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Hans Energy Company Limited is a leading operator in provision
of terminal and storage facilities and services for liquid
petrochemical products in south China. As used in this report,
the terms of Hans, Hans Energy, we and the Company may
refer to Hans Energy Company Limited or any one or more of
its subsidiaries (“The Group”).

Company Profile

The Group is a leading midstream player in providing integrated
facilities of jetties, storage tanks, warehousing and logistic
services in south China for petroleum, liquid chemicals and
gases products, offering value-added services in its own ports
and storage tank farms. The Group owns and operates three
major facilities, namely Panyu Petrochemical Terminal (“XHIT"),
Panyu Solid Chemical Warehouse and Logistic Centre (“Solid
Warehousing Centre”), and Dongzhou Petrochemical Terminal
("DZIT").

Liquid Product Terminals

XHIT is situated in Xiao Hu Island, Nansha, Panyu district,
Guangzhou city, Guangdong province. The Terminal was built
with five jetties of birthing capacity ranging from 500 to
30,000 dwt. The tank farm has a site area of 212,000 square
metres and is installed with 86 tanks of a total storage capacity
of 330,000 cubic metres, out of which 240,000 cubic metres
are specialized for gasoline, diesel and similar petroleum
products commonly available in trading and consumption
markets. The rest 90,000 cubic metres tanks are built for
petrochemical products.

DZIT is situated in Lisha Island, Humen Harbour district, Shatian
country, Dongguan city, Guangdong province. The Terminal was
built with twelve jetties of birthing capacity ranging from 500
to 100,000 dwt. The tank farm has a site area of 516,000
square metres and is installed with 96 tanks of a total storage
capacity of 260,000 cubic metres, out of which 180,000 cubic
metres are specialized for gasoline, diesel and similar petroleum
products commonly available in trading and consumption
markets. Storage tanks with capacity of 80,000 cubic metres
were built for petrochemical products.

Business Model

The two liquid product terminals provide customers with
storage and terminal services. However, customers use them for
different functions with regards to oil products and
petrochemical products: the terminals are distribution hubs for
refined oil products while customers use them mainly for
storage of petrochemicals.
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The oil customers of the Group are distributors and traders of
refined oils in Guangdong province. To cope with their product
distribution requirements, they prefer to employ an owner jetty
terminal with integrated facilities instead of queuing up in
public ports, with prime location to cover highly dense sales
outlets, i.e. petrol stations. With their volume and frequency of
flows of goods, users pick those terminals which can handle
large scale and high speed refined oil operations. Furthermore,
the terminals must be fully licensed to cater multi products
such as gasoline and diesel.

Strategic Locations

The two liquid product terminals of the Group are located in
the centre of the Pearl River Delta. As Guangdong province is
the pioneer in economic development of China, and the two
terminals situate in the centre of the economic circle of the
province, such location edge attracts customers to engage with
the two terminals for their distribution of refined oils. Apart
from oil products customers, there are customers who have
manufacturing plants in the Pearl River Delta. In their business
cycle, there are requirements to temporarily store their
dangerous, poisonous and hazardous goods in designated
controlled facilities with proper licences in accordance with
governmental regulations for safety and environment reasons.
The customers may store their hazardous raw materials, work-
in-progress and finished goods in our storage facilities. Our two
terminals employ experienced, professional and skillful
management teams with well-equipped features storage
hardware. The Group persistently maintain high standards in
safety and environment protection. Both terminals in Panyu and
Dongguan are fully and properly licensed to handle wide range
of dangerous and hazardous goods. They provide convenience
to customers to move their cargoes in and out of the terminals
during their production cycle.

Revenues

The terminals earn storage income by leasing their storage
tanks to customers based on the storage tank size engaged.
Apart from this, they collect handling charges when providing
services in moving cargoes in and out from the terminals for
customers, either by water in the jetties or by road from the
loading stations. Furthermore, the terminals provide ancillary
services such as tank cleaning, waste treatment and blending to
customers and earn respective fees for the services rendered.
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Key Performance Indicators
With regards to the business model, the lease-out rates and
cargo throughput are the major key performance indicators of
the terminals. Higher lease-out rate should return with higher
leasing income. More cargoes flows mean more works the
terminals have done thus more handling fee income.

The lease-out rates and cargo throughput of the last two years

are as follows:

Operational statistics

BERNRT

Liquid product terminal and
transshipment services

Number of vessels visited

— foreign

— domestic

Number of trucks served to pick
up cargoes

Number of drums filled

Transshipment volume
(metric ton)

— petrochemicals

Terminal throughput
(metric ton)

— port jetty throughput

— loading station throughput

Storage services

Leaseout rate — oil and
chemicals products
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-21.8 106 127 -16.5
+323 538 389 +38.3
+27.9 43,288 38,722 +11.8
-29.4 3,845 1,574 +144.3
-27.5 4,214 20,769 -79.7
+31.2 2,779,000 2,581,000 +7.7
+33.8 1,747,000 1,599,000 +9.3
+23.6 1,032,000 982,000 +5.1
+31.1 78.7% 81.0% -2.3
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Operational statistics

Solid chemical warehousing ERtEZEE
services R 7%
Cargoes received (metric ton) E5 (W)
Cargoes issued (metric ton) ?é‘iéii(’/}\ Ma)
Floor area leased out (m?) B HEREAEE
(7 K)
Leaseout rate o =

Liquid Product Terminal Business

XHIT

The major operational statistics indicated steady growth at XHIT
during 2017. Despite the fact that the international crude oil
prices slightly recovered at the beginning of 2017 and then
fluctuated downward in May and June 2017, the crude oil
prices were getting rebounded in the second half of 2017. In
addition, the China’s government maintained steady growth and
drove the demand of oil products and petrochemical products.
During the year ended 31 December 2017, port jetty
throughput and loading station throughput increased by 33.8%
and 23.6% respectively. In line with the growth of throughput
volume, the numbers of trucks serviced to pick up cargoes and
number of domestic vessels visited increased accordingly by
27.9% and 32.3%. By end of 2016, the Company has
revamped all fuel oil tanks into gasoline and diesel tanks to
adapt to the market transformation. In this connection, there
were new clients introduced to utilize our gasoline and diesel
storage tanks, while the existing clients continued to keep their
storage volume growth. Resulting from the Company’s efforts
as well as market environment, the average utilization of the oil
tanks was 90.6% in 2017 compared with 49.1% in 2016,
representing an increase of 41.5 percentage points over the
prior year. While the average utilization rate of chemical tanks
kept as high as 98% during the year of 2017, the total average
leaseout rate for both categories was 93.8%, 31.1 percentage
points higher than that in the prior year.
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DzIT

With the introduction of new customers to utilize our oil and
chemical storage tanks as well as good market environment,
together with the advantages of our terminals, the major
operational indices showed a gradual improvement at DZIT
during 2017. During the year ended 31 December 2017, the
port jetty and loading station throughput increased by 9.3%
and 5.1% respectively and number of domestic vessels visited
and trucks served to pick up cargoes increased by 38.3% and
11.8% respectively on a year on year basis, despite the fact
that the vyearly average leaseout rate of tank farm was
approximately 78.7% in 2017 compared with 81.0% in 2016,
a slight decrease of 2.3 percentage points. The Group
continuously tried its best to tap into market potentials and to
expand its oil and chemical storage volume.

Solid Chemical Warehousing Business

During the year ended 31 December 2017, the average floor
areas leased out increased by 39.3% on year on year basis. The
lease out rate was approximately 94.0% in 2017 as compared
to 66.2% of last year, representing an increase of 27.8
percentage points over the prior year. This was attributable to
the leasing of part of the warehouse used for storing goods of
less dangerous categories to a customer for its operation since
December 2016. In this connection, as this part of the
warehouse has been leased to and operated by this customer,
the overall cargoes received and cargoes issued of Solid
Warehousing Centre during the year reduced by 11.5% and
14.6% respectively as compared to last year.

Operating Financials
The Group’s reportable segments represent XHIT and DZIT. The
breakdown of revenues of XHIT and DZIT are as follows:
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XHIT

The revenue from the provision of terminal, storage and
transshipment services for liquid products in XHIT was about
HK$137.7 million during the year, representing an increase of
38.4% compared to HK$99.5 million of the last year. During
the year, the storage income for oil and liquid chemicals
products increased significantly from HK$70.4 million to
HK$103.3 million, representing an increase of 46.7% over the
prior year. It was mainly attributable to all the fuel oil tanks at
XHIT have been revamped into gasoline and diesel tanks that
suit for the market demand by end of 2016. During the second
half of 2017, these tanks almost reached their full capacity. The
higher leaseout rate and throughput have both driven a
significant increase income.

The revenue generated from Solid Warehousing Centre was
about HK$25.8 million during the year, representing a slight
increase of 4.1% compared to HK$24.7 million of the last year.
During the year, the average floor area leased out increased by
39.3%, but the average unit rate for warehouse storing goods
of less dangerous categories declined, offsetting the rental
income generated from the increase in the leased average floor
area that slightly narrowed down the overall revenue from the
Solid Warehousing Centre during the year.

DZIT

During the year, the revenue from the provision of terminal,
storage and transshipment services for the liquid products in
DZIT increased from HK$98.1 million to HK$110.7 million,
representing an increase of 12.8% over the last year. The
storage income for oil and liquid chemicals products increased
from HK$77.2 million to HK$85.6 million during the vyear,
representing an increase of 10.9% as compared with last year.
Despite the fact that the utilization of storage tanks dropped
slightly by 2.3% over the prior year, the average unit storage
rate increased by 23.8% over the last year driving the rise of
overall storage income.
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In 2017, the Group achieved a turnaround from loss to profit.
The major reason was that the Group took nearly one and a
half years to revamp all the fuel oil tanks with more than
160,000 cubic metres at XHIT into gasoline and diesel tanks
from the second half of 2015 to the end of 2016, in order to
suit for the market demand. Since these storage tanks were put
into full operation in 2017, the leaseout rate of these storage
tanks reached close to 100% by end of 2017 that brought
considerable revenue for the Group during the year. Looking
forward to 2018, as the international oil price has been
increasing towards a reasonable level, it is expected to drive the
constructive developments of the petrochemicals products
industry, which is favorable for the expansion of the Group’s
operation. However, in 2018, since the economies of the
mainland China as well as Guangdong, Hong Kong and Macau
are still in the doldrums, the pressure for the Group to
continue its stable operation remains huge. In 2018, the Group
must actively expand its business scopes and carry out the
constructions of the new storage facilities.

Petrochemicals Product Terminal Storage Business

In 2017, XHIT achieved the highest operating incomes and
profits since 2011, whilst DZIT has also recorded its highest
turnover ever. Looking forward to 2018, the potential of the
existing storage facilities of the Group is no longer great,
therefore, the Group has to keep strengthening its result
performance. Apart from keeping the operation scale of 2017,
the Group must consider to set up new storage facilities in
order to maintain the long-term sustainable growth of the
Group. In 2018, the Group will start to proceed the approval
procedures for the second phase of the construction of DZIT, so
as to build liquefied petroleum gas/liquefied natural gas tanks
with an annual throughput of 1,000,000-2,000,000 tones on
the reserved land at DZIT and reconstruct the terminal
ancillaries. If the approval could be obtained and the
construction commences, this will significantly enhance the
profitability of DZIT, and the Group will stay in a beneficial
market position in the industry chain of new energy from now
on.

Gasoline and Diesel Retail Business

The petrol station that jointly developed by the Group and a
local state-owned enterprise in Guangzhou is expected to be
completed and put into operation in 2018. The retail business
of refined oil will become the newly developed business of the
Group henceforth. The petrol station operation will bring better
gross profit to the Group and will also form a business chain
with the existing terminal storage business to achieve a synergy
development. It is expected that the Group will continue to
operate more petrol stations by means of constructions/
acquisitions/joint venture operations. The newly formed
business segment will bring greater benefits to the Group.
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Revenue KA

Revenue less direct costs and WA E KA R
operating expenses R &R

Profit/(Loss) before interest and tax & F 8 & %t 18 Al
(“EBIT/ALBIT)") w A (BE)

(TEBIT/(LBIT) |)

Profit/(Loss) attributable to equity AN AR R e A
shareholders of the Company wFL (&)

Earnings before interest, tax, BRAIS T8 &
depreciation and amortisation R B 35 Al g A
(“EBITDA") (TEBITDA ])

Gross margin EFX

Net profit/(loss) margin

Basis earnings/(loss) per share SREKRAF
(HK cents) (E518) (&)
Diluted earnings/(loss) per share FREBAR
(HK cents) (B8)EW)

The Group's financial performances achieved a significant
improvement in 2017. During the year, the Group’s revenue
increased from HK$222.3 million to HK$274.2 million,
representing an increase of 23.3% over the last year. It was
primarily attributable that all the fuel oil tanks at XHIT have
been revamped into gasoline and diesel tanks by end of 2016.
These tanks have been completely inspected and operated in
2017. During the second half of 2017, these tanks almost
reached their full capacity. The higher leaseout rate and
throughput have both driven a significant increase in the
income of XHIT. In addition, the income of DZIT has also been
increased that driven by the higher average unit storage rate
and the increased throughput. During the vyear, the gross
operating profits significantly increased by 141.2% from
HK$41.9 million in prior year to HK$101.0 million. The rise was
mainly attributable to the increase of Group’s revenue and
reduction of depreciation charges for the year due to the
certain property, plant and equipment have fully depreciated
during 2016. In this connection, the gross margin increased by
18.0 percentage points to 36.8% as compared to the prior
year. Apart from these, the Company also recorded the net
profit margin during the year. During the year ended
31 December 2017, EBIT was recorded as HK$49.4 million,
significantly improved from LBIT of HK$16.1 million in prior
year and EBITDA substantially increased from HK$93.6 million to
HK$139.7 million, representing an increase of 49.2% over the
prior year. During the year, the basic and diluted earnings per
share was improved from a loss of 2.03 Hong Kong cents to a
profit of 0.01 Hong Kong cents.
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Capital Structure, Liquidity and Gearing

As at 31 December 2017, the Group's total cash and cash
equivalents amounted to approximately HK$41.2 million (2016:
HK$22.2 million). Most of the funds were held in Hong Kong
dollar, RMB and US dollar.

The Group’s current ratio was 1.21 as at 31 December 2017
(2016: 1.02). The Group’'s gearing ratio (defined as total
liabilities to total assets) as at 31 December 2017 was 99.4%
(2016: 100.5%). The higher ratio indicated the higher degree of
leverage of the Group. The Group will actively consider various
financing methods to improve our existing financial position
and reduce the degree of leverage of the Group.

Financial Resources

During the year, the Group met its working capital requirement
principally from its business operation. The Group has been
taking various initiatives to improve the Group’s operating cash
flows to cope with future daily operation and future repayment
of bank loans. Due attention will be paid to the capital and
debt markets as well as the latest developments of the Group
in order to ensure the efficient use of financial resources.

Finance Costs

The Group had outstanding bank borrowings of HK$987 million
as at 31 December 2017 (2016: HK$980 million). During the
year ended 31 December 2017, the finance cost charged to
profit or loss was approximately HK$47.4 million (2016:
HK$55.5 million).

Taxation

The Group sustained a loss for Hong Kong Profits Tax purposes
for the year. The applicable tax rate of the Group’s PRC
subsidiaries for the year ended 31 December 2017 was 25%
(2016: 25%).
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Exposure to Fluctuation in Exchanges Rate and Related
Hedge

The Group's cash and cash equivalents are held predominately
in Hong Kong dollar, RMB and US dollar. Operating outgoings
incurred by the Group’s subsidiary in the PRC are mainly
denominated in RMB, which usually receives revenue in RMB as
well. Management is of the opinion that the Group’s exposure
to foreign exchange rate risks is not significant, and hedging by
means of derivative instruments is considered unnecessary.

As the exchange rate of RMB appreciated as compared to the
year ended 31 December 2016, the Group incurred an
exchange gain of HK$12.3 million (2016: exchange loss of
HK$12.5 million) on translation of financial statements of its
PRC subsidiaries.

Charge on Group Assets
The Group has provided the Lender with certain of the Group’s
fixed assets as collaterals for the banking facilities granted.

Capital Commitment

At 31 December 2017, the Group had capital expenditure
contracted for but not provided in the financial statements in
respect of terminal development and acquisition of port and
storage facilities amounted to HK$19 million (2016: HK$17
million).

At 31 December 2017, the Group had capital expenditure not
contracted for but approved by the board and not provided in
the financial statements in respect of terminal development and
acquisition of port and storage facilities amounted to
approximately HK$140 million (2016: HK$131 million).

Contingent Liabilities
As at 31 December
contingent liabilities.

2017, the Group has no material

Final Dividend
The directors do not recommend any final dividend for the year
ended 31 December 2017 (2016: Nil).
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EENREREEAEHE

Mr. David An, aged 58, has been the Chairman and an
Executive Director of the Company since July 2002. He has
many years of experience in China business particularly in the
provision trading of petroleum products and petrochemicals,
properties investments and developments in China.

Mr. Yang Dong, aged 57, has been an Executive Director and
the Chief Executive Officer of the Company since July 2016.
Mr. Yang joined the Company in 2012. Prior to that, he held
various senior key positions in the subsidiaries of China
Petroleum & Chemical Corporation such as the deputy general
manager in China Petrochemical International Co. Ltd. and
deputy chairman and executive director in Sinopec Kantons
Holdings Limited (Stock code: 934), the securities of which is
listed on The Stock Exchange of Hong Kong Limited (“Stock
Exchange”). Besides, he has extensive experience in
international trade of petroleum and chemical commodities.
Mr. Yang graduated from Beijing Normal University with a
degree in Economics. He also holds a Master’s degree in Project
Management from University of Management and Technology.

Ms. Liu Zhijun, aged 50, has been the Executive Director of the
Company since April 2006. Ms. Liu is also the Financial
Controller, PRC of the Company, the Deputy Chairlady and
Financial Controller of Guangdong Petro-Chemicals Company
Limited (“GDPC"), Guangdong (Panyu) Petrochemical Storage &
Transportation Ltd (“GD (Panyu)”) and =M REMBEE ALE
AR AR (“EMBEE"). She joined GDPC in 1997. Prior to
that, she had worked in various Chinese government
departments and large State-owned enterprises, including the
Audit Office of Guangdong Province, China Travel Service
(Holdings) Hong Kong Limited, etc. She has more than 25 years
of experience in financial management. Ms. Liu graduated from
Sun Yat-sen University in 1989 with a Bachelor’s degree in
Economics. Ms. Liu also holds the auditor qualification
certificate of speciality and technology issued by the Ministry of
Personnel and National Audit Office of the People’s Republic of
China (“PRC").
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EEREREBAEHE

Mr. Zhang Lei, aged 52, has been an Executive Director of the
Company since August 2007. Mr. Zhang joined the Company as
Chief Operating Officer, PRC in 2006. He has many years of
experience in petrochemical industry. He has expertise in
petrochemical specialized technology and is familiar with
financial accounting policy and system of the PRC. Mr. Zhang
also has in-depth knowledge in large petrochemical project
management. He had served China Petrochemical Corporation
and held various key positions such as the chief financial officer
of the Singapore branch, deputy general manager and chief
financial officer of the Hong Kong branch. Mr. Zhang
graduated from Dongbei University of Finance and Economics
and obtained the qualification of engineer.

Mr. Li Wai Keung, aged 61, has been an Independent Non-
Executive Director of the Company since July 2002. He is also
the Chairman of the Audit Committee and the Remuneration
Committee and a member of the Nomination Committee of the
Company. Mr. Li graduated from the Hong Kong Polytechnic
and holds a Master's degree in Business Administration from
The University of East Asia. He is also a fellow member of The
Association of Chartered Certified Accountants and Hong Kong
Institute of Certified Public Accountants. Mr. Li had worked for
Henderson Land Development Company Limited. Mr. Li is now
an executive director and chief financial officer of GDH Limited
and the chief financial officer of Guangdong Holdings Limited.
Besides, he has been re-designated from a non-executive
director to an executive director of Guangdong Land Holdings
Limited (stock code: 124) in 2012 and was appointed as
company secretary in March 2017. He is currently a non-
executive director of Guangdong Investment Limited (stock
code: 270), an independent non-executive director of Shenzhen
Investment Limited (stock code: 604) and China South City
Holdings Limited (stock code: 1668), the securities of which are
listed on the Stock Exchange. Apart from the abovementioned,
Mr. Li was appointed as the Standing Committee Member of
the 12th Guangdong Provincial Committee of the Chinese
People’s Political Consultative Conference in January 2018.
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EEREREBEAEHE

Mr. Chan Chun Wai, Tony, aged 46, has been an Independent
Non-Executive Director of the Company since May 2005. He is
also the Chairman of Nomination Committee and a member of
the Audit Committee and the Remuneration Committee of the
Company. Mr. Chan is a Certified Public Accountant and owns
a certified public accounting practice. He has extensive
experience in general assurance and business advisory services
in both Hong Kong and the PRC. Moreover, Mr. Chan has
extensive experience in public listings in Hong Kong and
Singapore, mergers and acquisition as well as corporate finance.
He holds a Master degree in Business Administration from the
Manchester Business School. Mr. Chan is now the independent
non-executive director of Honbridge Holdings Limited (stock
code: 8137) and Wai Chun Mining Industry Group Company
Limited (stock code: 660), the securities of which are listed on
the Stock Exchange.

Ms. Hai Hiu Chu, aged 46, has been an Independent Non-
Executive Director of the Company since 23 October 2017. She
is also a member of the Audit Committee, Remuneration
Committee and Nomination Committee of the Company.
Ms. Hai has over 24 years of experience in the medical field
and the pharmaceutical industry. She obtained an Enrolled
Nurse qualification from the Nursing Council of Hong Kong in
February 1993. Ms. Hai has served various directorship roles in
various companies since March 2005, including Bamboos
Limited and Bamboos Education — School for Talents Limited.
Ms. Hai co-founded Bamboos Health Care Holdings Limited
("“Bamboos Health Care”) (stock code: 2293) (the securities of
which is listed on the Stock Exchange) and its subsidiaries
(together, the “Bamboos Health Care Group”) in May 2009.
She was appointed as a director of Bamboos Health Care on
23 November 2012 and re-designated as an executive director
on 28 March 2014, responsible for the overall management,
strategic development and major decision making for Bamboos
Health Care Group. Currently she is an executive director, the
chief executive officer and one of the controlling shareholders
of Bamboos Health Care. Ms. Hai obtained a bachelor’s degree
in pharmacy in Chinese Medicine and a master's degree of
Science in Chinese Medicines from The University of Hong Kong
in November 2008 and November 2012 respectively. She has
completed a program in Executive MBA and obtained a
master's degree in Business Administration from The Chinese
University of Hong Kong in December 2010.

Ms. Hai currently serves as a director in each of Hong Kong
Health Care Federation, Agency For Volunteer Service and Hong
Kong Rehabilitation Power. She is also a guest professor in
Guangdong Pharmaceutical University.
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EEREREBAEHE

Mr. Li Xiao Hui, aged 49, is the Director and General Manager
of BIMEIEE. He joined GD (Panyu) in 1994. Mr. Li has
extensive knowledge and experience in technology and
operating management of oil and petrochemicals storage. He
also holds a Master degree of corporate management. He is
now fully responsible for the management of the infrastructure
and construction project in Dongguan.

Mr. Huang Bo Heng, aged 41, is the Director and Deputy
General Manager of GD (Panyu). He graduated from /& & f/d
2§ in 1997 and joined GD (Panyu) in the same year.
Mr. Huang has solid knowledge and many years of experience
in technology, construction project and operating management
of oil and petrochemicals storage.

Mr. Deng Zhi Gang, aged 44, is the Director and Deputy
General Manager of GD (Panyu). Mr. Deng obtained his
Master’s degree in Business Administration from University of
San Francisco. He joined GD (Panyu) in 1996. He has many
years of experience in trading and marketing in the business of
storage for oil and petrochemical products.

Mr. Han Ming, aged 46, is the Director and Deputy General
Manager of GD (Panyu). Mr. Han graduated from Heilongjiang
Institute of Commerce and majored in oil storage and
transportation operation. He joined GD (Panyu) in 1994.
Mr. Han has many years of experience in business operation
and import and export customs of cargoes.

Mr. Cui Ming, aged 61, is the Deputy General Manager of GD
(Panyu). Before joining GD (Panyu) in 1993, Mr. Cui was the
deputy general manager of sales department of A {LEE R
A]. He was engaged in the sales of petroleum products for a
long time and has extensive experience in the sales and
marketing management of petroleum products.

Mr. Nie Yu Hua, aged 50, is the Deputy Financial Controller of
GD (Panyu) and the Director and Deputy Financial Controller of
HIMEIER . He joined GD (Panyu) in 2006. He is an International
Certified Internal Auditor, a member of the Chinese Institute of
Certificate Public Accountants and has professional accountant
qualification in PRC. He has over 15 years financial
management experiences in large state owned enterprises, and
has worked as a senior project manager in a renowned
accounting firm.
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EEREREBEAEHE

Mr. Choy Chak Wa, Peter, aged 60, has been the Chief
Financial Officer since 19 September 2017. Mr. Choy graduated
from Hong Kong Polytechnic University and holds a Master’s
degree in Management from Imperial College London. He is a
fellow member of The Chartered Institute of Management
Accountants, The Association of Chartered Certified
Accountants and Hong Kong Institute of Certified Public
Accountants. Mr. Choy has held numerous executive positions
across a wide spectrum of industries including manufacturing,
university education, non-profits organisation, garment, audio-
visual equipment trading, as well as civil engineering
consultancy company. Prior to joining the Company, he held as
a Regional Controller in Fugro Holdings (HK) Limited. He has
extensive experience in accounting and financial management in
both Hong Kong and across the Greater China Region.

On top of his professional career, Mr. Choy was awarded the
Bronze Medal by The Chartered Institute of Management
Accountants to recognise his outstanding contribution. He is
currently a member of the HKSAR Inland Revenue Department
Users’” Committee.

Ms. Lam Lai Wan, Bondie, aged 42, has been the Company
Secretary of the Company since 24 February 2017. Ms. Lam
joined the Company in 2008 and currently is the Financial
Controller of the Company. Graduated from The Hong Kong
Polytechnic University with a Bachelor’'s degree in Accountancy,
Ms. Lam is also a fellow member of The Hong Kong Institute of
Certified Public Accountants and The Association of Chartered
Certified Accountants. Ms. Lam has extensive experience in
accounting and financial management for the listed companies
in Hong Kong and Singapore and had worked in numerous
reputable international accounting firms.
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The Company is committed to a high standard of corporate
governance practices appropriate to the conduct and growth of
its business in compliance with the principles and code
provisions (“Code Provisions”) set out in the Corporate
Governance Code (“CG Code”) contained in Appendix 14 of
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Stock Exchange”) (“Listing
Rules”). The Board is of the view that throughout the year, the
Company has complied with the CG Code except for the
deviations from Code Provisions A.4.1 and E.1.2 and which
deviations are explained in the relevant part of this report.

