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Directors’ Profile
EE/BI

Executive Directors

Shum Siu Hung, aged 60, is Chairman of the Company.
Mr. Shum is responsible for the formulation and implementation
of corporate policies and strategies. Mr. Shum has over 30
years of experience in international trading and investment in the
Mainland China.

Shum Chun, Lawrence, aged 40, is Managing Director of the
Company since 2009. Mr. Shum graduated from the University
of Saskatchewan with a degree in Bachelor of Arts, majoring in
Economics. Prior to joining the Company in 2004, Mr. Shum has
pursued a career in finance and accountancy in an international
accounting firm. He is the son of Mr. Shum Siu Hung.

Cen Ziniu, aged 50, graduated from Shanghai Jiao Tong
University with a Master’'s Degree in Business Administration
and has been involved in trading businesses in Hong Kong
and the Mainland China, holding senior managerial positions.
Mr. Cen has extensive experience in dealership management,
business formation and marketing. He is responsible for market
development of the Group and overseas operations. He is a
cousin of Mr. Shum Siu Hung.

Chiu Sing Chung, Raymond, aged 60, has been executive
director and is responsible for the overall operations since
August 2003 and in charge of various business projects in the
Group. Prior to joining the Company Mr. Chiu had over 20 years’
experience in banking and management. He has been involved
in the financing and supervision of business projects in the
Mainland China since the late 1980’s and was in charge of the
management and control of a wide range of projects.

Siu Ka Fai, Brian, aged 56, graduated from the Chinese
University of Hong Kong with a Bachelor of Arts degree.
He conducted a further course of study in real estate at the
University of British Columbia in Canada and then had over
20 years experience in the investment and real estate field,
working with various reputable companies in Hong Kong and the
Mainland China. Mr. Siu joined the Group in 2005 and is currently
in charge of the Group’s liquefied petroleum gas purchasing and
liquefied petroleum gas re-export operations.
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Directors’ Profile
EE/BI

Wang Jian, aged 39, graduated from Guangzhou Jinan
University with a Bachelor’s Degree in Economics and a Master’s
Degree in Finance. Prior to joining the Group in 2008, Mr.
Wang was engaged by a major bank in the Mainland China and
worked in its banking business department. In November 2014,
Mr. Wang obtained a Doctor’s Degree in Business Administration
from School of Business of Macau University of Science and
Technology.

Independent Non-executive Directors

Cheung Kwan Hung, Anthony, aged 67, has been independent
non-executive director since August 2001. Mr. Cheung is an
associate member of the Association of Chartered Certified
Accountants and the Hong Kong Institute of Certified Public
Accountants. Mr. Cheung graduated from the Hong Kong
Polytechnic University (formerly: the Hong Kong Polytechnic)
with a higher diploma in Accountancy. Mr. Cheung has over 30
years of experience in account, finance and investment banking
profession specializing in equity/debt fund raising, mergers and
acquisition and corporate restructuring before working with
publicly listed companies undertaking corporate management,
planning and strategies development functions. Mr. Cheung
is an independent non-executive director of Tou Rong Chang
Fu Group Limited, Zhuoxin International Holdings Limited and
Great Harvest Maeta Group Holdings Limited, whose shares are
listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

Chan Yuk Wai, Benedict, aged 60, has been independent
non-executive director since March 2006. Mr. Chan is a holder
of a Master of Science Degree in Applied Mechanics (Cranfield
Institute of Technology, U.K.) and a registered professional
engineer in Hong Kong and the U.K. Mr. Chan is graduated with
First Class Honours in mechanical engineering and the recipient
of the U.K. Institution of Mechanical Engineers Outstanding
Project Price Award, 1981. For the last 20 years, Mr. Chan
has taken up key management positions in engineering and
technology businesses in Hong Kong, ranging from pumping
equipment and control systems, mini-piling, and software and
hardware engineering businesses.
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Directors’ Profile
EE/BI

Dr. Xu Mingshe, aged 63, was accredited a doctor’'s degree
in economics by the Xiamen University. He graduated from the
Guangzhou Institute of Foreign Languages with a bachelor’s
degree in English, holds the title of Senior Economist, and has
over 20 years’ experience in the banking-finance field. Since
1980, Dr. Xu has held in succession a series of position in the
top management level in banking sector in the Mainland China,
and has been well connected in the finance and corporate
sectors both in the Mainland China and overseas. Dr. Xu’s
expertise includes public listings, project financing, syndicated
loan, debt restructuring and merge and acquisition. He has
taken part in a considerable number of overseas listing of
Chinese enterprises and other major fund raising exercises. Dr.
Xu was appointed as independent non-executive director of the
Company on 1 July, 2006 and an independent non-executive
director of EPI (Holdings) Limited (a company listed on the Stock
Exchange) from 2006 to 2009.
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Chairman’s Statement
FREHRE

On behalf of NewOcean Energy Holdings Limited (the
“Company”), | am pleased to present the report on the audited
results of the Company and its subsidiaries (collectively as
the “Group”) for the year ended 31 December 2018 to the
shareholders.

In 2018, the overall economy in Southern China had maintained
a steady development. Despite being affected by the declaration
of trade war between the Mainland China and the United
States, the government had proactively stimulated the domestic
demand in response, which also meant a positive impact on the
Greater China market. Thanks to such move, the market had
avoided suffering from a substantial shrinkage, yet the energy
market still suffered prominently from an oversupply situation.
Due to the extensive promotion of environmental protection
and energy conservation by the government, the demand for
traditional energy products for civilian usage had declined. In
addition, the emergence of different new energies has imposed
further structural changes in energy consumption, the Group
has implemented coherent measures with the Government’s
environmental protection i.e. to construct new energy stations.

When the market was facing fierce rival competitions during the
year, the Group had not only actively developed and explored
new markets, but also strived to enlarge the customer portfolios,
altogether contributing to the continuous improvements in our
sales volumes and gross profits. Nonetheless, being struck by
the depreciation of Renminbi together with the sharp fall in oil
prices in the late 2018, the Group’s annual profits had weakened
from approximately HK$800 million from the record, to around
HK$700 million.

Over the years, the Group has been concentrating its businesses
in the Southern China region. Capitalizing on the opportunities
such as those created by the huge population, rapid economic
growth and relatively flexible policies, we successfully established
in the said region a highly efficient logistics chain and an
extensive end-user and wholesaling sales network; all of such
have considerably uplifted the Group’s profitability to a very high
record since years ago. To maintain the profitability is no way
simple, and it is even harder to achieve in an unstable economy
environment. In the past few years, with the view to make up for
the decline in our profitability, we had been adopting the most
straightforward strategy, that was to narrow our profit margin
to strike for significant sales expansion. This strategy was not
effective to the extent as we expected, however it did give
significant contribution to upkeep the Group’s earning capability.
In the long run, probably to follow our country’s ‘Belt and Road
Initiative’ is the best solution to the existing problems. | strongly
believe when we have new markets overseas, but not to put our
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Chairman’s Statement
FREHRE

business focus solely on one single market, we shall be able to
effectively diversify our operating risks and to continually improve
our investment return, so thus our profitability.

In 2017, | personally led the key management of the Group to
go beyond Hong Kong and the Mainland China to establish the
Group’s first procurement centre in Malaysia. Such base had
helped sourcing oil products at a lower cost for the Hong Kong
oil business, meanwhile marked a new chapter for the Group
to establish its foothold in the marine bunkering operation in
Singapore. During the year, the Group had boosted the business
of its Singaporean base to reach an annual sales volume of
around 1,200,000 tonnes, laying a strong foundation for it to
further achieve a monthly sales volume of 300,000 tonnes in
the future. Although the establishment of our oil refinery had
been delayed due to the Malaysian general election and regime
change, |, together with the management, had arranged several
visits to Malaysia during the year to facilitate our preliminary
negotiations with the local government and relevant departments
on the matter of the establishment of our oil refinery. | sincerely
believe, such oil refinery project will be the driving force for
the Group’s overseas developments in the long run. It will also
enable a huge part of the Group’s oil business to be operated
under self-sustained model by efficiently providing quality
products to our end-user sales network, reducing their operating
costs to a further extent and enhancing its competitiveness in
the market.

| firmly believe, the status quo can only be changed by the power
of putting words into deeds, and turning ideas into actions for
realising a better future, which also was, is and will always be
the business philosophy that NewOcean firmly upholds.

Given that substantial capital is expected to be summoned for
implementing our overseas investments, the Board does not
recommend the declaration of a final dividend for 2018.

| hereby take the opportunity to express on behalf of the Board
the appreciation we have to our staff for their contribution in the
past year, and look forward to the creation of a better future
where we all unite to brave any challenges ahead in the Group’s
spirit of perseverance.

Shum Siu Hung
Chairman

22 March 2019
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Management Discussion and Analysis
BIEE 25 wm AT

Market Overview

International crude oil market — In the first half of 2018,
oil prices showed a relatively stable trend, lingering between
a narrow range from US$60 to US$70 per barrel. However,
dramatic changes had been observed in the second half of
the year. Since August, oil prices had been on a continuous
climb from approximately US$67 per barrel, hitting a high
of approximately US$85 per barrel in October, whereby
the prices began sliding by approximately 40% to around
US$50 per barrel at the end of the year, contributing to
the annual average of approximately US$70 per barrel. In
2019, oil prices began picking up in January, climbing back
to approximately US$66 per barrel in mid-February. At
present, the market in general anticipated that crude oil has
substantially regained its equilibrium pricing; nonetheless,
the play between the cutting production by oil-producing
countries such as Saudi Arabia, and the increase in shale
oil production by the United States still acts as an important
factor in disrupting such balance. The slowdown in global
economic growth, coupled with the factors contributing to
the declaration of the global trade war, are absolutely not
ringing the bell to proclaim any good news for leveraging
the petroleum to promote economic growth, therefore the
Group expects further volatility of oil product prices in the
near term.

The oil and gas consumer market in the Mainland
China - In respect to China, the rebound in oil products
prices for the majority of 2018 had continuously fueled the
performance of upstream industries such as exploration
and oil refinery. In contrast, downstream industries still
reported a meager growth despite the launch of national
policies favorable to downstream players, including the
cuts in valued-added taxes and taxes on imported vehicles,
as well as the relative measures in lowering logistic costs.
According to the statistics published by the National
Bureau of Statistics of China in December 2018, the
growth in industrial production and retail consumption had
slackened, among which the growth in retail sales even
hit its rock-bottom for the first time over 15 years, which
was far from the market expectation. All of these had
reflected a possible prolonged economic stagnation in the
Mainland China, which may in turn drag down the public
demand in petroleum. On the other hand, the demand for
liquefied petroleum gas (“LPG”) for usages as re-export
and civilian consumption remained steady and with an
upward trend; in particular, LPG being used as a chemical
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Management Discussion and Analysis
BIEE 25 wm AT

raw material had seen a considerable growth in China
especially in Guangdong Province over the recent years.
Concurrently, due to the emergence of liquefied natural
gas (“LNG”) electric energy and even hydrogen gas, as well
as the structural changes in the taxi market, the vehicle-
related demand of LPG had been continuously declining.
In the long run, the demand for oil products and LPG
in the Mainland China will likely sustain moderate rates
of growth. In long run, the Group looks to tap into both
the domestic and overseas markets while consolidating
its existing customer market, given that the demands
of oil products and LPG in the Mainland China will be
likely impacted by the emergence of new energies such
as LNG and electric energy. This will serve to increase
the market competitiveness of other new energies due
to the increasing oil product and LPG prices, and the
promulgation of environmental production policies by the
government.

The exchange rate of Renminbi — In the first quarter of
2018, the exchange rate of Renminbi against the US dollar
continued to ride on the upward trend of the fourth quarter
of 2017, moving from 6.49 to a high of 6.25. Thereafter, the
China-US trade war and other unfavourable factors started
pushing down the Renminbi since May, during which the
rate had even dropped to a low of around 7, with such fall
being eased off to around 6.90 by the end of December.
Given that the Group’s main incomes are denominated
in Renminbi, the depreciation of the currency poses a
considerable impact on the profitability and performance
of the Group. With the aim of mitigating the influence of
volatile exchange rates, the Group has deployed various
defensive measures such as strengthening its main
businesses denominated in the US dollar. This includes the
expansion of our marine bunkering business in Singapore
which increases our US dollar cash inflow and thereby
minimizes unnecessary exchange of Renminbi, in addition
to expediting the exchange of RMB into the US dollar at
times of RMB depreciation.
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Management Discussion and Analysis

BIRE Z wwm Mo

2.

Performance overview

2.1

Basic situation

The Mainland China market was still plagued by
overcapacity in 2018. Under a less satisfactory
operating environment, our excellent procurement
team and end-user sales networks had given full play
to their competitive edges and continuously expanded
the operating scale of our LPG and oil/ chemical
products (collectively as “oil products”) businesses
during the vyear, thereby the sales in LPG and oil
products had also improved. However, given the
intense competitions, coupled with several hikes in
costs following the rise in oil prices in the first half of
the year and the unexpected sharp fall in oil prices at
the end of the year, the Group had made a provision
for its inventories of its net realizable value, resulting
into a prominent fall in our operating gross profits
of oil products; additionally, with the depreciation of
Renminbi in 2018, the Group’s profits were negatively
hampered, leading to the decline in our net profits as
compared to that of last year.

