawdown of short-term borrowings in the amount of HK$17,334,000
(2018: HK$83,027,000). As at 30th June 2019, total banking facilities

* for identification purposes only
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available to the Group amounted to HK$551,612,000 (as at 31st
December 2018: HK$845,566,000), of which HK$13,181,000 (as at
31st December 2018: HK$132,185,000) had been utilised. The
gearing ratio, which represented total borrowings over total assets,
was 0.7% (as at 31st December 2018: 0.5%). As at 30th June 2019,
the Group had net cash (represented total cash and deposits net of
short-term borrowings) of HK$6,103,915,000 (as at 31st December
2018: HK$6,330,010,000). To enhance the Group’s finance income
and to ensure availability of cash at appropriate times to meet the
Group’s commitments and needs, the Group, on the basis of
balancing risk, return and liquidity, invested in a mixture of stable and
conservative financial products, including overnight deposits, term
deposits and offshore fixed deposits. Return of 3.42% on the Group’s
cash was achieved during the period, representing 110 basis points
above 3-month US Dollar London Interbank Offered Rate as at the
end of June 2019. As at 30th June 2019, borrowings of the Group
were unsecured debt denominated in Renminbi which carried interest
rates calculated with reference to the base rates announced by the
People’s Bank of China and repayable within one year. The Group
had no financial instruments for interest rate hedging purposes.

FINANCIAL RISK MANAGEMENT

The Group principally operates in Hong Kong, Singapore and
Mainland China, and is exposed to foreign exchange risk arising from
foreign currencies held, mainly US dollars and Renminbi. Foreign
exchange risk arises from commercial transactions and recognised
assets and liabilities. The Group manages its foreign exchange
exposure by regularly reviewing the foreign currency exposure of its
operating subsidiaries and will consider hedging exposure by foreign
exchange forward contracts when the need arises. The marine fuel
business is subject to fluctuation in oil prices. The Group exercises
stringent control over the use of derivative financial instrument when
necessary, for hedging against the price risks of marine fuel and other
products. In addition, the conversion of Renminbi into foreign
currencies in Mainland is subject to the rules and regulations of
foreign exchange controls promulgated by the government of the
People’s Republic of China.
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EMPLOYEES

As at 30th June 2019, excluding joint ventures and associates, the
Group had 900 (as at 31st December 2018: 876) employees, of
which 188 (as at 31st December 2018: 196) were Hong Kong
employees. During the period, total employee benefit expenses,
including directors’ emoluments and provident funds, were
HK$167,992,000 (2018: HK$171,543,000). Employees were
remunerated on the basis of their performance and experience.
Remuneration packages include salary and a year-end discretionary
bonus, which are determined with reference to market conditions and
individual performance. During the period, all of the Hong Kong
employees have participated in the Mandatory Provident Fund
Scheme or recognised occupational retirement scheme. No share
option scheme is in operation and no share options of the Company
are outstanding.

INTERIM DIVIDEND

The board of directors of the Company (the “Board” or the “Director(s)”)
has declared an interim dividend of 7 HK cents (2018: 5 HK cents)
per share for the six months ended 30th June 2019 which will be
payable on 27th September 2019 to the shareholders of the
Company (the “Shareholders”) whose names appear on the register
of members of the Company (the “Register of Members”) on 19th
September 2019.

For the purpose of ascertaining the Shareholders’ entitlement to the
interim dividend, the Register of Members will be closed from 17th
September 2019 to 19th September 2019, both days inclusive,
during which no transfer of shares of the Company will be registered.
In order to qualify for the interim dividend for the six months ended
30th June 2019, all transfer documents accompanied by the relevant
share certificate(s) must be lodged with the Company’s branch share
registrar and transfer office in Hong Kong, Tricor Abacus Limited at
Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration not later than 4:30 p.m. on 16th September 2019.
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REVIEW OF BUSINESS OPERATIONS

In the first half of 2019, increasing uncertainty in global economic
growth was constituted by China-US economic and trade frictions,
resumption of sanctions against Iran by the United States etc., and
which has hindered the recovery of shipping industry. Some major
institutions have lowered their estimations of demand growth while
the shipping supply and demand contradiction has intensified.

In view of the overall unfavourable market environment, the absence
of non-recurring incomes recorded in the same period of last year
and the impact from net exchange loss, the overall profit of COSCO
SHIPPING International decreased as compared to the same period
of last year. However, COSCO SHIPPING International has
proactively examined and optimised its business strategies, and
some of its business segments have achieved significant
improvement in operational efficiency. In particular, the marine
coatings business achieved turnaround profit during the period and
Nasurfar Changshu achieved satisfactory performance, the Group’s
share of profit from Nasurfar Changshu amounted to HK$2,737,000
in the first half of 2019.

1. Core Business — Shipping Services

The Group’s shipping services mainly include ship trading
agency services, marine insurance brokerage services, supply
of marine equipment and spare parts, production and sale of
coatings, and trading and supply of marine fuel and related
products.

During the period, revenue from the Group’s shipping services
was HK$1,256,075,000 (2018: HK$4,479,223,000),
representing a decrease of 72% as compared to the same
period of 2018. The decrease in revenue was mainly as a result
of purposely trimmed down marine fuel business by the Group
after taking into account the risk factors. Besides, the decrease
in the number of new build vessels delivery also led to the
decline in revenue in ship trading agency business. Profit before
income tax from shipping services was HK$108,231,000 (2018:
HK$127,978,000), representing a decrease of 15% as
compared to the same period of 2018.
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1.1 Ship Trading Agency Services

During the period, revenue from the ship trading agency
segment of the Group decreased by 20% to
HK$49,447,000 (2018: HK$61,794,000) as compared to
the same period of last year. Segment profit before
income tax was HK$32,164,000 (2018: HK$58,005,000),
representing a decrease of 45% as compared to the same
period of 2018. The weak performance in ship trading
agency was mainly attributable to fewer delivery
arrangements of new build vessels in the first half of the
year and also a decline in trading volume of second-hand
vessels, resulting in a decrease in commission incomes. In
addition, the decline in exchange gains also led to a
decrease in the segment profit before income tax.

During the period, the number of delivered new build
vessels ordered through COSCO SHIPPING (Hong Kong)
Ship Trading Company Limited and 1t RA iR GEMAE
S8R A" (Beijing COSCO SHIPPING Ship Trading
Company Limited*), the wholly-owned subsidiaries of the
Company (collectively, “COSCO SHIPPING Ship Trading”)
was 8 (2018: 18), aggregating 1,333,000 dead weight
tonnages (2018: 3,060,000 dead weight tonnages). The
number of new build vessels ordered through COSCO
SHIPPING Ship Trading was 11 (2018: 8), aggregating
1,558,000 dead weight tonnages (2018: 1,927,000 dead
weight tonnages). For second-hand vessels, the sale and
purchase of a total of 11 (2018: 14) second-hand vessels
through COSCO SHIPPING Ship Trading were recorded,
aggregating 196,000 dead weight tonnages (2018:
560,000 dead weight tonnages).

* for identification purposes only
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Marine Insurance Brokerage Services

During the period, revenue from insurance brokerage
segment of the Group was HK$35,554,000 (2018:
HK$36,158,000), representing a decrease of 2% as
compared to the same period of last year. Segment profit
before income tax was HK$23,159,000 (2018:
HK$23,960,000), down 3% as compared to the same
period of last year, which was mainly attributed to a slight
decline in commission income as a result of pressure on
the insurance premium rate under persistent fierce
competition in the marine insurance market and falling
vessel prices.

Supply of Marine Equipment and Spare Parts
During the period, revenue from marine equipment and
spare parts segment of the Group was HK$640,083,000
(2018: HK$555,936,000), increasing by 15% as compared
to the same period of 2018, which was mainly attributable
to the fact that the Group increased its efforts on
exploitation of external customers beyond A& ¥ 58
£EHAR AT (China COSCO Shipping Corporation
Limited®) and its subsidiaries (collectively the “COSCO
SHIPPING Group”), resulting in larger customer base and
higher business volume from such customers as
compared to the same period of last year.
exchange losses of HK$884,000 were recorded in the first
half of 2019, as compared to exchange gains of
HK$3,301,000 in the same period of 2018, resulting in
segment profit before income tax decreased by 4% to
HK$36,114,000 (2018: HK$37,562,000) as compared to
the same period of last year.

However,

Production and Sale of Coatings

During the period, revenue from coatings segment of the
Group was HK$507,564,000 (2018: HK$515,916,000),
decreasing by 2% as compared to the same period of
2018. Segment profit before income tax was
HK$25,833,000 (2018: HK$832,000), representing an
increase of 30 times as compared to the same period of
2018, resulting from the turnaround profit in marine
coatings business.

* for identification purposes only
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For container coatings, the Group has allocated more
resources in technical development and was committed
to improving the research & development and
performance of its water-based container coatings, and
achieved remarkable results in focusing on developing
new markets to gain market share. During the period, the
sales volume of container coatings increased by 17% to
11,684 tonnes (2018: 9,983 tonnes) as compared to the
same period of last year. However, due to fierce industry
competition, the sales price of container coatings was
under pressure, dragging down the gross profit margin of
the related businesses.

For heavy-duty anti-corrosion coatings, the Group focused
on the development and enhancement of the product
series for waterborne heavy-duty anti-corrosion coatings,
and achieved breakthroughs in port facilities, bridges and
other businesses, along with the successful delivery
of the coatings for the immersed tube tunnel of
Shenzhen-Zhongshan Link, driving up the overall business
volume. During the period, the sales volume of industrial
heavy-duty anti-corrosion coatings together with workshop
primer amounted to 9,426 tonnes (2018: 9,117 tonnes),
representing an increase of 3% as compared to the same
period of last year.

For marine coatings, the sales volume of Jotun COSCQO’s
coatings for new build vessels amounted to 22,122,000
litres (2018: 22,711,000 litres), representing a decrease of 3%
as compared to the same period of 2018. Sales volume of
coatings for repair and maintenance was 11,631,000 litres
(2018: 10,450,000 litres), increasing by 11% as compared
to the same period of 2018. The sales volume of Jotun
COSCO’s marine coatings amounted to 33,753,000 litres
(equivalent to approximately 45,567 tonnes) (2018:
33,161,000 litres (equivalent to approximately 44,768
tonnes)), up 2% as compared to the same period of last
year. During the period, the Group’s share of profit from
Jotun COSCO was HK$19,209,000 (2018: share of loss
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of HK$8,476,000). It was mainly attributable to the
improvement in gross profit margin as compared to the
same period of last year. Jotun COSCO reinforced the
management on procurement of raw materials, which
effectively strengthened the overall profitability and
stability.

As at 30th June 2019, Jotun COSCO had coating
contracts on hand for new build vessels amounting to
27,810,000 dead weight tonnages pending delivery. The
coatings were scheduled to be delivered in the coming
two years.

Nasurfar Changshu, in which the Company completed the
subscription of 33% equity interest in the third quarter of
2018, is principally engaged in the research and
development, production and sales of biochemical
products, which is beneficial to extend the industry chain
of coatings and related products. During the period, the
Group’s share of profit from Nasurfar Changshu was
HK$2,737,000 (2018: Nil).

Trading and Supply of Marine Fuel and Related
Products

During the period, revenue from marine fuel and other
products segment of the Group was HK$23,427,000 (2018:
HK$3,309,419,000), and total sales volume of marine fuel
products was 6,277 tonnes (2018: 1,047,818 tonnes),
representing a decrease of 99% as compared to the same
period of last year. In view of the liquidation filed by
Coastal Oil Singapore Pte Ltd, a major supplier of Sinfeng
Marine Services Pte. Ltd. (“Sinfeng”), at the end of 2018
(“Coastal Qil’s Liquidation”), the Group purposely trimmed
down Sinfeng’s business in order to further prevent and
control risks, which resulted in an impact on the business.
For details of information in relation to Coastal Oil's
Liquidation and the matters arising subsequent to Coastal
Qil's Liquidation, please refer to the announcement of the
Company dated 4th January 2019. Management is of the
view that this event would not have a material impact to
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the Group’s financial information for the period ended 30th
June 2019 after taking into account of professional opinion
of Sinfeng’s legal adviser in respect of the aforesaid
matters.

During the period, the Group’s share of loss from Double
Rich was HK$6,870,000 (2018: share of profit of
HK$5,072,000), which was mainly attributable to factors
including weak demand for fuel oil and oil price fluctuation.

During the period, loss before income tax from marine fuel
and other products segment was HK$9,039,000 (2018:
profit before income tax of HK$7,619,000).

General Trading

During the period, the sales volume of asphalt decreased by
10% to 69,690 tonnes (2018: 77,197 tonnes) as compared to
the same period of last year, however, due to the rise in asphalt
price as compared to the same period of last year, revenue
from general trading segment of the Group increased by 20%
to HK$369,901,000 (2018: HK$308,422,000) as compared to
the same period of last year. Segment profit before income tax
was HK$6,936,000 (2018: HK$19,343,000), representing a
decrease of 64% as compared to the same period of last year,
mainly due to absence of reversal of provision for impairment of
other receivables of approximately HK$17,815,000 recorded in
the same period of 2018.