The Company regularly reviews its corporate governance
practices to ensure that these continue to meet the
requirements of the CG Code.

Roles and Responsibilities

The Company has formalised and adopted written terms on the
division of functions reserved to the Board and delegated to the
management.

The Board provides leadership and approves strategic policies
and plans with a view to enhance shareholder interests while
the day-to-day operations of the Company are delegated to the
management.

The Board reserves for its decisions all major matters of the
Company, including: approval and monitoring of all policy
matters, overall strategies and budgets, internal control and risk
management systems, material transactions (in particular those
may involve conflict of interests), financial information,
appointment of directors and other significant financial and
operational matters.

All directors have full and timely access to all relevant
information as well as the advice and services of the Company
Secretary, with a view to ensuring that Board procedures and
all applicable rules and regulations are followed.

Each director is normally able to seek independent professional

advice in appropriate circumstances at the Company’s expense,
upon making request to the Board.
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The day-to-day management, administration and operation of
the Company are delegated to the Chief Executive and the
senior management. The delegated functions and work tasks
are periodically reviewed. Approval has to be obtained from the
Board prior to any significant transactions entered into by the
abovementioned officers.

The Board has the full support of the Chief Executive and the
senior management to discharge its responsibilities.

Composition

The Board has in its composition a balance of skills and
experience necessary for independent decision making and
fulfilling its business needs.

As at 31 December 2017, the Board comprised eight members,
including five executive directors and three independent non-
executive directors, as follows:

Executive Directors

Mr. David An (Chairman and Member
of Remuneration Committee)

Mr. Yang Dong (Chief Executive Officer)

Mr. Fung Chi Kwan, Nicholas'

Ms. Liu Zhijun

Mr. Zhang Lei

Ms. Cheung Siu Yuen, Rose?

Independent Non-Executive Directors

Mr. Li Wai Keung (Chairman of Audit Committee and
Remuneration Committee and Member of
Nomination Committee)

Mr. Chan Chun Wai, Tony (Chairman of
Nomination Committee and Member of
Audit Committee and Remuneration Committee)

Ms. Hai Hiu Chu?® (Member of Remuneration Committee,
Audit Committee and Nomination Committee)

Notes:

1. Resigned on 24 February 2017

2. Re-designated from independent non-executive director to
executive director on 23 October 2017 and resigned on

23 February 2018

3. Appointed on 23 October 2017

None of the members of the Board is related to one another.
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During the year ended 31 December 2017, the Board at all
times met the requirements of the Listing Rules relating to the
appointment of at least three independent non-executive
directors (“INEDs”) with at least one INED possessing
appropriate professional qualifications, or accounting or related
financial management expertise.

INEDs

The INEDs bring a wide range of business and financial
expertise, experiences and independent judgement to the
Board. Through active participation in Board meetings, taking
the lead in managing issues involving potential conflict of
interests and serving on Board committees, all INEDs make
various contributions to the effective direction of the Company.

The Company has received written annual confirmation from
each INEDs in respect of his/her independence pursuant to the
independence guidelines set out in Rule 3.13 of the Listing
Rules. The Company has assessed his/her independence and
concluded that all the INEDs are independent within the
definition of the Listing Rules.

Appointment and Succession Planning of Directors

The Company has established formal, considered and
transparent procedures for the appointment and succession
planning of directors.

Under Code Provision A.4.1, the non-executive directors should
be appointed for a specific term, subject to re-election. Each of
the INEDs, except for Ms. Hai Hiu Chu, does not have a
specific term of appointment.

Ms. Hai Hiu Chu has entered into a letter of appointment with
the Company for a term of three years commencing from
23 October 2017, subject to, inter alia, retirement from office
by rotation at least once every three years and re-election in
accordance with the Company’s Articles of Association.

Pursuant to the Company’s Article of Association, all directors
of the Company are subject to retirement by rotation at least
once every three years at the Company’s general meeting and
any directors appointed by the Board to fill a casual vacancy or
as an addition to the Board shall hold office only until the next
following annual general meeting after his/her appointment and
be subject to re-election at such meeting.
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Continuous Professional Development of Directors

Every newly appointed director will receive comprehensive,
formal and tailored induction on the first occasion of his/her
appointment, so as to ensure that he/she has appropriate
understanding of the business and operations of the Company
and that he/she is fully aware of his/her responsibilities and
obligations under the Listing Rules and relevant regulatory
requirements.

Directors should participate in appropriate continuous
professional development to develop and refresh their
knowledge and skills to ensure that their contribution to the
Board remains informed and relevant. Reading material on
relevant topics will be issued to directors where appropriate. All
directors are encouraged to attend relevant training courses at
the Company’s expenses.

Directors confirmed that they have complied with the Code
Provision A.6.5 of the CG Code on Directors’ training. During
the year, directors attended seminars and training sessions
arranged by various professional institutes and bodies. In
addition, relevant reading materials including the updates on
the business, operations, corporate governance, legal and
regulatory matters have been provided to all directors for their
reference and studying.

Board Meetings

Number of Meetings and Directors’ Attendance

Ten Board meetings were held during the year ended
31 December 2017.
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The individual attendance (either in person or through other
electronic means of communication) record of each director at
the meetings of the Board, the Nomination Committee, the
Remuneration Committee and the Audit Committee during the
year ended 31 December 2017 is set out below:

RBEE-_F-—+tF+_A=1+—HLLF
B ZBEEREFE REZE88 #
WZEekEanZEeezmNEALR
(EwRSIEBEMETFBATA)RL
BESIAT

Attendance/Number of Meetings held
during the tenure of directorship

RESEHALE CETEERY

Annual
Nomination Remuneration Audit General
Directors Committee Committee Committee Meeting
Bz REZEE HFHZEEE EBRZEEE RRBEFAE
Executive Directors HiTEZ
Mr. David An HiELE
(Chairman of the Board) (EEELE) 9/10 N/ATER 22 N/ATER 0/1
Mr. Yang Dong BEEE
(Chief Executive Officer) (frg#3) 10/10 N/ATER N/ATER N/ATER !
Ms. Liu Zhijun AEERL 10/10 N/AT i A N/AT 8 A N/ATE A 17
Mr. Zhang Lei RELE 10/10 N/AT i A N/ATE A N/ATE A 0/1
Ms. Cheung Siu Yuen, Rose’ EdN ik 10/10 212 11 4/4 11
INEDs BUFHTEE
Mr. Li Wai Keung TRBELE 10/10 33 22 4/4 n
Mr. Chan Chun Wai, Tony BRIR1E 5L 4 10/10 3/3 2/2 4/4 n
Ms. Hai Hiu Chu? EBRRTL? 22 N/ATER N/ATER N/ATER N/ATER
Notes: B 3 -
1. Re-designated from INED to executive director on 23 October 1. RZF—tEF+A-FT=HEBIIHF

2017 and resigned on 23 February 2018

2. Appointed on 23 October 2017

Apart from regular Board meetings, the Chairman also held
meetings with the INEDs without the presence of executive
directors during the year.

Practices and Conduct of Meetings

Notices of regular Board meetings are served to all directors at
least 14 days before the meetings. For other Board and
committee meetings, reasonable notice is generally given.
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Agenda and Board papers together with all appropriate,
complete and reliable information are sent to all directors at
least 3 days before each Board meeting or committee meeting
to keep the directors apprised of the latest developments and
financial position of the Company and to enable them to make
informed decisions. The Board and each director also have
separate and independent access to the senior executives
whenever necessary.

The Company Secretary is responsible to take and keep minutes
of all Board meetings and committee meetings. Draft minutes
are normally circulated to directors for comment within a
reasonable time after each meeting and the final version is
open for directors’ inspection.

According to current Board practice, any material transaction,
which involves a conflict of interests for a substantial
shareholder or a director, will be considered and dealt with by
the Board at a duly convened Board meeting. The Company’s
Articles of Association also contain provisions requiring directors
to abstain from voting and not to be counted in the quorum at
meetings for approving transactions in which such directors or
any of their associates have a material interest.

Board Diversity Policy

The Board adopted a board diversity policy (the “Policy”) in
August 2013. A summary of this Policy, together with the
measurable objectives set for implementing this Policy, and the
progress made towards achieving those objectives are disclosed
as below.

Summary of the Board Diversity Policy

When determining the composition of the Board, the Company
will consider board diversity in terms of, among other things,
gender, age, experience, cultural and educational background,
expertise, skills and know-how. All Board appointments will be
based on merits, and candidates will be considered against
objective criteria, having due regard for the benefits of diversity
on the Board.

Measurable Objectives

Selection of candidates for Board membership will be based on
a range of diversity perspectives, including but not limited to
gender, age, experience, cultural and educational background,
expertise, skills and know-how.
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Monitoring and Reporting

The Nomination Committee will disclose the composition of the
Board annually in the Corporate Governance Report and
monitor the implementation of this Policy.

The Nomination Committee will review this Policy, as
appropriate, to ensure the effectiveness of this Policy. The
Nomination Committee will discuss any revisions that may be
required, and recommend any such revisions to the Board for
consideration and approval.

As at the date of this report, the Board comprises seven
directors. Two of them are women. Three of them are INEDs,
thereby promoting critical review and control of the
management process. The Board is also characterized by
significant diversity, whether considered in terms of gender,
age, experience, cultural and educational background, expertise,
skills and know-how.

Code Provision A.2.1 stipulates that the roles of the Chairman
and Chief Executive should be separate and should not be
performed by the same individual.

The Company complies with the Code Provision A.2.1, the
positions of the Chairman and CEO are segregated and are held
by Mr. David An and Mr. Yang Dong respectively. These
positions have clearly defined separate responsibilities. Mr. David
An will focus on the overall strategic planning and business
development of the Group, whereas Mr. Yang Dong will be
responsible for the overall management, administrative
functions and day-to-day business operations of the Group.

The Company regularly reviews its corporate governance
practices to ensure that these continue to meet the
requirements of the CG Code.

The Board has established three committees, namely, the
Nomination Committee, Remuneration Committee and Audit
Committee, for overseeing particular aspects of the Company’s
affairs. All Board committees of the Company are established
with defined written terms of reference. The terms of reference
of the Board committees are posted on the websites of the
Company and Hong Kong Exchanges and Clearing Limited
("HKEX") and are available to shareholders upon request.
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The Board committees are provided with sufficient resources to
discharge their duties and, upon reasonable request, are able to
seek independent professional advice in appropriate
circumstances, at the Company’s expenses.

Nomination Committee

All the three INEDs are the members of the Nomination
Committee and Mr. Chan Chun Wai, Tony is the chairman of
the committee.

The principal duties of the Nomination Committee include
reviewing the structure, size and composition of the Board,
making recommendations to the Board on the appointment and
succession planning of directors, and assessment of the
independence of the INEDs.

The Nomination Committee carries out the process of selecting
and recommending candidates for directorships by making
reference to the skills, experience, professional knowledge,
personal integrity and time commitments of such individuals,
the Company’s needs and other relevant statutory requirements
and regulations. An external recruitment agency may be
engaged to carry out the recruitment and selection process
when necessary.

The Nomination Committee convened three meetings during the
year ended 31 December 2017 to (i) ensure that the Board has
a balance of expertise, skills and experience appropriate to meet
the requirements of the business of the Company; (ii) to review
and recommend the re-appointment of directors standing for
re-election at the Company’s 2017 annual general meeting; and
(iii) to identify individuals suitably qualified to become board
members and make recommendations to the Board.

Remuneration Committee

The Chairman of the Board and the three INEDs are the
members of the Remuneration Committee and Mr. Li Wai
Keung is the chairman of the committee.

The primary objectives of the Remuneration Committee include
reviewing and making recommendations to the Board on the
remuneration packages of individual executive directors and
senior management, the remuneration policy and structure for
all directors and senior management; and establishing
transparent procedures for developing such remuneration policy
and structure to ensure that no director or any of his/her
associates will participate in deciding his/her own remuneration,
which remuneration will be determined by reference to the
performance of the individual and the Company as well as
market practice and conditions.
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The Human Resources Department is responsible for collection
and administration of the human resources data and making
recommendations to the Remuneration Committee for
consideration. The Remuneration Committee consults the
Chairman and/or the CEO of the Company about these
recommendations on remuneration policy and structure and
remuneration packages.

The Remuneration Committee met twice to review and make
recommendations to the Board on the remuneration packages
of the executive directors and senior executives during the year
ended 31 December 2017.

Audit Committee

The Audit Committee comprises the three INEDs (including two
INEDs who possess the appropriate professional qualifications or
accounting or related financial management expertise) and
Mr. Li Wai Keung is the chairman of the committee. None of
the members of the Audit Committee is a former partner of the
Company’s existing external auditors.

The main duties of the Audit Committee include the following:

(@)  To review the financial statements and reports and consider
any significant or unusual items before submission to the
Board.

(b)  To review the relationship with the external auditors by
reference to the work performed by the auditors, their
fees and terms of engagement, and make
recommendation to the Board on the appointment,
reappointment and removal of external auditors.

() To review the Company’s financial reporting system, risk
management and internal control systems.

(d)  To review the effectiveness of the Company’s risk
management and internal control measures, including the
functions of account and financial reporting, reviewing
the adequacy of the Group’s human resources, staff
qualifications and experiences, training programmes and
budget of the Company’s accounting and financial
reporting functions.

(e) To review arrangements by which employees of the
Company may, in confidence, raise concerns about
possible improprieties in financial reporting, internal
control or other matters.
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The Audit Committee is provided with sufficient resources to
discharge its duties and has access to independent professional
advice if considers necessary.

The Audit Committee held four meetings during the year
ended 31 December 2017 to (i) review audited annual financial
results for the year ended 31 December 2016 and unaudited
interim financial results for the half-year ended 30 June 2017,
(i) to review financial reporting, risk management and internal
control and compliance procedures; and (iii) to review the
scope of work and make recommendations on the appointment
of the auditors.

There is no material uncertainty relating to events or conditions
that may cast significant doubt on the Company’s ability to
continue as a going concern.

Corporate Governance Functions
The Board is responsible for performing the functions set out in
the code provision D.3.1 of the CG Code.

During the year ended 31 December 2017, the Board reviewed
and monitored the Company’s policies and practices on
corporate governance, training and continuous professional
development of directors and reviewing the Company’s
compliance with the code and disclosure in this report.

All the directors represented the senior management of the
Company. Further particulars regarding directors’ remuneration
and the five highest paid employees as required to be disclosed
pursuant to Appendix 16 to the listing rules are set out in
notes 7 and 8 to the financial statements, respectively.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules.

Specific enquiry has been made of all the directors and all of
them have confirmed that they have complied with the Model
Code throughout the year ended 31 December 2017.

The Company has also established written guidelines on terms
no less exacting than the Model Code (the “Employees Written
Guidelines”) for securities transactions by employees who are
likely to possess inside information of the Company.
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No incident of non-compliance of the Employees Written
Guidelines by the employees was noted by the Company.

Responsibilities in respect of the Financial Statements and
Auditors’ Remuneration

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports,
announcements and other financial disclosures required under
the Listing Rules and other regulatory requirements.

The directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended
31 December 2017.

The statement of the external auditors of the Company about
their reporting responsibilities on the financial statements is set
out in the “Independent Auditor’s Report” on pages 61 to 69.

The remuneration paid to the external auditors of the Company
in respect of audit services and non-audit services for the year
ended 31 December 2017 was disclosed on page 106.

Risk Management and Internal Controls

Responsibility

The Board is responsible for maintaining an adequate risk
management and internal control system to safeguard the
interests of the shareholders and the assets of the Company,
and reviewing its effectiveness on an annual basis.

The Company has maintained a tailored governance structure
with defined lines of responsibility and appropriate delegation
of responsibility and authority to the senior management.

Risk Management and Internal Controls Framework

The Group’s risk management framework adapts an integrated
bottom-up and top-down risk review process. The top-down
risk review process covers overseeing, identification, assessment
and mitigation of risk at corporate level while the bottom-up
risk review process covers identification, assessment and
mitigation of risk at business unit level and across functional
areas. The integrated risk review process is to enable
comprehensive identification and prioritization of all material
risks throughout the Group, escalation of material risks at the
right managerial level, effective risk dialogue among the
management, and proper oversight of risk mitigation efforts.

The Group's internal control framework, covering all material
controls including financial, operational and compliance controls
is established. The internal control framework also provides for
identification and management of risk.
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The management is accountable to the Board for operating and
monitoring the system of internal control and for providing
assurance to the Board that it has done so. The Board forms its
own view on effectiveness after due and careful enquiry based
on the information and assurances provided to it.

The Company improves its business and operational activities by
identifying the areas of significant business risks via a regular
review and taking appropriate measures to control and mitigate
these risks. The management of the Company reviews all
significant control policies and procedures and highlights all
significant matters to the Board and Audit Committee.

Review of Risk Management and Internal Controls
Effectiveness

During the vyear under review, the Board has engaged an
independent professional firm to perform the risk management
and internal control review of the Group. The Board and the
Audit Committee have reviewed the effectiveness of the
Group’s risk management and system of internal controls on all
major operations and considered the Group’s risk management
and internal control system is designed to provide reasonable
assurance, thereby minimizing risks and allowing the Group’s
business objectives to be achieved optimally. No significant
areas of concern that may affect the financial, operational,
compliance controls, and risk management functions of the
Group has been identified. The Board and the Audit Committee
considered that the risk management and internal control
system was operating effectively during the year.

To safeguard the interests and rights of shareholders, a
separate resolution is proposed for each substantially separate
issue at shareholder meetings, including the election of
individual directors. All resolutions proposed at the
shareholders’ meetings are voted by poll pursuant to the Listing
Rules. The poll results are also posted on the websites of HKEX
and the Company immediately after the relevant shareholders’
meetings.

Convening an Extraordinary General Meeting by
Shareholders

Pursuant to Article 72 of the Company’s articles of association,
general meetings shall be convened on the written requisition
of any two or more members of the Company deposited at the
principal place of business of the Company in Hong Kong or, in
the event that the Company ceases to have such a principal
place of business, the registered office specifying the objects of
the meeting and signed by the requisitionists, provided that
such requisitionists held as at the date of deposit of the
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requisition not less than one-tenth of the paid up capital of the
Company which carries the right of voting at general meetings
of the Company.

If the Board does not within 21 days from the date of deposit
of the requisition proceed duly to convene the meeting, the
requisitionists themselves or any of them representing more
than one-half of the total voting rights of all of them, may
convene the extraordinary general meeting in the same manner,
as nearly as possible, as that in which meetings may be
convened by the Board provided that any meeting so convened
shall not be held after the expiration of three months from the
date of deposit of the requisition, and all reasonable expenses
incurred by the requisitionists as a result of the failure of the
Board shall be reimbursed to them by the Company.

Putting Forward Proposals at General Meetings

There are no provisions in the company’s articles of association
or the Cayman Islands Companies Law for shareholders to move
new resolutions at general meetings. Shareholders who wish to
move a resolution may request the Company to convene a
general meeting in accordance with the procedures set out in
the preceding paragraph.

As regards proposing a person for election as a director of the
Company, please refer to the procedures posted on the
Company’s website.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board of the
Company, shareholders may send written enquiries to the
Company.

Note: The Company will not normally deal with verbal or anonymous
enquiries.

Contact Details
Shareholders may send their enquiries or requests as mentioned
above to the following:

Address: Unit 2608, 26th Floor, Harbour Centre,

25 Harbour Road, Wanchai, Hong Kong

(For the attention of the Company Secretary)
Email: info@hansenergy.com.hk
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The shareholders’ meetings of the Company provide an
opportunity for communication between the shareholders and
the Board. The Chairman of the Board, all INEDs, and the
chairmen of all Board committees (or their delegates) and
where applicable, the independent Board committee, are
available at the general meetings to meet shareholders and
answer their enquiries.

The Chairman of the Board and some of the directors were
unable to attend the last annual general meeting held on
25 May 2017 due to business engagement. They will use their
best endeavours to attend all future shareholders’ meetings of
the Company.

During the year under review, the Company has not made any
changes to its articles of association. The Company places great
emphasis to enhance communications and relationships with its
investors as the Company’'s policy to maintain timely and
effective communications with their shareholders. This is crucial
aspect of good corporate governance, and part of the statutory
and regulatory regime. Designated senior management
maintains regular dialogue with existing shareholders and
potential institutional investors and analysts to keep them
abreast of the Company’'s developments. Enquiries from
investors are dealt with in an informative and timely manner.

To promote effective communication, the Company also
maintains a website at www.hansenergy.com, where extensive
information and updates on the Company’s business
developments and operations, financial information, corporate
governance practices and other information are posted.
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The directors have pleasure in presenting their annual report
and the audited financial statements of the Group for the year
ended 31 December 2017.

The Company is an investment holding company. The principal
activities of its principal subsidiaries are set out in note 13 to
the financial statements.

Details of business review as required by Schedule 5 to the
Hong Kong Companies Ordinance are set out in the section of
Management Discussion and Analysis from page 4 to 14 of this
Annual Report. This discussion forms part of this directors’
report.

The results of the Group for the year ended 31 December
2017 are set out in the consolidated income statement on page
70.

Taking into account of the cash requirement for the repayment
of bank loan of the Group, the directors do not recommend
the payment of a final dividend for the year ended
31 December 2017 (2016: Nil). However, the Board of Directors
will determine dividend distribution policies once the Group has
secured stable income from the operations in coming years.

The amounts and particulars of material transfers to and from
reserves of the Group and of the Company during the year are
set out on the Consolidated Statement of Changes in Equity
and in note 22 to the financial statements.

At 31 December 2017, the Company’s reserve available for
distribution amounted to HK$153 million (2016: HK$157
million).
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Details of movements of property, plant and equipment during
the year are set out in note 10 to the financial statements.

Details in movement in share capital of the Company are set
out in note 22 to the financial statements.

The directors of the Company during the year and up to the
date of this report were:

Executive directors
Mr. David An (Chairman)
Mr. Yang Dong (Chief Executive Officer)
Mr. Fung Chi Kwan, Nicholas
(resigned on 24 February 2017)
Ms. Liu Zhijun
Mr. Zhang Lei

The following executive director resigned after the end of
financial year.

Ms. Cheung Siu Yuen, Rose (re-designated from
independent non-executive director to
executive director on 23 October 2017
and resigned on 23 February 2018)

Independent non-executive directors

Mr. Li Wai Keung

Mr. Chan Chun Wai, Tony

Ms. Hai Hiu Chu (appointed on 23 October 2017)

Pursuant to Article 116 of the Company’s Articles of
Association, Mr. David An and Ms. Liu Zhijun shall retire by
rotation and being eligible, offer themselves for re-election at
the forthcoming annual general meeting.

Pursuant to Article 99 of the Company’s Articles of Association,
Ms. Hai Hiu Chu shall hold office until the forthcoming annual
general meeting, and being eligible, offer herself for re-
election.
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Mr. Yang Dong, as an executive director and the chief
executive officer, has entered into a service contract with the
Company for a term of three years commencing from 13 July
2016, subject to, inter alia, retirement from office by rotation at
least once every three years and re-election in accordance with
the Company’s Articles of Association.

Ms. Hai Hiu Chu, as an independent non-executive director, has
entered into a letter of appointment with the Company for a
term of three years commencing from 23 October 2017,
subject to, inter alia, retirement from office by rotation at least
once every three years and re-election in accordance with the
Company’s Articles of Association.

The term of office of each of the independent non-executive
directors (“INEDs"”) is the period up to his/her retirement as
required by the Company’s Articles of Association.

Save as disclosed above, none of the directors being proposed
for re-election at the forthcoming annual general meeting has a
service contract with the Company or any of its subsidiaries
which is not determinable by the Group within one year
without payment of compensation, other than statutory
compensation.

A permitted indemnity provision (as defined in section 469 of
the Hong Kong Companies Ordinance) for the benefit of the
directors of the Company is currently in force and was in force
throughout this year.
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Directors’ Report
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2017, the interests and short positions of
directors of the Company and their associates in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")) which have been
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, or which were recorded in the
register required to be kept pursuant to Section 352 of the SFO
or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
set out in Appendix 10 of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) were as
follows:

Ordinary shares of HK$0.10 each of the Company

Number of shares

ROBE

Long
Positions

L3

Name of director

Exns

Capacity
g%

Mr. David An Beneficiary of a trust 2,548,203,980
HELE EREZHA (Note Ff3E 1)
Beneficial owner 218,390,000
ExEAA
Note:

1. The shares are held directly as to 209,773,980 shares by Extreme
Wise Investments Ltd (“Extreme Wise”) and 2,338,430,000
shares by Vand Petro-Chemicals (BVI) Company Ltd (“Vand
Petro-Chemicals”). Both companies are wholly-owned by Julius
Baer Family Office & Trust Ltd. (“Julius Baer”) which is the
trustee of a trust and Mr. David An is one of the eligible
beneficiaries. By virtue of SFO, Mr. David An is deemed to be
interested in the 2,548,203,980 shares.
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Save as disclosed above, as at 31 December 2017, none of the
directors of the Company and their associates had any interest
or short positions in the shares, underlying shares or
debentures of the Company or any of its associated
corporations which had to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO or which were required, pursuant to Section 352 of the
SFO, to be entered in the register referred to therein or which
were required, pursuant to the Model Code, to be notified to
the Company and the Stock Exchange.

Other than the share option scheme in note 21 to the financial
statements, at no time during the year was the Company or
any of its subsidiaries a party to any arrangements to enable
the directors of the Company to acquire benefits by means of
the acquisition of shares in, or debts securities (including
debentures) of, the Company or any other body corporate and
none of the directors, their spouses or children under the age
of 18, had any rights to subscribe for securities of the
Company, or had exercised any such rights.

There were no contracts of significance to which the Company,
or any of its subsidiaries was a party and in which a director of
the Company had a material interest, whether directly and
indirectly, subsisting at the end of the year or at any time
during the year.

There were no transactions which were required to be disclosed
as connected transactions in accordance with the requirements
of the Listing Rules.

The Company had received, from each of the INEDs, an annual
confirmation of his independence pursuant to the rule 3.13 of
the Listing Rules. The Company considered all of the INEDs are
independent.