During the year, with the escalations in our sales
volume and prices, our revenue had increased
rapidly, which in turn led to a significant growth in the
balances of inventories and trade receivables at the
end of the year. In the field of coping operating risks,
the Group has owned years of solid experience and
has always been well-prepared from the start. Prior to
any sales of credits, the Group would always conduct
strict credit control on all of its clients, and amid
the process, would always perform prudent credit
management measures. Besides, in order to ensure
the continuous expansion of its sales in a low-risk
environment, the Group would also purchase credit
insurance or obtain effective security or collateral for
certain trade receivables, and maintain its inventory
turnover within 30 days.

Apart from the ongoing developments of its energy
business in the Southern China region, the Group
had started to conceptualize the plan of expanding
its business to the overseas markets since 2016 and
started its LPG wholesaling business in Africa. In late
2017, the Group established its first procurement
centre in Malaysia, which mainly assisted the marine
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bunkering businesses in Singapore, Hong Kong and
the Mainland China for diversifying sourcing channels
and lowering their procurement costs. In 2018, the
Group quickened its pace and had its company
in Singapore succeeded in tapping into the local
marine bunkering market within a year, which had
also obtained a wide recognition among the industry
with its professions. Our subsidiary in Singapore had
achieved an annual sales volume of approximately
1,213,000 tonnes, contributing approximately 27%
of the Group’s sales volume of oil products. In
December 2018, the Group started leasing a floating
warehouse with the size of around 300,000 tonnes
for warehousing usages in Malaysia in order to get
itself well-equipped for any further growth in the sales
volume. Therefore, a continuous growth in such share
is expected.

In order to better the industry chain of its energy
business, the Group began to approach and
negotiate with the Malaysian government since
the mid-2017 to express its interest in building a
refinery in Malaysia. After some efforts, the Group
had successfully entered into a memorandum with a
related governmental organization. In 2018, the Group
had been actively applying for governmental approvals
of all kinds, and conducting an in-depth study in
relation to the architecture and product allocation of
the refinery. It had also been seeking for the most
suitable refinery around the world to supply crude
oil for production usages. Yet, the proceeding of
such project was relatively slow due to the Malaysian
general election and regime change in 2018. In the
coming year, the Group will pick up its pace to roll
out the building of its refinery so as to further reduce
its oil product costs.

On the whole, the Group remained its determination
to conduct adjustments on its operating strategies
in 2018. It had also planned to step onto the
international stage with its solid foundation laid in
the Mainland China, in order to maximize its market
opportunities and diversify its operating risks. Moving
forward, we will gradually better our industry chain.
In the long run, we aim to achieve self-sufficiency in
most of the aspects and avoid the plight of replying
on a single sales market or sourcing channel.
Besides, we also aim to better the management of
our business growth, also due to increase our overall
profit generating ability and at the same time reduce
our overall operating costs to its greatest extent.
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2.2 Operating income, net profit and basic earnings 2.2

per share

During the year, the Group had achieved a total
revenue of approximately HK$30,007,805,000
(among which, the revenue of energy products
was approximately HK$29,308,766,000,
contributing around 97.67% of the total revenue),
representing an increase of approximately
36.04% as compared with the total revenue of
approximately HK$22,058,618,000 (among which,
the revenue of energy products was approximately
HK$21,469,496,000, contributing around 97.33% of
the total revenue of the same period of the year) in
last year. During the year, the sales volumes of energy
products had surged more than 353,000 tonnes
as compared with that of the same period of last
year. Additionally, the average prices of LPG and oil
products had also recorded considerable increment
over the year. Together with the steady improvements
in the sales volume of our electronics business during
the year, our revenue had seen a relatively prominent
growth.

During the year, the Group recorded a net profit
of approximately HK$670,456,000, representing a
decrease of approximately 18.71% as compared
with the net profit of approximately HK$824,803,000
in last year. Gross profits improved by around
HK$342,634,000 during the year; however,
our net profit had declined by approximately
HK$154,347,000, which could be mainly due to the
followings: (1) a net exchange loss of approximately
HK$123,695,000 was recorded in 2018; comparing
such with the net exchange gain of approximately
HK$137,070,000 in last year, only the account for
such exchange difference in these two years had
accounted for an decrement of more than HK$261
million; (2) Upon the rapid drop in oil prices in the
late December, the Group leased a new floating
warehouse for oil storage with a size of 300,000
tonnes in Singapore. As moving from the old floating
warehouse to the new one took a certain period of
time, the efficiency of our oil delivery to end customers
had been affected; thus at year end, inventories on
hand of approximately 120,000 tonnes of oil products
purchased in November had suffered from the drop
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2.3

in oil prices, which in turn had caused the Group
to make a provision of around HK$120 million on
the basis of the net realizable value; (3) subsequent
to the HKFRS 9 coming into effect on 1 January of
the year, the Group was required to make a general
impairment losses of approximately HK$90,000,000
for its expected credit loss on trade receivables and
other receivables, of which HK$50,000,000 had
been reflected in the consolidated statement of profit
or loss and other comprehensive income for the
current year. Therefore, the three above-mentioned
non-recurring expenses had already fully explained
the decline instead of the growth in our net profit
during the year.

In 2018, the Group did not engage in any fund raising
activities in relation to our shares; however, one
repurchasing of shares had been conducted in June.
Therefore, for the year ended 31 December 2018,
the weighted average number of the Company’s
issued ordinary shares was 1,470,288,232 shares,
representing a decrease of 5,138,472 shares as
compared with the 1,475,426,704 shares for the
twelve months ended 31 December 2017. During the
year, the basic earnings per share were approximately
HK$0.52, representing a drop of around 8.77%
over the basic earnings per share of approximately
HK$0.57 in last year.

Gross profits

During the year, the total gross profits were
approximately HK$1,966,997,000, representing
a growth of approximately 21.09% as compared
with the total gross profits of approximately
HK$1,624,363,000 in the same period of last year.
During the year, the number of the Group’s energy
products had been on its ongoing climb; however,
with the incessant surge in oil prices during the
year, together with the absence of relief from fierce
market competitions, and the failure of sales prices
in picking up responsively along with the increase in
the procurement costs, our gross profits was further
narrowed after a provision of HK$120 million had
been made on the basis of the net realizable value.
During the year, our gross margin had decreased from
approximately 7.36% of last year, to a mere amount
of approximately 6.55%.

2.3
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2.4

2.5

2.6

Net exchange gain and loss

Under the influences of the declaration of the China-
US trade war, the exchange rate of Renminbi
against the US dollar during the year had declined
drastically by approximately 6.00%; therefore, as of
31 December 2018, the Group had recorded a net
exchange loss of approximately HK$123,695,000,
comparing to its recorded net exchange gain of
approximately HK$137,070,000 in last year.

Changes in fair values of derivative financial
instruments

With the sales volume of oil products on a continuous
growth, there were considerable inventories of oil
products for the Group. In order to mitigate the
negative impact on its interests caused by price
fluctuations of oil products, the trade war and global
economic uncertainties, the Group entered into
several derivative contracts for oil commodities in
accordance to its oil product inventory level for the
purposes of hedging and de-risking. The actual sales
together with the related hedging activities contributed
a net gain of about US$2 million after netting off the
derivative contract cost of about US$10 million.

Finance costs

During the year, due to the large volume of purchases
of oil products, together with the surge in prices of
LPG and oil products and the growth in inventories,
our trade receivables had achieved a relatively large
increment. All of such, together with rounds of interest
rate hikes across the globe, the Group had to utilize
a substantial sum of its bank borrowings to meet with
the needs induced by the increase in liquidity. The
finance costs used in this respect had then increased
to approximately HK$271,302,000, representing an
increment of approximately 44.50% as compared with
the finance cots of approximately HK$187,751,000 in
last year.
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2.7

2.8

Net current assets

As of 31 December 2018, the Group had its
net current assets amounting to approximately
HK$5,870,434,000, and its current ratio of
198.77%, representing an increase of approximately
HK$1,879,728,000 as compared with the net current
assets of approximately HK$3,990,706,000 (current
ratio: 167.91%) as of 31 December 2017. On a whole,
the liquidity of the Group’s short-termed assets still
remained on a considerably secured level.

Fixed assets and investments

Throughout the year of 2018, the Group had invested
approximately HK$200 million into the construction
project of its headquarter located in Zhuhai. Such
increment in investments had already been reflected
in the items of ‘construction in progress’ within
the fixed assets movements and ‘properties under
development for sale’. The headquarter in Zhuhai is
composed of five buildings which had already had all
of their roof capped and are now undergoing interior
renovation. The Group expected that the completion
of the Zhuhai headquarter will be around the second
or the third quarter of 2019, whereby the sales and
leasing business will begin.

As the Group aimed to centralize its resources mainly
on boosting the monthly turnover volume of its
Malaysian procurement centre in oil products (up to
300,000 — 400,000 tonnes), as well as to reserve its
funds for the development of its refinery in Malaysia,
our management had decided to stop investing and
developing the coal project acquired in 2016, and
already sold the project to an independent third party
at the end of the year. The completion of the sale of
the project had recorded a net gain of approximately
HK$3 million.

Due to the fact that the natural gas market in the
Guangdong Province had yet to mature, the Group
had only invested an insignificant amount of resources
into planning and laying the sales network in the
Guangdong Province.
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2.9

3.0

Gearing ratio

As of 31 December 2018, the total balance of
the Group’s bank and other borrowings was
approximately HK$7,173,371,000. Meanwhile,
our bank deposits, pledged bank deposits and
cash balances were amounted to approximately
HK$2,538,892,000. The equity attributable to
owners of the Company was approximately
HK$7,465,486,000. As calculated from the above, the
percentage of the net bank borrowings to the equity
attributable to owners (i.e. the gearing ratio) was
62.08%, which was higher than that of approximately
47.79% in last year. During the year, our revenue
increased significantly, which required a huge sum of
short-termed bank borrowings to meet the needs of
the increased liquidity, resulting that the gearing ratio
of the Group had increased correspondently.

Net cash flow incurred by the operating activities

As of 31 December 2018, a relatively high number of
inventories (mainly oil products) had been recorded
in the account. The sales volumes and prices of
oil products and LPG both increased in a relatively
large extent, resulting into the surge in our trade
receivables. With the significant drop in the balance of
trade payables and bills payables, a net cash outflow
of approximately HK$1.1 billion had therefore been
incurred by the operating activities during this year
(2017: a net cash outflow of approximately HK$0.4
billion).

2.9
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3. Performance review

3.1

3.2

Segment performance

In 2018, the LPG business, oil product business,
electronics business and other businesses of
the Group had achieved an operating income
of approximately HK$30,007,805,000 in total,
representing an increase of 36.04% as compared
with the operating income of approximately
HK$22,058,618,000 in last year. The proportions of
the revenue brought by the three businesses were:

LPG (HK$°000)

Oil products (HK$’000)

20184 » E£EMLPGET - T
X% BSTEBREMEBHRE
IR T 48 & I A %930,007,805,000
B LEHEFEERAY
22,058,618,0007% st #& m 7
36.04% ° It —TEEKEETENLL
Bl A

Electronics (HK$’000)

LPG(F#T)
2018 9,957,788 33.18%
2017 7,991,909 36.23%

During the year, the three businesses had achieved
total gross profits of approximately HK$1,966,997,000
and their respective contribution to the total gross
profits of the Group was:

LPG (HK$’000)

wmE(FET) BF(FET)
19,350,978  64.49% 699,039 2.33%
13,477,587 61.10% 589,122 2.67%
TR E-ZBXBEARBAH

Oil products (HK$°000)

1,966,997,000 B TR EF| : H
HEBEEFNER DR A

Electronics (HK$’000)

LPG (F#iT)
2018 1,341,630 68.21%
2017 984,392 60.60%

Energy products business

LPGH#HEE (1)
(hEHAEESH %)

Sales volume of LPG in tonnes
(percentage contributed to the
total sales volume of the period)

Sales volume of oil products in
tonnes (percentage contributed
to the total sales volume of the
period)

Total sales volume in tonnes

A EE S ()
(EEHBHEENS)

BHEE ()

W& (FET) BF(FET)
585,937 29.79% 39,430 2.00%
592,966 36.50% 47,005 2.90%

3.2 HRFNEERXRD

Full year 2018 Full year 2017

20182 F 20175245
2,107,000 1,893,000 214,000
(31.92%) (30.30%) (11.30%)
4,494,000 4,355,000 139,000
(68.08%) (69.70%) (3.19%)
6,601,000 6,248,000 353,000
(100.00%) (100.00%) (5.65%)
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In 2018, the Group had achieved the sales of
energy products of approximately 6,601,000 tonnes,
representing a growth of 5.65% as compared with the
sales volume of approximately 6,248,000 tonnes in
the same period of last year.