REBEEK(EB)ERLT

2019 FRRAHE

MANAGEMENT DISCUSSION AND ANALYSIS

THERES W

R2

RETHF REREEHEEMRHEL
TE REEBER 2HKLEBEERA
B R - B EREESEM(TIMF) i
RHACREEBERE)REFT BRT
HEREEERAANEI2% YRR
BRREOBBENEEIRERE TR -
BRETITNEN BERENERSN
FRER EMEXERESEES AP
BRgERRAET- BHIEX MEXE
R R N MIFBEERENE —FE
BHEEREZORE . THF  USD
BENZEREYZELERREHIELR
TREEBRMNITIFER KETERE
EREBNBRAXE MWEEPE&ZR
R—ROMERB AR ASEEBF P
EEERRBEBERN T EREEK
BERMERBEXRERR —KETE]
MIFEMBRBREFE] /M AR
BRIM AEREBHIHERR %
BOAEXONRAEBE RERAERE R
TE K[ 3 o

WHMESRERBTEH AKEKHY
fEmBNEL BRERFINRIRBR
A E-—TEMREHRERZNEER
%o RS RE—FRIERIEH ok
BUEMEEXRBLHNESD ZHK
7575 52 1B 157 [B) 2 8 ) <SR e

mAarRBRERRETH AEEKAE
HEEBARNTF EBHEaMBRIRE
580 [ By - T8 A o A IR e AR AR R X A A
RNBEPEBNER NFEBNEBE
BER-

PROSPECTS

Looking forward to the second half of the year, global companies are
losing confidence in the economic outlook and becoming more
cautious in investment as global economic growth is decelerating.
The International Monetary Fund (“IMF”) has further reduced its global
economic growth estimation to 3.2% in the latest “World Economic
Outlook” report while forecasting that economic growth in most of
the world’s economies will decline. The shipping industry will face the
double pressure from economic slowdown and global capacity
growth in excess of demand growth. Nevertheless, given the
excellent resilience and huge potential of China’s economic
performance, the risk coping and sustainable development capacities
of the shipping industry will be further enhanced accompanied with
good opportunities. In the second half of the year, responding to
challenges from the macro-economic environment with high quality
development will be one of the major tasks of COSCO SHIPPING
International. With the strong support from COSCO SHIPPING Group
and an aim of becoming a world class and the leading shipping
services company in China, COSCO SHIPPING International will
continue to implement the established development strategies, and
will adhere to the two strategic direction for development, namely
“unified operational platform for shipping services industrial cluster”
and the “non-financial business investment platform”, in order to
accomplish sustainable business development,
enterprise value, and create long-term and stable returns for
shareholders.

maximise its

For ship trading agency services, in order to cope with the changes
in the shipping industry, the Group will proactively explore new
business models, further offer ship owners with diversified
value-added services. At the same time, the Group will further enhance our
external marketing efforts, bring our advantages in the upstream of
the shipping industry into full play and strive to become the leader
with good use of the Group’s synergy effect.

For marine insurance brokerage services, with the major projects at
hand, the Group will strive for business growth by putting good effort
in the traditional marine insurance business as well as the
development of non-marine insurance businesses and the customers
base outside COSCO SHIPPING Group.
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For supply of marine equipment and spare parts, the Group will
continue to deepen the reformation of our business platform, make
use of our advantages in the internal business collaboration and
scale, strive to explore new vessels equipment agency business,
further nurture and develop the agency channel and enhance the
profitability, maximising the platform interest.

For container coatings, the Group will further highlight our
technological leadership, edge up the product development effort,
and satisfy the customers’ demand with enhanced value. At the
same time, the Group will proactively lower the production cost,
capture more market shares, and improve the profitability level. For
industrial heavy-duty anti-corrosion coatings, the Group will continue
to expand the marketing, enhance the transformation and innovation
of our waterborne heavy-duty anti-corrosion series products and
further enlarge the use of products. For marine coatings, with the aim
to balance the market shares, the Group will strive to increase the
market share of the coatings for repair and maintenance by securing
high-quality orders for new build vessels, meanwhile pursuing a
sound credit control policy as well as implementing strict control on
cost budget controls.

For trading and supply of marine fuel and related products, the Group
will further strengthen the risk prevention and control to maintain low
risk and high stability as major tasks, and will also carefully examine
the medium to long-term strategic positioning of relevant businesses
to enhance capital efficiency with a pragmatic attitude.

For general trading, Fiz/8:EEIE 5 BR A7 (COSCO SHIPPING
International Trading Company Limited®) will keep track on the
successful tendered projects.

* for identification purposes only
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TO THE BOARD OF DIRECTORS OF
COSCO SHIPPING INTERNATIONAL (HONG KONG) CO., LTD.
(incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages
20 to 67, which comprises the condensed consolidated statement of
financial position of COSCO SHIPPING International (Hong Kong)
Co., Ltd. (the “Company”) and its subsidiaries (together, the “Group”)
as at 30 June 2019 and the condensed consolidated income
statement, the condensed consolidated statement of comprehensive
income, the condensed consolidated statement of changes in equity
and the condensed consolidated statement of cash flows for the six-
month period then ended, and a summary of significant accounting
policies and other explanatory notes. The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountants. The directors of
the Company are responsible for the preparation and presentation of
this interim financial information in accordance with Hong Kong
Accounting Standard 34 “Interim Financial Reporting”. Our
responsibility is to express a conclusion on this interim financial
information based on our review and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of
engagement and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
ALK Tt AT - B R — 41 : 1852 2289 8888 » fHH : +852 2810 9888 » www.pwchk.com
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SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410, “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants. A
review of interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information of the Group is not
prepared, in all material respects, in accordance with Hong Kong
Accounting Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 20 August 2019
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For the six months ended 30th June 2019
HEZT—NFA=1+HIEAER

Unaudited
REEE
Six months ended 30th June
BEANA=tHLXEA

2019 2018
—E2-RFE ZE-N\F
Note HK$’000 HK$'000
Bt 5 FERT FAET
——
WA Revenue 6 1,625,976 4,787,645
AN Cost of sales (1,351,812) (4,482,009)
EF Gross profit 274,164 305,636
EIRE W Management fee income 35,334 20,909
Hipuzs K (EE),~ Other income and (losses)/gains — net
ME — 8 7 (8,500) 75,171
HE THE—REA Selling, administrative and general expenses (241,056) (256,809)
&5 R Operating profit 8 59,942 144,907
B 75 W 2 Finance income 9 107,372 76,150
B 75 i 2N Finance costs 9 (1,599) (1,238)
gl s — FEE Finance income — net 9 105,773 74,912
JEMH A ZEEEF,(EI8) Share of profits/(losses) of joint ventures 22,751 (7,492)
JE{G B & N F) (E518),% F Share of (losses)/profits of associates (5,959) 5,142
Fr 8B AR R Profit before income tax 182,507 217,469
FrigHi& A Income tax expenses 10 (31,893) (29,026)
H 0% F Profit for the period 150,614 188,443
PEAGE R Profit attributable to:
AR =FBA Equity holders of the Company. 150,025 184,034
FE 4 I 1 2 Non-controlling interests 589 4,409
150,614 188,443
HMAAQABERZEFEA Earnings per share attributable to
EiEERER equity holders of the Company during
the period
— EARNEE - B — basic and diluted, HK cents 11 9.79 12.01

F20EGTERME I A ARKLESEBE4L The notes on pages 26 to 67 form an integral part of this unaudited
EHRHVEERMARIS - condensed consolidated interim financial information.
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FINANCIAL INFORMATION
MBAH

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
HHGERXERRE

For the six months ended 30th June 2019
HEZZT-NFAA=1+HILEAER

Unaudited
REEE
Six months ended 30th June
BEANA=tHLXEA

2019 2018
—B-nE Z—B-N\F
HK$000 HK$'000
FET FAET
——
MRER Profit for the period 150,614 188,443
Ha2mkzs (5i8) Other comprehensive income/(losses)
ARERHBREN 2 EEZEER Items that may be reclassified
WIE R : subsequently to profit or loss:
EEHnE =R Currency translation differences (5,153) (18,978)
EiHaEtENER Share of currency translation differences of
mEER joint ventures (137) (8,360)
i iR/l Ol S Share of currency translation differences of
HmhEEZ associates (15) @)
BrEesEHsEEER Items that will not be reclassified to
KIER : profit or loss:
BAFEHBEMEEMUEEE  Fair value gains/(losses) on financial assets at
REMBEEAFENE fair value through other comprehensive
(B8 #58 income, net 457 (17,873)
M S REREREAE Gain on revaluation upon reclassification of
BEENHEEREDHE property, plant and equipment and right-of-
B & fh W use assets to investment properties 7,428 —
HAHMEEmWE () Other comprehensive income/(losses)
for the period 2,580 (45,213)
HRA2EKE Total comprehensive income for the period 153,194 143,230
EaBaE2mkE(EBE) : Total comprehensive income/(losses)
attributable to:
PINYNEIE - SN Equity holders of the Company 153,726 141,513
FEPE ) M A 2 Non-controlling interests (532) 1,717
153,194 143,230

E26E67 B WM FE A KK E

ETHMBERNARED

5 0 98 £

condensed consolidated interim financial information.

The notes on pages 26 to 67 form an integral part of this unaudited
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FINANCIAL INFORMATION
MBAH

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
HHRAGSHMBRAR

As at 30th June 2019
RZZE—NFRA=+H

Unaudited Audited
R EG KR
30th June 31st December
2019 2018
— i —E-N\F
ANAE=+H +=ZA=+—H
Note HK$’000 HK$’000
Bt 3 FTHERT FAT
—
BE ASSETS
EREBEE Non-current assets
M A E Intangible assets 18 106,012 103,448
M MR NREE Property, plant and equipment 13 284,827 303,523
FRAEEE Right-of-use assets 13 47,219 —
Jaft i EE R Prepaid premium for land leases 13 - 29,429
LEYE Investment properties 13 115,267 107,014
MREZBLENKE Investments in joint ventures 417,767 396,709
REEE RN A HIRE Investments in associates 90,504 96,651
BAFEAEBEMEE  Financial assets at fair value through
WHRE RS EE other comprehensive income 14 78,460 78,003
EEFEMHEE Deferred income tax assets 44,799 52,936
1,184,855 1,167,713
mENEE Current assets
FE Inventories 317,001 337,187
B 5 & H b g U 3 Trade and other receivables 15 1,613,970 1,368,805
A g (@ 2 BR P 1S A Current income tax recoverable 1,852 7,358
ZRERITERK Restricted bank deposits 5,684 5.706
mEBERUARES® R Current deposits and cash and
WEEEBY cash equivalents 6,160,755 6,369,956
8,099,262 8,089,012
mEE Total assets 9,284,117 9,256,725
= EQUITY
KATEFHZEE AE(  Capital and reserves attributable to
B 2R R & 1R the Company’s equity holders
PR R Share capital 16 153,296 153,296
frE 1 Reserves 7,716,399 7,700,639
7,869,695 7,853,935
IE 12 1 R = Non-controlling interests 295,081 300,765
R Total equity 8,164,776 8,154,700
a8fE LIABILITIES
ERBEE Non-current liabilities
HEBE Lease liabilities 17 4,449 —
RIEFTEFRAE Deferred income tax liabilities 65,401 64,269
69,850 64,269
REBEE Current liabilities
B 5 & HE b EA R Trade and other payables 17 730,675 635,588
SEHAR Contract liabilities 17 232,239 337,128
EHMERARE Current income tax liabilities 18,796 19,388
HHEEE Short-term borrowings 18 62,524 45,652
HEBAE Lease liabilities 17 5,257 =
1,049,491 1,037,756
BEE Total liabilities 1,119,341 1,102,025
BEZREE Total equity and liabilities 9,284,117 9,256,725

F26267 B B M T Jh AN K& ,zg st B34  The notes on pages 26 to 67 form an integral part of this unaudited
AR HYEE R AR S condensed consolidated interim financial information.
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COSCO SHIPPING International (Hong Kong) Co., Ltd.

FINANCIAL INFORMATION
MBAH

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
HHRGSHEDR

For the six months ended 30th June 2019

BE_Z-AFRA=THLXEA

Unaudited
RGE
Non-
Attributable to equity holders controlling Total
of the Company interests equity
IE 42 il 1
ARAREEFE ARG = BEn
Share Other Retained
capital reserves profits Total
BE HitFEHE REEF #Ast
HK$000 HK$000 HK$000 HK$000 HK$000 HK$’000
FHET TERT TER TERT TER TER

R-FB—-NEF Balance at 1st January 2019

—HA—B#&& 153,206 755,330 6,945,309 7,853,935 300,765 8,154,700
B A Y4 ) Profit for the period - - 150,025 150,025 580 150,614
Bt 2mEkzE Other comprehensive income/

(&) (losses)
ERmEER Currency translation differences - (4,032) - (4,032) (1,121) (5,153)
JEIEAE ¥R EY  Share of currency translation

BEER differences of joint ventures - (137) - (137) — (137)
JEAGE: & ARl H) &% Share of currency translation

BEER differences of associates - (15) - (15) — (15)
BEATFEBBEAM Fair value gains on financial assets

2 H W as Re AR at fair value through other

MBEEQTE comprehensive income, net

W s H - 457 - 457 - 457
M - 25 MR E & Gain on revaluation upon

EREEESH reclassification of property, plant

NEEREMEN and equipment and right-of-use

ERCE assets to investment properties - 7,428 - 7,428 — 7,428
HE-_ZT—NF Total comprehensive income/(losses)

ANA=+HIEHE for the period ended

@2 (F18)  30th June 2019 - 3,701 150,025 153,726 (532) 153,194
HEBANRS Transactions with owners
ok 18 ) B2 3% Transfer between reserves - 76 (76) = = -
B E Dividends paid - —  (137,966) (137,966) (5,152) (143,118)
HiEB AR H4EF  Total transactions with owners - 76  (138,042) (137,966) (5,152) (143,118)
R-E—NF Balance at 30th June 2019

NA=T A& 153,296 759,107 6,957,292 7,869,695 295,081 8,164,776

FEo6E67 HMM AT I AR K& ET AR
AEHRHYEERMARIS -

The notes on pages 26 to 67 form an integral part of this unaudited
condensed consolidated interim financial information.
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FINANCIAL INFORMATION
MBAH

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)
HHRGESERSEB X (|)

For the six months ended 30th June 2019
%Z?;_ j'LE/\)E] +E_|J:/\1.H

Unaudited
NAEEET
Non-
Attributable to equity holders controlling Total
of the Company interests equity
FEHE 1
RAGIEEREAEME T BiER
Share Other  Retained
capital reserves profits Total
AR HibEE REEF #Et

HK$ 000 HK$'000 HK$000 HK$000 HK$O000  HK$000
TR TR TETT TETT THETT TET

RZT—)\F Restated balance

—A—HBK at 1st January 2018

KB R 153,296 844,363 6,916,470 7,914,129 299,471 8,213,600
H A A Profit for the period — - 184,034 184,034 4,409 188,443
Hth2mEEE Other comprehensive losses
ERmE=ES Currency translation differences = (16,286) = (16,286) (2,692) (18,978)
BB E ¥R EY  Share of currency translation

MEER differences of joint ventures = (8,360) = (8,360) = (8,360)
FEAGEL & A A M &% Share of currency translation

MEER differences of associates = @) = @ = @
BEATEBRHEAM Fair value losses on financial assets

2 TH W %5 A2 AR at fair value through other

MBEEQTE comprehensive income, net

EiREE - (17,879 - (17,879 - (17,873)
BE_Z—N\F Total comprehensive (losses)/

NA= + =N income for the period ended

@wem(EE), /W 30th June 2018 = (42,521) 184,034 141,513 1,717 143,230
HEBANRKS Transactions with owners
ik 15 ] & 2% Transfer between reserves = 9 ©) = = =
BRRE Dividend paid - —  (183,955) (183,955) —  (183,955)
HiER AR 545 Total transactions with owners = 9  (183,964) (183,955) —  (183,955)
RZTE—N\F Balance at 30th June 2018

NA=ZtTH&ER 163,296 801,851 6,916,540 7,871,687 301,188 8,172,875

FoBROTEHME AR KRKESTEBE4  The notes on pages 26 to 67 form an integral part of this unaudited
BRI BEERERE D - condensed consolidated interim financial information.
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COSCO SHIPPING International (Hong Kong) Co., Ltd.