The Company is committed to a high standard of corporate
governance. The Company’s corporate governance practices are
based on the principles and the code provisions (“Code
Provision”) as set out in the Corporate Governance Code (“"CG
Code”) contained in Appendix 14 of the Listing Rules. The
Company regularly reviews its corporate governance practices to
ensure that these continue to meet the requirements of the CG
Code. The Board is of the view that throughout the year, the
Company has complied with the CG Code except for the
deviations from Code Provisions A.4.1 and E.1.2. For details,
please refer to the Corporate Governance Report on pages 20
to 33.
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As at 31 December 2017, shareholders (other than directors of
the Company) who had interests and short positions in the
shares and underlying shares of the Company which have been
disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO, or which were recorded in the
register required to be kept by the Company under Section 336
of the SFO were as follows:

Ordinary shares of HK$0.10 each of the Company

Number of shares

R4 & B

Long
Positions

"R

Name of shareholder

BRER

Mr. David An &2 £ £ (Note MizE 1)
Julius Baer (Note FHf#E 1)

Vand Petro-Chemicals (Note Fff3E 1)
Dubai World Corporation (Note Fff 5% 2)
Extreme Wise (Note B3t 1)

2,766,593,980
2,548,203,980
2,338,430,000
333,048,000
209,773,980

Notes:

1. The shares are held directly as to 218,390,000 shares by Mr. David
An personally, as to 209,773,980 shares by Extreme Wise and
2,338,430,000 shares by Vand Petro-Chemicals. Both companies
are wholly-owned by Julius Baer which is the trustee of a trust
and Mr. David An is one the eligible beneficiaries. By virtue of
the SFO, Mr. David An is deemed to be interested in the
2,766,593,980 shares. Mr. David An is a director of Extreme
Wise, Vand Petro-Chemicals and the Company.

2. The shares are held directly by Pony HK World, indirectly wholly-
owned by Dubai World Corporation. Subsequent to the balance
sheet date, the number of shares in long position held directly by
Pony HK World were 295,248,000 shares, representing 7.91% to
the issued share capital of the Company.

Save as disclosed above, as at 31 December 2017, the
Company has not been notified by any persons (other than
directors or the chief executive of the Company) who had
interests or short positions in the shares or underlying shares of
the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or which were recorded in the register required to be kept
by the Company under Section 336 of the SFO.
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Details of the equity-linked agreements entered into during the
year or subsisting at the end or the year are set out below:

Share Option Scheme

Pursuant to an ordinary resolution passed on 28 December
2012, the Company adopted a Share Option Scheme (the
“Share Option Scheme”). The purpose of the 2012 Share
Option Scheme is to enable the Company to recruit and retain
high-caliber employees and attract resources that are available
to the Group and to provide the Company with a means of
giving incentive to, rewarding, remunerating, compensating
and/or providing benefits to such persons who contribute or
may bring benefit to the Group. The scheme remains in force
for a period of 10 years from adoption of such scheme and
expires on 27 December 2022.

Under the Share Option Scheme, the board of directors of the
Company (the “directors”) may at their discretion grant options
to any eligible participant including any employee, director,
consultant, advisor, agent, business affiliate, business partner,
joint venture partner, strategic partner, or any supplier or
provider of goods or services to the Company or any
subsidiaries of the Company as may be determined by the
directors from time to time to subscribe for the shares of the
Company (the “shares”).

Options granted must be taken up within 21 days of the date
of grant, upon payment of HK$1 per option. The maximum
number of shares in respect to which options may be granted
under the scheme shall not exceed 10% of the issued share
capital of the Company on the date of adopting the scheme.
The limit may be refreshed at any time provided that the new
limit must not be in aggregate exceed 10% of the issued share
capital of the Company as at the date of the shareholders’
approval in general meeting. However, the total number of
shares which may be issued upon exercise of all outstanding
options granted and yet to be exercised under the scheme and
any other scheme of the Company must not in aggregate
exceed 30% of the shares in issue from time to time.

The maximum number of shares in respect of which options
may be granted to any individual in any 12-month period shall
not exceed 1% of the shares in issue on the last date of such
12-month period unless approval of the shareholders of the
Company has been obtained in accordance with the Listing
Rules. Options granted to substantial shareholders or
independent non-executive directors in excess of issued share
capital of the Company or with a value in excess of HK$5
million must be approved in advance by the shareholders of the
Company.
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Options may be exercised at any time from date of grant of the
share option to the 10th anniversary of the date of grant as
may be determined by the directors. The exercise price is
determined by the directors, and will not be less than the
higher of the closing price per share as stated in the Stock
Exchange’s daily quotation sheets on the date of the grant of
the options and the average closing price per share as stated in
the Stock Exchange’s daily quotation sheets for the five
business days immediately preceding the date of the grant of
the options.

As at the reporting date, the maximum number of shares in
respect to which options may be granted under the scheme is
373,263,800 shares being 10% of the issued share capital of
the company. No share option was granted to or exercised by
any of the directors and senior management during the year
ended 31 December 2017 (2016: Nil) and no share option was
outstanding under the scheme as at 31 December 2017 (2016:
Nil).

During the year, the aggregate turnover attributable to the
Group's five largest customers comprised approximately 22.7%
of the Group’s total turnover and the turnover attributable to
the Group’s largest customer were approximately 6.3% of the
Group's total turnover. The aggregate purchases attributable to
the Group’s five largest suppliers comprised approximately
30.8% of the Group’s total purchases and the purchases
attributable to the Group’s largest supplier were approximately
8.1% of the Group’s total purchases.

Saved as disclosed above, none of the directors, their associates
or any shareholder which, to the knowledge of the directors,
owned more than 5% of the Company’s issued share capital
had any interest in the share capital of any of the five largest
customers or suppliers of the Group.

Details of movements in the Group’s bank loans during the year
are set out in note 17 to the financial statements.

There is no provision for pre-emptive rights under the
Company's Articles of Association although there is no
restriction against such rights under the laws in the Cayman
Islands.

BREVMEAESFEEICROARNER
HEH T BEREATAGHEETRE-
THEEHEFET B TNERBRE
ROUBHEMIASARERMBZE
B 8 Je B BB R A A B AT A
EXRAEBIMBABRERMBZIER
FHRMEMEZRRE

HEEZHRBH BEZFETERDZ
BhREMSPEZBERO TS EE B
373,263,8008% * BIA QBB #HITRA 2
10% " REZE_ZT—+tF+_A=+—
BLEFEE #BMECHESESAEEA
BEETHITFEEMNBERE(CZZ—X
FoE) - MBE_ZT—+tF+ A
=+—H  ZFrEIBE T ERITEER
B(ZE—RNFE E)-

FRN AEERAARFPELHZAEETE
HAEEBEEELN27%  MAEE
EARFPEEEEGRIEASEBEE
BHH16.3% - ANEE R K ERE (L AE
BERMAEEAEEREA30.8% - A
SESEAMHERCEEBEERIMEAS
EEEEEN81% o

REXFIHRBEEN  BEZMA HE
EF REZBEAXEEARACDH
TR ANS % LA b 2 AF o] PR R 7R & B A
MAREP AR 2 BATES T

N2
S o
T

AEERFRAZRITEREDF BN
BTSRRI EET7 ©

BERERE ZANYELBREL S
R )+ B 7R 23 ) 4 A8 25 72 4R B T A 3%
% 4RI R T -

— Tt FFR a1



ESHE

As at 31 December 2017, the Group had a workforce of
approximately 476 employees (2016: 470), 462 (2016: 460) of
which worked for the terminals. Every year, the Group devises
a budget which states total salary and bonus plan for the year
to encourage the Group’s employees to contribute their best
efforts and to make maximum economic benefits to the Group.
In accordance with the relevant government regulations in the
PRC, the Group is required to cover social insurance, including
but not limited to retirement, medical, workman compensation
and unemployment insurance as well as housing fund for every
qualified employee in the PRC. With these insurance policies
and staff benefits, the Group hopes to provide a reasonable
welfare for each qualified employee.

During the year, neither the Company nor any of its
subsidiaries purchased, redeemed or sold any of the Company’s
listed securities.

For the year ended 31 December 2017, based on the
information that is publicly available to the Company and within
the knowledge of the directors, the Company has maintained
the prescribed public float under the Listing Rules.

As at 31 December 2017, there were no material contingent
liabilities in respect of outstanding litigation or legal
proceedings that need to be disclosed.

Safety and Environment

Since the products handled by XHIT, DZIT and Solid Chemical
Warehouse are hazardous, safety and environment protection
measures and equipment are regarded as the most vital and
critical importance to the success of the Group. The Group is
committed to the long term sustainability of the environment
and communities in which it operates. As a responsible
corporation, to the best knowledge of the Directors of the
Company, the Group has complied with all relevant laws and
regulations regarding environmental protection during the year
ended 31 December 2017.

For the financial risk management, please refer to the note 23
to the financial statements from page 130 to 137.
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The Group recognises the importance of compliance with
regulatory requirements and the risk of non-compliance with
the applicable rules and regulations. To the best knowledge of
the directors of the Company, the Group has complied in
material respects with the relevant laws and regulations that
have a significant impact on the business and operation of the
Group during the year ended 31 December 2017.

The Group understands the success of the Group's business
depends on the support from its key stakeholders, including
employees, customers, suppliers, banks, regulators and
shareholders. The Group will continue to ensure effective
communication and maintain good relationship with each of its
key stakeholders.

KPMG retire and, being eligible, offer themselves for re-
appointment. A resolution for the re-appointment of KPMG as
auditors of the Company is to be proposed at the forthcoming
Annual General Meeting.

By order of the Board

Yang Dong

Chief Executive Officer and Executive Director
Hong Kong, 22 March 2018
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Hans Energy Company Limited (the “Company”), together with
its subsidiaries (the “Group”), is pleased to present this
Environmental, Social and Governance Report (the “Report”) to
provide an overview of the Group’s management on significant
issues affecting the operation, and the performance of the
Group in terms of environmental and social aspects.

Preparation Basis and Scope

This Report is prepared in accordance with Appendix 27 to the
rules governing the listing of securities on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) (the “Listing
Rules”) — “Environmental, Social and Governance Reporting
Guide” and has complied with “comply or explain” provision in
the Listing Rules.

This Report summarises the performance of the Group in
respect of corporate social responsibility, covering its operating
activities which are considered as material by the Group -
provision of terminal and storage facilities and services for
liquid petrochemical products in South China. With the aim to
optimise and improve the disclosure requirements in the Report,
the Group has taken initiative to formulate policies, record
relevant data as well as implement and monitor measures.

Reporting Period
This Report demonstrates our sustainability initiatives during the
reporting period from 1 January 2017 to 31 December 2017.

Contact Information

The Group welcomes your feedback on this Report for our
sustainability initiatives. Please contact us by email to
info@hansenergy.com.hk.
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The Group is a leading midstream player in providing integrated
facilities of jetties, storage tanks, warehousing and logistic
services in South China for petroleum, liquid chemicals and
gases products, offering value-added services in its own ports
and storage tank farms. To maintain a competitive edge, it is
crucial that the Company stays healthy and fits for the future.
Our long-term success depends on our efforts in managing the
environmental and social risks.

The Group stores energy and chemical products that are
important in people’s daily life, yet can endanger their health
and the environment if stored or handled inappropriately. As a
service provider, our role and responsibility are to provide safe,
efficient and clean chemical storage and handling services. The
Group abides by existing rules and regulations as a minimum
and adopts best practices whenever possible. The Group also
aims to achieve sustainable development in our daily operation
by maximising operational safety, by minimising our
environmental impact, by training and developing our people as
well as sharing best practices, and by both encouraging and
maintaining an open dialog with our stakeholders as a
responsible member of the communities in which we operate.
In 2017, the Group is one of the first batch of enterprises
which starts the “Together for Sustainability” (TfS) certification
work in the People’s Republic of China, and successfully
finished and passed the assessment and audit to join TfS. This
can help the Group to assess and improve sustainability supplier
sourcing practices.

The Group strives for excellence to make the right choices to
serve the long-term interests of all our stakeholders, from
customers, business partners and shareholders, to employees,
local communities and society at large. The Group also
endeavours to be an environmental-friendly enterprise and to
fulfil its responsibilities for the environment, whilst maintaining
its position as a leading operator in the provision of terminal
and storage facilities and services for liquid petrochemical
products in South China.
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The Group has a dialogue with its stakeholders, including
employees, consumers, distributors, investors, suppliers and the
community, through utilising different channels. Therefore, the
Group understands the expectations and concerns from
stakeholders. The feedbacks obtained allow the Group to
further formulate the strategy of sustainable development.
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Engagement channels

SHRRE

Stakeholders Issues of concern
Bz A BMEEE
Government and Market — Compliance
regulator — Promote regional economic

development and employment

B R T 5 B -&R
e o A B R Kol 3%

Return on the investment
— Information transparency
Protection of interests and fair

Shareholders and Investors

— On-site inspections

— Research and discussion through
work conferences, work reports
preparation and submission for
approval

— Annual and interim reports,
announcements
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— Annual general meeting and other

shareholder meetings
— Annual and interim reports,

treatment announcements
RERKEE - RE B -BRERBFREREMBRREARE
- EAERE - FRERFHEBRE  AE
- REEZRATEFS
Employees — Employee rights and interests — Conference
— Working environment — Training, seminars, briefing
— Health and safety sessions
— Career development opportunities - Cultural and sport activities
— Intranet and emails
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Engagement channels
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Customers

Suppliers
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Peer/Industry associations

Community
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Safe and high-quality service
Stable relationship

Information protection and privacy
Business ethics

w2 NEERS

=€ B R

BHRE R TLE

HEER

Long-term partnership
Honest cooperation

Fair, open

Information resources sharing
Risk reduction
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Experience sharing
Cooperation

Fair competition
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Community involvement
Social responsibilities
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Website, brochures, annual reports
Email and customer service hotline
Feedback forms

Regular meeting
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Business meetings, supplier
conferences, phone calls,
interviews

Review and assessment
Tendering process
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Industry conference
Site visit
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Charity and social projects

EERTRIER

“E—LFER 47



T
[ 4

R

},‘ﬁiﬁ N *igﬁaznﬁ

Based on 1SO14001, the standard of management system for
environment, the Group has established a set of management
systems regarding environmental protection, including but not
limited to “Atmosphere Pollution Management System”, “Waste
Management System” and “Wastewater Management System”.
The Group's objectives on environmental protection are to
eliminate and reduce the impact of its operation on the
ecological environment and endeavours to save resources and
protect the environment. The Group is in strict compliance with
the “Environmental Protection Law of the People’s Republic of
China” and other relevant laws and regulations, and had no
material non-compliance regarding environmental issues during
the reporting period.

Air Pollutant Emission

Emission control is essential for mitigating the impact on the
environment and protecting the health of employees. The
Group’s emission complies with “Emission Limits of Air
Pollutants (DB44/27-2001)" (K & )5 % ¥ B » IR (&) and
"Emission Standard of Air Pollutant for Bulk Gasoline Terminal
(GB  20950-2007)" (fd i BB N 75 2 ) BF IR % %). The air
pollutant emission during the reporting period is as follows:

Air Pollutants RRF5EY
Nitrogen oxides (NO,) AA1LMNO,)
Sulfur dioxide (SO,) :é@ﬁftﬁﬁ(sm
Particular matter (PM) CF KL (PM)
Carbon monoxide (CO) —%ﬂ:ﬁﬁ(CO)
Hydrocarbon (HC) fix @1t & ¥I(HC)
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As most of the products stored are highly volatile, the Group
has implemented “VOCs One Enterprise One Policy
Comprehensive Improvement Program” (VOCs — 1> — 424

JA 77 Z8) to control volatile organic compounds (VOCs) emission
from source and production processes. Key measures to
mitigate the leakage of the volatile chemicals are implemented

as follows:

o External floating roof tanks' are used to store gasoline,
diesel and other volatile chemical products

o Nitrogen blanketing? is used in the tanks to ensure stored
product is separated from the air, vapour generated in the
tank is collected and treated with activated carbon.

. To reduce the non-methane hydrocarbon (NMHC) emission,
oil-gas condensation recovery devices are installed to
achieve a recycling rate of 98%.

o All the volatile organic compounds (e.g. pentane, acetone)
are stored in specific containers and sealed properly to
avoid leakage.

Apart from measures adopted to reduce VOCs, the Group
lowers the emission of SO, by using low-sulfur diesel (National
V standard) for the boiler.

1 External floating roof tanks (FTE= #77 %) are storage tanks
commonly used to store large quantities of petroleum products.
They eliminate breathing losses and greatly reduce the
evaporative loss of the stored liquid.

2 Nitrogen blanketing (RZF5 &) is widely used in many industries
to prevent fires, explosion, degradation of products during their
production, storage and transport.
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Greenhouse Gas Emission

Climate change is gradually concerned by the community. The
Group manages the carbon footprint by minimising the energy
consumption and water consumptions as these activities cause
significant emission of greenhouse gas. Policies and procedures
adopted on resources saving are mentioned in the section “Use
of resources”. The greenhouse gas emission during the
reporting period is as follows:

Greenhouse Gas Emission? aEREEE R
Scope 14 #2114

Scope 25 & [E]2°

Total & &t

Intensity (tonnes of CO,-e/thousand tonnes
of terminal throughput)

Hazardous and Non-hazardous Wastes

Wastes generated are handled with a comprehensive procedure
to mitigate the impact to the environment. The Group has a
strict classification system for different types of wastes. Each
type of waste has specific storage location and collection
procedures. There is a precaution implemented for the leakage
of waste to present pollution.

Hazardous wastes such as hazardous wastewater, waste oil
cleaning rag and organic solvents are handled according to the
latest policies of “National Hazardous Waste Inventory”. These
wastes are separately stored and handled with ledger for
record. The Group engages qualified recycling companies to
perform waste disposal and treatment so as to minimise the
impact on the nature. The wastes generated by the Group
during the reporting period are as follows:

3 The calculation of the greenhouse gas emission is based on the
“Corporate Accounting and Reporting Standard” from
Greenhouse Gas Protocol.

4 Scope 1: Direct emission from sources that are owned or
controlled by the Group.

> Scope 2: Indirect emissions from purchased electricity and steam
consumed by the Group.
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Waste disposal Unit Amount
BEYEE B 2
Hazardous wastes tonnes 148.93
BEREY 7]
Hazardous wastes intensity tonnes/thousand tonnes of terminal 0.023
BEBRYEE throughput

Mg, & A = T E
Non-hazardous wastes tonnes 32.19
BEEY Mg
Non-hazardous wastes intensity tonnes/employee 0.07
BEERDEE W, 1E &

The Group has implemented different measures to reduce the
wastes in the office. For example, used paper and plastic
materials are collected in the office for recycling purpose.
Waste electrical and electronic equipment is separately
collected. With these measures, the Group hopes to ease the
pressure on landfill space and bring benefits to the
environment.

Wastewater

The terminal and warehouse areas are equipped with drainage
system to collect wastewater. Impermeable layers are applied to
all pipes and treatment facilities to avoid leakage of
wastewater. Rainwater and wastewater are collected by two
separate systems to prevent pollution to groundwater.

The Group also cooperated with the Environment Faculty of
South China University of Technology (I /I8 T K £ 1% 55 Bx)
to develop a sewage treatment facility, which treats wastewater
with microorganisms. This year, around 20,500 cubic metres of
wastewater was discharged and treated. After the treatment,
the water which meets satisfactory quality standard, is used in
fire services and planting. Not only the emission of wastewater
to land and water bodies is reduced, but also the water can be
reused to save the water resource. This system is simple and
the cost of maintenance and operation is low. Therefore, it is
widely admired and accepted by government departments and
peers.

Noise

Noise is mainly generated from the operations of blower of
boilers, pumps and compressors, etc. Appropriate acoustic
insulation is applied to those machines. Regular maintenance is
also conducted as to reduce the noise generated due to
wearing of the components in those machines.
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The Group has adopted policies and guidelines to improve the
efficiency in energy, water and other material consumption,
including “Energy Saving Management System”.

Energy

Steam and electricity are the major energy consumption for the
Group’s operations. According to characteristics of different
stored products, steam is required to maintain the temperatures
of the products to ensure the quality of the products is
satisfactory. In response to the National Environmental Policy,
the Group has ceased the use of boiler system and switched to
purchase public steam to reduce the fuel consumption and
emissions at the same time.

The Group promotes the idea of “green office” to reduce the
electricity consumption as follows:

o The temperature in the office is set at 26 Degree Celsius
in summer.

o No heating is supplied in winter according to the
characteristic of weather in South China.

o All electronic appliances have to be switched off when
leaving the office.

o After all staff leave the office, security guards double check
the electronic appliances and ensure all of them are

switched off.

The Group also checks the oil usage frequently to minimise the
chances of oil leakage which wastes energy.
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During the reporting period, the energy consumptions are as
follows:

Purchased electricity BEEN
Purchased steam BEESR
Petrol bl
Diesel e

Total energy consumption

Energy intensity (kWh in ‘000s/thousand
tonnes of terminal throughput) T 1E)

Water

Water is another important resource used for the daily
operation. In order to monitor the usage of water, meters are
installed in different locations and water consumption is
recorded regularly. There is staff who is responsible for
managing the water usage and checking the water system. If
leakage of water pipe happens, repair will be immediately
carried out to reduce the wastage of water resource.

In the workplace, the water pressure is adjusted according to
the actual water usage. To encourage water-saving, water
usage of each staff in the staff quarter is recorded and the
staff has to pay water bills by themselves.

The water consumption during the reporting period is as
follow:

Water 7K
SHIEEE

Consumption

Intensity (m3thousand tonnes of terminal
throughput)

Nitrogen

Nitrogen is an important resource for facilitating the storage of
highly volatile substances. It provides a protective layer of gas
on the substances, which is named as blanketing. The process
is controlled automatically instead of manually to avoid wastes.
The usage of nitrogen is monitored to ensure there is no
leakage.

RERHERE
REREE(TETREN BEREHE

Oi”’.“
D 2

RBEHE - ERBREBRAT

Consumption
(kWh in '000s)

HER
(T8 T &)
5,003.01
4,269.96
421.09
1,195.98
10,890.04

1.69

7K

KEARBELENS —EFEZER A
EERAKE - KRB ETR M B2 2
TFHREEAKE - AEEBFEETEME
BEEEAKEREKZRS - WKEEAE
R RN EITHEE - URDKEIR
B R B o

TESGARKBEREBERBKEFE -
REEESORK eLEBETREESR
BETMAK BTHABITXMNKE-

R EREACHEFENBERAT

Usage (in m3)

A& (x5 XK)
93,393.07

BE(IAK/BEEELETH)

14.53
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The Group’s terminal is near to the waterbody with high
biodiversity and rich fisheries resources. Based on the Group's
internal policies, efforts have been made to minimise the
impact of activities on the environment. For example, two sets
of oil spill monitoring and alerting system have been installed in
the water body near the terminal. The system is able to detect
oil spill accidents occurred when the oil tanker is berthing or oil
products are loaded. The situation of the terminal is also
monitored by staff under 24-hour real-time video surveillance
system. If oil spill accidents are detected, the signal from the
alarm system can reach the responsible staff and prompt
remedies can be carried out to reduce the impact on the
environment.

To strength the pollution control, the Group has cooperated
with a company specialised for handling oil spill accidents to
equip adequate facilities (e.g. oil boom) to prevent the spread
of oil leakage in the sea.

The Group highly considers employees as important assets and
is committed to improve in these four areas: employment,
health and safety, development and training and labour
standard.

The Group has established and implemented a set of human
resources management policies and procedures in place with
the aim to provide good and safe working environment to its
staff in order to comply with “Labour Contract Law of the
People’s Republic of China”. It sets out the Group's standards
for staff recruitment, promotion guidelines, remuneration scale,
holiday and statutory paid leaves, parental leaves and working
hours. All employees are treated equally and their employment,
remuneration and promotion opportunities will not be affected
by their nationality, race, age, religion and marital status.

This year, the Group has established “The First Trade Union
Committee” (35 — @ T &€ % 8 &) and “The First Female
Employee Committee” (35 — @ Z B T &£ 8 &) to foster
communication between labour and the management, and to
provide a platform for employees to express opinions.
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The Group also advocates harmonious and work-life balance
culture among the employees through organising diversified
activities, including annual dinner, annual gathering, sport days
and birthday parties, etc. These activities can help the
employees to relax and enhance communications among them.
During the reporting period, no concluded cases (2016: nil)
regarding employment brought against the issuer or its
employees were noted.

Upholding the belief that safety is the first priority, the Group
is committed to providing a healthy and safe workplace for all
its employees and the community. The Group has established
“Health, Safety and Environment Policy Statement” in
accordance with the requirement of “Occupational Health and
Safety Management System” (OHSAS 18001). The Group
continues to improve the working conditions and monitor the
effectiveness of safety related controls. The Group complies
with related health and safety laws and regulations such as
“Law of the People’s Republic of China on the Prevention and
Control of Occupational Diseases”, “Production Safety Law of
the People’s Republic of China”, “Provisions on the Supervision
and Administration of Occupational Health at Work Sites”, etc.
In 2017, no concluded cases (2016: nil) regarding health and
safety brought against the issuer or its employees were noted.

Care to Employees

Every employee is required to have a medical check annually.
Employees are provided with safety training and personal
protective equipment (helmet, goggles, masks, etc.) in the
workplace. Occupation hazards assessment is conducted by third
party regularly to monitor the performance on occupational
safety.

The Group is committed to providing all employees with a
warm and comfortable working and living environment. The
Group has set up self-managed staff quarters and canteens with
a view to providing sound rest space and healthy catering to its
employees. Drinks are also freely provided to all employees in
hot season to prevent them from having heat stroke.
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Safety Precaution in Workplace

Safety of employees in workplace is crucial. Key safety

precautions are implemented as follows:

o Toxic gas detector, audible and visual alarm and emergency
cut-off valve are installed in each berth.

o Parameters of all flammable and explosive substances are
carefully and closely monitored (e.g. temperature,

pressure, flow volume) during transfer. All parameters
information is transferred to PLC (Programmable Logic
Controllers) in the terminal control center for monitoring
the frontline operation.

. Worker, who enters the tank, must wear protective clothes
and make sure that the toxic gas concentration does not
exceed the acceptable level.

o Emergency shower, eyewash facilities and breathing
apparatus are provided.

The Group continues to provide comprehensive and suitable
trainings to employees to promote a learning culture based on
the Group's “Training Management Procedure” and other
related internal policies. The Group analyses the employees’
training and operation needs to prepare training and budget
plan yearly. The Group provides diversified on-the-job trainings
to employees, particularly safety trainings, with the aim to
improve the quality of the employees’ safety and to establish a
corporate safety culture.

Generally, there are both internal and external trainings for
employees. Every new employee needs to receive a three-
month training including general knowledge and skills about
storage tanks. Assessment is conducted after the training. Only
the new employees who pass the assessment can start their
work in their position. Continuous assessment is conducted to
keep track on the performance of the current employees. The
Group also offers on-the-job training, which based on the
operation needs and annual training plan. It aims to enhance
the performance and skill of employees. External training mainly
includes certification training for specialists (e.g. safety
management personnel, engineers, accountants, etc.). The
Group invites related government departments and institutions
to deliver training to ensure employees can perform duties with
relevant qualifications.
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With continuous trainings and assessments, the safety
knowledge of the employees can be strengthened and the
safety awareness can be enhanced. This can decrease the
occurrence of work-related accidents.