3.2.1LPG business

Over the past few years, the emergence of new
energies indeed fettered the development of
traditional clean energies such as LPG on automobile
and civilian usage in a long run. Fortunately, the
Group had already established and owned a fairly
comprehensive sales network (either end-user or
wholesaling), which enabled it to continue capturing
a larger market share and grow along with the
continuous increase in the domestic industrial usages
of LPG in the recent years. In 2018, the LPG sales
volume of the Group amounted to approximately
2,107,000 tonnes, representing an increase of
approximately 214,000 tonnes as compared with the
sales volume of approximately 1,893,000 tonnes in
last year.

Throughout the year, the LPG business recorded
a revenue of approximately HK$9,957,788,000,
representing an increase of approximately 24.60%
as compared to the revenue of approximately
HK$7,991,909,000 in the same period of last year.
The growth in business revenue was mainly due to
the rise in average prices and sales volumes.

During the year, the gross margin of the LPG
business was 13.47%, representing a slight increment
of approximately 1.15% as compared with the gross
margin of 12.32% in last year.

Procurement

In 2018, the Group procured a volume of
approximately 1,058,000 tonnes of goods from
overseas, which was comparable to that of last
year of approximately 1,054,900 tonnes. The goods
procured from the refineries in China were amounted
to approximately 1,061,000 tonnes, representing
a growth of approximately 26.60% as compared
to the approximately 838,100 tonnes of last year.
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During the period, the total procurement of LPG was Jilt 6.60% ° H3 P LPG H) 48 £

approximately 2,119,000 tonnes, representing an
increase of approximately 11.94% as compared with
around 1,893,000 tonnes of last year.

Sales

In 2018, the total sales volume of LPG was
approximately 2,107,000 tonnes, representing an
increment of 11.30% as compared with approximately
1,893,000 tonnes in 2017.

B2 %) /52,119,000 - £ &£ 4
#71,893,000ME #8 £t + 3 A0 T 4
11.94% o

HE
2018FLPGH 2 35 & 2 4 &

2,107,000 - b, ¥2017F %4
1,893,000 * £F11.30% ©

Sales category Full year 2018 Full year 2017 Increase %
HERH 2018F2F 17525 ¥ %
Wholesalers s 891,000 tonnes I 749,500 tonnes 18.88%
End users BisHP 1,216,000 tonnesi 1,143,500 tonnes & 6.34%
Total By 2,107,000 tonnesi 1,893,000 tonnesii 11.30%

Except for auto-gas refueling, almost all the LPG
sales categories (i.e. Overseas customers, industrial
customers, other terminals and bottling plants and
bottled LPG) in the Mainland China had experienced
growth to various extents during the year as
compared with the sales volumes in the same period
of last year. Such phenomenon was slightly different
from the underperformance of market in the first half
of the year. The second half of the year was usually
a peak season for LPG, with its sales volume being
higher than the first half of the year. Particularly, due
to the declaration of the trade war during the year,
the Chinese government had launched policies to
drive its domestic consumption, which had benefited
the growth in the sales, ranging from the sales of
bottled LPG, to the sales to other terminals and
bottling plants clients. Along with the expansion and
commission of deep processing devices, the demand
of LPG as an industrial raw material had rapidly
plummeted, whereas the proportions of industrial
and chemical consumption had exceeded civilian
consumption market in the Mainland China. For such,
our marketing team had devoted the best of its efforts
to explore such market, and had successfully raised
the annual sales volume of LPG. On one hand, the
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shrinkage in the volume of auto-gas refueling was
relatively serious. In Guangzhou, the LPG auto-gas
refueling market was targeted at buses and taxis as
its core sales targets. Because of the government
policy, parts of the buses had to switch to the use
of liquefied natural gas, resulting into the reduction
in the number of LPG buses, which in turn led to the
diminishing demand for automotive LPG of buses.
On the other hand, the taxi industry was prone to
serious under-utilisation as affected by the improper
on-line car hiring services. In the circumstance that
the demand for LPG from buses and taxies both
declined due to different grounds, the shrinkage in
the business of auto-gas refueling had then become
unavoidable.

3.2.2 0il products business

During the year, the Group achieved a total sales
volume of around 4,494,000 tonnes of oil products,
representing an increase of approximately 3.19% as
compared with approximately 4,355,000 tonnes in
last year.

The oil products business recorded a revenue of
approximately HK$19,350,978,000, representing a
hike of around 43.58% as compared with the revenue
of approximately HK$13,477,587,000 in last year.
Due to the rebound in the average oil products prices,
the revenue grew more than 40% despite the growth
of around 3.19% in the sales volume.

The revenue grew 43.58%, however, by case of the
rise in costs, the provision made on the basis of the
net realizable value amounting to HK$120 million and
the fierce market competitions, the actual decrease
in our gross profits was amounted to around 1.19%
(2018: approximately HK$585,937,000; 2017:
approximately HK$592,966,000). The gross margin
of the oil products business slightly decreased from
around 4.40% in last year to around 3.03% in 2018.
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Procurement

During the year, the Group procured oil products
of approximately 4,396,000 tonnes in total, which
was comparable to approximately 4,355,000 tonnes
in last year; among which, the volume procured
outside the Mainland China (including Hong Kong,
Singapore and etc.) was approximately 2,554,000
tonnes, representing a growth of approximately
460,000 tonnes (an increment of around 21.97%)
as compared with approximately 2,094,000 tonnes
in last year. The volume of procurement conducted
in the Mainland China was approximately 1,842,000
tonnes, representing a slight decrease as compared
to approximately 2,261,000 tonnes in last year.

Sales

Region of sales

Full year 2018

& B F AR B M £ 44,396,000
Wg - Z= R A F 44,355,000 HE
RE—Hx o H A h ARSI
(BIEERE - FINEE)ETHRED
E4)/52,554,000F L EFL
2,094,000M8 + 32 1 T #9460,000
WE7- B (3G 18 4 A 21.97%) © £
WiEITERE /2 4 51,842,000
WE - tb ¥ K F 492,261,000 W8 - B

Full year 2017

Increase (decrease)%

HENE 20182 F M17E2F

Hong Kong g& 1,828,000 tonnesi 1,975,300 tonnes iE (7.46%)

Marine bunkering LN 805,000 tonnes 783,600 tonnes 2.73%

Land bunkering ELing 102,500 tonnes i —  Not applicable 74/

Trading of oil products/ chemical B/ N IBERES 920,500 tonnes§ 1,191,700 tonnes i (22.76%)
products

Singapore ¥ 1,213,000 tonnes#§ 118,700 tonnes [ 921.90%

Marine bunkering by : 1,213,000 tonnes i 118,700 tonnes B 921.90%

China HE 1,453,000 tonnes# 2,261,000 tonnes (35.74%)

Oil products — sales at sea AR~ BLHE 678,600 tonnes 858,800 tonnes &F (20.98%)

Oil products — sales on land BE — BELHE 182,500 tonnesM 210,100 tonnes % (13.14%)

Trading of oil products/ chemical B/ W TEERE. 591,900 tonnes & 1,192,100 tonnes i (50.35%)
products

Total sales volume HYEER 4,494,000 tonnesi 4,355,000 tonnes i 3.19%

In 2017, the Group began the establishment of
its procurement centre in Malaysia; meanwhile, it
had also enlarged the size of its leasing floating
warehouse for oil storage from 100,000 tonnes at the
beginning to 300,000 tonnes at present for supporting
its marine bunkering and wholesaling businesses in
Singapore and Hong Kong. The Group’s subsidiary
in Singapore had also seen its sales volume booming
remarkably for 9 times, reaching an annual record of
1,213,000 tonnes (i.e. a monthly average volume of

EBR017TFRBES KA
DEYHMEES L KHEB
100,000 ME ¥ 2 F R B IR
F3 300,000 MF &1 & = & #1108
BEAEEG LM R ER -
FMBEREEEENIBERF
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100,000 tonnes), altogether had reaffirmed the efforts
of the Group paid over the past year. For the marine
bunkering market in Singapore, the average monthly
oil consumption is up to 4 million tonnes. With the
Group’s long-term objective setting as seizing 10%
of the market share i.e. 400,000 tonnes per month,
the Group has been making the optimal use of its
resources on exploring such an important market in
the past half year and in the foreseeable future, such
as utilizing the limits for issuing letter of credit from
banks and its cash. Unavoidably, due to the limitations
of our resources, the resources put on other markets
and products such as trading of chemical products
will be decreased.

During the year, the total sales volume of the
bunkering business in Hong Kong had decreased
7.46%. Such was mainly related to the trading of oil
products/chemical products, in which there had been
a year-on-year decrease of approximately 22.76%
given a more volatile customer base despite the lack
of limitations on the individual markets. The sales of
oil products on land commenced during the year had
generated sales of approximately 102,500 tonnes,
reflecting a sound beginning for the development of
oil products market on land in Hong Kong.

During the year, the sales volume of oil products in
the Mainland China had decreased approximately
808,000 tonnes, representing a fall of around 35.74%.
Our oil products business in the Mainland China has
adopted a development model which is similar to the
one that is practiced in the Zhuhai LPG Terminal, that
is to make use of infrastructure such as its existing oil
terminal and leased oil terminal to be the distribution
points in order to promote the wholesaling business
of shipping and automotive transportation. Sales
of oil products (at sea and on land) in the Mainland
China has built a solid customer base and was
able to generate a relatively stable sales volume,
with the gross profit margin holding steady around
4% to 5%. Nonetheless, due to the reallocation of
resources by the Group to explore the bunkering
market in Singapore in the second half of the year,
our oil products businesses at sea and on land
had been slightly shrank. In contrast, the chemical
products market was highly limited in the Guangdong
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3.3

3.4

Province with a volatile wholesale customer base
resulting in fluctuating prices and gross profit margins
impacted by numerous factors. The Group believes
that a relatively long period of time will be required
before we can successfully connect with the end-
user customers of the chemical products. During
such period, the Group may significantly reduce the
amount of resources devoted to this aspect in the
second half of the year and in the future, but to allow
the limits for issuing letter of credit from banks and its
cash to be diverted into our other prime markets for
development, including our marine bunkering business
in Singapore. Therefore, the trading of oil products/
chemical products during the year had recorded a
drastic decline of 50.35%.

Electronics business

During the year, the electronics business recorded a
revenue amounting to approximately HK$699,039,000
in total, representing an improvement of nearly
18.66% as compared with the revenue of
approximately HK$589,122,000 in last year. The
gross profits contribution of the electronics business
was approximately HK$39,430,000, representing
a decrease of approximately 16.12% as compared
with the gross profits of around HK$47,005,000.
Additionally, the gross margin in this regards also
decreased to around 5.64% from 7.98% of last year.
The electronics business is not our prime business of
development, thus contributing less than 3% to our
business as a whole.

Other businesses

LNG auto-gas refueling station business — Currently,
the LNG efforts are still under development. With the
rebound in oil prices in the recent two years, LNG is
beginning to have its attractiveness increased to both
users and investors. Our existing projects have been
screened, through which we have also undertaken
initiatives to abandon projects which only have a
slim chance of making a profit to our Group. Instead,
we focused on devoting our resources to invest into
other potential projects. As to the LNG project jointly
conducted with logistic companies, we will also shift
our attention to the constructions of refueling stations
in order to strive for better investment returns.

3.3

3.4
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Real estate business — Such business mainly focuses
on the construction of the headquarter located in
Zhuhai. Upon the completion of the building with its
roof capped at the end of 2017, we had been carrying
out interior decoration at full speed and obtaining
approval for sales from relevant governmental
departments throughout the year in 2018. It is
expected that the sales of such can begin in the
second or the third quarter of 2019 should things go
smoothly.

Business outlook

In the past, the Group has been focusing on the sale of
energy products in the Southern China region. Since the
global market’s LPG and oil production are kept increasing
which leads to an oversupply situation. The Southern China
is the biggest market for energy products, every market
operator wants to increase their sales in order to grow
their market shares which leads to fierce competitions. In
addition to the economic slowdown in the Mainland China
following the declaration of the trade war, such business
have been facing lots of operational difficulties. Indeed, the
issue of oversupply is not a key problem for operators who
have owned a huge end-user market and fully integrated
production chains such as NewOcean Group, who will have
the advantages to stay in the market. Eventually, a balance
between the demand and supply will be reached. For those
operators who manage to maintain market share and being
the cost leader with lower cost per ton compared with the
industry peer, reasonable return expectations are wholly
likely. However, their profitability may inevitably be affected
to a certain extent while awaiting for the market to adjust
itself. It is definitely possible to avoid such risk, which is by
exploring more new markets and diversifying our risks.

Accordingly, the Group has established its development
blueprint in 2017, which was to expand its overseas
business in a proactive manner. Having successfully
expanded into the Singaporean marine bunkering market
in 2018, we will continue to adopt the same operating
strategies, that are designed to push our developments
forward with our end-user markets so as to facilitate
the rapid growth in our business volume. Meanwhile,
we are reviewing the Group’s industry structure and
operating model so as to continuously improve the efficient
coordination between our industry and logistics chains. It
is expected that such measures will enhance our operating
efficiency and further lower our operating costs.
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Oil products business — The developments of our oil
products business will be expedited.