FINANCIAL INFORMATION

MBERH

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HHRGSReERER

For the six months ended 30th June 2019

HE-_Z—NFA=1+HIEXEA
Unaudited
R EF

Six months ended 30th June

BEANA=1THIEAER

2019 2018
—E-hEF = — N\
HK$’000 HK$ 000
TER FAET
—
FRERETHNREN Cash flows from operating activities
LEBEMAMNRS Cash used in operations (103,908) (48,851)
BT SR Income tax paid (17,542) (20,422)
&SRB TR FIR S Net cash used in operating activities (121,450) (69,273)
REREIZBENEESRE Cash flows from investing activities
FER A= 1I A& Decrease in cash deposits with maturity over
IR & 17 2R three months 93,531 189,810
e PS) Interest received 59,810 45,809
B E W EH RS Dividends received from investments 2,590 3,016
B—XaEhFRIMKE Dividend received from a joint venture 1,144 17
HEWE s RERE Net proceeds from sale of property, plant
e FE and equipment 67 ©
BAETEE Purchases of intangible assets (3,332) (629)
BAYE LR E Purchases of property, plant and equipment (4,323) (3,751)
NBREYE Additions to investment properties - (523)
KEETMEERNFRS Net cash generated from investing activities 149,487 233,755
FEMEIBNEESRE Cash flows from financing activities
REERTTE X Drawdown of a bank loan - 36,687
— XA RN B A RRMED Loan from a fellow subsidiary 17,334 48,916
HENZHNAEL I D Principal elements of lease payments (3,160) =
2 <t B 7E B AN Finance costs paid (1,337) (1,205)
MARAIERTEE A Dividend paid to the Company’s equity
> A% B holders (137,966) (183,955)
] JE 1% 4| ISE 1= TR B Dividend paid to non-controlling interests (5,152) =
BEEEBFTAMNFERS Net cash used in financing activities (130,281) (99,557)
ReRBESEEYWRD) Net (decrease)/increase in cash and cash
¥ F 5 equivalents (102,244) 64,925
HOReEREEEY Cash and cash equivalents at the beginning of
the period 971,094 983,649
BB EEMIER Exchange (losses)/gains on cash and cash
(E518),/FI15 equivalents (1,482) 1,157
MAEESREESEEY Cash and cash equivalents at the end of
the period 867,368 1,049,731
iﬁ & & HEZEBY DN Analysis of cash and cash equivalents
7{‘ FTHUNRBESLBESE B Total deposits and cash and cash equivalents 6,166,439 6,384,278
R BIERIT IR Less: restricted bank deposits 5,684 1,779
FHAE B X AR cash deposits with maturity more than
HiE = AR FER three months from date of placement 5,293,387 5,332,768
HABRERBSEEY Cash and cash equivalents at the end of
the period 867,368 1,049,731

FE26E67 B WM i T A KK E
AR BB ER AR D o

I:l-l_ F% Eﬂ fap

condensed consolidated interim financial information.

The notes on pages 26 to 67 form an integral part of this unaudited
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FINANCIAL INFORMATION
MBEEH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
FEEMBRSPRMEEHME

2019 FHRAHE

—REH

FERBEBRREE)BERAR(A
AEDEEMBRR(SBEIARE
BHETERE=RHMERSE R —K

ARARARBRESZMK LN AR
BEERAR HBRODREBBERS
FIBRARI LM - ARAWMEESE
EMBEARBEE R/ KNEFI83HEH
BRANEATE -

RRBHRBERRB RN FEA
REMBE(HRERDKINEAE B
FEERFBESEARAA(FE
&) -

BREMEN BE_FT-AFX
A=1THALERBEAZRREETD
REETHTBEN (T RERTH
REE TP BEN]D LNBTES -

AREEHTERSA P AR B AR
BER-F—AFENA-+ARESR
BRI -

REHEEREHBER

AREEABREE D BB EHR
ERBEEEGHMAS(HEGF
fiAg]) MMM EE ST ERIE34
HIPHPBEREIRBERARS
MERAREZ LRI ER

GENERAL INFORMATION

COSCO SHIPPING International (Hong Kong) Co., Ltd. (the
“Company”) and its subsidiaries (collectively, the “Group”) are
principally engaged in the provision of shipping services and
general trading.

The Company is a limited liability company incorporated in
Bermuda and its shares are listed on The Stock Exchange of
Hong Kong Limited. The address of its principal place of
business is 47th Floor, COSCO Tower, 183 Queen’s Road
Central, Hong Kong.

The ultimate holding company of the Company is /R B3z )% /&8
E£EFAR AT (China COSCO Shipping Corporation Limited*)
(“*COSCO SHIPPING”), a state-owned enterprise established in
the People’s Republic of China (the “PRC”).

This unaudited condensed consolidated interim financial
information for the six months ended 30th June 2019 (the
“Unaudited Condensed Consolidated Interim Financial
Information”) is presented in Hong Kong dollars, unless
otherwise stated.

The Unaudited Condensed Consolidated Interim Financial
Information was approved by the board of directors for issue on
20th August 2019.

BASIS OF PREPARATION AND
ACCOUNTING POLICIES

The Unaudited Condensed Consolidated Interim Financial
Information has been prepared in accordance with Hong Kong
Accounting Standard 34 “Interim Financial Reporting” issued by
the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) and the disclosure requirements of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited.

* for identification purposes only
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FINANCIAL INFORMATION
MBAH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

FEEMBGRSR MY R HME

HREERSHREm@m 2 BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)
RNAKREEA IS S P HIBT IR & K The Unaudited Condensed Consolidated Interim Financial
JEEHEZBEASMACTBHNT Information should be read in conjunction with the annual
B REER ([ FETBERSESE financial statements for the year ended 31st December 2018,
Al DNmEmEEz—_E—N\NFE+_HA which were prepared in accordance with Hong Kong Financial
=+ —HBIFENEEHBHRE— Reporting Standards (‘HKFRSs”) issued by the HKICPA.
PHBIE -
BAREEBEHEMNATEHEBSSED The accounting policies and methods used in the preparation of
AEEMm BEHEEBMEBELR = the Unaudited Condensed Consolidated Interim Financial
E-—hWhE—A—HkzEHRBH= Information are consistent with those set out in the annual
SHHIE AN FETER . BT L financial statements for the year ended 31st December 2018
FREIN BRARKEETHALE except that the Group has adopted the following new
SR HBBERMERN 2 THE accounting standard, amendments and new interpretations
ERFFEEE-_Z—-—NE+=-_A= issued by the HKICPA, which are relevant to its operations and
T-BLEFENFEVBRRAE are effective for accounting periods beginning on or after 1st
mE—B e January 2019.
Effective for
accounting periods
beginning on or after
BT BEHRz#®
BN ETHEENR
HKFRS 16 Leases 1st January 2019
BV BRELENFE 165 HE e =
Amendments to HKAS 28 Long-term Interests in Associates and 1st January 2019
Joint Ventures
B G ERFE 28R MEET REBERRRGELEZRRE —E-NAF—-—H—H
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments  1st January 2019
ER(ERVBHREREEZES) P15 %5 B2 32 69 1 1 5E 1 —E-NAF—-—H—H
-2 EF 2358
Amendments to HKFRS 9 Prepayment Features with Negative 1st January 2019
Compensation
BV BRELENEIFIER] EEamEMNEINERSNT —E-N¥E—H—H
Annual improvements to HKFRS HKFRS 3 and HKFRS 11 and 1st January 2019
Standards 2015-2017 cycle HKAS 12 and HKAS 23
EAVBRELEN _Z—0FEE BFEUBHRELENIIRREAME —E—-—hhF—H—H
T t+FRENFENE RELBNBREREBGTERL

F12HF BB G ERIFE 235




HEBEEKR (BB ERQA 2019 FRRIH &

FINANCIAL INFORMATION
MBAH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
FEEMBRSPRMEEHME

2 HREEERDEBKm@® 2 BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

BE 4N 25 A& B 7& 3R & #E B 516595 1) &7 The impact of the adoption of HKFRS 16 and the relevant new
ZREEHT BRI R FEIR accounting policies are disclosed in note 3. The adoption of
BoHEMmHEMEITINTREH ARE other amendments and new interpretations did not result in any
WEdRRITBEERNERNES substantial changes to the Group’s accounting policies and had
B ARKRKEEABHLES P EB no material financial impact on the Unaudited Condensed
BRI EERMETE - Consolidated Interim Financial Information.
NTEIIEFEANEIIEHETES The following amendments to existing standards have been
RN A = 8 - I R B A XK published by the HKICPA and are relevant to the Group's
E - ZZBsIR_E—HLE— A operations. They are not yet effective for accounting periods
— BB ZETHBEMRER T beginning on 1st January 2019 and have not been early
REBHAEFRFEHEMR - adopted by the Group.
Effective for

accounting periods
beginning on or after

BTIBHRz#E
BN ST EX
Conceptual framework for financial Revised Conceptual Framework for 1st January 2020
reporting 2018 Financial Reporting
—E-) N\FEMBREOMIIER BV BREMIIER —E-_TF—H—H
Amendments to HKAS 1 and HKAS 8  Definition of Material 1st January 2020
ERGHEAFIRR HEANTEE —E-FTF—-H—H
BT EREFHAEET
Amendments to HKFRS 3 Definition of a Business 1st January 2020
ERVBRELENEIFNIER HEBHTEE —E-FTF—-H—H
Amendments to HKFRS 10 and Sale or Contribution of Assets between To be determined
HKAS 28 an Investor and its Associate or
Joint Venture
BBV BRELENFE105% & REERABERRIIEELERN FE
BB G ERIE 28R IER] BEHEIEA
NEFBEBHBTHEN M EHIRA The Group has already commenced an assessment of the
EHIWBETHEBEEZE - B BT related impact of adopting the above amendments to existing
ReeHiEE 2 EH @D HHEKREE standards, but it is not yet in a position to state whether it will
BN ERABREATE - have a significant impact on its result of operations and financial

position.
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TXWEP)FHABE =T NLF—A
—HERANTEMEREERSE
16 HE I AEERBEHRROT
BNFBERMERAAFEIEE -

RERERBBHEIZZE—-—NL$—A

B) AEBEHRAKTEM RS
R F16HNFABLEH D BERA
KishBPE LERETZET
R-ZE-NF+_A=+t—HE&
E_ZT-NFANA=Z+HIE~EAR
B LB E K

(a) HHBRRNEE

RENE B BRELERFE16
R ASEEREEBES
5‘§EIJ%17%J‘%WHEJEEE@EE&@
FoEAIKEREIREER
‘*B’JTE‘*ETWEA#%LE&
FIpHENRORETE I
FAABARZZ—NLF—A
—HMEEERENR - R
T-hF—A—BEAREE
B &R I T AME AR E
KK FA45% e

RBE BEARENENEE
mE AEBREXERABH
BEERERINHEEEERA
EEEREERRATRAESR
EXHEABENREEE - &
s mEEREICHEANTER
AEREBBAER-

FINANCIAL INFORMATION
MBAH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

FEEMBGRSR MY R HME

CHANGES IN ACCOUNTING POLICIES

This note explains the impact of the adoption of HKFRS 16
“Leases” on the Group’s financial statements and also discloses
the new accounting policies that have been applied from 1st
January 2019 in note 3(b) below.

The Group has adopted the modified retrospective approach to
which the adjustments and reclassifications resulting from the
adoption of HKFRS 16 are recognised on the date of initial
application, i.e. as at 1st January 2019. The comparative figures
as at 31st December 2018 and for the six months ended 30th
June 2018 have not been restated.

(@ Impact on the financial statements

On adoption of HKFRS 16, the Group recognised lease
liabilities in relation to leases which had previously been
classified as “Operating Leases” under the principles of
HKAS 17 “Leases”. These liabilities were measured at the
present value of the remaining lease payments, discounted
using the lessee’s incremental borrowing rate as of 1st
January 2019. The weighted average lessee’s incremental
borrowing rate applied to the lease liabilities on 1st
January 2019 was 4.5%.

For leases previously classified as finance leases, the
Group recognised the carrying amounts of the lease
assets and lease liabilities immediately before transition as
the carrying amounts of the right-of-use assets and the
lease liabilities at the date of initial application. The
measurement principles of HKFRS 16 are only applied
after that date.