The Group respects the human rights of employees, especially
gender equality and is strongly against employment of child
labour and forced labour. The Group strictly complies with
“Labour Law of the People’s Republic of China” and other
relevant laws and regulations. Recruitment guideline clearly
states that person under 16 is not allowed to work in the
Group and zero tolerance to child labour and forced labour.

During the year, the Group was not subject to any punishment
by the government and was not involved in any lawsuit related
to child labour or forced labour.

The Group depends on suppliers to provide production
materials and components for different storage facilities. The
choice of suppliers is based on a list of criteria, including
compliance, price, quality, stability of supply and after-sales
services in accordance with the Group’s internal policy
“Material Procurement Management Regulations”. The Group
maintains a long-term relationship with suppliers based on the
result from supplier assessment. During the vyear, the
assessment result is satisfactory and there are no significant
risks related to supply chain in environmental and social
aspects.

As a leading midstream player in providing storage service for
chemical products in South China, maintaining the safety and
quality of customers’ products in the warehouse is the utmost
concern of the Group. In order to continuously improve the
quality of service provided by the Group, we have set up an
internal policy — “Hazardous chemical storage Management
Procedures” and other related procedures in accordance with
the requirement of quality management system (ISO9001).
During the year, the Group was not subject to any disputes
relating to the storage service or punishment by the
government and was not involved in any lawsuit related to
product responsibility.

FrEE I R E A IR EES MR 2 HH
FERRZE2EH - UL E A [FETFHERE

BN o
E

AEEBERENARE  FRIZERF
F o HBRARHEAETRBHIST -
AEEBRRET(PEARKMES T
E) R EMARREEKER - BEBIESE
EIHIGEA TALTASEREET
B BRI BTREIRBHIST -

7 82 [ 34 7K 48 2 3 48 3k TP 16 A0 4160
5 BIREE ST A BB T 5%k 54
THHR -

& % B (R FB A2 BB P R 4 A AR T
B 17 38 6 ) 2B 1 o 7 AR 48 B PO B0 I
HIHRRBERRO] RRABE
WA EE RN REER
% — RFERIR R - ARER
B TR B RS R
BR-EANTHEERSARE B
55 K0 4k 5 T 8 4 4 5 4 T
A -

ERNERRTEEEMT FRIGHE
ERmFEEE REREANEFPEMN
RENEERAEBE-EK - BBE
HEAEEREHORBER  ZACRK
R 2 E IR R (1S09001) i TE A B
R-IEhtERREERRF]RE A
BREF - FR AKELRKERIMAE
R MRS 4 3 X B BT &L - 78
EESEMNEMITHBFRR-

— Tt FFR 57



R HEREBRE

Quality Control

According to “Regulations on the Safety Administration of
Dangerous Chemicals”, the Group requires customers to
provide Material Safety Data Sheet (MSDS) for chemicals stored.
Besides, all storage tanks are labelled with UN Number (United
Nation Number) and other relevant numbers for identification.

When customers’ goods are delivered to the tank, the testing
company engaged by the customers will carry out sample
testing on the goods, verify the certification or testing report
provided by the suppliers and check if the name, specification
and technical information of the sample meet the national/
international standards. Only goods that pass the testing and
meet the related requirements can be stored in the Group's
warehouse.

Department of commerce of the Group is responsible for
dealing the with complaints from customers. Prompt response
will be taken and the problem will be identified to prevent
similar complaints from happening. During the year, two
complaints (2016: two complaints) related to the efficiency of
goods unloading were received by the Group. The Group
responded to the cases immediately and explained to the
clients. The situation has improved after the adjustment of the
working schedule of employees and the increase in the number
of staff to support the job duties.

Customer Information Protection

The Group upholds a belief that information security and
privacy is the key principle for operation. We comply with
relevant laws and regulations. According to Group’s Staff
Handbook, employees are required to sign an agreement to
protect the privacy of clients and any other sensitive business
information. Employees who violate the agreement will receive
punishment and legal action will be taken. During the year, no
severe violation was found that posed a significant impact on
the Group.
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The Group maintains a high standard of business integrity
throughout its operations and tolerates no corruption or bribery
in any form, the Group strictly complies with the “Chapter Il
— Crimes of Undermining the Order of Socialist Market
Economy Criminal Law of the People’s Republic of China”,
“Chapter VIII — Graft and Bribery of Criminal Law of the
People’s Republic of China”, “Prevention of Bribery Ordinance
in HKSAR” and other relevant laws and regulations relating to
anti-corruption.

The Group's has adopted “Compliance Policies” and stated that
the Group takes reasonable care to ensure that it will not
export, re-export, or otherwise divert customer’s products and
other items in violation of any Trade Control Laws. All the
employees and external drivers who can get access to the
customers’ products are monitored. For example, the weight of
truck is checked when it enters and leaves the premises to
monitor any abnormal loading.

The Group has established related investigation and whistle-
blowing procedure for any corruption cases. The Group has
zero tolerance to any forms and degrees of bribery or
corruption behaviours in relation to the Group’s business
activities. During the year, no concluded cases (2016: nil)
regarding corrupt practices brought against the issuer or its
employees were noted.
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The Group is committed to contributing to the society and
fostering positive relationship with the communities in which
the Group operates. The Group has related policies and
measures to understand the needs of the community, such as
villagers, employees and non-governmental organisations.
Contribution to the community and maintaining harmonious
relationship with the stakeholders in the region of operation
are crucial for the sustainable development. The Group is
actively involved in different activities as follows:

o Sponsorship of RMB3,000 to Dongguan Port and Shipping
Association (FRZETEM &) to support the development
of port industry.

. Donation of RMB30,000 (2016: RMB50,000) to Dongguan
Charity Federation (Shatian) (R &EESP HD 2) to
support alleviation of poverty.

. Donation to “/NFEAT”, a small village in the community
for supporting the activities and involvement of villagers
to express their needs and demands in order to maintain
a harmonious community.

o Recruitment of local residents with first priority for
housekeeping job duties.

. Participated in the first “Safety Knowledge Contest” (%%
A # % &) organised by the Lisha Island Chemical
Industrial Park (32 &1 TE &) and got the second
runner-up in June 2017. This can raise the awareness of
occupational health and safety among employees and help
the Group to win the honour.

. Participated in the “fEPIB2017F E X HP E B FRAER
b E " and defended the champion successfully. This can
raise the awareness of fire safety among employees.
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(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Hans
Energy Company Limited and its subsidiaries (“the Group”) set
out on pages 70 to 147, which comprise the consolidated
balance sheet as at 31 December 2017, the consolidated
income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes
in equity and the consolidated cash flow statement for the year
then ended and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the
Group as at 31 December 2017 and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRS”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA") and have
been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report. We are independent
of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (“the Code”) together with any
ethical requirements that are relevant to our audit of the
consolidated financial statements in the Cayman Islands, and we
have fulfilled our other ethical responsibilities in accordance
with these requirements and the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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Without qualifying our opinion, we draw attention to note 1(b)
to the consolidated financial statements which describes that
the Group is committed to repay bank loans and interest
totalling HK$111,264,000 within one year and that the Group's
ability to meet these liquidity requirements depends on its
ability to generate sufficient net cash inflows from future
operations and/or other sources. These facts and circumstances
indicate the existence of material uncertainties which may cast
significant doubt on the Group's ability to continue as a going
concern.

The consolidated financial statements have been prepared on a
going concern basis, the validity of which is dependent on the
Group’s ability to generate sufficient cash flows from future
operations and/or other sources to meet its liquidity
commitments. Further details are set out in note 1(b). The
consolidated financial statements do not include any
adjustments that would result should the Group be unable to
continue to operate as a going concern.

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters. In addition to the matter described in the
Material Uncertainty Related to Going Concern section, we have
determined the matters described below to be the key audit
matters to be communicated in our report.

62 ANNUAL REPORT 2017

BT EXRRBER BB IEHEAH
BHmERMT 1) FTM - EREAEL—
FRAEERTEREHNE A H
111,264,000 70 - M ESEETH T
ZERPELFT R BTEETEARRK
Rl  REMKRELETRRES
MAFRE ZEFENBEABTAEERK
THPREZ mEEy BEEEMNFE
KERE NI E R -

REVBRRCERFELEELERE
HAERHEER BEREETARELS
EBRk/IEMBRREERBEESR
E-UmRERBESAK -EZHIE
R EE1b) - A M B RRBEF
BEREEZEERFERERERLEN
HAEAAE -

ARESETEISRERMNE R HE -
RARUAHGEMBRENBARSE
ENER - GLEHEERMEFTER
HEVBHRRARHABRRBETRE
Mo BRMTIEHEEERERERN
ER B EXFFELLEIAEXTHE
E TR Pt EIR SN - T AFIHETE A T
EEHETEENSTHESHRETS
I8 o



B2 BERE

Refer to accounting policy (h) and note 10 to the
consolidated financial statements

The Group’s principal activities are the provision
of terminal, storage, warehousing and
transshipment services for oil and petrochemical
products in the Guangdong province of the
People’s Republic of China (“PRC").

At 31 December 2017, the Group's property,
plant and equipment and interests in land held for
own use under operating leases accounted for
88% of the total assets of the Group. These
assets principally comprised dock and storage
facilities which had a carrying value HK$886
million as at 31 December 2017.

Although during the year ended 31 December
2017, the Group recorded a profit from
operations of HK$49 million overall, one of the
cash-generating units with property, plant and
equipment and interests in land held for own use
under operating leases carried at a value of
HK$878 million as at 31 December 2017,
recorded a loss from operations of HK$39.7
million. In addition, the current economic
environment in the PRC and the volatility of oil
prices have created uncertainty in relation to the
demand for the Group’s facilities. Consequently,
management considered that potential
impairment of property, plant and equipment and
interests in land held for own use under
operating leases existed for this loss making cash-
generating unit (“CGU") as at 31 December
2017.
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Our audit procedures to assess potential
impairment of property, plant and equipment and
interests in land held for own use under
operating leases included the following:

o evaluating management’s identification of
CGUs and the amounts of property, plant
and equipment, interests in land held for
own use under operating leases and other
assets allocated to each CGU;

o assessing and challenging management’s
impairment assessment models, which
included evaluating the impairment
indicators identified by management and
assessing the impairment assessment
methodology with reference to the
requirements of the prevailing accounting
standards;

o obtaining and inspecting the value in use
calculations prepared by management and
on which the directors’ impairment
assessments for property, plant and
equipment and interests in land held for
own use under operating leases were based;

BERIEYE EERERE ARRBGLEHA
SR EE AT bR R ERENET RO
TR RF:

. FETEEYRSELELOBE URS
ENEEEEL S ME - B LR
REGEHERrERtbEEE R

. FEHETEREEEOREGTED . £5Es
RIEITEEANESR  HEE BN
ST CETvtS ol &

. BRURBERERZN BEFETED

CBEREE - L R AR B & RS
LRt LR Gl e L
Er ;

— T+ EFR 63



BYZBERE

Management performed impairment assessments
for property, plant and equipment and interests in
land held for own use under operating leases
using the value in use model and compared the
aggregate carrying values of each separately
identifiable CGU to which the property, plant and
equipment and interests in land held for own use
under operating leases had been allocated with
the net present value of the respective future
cash flow (“discounted cash flow analyses”) to
determine the amount of impairment which
should be recognised for the year, if any.

We identified assessing potential impairment of
property, plant and equipment and interests in
land held for own use under operating leases as
a key audit matter because of the significant
management judgement required in making
assumptions and estimations, which can be
inherently uncertain and could be subject to
management bias.
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challenging the key assumptions and
estimates adopted by management in the
discounted cash flow analyses by comparing
the significant inputs, which included future
revenue and future operating costs with the
historical performance, committed contracts
on hand, the financial budgets of the Group
which had been approved by the directors
and externally derived data, which included
projected growth rates, projected inflation
rates and industry analyses published by
external research institutes;

assessing the discount rates applied in the
discounted cash flow analyses by
benchmarking against those of other similar
companies in the same industry;
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evaluating the historical accuracy of
management’s value in use calculations by
comparing the forecasts at the end of the
previous financial year for revenue and
operating costs with the actual outcomes in
the current year and investigating reasons
for any significant differences between the
forecast and actual results;

performing sensitivity analyses for both the
discount rates and future revenue and
considering the resulting impact on the
impairment assessments and whether there
were any indicators of management bias in
the selection of assumptions.
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The directors are responsible for the other information. The
other information comprises all the information included in the
annual report, other than the consolidated financial statements
and our auditor’s report thereon.

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in
this regard.

The directors are responsible for the preparation of
consolidated financial statements that give a true and fair view
in accordance with HKFRSs issued by the HKICPA and the
disclosure requirements of the Hong Kong Companies
Ordinance and for such internal control as the directors
determine is necessary to enable the preparation of
consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

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

The directors are assisted by the Audit Committee in

discharging their responsibilities for overseeing the Group's
financial reporting process.
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Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. This
report is made solely to you, as a body, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial
statements.

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

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

o Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are
appropriate in the circumstances but not for the purpose
of expressing an opinion on the effectiveness of the
Group’s internal control.

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.
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o Conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause
the Group to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of
the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the
consolidated financial statements. We are responsible for
the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence and communicate with them all relationships and
other matters that may reasonably be thought to bear on our
independence and, where applicable, related safeguards.
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From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the
audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe
these matters in our auditor’'s report unless law or regulation
precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this
independent auditor’s report is Li Shiu Chung.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

22 March 2018
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for the year ended 31 December 2017 HZ=—F—+tF+=-_A=+—HILFE
(Expressed in Hong Kong dollars) (LA 7T 51| /=)

Revenue A 3 274,153 222,347
Direct costs and operating BEERARKEE B A

expenses (173,169) (180,482)

100,984 41,865

Other income H U 4 6,554 2,114
Administrative expenses THEA (58,178) (60,097)
Profit/(loss) from operations mERRN(FR) 49,360 (16,118)
Finance costs 51 7% B A 5(a) (47,441) (55,491)
Profit/(loss) before taxation BREBLAGER(B5E) 5 1,919 (71,609)
Income tax Fris 6(a) 675 (7,699)
Profit/(loss) for the year ERERN(BE) 2,594 (79,308)
Attributable to: FEAL -
Equity shareholders PANYNEET &S

of the Company 355 (75,611)
Non-controlling interests FEIE IR 2= 2,239 (3,697)
Profit/(loss) for the year ERBERN(BE) 2,594 (79,308)
Earnings/(loss) per share BRERN(FR) 9

— basic N 0.01 centsfll  (2.03 centsfl)

— diluted - B8 0.01 centsfll  (2.03 centsfll)

The notes on pages 76 to 147 form part of these financial #EHRF76HE147H 2 W BB LS
statements. MBmEs—&o -
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
REZHEKRER

for the year ended 31 December 20177 HEZE T —+tF+-_A=+—HILFE
(Expressed in Hong Kong dollars) (JA# 7T %1/ /R )

Profit/(loss) for the year FRERN(BER) 2,594 (79,308)
Other comprehensive income FERHEAASE KRG :

for the year:
ltem that may be reclassified subsequently HEmJEEH HLEE

to consolidated income statement: MEBmAMIER

- Exchange differences on translation of - REWE QRIS

financial statements of subsidiaries WK ZIEHER 12,303 (12,501)

Total comprehensive income FALXHWRERE

for the year 14,897 (91,809)
Attributable to: Ak
Equity shareholders of the Company PiNNEST S 11,472 (86,974)
Non-controlling interests FEVE IR = 3,425 (4,835)
Total comprehensive income for the FRALXHEHKRERE

year 14,897 (91,809)

HNETCHE T1478 2 M 5 AHEK 1t &
B mEkz— 2 -

The notes on pages 76 to 147 form part of these financial
statements.
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REEERER

at 31 December 20177 R=ZFE—+F+=-A=+—AH
(Expressed in Hong Kong dollars) (LA 7T 51| /=)

Non-current assets kRBEE
Property, plant and equipment ME - BEREE 10 925,065 938,981
Interests in land held for own use 1BE&LHEERFE
under operating leases ERZ TR 10(b) 230,673 221,861
Prepayments T SR IE 9,941 9,679
Intangible assets mEEE 11 1,743 1,900
Deferred tax assets EETIRE E 18(a) 2,916 2,071
1170338 1,174,492
Current assets REBEE
Interests in land held for own use 1EEKELHEERFIE
under operating leases BRI HER 10(b) 6,743 6,301
Consumable parts JH FE oh 12 11,083 13,497
Trade and other receivables B 5 & H i Y EkIE 14 85,908 66,806
Cash and cash equivalents Re kB EFEHEE 15(a) 41,161 22,235
A 144895 108,839
Current liabilities FEBEE
Other payables and accruals H th B 5RIE R ET R
& A 16 54,777 50,308
Bank loans and other borrowings  RITEF R EMEE 17 64,601 55,897
A 119,378 106,205
Net current assets nB&EEFE 00000000000 25517 2,634
Total assets less current HWEERRBER
liabilities 1,195,855 1,177,126
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at 31 December 2017 R=_ZF—+ 4

f =+—8
(Expressed in Hong Kong dollars) (A 7 7 )

/\
31l 7R)

Non-current liabilities
Bank loans and other borrowings
Amounts due to related parties

NET ASSETS/(LIABILITIES)

CAPITAL AND RESERVES
Share capital
Reserves

Total deficit attributable to
equity shareholders of the
Company

Non-controlling interests

TOTAL EQUITY/(DEFICIT)

ERBREE
RITERREMBEES
FE S BA RS 5 2 SRR

& (&fE)FE
EXREE

[N

ffé 18

EATRR
P 15 48 185 A

FERES

MR (BA)

Approved and authorised for issue by the board of directors on

22 March 2018.

Yang Dong
i ES
Director

EF

The notes on pages 76 to 147 form part of these financial

statements.

17 922,363 924,536
19 265,094 259,089
1187457 ozl |

8,398 (6,499)

22(b) 373,264 373,264
(384,020) (395,492)

(10,756) (22,228)

19,154 15,729

8,398 (6,499)

R-ZE—-N\E=-A-+-—AEEEZ=H
AR AR T B o

Zhang Lei
RE
Director

EF

HNEICER147TE 2 M EAHAK I E
B mik e —2H -
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r.-a HANS ENERGY COMPANY LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN
REREBBXR

for the year ended 31 December 2017 HE T —+F+-_A=+—HILFE
(Expressed in Hong Kong dollars) (JA % 7T %1 /R)

EQUITY

Attributable to equity shareholders of the Company

KRARREGRE
Non-
Share Share Special ~ Translation  Statutory Capital ~ Accumulated controlling
capital  premium  reserve  reseve  resewe reseme losses Totll interests  Total equity
Bk ROEE  KBRE  EXEE  tREE  ERRE  RifEE a4 FERER BEn
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000
i i i i i i i i i i
Balance at 1 January 2016 Ho§-RE-F-AzkR 313,264 710411 (251,428) 100,182 31947 469 (899,6%) 65,215 20,564 85,719
Changes in equity for 2016: “E-RERERE:
Loss for the year EnER - - - - - - (e (7 367 (19308)
Other comprehensive income E2ENE = = = (11363) = = = (11363) (1139) (12501
Total comprehensive income 2ENESE - = = (11363) = = (156M) (86974) (4839) (91,809)
Redemption of convetile bonds EETRRES - - - - - (469) - (469) - (19)
Balance at 31 December 2016 H=8-AE+ZA=t-8R
and 1 January 2017 E-tE-B-AuH 313,264 nan (251,428) 88819 1% - (975,307) (22.228) 15729 (6,499)
Changes in equity for 2017: “R-tERERE:
Profit for the year ERET - - - - - - 35 355 23 25%
Other comprefensive income Lh2AkE - - - 117 - - - 117 1,186 12308
Total comprehensive income 2EhERE - - - 11 - - 355 1141 345 14,897
Balance at 31 December 2017 Ho8-tE+ZAZ1-R
Pt ] 373,264 no4n (251,428) 99,936 31947 - (974,952) (10,756) 19,154 8398

HNREICEE14TE 2 AAK I E
B mERZ—Bo -

The notes on pages 76 to 147 form part of these financial
statements.
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1172 N = }Eﬁlﬂbgﬁ
for the year ended 31 December 2017 Bl Z—=F —+
(Expressed in Hong Kong dollars) (B4 7 7T 51 7R)

Operating activities
Cash generated from operations

Net cash generated from
operating activities

Investing activities

Payment for the purchase of
property, plant and equipment

Payment for the purchase of
intangible assets

Prepayments for acquisition of
property, plant and equipment

Interest received

Proceeds from disposals of
property, plant and equipment

Net cash used in investing
activities

Financing activities

Interest paid

Advances from a related party
Repayment to a related party
Repayment of bank loans
Repayment of convertible bonds

Net cash used in financing
activities

Net increase/(decrease) in cash
and cash equivalents

Cash and cash equivalents at
1 January

Effect of foreign exchange rate
changes

Cash and cash equivalents at
31 December

The notes on pages 76 to 147 form part of these financial

statements.

|l
Jn
|1

—BIEFE

EXEH
REXBHBARE

EETDFEREFR

REZEE
BAYE  BEMRE
ZX

BABREEZXH

BADE BENMRE
Z TN RIA

B WA B
HEME - BB R&RE
Z P15 58

REZFHFARE FHE

BMEEH
A E
RARE 77 B S 00R
15 32 A Bt 75 5K 0R
BEBITER

BE AR ES

MEETHMARSFE

BeRkREEHEEH
#@m, (i) B8

R—A—HZBRER
Re%EER

HNEERSH 2 XE

R+=BA=+—-8%2
RENRRELZEEE

15(b) 133,330 88,060
A 13333 059
(6,496) (20,066)

- (96)

(1,885) -

249 313

- 32

I 8132 \2517)

15(c) (47,526) (55,813)
15(c) 19,132 43,322
15(c) (19,606) (5,852)
15(c) (59,973) (29,259)
- (50,000)

. (07.973) (o)
17,225 (29,359)

22,235 52,703

1,701 (1,109)

15(a) 41,161 22,235
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(Expressed in Hong Kong dollars unless otherwise indicated) (JA/E TR © 83

76

(a)

(b)

Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”), which collective
term includes all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"), accounting
principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong
Companies Ordinance. These consolidated financial
statements also comply with the applicable
disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”). Significant
accounting policies adopted by the Group are
disclosed below.

The HKICPA has issued certain new and revised
HKFRSs that are first effective or available for early
adoption for the current accounting period of the
Group. Note 1(c) provides information on any
changes in accounting policies resulting from initial
application of these developments to the extent that
they are relevant to the Group for the current and
prior accounting periods reflected in these financial
statements.

Basis of preparation of the financial statements
The consolidated financial statements for the year
ended 31 December 2017 comprise the Company
and its subsidiaries.

The measurement basis used in the preparation of
the financial statements is the historical cost basis.

ANNUAL REPORT 2017
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(Expressed in Hong Kong dollars unless otherwise indicated) (A % T %1 7=

(b)

BEBHEBRIN

Basis of preparation of the financial statements
(continued)

As disclosed in note 23(b), the Group is committed
to incur non-operating cash outflows of
$111,264,000 within one year, being (i) repayment
of bank loans of $32,300,000 in June 2018 and
$32,301,000 in December 2018; and (i) payment of
interest of $46,663,000. The Group will be unable
to repay these bank loans and interest in full when
they fall due unless it is able to generate sufficient
net cash inflows from its operations and/or other
sources, since as at 31 December 2017, the Group
only had cash and cash equivalents of $41,161,000.

The directors have been taking various initiatives to
improve the Group’s liquidity, which include:

— implementing various strategies to improve the
Group’s storage, warehousing and
transshipment income to generate additional
operating cash inflows;

—  putting extra efforts on the collection of trade
debtors to improve the debtors turnover days;
and

— actively and regularly reviewing its capital
structure and sourcing additional capital by
issuing bonds or new shares, where
appropriate.

As part of its going concern assessment, the Group
has carried out a review of its cash flow forecast
and concluded that material uncertainties exist
regarding the Group’s ability to successfully
implement the above initiatives and therefore the
achievability of the forecast.

These facts and circumstances continue to indicate
the existence of material uncertainties which may
cast significant doubt on the Group’s ability to
continue as a going concern and, therefore, it may
be unable to realise its assets and discharge its
liabilities in the normal course of business.

(b)

BBBRZEREE(F)

BN 230 T - A K
EMOARN—FRNELIFLE
I8 4 % F8111,264,0007T
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(b)

Basis of preparation of the financial statements
(continued)

Based on the directors’ intentions and the cash flow
forecast mentioned above, the directors are of the
opinion that it is appropriate to prepare the Group’s
financial statements for the vyear ended
31 December 2017 on a going concern basis.
Should the Group not be able to continue to
operate as a going concern, adjustments would
have to be made to write down the value of assets
to their recoverable amounts, to provide for further
liabilities which might arise and to reclassify non-
current assets and non-current liabilities as current
assets and current liabilities respectively. The effect
of these adjustments has not been reflected in these
financial statements.

The preparation of financial statements in
conformity with HKFRSs requires management to
make judgements, estimates and assumptions that
affect the application of policies and reported
amounts of assets, liabilities, income and expenses.
The estimates and associated assumptions are based
on historical experience and various other factors
that are believed to be reasonable under the
circumstances, the results of which form the basis of
making the judgements about carrying values of
assets and liabilities that are not readily apparent
from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in
which the estimate is revised if the revision affects
only that period, or in the period of the revision
and future periods if the revision affects both
current and future periods.

Judgements made by management in the
application of HKFRSs that have significant effect on
the financial statements and major sources of
estimation uncertainty are discussed in note 2.

ANNUAL REPORT 2017

(b)

MBBRZEUEE(E)

ENELAEEERERERN
BR EXERRBEFHERLE
HEREAKSEHE_F
—tF+ZA=+—HIEF
BB HRREBAE i
AEBEEIEBRSELE
HEEZZ  AAFELHAE-
UHREEBEZE AT KM
CRIMAEEECEMLE
BB AEBERBEE
EIERBBEDREFH HE
SRBEEMRBAE - %
FRBZEELARNZFM
B RR R -

RRAETE(EEVBRS
BNz T @K BEEES
ERAFERRERNALE
E-AE WARHAXZZ
HEEELHE - A RR
& AR RIABAERR

REBERER UAZHAE
BREBATHEBAEZH
MAERMEL  BHEERE
P 2R e H Al & B R B
TZEENBBZREERE
oA 2 B BERERA
EEEBRABAAMTR -

ARX R FFE Y G F REER
REITRE - MR GFHEE
ZENEFEZIHE AF
MEEEGTEEHAEE
RAMREBAERTEXR
HifE MR REAME - BB R
270 5 B HA ) Ko oK 2K HA ) B

7
i

Bt 5k 25 ot B TR JE A FE A S B
BHRERBEAZEN(ER
R % i & 2 R B PR AE A9 #
B AT A EEENEE
R e



Bt 75 3R 2R B R

(Expressed in Hong Kong dollars unless otherwise indicated) (A& L% 7R + 5 %

(c)

(d)

ELEE D)

Changes in accounting policies

The HKICPA has issued several amendments to
HKFRSs that are first effective for the current
accounting period of the Group. None of these
impact on the accounting policies of the Group.
However, additional disclosure has been included in
note 15(c) to satisfy the new disclosure
requirements introduced by the amendments to
HKAS 7, Statement of cash flows: Disclosure
initiative, which require entities to provide
disclosures that enable users of financial statements
to evaluate changes in liabilities arising from
financing activities, including both changes arising
from cash flows and non-cash changes.