(1)

As for our marine bunkering business, since Hong
Kong or ports along the coastal lines of the Mainland
China are not considered as embodying with any
geographical advantage, our foothold established in
Singapore plays a very crucial role for improving our
marine bunkering business. At the end of 2018, we
had successfully leased a floating warehouse with a
size of approximately 300,000 tonnes in Malaysia as
a procurement centre, which had already sufficiently
helped lowering the procurement costs of fuel oil for
marine uses, and successfully helped the Group to
tap into the marine bunkering market in Singapore.
Our long-term objective is to further increase the
market share and explore stable and long-term
suppliers and clients.

We are currently planning to expand our marine
bunkering business to all of the ports in Malaysia;
meanwhile, our company in Singapore will provide
supply services of oil and technical support for these
new markets.

Other than laying the groundwork for operations in the
Mainland China, we also acquired shareholdings of
three companies which engaged in auto-fuel trading
and oil products transportation in Hong Kong in the
late 2017, which in turn allowed the Group to become
the primary agent of the four major oil companies in
Hong Kong and officially tap into the auto-fuel market
in Hong Kong. The oil sales volume on land was
approximately 102,500 tonnes throughout the year in
2018.

We are not only facilitating our cooperation with
our partners in the Mainland China to construct
refueling stations at prime locations in the Guangdong
Province, but also considering establishing sales
networks of automotive refueling stations by means of
acquisition and mergers.
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LPG business — The retail markets located in the
Southern China region (including Macau and Hong Kong)
will still be the core of our business.

(1)  We are currently exploring more opportunities to
develop more end-user markets for our bottled LPG.
Meanwhile, we will enhance our management towards
distributors and provide them with more support
in order to improve our sales volume, and thus our
profitability.

(2)  We are actively exploring more LPG industrial users.
When the emergence of new energies has already
affected the volume of auto-gas refueling for civilian
uses, the volume of LPG for industrial uses is still
skyrocketing on a year-on-year basis, thus our sales
team in the Mainland China will continue its efforts to
look for new industrial clients.

(3) As to the expansion of our business to the overseas
markets, we began wholesaling LPG to Africa two
years ago. At present, we are seeking suitable land
parcels in Africa for the construction of LPG terminal
gas plants and bottling plants. We aim to tap into the
local end-user markets as soon as possible, which
are expected to yield healthy return on capital.

Improvement on our industry chain — Vertical
integration will be conducted.

(1) The Group is now pressing ahead with the
establishment of its refinery project in Malaysia. We
believe that a significant part of the Group’s annual
sales volume of oil and gas will be from the products
manufactured by the refinery upon the completion
of the refinery. Thus, the oil and gas business of the
Group will be able to be largely self-sufficient, instead
of relying on the supply from other sources.

(2)  After the works of such vertical integration, the Group
will be able to achieve better costs management
under a low-risk ecosystem. This will also enhance
the Group’s bargaining power on the international
markets, thus broadening its procurement channels
and realizing its promise on creating more sales
opportunities.

We are confident that a long-term growth in the sales of
the Group and improvements in our profitability can only
be achieved by the continuous expansion of our end-user
sales network in the Southern China region, the active
expansion of sales markets in the overseas markets, as
well as the vertical integration of our supply chain.
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FINAL DIVIDEND

The directors do not recommend the payment of dividend and
propose that the profit for the year be retained.

ANNUAL GENERAL MEETING AND CLOSURE OF
REGISTER OF MEMBERS

The annual general meeting of the Company will be held on
Wednesday, 5 June 2019. A notice convening the annual general
meeting will be published and dispatched to the shareholders in
due course in the manner required under the Listing Rules.

The Register of Members of the Company will be closed
from Friday, 31 May 2019 to Wednesday, 5 June 2019 (both
days inclusive) for the purpose of ascertaining shareholders’
entitlement to attend and vote at the annual general meeting. In
order to qualify for attendance and voting at the annual general
meeting, all transfer documents accompanied by the relevant
share certificates must be lodged for registration with the
Company’s Share Registrars, Tricor Secretaries Limited, at Level
22, Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration not later than 4:30 p.m. on Thursday, 30 May 2019.

CONTINGENT LIABILITIES

The Group had no significant contingent liabilities at 31
December 2018 and 2017.

PLEDGE OF ASSETS

At 31 December 2018, apart from the pledged bank deposits of
approximately HK$243,095,000, the Group also pledged its oil
vessels with carrying value of approximately HK$143,514,000 to
secure bank loans granted to the Group.

EMPLOYEES AND EMPLOYEE BENEFITS

As at 31 December 2018, the Group employed 1,280 (2017:
1,295) full time employees in Hong Kong, Macau, Singapore and
other regions in the Mainland China. The Group remunerated
the employees based on their performance, experience and
prevailing market practice. Employee benefits provided by the
Group include a mandatory provident fund scheme and medical
insurance scheme.
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The Company is committed to good corporate governance
principles. Its Board recognises that an effective corporate
governance framework and high governance standard are both
essential to the Company’s long-term development. Set out
below is the corporate governance report prepared by the Board
in accordance with Appendix 14 “Corporate Governance Code
and Corporate Governance Report” of the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”).

Corporate Governance Practices

Throughout the year ended 31 December 2018 the Company
applied the principles and complied with all code provisions
as set out in the corporate governance code (the “CG Code”)
contained in Appendix 14 for the Listing Rules, save for a
deviation from the provision governing tenure of non-executive
directors mentioned below.

Provision A.4.1 of the CG Code provides that non-executive
directors shall be appointed for specific term, subject to
reelection. The Company deviated from this provision in that
none of the non-executive directors are appointed for a fixed
term, instead their tenure of office are governed by the provisions
for retirement by rotation and re-election as provided in the
byelaws of the Company (these provisions are described in the
paragraph headed “Non-executive Directors” below). The board
of directors believes that the fixing of the tenure of non-executive
directors by way of provisions contained in the bye-laws, and
the shareholders’ right to re-elect retiring non-executive directors
as contained in the bye-laws, will serve the long term interests
of the Company. In the opinion of the Board, the measures
adopted by the Company are no less exacting than those in the
CG Code.

Directors’ Securities Transactions

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

The Board currently comprises six executive directors and
three independent non-executive directors. Biographical details
of all directors of the Company are set out in the paragraph
headed “Directors’ Profile” on page 4 to page 6. The current
structure and composition of the Board have provided it with an
appropriate mix of skills, knowledge, experience and diversity
and the Board reviews its structure and composition from time to
time to ensure that appropriate expertise and independence are
maintain.

Membership of the Board during the year ended 31 December
2018 were as follows:

Executive Directors

Shum Siu Hung (Chairman)

Shum Chun, Lawrence (Managing Director)
Cen Ziniu

Chiu Sing Chung, Raymond

Siu Ka Fai, Brian

Wang Jian

Independent Non-executive Directors

Cheung Kwan Hung, Anthony
Chan Yuk Wai, Benedict
Dr. Xu Mingshe

All directors have disclosed to the Company the number and
nature of offices they held in public companies or organizations
and other significant commitment, including the identity of the
public companies or organizations and indication of the time
involved. Managing Director Mr. Shum Chun, Lawrence is the
son of Mr. Shum Siu Hung, Chairman of the Company and a
cousin of Mr. Cen Ziniu, executive director of the Company. The
Board establishes the strategic direction for the development of
the Company and sets out the objectives of the management,
with operational decisions and execution delegated to the
management. The Board also approves annual budgets, major
funding proposals and investment proposals, and oversees the
processes for evaluating the adequacy of internal controls, risk
management, financial reporting and compliance. The Board is
responsible for the corporate governance functions of the Group,
including the development and review of the Group’s policy and
practices on corporate governance.
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With the assistance of the company secretary, Board meetings
are initiated by the Chairman and all directors are consulted on
the agenda. Procedures are established for all directors to have
free access to board papers and related information, to review
the Group’s internal controls, and to have the services of the
company secretary to ensure matters are transacted in the Board
in accordance applicable rules and practices. Directors may seek
independent professional advice upon reasonable request to
discharge their duties. All committees of the Board have specific
terms of reference clearly defining their respective powers and
responsibilities and committee meetings are held as required
under these terms of reference. All committees are required by
their terms of reference to report to the Board in relation to their
decisions or recommendations.

The following table shows the attendance of directors at
meetings of the Board during the year ended 31 December
2018:

Name of director

EEgSE
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HHE  RREEERFHETHEERY
BRIREG BEEREABRNERTERE
VEEERLUBTHARE - EEQETHA
EEEHATYETRIERE  ERIMAE
EeMENRET  TIRBEBMEGELE
ZHZEeeH - FEZEEHARRER
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TRETRHZ2018F12A31HIEFE RS
EENEES LR 2HFLE

Number of Meetings

Executive Directors:

Shum Siu Hung (Chairman)

Shum Chun, Lawrence (Managing Director)
Cen Ziniu

Chiu Sing Chung, Raymond

Siu Ka Fai, Brian

Wang Jian

Independent Non-executive Directors:
Cheung Kwan Hung, Anthony

Chan Yuk Wai, Benedict

Dr. Xu Mingshe

Attended
HESERE
HITERE -
B (FRE) 4/4
BE (E FAAAETE) 4/4
BG4 4/4
AR 4/4
EXRE 4/4
Fer 4/4
BUHHTEE -
K958 4/4
PR B JE 4/4
‘rATEL 4/4

During the year, all directors received regular briefing and
updates on the Group’s business, operation and corporate
governance matters. They also attended training relevant to the
industry, regulatory updates or directors’ duties to develop and
refresh their knowledge and skills as listed company directors.

FR-MAESFETHRIARREHNG
BLEH HELEERDEEREHE - RE
IRE2METTRAARE - MR RIRRAOE =X
EERENEI  ABERMBRIESLTA
RIE SFHY R S B BE »
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Through participating in the Company’s board meetings and
committees meetings, and review of briefings and updates
on the Company’s business and affairs, all directors are able
to make contribution required from them to the Board and to
the development of the Company. The Company has received
confirmation from each director that he has given sufficient time
and attention to the affairs of the Company during the year
under review. The Company has also received from the directors
a record of training received by them during the year which is
summarized as follows:

RAMEFEIHRLE
28E  REHAARANERRER 2B
CRERELNEESTE RARR R
REHMEBROER - AAREKRIIEGUE
SRR RFABHARANFEHRATRE
FERET ARBTERIETRFAE
X2 L8k WA

Type of Training

Name of director Attended
EElR H eI R
Executive Directors: HITERE -
Shum Siu Hung (Chairman) E D (ERE) A B
Shum Chun, Lawrence (Managing Director) BB (EFLEMHE) A B
Cen Ziniu ZF4 A B
Chiu Sing Chung, Raymond AR A B
Siu Ka Fai, Brian BRE A B
Wang Jian FEX A B
Independent Non-executive Directors: BIBITEE
Cheung Kwan Hung, Anthony RS A B
Chan Yuk Wai, Benedict FR B JE A B
Dr. Xu Mingshe HmEMELT A B
Notes: it
A Attending briefing and updates on rules and regulations related to A R B 2 EVRVE R SFRIE B A0 38 A R R &
corporate governance law and practice M
B Reading of material and updates on the Group’s operation and B B EASEE AT L R B
finance and on the industry generally ZER
ITRREFHIER

Chairman and Managing Director

ARANEIFENEFHEEZRBRUCED
EEQWRIY T —HAEBEEIIAERER R
EXERKECHEERHOBREST - £/F
MBEERESENRE  RHEMEEEA
MADEENERERUNEEELREESRS
MR - EFHEENBRESREEENSE
g BREXRF EOBERRNAIARIES R

The roles of Chairman and Managing Director of the Company
are separated by written guidelines adopted by the Board to
ensure a clear division of responsibilities. The responsibilities
of the Chairman include leadership of the Board, providing
relevant information and mobilizing the collective resources of
the directors in the Board’s roles and functions. The Managing
Director is responsible for leadership of the management, and for
execution of business strategies and front-line execution.
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Non-Executive Directors

As at the date of this report, three members of the Board are
independent non-executive directors. The term of appointment
of non-executive directors is governed by the Company’s
byelaws pursuant to which at each annual general meeting one-
third of the directors of the time being (or, if their number is
not a multiple of three, the number nearest to but not greater
than one-third) shall retire from office by rotation provided that
the chairman of the Board and/or the managing director of the
Company shall not, whilst holding such office, be subject to
retirement by rotation or be taken into account in determining
the number of directors to retire in each year.

The Company has received annual confirmation of independence
from each of the independent non-executive directors in
accordance with Rule 3.13 of the Listing Rules. The Board
has assessed their independence and concluded that all the
independent non-executive directors are independent within the
definition of the Listing Rules.