HEBEEKR (BB ERQA 2019 FRRIH &

FINANCIAL INFORMATION
MBAH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
FEEMBRSPRMEEHME

3 BFHBFEEE W 3 CHANGES IN ACCOUNTING POLICIES
(Continued)
() HUBHRRNEZE @ (@) Impact on the financial statements (Continued)
2019
—E-NF
HK$°000
FE T
—
RZEBE—N\F+_A=+—H Operating lease commitments disclosed as at
HENCEHERAE 31st December 2018 50,443
RZZTE—NF—A—BFE:THAEL New contracts signed on 1st January 2019 3,137
RZZE—NF—H—BEF] Modification of existing contracts as of
WEEH 1st January 2019 (21,519)
REXERBBEREABEAR Discounting impact using the lessee’s
BRENTREE incremental borrowing rate at the date of
initial application (1,487)
NERZHRREANESRES Short-term leases recognised on
a straight-line basis as expenses (17,587)
NERZERREANEKERE Low-value leases recognised on
a straight-line basis as expenses (380)
R-ZE-NF—HB—HBERW Lease liabilities recognised as at
HEESE 1st January 2019 12,607
FEB DT Maturity analysis:
—FR Within 1 year 5,117
RE_ZFNF(BIEEEMSE) In the 2nd to 4th years inclusive 7,490
12,607
FHEEENSREEESRERN Right-of-use assets were measured at the amount equal
SHEdEs WER_ZE—HF to the lease liabilities, adjusted by the amount of any
— A—BREE BN R E prepaid or accrued lease payments relating to those
REEESHEBENTATENR leases recognised in the consolidated statement of
SKEETFHE N B - I M E financial position as at 1st January 2019. There were no
BEHEHAEANZTERNEXAER onerous lease contracts that would have required an
HEARARERZEHRAEEE adjustment to the right-of-use assets at the date of initial

application.
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FINANCIAL INFORMATION
MBAH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
FEEMBGRSR MY R HME

3 EiBFEE @ 3 CHANGES IN ACCOUNTING POLICIES
(Continued)
(a) W FHMRNEE @) (a) Impact on the financial statements (Continued)
EERAEETREEENHEBAE The recognised right-of-use assets relate to the following
EFEROT : types of assets:

30th June 1st January

2019 2019

—E-hAFE E-AF

~HA=1+H —H—H

HK$’000 HK$'000

THER FABT

I

HE L REF Leasehold land and buildings 12,943 16,250

Mg RBERAE Machinery, equipment and motor vehicles 5,297 5,820

ENLHEESEA Prepaid premium for land leases 28,979 29,429

FHEEERSE Total right-of-use assets 47,219 51,499

R-ZE—NF—H—HB @3 The change in accounting policy affected the following

HEREHEZETIEE TER items in the consolidated statement of financial position
MEHIER - on 1st January 2019:

31st December 1st January

2018 2019

—E-)\#F HKFRS 16 ZE-NF

+ZA=+—H BEUBEREENFI6H —H—H

As originally Recognition of

Condensed Consolidated statement of financial position (extract) presented  Reclassification leases Restated

ARG A MR R K () R EHHER BRHEE rE7

HK$’000 HK$’000 HK$’000 HK$’000

FHET FHBT FHBT FHEx

I

W¥k HELRE Property, plant and equipment 303,523 (9,463) = 294,060

BRNLHHEER Prepaid premium for land leases 29,429 (29,429 = -

ERREEE Right-of-use assets = 38,892 12,607 51,499

HEARE Lease liabilities — = 12,607 12,607

R-ZE—NF— A —BHRYE There was no impact on retained earnings on 1st January

i A A 48 52 2 o 2019.
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FINANCIAL INFORMATION
M RH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
FEEMBRSPRMEEHME

3 EiBFEE @ 3 CHANGES IN ACCOUNTING POLICIES
(Continued)
(a) HHBRROELE @ (@) Impact on the financial statements (Continued)

i) BoBEERERE (i) Impact on segment disclosures and
R gy =228 earnings per share
R-_E— jLE/‘_\ A=+H Adjusted EBITDA, segment assets and segment
BT ITE# A liabilities for 30th June 2019 all increased as a result
FME - oHBEERDIAE of the change in accounting policy, with lease
EHSeTHREZEEH ML liabilities now included in segment liabilities.
F-HEaBREFAD
HaE-
TR BRESH T The following segments were affected by the change
ZHoE: in accounting policy:

Adjusted Segment Segment

EBITDA assets liabilities
RARSHIT

E#BsEaAE oHEE oIBPEE

HK$°000 HK$’000 HK$’000

THE T THERT THERT

2R} Coatings 896 2,518 2,625
M PR %4 K1 Marine equipment and spare parts 2,129 7,216 7,081
3,025 9,734 9,706
MBI EREERSE The impact on earnings per share for the six months
16 EBEE—_T—NLFN ended 30th June 2019 as a result of the adoption of
A=+HLEAEASKRA HKFRS 16 was immaterial.

M |BERNZE -
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(@ Impact on the financial statements (continued)

(i)

Practical expedients applied

In applying HKFRS 16 for the first time, the Group
has used the following practical expedients permitted
by the standard:

° the use of a single discount rate to a portfolio
of leases with reasonably similar characteristics;

o reliance on previous assessments on whether
leases are onerous;

° the accounting for operating leases with a
remaining lease term of less than 12 months as
at 1st January 2019 as short-term leases;

° the exclusion of initial direct costs for the
measurement of the right-of-use assets at the
date of initial application; and

° the use of hindsight in determining the lease
term where the contract contains options to
extend or terminate the leases.

The Group has also elected not to reassess whether
a contract is, or contains a lease at the date of initial
application. Instead, for contracts entered into before
the transition date the Group relied on its
assessment made applying HKAS 17 and
HK(IFRIC)-Int 4 “Determining whether an
Arrangement contains a Lease”.
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)

3 EHRET W

b) BE=Z—-NF—-HA—H

(b) Accounting policies applied from 1st

FEFERANETER January 2019
AEBHEE T HH REF The Group leases various land and buildings, machinery,

W RERARE-BHH—K
Bf 5129094 K [& & M 5 -
AERRDIREREEEITE
B WEB SRR G-
HE®WS LTS 5T [ HE
# o

EE-ZT-N\FFE BNIL
WHEEREYE #ERR
BORABEIKLEHE K
EHEMNROREERMA LA
AWCE R (] 52 8)) B 1% B 4%
ERBEEEYGFARE RS
%o

BE-T-hF-A-—HBHE H
EERNHEEEAHAKEE
REHERSEREESERE
FEE ZHENKREERE
Ko 0 75 PR R 2 T8 73 BE » B 7 K
AEEMEHEBGTARS RS
R URBHE B EHRER
HEEMNX - EREEEDNR
BETRAFHIHEAMARR
ERE)ANBERERINE -

equipment and motor vehicles. Rental contracts are
typically made for fixed periods of 1 to 999 years. Lease
terms are negotiated on an individual basis and contain a
wide range of different terms and conditions. The lease
agreements do not impose any covenants.

Until the end of 2018, prepaid premium for land leases
and property, plant and equipment were classified as
either finance or operating leases. Payments made under
operating leases (net of any incentives received from the
lessor) were charged to the consolidated income
statement on a straight-line basis over the period of the
leases.

From 1st January 2019, leases are recognised as a right-
of-use asset and a corresponding liability at the date at
which the leased asset is available for use by the Group.
Each lease payment is allocated between the liability and
finance cost. The finance cost is charged to the
consolidated income statement over the lease period so
as to produce a constant periodic rate of interest on the
remaining balance of the liability for each period. The right-
of-use asset is depreciated over the shorter of the asset’s
useful life and the lease term on a straight-line basis.
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(b) Accounting policies applied from 1st
January 2019 (Continued)

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities
include the net present value of the following lease
payments:

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

o variable lease payment that are based on an index or
arate;

° amounts expected to be payable by the lessee
under residual value guarantees;

o the exercise price of a purchase option if the lessee
is reasonably certain to exercise that option; and

° payments of penalties for terminating the leases, if
the lease term reflects the lessee exercising that
option.

The lease payments are discounted using the interest rate
implicit in the leases. If that rate cannot be determined, the
lessee’s incremental borrowing rate is used, being the rate
that the lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value in a similar
economic environment with similar terms and conditions.
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(b) Accounting policies applied from 1st

January 2019 (Continued)

Right-of-use assets are measured at cost comprising the
following:

° the amount of the initial measurement of lease
liabilities;

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

° any initial direct costs; and
° restoration costs.

Payments associated with short-term leases and leases of
low-value assets are recognised on a straight-line basis as
expenses in the consolidated income statement. Short-
term leases are leases with a lease term of 12 months or
less. Low-value assets comprise motor vehicles and office
furniture.

4 FINANCIAL RISK MANAGEMENT

(@)

Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including foreign currency risk, interest
rate risk and price risk), credit risk and liquidity risk.

The Unaudited Condensed Consolidated Interim Financial
Information does not include all financial risk management
information and disclosures required in the annual financial
statements, and should be read in conjunction with the
Group’s annual financial statements for the year ended
31st December 2018.
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4 MBEKEEE @ 4 FINANCIAL RISK MANAGEMENT (Continued)
(@) B E fe A = @) (@ Financial risk factors (continued)

BFERRB BBREREASK There have been no material changes in the risk

1E 1] B e & 18 B s i 4 IR (T management personnel or in any risk management

s K& o policies since the year end.

HEEKEL UEEERNA L Compared to the year end, there was no material change

MHREEBER S RAEE W E LR in the contractual undiscounted cash outflows for financial

BREH - liabilities.

(b) A FEMET (b) Fair value estimation

TRIZEHEZED TR FET The table below analyses financial instruments and

ERNERmTARKEEME T investment properties that are carried at fair value, by

RRBESRWOT : valuation method. The different levels have been defined

as follows:

e REBRMBEHEREE e Quoted prices (unadjusted) in active markets for
FEENRE(CREHAE) identical assets or liabilities (Level 1).
(B—%H) -

o HEESBBEBEITBRE o Inputs other than quoted prices included within Level
— BB ®RE - BEAH 1 that are observable for the asset or liability, either
R A TiwmeEZ(H directly (that is, as prices) or indirectly (that is,
B8 sk % (BB derived from prices) (Level 2).

SIH) B (B =& R -

o B ESNAERE AW IEK e Inputs for the asset or liability that are not based on
1% Al B R B T 35 SR (B observable market data (that is, unobservable inputs)
TAEBERGA)(FE =R (Level 3).

Al
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

4 FINANCIAL RISK MANAGEMENT (continued)

(b) Fair value estimation (continued)

TRENAEBAR-_ZE—NF The following table presents the Group’s financial assets
NA=Z1THUAFESFENE and investment properties that are measured at fair value
BEERREME - at 30th June 2019.
Level 1 Level 2 Level 3 Total
F—HA F=H/B F=RA BEt
HK$000 HK$000 HK$000 HK$’000
TF#& T FET TF#& T F & T
N
BE Assets
AT EBEBEHAM  Financial assets at fair value
2HEWREERI TS through other comprehensive
BE income (“FVOCI”)
— BRAE S — equity securities 75,599 - 2,861 78,460
"REYHF Investment properties
—HE—BF — commercial — Hong Kong - - 29,800 29,800
—FE—FF — residential — Hong Kong - - 8,000 8,000
—EE -8 — commercial — Overseas - - 32,921 32,921
—fFE - — residential — PRC - - 44,546 44,546
REE Total assets 75,599 — 118,128 193,727

TREJAKER-B—N\F
+=ASt+—BLATEIE

The following table presents the Group’s financial assets
and investment properties that are measured at fair value

M BEEENRIEEYE - at 31st December 2018.
Level 1 Level 2 Level 3 Total
EF—HA FB-HA B=H5H #Et
HK$000 HK$'000 HK$S000 HK$ 000
FET FET FAET FET
BE Assets
HAFEHBEM  Financial assets at FVOCI
2 W 55 50 BR B 7%
BE
— IRARFE 5 — equity securities 75,262 — 2,741 78,003
&Y Investment properties
—HEE-—BEB — commercial — Hong Kong — — 29,800 29,800
— B -8 — commercial — Overseas = = 32,567 32,567
—fFE—& — residential — PRC = — 44,647 44,647
BEE Total assets 75,262 — 109,755 185,017
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4 FINANCIAL RISK MANAGEMENT (continued)

(b) Fair value estimation (continued)

There were no transfers among Level 1, Level 2 and Level
3 during the period.

The fair value of financial instruments traded in active
markets is based on quoted market prices at the reporting
date. A market is regarded as active if quoted prices are
readily and regularly available from an exchange, dealer,
broker, industry group, pricing service, or regulatory
agency, and those prices represent actual and regularly
occurring market transactions on an arm’s length basis.
The quoted market price used for financial assets held by
the Group is the current bid price. These instruments are
included in Level 1. Instruments included in Level 1
comprise primarily equity investments classified as
financial assets at FVOCI as at 30th June 2019 and 31st
December 2018.

Valuation techniques used to derive Level 2
fair values

Level 2 comprises other observable inputs which are not
included within Level 1 of the fair value hierarchy or
market-corroborated inputs based on or supported by
observable market data.

There were no Level 2 financial instruments as at 30th
June 2019 and 31st December 2018.
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4 FINANCIAL RISK MANAGEMENT (continued)

(d) Fair value measurements using significant

unobservable inputs (Level 3)

If one or more of the significant inputs is not based on
observable market data, the instrument is included in
Level 3. Management has taken reference to the net asset
value of the investment to determine its fair value as at the
reporting date.

Fair values of investment properties are generally derived
using the direct comparison method. This valuation
method is based on comparing the property to be valued
directly with other comparable properties, which have
recently transacted. However, given the heterogeneous
nature of real estate properties, appropriate adjustments
are usually required to allow for any qualitative differences
that may affect the price likely to be achieved by the
property under consideration.

Valuation process

The Group’s finance department manages the valuations
of financial assets and financial liabilities required for
financial reporting purposes, including Level 3 fair values
and presents the results of valuations to the management
for review and approval on half-yearly basis. Changes in
Level 2 and Level 3 fair values are analysed when
appropriate and reported with reasons for the fair value
movements to the management.
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4 FINANCIAL RISK MANAGEMENT (continued)

(e) Valuation process (Continued)

The Group measures its investment properties at fair
value. Valuations were performed to determine the fair
value for the Group’s investment properties as at 31st
December 2018, except for certain residential properties
in Hong Kong which have been reclassified as investment
properties due to change of use during the period. The
directors are of the view that valuations of these
investment properties as at 30th June 2019 (2018: 30th
June 2018) approximate their fair value as at 31st
December 2018 (2018: 31st December 2017). The
investment properties in Hong Kong and the PRC were
revalued by Cushman & Wakefield Limited, an
independent qualified valuer not related to the Group, who
holds a recognised relevant professional qualification, at
31st December 2018 and 2017. The overseas investment
property was revalued by Pioneer Property Consultants
LLP, an independent qualified valuer not related to the
Group, who holds a recognised relevant professional
qualification, at 31st December 2018. Investment
properties in Hong Kong for residential use were valued
on the day when properties were reclassified from
property, plant and equipment to investment properties on
the basis of their open market value by management on
that day.

Fair values of financial assets and financial
liabilities measured at amortised cost

The fair values of the following financial assets and
financial liabilities approximate their carrying amounts:

° Trade and other receivables
° Restricted bank deposits

° Current deposits and cash and cash equivalents

o Trade and other payables
o Contract liabilities

o Short-term borrowings
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JUDGEMENTS

The preparation of interim financial information requires
management to make judgements, estimates and assumptions
that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expense.
Actual results may differ from these estimates.