The Group has not applied any new standard or
interpretation that is not yet effective for the
current accounting period.

Subsidiaries and non-controlling interests
Subsidiaries are entities controlled by the Group.
The Group controls an entity when it is exposed, or
has rights, to variable returns from its involvement
with the entity and has the ability to affect those
returns through its power over the entity. When
assessing whether the Group has power, only
substantive rights (held by the Group and other
parties) are considered.

An investment in a subsidiary is consolidated into
the consolidated financial statements from the date
that control commences until the date that control
ceases. Intra-group balances, transactions and cash
flows and any unrealised profits arising from intra-
group transactions are eliminated in full in preparing
the consolidated financial statements. Unrealised
losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains but
only to the extent that there is no evidence of
impairment.
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(d)

LA E RN

Subsidiaries and non-controlling interests
(continued)

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to
the Company, and in respect of which the Group
has not agreed any additional terms with the
holders of those interests which would result in the
Group as a whole having a contractual obligation in
respect of those interests that meets the definition
of a financial liability. For each business
combination, the Group can elect to measure any
non-controlling interests either at fair value or at the
non-controlling interests’ proportionate share of the
subsidiary’s net identifiable assets.

Non-controlling interests are presented in the
consolidated balance sheet within equity, separately
from equity attributable to the equity shareholders
of the Company. Non controlling interests in the
results of the Group are presented on the face of
the consolidated income statement and the
consolidated statement of comprehensive income as
an allocation of the total profit or loss and total
comprehensive income for the year between non-
controlling interests and the equity shareholders of
the Company. Loans from holders of non-
controlling interests and other contractual
obligations towards these holders are presented as
financial liabilities in the consolidated balance sheet
in accordance with notes 1(m) or (p) depending on
the nature of the liability.

Changes in the Group's interests in a subsidiary that
do not result in a loss of control are accounted for
as equity transactions, whereby adjustments are
made to the amounts of controlling and non-
controlling interests within consolidated equity to
reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or
loss is recognised.
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(e)

REEHERIN

Subsidiaries and non-controlling interests
(continued)

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in
that subsidiary, with a resulting gain or loss being
recognised in profit or loss. Any interest retained in
that former subsidiary at the date when control is
lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a
financial asset or, when appropriate, the cost on
initial recognition of an investment in an associate
or joint venture.

In the Company’s balance sheet, an investment in a
subsidiary is stated at cost less impairment losses
(see note 1(h)).

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses (see
note 1(h)).

The cost of self-constructed items of property, plant
and equipment includes the cost of materials, direct
labour, the initial estimate, where relevant, of the
costs of dismantling and removing the items and
restoring the site on which they are located, and an
appropriate proportion of production overheads and
borrowing costs (see note 1(1)).

Gains or losses arising from the retirement or
disposal of an item of property, plant and
equipment are determined as the difference
between the net disposal proceeds and the carrying
amount of the item and are recognised in profit or
loss on the date of retirement or disposal.
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(e)

(f)

(9)

Property, plant and equipment (continued)
Depreciation is calculated to write off the cost of
items of property, plant and equipment, less their
residual value, if any, using the straight-line method
over their estimated useful lives as follows:

— Buildings 30 years
— Dock and storage facilities 5-30 years
— Office equipment 5-10 years
— Motor vehicles 5-10 years

— Leasehold improvements  Over the term of the lease

Where parts of an item of property, plant and
equipment have different useful lives, the cost of
the item is allocated on a reasonable basis between
the parts and each part is depreciated separately.
Both the useful life of an asset and its residual
value, if any, are reviewed annually.

Intangible assets

Intangible assets that are acquired by the Group are
stated at cost less accumulated amortisation (where
the estimated useful life is finite) and impairment
losses (see note 1(h)). Amortisation of club
memberships is charged to profit or loss on a
straight-line basis over the estimated useful lives of
17 to 20 years.

Both the period and method of amortisation are
reviewed annually.

Leased assets

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

Leased assets (continued)

()

(i)

Classification of assets leased to the Group
Assets that are held by Group under leases
which transfer to the Group substantially all
the risks and rewards of ownership are
classified as being held under finance leases.
Leases which do not transfer substantially all
the risks and rewards of ownership to the
Group are classified as operating leases,
except that land held for own use under an
operating lease, the fair value of which cannot
be measured separately from the fair value of
a building situated thereon at the inception of
the lease, is accounted for as being held
under a finance lease, unless the building is
also clearly held under an operating lease. For
these purposes, the inception of the lease is
the time that the lease was first entered into
by the Group, or taken over from the previous
lessee.

Operating lease charges

Where the Group has the use of assets held
under operating leases, payments made under
the leases are charged to profit or loss in
equal instalments over the accounting periods
covered by the lease term, except where an
alternative basis is more representative of the
pattern of benefits to be derived from the
leased asset. Lease incentives received are
recognised in profit or loss as an integral part
of the aggregate net lease payments made.
Contingent rentals are charged to profit or
loss in the accounting period in which they are
incurred.

The cost of acquiring land held under an
operating lease is amortised on a straight-line
basis over the period of the lease term.
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(i

Impairment of receivables

Current and non-current receivables that are
stated at cost or amortised cost are reviewed
at each balance sheet date to determine
whether there is objective evidence of
impairment. Objective evidence of impairment
includes observable data that comes to the
attention of the Group about one or more of
the following loss events:

— significant financial
debtor;

difficulty of the

— a breach of contract, such as a default
or delinquency in interest or principal
payments;

— it becoming probable that the debtor will
enter bankruptcy or other financial
reorganisation; and

— significant changes in the technological,
market, economic or legal environment
that have an adverse effect on the
debtor.

If any such evidence exists, the impairment
loss is measured as the difference between
the asset’s carrying amount and the present
value of estimated future cash flows,
discounted at the financial asset’s original
effective interest rate (i.e. the effective interest
rate computed at initial recognition of these
assets), where the effect of discounting is
material. This assessment is made collectively
where these financial assets share similar risk
characteristics, such as similar past due status,
and have not been individually assessed as
impaired. Future cash flows for financial assets
which are assessed for impairment collectively
are based on historical loss experience for
assets with credit risk characteristics similar to
the collective group.
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(h)

BEBHEBRIN

Impairment of assets (continued)

()

Impairment of receivables (continued)

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised, the
impairment loss is reversed through profit or
loss. A reversal of an impairment loss shall not
result in the asset’s carrying amount exceeding
that which would have been determined had
no impairment loss been recognised in prior
years.

Impairment losses are written off against the
corresponding assets directly, except for
impairment losses recognised in respect of
trade debtors and bills receivable included
within trade and other receivables, whose
recovery is considered doubtful but not
remote. In this case, the impairment losses for
doubtful debts are recorded using an
allowance account. When the Group is
satisfied that recovery is remote, the amount
considered irrecoverable is written off against
trade debtors and bills receivable directly and
any amounts held in the allowance account
relating to that debt are reversed. Subsequent
recoveries of amounts previously charged to
the allowance account are reversed against the
allowance account. Other changes in the
allowance account and subsequent recoveries
of amounts previously written off directly are
recognised in profit or loss.

(h)

EERE#E)

()

FE W =R R B ()

fied 7 EL 12 A PR RUEL B 1B
TERR D - A% R A A]
BB R R R ERE
REBEZEMHARA
AREBES A BIRRE
AR5 o OB 2 REE
BrEEHREERTE
HRE B I AR
MEBR -

MERBEERLAREEE
REZRME  ERes
FERKE 5 K EH AR
B AU I AR A ]
e IR T EL R R UK
B 55 AR ERRIRE
RHEVRE B IRERSN - R
RROBL1EL B 18 DA B AR T
8% o MAKEAEFKD
HERIE - RS T
BHERESEREES
AL ERREFER
M MAEREBRTSE
AZEENENERS
W B o 2 AT AR
BRORBEEERK
@ - RIMERARIR B B
AR - BERAEM
HE) K2 I EEMEEM
HEgWERE - 9%
B RAER -

— T+ EFR 85



B %5 3 R B &

(Expressed in Hong Kong dollars unless otherwise indicated) (PA 7T %I 7R »

86

(h)

Impairment of assets (continued)

(ii) Impairment of other assets
Internal and external sources of information
are reviewed at each balance sheet date to
identify indications that the following assets
may be impaired or an impairment loss
previously recognised no longer exists or may
have decreased:

—  property, plant and equipment;

— interests in land held for own use under
operating leases;

— intangible assets;

— non-current prepayments; and

— investments in subsidiaries in the
Company’s balance sheet.
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(h) Impairment of assets (continued)

(ii)

Impairment of other assets (continued)
If any such indication exists, the asset's
recoverable amount is estimated.

Calculation of recoverable amount

The recoverable amount of an asset is
the greater of its fair value less costs of
disposal and value in use. In assessing
value in use, the estimated future cash
flows are discounted to their present
value using the pre-tax discount rate
that reflects current market assessments
of the time value of money and the risks
specific to the asset. Where an asset
does not generate cash inflows largely
independent of those from other assets,
the recoverable amount is determined
for the smallest group of assets that
generates cash inflows independently
(i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in
profit or loss if the carrying amount of
an asset, or the cash-generating unit to
which it belongs, exceeds its recoverable
amount. Impairment losses recognised in
respect of cash-generating units are
allocated to reduce the carrying amount
of the assets in the unit (or group of
units) on a pro rata basis, except that
the carrying value of an asset will not be
reduced below its individual fair value
less costs of disposal (if measurable) or
value in use (if determinable).
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(h)

()

()

(k)

Impairment of assets (continued)
(ii) Impairment of other assets (continued)
—  Reversal of impairment losses

An impairment loss is reversed if there
has been a favourable change in the
estimates used to determine the
recoverable amount. A reversal of an
impairment loss is limited to the asset’s
carrying amount that would have been
determined had no impairment loss been
recognised in prior years. Reversals of
impairment losses are credited to the
profit or loss in the year in which the
reversals are recognised.

Consumable parts

Consumable parts held for repair and maintenance
purposes by the Group are stated at cost less any
provision for obsolescence.

Trade and other receivables

Trade and other receivables are initially recognised
at fair value and thereafter stated at amortised cost
using the effective interest method, less allowance
for impairment of doubtful debts (see note 1(h)),
except where the receivables are interest-free loans
made to related parties without any fixed
repayment terms or the effect of discounting would
be immaterial. In such cases, the receivables are
stated at cost less allowance for impairment of
doubtful debts.

Convertible bonds

Convertible bonds that can be converted to equity
share capital at the option of the holder, where the
number of shares that would be issued on
conversion and the value of the consideration that
would be received at that time do not vary, are
accounted for as compound financial instruments
which contain both a liability component and an
equity component.
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0]

(m)

B A E RN

Convertible bonds (continued)

At initial recognition the liability component of the
convertible bonds is measured as the present value
of the future interest and principal payments,
discounted at the market rate of interest applicable
at the time of initial recognition to similar liabilities
that do not have a conversion option. Any excess of
proceeds over the amount initially recognised as the
liability component is recognised as the equity
component. Transaction costs that relate to the
issue of a compound financial instrument are
allocated to the liability and equity components in
proportion to the allocation of proceeds.

The liability component is subsequently carried at
amortised cost. The interest expense recognised in
profit or loss on the liability component is calculated
using the effective interest method. The equity
component is recognised in the capital reserve until
either the bond is converted or redeemed.

If the bond is converted, the capital reserve,
together with the carrying amount of the liability
component at the time of conversion, is transferred
to share capital and share premium as consideration
for the shares issued. If the bond is redeemed, the
capital reserve is released directly to retained
profits.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and
other financial institutions, and short-term, highly
liquid investments that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially
at fair value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing
borrowings are stated at amortised cost with any
difference between the amount initially recognised
and redemption value being recognised in profit or
loss over the period of the borrowings, together
with any interest and fees payable, using the
effective interest method.
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(n)

Employee benefits

()

(ii)

Short-term employee benefits and
contributions to defined contribution
retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution
retirement plans and the cost of non-
monetary benefits are accrued in the year in
which the associated services are rendered by
employees. Where payment or settlement is
deferred and the effect would be material,
these amounts are stated at their present
values.

Share-based payments

The fair value of share options granted to
employees is recognised as an employee cost
with a corresponding increase in a share-
based compensation reserve within equity. The
fair value is measured at grant date after
taking into account the terms and conditions
upon which the options were granted. Where
the employees have to meet vesting
conditions before becoming unconditionally
entitled to the options, the total estimated fair
value of the share options is spread over the
vesting period, taking into account the
probability that the options will vest.

During the vesting period, the number of
share options that is expected to vest is
reviewed. Any resulting adjustment to the
cumulative fair value recognised in prior years
is charged/credited to the profit or loss for the
year of the review, unless the original
employee expenses qualify for recognition as
an asset, with a corresponding adjustment to
the share-based compensation reserve. On
vesting date, the amount recognised as an
expense is adjusted to reflect the actual
number of options that vest (with a
corresponding adjustment to the share-based
compensation reserve) except where forfeiture
is only due to not achieving vesting conditions
that relate to the market price of the
Company’s shares. The equity amount is
recognised in the share-based compensation
reserve until either the option is exercised
(when it is transferred to the share premium
account) or the option expires (when it is
released directly to accumulated losses).
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(o)

BixBEEBRIN)

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities.
Current tax and movements in deferred tax assets
and liabilities are recognised in profit or loss except
to the extent that they relate to items recognised in
other comprehensive income or directly in equity, in
which case the relevant amounts of tax are
recognised in other comprehensive income or in
equity, respectively.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates enacted
or substantively enacted at the balance sheet date,
and any adjustment to tax payable in respect of
previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between the
carrying amounts of assets and liabilities for
financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses
and unused tax credits.

Apart from certain limited exceptions, all deferred
tax liabilities, and all deferred tax assets to the
extent that it is probable that future taxable profits
will be available against which the asset can be
utilised, are recognised. Future taxable profits that
may support the recognition of deferred tax assets
arising from deductible temporary differences
include those that will arise from the reversal of
existing taxable temporary differences, provided
those differences relate to the same taxation
authority and the same taxable entity, and are
expected to reverse either in the same period as the
expected reversal of the deductible temporary
difference or in periods into which a tax loss arising
from the deferred tax asset can be carried back or
forward. The same criteria are adopted when
determining whether existing taxable temporary
differences support the recognition of deferred tax
assets arising from unused tax losses and credits,
that is, those differences are taken into account if
they relate to the same taxation authority and the
same taxable entity, and are expected to reverse in
a period, or periods, in which the tax loss or credit
can be utilised.
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(o)

Income tax (continued)

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from the initial recognition of assets or
liabilities that affect neither accounting nor taxable
profit (provided they are not part of a business
combination) and temporary differences relating to
investments in subsidiaries to the extent that, in the
case of taxable differences, the Group controls the
timing of the reversal and it is probable that the
differences will not reverse in the foreseeable
future, or in the case of deductible differences,
unless it is probable that they will reverse in the
future.

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the balance sheet date. Deferred tax
assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is
reviewed at each balance sheet date and is reduced
to the extent that it is no longer probable that
sufficient taxable profits will be available to allow
the related tax benefit to be utilised. Any such
reduction is reversed to the extent that it becomes
probable that sufficient taxable profits will be
available.

Deferred tax liabilities are recognised for taxable
temporary differences arising on undistributed
profits of investments in subsidiaries, except where
the Group is able to control the reversal of
temporary differences and it is probable that the
temporary differences will not reverse in the
foreseeable future.
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(o)

(p)

Income tax (continued)

Current tax balances and deferred tax balances, and
movements therein, are presented separately from
each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax
assets against deferred tax liabilities, if the Company
or the Group has the legally enforceable right to set
off current tax assets against current tax liabilities
and the following additional conditions are met:

— in the case of current tax assets and liabilities,
the Company or the Group intends either to
settle on a net basis, or to realise the asset
and settle the liability simultaneously; or

— in the case of deferred tax assets and liabilities,
if they relate to income taxes levied by the
same taxation authority on either:

—  the same taxable entity; or

— different taxable entities, which, in each
future period in which significant
amounts of deferred tax liabilities or
assets are expected to be settled or
recovered, intend to realise the current
tax assets and settle the current tax
liabilities on a net basis or realise and
settle simultaneously.

Other payables

Other payables (including amounts due to related
parties) are initially recognised at fair value and are
subsequently stated at amortised cost unless the
effect of discounting would be immaterial, in which
case they are stated at cost.
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(a)

(r)

Provisions and contingent liabilities (continued)
Provisions are recognised for other liabilities of
uncertain timing or amount when the Group or the
Company has a legal or constructive obligation
arising as a result of a past event, it is probable
that an outflow of economic benefits will be
required to settle the obligation and a reliable
estimate can be made. Where the time value of
money is material, provisions are stated at the
present value of the expenditure expected to settle
the obligation.

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

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable. Provided it is
probable that the economic benefits will flow to the
Group and the revenue and costs, if applicable, can
be measured reliably, revenue is recognised in profit
or loss as follows:

(i) Rental income receivable under operating
leases is recognised in profit or loss in equal
instalments over the periods covered by the
lease term, except where an alternative basis
is more representative of the pattern of
benefits to be derived from the use of the
leased asset. Lease incentives granted are
recognised in profit or loss as an integral part
of the aggregate net lease payments
receivable.

(i) Port income is recognised upon performance
of the services.

(iii)  Interest income is recognised as it accrues using
the effective interest method.
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(r)

(s)

B A E RN

Revenue recognition (continued)

(iv) Government grants are recognised in the
balance sheet initially when there s
reasonable assurance that they will be received
and that the Group will comply with the
conditions attaching to them. Grants that
compensate the Group for expenses incurred
are recognised as income in profit or loss on a
systematic basis in the same periods in which
the expenses are incurred. Grants that
compensate the Group for the cost of an
asset are deducted from the carrying amount
of the asset and consequently are effectively
recognised in profit or loss over the useful life
of the asset by way of reduced depreciation
expense.

Translation of foreign currencies

The functional currencies of the Company and its
subsidiaries in the PRC are Hong Kong dollars and
Renminbi Yuan (“RMB”) respectively. The Group
adopted Hong Kong dollars as its presentation
currency.

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at
the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at
the foreign exchange rates ruling at the balance
sheet date. Exchange gains or losses are recognised
in profit or loss.

Non-monetary assets and liabilities that are
measured in terms of historical cost in a foreign
currency are translated using the foreign exchange
rates ruling at the transaction dates. Non-monetary
assets and liabilities denominated in foreign
currencies that are stated at fair value are translated
using the foreign exchange rates ruling at the dates
the fair value was measured.
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(s)

(t)

Translation of foreign currencies (continued)
The results of operations with functional currency
other than Hong Kong dollars are translated into
Hong Kong dollars at the exchange rates
approximating the exchange rates ruling at the
dates of the transactions. Balance sheet items are
translated into Hong Kong dollars at the closing
exchange rates at the balance sheet date. The
resulting exchange differences are recognised in
other comprehensive income and accumulated
separately in equity in the translation reserve.

On disposal of an operation with functional currency
other than Hong Kong dollars, the cumulative
amount of the exchange differences relating to that
operation is reclassified from equity to profit or loss
when the profit or loss on disposal is recognised.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset
which necessarily takes a substantial period of time
to get ready for its intended use or sale are
capitalised as part of the cost of that asset. Other
borrowing costs are expensed in the period in which
they are incurred.

The capitalisation of borrowing costs as part of the
cost of a qualifying asset commences when
expenditure for the asset is being incurred,
borrowing costs are being incurred and activities
that are necessary to prepare the asset for its
intended use. Capitalisation of borrowing costs is
suspended or ceases when substantially all the
activities necessary to prepare the qualifying asset
for its intended use are complete.
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ELEE D)

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

(a)

has control or joint control over the
Group;

has significant influence over the Group;
or

is a member of the key management
personnel of the Group or the Group’s
parent.

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

(ii)

(iii)

(iv)

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

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

Both entities are joint ventures of the
same third party.

One entity is a joint venture of a third
entity and the other entity is an
associate of the third entity.
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(u)

(v)

Related parties (continued)
(b)  (continued)

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

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

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

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

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

Segment reporting

Operating segments, and the amounts of each
segment item reported in the financial statements,
are identified from the financial information
provided regularly to the Group’s most senior
executive management for the purposes of
allocating resources to, and assessing the
performance of, the Group’s various lines of
business and geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless
the segments have similar economic characteristics
and are similar in respect of the nature of products
and services, the nature of production processes,
the type or class of customers, the methods used to
distribute the products or provide the services, and
the nature of the regulatory environment. Operating
segments which are not individually material may be
aggregated if they share a majority of these criteria.
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BEBHEBRIN

The critical accounting judgements in applying the
Group’s accounting policies and key sources of estimation
uncertainty are as follows:

(a)

(b)

(c)

Going concern

As disclosed in note 1(b), the directors have
prepared the financial statements on a going
concern basis as they are of the opinion that the
Group has adequate sources of liquidity to fund the
Group’s working capital and to meet its debt
obligations as they become due based on the cash
flow forecast prepared by the directors. Any adverse
result on the actual future cash flow would affect
the Group’s ability to continue as a going concern.

Impairments

The Group reviews the carrying amounts of assets at
each balance sheet date to determine whether there
is objective evidence of impairment. When indication
of impairment is identified, management prepares
discounted future cash flow to assess the
differences between the carrying amount and value
in use and provides for impairment loss. Any change
in the assumptions adopted in the cash flow
forecasts would increase or decrease in the
provision of impairment loss and affect the Group’s
financial position.

Provision for impairment of trade and other
receivables is assessed and provided based on the
management’s regular review of ageing analysis and
evaluation of collectibility. A considerable level of
judgement is exercised by the directors when
assessing the credit worthiness and past collection
history of each individual customer. Any increase or
decrease in the provision would affect the Group’s
profit or loss in future years.

Depreciation

Property, plant and equipment are depreciated on a
straight-line basis over the estimated useful lives of
the assets. The Group reviews the estimated useful
lives of the assets regularly in order to determine
the amount of depreciation expense to be recorded
during the reporting period. The depreciation
expense for future periods is adjusted if there are
significant changes from previous estimation.
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(Expressed in Hong Kong dollars unless otherwise indicated) (A& L3R + BH =
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(d)

(a)

B E BN

Provision for taxation

Judgment is required in determining the provision
for income taxes. There are transactions during the
ordinary course of business for which calculations of
the ultimate tax provision is uncertain. The final
outcomes are subject to uncertainties and resulting
liabilities may exceed provisions or tax losses may
not be carried forward.

Recognition of deferred tax assets, which principally
related to tax loses, depends on the management’s
expectation of taxable profit that will be available
against which the tax losses can be utilised. Any
difference of the actual outcome and estimated
profit would affect the utilisation of deferred tax
assets.

Revenue

The principal activities of the Group are provision of
terminal, storage, warehousing and transshipment
services for oil and petrochemical products.

Revenue represents port income and storage,
warehousing and transshipment income. The
amount of each significant category recognised in
revenue during the year is as follows:

T BER
2 85 U A
BOWA

Storage, warehousing and
transshipment income
Port income

In 2017, the Group has no customer (2016: Nil)
with whom transactions have exceeded 10% of the
Group's revenues. Details of concentrations of credit
risk arising from the Group’s major customers are
set out in note 23(a).
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(d)

(a)
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(Expressed in Hong Kong dollars unless otherwise indicated) (A % T %1 7=

(b)

BEBHEBRIN

Segment reporting

The Group manages its businesses by entities, which
are organised by geography. In a manner consistent
with the way in which information is reported
internally to the Group’s most senior executive
management for the purposes of resource allocation

and performance assessment,

the Group has

identified the following two reportable segments.
No operating segments have been aggregated to
form the following reportable segments.

()

Xiao Hu Island Terminal (“XHIT"): this segment
represents the Group’s provision of terminal,
storage, warehousing and transshipment
activities carried out in Panyu, the PRC.

Dongzhou International Terminal (“DZIT"”): this
segment represents the Group's provision of
terminal, storage and transshipment activities
carried out in Dongguan, the PRC.

Segment results, assets and liabilities

For the purposes of assessing segment
performance and allocating resources between
segments, the Group’s senior executive
management monitors the results, assets and
liabilities attributable to each reportable
segment on the following bases:

Segment assets include all tangible, intangible
assets and current assets with the exception of
investments in subsidiaries and other
corporate assets. Segment liabilities include
other payables and accruals attributable to the
individual segments and bank borrowings
managed directly by the segments.

(b)
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(Expressed in Hong Kong dollars unless otherwise indicated) (PA 7T %I 7R »
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(b)

Segment reporting (continued)

(i

Segment results, assets and liabilities
(continued)

Revenue and expenses are allocated to the
reportable segments with reference to revenue
generated by those segments and the
expenses incurred by those segments or which
otherwise arise from the depreciation or
amortisation of assets attributable to those
segments.

The measure used for reporting segment
profit/(loss) is “profit/(loss) before taxation”,
i.e. "adjusted earnings/(losses) before taxes”.
To arrive at “profit/(loss) before taxation”, the
Group’s earnings/(losses) are further adjusted
for items not specifically attributed to
individual segments, such as head office or
corporate administration costs.