During the year, arrangements were made for the non-executive
directors to meet with the Chairman without the presence of the
executive directors, to consider and discuss various matters in
respect of the management of the Company.

Board Committees

The Company has set up three Committees in accordance with
the CG Code, namely the Remuneration Committee, Nomination
Committee and Audit Committee. In addition to the above 3
Committees, the Board has set up an Executive Committee
comprising all executive directors on the Board. Under its terms
of reference, the Executive Committee is responsible for the
oversight of the management of the Group and the formulation
of administrative guidelines.

Annual Reggjf 2018 W
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Audit Committee

The Company has adopted terms of reference for the Audit
Committee, which are in line with the principles of the CG Code
and are posted on the Company’s website. The Audit Committee
comprises all independent non-executive directors and two
executive directors as follows:

Cheung Kwan Hung, Anthony (Committee Chairman)
Chan Yuk Wai, Benedict

Dr. Xu Mingshe

Shum Chun, Lawrence

Cen Ziniu

The principal duties of the Audit Committee are to ensure the
objectivity and credibility of financial reporting and internal control
procedures as well as to maintain an appropriate relationship
with the external auditor of the Company.

The Audit Committee has reviewed with the management the
effectiveness of the internal audit function and the system of
internal control covering all material controls, including financial,
operational and compliance controls and risk management
functions. Through direct communication and meetings with the
management, the Audit Committee has reviewed the financial
reporting of the Company, including the Company’s interim and
annual reports, and the financial position of the Company as
disclosed in the financial reports, and it has also reviewed the
engagement of external auditors and the effectiveness of the
audit process.

The Audit Committee met 2 times during the year 2018 during
which the following matters were reviewed and discussed:

° Auditing and financial reporting matters;

° Appointment and remuneration of external auditor;

° Non-auditing work of external auditor;

° Financial reporting process and risk management functions;
° Maintenance of the Group’s internal control system;

° Review of interim results and audited financial statements;

FREAT

$ BRI ENBERZESRERE R
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o Review and monitor of the internal audit function; and o EMRERNSERNE R

REANEEBEEIRINGE - MBERRE
Fr - IR 2018 FNFPEf= 6 E o

o Based on the Group’s risk management function i.e policies
and procedures, formulate the scope of internal audit work
for 2018

Attendance of each member of the Audit Committee at meetings REERNEZZESEBUKERFERIENOT
during the year is as follows:

Number of Meetings

Name of Member Attended
BREMR HESERE
Cheung Kwan Hung, Anthony (Committee Chairman) KEB(ZEEEF/E) 2/2
Chan Yuk Wai, Benedict BRIB AR 2/2
Dr. Xu Mingshe AT 2/2
Shum Chun, Lawrence 2a 2/2
Cen Ziniu ZF4 2/2
Remuneration Committee FHEEE

The Company has adopted terms of reference for the
Remuneration Committee, which are in line with the principles
of the CG Code and are posted on the Company’s website.
The Remuneration Committee comprises three independent
nonexecutive directors and two executive directors as follows:

Cheung Kwan Hung, Anthony (Committee Chairman)
Chan Yuk Wai, Benedict

Dr. Xu Mingshe

Shum Chun, Lawrence

Chiu Sing Chung, Raymond

The Remuneration Committee is responsible for ensuring formal
and transparent procedures for developing remuneration policies
and overseeing the remuneration packages of the executive
directors and senior management. It takes into consideration
factors such as salaries paid by comparable companies,
time commitment and responsibilities of directors and senior
management. The Remuneration Committee meets at least once
a year to access the performance and review the annual salaries
and bonus of the senior executives.

ARBMRIENFMEZESRESRE  HR
AP EE R T AR P A9 5T AR — B
EHBIARRB 2B - HHZE SR TS
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During the year, the Remuneration Committee has assessed the
performance of the executive directors, reviewed and discussed,
among other matters, the Remuneration Policy of the Company
and its implementation. 2 meetings of the Remuneration
Committee were held in the year to review, among other things,
the remuneration packages of the Chairman, the executive
directors and senior executives.

Attendance of each member of the Remuneration Committee at
meetings during the year is as follows:

ER HHEESSCIRRTESNER
%5t R 5 iR (AR IR ) N A TR BIECE R
HH#T - SMEBERERNBH2REE I
EMTRRATEERSRITHABRZHM

e e

REERFHEZBES@BUKELFEREMT

Number of Meetings

Name of Member Attended
BEMR HEERRE
Cheung Kwan Hung, Anthony (Committee Chairman) wEB(ZESLE) 2/2
Chan Yuk Wai, Benedict BRIBAZ 2/2
Dr. Xu Mingshe wETIET 2/2
Shum Chun, Lawrence A 2/2
Chiu Sing Chung, Raymond AR 2/2

Nomination Committee

The Company has adopted terms of reference for the Nomination
Committee, which are in line with the principles of the CG Code
and are posted on the Company’s website. The Nomination
Committee comprises three independent non-executive directors
and two executive directors as follows:

Shum Siu Hung (Committee Chairman)
Cheung Kwan Hung, Anthony

Chan Yuk Wai, Benedict

Dr. Xu Mingshe

Shum Chun, Lawrence

The primary duties of the Nomination Committee are to review
the size, structure and composition of the Board, identify suitably
qualified individual for appointment to the Board, assess the
independence of independent non-executive directors and to
make recommendations to the Board on the appointment or
reappointment of directors and succession planning for directors.
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Board Diversity Policy

In selecting candidates for directorship of the Company, the
Nomination Committee may make reference to certain criteria
such as the Company’s needs, the diversity on the Board, the
integrity, experience, skills and professional knowledge of the
candidate and the amount of time and effort that the candidate
will devote to discharge his/her duties and responsibilities.

The Company also recognises and embraces the benefit of
having a diverse Board to enhance the quality of its performance
and hence the purpose of the Board diversity. To comply with
the provision A.5.6 of the CG Code, a board diversity policy was
adopted by the Company pursuant to which the Nomination
Committee is responsible for monitoring the implementation of
the board diversity policy and assessing the Board composition
under diversified perspectives (including but not limited to
gender, age, cultural and educational background, professional
qualifications, skills, knowledge and industry and regional
experience). The Nomination Committee shall report its findings
and make recommendation to the Board. Such policy and
objectives will be reviewed from time to time to ensure their
appropriateness in determining the optimum composition of the
Board.

Nomination Policy
1. Objective

1.1 The Nomination Committee shall nominate suitable
candidates to the Board for it to consider and make
recommendations to board of directors for election as
executive directors or non-executive directors of the
Company to fill casual vacancies.

1.2 The Nomination Committee may, as it considers
appropriate, nominate a number of candidates more
than the number of directors to be appointed or re-
appointed at a general meeting, or the number of
casual vacancies to be filled.
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2. Selection Criteria

2.1

2.2

The factors listed below would be used as reference
by the Nomination Committee in assessing the
suitability of a proposed candidate.

° Reputation for integrity

° Accomplishment and experience in the energy
industry, in particular, in the liquefied petroleum
gas, oil and other energy products markets

° Commitment in respect of available time and
relevant interest

° Diversity in all its aspect, including but not
limited to gender, age (18 years or above),
cultural and educational background, ethnicity,
professional experience, skills, knowledge and
length of service

These factors are for reference only, and not meant
to be exhaustive and decisive. The Nomination
Committee has the discretion to nominate any person,
as it considers appropriate.

Retiring non-executive directors, save for those who
have served as non-executive directors for a period of
9 consecutive years, are eligible for nomination by the
Board to stand for re-election at a general meeting.
For the avoidance of doubt, (a) the 9-year period for
determining the eligibility of an non-executive directors
(including a retiring Government Appointed Director
who opts for election) for nomination by the Board to
stand for election at a general meeting would count
from his/her date of first appointment as an non-
executive directors until the date of the forthcoming
annual general meeting when his/her current term of
service will expire at the end of that meeting; and (b)
an non-executive directors who has been serving on
the Board for a period of 9 consecutive years or more
may continue to hold office until expiry of his/her
current term.
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2.3 Proposed candidates will be asked to submit the

2.4

necessary personal information in a prescribed form,
together with their written consent to be appointed
as and executive directors or non-executive directors
and to the public disclosure of their personal data
on any documents or the relevant websites for the
purpose of or in relation to their standing for election
as executive directors or non-executive directors.

The Nomination Committee may request candidates
to provide additional information and documents, if
considered necessary.

3. Nomination Procedures

3.1

3.2

3.3

3.4

The secretary of the Nomination Committee shall call
a meeting of the Nomination Committee, and invite
nominations of candidates from Board members if
any, for consideration by the Nomination Committee
prior to its meeting. The Nomination Committee may
also put forward candidates who are not nominated
by Board members.

For filling a casual vacancy, the Nomination
Committee shall make recommendations for the
Board’s consideration and approval. For proposing
candidates to stand for election at a general meeting,
the Nomination Committee shall make nominations to
the Board for its consideration and recommendation.

until the issue of the shareholder circular, the
nominated persons shall not assume that they have
been proposed by the Board to stand for election at
the general meeting.

In order to provide information of the candidates
nominated by the Board to stand for election at a
general meeting, and to invite nominations from
shareholders, a circular will be sent to shareholders.
The circular will set out the lodgment period for
shareholders to make the nominations. The names,
brief biographies (including qualifications and relevant
experience), independence, proposed remuneration
and any other information, as required pursuant to
the applicable laws, rules and regulations, of the
proposed candidates will be included in the circular to
shareholders.

2.3

2.4
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3.5 A candidate is allowed to withdraw his candidate
at any time before the general meeting by serving a
notice in writing to the company secretary.

u#%%kgﬁmaﬁﬂh
RAATMER L EMAME

3.5 fxiE

3.6 EFGHNHEEREAERRK

3.6 The Board shall have the final decision on all matters CLE2ENMEAESEAREBAT
relating to its recommendation of candidates to stand o
for election at any general meeting.

The Nomination Committee will review the Nomination REZECERTIREZBER(BERS

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

2 meetings of the Nomination Committee were held in
the year to review and discuss the structure, diversity,
size and composition (including the skills, knowledge and
experience) of the Board and to assess the independence
of independent nonexecutive directors of the Board. The
Nomination Committee considers that all Board members
possess the relevant skill and knowledge in the area of
the business operation of the Group. The Nomination
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Committee also considers that an appropriate mix of skills, WHEREFSREOAFEEEZ -
experience, knowledge, expertise and diversity on the

Board is maintained and therefore no measurable objectives

were proposed to the Board.

Attendance of each member of the Nomination Committee REENELZERBFUKEZEHRER
at meetings during the year is as follows: £ g/ N

Number of Meetings

Name of Member Attended
1541 : %1 HEEERE
Shum Siu Hung (Committee Chairman) BV (ZEEEEE) 2/2
Cheung Kwan Hung, Anthony SR 89796 2/2
Chan Yuk Wai, Benedict BRIBAZ 2/2
Dr. Xu Mingshe wmEMELT 2/2

Shum Chun, Lawrence 298 2/2
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Corporate Governance Function

The Board does not have a Corporate Governance Committee.
The functions that would be carried out by a Corporate
Governance Committee are performed by the Board as a whole
and are as follows:

° to develop and review the Company’s policies and
practices on corporate governance;

° to review and monitor the training and continuous
professional development of directors and senior
management;

° to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

° to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors; and

° to review the Company’s compliance with the Code and
disclosure in the Corporate Governance Report.

The Company’s corporate governance policy is formulated
with an emphasis on transparency and accountability to all
shareholders of the Company. The Board strives to comply with
the code provisions and reviews its corporate governance policy
regularly in order to maintain high standards of business ethics
and corporate governance, and to ensure the full compliance of
our operations with applicable laws and regulations.

During the year, all members of the Board have discussed and
reviewed, among other things, the Company’s policies and
practices on corporate governance. They have also reviewed and
monitored the training and continuous professional development
of directors, and the Company’s policies and practices on
compliance with legal and regulatory requirements as well as
its disclosure in the Corporate Governance Report. A code of
conduct applicable to employees and directors setting out the
standards of behaviour that the Company expects from them and
the guidelines on how they should handle different situations in
business dealings with the Group were formulated and adopted
by the Board. The board also established written guidelines no
less exacting than the Model Code for dealing in the Company’s
securities by employees of the Company, or directors or
employees of the Company’s subsidiary or holding companies,
who are likely to possess inside information of the Group.
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Internal Control

The Board is responsible for the Group’s system of internal
controls and for reviewing its effectiveness and for this
purpose has maintained an internal audit function which is
internally resourced and forms part of the Group’s permanent
establishment. The management of the Company has established
a set of comprehensive policies, standards and procedures in
areas of operational, financial and risk controls for safeguarding
assets against unauthorized use or disposition; for maintaining
proper accounting records; and for ensuring the reliability of
financial information to achieve a satisfactory level of assurance
against the likelihood of the occurrence of fraud and errors.

The evaluation of the effectiveness of the Group’s internal control
is conducted by the internal audit function on an on-going basis,
and the responsible personnel will directly report to the Audit
Committee on any significant finding on internal controls.