In preparing the Unaudited Condensed Consolidated Interim
Financial Information, the significant judgements made by
management in applying the Group’s accounting policies and
the key sources of estimation uncertainty were consistent with
those that applied to the annual financial statements for the year

RFTERM—% - ended 31st December 2018.
6 IWARDEEHE 6 REVENUE AND SEGMENT INFORMATION
HARRNEERBIRA) AT Turnover, representing revenue, recognised during the period is
as follows:
Six months ended 30th June
BEANA=1tHLA<EA
2019 2018
—E-hFE ZE-N\EF
HK$’000 HK$’000
FET FAT
e
ZBREE Sale of coatings 507,564 515,916
MR EREEEE Sale of marine equipment and spare parts 640,083 555,936
mMESREBEMAeKE Commission income from ship trading agency 49,447 61,794
REERASKE Commission income from insurance

brokerage 35,554 36,158
MM s R EMEMES Sale of marine fuel and other products 23,427 3,309,419
BEEREMEREE Sale of asphalt and other products 369,901 308,422

1,625,976 4,787,645
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6 REVENUE AND SEGMENT INFORMATION

(Continued)

The chief operating decision-maker has been identified as the
executive directors. The executive directors review the Group’s
internal reports in order to make decisions about resources to
be allocated to the segment and assess its performance.
Management considers the business from a product
perspective and has identified the following reportable segments
on the basis of these reports:

Business activities

REEH

Coatings

Marine equipment and spare parts
MR R A R B

Ship trading agency

mAE HRIE

Insurance brokerage
R B2 B S

Marine fuel and other products

i AA RRHH B HL i 2

General trading

—REZ

production and sale of coatings, and holding of investments in joint
ventures, Jotun COSCO Marine Coatings (HK) Limited and & # {2
EI R R AR AT (Nasurfar Biomaterial Technology (Changshu)
Co., Ltd.")

HEREERH URBERGELEFTEREIMMEN(F
BIERAGREAMEEDMAREERARNKE

trading of marine equipment and spare parts, and holding of
investments in joint ventures

WHREREHEES  URFKERGELEENRE

provision of agency services relating to shipbuilding, ship trading and
bareboat charter business, and holding of investments in a joint
venture and an associate

REEEMMEE MHEERAEMEBNRERLE  UR
BEAR—RELZEXR—RXBELFNKRE

provision of insurance brokerage services

e (R e B RS AR 75

trading of marine fuel and other related products, and holding of
investment in an associate, Double Rich Limited (“Double Rich”)
MMM EEMERERE S  URKAER —KEBEQREN
BERAB(ERAADNERE

trading of asphalt and other products, and holding of investments in
associates
BEREMERES ARFARBEQRRNKE

HppETZERAKEZAFEESR
EemlasdRMBEE -

BEEBRBEHAFSHAGENNETE
REFHEED AR

Others mainly comprise the Group’s financial assets at FVOCI.

Management assesses the performance of the operating
segments based on a measure of profit before income tax.

*for identification purposes only
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6 REVENUE AND SEGMENT INFORMATION

(Continued)
Shipping services
mERE

Marine Marine

equipment Ship fuel and

andspare  trading Insurance other
Coatings parts  agency brokerage products Total

bt

MHRE it MBR
28 kE# EERE RBRER HtER @it
HK$'000 HK$'000 HK$'000  HK$'000 HK$000  HK$'000
TR TET TExn TEn TEx TExR

General
trading
-RES

HK$'000
TR

Others
Hit

HK$'000
TR

Inter-
segment
elimination

PHEHE

HK$'000
TR

Total
oy

HK$'000
AL

Six months ended and as at 30th June 2019
HEZ-Z-AEXA=THIEABAERREA

B#EH: Profit or loss items:
L ON Segment revenue 507,564 640,353 49,447 36,124 23427 1256915 373,307 - (4,246) 1,625,976
AHBEKA Inter-segment revenue - (270) - (570) - (840)  (3,406) - 4,246 -
MBEERA Revenue from external customers 507,564 640,083 49,447 35554 23427 1,256,075 369,901 - - 1,625,076
W R R R - Timing of revenue recognition:

RE-BY Ata point in time 507,564 640,083 - - 23427 1,471,074 369,901 - - 1,540,975

—BERR Over time - - 49447 35,554 - 85001 - - - 85001

507,564 640,083 49,447 35554 23427 1,256,075 369,901 - - 1625976

ABELET/ (B Segment operating profit/(oss) 3,358 35876 30,966 21822  (1,616) 90,406 8,232 2,500 - 101,228
g L6 Finance income 625 282 955 1,399 31 3,202 642 - (220 3,714
B A Finance costs (96) (633) (16) (62) (584) (1,301  (2,806) = 220 (3,977)
ElHaEnERT Share of profits of joint ventures 21,946 589 216 - - 2751 - - - 2275
EEBL RSN,/ Share of profits/(losses) of associates

(B#) - - 43 - (6,870)  (6,827) 868 - - (5,959)
DHHEH AR/ Segment profit/(loss) before income tax

(&%8) 25,833 36,114 32,164 23,159 (9,039) 108,231 6,936 2,500 - 117,757
MERER Income tax expenses (9,516) (6,746)  (9,358) (4,319) - (29,939) (1,556) - - (31,495)
ABEBHEEF/ Segment profit/{loss) after income tax

(B#) 16,317 20368 22,806 18840 (9,039 78,292 5,380 2,500 - 86262
EERAMRER: Assets and liabilities items:
BHNEE Total segment assets 1,306,081 1,186,509 248523 338716 145333 3315162 549,124 75599 (183,630) 3,756,255
BAREERE: Total segment assets include:

-AEE — Joint ventures 404,014 10,901 2,852 - - M7,767 - - - M7,767

- BEAR — Associates - - 2,198 - 80,532 82,730 7,774 - - 90,504
BLBEE Total segment iabilties 213578 525387 68352 196,256 12,257 1,075830 309,149 - (183,630) 1,201,349
HiEg - Other items:
HEREH Depreciation and amortisation, net of

(NBREERLEHE) amount capitalised 9,501 3,639 109 114 - 13,363 1,236 - - 14599
EORBTRERE Reversal of provision for impairment of

REFE trade receivables, net (788) - - - - (788) - - - (788)
ERBEENAE Additions to non-current assets (other

(BRATEFBEMEE  then financial assets at FVOCl and

W B K EEREL  defered income tax assets)

FEREAERMD) 3,539 901 - - - 4,440 3,101 = = 7,541

Year ended and as at 31st December 2018
BE-T-N\E+-A=t+-HLEERNZA

BERBEER: Assets and liabilities items:
BHMEE Total segment assets 1375325 1174468 190,335 250157 240923 3240208 630,994 75263 (245,482) 3,700,983
BHNEERE Total segment assets include:

-RERE — Joint ventures 383,696 10362 2,651 - - 396,709 - - - 396,709

-BERR — Associates - - 2,164 - 87540 89704 6,947 = - 96651
BHMEE Total segment liabilties 264840 552058 60,398 124657 95078 1,007,031 395385 - (245,482) 1,246,934
HiEA Other items:
FRBEENRE Addtions to non-current assets (other

(RATEFBEMEE  than financial assets at FVOCl and

WHEZEHEEEREL  deferred income tax assets)

FEHEER) 1,214 455 3% 210 - 11914 131 - - 1204
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6 WARDEBBEFH @ 6 REVENUE AND SEGMENT INFORMATION
(Continued)
Inter-
General segment
Shipping services trading Others elimination Total
MmERHK —#%25 By HHEHE it
Marine Marine
equipment Ship fuel and
andspare  trading  Insurance other
Coatings pats  agency  brokerage  products Total
fi
Mk i M IR R
BH Rt EHRE  RREE EhER @it
HK$'000 HK$'000  HK$'000 HK$'000  HK$000  HK$'000  HK$'000  HK$'000 HK$'000  HK$'000
FHT ThET THR TEr ThExr ThEx TEz T TEr  Thx
Six months ended and as at 30th June 2018
BE-Z-\ERA=THLABARRZA
BHER: Profit or loss items:
AHBA Segment revenue 515,916 562,885 61,939 36201 3,364,682 4,541,623 315,593 — (69,571) 4,787,645
AEERA Inter-segment revenue - (6,949) (145) (43) (65263 (62,400 (7,171) - 69,571 -
MPERKA Revenue from external customers 515,916 555,936 61,794 36,158 3,309,419 4479223 308,422 - — 4,787,645
R R - Timing of revenue recognition:
RE-EH Ata point in time 515916 555936 - — 3309419 4381271 308422 - — 4689603
—BEEA Qver time = = 61,79 36,158 — 97,952 — = = 97,952
515,916 555,936 61,794 36,158 3,309,419 4479223 308,422 - — 4,787,645
AHEERF Segment operating profit 9,248 37,566 56,076 23,248 3493 129,631 21,241 3,016 — 153,888
g e Finance income 511 351 1,120 770 405 3,157 407 - (429) 3,135
BB A Finance costs (451) (545) (47) (58)  (1351) (2452 (2319 = 429 (4336)
[EIEALRE(ER),/ % Share of (osses)/profits of joint ventures (8,476) 190 794 - - (7,492) - - - (7,492)
JE(EB & A RIER Share of profits of associates = = 62 = 5,072 5134 8 = = 5,142
APAGHART Segment profit before income tax 832 37,562 58,005 23,960 7619 127978 19,343 3,016 - 150,337
FRRER Income tax expenses (4.911) (6,629) (7,145) (4,463 (433)  (22,581) (5,107) - - (27,688)
DEEEHE% (BE),/HEF Segment (oss)/proft after income tax (4,079 31,933 50,860 19,497 7,186 105,397 14,236 3,016 - 122,649
BEREEER: Assets and liabilities items:
BHNEE Total segment assets 1,365,227 1,093,794 189,333 396,212 329,613 3374179 680,992 80,691 (247,358) 3,888,504
BAREERE: Total segment assets include:
—RELE — Joint ventures 266,490 12,238 3,465 - - 282193 - - - 282,19
VN — Associates = - 2,234 — 11873 120,969 7,123 - - 128092
aauEE Total segment liabilities 334,786 485,825 69,247 260,601 149196 1,299.655 434,817 = (247,358) 1,487,114
HitER Other items:
TEREH (R Depreciation and amortisation, net of
BERLEE) amount capitalised 8483 1,757 170 153 = 10,563 1,226 = = 11,789
FERERRFE Provision for impairment of inventories,
net 6,304 - - - - 6,304 - - - 6,304
2 oRUFTRE Reversal of provision for impairment of
BERETE trade receivables, net (2,331) = = = = (2,331) = = = (2,331)
HtERFRERE Reversal of provision for impairment of
B other receivables - - - - - - (17815 - - (17815
FRDEENTE Additions to non-current assets (other
(BATFEEBEMRE  thanfinancial assets at FVOCl and
WHDEHBEEERE  deferred income tax assets)
EMEHREERSN) 3,340 281 - 55 - 3,676 67 - = 3,743
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6 WARSBEHm® 6 REVENUE AND SEGMENT INFORMATION
(Continued)
T3 AR RS o 50 AT 15 5 AT A &Y A reconciliation of the total of the reportable segments’ profit
48 = B K & B BT 18 B 18 i B B9 ¥ BR before income tax to the Group’s profit after income tax is as
E follows:

Six months ended 30th June
BZA~A=+HIEA~HEA

2019 2018
=F-nEF ZF-N\F
HK$°000 HK$'000
TER FAET
e
A ¥ &5 9 &6 BT 15 B B i Profit before income tax for reportable
segments 115,167 147,321
H b 2B BT 15 5 Al i 7 Profit before income tax for others 2,590 3,016
Ffr B 7 8B B 15 B Bl 4 F) Profit before income tax for all segments 117,757 150,337
TRE AR DUz 544 Elimination of segment income from
corporate headquarters (442) (23)
YRR AR BSR4 Elimination of segment finance costs to
corporate headquarters 2,392 3,105
NG b3 Corporate finance income 103,658 73,015
NGB 3 Corporate finance costs (14) (7)
NGIE=§= Gl g Corporate expenses, net of income (40,844) (8,958)
N B P15 B AT s Profit before income tax for the Group 182,507 217,469
FrBnEbFriEti & A Income tax expenses for all segments (31,495) (27,688)
NAEEHE R Corporate income tax expenses (398) (1,338)

REBEMEBESEF Profit after income tax for the Group 150,614 188,443
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6 WARDBEH @ 6

(Continued)

THRAIRED M BREERKE

REVENUE AND SEGMENT INFORMATION

A reconciliation of the total of the reportable segments’ assets

BEEEEHER: to the Group’s total assets is as follows:
30th June 31st December 30th June
2019 2018 2018
—E-NE —E-NFE ZE-N\#F
AA=+H +=ZA=+—H K~A=+H
HK$’000 HK$’000 HK$’'000
FTERT FAET FHET
E—
Al s S o Ef 4 & &E Total assets for reportable segments 3,864,286 3,871,202 4,055,171
Hith o Ep4a & & Total assets for others 75,599 75,263 80,691
> 20 RE fE UL FX 84 Elimination of inter-segment
receivables (183,630) (245,482) (247,358)
3,756,255 3,700,983 3,888,504
NElBE(EE A  Corporate assets (mainly deposits
BERARBR 2 R and cash and cash equivalents)
HEEEY) 5,872,934 5,965,619 5,850,166
A B 48 0 rE U Elimination of corporate headquarters’
7 8 5% 4t 88 receivables from segments (345,072) (409,877) (171,795)
AREREE Total assets for the Group 9,284,117 9,256,725 9,566,875

TIRAHREDHMNBRABERAE

A reconciliation of the total of the reportable segments’ liabilities

EEaBErEERR: to the Group’s total liabilities is as follows:
30th June 31st December 30th June
2019 2018 2018
—E-NF —E-NF ZE-—N\HF
~A=tH +=ZA=+—8B ~HA=TH
HK$’000 HK$’000 HK$’000
FE T AT FABT
—
Al RE D E A BE  Total liabilities for reportable segments 1,384,979 1,492,416 1,734,472
D aEf R E Z ¥ $  Elimination of inter-segment payables (183,630) (245,482) (247,358)
1,201,349 1,246,934 1,487,114
NAEIAE Corporate liabilities 263,064 264,968 78,681
7 EBFET A A Elimination of segment payables to
FEREE e corporate headquarters (345,072) (409,877) (171,795)
AREEBEBE Total liabilities for the Group 1,119,341 1,102,025 1,394,000
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7 HEthlh S8 R(EE) F#E 7 OTHERINCOME AND (LOSSES)/GAINS

— B8 — NET
Six months ended 30th June
BEANA=tHLXEA
2019 2018
—E-NEF —E-N\F
HK$’000 HK$’000
THERT FHET
[ I
Huilks (BA)— F8 Other income/(expenses) — net
—Hekm — Rental income 1,525 1,508
—ELHSWEN — Direct operating expenses for
HEKEER generating rental income (19) (23)
— R ER B R E — Dividend income from listed
investments 2,590 3,016
4,096 4,501
Hib (E518) B — F8E Other (losses)/gains — net
—LEWHE  HREXRE — Net gains/(losses) on disposal of
F1s/ (E18) F5 property, plant and equipment 67 (44)
— Z 5 EWFORE B E — Reversal of provision for impairment of
B EF 5 trade receivables, net 788 2,331
—FERERETFE — Provision for impairment of
inventories, net - (6,304)
— H fth JE WG IE R B B — Reversal of provision for impairment of
[ other receivables - 17,815
—METFE — Written-off of inventories - @21)
— B s — Government subsidy income* 137 16,240
—[E X (EiE) 5 %58 — Net exchange (losses)/gains (14,091) 39,651
— HAity — Others 503 1,002
(12,596) 70,670
(8,500) 75,171
# RBE-_Z—NEANA=1THIEAHE # Government subsidy income of HK$12,229,000 was recognised during the
AHMH E/E8E LR R — six months period ended 30th June 2018 in respect of a special subsidy
S HIFA MBS AR BT A L s granted by the Shanghai Baoshan District Government. Such subsidy was
512,229,000 7T - %M B & B IEB to compensate for the relevant costs and expenses incurred by /i 3 7§
PFEREARZEMLEI(LEE)ERAA ZFBHE T (E#)A R A 7 (COSCO Kansai Paint & Chemicals (Shanghai)
BREERELRLESVEBETIME Co., Ltd.*) in relocating the production plant and settling the impacted staff.
EHNHEBKARER BHE-_T—hF The remaining amount for six months ended 30th June 2019 and 2018
E—ZE—NERNA=1tHLEAEAH represented other government subsidy income.