In addition to receiving segment information
concerning profit/(loss) before taxation,
management is provided with segment
information concerning revenue, interest
income and finance costs.
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(Expressed in Hong Kong dollars unless otherwise indicated) (JA# 7T 51 7R + 5 A # B3 & K Hh)

(b)
()

ERERARALE rgu=rg

3  REVENUE AND SEGMENT REPORTING (continued) 3 WARDBEE (&)
Segment reporting (continued) (b) DWWE(E)
Segment results, assets and liabilities (i) "HEE BEREE
(continued) (&)
Information regarding the Group's reportable BHE_Z—+tFR=F
segments provided to the Group’s most senior —R"F+ZA=+—8H
executive management for the purposes of IEE  BERETR
resource allocation and assessment of segment SEERSETHREEA
performance for the years ended BUD BRI ED
31 December 2017 and 2016 is set out BRI\ AEE T HRE
below. DEBERIE I T -
XHIT DZIT Total
NERILE ®MALE #st
2016 2017
== ZE-tF
$'000 $'000
T T
Reportable AREHHRA
segment
revenue 163,441 124,231 110,712 98,116 274,153 222,347
Reportable RS D HBERFA
segment profit/ &,/ (E18)
(loss) before
taxation 70,217 35,210 (39,655) (74,487) 30,562 (39,277)
Interest income I B4 A 213 258 31 41 244 299
Finance costs BB 6,032 6,421 41,409 46,900 47,441 53,321
Reportable AREHHEE
segment assets 1,304,578 1,232,906 953,092 944,885 2,257,670 2,177,791
Reportable ARESBERE
segment
liabilities 1,089,754 1,094,470 972,065 924,265 2,061,819 2,018,735
—E—tEFR

N
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(Expressed in Hong Kong dollars unless otherwise indicated) (LA 7 LI 7R + 3 & 7 BE & B 51
(b) Segment reporting (continued) (b) DEHE(E)

(i) Reconciliations of reportable segment (i) THREDIFWA B
revenues, profit or loss, assets and n BEERBEBEZHE
liabilities

Revenue A
Reportable segment revenue A] ¥k & 2 #F A 274,153 222,347
Consolidated revenue RAe WA 274,153 222,347
Profit/(loss) =R (ER)
Reportable segment profit/ 7] ¥ 2 %5 3% bk £ AT

(loss) before taxation wH L (EE) 30,562 (39,277)
Unallocated other income/ RO B EMUA

(expenses) (Z i) 252 (621)
Unallocated head office and &% Af 42 28 & A &) X

corporate expenses (28,895) (31,711)

Consolidated profit/(loss) 4R & B B g s F),~

before taxation (E1#H) 1,919 (71,609)
Assets EE
Reportable segment assets A ¥R & 7 28 & & 2,257,670 2,177,791
Elimination of inter-segment % & % 3 & 2 & UL X 1B
receivables (953,558) (907,429)
1,304,112 1,270,362
Unallocated head office and k% B 4238 & A &1 & &
corporate assets 11,121 12,969
Consolidated total assets 428 BEE 1,315,233 1,283,331
Liabilities a&
Reportable segment ARESFAE
liabilities 2,061,819 2,018,735
Elimination of inter-segment J# $§ % 30 i 2 F& 1+ 3878
payables (953,558) (907,429)
1,108,261 1,111,306
Unallocated head office and KD BEL42 50 K~ 7 B &
corporate liabilities 198,574 178,524
Consolidated total liabilities 44 42 & & 1,306,835 1,289,830
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(Expressed in Hong Kong dollars unless otherwise indicated) (JA# 7T 51 7R + 5 A # B3 & K Hh)

3

4

EERHERERAT [~

OTHER INCOME

REVENUE AND SEGMENT REPORTING (continued) 3 WARZWBHE(E)
(b) Segment reporting (continued) (b) DWWE(E)
(iii) Geographic information (iii) HEER
The following table sets out information about THRETEEMRLE
the geographical location of (i) the Group's ()VANEEE RSN E P A
revenue from external customers and (ii) the Bz WA KA &
Group’s property, plant and equipment, ZE - BEREE -
interests in land held for own use under RIBKEBLFEGH
operating leases, intangible assets and non- 2R EBREE
current prepayments (“specified non-current & 3E i & A R E
assets”). The geographical location of ([HEEERBDEEDFR
customers is based on the location at which MRz B - BPA
the services were provided. The geographical e @ AR A AR 7 2 b
location of the specified non-current assets is BRI c BEINH
based on the physical location of the asset. BEMEMRAEEZ
ER TR B AR
Revenues from external Specified

customers non-current assets

HNERER B RS Z A EEFRBEE
2017 2017 2016
—E—tF 2t =T %
$'000 $'000 $'000
Fr Fr T
Hong Kong 5 - - 2,229 2,729

PRC (excluding Hong Bl (RBHEEE)
Kong) 274,153 222,347 1,165,193 1,169,692
274,153 222,347 1,167,422 1,172,421
4 HfpsE

Interest income

Government grants

Loss on disposal of property,
plant and equipment

B A

B 8 B

HEME  BFER&
ZER

Net foreign exchange (loss)/gain &N (&18) W= F 58
Reversal of other payables and BEORBAEFERR

accruals recognised in prior years

Others

Ho A & IR KT R
£H
Hit

249 313
740 200
(11) (1,058)
(228) 606
2,100 =
3,704 2,053
6,554 2,114
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(Expressed in Hong Kong dollars unless otherwise indicated) (A %
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LR - BEEBERIN)

Profit/(loss) before taxation is arrived at after charging:

(a) Finance costs (a) Bf#% A
Interest on bank loans RITERF B
(b) Staff costs* (b) B T RA*
Contributions to defined M) 7 B2 FUR IR
contribution retirement plans ETEIER 2 3K
Salaries, wages and other benefits TE - ITE R
H b 1@ F
(c) Other items (c) HAi1EH
Amortisation s
— land lease premium — THHEES
— intangible assets — BRAE
Depreciation e
Impairment losses WEEIE
— prepayments — FERTFKIA
— consumable parts — HFEMm
Write down of consumable parts OB E #E o
Auditor’s remuneration 1% SR Fr B
— audit services — BT
— review services — HHRB
Operating lease charges on 7 E R
properties* HEER*

* Staff costs include $1,800,000 (2016: $1,800,000) relating
to operating lease charges on properties, which amount is
also included in the respective total amount disclosed
separately above.
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BB AT E A (B 18) T mkR T
P B IREE

47,441 55,491
3,215 2,931
61,144 59,199
64,359 62,130
6,500 6,597
170 170
83,660 102,966
2,311 =
2,364 =
382 =
1,358 1,358
380 380
5,232 4,602

* BIRABERYENKEHES

F1,800,0007C (= & — X
1,800,0007T) * #% X B JN T

ERERIHENE B BED -
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Notes to the financial statements
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(Expressed in Hong Kong dollars unless otherwise indicated) (JA# 7T 51 7R + 5 A # B3 & K Hh)

6 INCOME TAX IN THE CONSOLIDATED INCOME 6 HEBBRRPZAEH
STATEMENT
(a) Income tax in the consolidated income (a) HEBBEXRPZFBHIE:

statement represents:

Current tax — PRC Enterprise EN#ifiE—h B %
Income Tax IEEE

Deferred tax — origination and ELEFHE-—ERMHEE=RE

reversal of temporary B R Bl
differences (note 18(a)) (KF3E18(a)) (675) 7,699
Notes: Pt o
() No Hong Kong Profits Tax was provided for the year (i BE-FT—+F f: A
ended 31 December 2017 as the Group sustained a ::L'T H EETE ' 5’>t§7
I(g%s1 ];?rﬁ;l—lilci)lr)‘_g Kong Profits Tax purposes for the year gg%g;g%mﬁ
E BB IRE R
(ZE—RF:|\)o
(i) The applicable tax rate of the PRC subsidiaries for (i) BE_FT—+F+-AH
% : =+—RLEFE PEK
'czfgiﬁ)y)el-ar ended 31 December 2017 was 25% (2016: B AT B B Bo5%
(ZZ—RF:25%)°
(b) Reconciliation between tax (credit)/expense and (b) EE%&$%Q%ZMEIE (*—B&_
accounting profit/(loss) at applicable tax rates: %)/ PXREFEN (B

B)2HRMOT

Profit/(loss) before taxation BR B AR R (B 18) 1,919 (71,609)
Notional tax on profit/(loss) REBRN BB

before tax, calculated at the AEEERER 2 R

rates applicable in the tax RERFADS I, (E18)

jurisdictions concerned FECEEBIE 2,841 (15,246)
Tax effect of non-deductible TAME S 2 B

expenses wa 1,941 3,473
Tax effect of non-taxable income FEFRF A 2 B 55 & (132) (2)
Tax effect of unused tax losses R FER 2 & F| A 1B

not recognised BREoNBETE 12,330 21,142
Tax effect of previously BAERER 2 BIEEE

unrecognised tax losses RAFERR,/ A

recognised/utilised this year 2B E (17,687) (1,700)
Others HAth 32 32
Actual tax (credit)/expense BEERHEER) X (675) 7,699
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Notes to the financial statements
B 7% R MR

(Expressed in Hong Kong dollars unless otherwise indicated) (A7 7T 51 7R + 5 74 &% B & Bk 5N

ExME
RIFCE B 2 BEHI) E383(1) 1§ K
REAI(WEEEMNREM) RPIE2

7 DIRECTORS’ EMOLUMENTS 7
Directors’ emoluments disclosed pursuant to section
383(1) of the Hong Kong Companies Ordinance and Part

2 of the Companies (Disclosure of Information about HMIFTE2EETMSOT
Benefits of Directors) Regulation are as follows:
2017 —E—tF
Salaries,
allowances Retirement
Directors’  and benefits scheme
fee in kind  contributions
2R RN
EEHS EYhs H®R
$000 $000 $000
T T T
Executive directors BTES
David An gE - 4,968 60 5,028
Yang Dong RS - 1,274 50 1,324
Fung Chi Kwan, Nicholas % 8
(resigned on 24 February (R=ZF—+F
2017) ZAZTOBEE) - 992 10 1,002
Liu Zhijun s - 975 60 1,035
Zhang Lei RE - 1,209 60 1,269
Cheung Siu Yuen, Rose  Z /)i
(re-designated from (RZT—tF
independent +A=-+=H#
non-executive director  BAUIFHTESE
to executive director BEANTESY
on 23 October 2017 R-ZZE-N\E
and resigned on “B-t+=ZH®A)
23 February 2018) - 244 8 252
Independent non- BUKHGTES
executive directors
Li Wai Keung FER 120 - - 120
Chan Chun Wai, Tony  B&iR(2 120 - - 120
Cheung Siu Yuen, Rose  Z /)i
(re-designated from (RZT—tF
independent +A=-+=HH#
non-executive director  BAUIFHTESE
to executive director BERRTES
on 23 October 2017 WRZE—N\E
and resigned on “B-t+=ZHEBA)
23 February 2018) 90 - - 90
Hai Hiu Chu (appointed  EEEHR(R-ZT—+F
on 23 October 2017) +A-t=REZ{) 30 - - 30
360 9,662 248 10,270
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(Expressed in Hong Kong dollars unless otherwise indicated) (A 7 7T %1 /R BB ERN
2016 —E-AE
Executive directors HTES
David An iz - 4,820 60 4,880
Yang Dong (appointed on 1%
13 July 2016) (RZFE—RF
tA+=BEZH) - 1,064 81 1,145
Fung Chi Kwan, Nicholas 5%

(resigned on 24 February (R=F—t#%

2017) ZHZ+HAEE) - 975 403 1,378
Liu Zhijun 3EE = 975 60 1,035
Zhang Lei RS = 1,209 336 1,545
Independent non- BYEHTES

executive directors
Li Wai Keung FRY 120 - - 120
Chan Chun Wai, Tony BRiRE 20 = = 120
Cheung Siu Yuen, Rose RN

(re-designated from (RZB—tF

independent non-executive +A-t+=HHMH

director to executive BUFHTES

director on 23 October REBHTESE

2017 and resigned on THRZE—-N\¥

23 February 2018) ZAZT=RH#A) 120 - - 120

360 9,043 940 10,343

During the years ended 31 December 2017 and 2016, no
amount was paid or payable by the Company to the
directors or any of the five highest paid individuals set out
in note 8 below as an inducement to join or upon joining
the Group or as compensation for loss of office. There
was no arrangement under which a director waived or
agreed to waive any remuneration during the years.

Of the five individuals with the highest emoluments in the
Group, all (2016: five) are directors of the Company
whose emoluments are disclosed in note 7.

Basic and diluted earnings/(loss)per share

The calculation of basic and diluted earnings/(loss)per
share is based on the profit attributable to ordinary equity
shareholders of the Company of $355,000 (2016: loss
attributable to ordinary equity shareholders of the
Company of $75,611,000) and the weighted average of
3,732,638,000 ordinary shares (2016: 3,732,638,000
ordinary shares) in issue during the year.

BE-_ZT—+FR-_T—X F+=
A=+—BItFE AR EE
sk FE & E sl N XXM sE8FT it B
HERESHFMATFHEMALTHE
LA TR 5| 18 5 0 B8 AN £ @ sk 1 A 18
MRS IERBERME - TR #
B ULTHUNBREERERREE
WELMME -

RAKRBREZERFMALH 2
B(CZ—XRF: 2R ALTHRK
RAEE  EME RN E7THE -

BREARBERFN (FE)
BREARBERT (EE) R
BFAARRQA 2 EBRKEEEG G
F335,0007 (ZF— N F : XA FA
3 % A% R FE 1L BT 1875,611,000
L) RBETEBRRMEFSH
3,732,638,000 R E @B (= F— X
£F : 3,732,638,0000% L A%) 5+ HE -
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(Expressed in Hong Kong dollars unless otherwise indicated) (A7 7T 51 7R + 5 74 &% B & Bk 5N

9  EARNINGS/(LOSS) PER SHARE (continued) 9 BRER(FEE)E)
Basic and diluted earnings/(loss)per share (continued) BREARBERA (BB (E)
The diluted earnings/(loss)per share is the same as the BREBEEZZE—tFR=-FT—RX
basic earnings/(loss) per share as there were no dilutive F+_A=+—"HIEFERT&E
potential ordinary shares in existence during the years FREEEBIANIERACEEL B
ended 31 December 2017 and 2016. B MEREEAET (FHE) Bs
‘&AM, (E18)ER -
10 PROPERTY, PLANT AND EQUIPMENT 10 YE-BERXE
(a) Reconciliation of carrying amount (a) REEHRK
Interests in
land held for
Dock and own use under
storage Office Motor Leasehold operating Total
Buildings facilities equipment vehicles  improvements Sub-total leases (note (b))
EER HERERR &5t
Frik  HOERK BENEEE LihER (b))
$1000 $000 000 $1000 $1000
T I i i T T
Cost: HA:
At 1 January 2017 S 48578 1736197 45 18514 1892 1,813,026 286,773 2,099,199
Bxchange adjustments Eji % 3,406 122,089 485 1,184 - 127,164 20,106 147,210
Transfer #a - 1470 - - - 1470 - 1470
Additions RE - 4m 950 - - 5.1 - 51
Disposals i - ® (101) - - (109) - (109)

At 31 December 2017 RIE-tE
tZA=t-H 51,984 1,864,625 8,579 19,698 1,892 1,946,778 306,879 2,253,657

Accumulated depreciation  ZiTHER &4

and amortisation:
At 1 January 2017 RZ5-t5-5-A 15,369 835,862 5,380 16,467 967 874,045 58,611 932,656
Exchange adjustments Eifg 1139 61,561 353 1,053 - 64,106 435 68,458
Charge for the year EERE 1639 80762 589 3 316 83,60 6500 90,160
Witten back on disposels ~ RHEEBE - 0 (1) - - (98) - (98)

At 31 December 2017 RIE-tF

tzA=t-H 18,147 978,178 6,231 17874 1,283 1,021,713 69,463 1,091,176
Net book value: HHFE:
At 31 December 2017 RIF-t%

tZA=t-H 33837 886,447 2348 1824 609 925,005 11416 1,162,481
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(Expressed in Hong Kong dollars unless otherwise indicated) (A T3 /R + 5 A = B3 & BR S

10 PROPERTY, PLANT AND EQUIPMENT (continued)

(a)

(b)

Reconciliation of carrying amount (continued)

Dock and

storage Office

Buildings facilties equipment

10

Motor
vehicles

EERHERERAT o =rg

ME BEREREGE)

(a)

SREEYHER(E)

Interests in
[and held for
own use under

Leasehold operating Total

improvements Sub-total (note (b))

Cost: BE:
At 1 January 2016 W=E-~%-A-A 51,866 1,840,066 7,084 19,567 1892 1920475 306,181 2,26,65
Exchange adjustments ERRE (3289) (117,366) (#26) (1,140) - (122,200 (19,408) (141,629)
Additions hE = 18311 607 505 - 19423 - 19423
Disposals LE = (4214) (20 (418) - (4652) - (465
At 31 December 2016 RZB-A%

T-A=1-H 48578 1,736,797 7,45 18,514 1892 1,813,026 286,773 2,099,799
Accumulated depreciation ~ BiffiER#%:

and amortisation:

At 1 January 2016 RZF-7"E-A-A 14713 793,924 5,136 17,145 651 831,569 95,851 887,420
Eichange adjustments ERRE (1,007) (54,608) (314) (999) - (56,928) (3.837) (60,765)
Charge for the year FENE 1663 9,716 575 69 316 102,966 6,597 109,563
Wiitten back on disposals R HEBEE - (3.170) (1) (373) = (3562) = (3562)
At 31 December 2016 RIB-7%

+-A=1-H 15,369 835,862 5,380 16,467 967 874,045 58,611 932,656
Net book value: RERE:
At 31 December 2016 RZF-nE

TZA=1-R 33,209 900,935 1,865 2,047 925 938,981 28162 1,167,143

(b) AEEEFBEBUTHEART

The Group was granted the rights to use the land
by the PRC authorities with lease terms of 50 years.
The net book value as at 31 December 2017
includes an amount of $6,743,000 (2016:
$6,301,000) which is disclosed as interest in land
held for own use under operating leases under
current assets.

THFERMESN  HERA
50Ff e RZE—tF+ = A
=t+—HZEEFERNSRE
% %86,743,0007T (= & — /X
% :6,301,0007T) ° B R #*
PHEER 2 RBSERER
EERZ LM ESPIHE -
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Notes to the financial statements
B 7% R MR

(Expressed in Hong Kong dollars unless otherwise indicated) (A7 7T 51 7R + 5 74 &% B & Bk 5N

10 PROPERTY, PLANT AND EQUIPMENT (continued) 10 ME-BERRZEGE)
(c) The analysis of net book value of properties is as () MEEEMFEZOMAT :
follow:

In PRC: NAPE :
Medium-term leases FRERFE %Y 271,253 261,371
Representing: a8g:
Buildings BT 33,837 33,209
Interests in land held for own IRIBE&LLHEHIEE F

use under operating leases 2 i 237,416 228,162

271,253 261,371
11 INTANGIBLE ASSETS 11 BEREEE

Club memberships
2%

Cost: AN

At 1 January n—A—H 3,859 3,795
Exchange adjustments PE 5 8 2 34 (32)
Additions NE - 96
At 31 December R+=-—A=+—8H 3,893 3,859
Accumulated amortisation: EE: o

At 1 January n—A—H 1,959 1,807
Exchange adjustments P& 5 A 21 (18)
Charge for the year FEWE 170 170
At 31 December R+-—A=+—H 2,150 1,959
Net book value: REFE:

At 31 December ®R+=—A=+—8H 1,743 1,900

AERZHBEBERGFARGERS
RITTHERIF -

The amortisation charge for the vyear is included in
“administrative expenses” in the consolidated income
statement.

\ 112 ANNUAL REPORT 2017



6
ERRERARAA

Notes to the financial statements

(Expressed in Hong Kong dollars unless otherwise indicated) (A T3 /R + 5 A = B3 & BR S

12 CONSUMABLE PARTS 12 H#Em

(a) Consumable parts in the consolidated balance (a) MEEBEEBRAZHEER
sheet comprise: BiE:

Consumable parts JH FE R 11,083 13,497
(b) The analysis of the amount of consumable parts (b) BEARBAZIRFTABREZHE
recognised as an expense and included in profit EmEEIMWMT :

or loss is as follows:

Impairment losses of EAE M2 REEE
consumable parts 5(c)

2,364 -
Write down of R B R R
consumable parts 5(c) 382 -
2,746 -
—E—tEFEEFER

N
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13 INVESTMENTS IN SUBSIDIARIES 13
The following list contains only the particulars of

RMBRARAZRE
UTIRRBEHAEEIOES
EERBRBREAZENNE LR
AlzHB -BIERAEHRA BRI
Rz BB AL B -

subsidiaries which principally affected the results, assets or
liabilities of the Group. The class of shares held is
ordinary shares unless otherwise indicated.

and R AL and TME B

are limited

liability

companies. The official names of &A1t and M E
B% are in Chinese and the English translation are for

Place of
Place of incorporation/  Particulars of issued Attributable equity
Name of subsidiary operation establishment  and paid up capital interest Principal activities
TEMRIL/ BETR
WEARERE Fd-piok s BRIzt BRRRAFE e R TEXH
Directly Indirectly
B CiF:S
Guangdong Petro Chemicals Hong Kong Hong Kong 20,000,000 shares - 100% Provision of
Company Limited B B 20,000,000/ administrative
EBERMLIBERAR services
RETHRSE
Oriental Point International Hong Kong Hong Kong 1,000,000 shares - 100% Inactive
Limited & BE 1,000,000% LERK
REBEBERRA
Timeslink Development Limited  Hong Kong Hong Kong 10,000 shares 100% - Provision of
BrERERDA B BB 10,0005 administrative
services
RETHRS
Union Petro Chemicals (BVI) Hong Kong British Virgin 100 shares of 100% - Investment holding
Company Limited N0 Islands US$1 each BREER
ERBERRMEIBERAR EEEZES 100REFREMBEIZT
Guangdong (Panyu) PRC PRC RMB220,000,000 - 92% Provision of terminal,
Petrochemical Storage & H h AR #220,000,0007T storage, warehousing
Transportation Ltd. (“GD and transshipment
(Panyu)”) services
BE(EB)AMIRERE REEE -BE BE
BRAR(BE(ER)]) REHRE
Guangzhou Zhongshui PRC PRC RMB4,820,800 - 92% Investment holding
Petrochemical Development h AR %4,820,8007T REER
Limited
BN R IREERAR
(T Al
Dongguan Dongzhou PRC PRC RMB374,110,000 - 92% Provision of terminal,
International Petrochemical h AR #374,110,0007T storage and
Storage Limited transshipment
EHRMNERALERERAR services
(TRMERR]) RUEBE HRELES
PR %
Note 1: GD (Panyu) is a sino-foreign equity joint venture company Mizr1: B8 (BEBRB)RE—RPINEER

A mEALEEEMEERE
REBEERB - PRALK
RMNEBRZEXBERHT X

HXBREHRSE -

reference only.

fieE2 - MBI KPR Ath8E (F

Note 2: BEMEIFRandH #EE1L are wholly owned by GD (Panyu). |
B)2BEHE -

\ 114 ANNUAL REPORT 2017



Bt 35 ¥R R B &

(Expressed in Hong Kong dollars unless otherwise indicated) (A T3 /R + 5 A = B3 & BR S

The following table lists out the information relating to
GD (Panyu) and its subsidiaries, the only subsidiary group
of the Group which has material non-controlling interest
("NCI"). The summarised financial information presented
below represents the amounts before any inter-company

TR AKEME-—HFEEKAF
2R (SRR R ) B9 P 8
NARE-BE (R REMBA
AIHER - TXF25 2B f %
BRERRRAHEMCEE -

elimination.

NCI percentage

FFERESA DL

Non-current assets FERBEE
Current assets MEEE
Current liabilities mEAE
Non-current liabilities ERBAE
Net assets BEFHE

Carrying amount of NCI

FiIERRE S RE(E

Revenue N

Profit/(loss) for the year FrmF, (EE)

Total comprehensive income 2HE W= R

Profit/(loss) allocated to NCI DT IEERER 2
wm A, (B )

Cash flows from operating activities & X EFHHMERETE

Cash flows from investing activities & EFHHMERERE

Cash flows from financing activities BEEHHMERETE

8% 8%
1,170,348 1,173,872
186,936 143,104
(105,766) (92,967)
(1,012,087) (1,027,387)
239,431 196,622
19,154 15,729
273,331 221,296
27,980 (46,208)
29,024 (44,139)
2,239 (3,697)
154,123 106,241
(8,250) (19,924)
(127,105) (88,754)
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14 TRADE AND OTHER RECEIVABLES

14

E5 RkEMERRE

Trade debtors B 5 & W R
Less: Allowance for doubtful debts B RERBE
(note 14(b)) (B =E14(b))

Prepayments and other receivables FE T RIE K
H & YR IR

The amount of the prepayments and other receivables
expected to be recovered or recognised as expense after
more than one year is $810,000 (2016: $1,130,000).
Apart from these, the prepayments and other receivables
are expected to be recovered or recognised as expense

within one year.

(@) Ageing analysis
As at balance sheet date, the ageing analysis of
trade debtors (which are included in trade and other
receivables), based on the invoice date and net of
allowance for doubtful debts, is as follows:

79,368 61,164
79,368 61,164

6,540 5,642
85,908 66,806

RN —FRECXERREN
ZTENRBEREMERKIES
810,000t( = & — R %F:
1,130,0007T) ° B itk 2 9h - FE A 5K
BN E A RIBTEE SR —F
NKREHERRER -

(a) FRERDAT
REZER REZZEAHEK
ENMBREERBLESHE

Wik (Gt AE 5 R HE b &
Wk IR) 2 BREe D ATER T

Within 1 month

Over 1 month but within 2 months —
Over 2 months but within 3 months A
Over 3 months =

—EBAR

{

{
(DR

Subject to negotiation,

note 23(a).
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credit is generally only
available to major customers with well-established
trading records. The Group allows an average credit
period of 30 days to its trade customers. Further
details on the Group’s credit policy are set out in

EANAEEREARN
BEAAEE=FEARN

37,031 18,811

1,182 3,583

69 180

41,086 38,590

79,368 61,164
BIFRHRERME - BRI
—REETARUIXR S8

LEBREFP -AKEKRTE
58P FH0R 2R -
BRAKEEERRZE—
FHBENMFE23(@)
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(Expressed in Hong Kong dollars unless otherwise indicated) (JA# 7T 3 /R + 5% #£ 88 & & 41

14 TRADE AND OTHER RECEIVABLES (continued)

(b)

(c)

Impairment of trade debtors

Impairment losses in respect of trade debtors are
recorded using an allowance account unless the
Group is satisfied that recovery of the amount is
remote, in which case the impairment loss is written
off against trade debtors directly (see note 1(h)(i)).

The movement in the allowance for doubtful debts
during the year is as follows:

14

o—r

ERERARALE

B 5 & H it FE WK E (4F)

(b)

B2 BEWRNZREE

B 5 1 W& R 2 B 1E B 1R LA
BERLE  EMHAKEN
EEBIEZ W EERE -
AE & E B 5 BR3P K
35 (LB EE1(h)G)) °

FARZRBE2ESHNT

At 1 January W—HA—H
Exchange adjustments ME 5, 38 B

Uncollectible amounts written off #fl % 4% 5% Ui [0 3k 18

At 31 December

At 31 December 2017, no trade debtor (2016: $Nil)
was individually determined to be impaired.

Trade debtors that are not impaired

The ageing analysis of trade debtors that are neither
individually nor collectively considered to be
impaired are as follows:

R+=A=+—~

- 6,227
- (395)
- (5,832)

(c)

R-_ZT—+tE+_A=+—
B #ME@ENEEEmES
BERWBER(ZE—RF -
TIT) e

ABEZEKE S KA

I & 18 5l 2k KRR AERE 2
BERUKERREEREZ
R DITIT

Neither past due nor impaired 3t 4% % i sk J5l &
BE DR —1E A
EE— =W E A
%80 A R 38 R 8 A

Less than 1 month past due
1 to 2 months past due
Over 2 months past due

37,031 18,811
1,182 3,583
69 180
41,086 38,590
42,337 42,353
79,368 61,164
—E LR
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(c)

Trade debtors that are not impaired (continued)
Receivables that were neither past due nor impaired
relate to a wide range of customers for whom there
was no recent history of default.