The Board considered that throughout the year 2018, the
Company complied with the code provisions on internal controls
as stipulated in the CG Code. During the year the Company
conducted a full review of the effectiveness of the internal control
system of the Group and discussed the assessment bases with
the management. The Board considered that the existing internal
control systems of the Group are effective.

Inside Information

The Company adopted a policy for disclosure of inside
information which sets out guidelines for the release and control
of inside information to ensure that the Company, its directors
and employees meets the obligations for the handling and
dissemination of inside information. A framework has been
set up to assess whether any particular information is inside
information, to ensure that any information considered to be
inside information should be kept confidential before the relevant
information is fully disclosed to the public, and to coordinate the
disclosure of the information in accordance with the requirements
of the Securities and Future Ordinance and. The Chairman, the
Managing Director, executive directors responsible for the control
of the Group’s operation and the Head of Investors Relations are
authorized as spokespersons of the Company.
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Shareholders’ Rights

Rights of shareholders of the Company are provide under, and
are subject to applicable laws and regulations (which include
the Bermuda Companies Act and the Listing Rules) and the
bye-laws of the Company. Set out below is a brief summary of
certain rights of the shareholders of the Company, which is for
easy reference only. The relevant laws and regulations and the
byelaws of the Company should be referred to for a full account
of such shareholders’ rights.

Convening Special General Meeting on Requisition

Shareholders holding at the date of deposit of the requisition
not less than one-tenth of the paid up capital of the Company
carrying the right of voting at general meetings of the Company
shall have the right to require an special general meeting (the
“SGM”) to be called by the Board by written requisition, duly
signed by the shareholder(s) making the requisition and stating
the purposes of the requisitioned SGM, deposited at the
registered office of the Company.

If within 21 days of such deposit, the Board fails to convene
such SGM, the shareholders making the requisition, or any of
them representing more than one half of the total voting rights
of all of them, may themselves convene an SGM, provided that
the SGM so convened shall not be held after the expiration of 2
months from the date of deposit of the requisition.

Putting Forward Proposals at Shareholders’ Meeting

Proposal may be made by shareholders in the form of resolutions
proposed at an annual general meeting, or in the form of
statements circulated to shareholders with respect to matter(s)
referred to in any resolution or matter to be dealt with at any
general meeting. Shareholders, representing at the date of
deposit of the requisition not less than one-twentieth of the total
voting rights or not less than 100 shareholders, may by written
requisition request the Company to: (a) give to shareholders
notice of any resolution which may properly be moved at the
next annual general meeting of the Company, and which the
requesting shareholders intend to move at that meeting; and (b)
circulate to shareholders a statement of not more than 1,000
words with respect to the matter referred to in any proposed
resolution or the business to be dealt with at the next general
meeting.
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In the case of shareholders requesting the Company to give
notice of a resolution, the written requisition must be deposited
at the Company’s registered office not less than 6 weeks before
the date of the annual general meeting. In the case of any other
requisition, the written requisition must be deposited at the
Company’s registered office at not less than 1 week before the
date of the annual general meeting.

In order to notify the Company at the earliest opportunity of
the deposit/intended deposit of a written requisition referred to
in the above, a copy of the requisition may be delivered to the
Company’s principal place of business in Hong Kong at 23/F.,
The Sun’s Group Centre, 200 Gloucester Road, Wanchai, Hong
Kong or email to cosecdept@newoceanhk.com.

Proposing a Person for Election as Director

Procedures have been set up by the Company in accordance
with the Bye-laws for shareholders of the Company to propose
a person for election as a director. Details of the procedures are
available on the Company’s website.

Contacting the Board for Enquiries

Shareholders may contact the Board for enquiries in respect of
the Company’s information, to the extent such information can
be made available to the public. Shareholders may at any time
make enquiry in respect of the Company in writing at our head
office in Hong Kong by post or facsimile via the numbers and
email address provided on the Company’s website or email to
cosecdept@newoceanhk.com.

Investor Relations

The Company has adopted a Shareholders Communication
Policy. The use and effectiveness of such policy will be
monitored and reviewed regularly by the Board. The Company
recognises the importance of shareholders’ privacy and therefore
will not disclose shareholders’ information without their consent,
unless required by law to do so.

To achieve equal access to information on the Company’s
latest major development, measures have been taken to ensure
all necessary information and appropriate updates are made
available to investors in a timely manner through corporate
communications and other corporate publications on the
Company’s website under the column of “Investor Relations”.
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Corporate communications required to be given under the
Listing Rules, any applicable laws and corporate procedures
will be provided to shareholders in plain language and in
both English and Chinese versions to facilitate shareholders’
understanding. Shareholders should direct their questions about
their shareholdings to the Company’s branch share registrar
in Hong Kong, Tricor Secretaries Limited at 22/F., Hopewell
Centre, 183 Queen’s Road East, Hong Kong. For enquiry about
the information of the Company, shareholders may contact the
company secretary.

Shareholders are encouraged to participate in the Company’s
general meetings. Members of the Board will attend to answer
their questions.

The Company has also posted its constitutional documents on
its website and there was no significant change in them during
the year under review.

Auditor’s Remuneration

During the year, the remuneration paid/payable to the Company’s
auditor, Messrs. Deloitte Touche Tohmatsu is set out as follows:

Services rendered

Annual Reg&rfr 2018
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Fees paid/payable

BR TR 4 Bft EFER

HK$’000

FHET

Audit services EE R 3,600

Non-audit services IEF RS 1,003

Total &5t 4,603
Accountability and Audit HEERERZE

The directors acknowledge their responsibility for preparing the
financial statements of the Group and ensuring that the financial
statements are in accordance with statutory requirements and
applicable accounting standards. The statement of the external
auditor of the Company about their reporting responsibilities
on the financial statements of the Group is set out in the
Independent Auditor’s Report on page 59.
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The directors present their annual report and the audited
consolidated financial statements for the year ended 31
December 2018.

Principal Activities

The Company acts as an investment holding company.
Particulars of the Company’s principal subsidiaries are set out in
note 43 to the consolidated financial statements.

During the year ended 31 December 2018, the Group was
principally engaged in the sale and distribution of liquefied
petroleum gas (“LPG”) and natural gas (“NG”), oil products
business, sales of electronic products and manufacturing and
distribution of charcoal.

Business Review

A review of the Group’s business and the analysis using the
financial key performance indicators are set out on pages 9
to 28 of the annual report under the heading “Management
Discussion and Analysis”. In summary, the Group’s revenue from
operations for the year was up by 36.04% reflecting the increase
in sales volume and the relatively higher price of energy products
compared with last year to approximately HK$30,008 million.
The total sales volume of energy products increased by 5.65%
to approximately 6,601,000 tons. The gross profits increased
by 21.09% to approximately HK$1,967 million with gross profit
margin dropped from 7.36% in 2017 to 6.55% in 2018. Despite
the raise in gross profit, the profit for the year attributable to
the owners of the Company from operations decreased by
9.17% to approximately HK$759 million mainly due to (i) the net
exchange loss of approximately HK$124 million resulting from
the depreciation of RMB in year 2018 and; (i) a provision for
net realizable value of inventories of HK$120 million was made
due to the drop of oil price in December 2018 and early January
2019. The basic earnings per share from operations decreased
by 8.77% to HK$0.52. The equity attributable to owners of
the Company increased by 7.96% to approximately HK$7,465
million.

There are a number of principal risks and uncertainties facing
the Group as follows: (i) the recent global economy is gloomy
due to the trade war which has slowed down the economy
growth in China; (i) the fluctuation of the oil and LPG price in
the global market; (i) PRC government’s policies in promoting
green energy such as NG and electricity and; (iv) the substantial
fluctuation in RMB exchange rates. The above are not intended
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to be an exhaustive list of all principal risks and uncertainties
facing the Group. These may change over time as new risks and
uncertainties emerge and others cease to be of concern. Looking
ahead, the global economy will remain uncertain. However,
as necessity goods, the rigid demand for energy products will
continue to exist, thus LPG and oil products are still the core
business for the Group. In order not to over concentrated on one
single market, the Group is actively expending the sales network
of our existing products in other countries i.e. Singapore.

Particular of the major suppliers and customers of the Group
are set out on page 50 of the annual report. The Directors are
satisfied with the relationship with customers and suppliers.
The Directors recognise the importance of having good working
relationship with its staff as staff is the key assets to the Group.
The Group has not experienced any significant problems with
its staff nor significant labour disputes or industrial actions. The
Group did not experience any significant staff turnover especially
for the management level. The Directors believe that the Group
has good working relationship with its staff as a whole. In
respect of corporate social responsibility, our target is to commit
to motivating the low-carbon growth of the industry, providing
green energy for the developing of the whole society and taking
into account the needs of our stakeholders, including impact
on the environment and the communities in which we operate.
The details of the above are set out in the Environmental Social
and Governance Report for the year ended 31 December 2018
published on the Company’s website www.newoceanhk.com.

Save and except for one deviation from the Corporate
Governance Code as set out under Appendix 14 to the Listing
Rules (the details of the deviation are set out on page 29 of
the annual report), the Company has complied in all material
respects with all relevant laws and regulations that have a
significant impact on the Group.

Results and Appropriation
The results of the Group for the year ended 31 December 2018
are set out in the consolidated statement of profit or loss and

other comprehensive income on pages 66 and 67.

The directors do not recommend the payment of dividend and
propose that the profits for the year be retained.
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Dividend Policy

The Company has adopted a dividend policy (“Dividend Policy”),
pursuant to which the Company may declare and distribute
dividends to the shareholders of the Company, provided that
the Group records a profit after tax and that the declaration and
distribution of dividends does not affect the normal operations of
the Group.

The recommendation of the payment of any dividend is subject
to the absolute discretion of the Board, and any declaration of
final dividend will be subject to the approval of the shareholder.
In proposing any dividend payout, the Board shall also take into
account, inter alia, the Group’s operations, earnings, financial
condition, cash requirements and availability, capital expenditure
and future development requirements and other factors it may
deem relevant at such time. Any payment of the dividend by the
Company is also subject to any restrictions under the bye-laws
of Bermuda, the memorandum of association of the Company
and the shareholders.

The Dividend Policy will be reviewed from time to time and there
is no assurance that a dividend will be proposed or declared in
any specific periods.

Five Years Financial Summary

A summary of the results and the assets and liabilities of the
Group for the last five financial years is set out on page 212 of
the annual report.

Property, Plant and Equipment

During the year, the Group spend approximately
HK$116,424,000 (2017: HK$6,006,000) on property, plant
and equipment to expand and upgrade its LPG and oil plant.
Details of the movements during the year in property, plant
and equipment of the Group are set out in note 15 to the
consolidated financial statements.

Share Capital
Details of the movements in the share capital of the Company

during the year are set out in note 32 to the consolidated
financial statements.
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Purchase, sale or redemption of securities

During the year ended 31 December 2018, the Company
repurchased 4,906,000 of its ordinary shares of HK$0.1 each
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) at an aggregate consideration of approximately
HK$7,756,000 (excluding transaction cost), such shares were
cancelled during the year, details are set out in note 32 to the
consolidated financial statements. The directors considered that,
as the Company’s ordinary shares were trading at a discount to
the net asset value per share, the repurchases would increase
the net asset value per share of the Company. None of the
Company’s subsidiaries repurchased, sold or redeemed any of
the Company’s shares during the year.

Reserves of the Group and the Company
Details of the movements in the Group’s reserves during the year
are set out in the “Consolidated Statement of Changes in Equity”

on page 70.

The Company’s reserves available for distribution to shareholders
as at 31 December 2018 were as follows:
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Contributed surplus AR 1,667 1,667
Retained earnings IRE @ F 357,846 465,992
359,513 467,659

Under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus account of the Company is available for
distribution. However, the Company cannot declare or pay a
dividend, or make a distribution out of contributed surplus if:

(@) it is, or would after the payment be, unable to pay its
liabilities as they become due; or

(b)  the realizable value of its assets would thereby be less than
the aggregate of its liabilities and its issued share capital
and share premium accounts.
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Pre-emptive Rights

There are no provisions for pre-emptive rights under the
Company’s bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

Sufficiency of Public Float

The Company has maintained a sufficient public float throughout
the year ended 31 December 2018.

Major Customers and Suppliers

The largest customer of the Group by itself and the total of the
five largest customers accounted for approximately 10% and
32% (2017: 11% and 35%) respectively of the Group’s total
turnover for the year, including discontinued operations.

The largest supplier of the Group by itself and the total of the
five largest suppliers accounted for approximately 16% and 42%
(2017: 17% and 50%) respectively of the Group’s total purchase
for the year.

At no time during the year did a director, an associate of
a director, or a shareholder of the Company (which to the
knowledge of the directors own more than 5% of the Company’s
issued share capital) have an interest in any of the Group’s five
largest customers or suppliers.