B2 2 BB R A BT A7 B s o

* for identification purposes only
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8 EEERF 8 OPERATING PROFIT
REBANEHRTFIIER - Operating profit is stated after charging the following:
Six months ended 30th June
BEZA~A=1+HLA<EA
2019 2018
—E-h#F —E—N\F
HK$’000 HK$’000
FExT FAT
e
EBEVEMELAE16% T4 Expenses related to short-term leases
RETHEEBEER under HKFRS 16 12,112 —
WERENE BEHNRERE Depreciation and amortisation,
BRI EREHR net of amount capitalised in
2,049,000/ L (Z & — N\ F : inventories totalling HK$2,049,000
2,384,000/ JT) (2018: HK$2,384,000) 15,035 12,188
9 HMBEKE— 28 9 FINANCE INCOME — NET
Six months ended 30th June
BZA~A=+tHIEA~EA
2019 2018
—E-h#F —E-N\F
HK$’000 HK$’000
FERT FAT
L
F B IR A : Interest income from:
——RAZRMBAF — a fellow subsidiary 2,247 1,584
——XEEDRE — ajoint venture 47 403
— RITHERK — bank deposits 105,078 74,163
B 75 W a5 42 BB Total finance income 107,372 76,150
MEBRRAE : Interest expenses on:
——XARMBRARIER — loans from a fellow subsidiary (617) (150)
—RITE = — abank loan (123) (420)
—HEAaE — lease liabilities (257) —
H th B 7% 2 88 Other finance charges (602) (668)
B 7% B AN 42 58 Total finance costs (1,599) (1,238)

s — F5a Finance income — net 105,773 74,912
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10 FieRBH

10 INCOME TAX EXPENSES

EBNEHEORBRNGEARERR
i K iR B B165% (= F — )\ £ -
16.5%) 5T e -

PRMASHERBAREFESF
KEEBELENGT ERE R IR
25% (—ZF— N\F :25%) 5t & ' IR
BERAARGSEHALENEHTH
FIEBESRHRER  —KMBRAFK
M BB E15% (T — N\ F:
15%) B FH -

HEME/IREERBRETERE
BAMEAEESEMEBRRA BT
MEAE B ZERENF17%
BZA3% (ZT—\F : 17%E43%) T

]

4

EEMERERAEEIRERER
AR & B HIE BR AR e B R R B
%’:0

HANEGRASEE REXRTBKRO RS
MR T

Hong Kong profits tax has been provided at the rate of 16.5%
(2018: 16.5%) on the estimated assessable profit for the period.

The PRC income tax has been calculated on the estimated
assessable profit derived from the Group’s operations in the
PRC for the period at 25% (2018: 25%) except for a subsidiary,
which was taxed at a reduced rate of 15% (2018: 15%) based
on different local preferential policies on income tax and
approval by relevant tax authorities.

Other overseas taxation has been calculated on the estimated
assessable profit for the period at the rates of taxation prevailing
in the countries in which the Group operates. These rates range
from 17% to 43% (2018: 17% to 43%) during the period.

Deferred income tax is calculated in full on temporary
differences under the liability method using tax rates
substantively enacted by the reporting date.

The amount of income tax charged for the period to the
condensed consolidated income statement is as follows:

Six months ended 30th June
BEZA~A=1+HLA<EA

2019 2018
—E-hAFE ZE-NF
HK$’000 HK$’000
FET FAT
S
EHMED Current income tax
— ZNHj — current period
—BENERH — Hong Kong profits tax 7,465 12,859
— P EMRER — PRC enterprise income tax 13,297 10,944
— H BN IR — other overseas taxation 1,725 1,437
— B FEREEE — over-provision in prior years
— P ERER — PRC enterprise income tax (328) (615)
BIEFTSH LHF 58 Deferred income tax charge, net 9,734 4,401
st &R Income tax expenses 31,893 29,026
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11

12

sRAERN

EREARESAENIEAR A #EE
A A JEh % #1150,025,0007 7T (—
T — )\ 4 : 184,034,000 7T) R B N
B 217 B A% 1 B B 1,582,955,429 &
(=% — )\ 5 : 1,532,955,429% ) &t
;’g’jo

AEMMNEFRARATFEBEHE Y
AR °

Bz B

FEEMBGRSR MY R HME

11 EARNINGS PER SHARE

The calculation of basic and diluted earnings per share is based
on the profit attributable to equity holders of the Company of
HK$150,025,000 (2018: HK$184,034,000) and the number of
shares in issue during the period of 1,532,955,429 shares (2018:
1,682,955,429 shares).

There was no potential dilutive ordinary share in existence
during both periods.

12 DIVIDEND

Six months ended 30th June
BZA~A=1+HLA~EA

BTk HIR B =R B
0.07 B (ZE—\F:
0.05% 7T)

2019 2018
—F-nEFE ZF-N\F
HK$’000 HK$’000
FHE T FHET
——
Interim dividend, declared, of HK$0.07
(2018: HK$0.05) per ordinary share
107,307 76,648

R_ZZE—hAhENA=-+HRITHE
EegR L ARFESEREZE
TE-AFEANAZTHIEARNEAN
RHIRE SR ERERKR007TE T - &%
BREMARERKRKLEFHRALES R
HyBENAABERRBEBE  EH8E
BHE-_ZT—-NF+=-A=+—8H1t
FENRREZANER -

AREE_E—N\EF+_HA=+—
B I F [E &) >R 8§ §% 8. 137,966,000/8
7T (=Z — -+ 183,955,000/ 7T )
ERZZT—NFENAIRNMN-

At the board meeting held on 20th August 2019, the directors
of the Company declared an interim dividend of HK$0.07 per
ordinary share for the six months ended 30th June 2019. This
dividend has not been recognised as a liability in the Unaudited
Condensed Consolidated Interim Financial Information, but will
be recognised in shareholders’ equity in the year ending 31st
December 2019.

A final dividend of HK$137,966,000 relating to the year ended
31st December 2018 (2017: HK$183,955,000) was paid in
June 2019.
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13 EXAX 13 CAPITAL EXPENDITURE
Prepaid
Property, premium
Intangible  plant and Right-of-  for land Investment
assets equipment use assets leases properties Total
L/
BER ERAE BEMLi
BREE R BE HEER REPX @Azt

HK$'000 HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
TET TET THET TER THET TAR

R-ZZ—NE—-HF—H  Opening net book value at

K 9 BR R E 1st January 2019 103,448 303,523 - 29,429 107,014 543,414
S BRED Change in accounting policy

(W 2E3(a) (note 3(a)) — (9,463) 51,499  (29,429) - 12,607
R=Z—RA&E—HA—H Restated Opening net book

WEEHHANEREMFE  value at 1st January 2019 103,448 294,060 51,499 - 107,014 556,021
NE Additions 3,332 4,323 - - - 7,655
ERBnEER Currency translation differences (145) (709) (94) - 253 (695)
MENREHE Depreciation and amortization (623) (12,683) (3,778) - - (17,084)
AR R Transfer between categories - (164) (408) - 572 -
ER Revaluation - - - - 7,428 7,428
R=—ZZ—hEAXH=1H Closing netbook value at

B H R BR R E 30th June 2019 106,012 284,827 47,219 - 115,267 553,325
W=ZZE—NF—HA—H  Opening net book value at

MEFIAR M FE 1st January 2018 104,287 331,038 - 31,549 97,468 564,342
NE Additions 629 3,751 - — 523 4,903
E¥BREER Currency translation differences (267) (2,693) - (258) (361) (3,579)
FrEREH Depreciation and amortization (618) (13,595) — (359) — (14572
HE Disposals — (50) _ _ _ (50)

R=ZZT—N\EFEXA=1+H Closing netbook value at
/I EA R BR R (B 30th June 2018 104,031 318,451 — 30,932 97,630 551,044
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14 FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME

BATEEBEMEE KSR Financial assets at FVOCI include the following:

BEEBETIEIE:

30th June 31st December
2019 2018
—E-NF —E-N\F
ANE=t+tH +=ZA=+-—H
HK$’000 HK$’000
FHE T T
E—
ELETES Unlisted securities 2,861 2,741
REB T RAEH Market value of listed equity securities in
7 E Hong Kong 75,599 75,262
78,460 78,003
15 BHOREMBEIKR 15 TRADE AND OTHER RECEIVABLES
30th June 31st December
2019 2018
—E-NEF —E—N\F
ARA=+H +=ZH=+—H
HK$’000 HK$'000
FHET FHET
E——
B SN (F% R EE#) Trade receivables, net of provision for
impairment 934,773 618,560
BKWERE AR ZE - Bills receivable, prepayments, deposits,
HubfEU sk - FEULEEE A+ other receivables, amounts due from
FRA—FREELEER related parties and loan to a joint
(F0 B R (B B 1) venture, net of provision for impairment 679,197 750,245
1,613,970 1,368,805
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15 BHREMEBERKR @

BEZARMFLBERGBRNES
UK (BRAEZIEE N EIKEEE
AL HEREDTMT

15 TRADE AND OTHER RECEIVABLES (continued)

The ageing analysis of trade receivables (including amounts due
from related parties which are trading in nature) based on
invoice date and after provision for impairment is as follows:

30th June 31st December
2019 2018
—E-NEF —E-N\F
ARA=+H +=ZH=+—H
HK$7000 HK$'000
FET FHET
E—
& H-90 Kk Current=90 days 583,038 357,476
91-180~ 91-180 days 251,927 179,739
BB 180K Over 180 days 99,808 81,345
934,773 618,560
EZER - MARERES MR For sale of coatings, marine equipment and spare parts, marine

HoEEMEMEMEET@E K
O HEMNRKR B A/0OKRENK -
RERGREANEREIN MEHRE
AN 2RI -

fuel, asphalt and other products, the majority of sales are on
credit terms from 30 days to 90 days. Other than those with
credit terms, all invoices are payable upon presentation.

16 & & 16 SHARE CAPITAL
30th June 2019 31st December 2018
—ZE-hEXA=TH - \F+=-A=+—H
Number of Number of
shares HK$’000 shares HK$’000
R EE TERT B & E FETT
I
EERTRHE: Issued and fully paid:
RE/ F90 Rk At the beginning and
8,/ R end of the period/year ~ 1,532,955,429 153,296  1,532,955,429 153,296
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17 B 5B - 8¥AR+ 17 TRADE PAYABLES, CONTRACT
HEAEREMEMSR LIABILITIES, LEASE LIABILITIES AND
OTHER PAYABLES
30th June 31st December
2019 2018
—E-hEF —E-N\F
AB=+H +=ZA=+—H
HK$°000 HK$'000
FTER FAET
——
B 5N R (5T @) Trade payables (note (a)) 439,092 277,859
FENZY - FEst&fE - Hfib  Bills payable, accrued liabilties,
FERT3R - FEfTRAE A T3 % other payables, amounts due to
JE AT I 128 ) 14 #E 25 AR B related parties and dividend payable to
non-controlling interests 291,583 357,729
730,675 635,588
& H B E (D) Contract liabilities (note (b)) 232,239 337,128
HEBE(M3E«E) Lease liabilities (note (c)) 9,706 —
972,620 972,716
(@ ZB=ZAWEFENZI(BHE (@) The ageing analysis of trade payables (including amounts
RESHENRENBEEAL due to related parties which are trading in nature) based
FOREREDTT : on invoice date is as follows:
30th June 31st December
2019 2018
—E-hEF —E-N\F
AB=+H +=ZA=+—H
HK$’000 HK$’000
FTERT FAET
——
& H-90K Current-90 days 357,650 220,065
91-180% 91-180 days 54,074 44,567
HiE180K Over 180 days 27,368 13,227

439,092 277,859
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177 B EMAR -EHEE
HEEEREAMEMNR @

(b)

AR ERR A

TRINTAREHRRABYE

17 TRADE PAYABLES, CONTRACT

LIABILITIES, LEASE LIABILITIES AND
OTHER PAYABLES (Continued)

(b) Revenue recognised in relation to contract liabilities

The following table shows how much of the revenue

HEBEEREWBANSE - recognised in the current reporting period relates to
carried-forward contract liabilities.

Six months ended 30th June

BEARXA=tHLAKEAAR
2019 2018
—E-hF —E-N\F
HK$’000 HK$’000
FET FAT
S

REBVIEHNBEEHRT Revenue recognised that was included
T 52 19 A in the contract liability balance at

the beginning of the period 244,499 298,519

HERER - T-AFRA=

() Maturity analysis of lease liabilities as at 30th June 2019 is

THEHNIBBEINAT as below:
HK$’000
TERT
by
—F R Within 1 year 5,257
RE_EZEFNF(BREEME) In the 2nd to 4th years inclusive 4,449

9,706
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19

FEEMBGRSR MY R HME

HMESs 18 SHORT-TERM BORROWINGS
30th June 31st December
2019 2018
—E-NF —E-N\F
AAB=+H +=ZA=+—H
HK$’000 HK$’000
FET FAT

—
— XA R B A RIRER Unsecured loans from a fellow subsidiary

EERER 62,524 45,652

—RARXMBARIRENEERE
TMQE?FIJT25O5%.:+E&/A75A_$

EFRAA-t+—HERZ-ZZE=_Z=F
/\H_f—‘tE'{Ef&"ziﬁ%J//(/KE%u-l—
{Eo

HMERERESEH 19
R-B—AEANB=1H K&EHE
REAET —RBLATN—MBE
TEENER A-RBTREH
IR

FERaEmEmREGENT

The unsecured loans from a fellow subsidiary bear interest at
2.505% per annum and are repayable on 21st May 2020 and
17th June 2020. Balances are denominated in Renminbi.