At 31 December 2017, receivables that were past
due over 2 months mainly represents an amount of
$40,961,000 (2016: $38,277,000) due from a
customer (“Customer A") that was in financial
difficulty. To reclaim the trade debtor, the Group
filed an application to the court in the PRC and the
court granted the Group a lien on Customer A's
goods stored at the storage facilities of the Group.
Subsequently, the goods were sold by the court
through an auction. Since certain legal cases
relating to Customer A have just been closed in
December 2017, the proceeds from the auction
were still under the custody of the court. In
connection with this case, the Group has obtained a
PRC legal opinion and was advised that the Group
has the first priority to receive the proceeds over
other creditors of Customer A. Based on the
foregoing, the directors have reviewed the
recoverability of the amount due from Customer A
as at 31 December 2017 and no impairment loss
was recognised in this regard.

Apart from the above, receivables that were past
due but not impaired relate to a number of
independent customers that have good track record
with the Group. Based on past experience,
management believes that no impairment allowance
is necessary in respect of these balances as there
has not been a significant change in credit quality
and these balances are considered fully recoverable.
The Group does not hold any collateral over these
balances.
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(c)

ROBME 2 BB 5 R ()
.4 30 HR 754 6 1 2 M B
D B3 0T AR 403 8R 2
TRENESAM -

RZE—+tF+_A=+—
H @R EmE Az Ek
REFERRE —BHTHK
Rz 2P (BEFRFRDZE
U I8 540,961,0000T (=&
— /N4 :38,277,0007T) ° A
WElE5EWRE  ~NEE
EmFPEARIREERE - m
ERERZEBEETASEE
MEFRGERERSMEEZ
EmEERER BB Z
EERMEERBELE - A
REFRSRZETERR
HR—_ZE—tF+ = AHIE
i FTARE 2B RIE
THERRE - R REF M
= AEBEREHREERE
ERVEEM AEERE
PRZEMEBEEARBEE —
BEBWIZEMEBHE-
AR Xl - EEEER
RZE—+tF+_A=+—
HzRREFRZKEBE 2K
o] 14 K2 N 4 gt ot B RR Rk (B S

B’

B EX &SN E@AE
3 48 5 (B 2 FE W BR 3R T B2 K
SEZRRARECIEZE
VEFEB -REBERK
B EEEREBANKT
BRRFLRERE RRAS
EEERYEBEAEF M
% BRI BAR SR BB
(EREVNE JE TR Al
FAEAERR-
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15 CASH AND CASH EQUIVALENTS AND OTHER CASH 15 HERRESESEEERRESRE
FLOW INFORMATION =g
(a) Cash and cash equivalents comprise: () REeRBRELEEEBEE:

Cash at bank and on hand RITERER € 41,161 22,235
(b) Reconciliation of profit/(loss) before taxation to (b) BRBAIER (FE) ELE
cash generated from operations: EXBMBREZHE:

Profit/(loss) before BRBATR A (E5E)
taxation 1,919 (71,609)
Adjustments for: RATSEBEELFAE
Interest income B A 4 (249) (313)
Finance costs B 7% K A 5(a) 47,441 55,491
Depreciation e 5(c) 83,660 102,966
Amortisation of land 3t 70 & & # 85
lease premium 5(c) 6,500 6,597
Amortisation of ER B ESE
intangible assets 5(c) 170 170
Impairment of T R I RE
prepayments 5(c) 2,311 -
Impairment of HFE @R E
consumable parts 5(c) 2,364 -
Written down of TR B R
consumable parts 5(c) 382 -

Loss on disposal of HEWE  KE K&
property, plant and HEE

equipment 4 1 1,058
Exchange differences [ X =% (120) 185
Changes in working capital: &8 & & 7 & &) :
Decrease/(increase) in EERR L,
consumable parts (3 n) 592 (260)
Increase in trade and B 5 & E A E WK
other receivables SRIEIE N (14,014) (9,079)
Increase in other H e s IE K&
payables and accruals 1R & AN 2,363 2,854

Cash generated from WEEBMBRS
operations 133,330 88,060
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15 CASH AND CASH EQUIVALENTS AND OTHER CASH 15 RERAEZEEEERTEAERE

FLOW INFORMATION (continued) a8 (E)

(c) Reconciliation of liabilities arising from () BMEETHELECZEGYER
financing activities
The table below details changes in the Group's TRHAIIAEEEMEFD
liabilities from financing activities, including both EXCEBEESH2FE B
cash and non-cash changes. Liabilities arising from FHReRIRCESH -HE
financing activities are liabilities for which cash EBELEAGBEHERE
flows were, or future cash flows will be, classified BEeREXAKRRERES
in the Group's consolidated cash flow statement as RAEEGZERERERD
cash flows from financing activities. HERBERBMES RS

mEZAE-

Amounts
due to
related
parties Bank loans

FE 1+

BAE 5 ME RITER
$'000 $'000

T T

(Note 19) (Note 17)
(FF5E19) (FF3%17)

At 1 January 2017 A\ZE—+tF—-—A—
H 259,089 980,433 1,239,522
Changes from financing BMERESREN
cash flows: S E
Advances from a related — & Z
party B HIE 19,132 = 19,132
Repayment of bank loans/to €& R77 BIE: 5
a related party =§ (19,606) (59,973) (79,579)
Interest paid [EXRRAIESS = (47,526) (47,526)
Total changes from MERERE
financing cash flows BE At (474) (107,499) (107,973)
Exchange adjustments PE 5 58 % 6,479 66,589 73,068
Other changes: Hir %5 :
Interest expenses (note 5(a)) #) 5 B 2 (M} 5E5(a)) = 47,441 47,441
Total other changes Hin# & &5t = 47,441 47,441
At 31 December 2017 RZT—+F
+—-_A=+—H 265,094 986,964 1,252,058
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16 OTHER PAYABLES AND ACCRUALS

16 HMENRERTRER

Other payables and accruals

H Al & 5 FRR K

FIRER 53,762 49,741

Deferred revenue iR E WA 1,015 567

54,777 50,308
At 31 December 2017 and 2016, all of the other RZE—tEtFRZIZE—ARFE+=
payables and accruals are expected to be settled or R=+—8 "  FBEEMEMNFKIER
recognised as income within one year. FTIRERAEAR —FRNBENRE

wuZ%L&A °©
17 BANK LOANS AND OTHER BORROWINGS 17 RTERRHMEE
(a) The analysis of the carrying amount of bank () RTERRHEMESREE
loans and other borrowings is as follows: WoMmT :

Current liabilities
Bank loans

Non-current liabilities

Bank loans

FBEE
IRITER 64,601 55,897
64,601 55,897
ElS ﬁ@) =R
BITEX 922,363 924,536
986,964 980,433

—E—tEFER 21 \
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(b) At 31 December 2017, the bank loans and other

122

(c)

borrowings were repayable as follows:

Bank loans (secured)
Within 1 year or on demand

After 1 year but within 2 years —F&EMRFER
After 2 years but within 5 years MF & B AF R
After 5 years h &

At 31 December 2017, the Group had banking
facilities totalling $986,964,000 (2016:
$980,433,000) which were secured by certain of the
Group’s property, plant and equipment with net
book value of $739,398,000 (2016: $723,281,000)
and interests in land held for own use under
operating leases with net book value of
$224,993,000 (2016: $215,650,000). The banking
facilities were utilised to the extent of $986,964,000
as at 31 December 2017 (2016: $980,433,000).
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RITER(FER)
R —FRAREEKE

(b)

R=ZE—+tHF+=-A=+—
B RTEXRRKEMEEE
RT 5 HAREEE :

B 64601 S
94,509 62,605
672,332 432,643
155,522 429,288
o 922,363 e
986,964 980,433

(o)

RZE—tF+=RA=+—
H AEBZRITBRERE
4 $£986,964,0007T (—ZE— %
£ : 980,433,0007T) * Jh A K
£ B B8R ® % {8 /5739,398,000
JT(ZZF — 734 : 723,281,000
TL) ZWE - BB M R IR
[ % {8 /224,993,0007T (= &
—7%4F : 215,650,0007T) Z 18
BREHERBIEE AL
ZiEEERR R —+
F+-—_A=+—H EBE&H
2 R TREEE A
986,964,0007T (=& — /N F ¢
980,433,0007T) °
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18 INCOME TAX IN THE CONSOLIDATED BALANCE SHEET
(a) Deferred tax assets and liabilities recognised:
The components of deferred tax (assets)/liabilities
recognised in the consolidated statement of financial
position and the movements during the year are as
follows:

BB ERAE :

Deferred tax arising from:

At 1 January 2016 RZE-—R"E—A—H

Exchange adjustments BE K &
Charged/(credited) to profit or 1%/ (5t A\) B X
loss (note 6(a)) (Bt 3F6(a) )
At 31 December 2016 RZB—RF
+=-A=+—~H

At 1 January 2017 KR-ZZ—+&—-H—H
Exchange adjustments fE 5 38 %
Credited to profit or loss (note 5 A B & &

6(a)) (FiF5E6(a))

R-ZZT—+tF
+=-B=+—H

At 31 December 2017

(b) Deferred tax assets not recognised:

In accordance with the accounting policy set out in
note 1(o0), the Group has not recognised deferred
tax assets in respect of the cumulative tax losses of
approximately $587 million (2016: $738 million) as
it is not probable that future taxable profits against
which the losses can be utilised will be available in
the relevant tax jurisdiction and entity. The tax
losses of the Group’s PRC subsidiaries will expire in
5 years after the relevant tax losses were incurred
while tax losses for the Group’s subsidiaries in Hong
Kong do not expire under the current tax
legislation.

ERERARALE

18 HREEEREBERPZFEHR

(a)

Future
benefits of

tax losses
BEBREZ
KRR F =

ERZEEHEEERAE
FARERE B BN RS HE
RZBERB(EE) /AE
ARE S REEEERMAT

Depreciation
allowances
in excess of
the related
depreciation
B AEBNE
M ERE

(14,839) 4,776 (10,063)
572 (279) 293
8,244 (545) 7,699
(6,023) 3,952 (2,071)
(6,023) 3,952 (2,071)
(427) 257 (170)
(138) (537) (675)
(6,588) 3,672 (2,916)
(b) KRERZELEHEEE:

R 18 P FE1(0) P 8 2 & 5T IR
R ARERAERBREIKN
AERNERREREARERE
FERTm M A B BB
B AEBEKRAMRFARE
BRASSIEIT(ZF — X
% 1 7.38(87T) ERIE LK IR
BE-ASENTENERQ
AINHEEBE RSB ERBBRS
EIEELERSEANEY MR
BROMBEL  ~EEE
BENMME AR RBER
IR -

—E—EFR 123
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(c) Deferred tax liabilities not recognised:

In PRC, dividends paid by a foreign-invested
enterprise to its foreign investors are subject to
withholding tax at a rate of 10% unless reduced by
treaty. Under the grandfathering treatments,
undistributed profits of a foreign-invested enterprise
as at 31 December 2007 are exempted from
withholding tax.

At 31 December 2017, temporary differences
relating to the undistributed profits of subsidiaries
amounted to $236,378,000 (2016: $171,923,000).
Deferred tax liabilities of $11,819,000 (2016:
$8,596,000) have not been recognised in respect of
the tax that would be payable on the distribution of
these retained profits as the Company controls the
dividend policy of these subsidiaries and it has been
determined that it is probable that the profits will
not be distributed in the foreseeable future.

The amounts due to related parties are unsecured,
interest-free and with no fixed terms of repayment.

The related parties have confirmed that they have no
intention to request repayment within twelve months
from the balance sheet date and accordingly, the balances
are shown as non-current.

The employees of the Group’s PRC subsidiaries are
members of a state-managed retirement benefit scheme
operated by the PRC government. The Group is required
to contribute a certain percentage of the salaries, bonuses
and certain allowances of its staff to the retirement
scheme. The only obligation of the Group with respect to
the retirement benefit scheme is to make the required
contribution under the scheme. The Group has no other
material obligation for the payment of pension benefits
associated with this scheme beyond the annual
contributions described above.
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() ABRZEEBREERE:
R B8t AR
BB INEERINEE
SR EE 2B EAHMI0%
BB o R X H LR H
T HNEREER-_FFTLF
TZA=t—HBZARHE&R
MER R BMEIR

RZE—+tF+_A=+—
H - B EARZARDEFE
EEZHBEEREERE4aEA
236,378,000 (=& — /N 4 ¢
171,923,0007T) ° XA A KB
LR IR I R 2 Be B e
NeBBEERELERIESE
11,819,0007C (= & — /X F -
8,596,0007T) R A & A A A
% E KB AR Z R B
K WHERRAETIERAR
15 23R 2 R A o

ENEEB T <A RERM - 25
Ko S [E € & XA -

A TCHRIABRETEEERLNE
BEREFTEARNER  Fit
RERBRINTBIERD -

1

AEEEFBR HMBARZEER
ST BERFREZBERKEER
REMAEZKE - AREAKRE
BT 2#M  FEARETREZE
& 2 Lo A R ARG B R - BLax
BRBHNFEME  ARE 2 —
EEAREZAEFELRE MK
KB EABFHRFN  AEEE
A% T &I 8RR & 48 N 7 I H
MWEBRMREL -
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BixBEEBRIN)

The Group also operates a Mandatory Provident Fund
Scheme (“the MPF scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF scheme is a
defined contribution retirement plan administered by
independent trustees. Under the MPF scheme, the
employer and its employees are each required to make
contributions to the plan at 5% of the employees’
relevant income, subject to a cap of monthly relevant
income of $30,000 ($25,000 prior to June 2014).
Contributions to the plan vest immediately.

Pursuant to ordinary resolutions passed on 28 December
2012, the Company adopted a share option scheme (“the
scheme”) for the purpose of enabling the Company to
recruit and retain high-calibre employees and attract
resources that are available to the Group and to provide
the Company with a means of giving incentive to,
rewarding, remunerating, compensating and/or providing
benefits to such persons who contribute or may bring
benefit to the Group. The scheme remains in force for a
period of 10 vyears from adoption and expires on
27 December 2022.

Under the scheme, the board of directors of the
Company may at their discretion grant options to any
eligible participant including any employee, director,
consultant, agent, business affiliate, business partner, joint
venture partner, strategic partner of the Company or any
subsidiaries of the Company, or any supplier or provider
of goods or services to the Company or any subsidiaries
of the Company as may be determined by the directors
from time to time to subscribe for the shares of the
Company.

No share option was granted to or exercised by any of
the Directors and senior management during the year
ended 31 December 2017 (2016: Nil) and no share option
was outstanding under the 2012 scheme as at
31 December 2017 (2016: Nil).

AEBNMAZESEBKIER
ZIEE  REBEBBERBMERESE
P EAERTMELESEE
([BEEETE]) - RBESFTEI D —
HHRBYUSTATEZATHK
BRIKGTE - BIBRESEE - Ex
NMEEESBREERHAKALZ
5% EI{EL #3k - A ST A8
%4 W A30,000c (ZF —MWEF N A
Al £25,0007T) &R o M & EH
JHEFAEEBETES -

BERZZE—=—F+_A=+N
A@BEERBRRR  ARAER
—IEBE AR R & ([3%5T81)) - #it
SARARBUNEFRERAES®
ZEE MMEAEBMEEBEZE
B RABRARRERENZEY
AEBBEEBEIATRME Z A
TEHME - 22E - REB - HER
SRR ERET - ZETERRAE A
B tEHE—EFR TR =-F
—ZF+ZRA=-t+tHE®-

RIEZE ARBIZESEAR
BREMEERZ2EE (BEAR
AR ARREAB AR ZEE
EF BHE EA ZBHBK
B XBEH AELEREH K
B HRERMAARB AR T
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22 CAPITAL AND RESERVES 22 EBEXKkfHAE
(a) Movements in components of equity () HEZARBOZ2BEH

The reconciliation between the opening and closing AEEGFEERSHEKES
balances of each component of the Group’s HA A7) B HA R 45 6R B0 SRR EU R0
consolidated equity is set out in the consolidated RERREHR - AREF
statement of changes in equity. Details of the 1] 42 7 48 B B 53 7 72K 4F [ B
changes in the Company’s individual components of MZEHROEBFIFH I N
equity between the beginning and the end of the Te

year are set out below.

The Company b NN

Share Share Capital Accumulated
capital premium reserves losses

BA  ROEE  RAEE  RiES
$'000 $'000 $'000 $'000
T T 7 T

Balance 1 January RZE-RE

2016 -B-Be&H 373,264 710,477 469 (546,383) 537,827
Changes in equity for —E— < F&#&

2016: 29 :
Loss and total ENEERZE

comprehensive Yimen

income for the year - - - (6,756) (6,756)
Redemption of BEARRES

convertible bonds - - (469) - (469)
Balance at R-E-RF

31 December 2016 +T=A=+—H

and 1 January R=Z-tF

2017 -B-Bz&& 373,264 710,477 - (553,139) 530,602
Changes in equity for —B—+%

2017: ERE:
Loss and total FABERZE

comprehensive Wnes

income for the year - - - (4,220) (4,220)
Balance at R-B-t&

31 December 2017 +=A=1+-H

&8 373,264 710,477 - (557,359) 526,382
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(Expressed in Hong Kong dollars unless otherwise indicated) (A 7 IR BB ERN
(b) Share capital (b) B
Ordinary shares of S RMEE0.10T 2
$0.10 each: ZER:
Authorised: JETE
At 31 December 2016 and RZE—RER
2017 —T—+tF
+=-A=+—H 10,000,000 1,000,000
Issued and fully paid: EZFITRHE -
At 31 December 2016 and RZE—RER
2017 —T—tF
+=—A=+—8 3,732,638 373,264
The holders of ordinary shares are entitled to TR FEE AR BRI R
receive dividends as declared from time to time and EMRENRES  LAEER
are entitled to one vote per share at meetings of AARGHRTRER—FER
the Company. All ordinary shares rank equally with ERA-FFAERREAR
regard to the Company’s residual assets. AR EEST HARFMAL -
() Nature and purpose of reserves () FHEHERRZE

(i) Share premium
The application of the share premium account
is governed by the Companies Law (Revised)
of the Cayman Islands.

(ii) Special reserve
The special reserve arose from the reverse
acquisition in December 2004.

(iii) Translation reserve

The translation reserve comprises all foreign
exchange differences arising from the
translation of the financial statements of
operations outside Hong Kong. The reserve is
dealt with in accordance with the accounting
policy set out in note 1(s).

() KOEE
Pt i (B B #9 & PR 52
ERERADE (KER])

B

(i) %5 E
FhlfE&EE —STmE
T AMREEME
K o

(i) XBRHME
RXHHEBERBRETE
PAONE) SR 75 1O B 75 Sl
EENBINEZSE -
ff #85 J0 AR I8 B RE () P

(SRR -

=
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(c)

(d)

Nature and purpose of reserves (continued)

(iv) Statutory reserve
Pursuant to the relevant laws and regulations
for foreign investment enterprises, a portion of
the profits of the Group’s subsidiaries
operating in the PRC is required to transfer to
the statutory reserve. The amounts of profits
transferred to the statutory reserve are
determined by the board of directors of the
subsidiaries according to the articles of
association. The reserve is restricted to use and
is not available for distribution.

(v) Capital reserve
The capital reserve represents the amount
allocated to the unexercised equity component
of convertible bonds issued by the Company
recognised in accordance with the accounting
policy adopted for convertible bonds in note
1(k).

Distributability of reserves

The Company’s reserves available for distribution to
its shareholders comprise share premium and
accumulated losses which in aggregate amounted to
approximately $153 million as at 31 December
2017 (2016: $157 million). Under the Companies
Law (Revised) of the Cayman Islands, the share
premium of the Company is available for paying
distributions or dividends to shareholders subject to
the provisions of its memorandum and articles of
association and provided that immediately following
the payment of distribution or dividends, the
Company is able to pay its debts as they fall due in
the ordinary course of business. In accordance with
the Company’s articles of association, distributions
shall be payable out of the profits or other reserves,
including the share premium account, of the
Company.
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(Expressed in Hong Kong dollars unless otherwise indicated) (A % T %1 7=

(e)

B A E RN

Capital management

The Group’s primary objectives when managing
capital are to safeguard the Group’s ability to
continue as a going concern, so that it can provide
returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital
structure to reduce the cost of capital. Further
details regarding the Group’s ability to continue as
a going concern are disclosed in note 1(b).

The Group monitors its capital structure on the
basis of a net debt-to-capital ratio. For this purpose
the Group defines net debt as total debt (which
includes interest-bearing loans and borrowings), less
cash and cash equivalents. Capital comprises all
components of equity, plus net debt.

During 2017, the Group’s strategy, which was
unchanged from 2016, was to maintain the net
debt-to-capital ratio at an appropriate level. In order
to maintain or adjust the ratio, the Group will
consider and may adjust the amount of dividends
paid to shareholders, issue new shares, return
capital to shareholders, raise new debt financing or
sell assets to reduce debt.

The net debt-to-capital ratio (as defined above) was
0.99 and 1.01 as at 31 December 2017 and 2016
respectively.

Neither the Company nor any of its subsidiaries are
subject to externally imposed capital requirements.

(e)

BRAEE
AEEBZERNBREREER
AUREBREB 2 FHEEE
ZRET - VAR EBE A AR IR 1R
{5 [a] 5 Ko [7) E (L A B A £ 3
TS ARFREZENRN
RBAREEAKAK - AR
AEEFRBELERNZEZ
15 R E1b)KE -

AEBELNFRBEHEARL

Bt ARERBARE (B
FREFRER)RRER
AeFERAAEFAG
BXRBEMAESE D RF
BiE-

R-ZT—tF KAEEZR
BENE — T —RNF—HK - =
MREFREREHBRA
ML ERBEEKRF - BT #
R ABZELE  AREH
ZRNAIBE AN TR
ZEREERE BITHR R
B AN TR - &R FHER
MERLEEENRMER -

RZE—+tFR_FT—RF
+-—RA=+—H Fa@EH
BEEAMEE(ERR 3OS
B A0.9951.01 °

ZNYNECTDNE S CN Y- NCIR 3

NS5 SR i 0 2 B AR
HIE °
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Exposure to credit, liquidity, interest rate and currency
risks arises in the normal course of the Group’s business.
The Group’s exposure to these risks and the financial risk
management policies and practices used by the Group to
manage these risks are described below.

(a)

Credit risk

The Group’s credit risk is primarily attributable to
trade and other receivables and cash and cash
equivalents. Management has a credit policy in place
and the exposures to these credit risks are
monitored on an ongoing basis.

In respect of trade and other receivables, individual
credit evaluations are performed on all customers
requiring credit over a certain amount. These
evaluations focus on the customer’s past history of
making payments when due and current ability to
pay, and take into account information specific to
the customer as well as pertaining to the economic
environment in which the customer operates. Trade
receivables are due within 30 days from the date of
billing. Debtors with balances that are more than 1
month past due are requested to settle all
outstanding balances before any further credit is
granted. Normally, the Group does not obtain
collateral from customers.

The Group’s exposure to credit risk is influenced
mainly by the individual characteristics of each
customer rather than the industry and country in
which customers operate and therefore significant
concentration of credit risk primarily arise when the
Group has significant exposure to individual
customers. At the balance sheet date, the Group
has a certain concentration of credit risk as 20%
(2016: 5%) of the total trade and other receivables
was due from the Group's five largest customers.

Further quantitative disclosures in respect of the
Group’s exposure to credit risk arising from trade
and other receivables are set out in note 14.

ANNUAL REPORT 2017

EE - -B2RyM FEREBR
RERNAEEN —REBKERP
EE - BUERREZAEE NS
EEBRRMER (AR TXOMERE -

(a)

FERR
AEBWNEERREZRRE
B 5 K H Al YR IR A R 3R
ehReEFEEB - EEHE
EEEEERRLEHERE
EfHERZEERR -

T 5 K E MU KR
FOHRAEEREBRET
EESBEZERPYSHETE
AEERHE - B EFF A Y
EFBERMERN LN
BRNEREN  LERR
FHEREMRERFEE
PIERBEREHBNER -
BoREEFABLREE
BEFA=TERIH - EH
AmEBR—EAIR EZ&
g7 A BA2BEERBER
BAOANBEREE -AKH
—RIEREP WEE A M

AEBFERZEERR
FEZZREFPZERNEEM
YE MmMIETFEEMEZ
TERBR REFREER
ST BEALEBEERERR
FRERREBRIES - N4
R AEBHNAATFE
B R EAMEWRIERED
20%(=ZF —RNF:5%)
WMAR —TERERENEEEF
[ B o

HitABEASEEHHES
REMERFBEELEEER
w2 BLWEIINKE4 -



Bt 75 3R 2R B R

(Expressed in Hong Kong dollars unless otherwise indicated) (A % T %1 7=

(a)

(b)

B A E RN

Credit risk (continued)

In respect of cash and cash equivalents, the Group
limits its exposure to credit risk by placing deposits
with financial institutions that meet the established
credit rating or other criteria. Given these high
credit ratings, management does not expect any
counterparty to fail to meet its obligations.

As at 31 December 2017, the Group has a certain
concentration of credit risk as 69% (2016: 46%) of
total cash and cash equivalents were deposited with
a financial institution in the PRC.

Liquidity risk

Individual operating entities within the Group are
responsible for their own cash management,
including the short term investment of cash
surpluses and the raising of loans to cover expected
cash demands, subject to approval by the
Company’'s board when the borrowings exceed
certain predetermined levels of authority. The
Group’s policy is to regularly monitor current and
expected liquidity requirements to ensure that it
maintains sufficient reserves of cash and adequate
committed lines of funding from major financial
institutions to meet its liquidity requirements in the
short and longer term. Note 1(b) explains
management’s plans for managing liquidity needs of
the Group to enable it to continue to meet its
obligations as they fall due.