Charitable Donations

During the year, the Group made charitable donations amounting
to approximately HK$210,000.
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Directors

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

Executive directors:

Shum Siu Hung (Chairman)

Shum Chun, Lawrence (Managing Director)
Cen Ziniu

Chiu Sing Chung, Raymond

Siu Ka Fai, Brian

Wang Jian

Independent non-executive directors:
Cheung Kwan Hung, Anthony

Chan Yuk Wai, Benedict

Dr. Xu Mingshe

In accordance with clauses 86 and 87 of the Company’s bye-
laws, Mr. Chiu Sing Chung, Raymond, Mr. Wang Jian and Dr.
Xu Mingshe (independent non-executive director), shall retire by
rotation from office at the forthcoming annual general meeting
of the Company. Though being eligible, Mr. Chiu Sing Chung,
Raymond will not offer himself for re-election. Other directors
retiring at the annual general meeting have offered themselves
for re-election.

Directors’ Service Contracts

No director being proposed for re-election at the forthcoming
annual general meeting has a service contract which is not
determinable by the Group within one year without payment of
compensation (other than statutory compensation).

The term of office for each non-executive director is the
period up to his retirement by rotation in accordance with the
Company’s bye-laws.
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Directors’ and Chief Executives’ Interests in Shares
and Underlying Shares

At 31 December 2018, the interests of certain directors and chief
executives and their associates in the shares and underlying
shares of the Company and its associated corporations, as
recorded in the register maintained by the Company pursuant
to Section 352 of the Securities and Futures Ordinance, or as
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies, were as follows:

(a) Long positions of ordinary shares of HK$0.10 each of
the Company

pZiER
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Percentage of
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Number of share capital of
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shares held FritE 2 F
Name of director Capacity RSB 81T ERTRG
ERElR 2 BiEBRRRR Bintk
Shum Siu Hung Beneficial owner 81,238,358 5.53
2D EmlEA A
Corporate interest (Note 1) 490,779,280 33.483
NREIERTE (A1)
572,017,638 38.96
Shum Chun, Lawrence Beneficial owner 57,623,558 3.92
=& En#EEA
Other (Note 2) 73,616,892 5.01
HM (et 2)
131,240,450 8.93
Chiu Sing Chung, Raymond Beneficial owner 2,200,000 0.15
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Notes:

1. These represent the block of 490,779,280 shares beneficially
owned by Uniocean Investments Limited (“Uniocean”) which
were held as corporate interest by Mr. Shum Siu Hung, and
were the same block of shares as referred to in note 1 in
the paragraph headed “Substantial Shareholders” below.
Uniocean is owned as to 70% by Mr. Shum Siu Hung, 15%
by Mr. Shum Chun, Lawrence, and 15% by Mr. Shum Ho,
Neo, both are sons of Mr. Shum Siu Hung.

2. These interests reflect 15% proportional interest of Mr.
Shum Chun, Lawrence in the 490,779,280 shares held by
Uniocean.

Other than disclosed above and nominee shares in certain
subsidiaries held by certain directors in trust for the Group, none
of the directors, chief executive nor their respective associates
had any interests or short positions in any shares, underlying
shares or debentures of the Company or any of its associated
corporations as at 31 December 2018.

Arrangements to Purchase Shares or Debentures

Other than disclosed above, at no time during the year was the
Company, its holding 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
debentures of, the Company or any other body corporate.

Directors’/Controlling Shareholders’ Interests in
Contracts of Significance

Details of related party transactions during the year are set out in
note 42 to the consolidated financial statements.

Save as disclosed above, no other transactions, arrangements
and contracts of significance to which the Company, its holding
company or any of its subsidiaries was a party and in which a
director or a connected entity of a director of the Company had
a material interest, whether directly or indirectly in any contract,
subsisted at the end of the year or at any time during the year.
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Connected Transaction

The Group had the following continuing connected transactions
during the year ended 31 December 2018:

(@)

On 18 December 2013, Sound Management Services
Limited (“Sound Management”) had entered into a first
tenancy agreement with Ever Lucky Limited, a company
incorporated in Hong Kong and wholly owned by Mr. Shum
Ho, Neo, for the use of office premises owned by Ever
Lucky Limited located on 23/F., The Sun’s Group Centre,
200 Gloucester Road, Wanchai, Hong Kong at HK$380,000
per calendar month for a period of one year commencing
on 1 January 2014 and expired on 31 December 2014
(both days inclusive). Since then, both parties entered into
several renewal tenancy agreements to extend the lease
of the office premises annually. On 19 December 2017,
Sound Management entered into a lease agreement with
Ever Lucky Limited, for renewal of the tenancy agreement
at monthly rental HK$398,000 for another one vyear
commencing from 1 January 2018 to 31 December 2018
(both days inclusive). For the year ended 31 December
2018, the aggregate amount of the rental paid or payable
to Ever Lucky Limited was HK$4,776,000.

On 2 November 2018, Baifung Macao Commercial
Offshore Limited (“Baifuyang”), a wholly owned subsidiary
of the Company had entered into a bareboat charter
agreement with Link Harvest Enterprise Limited (“Link
Harvest”), a company incorporated in Hong Kong and
wholly owned by Mr. Shum Chun, Lawrence, managing
director of the Company, for the lease of a very large
crude carrier (“VLCC”) under the name “Astro Chorus”
(subsequently changed the name to “New Global”) at
the monthly rate of hire of US$290,000 (equivalent to
approximately HK$2,256,000 per month) for a term of 36
months commencing from 1 December 2018. For the year
ended 31 December 2018, the aggregate amount of the
lease paid or payable to Link Harvest was US$290,000
(equivalent to approximately HK$2,256,000).

Pursuant to Rule 14A.56 of the Listing Rules, the Board engaged
the auditor of the Company to report on the Group’s continuing
connected transaction in accordance with Hong Kong Standard
on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information”
and with reference to Practice Note 740 “Auditor’s Letter on
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Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The auditor of the Company has issued
his unqualified letter containing his findings and conclusions
in respect of the Group’s continuing connected transaction as
disclosed above in accordance with Rule 14A.56 of the Listing
Rules. A copy of the auditor’s letter has been provided by
the Company to the Stock Exchange. The independent non-
executive Directors confirm that the continuing connected
transaction has been entered into by the Group in the ordinary
and usual course of its business, on normal commercial terms
and in accordance with the terms of the relevant agreement
governing such transaction that are fair and reasonable and in
the interests of the Group and the shareholders as a whole.

Substantial Shareholders

As at 31 December 2018, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the
Securities and Futures Ordinance shows that other than the
interests disclosed above in respect of certain directors and chief
executive, the following shareholders had notified the Company
of relevant interests and short positions in the issued share
capital of the Company:
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Notes:

1. These represent the same block of 490,779,280 shares held
as corporate interest by Mr. Shum Siu Hung, spouse of Ms.
Tong Shiu Ming as referred to in note 1 under section (a) of the
paragraph headed “Directors’ and Chief Executives’ Interests in
Shares and Underlying Shares” above, and were deemed to be the
family interest of Ms. Tong Shiu Ming.

2. These represent the same block of 81,238,358 shares held
beneficially by Mr. Shum Siu Hung, spouse of Ms. Tong Shiu
Ming as referred to in the paragraph headed “Directors’ and Chief
Executives’ Interests in Shares and Underlying Shares” above, and
were deemed to be the family interest of Ms. Tong Shiu Ming.

3. 83,000,000 shares of the Company are held by Integrated Asset
Management (Asia) Limited (“Integrated Asset”). Mr. Yam Tak
Cheung owned 100% of Integrated Asset and was deemed to be
the controlling shareholder of Integrated Asset.

4. Fullerton Fund Management Company Ltd. as investment manager
is deemed to own a total of 75,706,000 shares through various
funds under its management. Fullerton Fund Management
Company Ltd.’s entire interest is indirectly owned by FFMC
Holdings Pte. Ltd.

Emolument Policy

The emolument policy of the employees of the Group is set up
by the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the directors of the Company are decided
by the Remuneration Committee, having regard to the Group’s
operating results, individual performance and comparable market
statistics.

Disclosure Pursuant to Rule 13.18 of the Listing
Rules

On 25 August 2016, the Company entered into a facility
agreement for a term loan facility of US$150,000,000 for the
purpose of refinancing of any existing indebtedness of any
member of the Group and financing the general working capital
requirements of the Group. The loan to be made to the Company
upon utilization of the facility will be repayable in four instalments,
10% of the utilized amount is repayable on the date which
falls 30 months after the date of first drawdown, 10% of the
utilized amount is repayable on the date which falls 36 months
after the date of first drawdown, 10% of the utilized amount is
repayable on the date which falls 42 months after the date of
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first drawdown, and the remaining 70% of the utilized amount is
repayable on the date which falls 48 months after the date of the
first drawdown.

On 26 April 2017, Sound Agents Limited (“Sound Agents”),
a wholly owned subsidiary of the Group, entered into the
facility agreement for a revolving short term advance facility
up to HK$150,000,000 or the equivalent in other major foreign
currencies for financing the Group’s general working capital
requirements. The loan advance to be made to Sound Agents
upon utilization of the facility will be repayable in six months and
the loan advance is subjected to revolve for another six months
upon each repayment date.

On 28 May 2018, the Company entered into a facility
agreement for a term loan facility with two tranches:
tranche A of US$145,000,000 (equivalent to approximately
HK$1,128,100,000) and tranche B of HK$195,000,000 for
the purpose of refinancing of any existing indebtedness of
any member of the Group and financing the general working
capital requirements of the Group. The loan to be made to the
Company upon utilization of the facility will be repayable in four
instalments, 10% of the utilized amount is repayable on the
date which falls 30 months after the date of first drawdown,
10% of the utilized amount is repayable on the date which falls
36 months after the date of first drawdown, 10% of the utilized
amount is repayable on the date which falls 42 months after the
date of first drawdown, and the remaining 70% of the utilized
amount is repayable on the date which falls 48 months after the
date of first drawdown.

On 30 August 2018, the Company entered into a facility
agreement for a term loan of HK$130,000,000 for the purpose
of financing the general working capital requirement of the
Group. The loan to be made to the Company will be repayable
in four instalments, 25% of the utilized amount is repayable on
the date which falls 15 months after the date of first drawdown,
25% of the utilized amount is repayable on the date which falls
18 months after the date of first drawdown, 25% of the utilized
amount is repayable on the date which falls 21 months after the
date of first drawdown, the remaining 25% is repayable on the
date which falls 24 months after the date of first drawdown.
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Under the above facility agreements, in the event the Shum
Family (comprising certain family members and relatives of Mr.
Shum Siu Hung, Chairman of the Company as set out in the
facility agreements) cease to remain as the largest shareholder
and maintains less than 30% shareholdings of the Company,
the facilities available to the Company will be cancelled and all
outstanding amounts will then become immediately due and
payable.

As at 31 December 2018 the Shum Family beneficially own
approximately 42.89% in aggregate of the issued share capital of
the Company.

Auditor
A resolution will be submitted to the annual general meeting to

re-appoint Messrs. Deloitte Touche Tohmatsu as auditor of the
Company.

On behalf of the Board
Shum Siu Hung
Chairman

Hong Kong, 22 March 2019
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Deloitte

TO THE SHAREHOLDERS OF NEWOCEAN ENERGY
HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

Opinion

We have audited the consolidated financial statements of
NewOcean Energy Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as “the Group”) set out on
pages 66 to 211, which comprise the consolidated statement of
financial position as at 31 December 2018, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows 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 2018, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”) and have been
properly prepared in compliance with the disclosure requirements
of Hong Kong Companies Ordinance.

Basis for Opinion

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”), and we have fulfilled
our other ethical responsibilities in accordance with 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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Key Audit Matters

Key audit matters are those matters that, in our professional
judgment, 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

HEETER

REFFEHSBRBRMANEXHE - RA
HBAMGEAVBREANBAR/EZNSE
He BEEHELERMBABRBEAV KR
KERHAESRRETREN - HMTEHE
LEFREHEFNER -

these matters.

Key audit matter
Impairment of goodwill

We identified the impairment of
goodwill as a key audit matter due
to the involvement of significant
judgments, estimations and
assumptions in determining the
recoverable amounts. As at 31
December 2018, the carrying amount
of goodwill is HK$742,051,000 as
disclosed in notes 4 and 18 to the
consolidated financial statements.

Goodwill has been allocated to
individual cash-generating units
(“CGUs") relating to the sales and
distribution of LPG and oil products.
Impairment of goodwill is assessed
by comparing the recoverable
amounts of CGUs to which the
goodwill is allocated with their
carrying values at the end of the
reporting period. As at 31 December
2018, the recoverable amounts of
the CGUs have been determined
with reference to the value in use
of the relevant CGUs, which require
assumptions about suitable discount
rates, growth rates, budgeted
sales and gross margin in order to
calculate the present value of the
estimated future cash flows.