FINANCIAL GUARANTEE CONTRACTS

As at 30th June 2019, the Group had financial guarantees
issued in favour of a bank as security for general banking
facilities granted to an associate.

Terms and face values of the liabilities guaranteed were as
follows:

30th June 31st December

2019 2018
—E-hF —E-N\F
ARA=+H +ZH=+—H
Year of maturity HK$’000 HK$’000
B EF 5 THER FABT
E—
— KB E R AR General banking facilities
—RI|ITERE of an associate — T =T F2020 168,026 168,408
E/\ —hERNA=1+H BRE As at 30th June 2019, the credit risk and liquidity risk exposure

HM‘%H*% MWEERR &R
Iiﬂ 2 AR A

ERENNAFELTEAN B
BRI WMRIER o

relating to the above financial guarantee contract are considered
as low.

The fair value of the guarantee contract is not material and has
not been recognised in the financial statements.
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20 BEX XS 20 CAPITAL COMMITMENTS
@ ZAEBEARAMAIZHERAZN (a) The Group had capital commitments for capital
o expenditure as follows:

30th June 31st December

2019 2018
—E-hF —E-N\F
RA=+H +ZA=+—H
HK$’000 HK$’'000
TET FAT
—
25T 401 oK B2 B Contracted but not provided 7,270 3,393
b) AEEBEGLH—REELERHB (o) The Group’s share of capital commitments of a joint
EEEREMNE REAGEN venture in respect of fixed assets investment is as follows:
T
30th June 31st December
2019 2018
—E-hF —E-N\F
ARA=+H +ZH=+—H
HK$’000 HK$’'000
THER FABT
E—
B 5] 49 ME oK IR B Contracted but not provided 314 151
21 HE&RE 21 LEASE COMMITMENTS
BEEAN T EEFREENRA The aggregate future minimum lease payments under non-
BEEHAE  ARAKEHEENK cancellable short-term leases in respect of land and buildings

8% 59,760,000/ JT ° and equipment are HK$9,760,000.
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22 MATERIAL RELATED PARTY

TRANSACTIONS

The Group is controlled by COSCO SHIPPING (Hong Kong)
Co., Limited (“COSCO SHIPPING (Hong Kong)”), a company
incorporated in Hong Kong, which owns approximately 66.12%
of the Company’s shares as at 30th June 2019. The remaining
approximately 33.88% of the Company’s shares is widely held.
The ultimate holding company of COSCO SHIPPING (Hong
Kong) is COSCO SHIPPING.

COSCO SHIPPING itself is a state-owned enterprise established
and controlled by the PRC government, which also owns a
significant portion of the productive assets in the PRC. In
accordance with HKAS 24 (Revised), government-related
entities and their subsidiaries, directly or indirectly controlled,
jointly controlled or significantly influenced by the PRC
government are defined as related parties of the Group. On that
basis, related parties include COSCO SHIPPING, its subsidiaries
(other than the Group) and associates, other state-owned
enterprises and their subsidiaries directly or indirectly controlled
by the PRC government, and other entities and corporations in
which the Company is able to control or exercise significant
influence and key management personnel of the Company and
COSCO SHIPPING as well as their close family members.

For the purpose of the related party transaction disclosures, the
directors believe that it is meaningful to disclose the related
party transactions with group companies of the ultimate holding
company for the interests of financial statements’ users,
although certain of those transactions which are individually or
collectively not significant, and are exempted from disclosure
upon adoption of HKAS 24 (Revised). The directors believe that
the information of related party transactions has been
adequately disclosed in the Unaudited Condensed Consolidated
Interim Financial Information.

Apart from the above-mentioned transactions with the
government-related entities and the related party information
shown elsewhere in the Unaudited Condensed Consolidated
Interim Financial Information, the following is a summary of the
significant related party transactions carried out in the normal
course of the Group’s business during the period:
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22 EXREBEALR Dm0

(@)

22 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

ERZY ) NCIRNCEY = (@) Sale of goods and provision of services to
ANF - HEAIRHEM holding companies, fellow subsidiaries,
BEATHEEERRE related companies and other related parties
{/\ HE i%
Six months ended 30th June
BEZX<A=1+HLAEA
2019 2018
—E-hFE ZZ-N\F
Note HK$’000 HK$’000
Bt 3 FHER FAET
e
HEZRR T Sale of coatings to: [0}
— R R B A A — fellow subsidiaries 145,044 72,792
— HHEA 2 A — related companies 49,386 132,026
— FEVE B R — non-controlling interests 1,745 886
SHEMMBEREN T Sale of marine equipment and
spare parts to: (ii)
— B RME QA — fellow subsidiaries 433,747 374,486
— M@ R A — related companies 14,692 13,748
—EEDE — joint ventures 8 843
MUATATHIRHMME S  Commission income in relation to
RERBOME KR : the provision of ship trading
agency services to: (iii)
—RAZRMNERF — fellow subsidiaries 15,315 46,631
— —xXIEER A — arelated company 3,800 8,002
——RXEEDE — ajoint venture 17,379 4,856
MLA TN ABIRERERER  Commission income in relation to
AR 7% B9 & U 2% the provision of insurance
brokerage services to: (iv)
—REHBA A — fellow subsidiaries 24,609 21,740
— QA — related companies 594 726
— A A] — holding companies 489 573
——XEEDRE — ajoint venture -~ 4
5 & M AR R T Sale of marine fuel to: v)
——XRARMEB QA — afellow subsidiary 18,377 69,036
NG — arelated company - 1271
HEMMEBEEY REM Sale of ship supplies and other
EmT: products to: (vi)
—RAZRMERF — fellow subsidiaries 793 13,278
— —XMEH@RAF] — a related company 21 _




2019 Interim Report

COSCO SHIPPING International (Hong Kong) Co., Ltd.

FINANCIAL INFORMATION
MBAH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

22 EXREBEALR Dm0

(@)

mERAEBR
AE-HEQAAR
BEALTHEER
AR % @)

=
=r

ol

FEEMBGRSR MY R HME

22 MATERIAL RELATED PARTY
TRANSACTIONS (continued)

B (@) Sale of goods and provision of services to
fity holding companies, fellow subsidiaries,
12 related companies and other related parties

(Continued)

Six months ended 30th June
BEAA=1THILEAEA

2019 2018
—B-NFE ZE-N\F
Note HK$’000 HK$’000
Bt 5 FET TETT
I
AU TATRHEEIERS  Management fee income in
NEREWRR - relation to the provision of
management services to: (vii)
—REHKBA A — fellow subsidiaries 8,999 7,281
— EREZERA A — immediate holding company 26,335 13,628
BE—RRAZWBEAFH Interest income from a fellow
A Bk 2% subsidiary (viii) 2,247 1,684
RE —REEDLEN Interest income from a joint
F B Wz venture (ix) 47 403

B 5 Notes:

0] mMEEMB AR HE AR &IE (i) Sale of coatings to fellow subsidiaries, related companies and non-
MRS E SRR AEER controlling interests was conducted on terms as set out in the
BHELZ SN ETE N IGERGE agreements governing these transactions.

e

(ii) FREAHMBAR HEQARKEE (ii) Sale of marine equipment and spare parts to fellow subsidiaries,
B RGN e LA S T (L 3 related companies and joint ventures was conducted on terms as
BERENETSNHETEN set out in the agreements governing these transactions.

WRFRETT ©
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(@)

(v)

(vi)

(vii)

(viii)

()

/NI I =
A-HHEATIREM
ATHEERKRE
7% o#)

ARRzETHERRLERFR
MBAR . —REBEAFAR—K
EECERQEETME=-FH
T OEMEL - RO EM
HEMMMREEREZREA -
REEBZER/ MehHNE
FAKERLARZRER
MR KRR EE T WEUA 2 0K
mo MERRAEUERSNG
5 P IR RETE o

MRERMBLR - HEQAR &
BRARR—RAELLERERR
BRERY 2 Mads  B9RRR

E It 5 R 5 H 15 5 BT A R R ET
=

M—RFRMERR R — KA
DA ERMARE BIRRE I
X 5 KO 1h 5k P B O R SRE AT e

MRARWER R R —REBA R

HEMMERYRECER B

&ﬁa%i“%m%mﬁﬁm%
AT

R R E AR REBEERA R

REEERBOERE WS 19

&ﬁgmiwgmm@%amu
FEAT ©

FI 8 U608 & 77 R — R A R M
BARNRSERE BT TS
IEEE

MBkmRERA-—KEELER
FREERREER URE
RITAZEFRBI1.4%E0 8 - EE
R_T—-hF—-AEE-

22 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

(@) Sale of goods and provision of services to
holding companies, fellow subsidiaries,
related companies and other related parties
(Continued)

Notes: (Continued)

(i)

)

(V)

(i)

(i)

(i)

Certain subsidiaries of the Company acted as agents of fellow
subsidiaries, a related company and a joint venture relating to (a)
sale and purchase of new and second hand vessels, (b) bareboat
charter businesses, and (c) sale and purchase of marine equipment
for new shipbuilding projects. According to the terms of the
relevant engagement/commission agreements, the Group received
commission income from vendors, ship-owners and equipment
makers with respect to the transactions mentioned above. The
commissions were charged based on terms as set out in the
agreements governing these transactions.

Commission income in relation to the provision of insurance
brokerage services to fellow subsidiaries, related companies,
holding companies and a joint venture was calculated on terms as
set out in the agreements governing these transactions.

Sale of marine fuel to a fellow subsidiary and a related company
was conducted on terms as set out in the agreements governing
these transactions.

Sale of ship supplies and other products to fellow subsidiaries and
a related company was conducted on terms as set out in the
agreements governing these transactions.

Management fee income is derived from provision of management
services to fellow subsidiaries and immediate holding company
and was conducted on terms as set out in the agreements
governing these transactions.

Interest income was received from cash deposits placed with a
fellow subsidiary and was calculated at prevailing market rates.

Interest income was received from a loan to a joint venture, which
was unsecured, interest bearing at 1.4% above London Interbank
Offered Rate and was repaid in January 2019.
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22 MATERIAL RELATED PARTY

TRANSACTIONS (Continued)

(b) Purchase of goods and services from fellow
subsidiaries, related companies and other
related parties

Six months ended 30th June
BEZA~A=1+HILA<EA

Bttt # R 18 FTHE A 4 % Cash payments to fellow

ReNRTREME QR

RHEZHRXNAEE
AT RRKB A

MR HMAE S LIERE
XHREERT:

e
=
=A0]

__'—%‘—'_

5 35 & M A

D R

£ >
RS D D

BEeEA T —HHEBEQA

[ — X AE B8 2 B B B A A
& 1

S EEREE
R##

] [F] 2 ft /& 2 =)
XHE®HEM

RRRIPNCIE: 3L F Y S

~ REKBAA

— —RB AT

) S 120 4 A 2 3 A R AR
R

GBS PR
AR5

EREICET PN
7.2 %% A

2019 2018
—E-NF ZE-N\F
Note HK$’000 HIK$'000
Bt 5 THER FHETT
—
subsidiaries in relation to lease
contracts for land and buildings () 10,475 13,378
Commission expenses in relation
to the sale of coatings paid to
fellow subsidiaries (i) 3,896 2,586
Commission expenses in relation
to the provision of ship trading
agency services paid to: (iii)
— ajoint venture - 1,194
— an associate - 69
Commission expenses in relation
to the sale of marine equipment
paid to a related company (iv) 642 1,564
Purchase of marine equipment
from a related company (iv) 26,918 23,277
Purchase of raw materials from
non-controlling interests (V) 559 454
Transportation costs paid to
fellow subsidiaries (Vi) 8,856 28,596
Purchase of marine fuel from: (vii)
— fellow subsidiaries - 16,778
— an associate - 44,980
Technology usage fee paid to
non-controlling interests (viii) 1,006 883
Service fees paid to fellow
subsidiaries (ix) 7,887 4,579
Interest expenses to a fellow
subsidiary ) 617 150
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22 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

(o) @R ZR KB QB - HHE (b) Purchase of goods and services from fellow
NEIREMmEE A LE subsidiaries, related companies and other
(===~ .

EERERE @ related parties (Continued)
B & Notes:
(i) 7N £ & DA 15 B # 1,029,000 7T (i) The Group leased certain office premises in Hong Kong from the
(ZZ — \ 4 : 1,405,000/ 7T ) [A] wholly-owned subsidiaries of COSCO SHIPPING (Hong Kong) at
EHPRBGENZENBATMRE an average monthly rent of HK$1,029,000 (2018: HK$1,405,000).
BETEBHRAZT - AEEIR The Group also leased other properties in the PRC and other
BHEE SR 5003 R F overseas countries from fellow subsidiaries on terms as set out in
RERRMEB QAR HEBRHE & the agreements governing these transactions.
H 8N R B b4 % o
(ii) HESTEIEBREEHET SN (ii) Commission paid was based on a certain percentage of sales
BEMEMNIGRT A EHERED amounts in accordance with terms as set out in the agreements
ETBEDLEE- governing these transactions.
iy M—RELELER—FREEAA (i) ~ Commission expenses paid to a joint venture and an associate
SN EESERNRBHEEHER were based on terms as set out in the agreements governing these
5 0 1op 53 BT 80 B0 IR SR 1T © transactions.
ivv —REBARAEEZAARE (iv) A related company was appointed as agent to provide agency
A BB R TE T B E MR services in relation to the sale of marine equipment in the PRC and
k{ﬁ KRIBRSG  ARRAHERE purchase of marine equipment from suppliers. Commission paid
WRAER S - e X H HIRRZ was based on a certain percentage of sales procured by the
*H EE AIRENEEEETED related company.
LbETE -
V) RFESIEESEERME T (v  Purchase of raw materials from non-controlling interests was
HREBEHERFHN BRI conducted on terms as set out in the agreements governing these
R EAT © transactions.
V) RRERMNBARINEHER - (vi)  Transportation costs paid to fellow subsidiaries was based on
TR BRENER SR HETE terms as set out in the agreements governing these transactions.
B R FRAEAT ©
Vi) mRERMEAR KR —REE QG (vi)  Purchase of marine fuel from fellow subsidiaries and an associate

BEMMAME Tﬁhzﬁ”%ﬁe.&tv
X 55 B 19 = PIT Bk B 16 SR

was conducted on terms as set out in the agreements governing
these transactions.
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22 MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(b) Purchase of goods and services from fellow
subsidiaries, related companies and other
related parties (continued)

Notes (Continued):

(viil

Technology usage fee paid to non-controlling interests was made
based on a certain percentage of the net sales amount in
accordance with terms as set out in the agreements governing
these transactions.