(a)

(b)

EERR(E)

RENREFEERE KA
SEEEBEREFRRTE
REEEFBIEMMGEE 2
TRIEE R EMAZZ
EERB - ZEXREEFTR
5 HEEERHATERE
MRZHEFEEZHLRE

RZE—+tF+=A=*+—
H AEEZ2ReEBESSE
BEIE B # %8 M69% (= F
—NF46%)TFERR — R
LR S B R - B
X—ERENEESFRERE -

ExRBMtER
AEEBET 2 @R EERE
BERTTEEREZEE
BREEREBH/EEZHRE
RERERUNENERRE
TR HEMEEBBREE
EZETHREKFE AR
BARARBESTE ZHME- K
SECBRRERERRR
RIEHZ B IEFR K - AFE
REGTEHRSHEEB LA
BEXE2EREETHNEAR
EERE NUEINHEEHR
REBRDEST KM &
TOEEEERNEE TS E
EFEXRZEEEFS  EH
BAEBEENIIBMEE-
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23  FINANCIAL RISK MANAGEMENT AND FAIR VALUES 23 BMBEBREERAIAEGE)

(continued)

(b) Liquidity risk (continued) (b) BELFBEBMEREE)
The following table details the remaining TRINEAEEZFITES
contractual maturities at the balance sheet date of BEBERGEERZBTEL
the Group’s non-derivative financial liabilities, which HRFHB ERERALOR
are based on contractual undiscounted cash flows WRASR(BERELNTE
(including interest payments computed using Z AR S R F B A R
contractual rates or, if floating, based on rates HR&#EER HEZMEX
current at the balance sheet date) and the earliest RAEEEREFTEZER
date the Group can be required to pay: Z BHEE -

Contractual undiscounted cash outflow Contractua undiscounted cash outfow
GLES EEER ShFERALN
More than ~ More than More than~~ More than
Within 1 year 1 years Canying Within 1 year 1 jears Camying
fyearor  butwithin  butwithin  More than amount at Tyearor  butwitin  butwihn  More than amount at
on demand 1 years 5 years 5 years Total 31 December  on demand 1 years 5 jears 5 Jears 31 December
iy
-Fhg  BR-F RERE It-R R e
REAE  EEER BEER : REAE  ERER #8nf
§000 §000 §000 §000 §000 §000
o i o i r 1 T 1
Bank loans il £ 111,264 138007 7545% 108570 11785 986,964 104697 104016 38431 830 1200360 98043
Other payables and - EE 502 R
s iHRER M - - - sm m B4 - - - 874 741
Anourtsdueto ERERAFE
related partes - 1650% - - 265,0% 1650% - 259,089 - - 259089 259,089

166,041 LEA] 754,59 168570 1492306 1306835 154438 363,105 847 &30 1509190 1289263

Note: Further details regarding maturity term of the bank BIsE : BEARITE R 2 B HR A
loans and material uncertainties in respect of the RAEBMASERELEEE
Group's ability to continue as a going concern are BZRENZERTHBAR
set out in note 1(b). %b;ﬁ ZEE BRI
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23 FINANCIAL RISK MANAGEMENT AND FAIR VALUES 23
(continued)

(c)

Interest rate risk

The Group’s interest rate risk arises primarily from
bank borrowings. The Group’s bank borrowings at
31 December 2017 were issued at variable rates and
fixed rates and therefore expose the Group to cash
flow interest rate risk. The Group’s interest rate
profile as monitored by management is set out in (i)
below.

(i) Interest rate profile

Effective

interest rate

ERA=

Net variable rate BE(£E)/
(borrowings)/deposits:  FHFE -

ERERARALE

BHEBEERAAEGE)

(c)

MRk
AEBZMERBREERA
RITEE- AEEBR_-F
—tF+ A=+ —HZR
TR ERF BN X K EEH
Rt - AmM<SASER S
BERMERER AEEZ
MERRAEEBEIEILH
BB SCER()A -

(i) RIRHR

Effective

Amount interest rate Amount

4 ERAx ok |

$'000 $'000 $'000

Fr T T

Cash at bank RITRS 0.1% - 0.3% 41,161 0.1% - 03% 22,235
Bank loans RITER 4.61% - 4.90% (986,964) 4.61% - 4.90% (980,433)

_____ (945,803) (958,198)
Total net borrowings EEFELE (945,803) (958,198)

—T—tEFH 133 \



Bt 35 3R R M =E

(Expressed in Hong Kong dollars unless otherwise indicated) (PA 7T %I 7R »

134

(c¢) Interest rate risk (continued)

(ii)

Sensitivity analysis

At 31 December 2017, it is estimated that a
general increase/decrease of 100 basis points
(2016: 100 basis points) in interest rates, with
all other variables held constant, would
decrease/increase the Group’s profit for the
year and increase/decrease the Group’'s
accumulated losses by approximately
$9,189,000 (2016: increase/decrease the
Group’s loss for the year and accumulated
losses by approximately $9,253,000).

The sensitivity analysis above has been
determined assuming that the change in
interest rates had occurred at the balance
sheet date and had been applied to the
exposure to interest rate risk for all non-
derivative financial instruments in existence at
that date. The 100 basis points increase or
decrease represents management'’s assessment
of a reasonably possible change in interest
rates over the period until the next annual
balance sheet date. The analysis is performed
on the same basis as 2016.

(d) Currency risk

()

Foreign currency transactions

The Group is exposed to currency risk
primarily through billings of storage and
transshipment income that are denominated in
a currency other than the functional currency
of the operations to which they relate. The
currency giving rise to this risk are primarily
United States dollars (“USD").
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(d)

: S & B 5

Currency risk (continued)

(i)

(iii)

Recognised assets and liabilities

In respect of trade receivables and deposits
held in currencies other than the functional
currency of the operations to which they
relate, the Group ensures that the net
exposure is kept to an acceptable level, by
buying or selling foreign currencies at spot
rates where necessary to address short-term
imbalances.

All the Group’s borrowings are denominated
in the functional currency of the entity taking
out the loan. Given this, management does
not expect that there will be any significant
currency risk associated with the Group’s
borrowings.

Exposure to currency risk

The following table details the Group’s
exposure at the balance sheet date to
currency risk arising from recognised assets or
liabilities denominated in a currency other
than the functional currency of the entity to
which they relate. For presentation purposes,
the amounts of the exposures are expressed in
HKD, translated using the spot rate at the
balance sheet date. Differences resulting from
the translation of the financial statements of
foreign operations into the Group’s
presentation currency are excluded.

(d)

EWER(E)

(i)

(iii)

ERRAERAM
ENR Y PaT
SN EH A 2
5 8 RS R
AEE RIS M
T - LR R EE
B H i NE - R
BYEMFE—ETE
FHKT -

AEBEZBEEHIA
EMERZERB 26
EWEE - At - &1
BY TEHAAREE B
EewRENEAZE
R o

AEHNEEAR
TRIHAEEREE
HESEAEAERY
BEEEIAINZ G’ IIE
ZEHEREEXARM
EEXZERRRFS -
RIEZRZH - BkEE
RERRA ZEXREHE
BILIIR - N BEE
ABNEBRGRER
AEEEIEH I
=R

2017

—EB—tF

United States

DIIETE

E

$'000

Fr
Trade and other receivables & 5 & H b fE UL ZK 1B 1,918 947
Cash and cash equivalents R&RIREEEEE 2,832 1,961

Overall exposure to currency 2 E ¥ & K

risk 4,750 2,908
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23 FINANCIAL RISK MANAGEMENT AND FAIR VALUES 23 HMHEREERDAMEGE)
(continued)
(d) Currency risk (continued) (d) E®@REE)
(iv) The following table indicates the instantaneous (iv) TRHEINEHEBEAR
change in the Group's profit/(loss) after tax 5 [ TE B 25 K &L B 9 A1
(and accumulated losses) that would arise if [EE RN E A HIRES
foreign exchange rates to which the Group (BEMAEEMRAR S
has significant exposure at the balance sheet BRBIE)EHAEE
date had changed at that date, assuming all BRI (8B
other risk variables remained constant. (REFER) EERD
2017 2016
—E—+tfF e AN

Increase/ Increase/ Effect on
(decrease) (decrease) loss after
in foreign Effect on Effect on in foreign tax and
exchange  profit after accumulated exchange  accumulated
rates tax losses rates losses
Briiie
HhEE B = BB Rit SMEERER  EERZE
EH (T R) A FEyze EA/(FE) BRYE
$'000 $'000 $'000
Tr Tr T
usb ETT 5% 238 (238) 5% (145)
(5%) (238) 238 (5%) 145
Results of the analysis as presented in the FRAFITEDTER
above table represent an aggregation of the REUEEEERBIEE
instantaneous effects on each of the group FEThBe & ¥ st B 1R 45
entities’ profit/loss after tax and accumulated EHMEXRE RSB
losses measured in the respective functional LAt 2512 e RR T &
currencies, translated into Hong Kong dollar at wmAlL Rk R EE

the exchange rate ruling at the balance sheet AR BB o

date for presentation purposes.

The sensitivity analysis assumes that the BURRE 2 AT B R INE
change in foreign exchange rates had been EXREHE ANERT
applied to re-measure those financial EAEBREEBFRE
instruments held by the Group which expose B {5 7 5% [ T B N B R
the Group to foreign currency risk at the eI A 2FEAF
balance sheet date, including inter-company SERQRIBES KB
payables and receivables within the Group FIE - AEFRERD
which are denominated in a currency other BEEE N B G
than the functional currencies of the lender or B2 TBEELE
the borrower. The analysis excludes INETEI SRR BAE
differences that would result from the HE27E8®sBeE
translation of the financial statements of BoZoMHHEAE=
foreign operations into the Group's T RNFHERz EAEE
presentation currency. The analysis is T °

\ performed on the same basis for 2016.
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(e)

(a)

(b)

:

Fair values

All financial instruments are carried at amounts not
materially different from their fair values as at
31 December 2017 and 2016, except for the
amounts due to related parties which are
unsecured, interest-free and with no fixed terms of
repayment. Given these terms, it is not meaningful
to disclose their fair values.

The Group as lessee

At the balance sheet date, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases in respect of
certain properties, which fall due as follows:

Within one year —FN
After one year but within five years — % 4 {8 FLF 4
After five years h &

Leases are negotiated for an average term of 1 to
10 years with fixed rentals. None of the leases
includes contingent rentals.

The Group as lessor
The Group leases out certain dock and storage
facilities under operating leases.

Rental and storage income earned during the year
was approximately $268 million (2016: $216
million). The leases are negotiated for a lease term
of 1 to 4 years (2016: 1 to 13 years). None of the
leases includes contingent rentals.

(e)

(a)

D RE

EEMIAZ AReME
EHR-ZZB—tFR-_FT—RX
Ft+-A=+t—RHZ2AAHE
WEEBRTR - HEEEHF -
% B R E B &R A
BB T SRR - BN R F
ffsx - WEETBZARE
WEEE -

AEBEEBEHEA
REER  AEBRENA
BB THELKEHRER
SRHZARZRERBESHEZ
EIEAMT

4,169 5,244
3,126 7,109

- 128
7,295 12,481

(b)

HODEBEH—2+F2
FHETHERD  BRAEES T
g2oMARAOBMESRERXA
He -

AEBEEREHAA
AEERBLEHEEHAS
THARTFRE -

FRABRDM AL KITFFEK
A R268BT(ZF —7
F:216E7T) - HEDIRR
—FENFE(ZE—RE: —
T=F) 2 FEEITER - Z
EHEMERELRAES -

R
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(b) The Group as lessor (continued)
The Group’s total future minimum lease payments
under non-cancellable operating leases are
receivables as follows:

Within one year —F K

After one year but within five =~ —F#ERFRX
years

After five years hF%

At 31 December 2017, the Group had capital expenditure
contracted for but not provided in the financial
statements in respect of terminal development and
acquisition of port and storage facilities amounted to $19
million (2016: $17 million).

At 31 December 2017, the Group had capital expenditure
not contracted for but approved by the board and not
provided in the financial statements in respect of terminal
development and acquisition of port and storage facilities
amounted to approximately $140 million (2016: $131
million).

In addition to the transactions and balances disclosed
elsewhere in these financial statements, the Group
entered into the following material related party
transactions:

Key management personnel remuneration
Remuneration for key management personnel represents
amounts paid to the Company’s directors as disclosed in
note 7.

None of the above related party transactions falls under
the definition of connected transaction or continuing
connected transaction as defined in Chapter 14A of the
Listing Rules.
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(Expressed in Hong Kong dollars unless otherwise indicated) (5

Non-current asset
Interests in subsidiaries

Current assets
Prepayments and other receivables
Cash and cash equivalents

Current liability
Other payables and accruals

Net current liabilities

Total assets less current liability
Non-current liability
Amount due to a related party

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

TOTAL EQUITY

i

A B

LR ZEEAEERIN)

FRBEE
NN NI P

RBEE

T8 5RIR B A A R KR
AekBAEFERHE

RBAE
Hi BN RIBRFIRE B

RBEEFE

HEERABDAEE
FNRBEE
JE A — & BB 77 3RIR

EEFE
BEXRK#E
LN
& 1

mEmS

Approved and authorised for issue by the board of

directors on 22 March 2018.

Yan Dong
RS
Director

EF

B 602,174 R o
356 356

57 61
B 413 417
1,935 2,297
o 1935 el
o (s (&80
600,652 598,602
74,270 68,000
526,382 530,602
373,264 373,264
153,118 157,338
526,382 530,602

R-E—N\F=ZA-_+_-_HEFE
FeftEREER -

Zhang Lei
RE
Director

EF
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At 31 December 2017, the directors consider the
immediate parent and ultimate controlling party of the
Group to be Vand Petro-Chemicals (BVI) Company
Limited, which is incorporated in the British Virgin Islands.
This entity does not produce financial statements available
for public use.

Certain comparative figures, including classification of
deferred tax assets and deferred tax liabilities, have been
reclassified to conform to current year’s presentation.

Up to the date of approval of these financial statements,
the HKICPA has issued a number of amendments, new
standards and interpretations which are not yet effective
for the year ended 31 December 2017 and which have
not been adopted in these financial statements. These
include the following which may be relevant to the
Group.

HKFRS 9, Financial instruments
@ T A

HKFRS 15, Revenue from contracts

(BAMBHREER)FEIR

(AW HHRE LA E155]

—E—+F¥+=-A=+—8 &
REAEENEET R K&
RY2P% 75 AVand Petro-Chemicals
(BVI) Company Limited * H R H B
BRESEMKY - HWEBTER
B EMBR AR QA RIEE -

.

ETHBREF (BRERECHBAEE
MERRBBEZDBIEEH D
BRI AFREZETY

BEAPKREB  BEGHAA
SO BMEZREE - Fa ERI K2
B - EREE_T-—tF+_-H
=t —BLEFERRER  TRE
RANAFHIRRK - ZFAIREEAN
SEEAIER - I ER R BRE
(I

1 January 2018
—®-\F-H—H

1 January 2018

with customers

Amendments to HKFRS 2, Share-
based payment: Classification and
measurement of share-based
payment transactions

HK(IFRIC) 22, Foreign currency
transactions and advance
consideration

HKFRS 16, Leases

HK(IFRIC) 23, Uncertainty over
income tax treatments
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The Group is in the process of making an assessment of
what the impact of these amendments, new standards
and interpretations is expected to be in the period of
initial application. So far the Group has identified some
aspects of the new standards which may have a
significant impact on the consolidated financial
statements. Further details of the expected impacts are
discussed below. As the assessment completed to date is
based on the information currently available to the
Group, the actual impacts upon the initial adoption of the
standards may differ, and further impacts may be
identified before the standards are initially applied in the
Group’s interim financial report the six months ended
30 June 2018. The Group may also change its accounting
policy elections, including the transition options, until the
standards are initially applied in that financial report.

HKFRS 9, Financial instruments

HKFRS 9 will replace the current standard on accounting
for financial instruments, HKAS 39, Financial instruments:
Recognition and measurement. HKFRS 9 introduces new
requirements for classification and measurement of
financial assets, including the measurement of impairment
for financial assets and hedge accounting. On the other
hand, HKFRS 9 incorporates without substantive changes
the requirements of HKAS 39 for recognition and
derecognition of financial instruments and the
classification and measurement of financial liabilities.
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ERERIAGHEEN ACH
B ERICE B & & % Q) E395 -
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HKFRS 9, Financial instruments (continued)

HKFRS 9 is effective for annual periods beginning on or
after 1 January 2018 on a retrospective basis. The Group
plans to use the exemption from restating comparative
information and will recognise any transition adjustments
against the opening balance of equity at 1 January 2018.

Expected

impacts of the new requirements on the

Group's financial statements are as follows:

(a)

Classification and measurement

HKFRS 9 contains three principal classification
categories for financial assets: measured at (1)
amortised cost, (2) fair value through profit or loss
(FVTPL) and (3) fair value through other
comprehensive income (FVTOCI):

The classification for debt instruments is
determined based on the entity’s business
model for managing the financial assets and
the contractual cash flow characteristics of the
asset. If a debt instrument is classified as
FVTOCI then interest revenue, impairment and
gains/losses on disposal will be recognised in
profit or loss.

For equity securities, the classification is FVTPL
regardless of the entity’s business model. The
only exception is if the equity security is not
held for trading and the entity irrevocably
elects to designate that security as FVTOCI. If
an equity security is designated as FVTOCI
then only dividend income on that security will
be recognised in profit or loss. Gains, losses
and impairments on that security will be
recognised in other comprehensive income
without recycling.
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HKFRS 9, Financial instruments (continued)

(a)

(b)

Classification and measurement (continued)

The Group has assessed that its financial assets
currently measured at amortised cost and will
continue with their classification and measurements
upon the adoption of HKFRS 9.

The classification and measurement requirements for
financial liabilities under HKFRS 9 are largely
unchanged from HKAS 39, except that HKFRS 9
requires the fair value change of a financial liability
designated at FVTPL that is attributable to changes
of that financial liability’'s credit risk to be
recognized in other comprehensive income (without
reclassification to profit or loss). The Group currently
does not have any financial liabilities designated at
FVTPL and therefore this new requirement may not
have any impact on the Group on adoption of
HKFRS 9.

Impairment

The new impairment model in HKFRS 9 replaces the
“incurred loss” model in HKAS 39 with an
“expected credit loss” model. Under the expected
credit loss model, it will no longer be necessary for
a loss event to occur before an impairment loss is
recognised. Instead, an entity is required to
recognise and measure either a 12-month expected
credit loss or a lifetime expected credit loss,
depending on the asset and the facts and
circumstances. The Group expects that the
application of the expected credit loss model will
result in earlier recognition of credit losses.

(BRMBHREENFISR @

ITH

=

(a)

(b)

/425 )
(#5 )

DERFEE)

REE T AT EE IR R
RAGFEZEBEERNEK
MCEE T HmE £ RIDFE
REBEDERGE -

(&8 M 15| & Z£ RIDFHR
ERSREEZ Y BRFE
REECEE G ERIDF39
BERERARFIE - H(E
7 W 75 i X RID F ISR AR T
RiEEREAAEF ARE
AEZEMAGEEERRE
EMEFHAAREZIH 28
2 T3 Bl 2 s A RERR
(TEeEHPHEERD) - A
SBEEEYEBEMIEE /R
AREFABSAEZESR
BfE AUREABTBUH
WEREAFSRE - ZHRTE
A] RE & S AN 62 [ 4 A (E 1A

S/ 488
rE°

A

BN REEREIHR 2
BEEAUTEHEEEE]
BEARMRCEBSHELDSE
3MIETWIEEEEIBIE
RN-BEBEEHEEEBEE
N BEBGEAEBBESH
FRERREEBEE - R &
RARBEEAMREERIS
NER K212 A E#E
BEEBIKATEREEER
B-ALERPEABERE
EFEBEEXBEZURER
FEBE-

— T+ EFR 143



Bt 35 3R R M =E

(Expressed in Hong Kong dollars unless otherwise indicated) (PA 7T %I 7R »

144

HKFRS 15, Revenue from contracts with customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers.
HKFRS 15 will replace the existing revenue standards,
HKAS 18, Revenue, which covers revenue arising from
sale of goods and rendering of services, and HKAS 11,
Construction contracts, which specifies the accounting for
revenue from construction contracts.

The Group is currently assessing the impacts of adopting

HKFRS 15 on its financial statements.

Based on the

assessment completed to date, the Group has identified
the following areas which are expected to be affected:

(a)

Timing of revenue recognition

The Group’s revenue recognition policies are
disclosed in note 1(r). Currently, revenue arising
from rental income is recognised over the
accounting periods covered by the lease term and
port income is recognised upon performance of the
services.

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

(i) When the customer simultaneously receives
and consumes the benefits provided by the
entity’s performance, as the entity performs;

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

(iii) ~ When the entity’s performance does not create
an asset with an alternative use to the entity
and the entity has an enforceable right to
payment for performance completed to date.
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HKFRS 15, Revenue from contracts with customers
(continued)

(a)

(b)

Timing of revenue recognition (continued)

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

The Group has assessed that the new revenue
standard is not likely to have significant impact on
how it recognises revenue from rental income and
port income.

Significant financing component

HKFRS 15 requires an entity to adjust the
transaction price for the time value of money when
a contract contains a significant financing
component, regardless of whether the payments
from customers are received significantly in advance
or in arrears. Currently, the Group would only apply
such a policy when payments are significantly
deferred, which is currently not common in the
Group's arrangements with its customers.

Currently, the Group does not apply such a policy
when payments are received in advance, which is
not common in the Group’s arrangements with its
customers.

The Group plans to elect to use the cumulative effect
transition method for the adoption of HKFRS 15 and will
recognise the cumulative effect of initial application as an
adjustment to the opening balance of equity at 1 January
2018. As allowed by HKFRS 15, the Group plans to apply
the new requirements only to contracts that are not
completed before 1 January 2018. Since the number of
“open” contracts for rental income and port income at
31 December 2017 is limited, the Group expects that the
transition adjustment to be made upon the initial
adoption of HKFRS 15 will not be material.
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HKFRS 16, Leases

As disclosed in note 1(g), currently the Group classifies
leases into finance leases and operating leases and
accounts for the lease arrangements differently,
depending on the classification of the lease. The Group
enters into some leases as the lessor and others as the
lessee.

HKFRS 16 is not expected to impact significantly on the
way that lessors account for their rights and obligations
under a lease. However, once HKFRS 16 is adopted,
lessees will no longer distinguish between finance leases
and operating leases. Instead, subject to practical
expedients, lessees will account for all leases in a similar
way to current finance lease accounting, i.e. at the
commencement date of the lease the lessee will recognise
and measure a lease liability at the present value of the
minimum future lease payments and will recognise a
corresponding “right-of-use” asset. After initial
recognition of this asset and liability, the lessee will
recognise interest expense accrued on the outstanding
balance of the lease liability, and the depreciation of the
right-of-use asset, instead of the current policy of
recognising rental expenses incurred under operating
leases on a systematic basis over the lease term. As a
practical expedient, the lessee can elect not to apply this
accounting model to short-term leases (i.e. where the
lease term is 12 months or less) and to leases of low-
value assets, in which case the rental expenses would
continue to be recognised on a systematic basis over the
lease term.
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HKFRS 16, Leases (continued)

HKFRS 16 will primarily affect the Group’s accounting as
a lessee of leases for properties which are currently
classified as operating leases. The application of the new
accounting model is expected to lead to an increase in
both assets and liabilities and to impact on the timing of
the expense recognition in the income statement over the
period of the lease. As disclosed in note 24(a), at
31 December 2017 the Group’s future minimum lease
payments under non-cancellable operating leases amount
to $7,295,000 for certain properties, the majority of which
is payable either within one year or between 1 and 5
years after the balance sheet date. Some of these
amounts may therefore need to be recognised as lease
liabilities, with corresponding right-of-use assets, once
HKFRS 16 is adopted. The Group will need to perform a
more detailed analysis to determine the amounts of new
assets and liabilities arising from operating lease
commitments on adoption of HKFRS 16, after taking into
account the applicability of the practical expedient and
adjusting for any leases entered into or terminated
between now and the adoption of HKFRS 16 and the
effects of discounting.

HKFRS 16 is effective for annual periods beginning on or
after 1 January 2019. The standard offers different
transition options and practical expedients, including the
practical expedient to grandfather the previous assessment
of which existing arrangements are, or contain, leases. If
this practical expedient is chosen, the Group will apply the
new definition of a lease in HKFRS 16 only to contracts
that are entered into on or after the date of initial
application. If the practical expedient is not chosen, the
Group will need to reassess all of its decisions about
which existing contracts are, or contain, leases, using the
new definition. Depending on whether the Group elects
to adopt the standard retrospectively or follow a modified
retrospective method of recognising a cumulative-effect
adjustment to the opening balance of equity at the date
of initial application, the Group may or may not need to
restate comparative information for any changes in
accounting resulting from the reassessment. The Group
has not yet decided whether it will choose to take
advantage of this practical expedient, and which transition
approach to be taken.
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a HANS ENERGY COMPANY LIMITED
FIVE YEAR FINANCIAL SUMMARY
LFEMBERE

(Expressed in Hong Kong dollars) (JA % T 31 7R)

Year ended 31 December

BEt-A=t-BLEE

RESULTS £

Revenue A 220,421 211,506 223,203 222,347 274,153
Profit/(loss) before taxation BREAER/ (BE) (115,444) (115,491) (97,531) (71,609) 1,919
Income tax Frig# 584 125 (2,742) (7,699) 675

Profit/(loss) attributable to NGID Y
equity shareholders of the wFl/ (E8)
Company (108,061) (108,814) (94,469) (75,611) 355

Profit/(loss) attributable to TR R
non-controlling interests wF/ (B8) (6,799) (6,552) (5,804) (3,697) 2,239

Profit/(loss) for the year FREF/ (BE) (114,860)  (115,366)  (100,273) (79,308) 2,594

At 31 December
R+t=ZA=+—H
2014 2015
—E-mE ZZT-RE

§'000 $'000
T T

ASSETS AND LIABILITIES BERER

Total assets BERE 1,831,548 1,710,331  1,495723 1283331 1,315,233
Total liabilities BESS 1,511,831 1,507,552 1,409,944 1,289,830 1,306,835
Net assets/(liabilities) BE/(AB)FE 319,717 202,779 85,779 (6,499) 8,398
Non-controlling interests FERER 34,441 27,744 20,564 15,729 19,154
Total (deficit)/equity LNGIR Y

attributable to equity B (54 /s

shareholders of the

Company 285,276 175,035 65,215 (22,228) (10,756)
Total equity/(deficit) BEs/ (B4 319,717 202,779 85,779 (6,499) 8,398

\ 148 ANNUAL REPORT 2017



Hans Energy Company Limited

ZEREREBREDF

Unit 2608, 26th Floor,
Harbour Centre, 25 Harbour Road
Wanchai, Hong Kong

BB BB EE55
B L26IE2608F

www.hansenergy.com

#» This annual report is printed on environmental paper

O BERUERAEDR



	COVER
	CONTENTS
	CORPORATE INFORMATION
	MANAGEMENT DISCUSSION AND ANALYSIS
	PROFILE OF DIRECTORS AND SENIOR MANAGEMENT
	CORPORATE GOVERNANCE REPORT
	DIRECTORS’ REPORT
	ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
	INDEPENDENT AUDITOR’S REPORT
	CONSOLIDATED INCOME STATEMENT
	CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
	CONSOLIDATED BALANCE SHEET
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONSOLIDATED CASH FLOW STATEMENT
	NOTES TO THE FINANCIAL STATEMENTS
	FIVE YEAR FINANCIAL SUMMARY
	BACK COVER