Service fees were paid to fellow subsidiaries in relation to their
provision of administrative services, manpower resources,
technical support and other ancillary support to the Group and
sharing of office premises by the Group and were conducted on
terms as set out in the agreements governing these transactions.

Interest expenses were paid to a fellow subsidiary at a fixed rate of
2.505% per annum.

() Key management personnel compensation

¥ S H AR B AR A

Salaries and other short-term benefits

Six months ended 30th June

BEARA=tHLXEA
2019 2018
=F-nEF ZF-N\F
HK$’000 HIK$'000
THET FHETT

—

7,070 7,790
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22 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

22 EXFAEALTER S @)

(d) HENMBEE mER (d) Outstanding balances with holding
BURBEMEEESE companies, fellow subsidiaries, related
EER AR B RKB companies and other related parties arising
ANE-HBARARHEM from sale and purchase of goods and
BIE A T REMNER services, and other activities

30th June 31st December
2019 2018
—®-n%E —E-N\F
~A=+tH +=-—A=+—H
HK$000 HK$’'000
FHExT FETT
|

L G=REEe Y FNCIEA

Receivables from immediate holding
company - 4,993

I I ENGIE S Receivables from fellow subsidiaries 389,483 271,949
FEUAE A & B Receivables from related companies 53,425 81,220
A EBER Receivables from joint ventures 18,287 4,316

& AT I 22 1) 14 4 2 K

Receivables from non-controlling
interests 1,391 414

M—RXEEREERX Loan to a joint venture — 23,716
ARREREE ) /NI Payables to immediate holding

company (577) —
AR NG E S Payables to fellow subsidiaries (155,765) (170,752)
FETHERE 2 B Payables to related companies (16,907) (21,229)
et & & ER Payables to joint ventures (459) (1,140)
JE& < Bk & 1 B 3R Payables to associates - (247)
B —KEZER A AR Payables to a holding company — (79)
JRE 1F 3E 2 ) 14 4 25 3K Payables to non-controlling interests (990) (1,876)
JE A IR 28 ) 1 A 25 IR B Dividend payable to non-controlling

interests (4,829) (4,840)

The above balances with related parties were unsecured, interest-
free and had no fixed terms of repayment except for trade related
balances and bills receivables/payables which were repayable
according to the respective credit terms and loan to a joint venture
which was unsecured, interest bearing at 1.4% above London
Interbank Offered Rate and was repaid in January 2019.

FitEERE AT ERRER
oo EREBETERD I
REZBEEGRRMEEZENHE
BB AR RERENRE
AEA—KEERXER(GX
FEFRSEEM  URBRT
R EFEI14%:T 8 L ER
—E-NAF-RAEER)KRIN-
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2 EXREATEZHmw 22 MATERIAL RELATED PARTY
TRANSACTIONS (continued)
€ FTHRR—ZFREREAKBA (e) Deposits placed with a fellow subsidiary
BN F R
30th June 31st December
2019 2018
—E-NEF —E-N\F
RAA=+tH +ZAR=+—H
HK$°000 HK$'000
FHT TR
—
& Current 227,569 290,012
TR —FXRERXMNE A A (R Deposits placed with a fellow subsidiary, which is a
RMEANSREE)NTETIAR financial institution in the PRC, bear interest at prevailing
TSR A - market rates.

f RzZzE—=—FmA=+8" (f) ©On 30th April 2012, the Group executed corporate
NE B E—-KRITE L guarantee of US$21,500,000 (equivalent to approximately
21,500,000 Jt( 49 2 & ©® HK$168,026,000) in favour of a bank as security for
168,026,000/ JT ) By A & ¥ general banking facilities of US$108,000,000 (equivalent
R VERBZRITREN A A F to approximately HK$844,039,000) granted by the bank
H #9108,000,0002€ JT (49 1H & to Double Rich. The guarantee of US$21,500,000
72 844,039,000/ T ) — A% R 1T (equivalent to approximately HK$168,026,000) remains
5 8 K # - 5221,500,0003% effective as at 30th June 2019.

7t (#9418 5 74 168,026,000 7% 7T )
NERR-_ZE—AENA=T
HBIIABRK -
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1. RIEBEZERONER

DIRECTORS’ INTERESTS IN SECURITIES

As at 30th June 2019, the interests and short positions of each
Director and chief executive of the Company in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of the Securities and Futures
Ordinance (“SFQO”) which (a) were required to be notified to the
Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which the Director was taken
or deemed to have under such provisions of the SFO); or (b) were
required, pursuant to section 352 of the SFO, to be entered in the
register referred to therein; or (c) were required, pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) contained in Appendix 10 to the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”)
to be notified to the Company and the Stock Exchange were as
follows:

1. Long positions in the shares of associated
corporation

Total number Approximate %

of ordinary of the relevant

shares of class of total

associated  issued shares of

Nature of corporation associated

Name of Director Name of associated corporation Capacity interest held corporation

1k 1R £

Frs BEER

ik 7S ERTROAY

Esps HEEEEE Eg7) BEME EEREH WHXNEI

Mr. Zhu Jianhui China COSCO Holdings Company Limited Interest of spouse ~ Family 20,000 0.0003%
KEEisE (“China COSCO’)* B (B 2 EJi3 (A shares)
FRUE SRR G AR DR (TRBEF] (AR%)

China Shipping Container Lines Company Limited”  Interest of spouse ~ Family 10,000 0.0001%
TEERBERRNERDR e B 7 &= EN A (A shares)
(9]

Mr. Feng Boming  COSCO SHIPPING Development Co., Ltd. Beneficial owner Personal 29,100 0.0003%
RS 5t A FEREEERBRNHAERLA EREAA fEA (A shares)
(ARR)

Mr. Liu Gang China COSCO* Beneficial owner Personal 10,900 0.0004%
211 5% & FBLE ERBEEA BA (H sha%;s))

H

* AP REEERENARRAA
! AP REBEERBNAERRAT

* Now known as COSCO SHIPPING Holdings Co., Ltd.
# Now known as COSCO SHIPPING Development Co., Ltd.
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2. RMEBEERALTETI AR 2. Long positions in the underlying shares of equity
RO E derivatives of associated corporation
i 5 HA Share options
Approximate
No. of No. of No. of % of total
share share share number of
Outstanding option option option  Outstanding issued A
Name of Nature Exercise asat  granted exercised lapsed as at shares of the
Name of associated of price  1stJanuary during during during 30th June  associated
Director corporation Capacity Interest (RMB) 2019 the period the period the period 2019  corporation
3L S
RZZ-NE HREE HARTE HREAR RZZ-nEF EBBTAR
fTfEE —B-B REHE REHE REHE KA=TH BYH
EspnE HBREERR 54 BEMtE (ARW) i R1TR #E B #E HATHE BROEIH
Mr. Feng COSCOSHIPPING  Interestof ~ Family 410 N/A~ 530,000 - - 530,000 0.01%
Boming Holdings Co., Ltd. ~ spouse K& TiEA
BRBEE PREEZRRD BEEEH
BRARF
B3 - Note:

ZERZHEAPREBELIBRBROARAQA
(ThREEERDR-_T—AFXNA=H
(BFRDRBREFPRGEERR T —NF
ARA=1+TBHEAOARKZ BB E
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These share options were granted by COSCO SHIPPING Holdings Co., Ltd.
(“COSCO SHIPPING Holdings”) on 3rd June 2019 (“Date of Grant”) pursuant to
the A share option incentive scheme adopted by COSCO SHIPPING Holdings on
30th May 2019 and are exercisable at RMB4.10 per A share from 3rd June 2021
to 2nd June 2026 in the stipulated proportion as following:

a) 33% of the share options can be exercised during the period from the first
trading day after 24 months (the second anniversary) from the Date of
Grant to the last trading day of the 36 months from the Date of Grant.

b) 33% of the share options can be exercised during the period from the first
trading day after 36 months (the third anniversary) from the Date of Grant
to the last trading day of the 48 months from the Date of Grant.

C) 34% of the share options can be exercised during the period from the first
trading day after 48 months (the fourth anniversary) from the Date of
Grant to the last trading day of the 84 months from the Date of Grant.

Save as disclosed above, none of the Directors and chief executives
of the Company had any interests and short positions in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of the SFO) which
(a) were required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which the Director was taken or deemed
to have under such provisions of the SFO); or (b) were required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein; or (c) were required, pursuant to the Model Code
contained in Appendix 10 to the Listing Rules to be notified to the
Company and the Stock Exchange as at 30th June 2019.
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SUBSTANTIAL SHAREHOLDERS

As at 30th June 2019, the following persons and entities, other than
Directors or chief executives of the Company, had interests or short
positions in the shares and underlying shares of the Company as
recorded in the register required to be kept under Section 336 of the
SFO.

Total number of
ordinary shares of Approximate % of
the Company held total issued shares

Name of Shareholder Capacity Nature of interest (Long positions) of the Company
g NN EARD R
TERAY CRTROLH
BRRER 287 EEtE (##) HBABED L
China COSCO Shipping Corporation Limited* Interest of controlled Corporate interest 1,013,641,486 66.12%
(“COSCO SHIPPING”) corporation NEER
TREFEEEEFRARA(TEREE]) REG A AR
China Ocean Shipping (Group) Company** Interest of controlled Corporate interest 1,013,641,486 66.12%
(“COSCO") corporation NEER
FERFER(EBE)LAR ([FR(EE)ARAR]) IEGLA#ER
COSCO SHIPPING (Hong Kong) Co., Limited Beneficial owner Beneficial interest 1,013,641,486 66.12%

(“COSCO SHIPPING (Hong Kong)’)
PREEEBEBERAR(EBPEEE])

ERBERAA
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Note: COSCO SHIPPING (Hong Kong) has beneficial interest in 1,013,641,486 shares
of the Company. Since COSCO SHIPPING (Hong Kong) is a wholly-owned
subsidiary of COSCO which is in turn a wholly-owned subsidiary of COSCO
SHIPPING, the interests of COSCO SHIPPING (Hong Kong) are deemed to be
the interests of COSCO and in turn the interests of COSCO are deemed to be
the interests of COSCO SHIPPING under the SFO.

# Now known as F & B &4 R A 7] (China Ocean Shipping Company Limited*)

Save as disclosed above, as at 30th June 2019, the Company has
not been notified by any person or entity who had interests and short
positions in the shares and underlying shares of the Company as
recorded in the register required to be kept under Section 336 of the
SFO.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of the Company’s listed securities during the six
months ended 30th June 2019.

* for identification purposes only
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DISCLOSURE OF INFORMATION ON
DIRECTORS

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

Mr. Wang Yuhang, being the Executive Director and Chairman of the
Company, (“Mr. Wang”) retired as non-executive director and vice
chairman of China International Marine Containers (Group) Co., Ltd.
(listed in Hong Kong and the PRC) in June 2019. Mr. Wang also
resigned as non-independent non-executive director and chairman of
COSCO SHIPPING International (Singapore) Co., Ltd. (listed in
Singapore) in August 2019. Mr. Feng Boming, being the Non-
executive Director of the Company, resigned as non-executive
director of COSCO SHIPPING Holdings Co., Ltd. (listed in Hong
Kong and the PRC) in April 2019. Mr. Chen Dong, being the Non-
executive Director of the Company, resigned as non-executive
director of COSCO SHIPPING Holdings Co., Ltd. (listed in Hong
Kong and the PRC) in April 2019. Mr. Tsui Yiu Wa, Alec, being the
Independent Non-executive Director of the Company, resigned as
independent non-executive director of Kangda International
Environmental Company Limited (listed in Hong Kong) in April 2019.
Mr. Alexander Reid Hamilton being the Independent Non-executive
Director of the Company, retired as independent non-executive
director of Shangri-La Asia Limited (listed in Hong Kong) in June
2019.

CORPORATE GOVERNANCE

Maintaining high standards of corporate governance has always been
one of the Company’s priorities. This is achieved through an effective,
timely disclosure of information by the Board and a proactive investor
relations programme. The Company will continue to implement
measures in order to further strengthen its corporate governance and
overall risk management.

The Board believed that the Company has complied with the code
provisions of Corporate Governance Code (the “CG Code”) contained
in Appendix 14 to the Listing Rules during the six months ended 30th
June 2019 except that () Mr. Wang Yuhang, the chairman of the
Board, was unable to attend the annual general meeting of the
Company held on 31st May 2019 (2019 AGM”) due to other
business engagement, a deviation from the code provision E.1.2 of
the CG Code which provides that chairman of the board should
attend the annual general meeting; and (i) Mr. Feng Boming, the
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Non-executive Director, was unable to attend the 2019 AGM due to
other business engagement, a deviation from the code provision of
A.6.7 of the CG Code which provides that independent non-executive
directors and other non-executive directors should attend general
meetings.

The audit committee of the Company (“Audit Committee”) consists of
three Independent Non-executive Directors and the chairman of
which is a certified public accountant. The main duties of Audit
Committee include reviewing the accounting policies and the
Company’s financial reporting; monitoring the performance of both
the internal and external auditors; reviewing and examining the
effectiveness of the financial reporting, the risk management and
internal control systems; ensuring compliance with applicable
statutory accounting and reporting requirements. The Audit
Committee has discussed the internal controls and financial reporting
matters with management of the Company. The Audit Committee
and the independent external auditor have reviewed the Unaudited
Condensed Consolidated Interim Financial Information of the Group
for the six months ended 30th June 2019. The interim report 2019 of
the Company has been reviewed by the Audit Committee.

The Company has adopted a code of conduct regarding securities
transactions of Directors and employees (the “Securities Code”) no
less exacting than the required standard set out in the Model Code
contained in Appendix 10 to the Listing Rules. In order to ensure the
Directors’ dealings in the securities of the Company are conducted in
accordance with the Model Code and the Securities Code, a
committee currently comprising the Chairman, the Managing Director
and a Director was set up to deal with such transactions. The
Company has made specific enquiry of all Directors regarding any
non-compliance with the Model Code and the Securities Code during
the six months ended 30th June 2019, all Directors confirmed that
they had complied with the required standards set out in the Model
Code and the Securities Code during the period.

On behalf of the Board

Zhu Jianhui
Vice Chairman and Managing Director
Hong Kong, 20th August 2019
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