How our audit addressed the key
audit matter

Our procedures in relation to the
impairment of goodwill included:

. Understanding the Group's
impairment assessment
process, including the
impairment assessment model
used and key assumptions
used;

o Assessing the reasonableness
of the assumptions made
by the management by
comparing the historical
forecasts to the actual results;

J Testing the discount rates
applied in the forecasts by
comparing them to externally
available data;

° Challenging the growth
rates used by comparing
against historical data to
assess the reliability of the
management " s forecast; and

° Comparing the budgeted
sales and gross margin
against historical performance
and the directors’ strategic
plans in respect of each CGU.
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Key audit matter

How our audit addressed the key
audit matter

Impairment assessment of trade receivables

We identified impairment assessment
of trade receivables as a key audit
matter due to the significance of
trade receivables to the Group's
financial positions and the
involvement of subjective judgement
and management estimates in
evaluating the expected credit
losses (“ECL") of the Group's
trade receivables at the end of the
reporting period.

As at 31 December 2018, the
Group's net trade receivables
amounting to approximately
HK$4,726,261,000 which
represented approximately 29.2%
of total assets of the Group and
out of these trade receivables of
approximately HK$286,769,000
were past due. As explained in
note 2 to the consolidated financial
statements, in the current year,
the Group adopted Hong Kong
Financial Reporting Standard 9
“Financial Instruments” (HKFRS
9) and recognised an additional
impairment of HK$10,000,000 as at
1 January 2018 in accordance with
the transitional provisions of HKFRS
9.

Our procedures in relation to
impairment assessment of trade
receivables included:

. Understanding key controls
on how the management
estimates the loss allowance
for trade receivables;

o Challenging management’s
basis and judgement
in determining credit
loss allowance on trade
receivables as at 1 January
2018 and 31 December
2018, including their
identification of credit
impaired trade receivables,
the reasonableness of
management s assessment
of internal credit risk grading,
and the basis of estimated
loss rates applied (with
reference to historical credit
loss epxerience of the
debtors and forward-looking
information);

° Testing the accuracy of the
ECL adjustment made by the
Group as at 1 January 2018
on initial adoption of HKFRS
9

o Testing the accuracy trade
receivables aging analysis as
at 1 January 2018 and 31
December 2018, on a sample
basis, by comparing individual
items in the analysis with the
relevant sales agreements,
sales invoices and other
supporting documents;
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How our audit addressed the key

Key audit matter audit matter

Impairment assessment of trade receivables (Continued)

As disclosed in note 4 to the
consolidated financial statements,
the management of the Group
estimates the amount of lifetime ECL
of trade receivables individually with
outstanding significant balances and
collectively using a provision matrix
for the remaining balances, which
is grouped based on shared credit
risk characteristics and the historical
observed default rates adjusted for
forward-looking estimates that is
available without undue costs or
effort. The Group applies internal
credit rating for its customers. The
debtors are assessed individually
with significant balances by reference
to aging, past default experience and
current aging, past due exposure of
the debtor, and an analysis of the
debtor’s current financial position.
Estimated loss rates are based on
probability of detault and loss given
default with reterence to an external
credit report and are adjusted for
forward-looking information.

As disclosed in note 36 to the
consolidated financial statements,
the Group recognised an additional
amount of HK$20,000,000 of
impairment of trade receivables for
the year and the Group's lifetime
ECL on trade receivables as at
31 December 2018 amounted to
approximately HK$30,000,000.

Testing the reasonableness
of internal credit rating given
to each type of debtors by
checking trade receivables
aging analysis as at 31
December 2018, historical
observed default rates,
repayment history and past
due status of respective trade
receivables by comparing
individual items in the analyses
with the relevant invoice, bank
receipts and other supporting
information, on a sample
basis;

Testing the estimated loss
rates by checking the external
credit report for probability of
default and loss given default,
on a sample basis;

Evaluating the disclosures
regarding the impairment
assessment of trade
receivables in notes 2, 4
and 36 to the consolidated
financial statements; and

Testing subsequent
settlements of credit impaired
trade receivables, on a
sample basis, by inspecting
supporting documents in
relation to cash receipt from
trade debtors subsequent
to the end of the current
reporting period.
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Other Information

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include 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.

Responsibilities of Directors and Those Charged
with Governance for the Consolidated Financial
Statements

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and
fair view in accordance with 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.

Those charged with governance are responsible for overseeing
the Group’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

QOur 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
solely to you, as a body, in accordance with Section 90 of the
Bermuda Companies Act, 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 judgment and maintain professional skepticism
throughout the audit. We also:

° 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.

° 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.

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.

° 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.
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° 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.

° 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 those charged with governance 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 those charged with governance with a statement
that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with
governance, 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 the independent
auditor’s report is Tsang Yiu Chung.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

22 March 2019
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FeBm kARG

For the year ended 31 December 2018

EE20184F 12 31 HI-FZE
2018 2017
Notes HK$’000 HK$’000
Hiat FET FET
Revenue 1 ON 5 30,007,805 22,058,618
Cost of sales SHE RN (28,040,808) (20,434,255)
Gross profit EF 1,966,997 1,624,363
Other gains and losses HAF1S R EE 7 (194,308) 212,441
Other income H At A 7 113,519 68,722
Selling and distribution expenses HENDHYT T (504,903) (508,548)
Administrative expenses 1TH X (349,657) (346,530)
Finance costs A& A A 8 (284,525) (198,750)
Impairment losses on trade and other  FEUE 5 BR & B fE Uk
receivables 1B 2 BB EE (50,000) —
Share of profits of joint ventures DihEERFERF 1,967 1,760
Share of loss of an associate DiE—FKEEE A RS E (419) (992)
Profit before taxation B 75 A g A 10 698,671 852,466
Taxation I8 9 (28,215) (27,663)
Profit for the year F N A 670,456 824,803
Other comprehensive (expense) income H i 2 (£ ) Y A
ltem that will not be reclassified to TeENM T EIERRY
profit or loss: EH :
Exchange differences arising EE RY|REEEA
on translation to presentation 2 FEH ERE
currency (246,229) 243,721
ltem that may be reclassified to profit Algt @ EH D IEEIERR
or loss: ZIER :
Exchange differences arising on FEINH RS EE 2
translation of foreign operations MEH =5 80,904 —

Total comprehensive income for the FAREEKE
year 505,131 1,068,524
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
FeBm kARG

For the year ended 31 December 2018

EE20184F 12 31 HI-FZE
2018 2017
Note HK$’000 HK$’000
Kzt FEIT FET
Profit (loss) for the year attributable to: {5 4E A% Al (E538) -
Owners of the Company PiN/NEIEZZEWN 759,042 835,631
Non-controlling interests FE$2= il i (88,586) (10,828)
670,456 824,803
Total comprehensive income (expense) MGz (2 H) ¢
attributable to:
Owners of the Company VIN/NEIEZ SN 597,933 1,075,552
Non-controlling interests FEFE e e (92,802) (7,028)
505,131 1,068,524

Basic earnings per share FRELREF 14 HK$0.52 HK$0.57
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“re ISR

At 31 December 2018
A2 2018F 12431 H

2018 2017

Notes HK$’000 HK$’000
Bt FET FET
Non-current assets ERDEE
Property, plant and equipment Y12 - 23 R tE 15 2,407,720 2,412,995
Land use rights 3 R 16 382,845 400,882
Prepaid lease payments for coast A ETRNAERIE 17 4,523 5,535
Goodwill (RS 18 742,051 751,948
Other intangible assets Eﬁﬂﬂﬁ/ﬁﬁ 19 222,360 377,939
Interest in an associate N A S 20 6,483 7,188
Interests in joint ventures A**ﬁ%?&m 21 27,995 26,760
Deposits paid and prepayments B iRe KT FHIE 22 245,956 485,150
Deferred tax assets BEETRIBE E 33 1,231 1,953
4,041,164 4,470,350
Current assets BN EE
Inventories FE 23 1,720,504 1,399,680
Trade receivables JEWE 5 BR R 24 4,726,261 3,575,770
Other debtors, deposits and HEMERERR - ke kB
prepayments N 24 2,232,484 1,996,941
Amount due from an associate R —EE =R TTAIE 25 10,821 3,695
Amount due from a joint venture B —RELER 25 2,036 1,347
Derivative financial instruments PTHEKT A 44 4,886 15,012
Land use rights T Mo A 16 19,087 20,008
Prepaid lease payments for coast BETENHEERIE 17 783 817
Properties held for sales REGEME 150,274 156,774
Properties under development for FERRBPYE
sales 26 724,928 653,896
Pledged bank deposits BEHIEITER 27 243,095 253,611
Bank balances and cash IRITHEBRRIRE 27 2,295,797 1,789,191
12,130,956 9,866,742
Current liabilities mENRAR
Trade payables FERTE 5 BRK 28 858,439 1,285,526
Other creditors and accrued charges ,H\ﬂﬂf'?fﬁ R 2 R 28 328,646 497,638
Contract liabilities SHAEE 29 149,776 -
Amount due to an associate Féfﬁ*% HAA/NEIE O] 30 14,530 —
Amount due to a joint venture BN —REEDENRIEA 30 8,674 3,096
Derivative financial instruments PTHEFT A 44 9,912 7,861
Tax liabilities W% as 105,206 118,112
Borrowings secured by pledged bank Eﬁ?ﬁﬂfiﬁﬁ KIE R
deposits — repayable within one B — AR —FA
year B& 31 227,347 235,610
Borrowings secured by other assets ~ HIEfth EEEIRNER —
— repayable within one year R — EW{E}@ 31 20,575 18,364
Borrowings unsecured — repayable EERAOER — BR—
within one year FREE 31 4,537,417 3,709,829
6,260,522 5,876,036
Net current assets mENEERE 5,870,434 3,990,706
Total assets less current liabilities REERTBDEE 9,911,598 8,461,056
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Consolidated Statement of Financial Position

“re ISR

At 31 December 2018
A2 2018F 12431 H

2018 2017

Notes HK$’000 HK$’000
k3 FRET FET
Capital and reserves ﬁ*&ﬁﬁ
Share capital N 32 146,812 147,303
Share premium and other reserves foﬁ/ﬁfﬁﬁﬁ@fnﬁﬁ 7,318,674 6,768,047
Equity attributable to owners of the RNEEE NE(L R
Company 7,465,486 6,915,350
Non-controlling interests JEFE I RE = (23,604) 69,198
Total equity B 7,441,882 6,984,548
Non-current liabilities EREIAR
Deferred tax liabilities RIER BB E 33 81,684 92,925
Borrowings secured by other assets ~ HEMEEERAER
— repayable over one year AR —FREE 31 33,832 31,293
Borrowings unsecured — repayable  EIERER — AR —F
over one year 1B18:E 31 2,354,200 1,352,290
2,469,716 1,476,508
9,911,598 8,461,056
The consolidated financial statements on pages 66 to 211 were %$§ER\\2019T2H 22?%?&{}??&%@?&
approved and authorised for issue by the Board of Directors on %6§ 5;311 BZiREMBHRE - LA TIIE
22 March 2019 and are signed on its behalf by: FARKE :
Shum Siu Hung Shum Chun, Lawrence
=P =g
DIRECTOR DIRECTOR

EF EF



70 | NewOcean Energy Holdings Limited #E88REREAR A 7

Consolidated Statement of Changes in Equity
B8 ER BB %

For the year ended 31 December 2018
EE 20184 12 31 HI-FZE

Attributable to owners of the Company
FLACHRAR

Statutory Contributed Capital Non-
Share Share Special surplus  Exchange surplus Other redemption  Retained controlling
capital  premium réserve  reserves reserve  accounts reserve reserve profits interests

Bs  BHER EEEBER  ERER  MAZRE RERERE  GEEn g FERR

HK$ 000 HK$'000 HK$ 000 HWOOO HKS$'000 HKS$'000 HKS$'000 HKS'000 HK8 000 HKS 000 HKS 000 HK$ 000
7T 7T 7T BT 7T FAT FAT FAT FAT FAT FAT AT

At1 January 2017 ROTE1A18 148040 1439717 122,085 53692 (226411) 1,667 (121) - 4317564 58720 8718 594094

Proft oss) for he year Ll
Exchange differences ansmg o E#E
franslation to presentation

= = = = = = = = 835,631 835,631 (10826 824603

curency - - - - 239,921 - - - - 239,921 3,800 243,121
Total comprefensive income~ EAZEAE (%)

(expense) for the year g = = = - 239,921 - - - 830,631 1,075,562 (7,028 1,068,524
Acquistion of subsidaries wih BB kIR

non-controling interests HEAR - - - - - - - - - - (15,89) (15,89)
Incorporation of subsiciares with i 1& 3251 2

non-controling nterests HBAR - - - - - - - - - - 8,404 8404
Appropriations 2 - - - 5,79 - - - - (5,796) - - -
Repurchase of ordinary shares  FIEERR (737) (16,69 - - - - - 3 (737) (17429 - (17.429)

31 December 2017 R7E 2HSE 147303 1,423,025 122,086 59488 14510 1,667 (121) 19 546662 6915350 69198 6,984,548
Adjustments (see note 2 A8 - - - - - - - - (40,000 (40,000 - (40,000

At Jenuary 2018 restated) ~ R2018% 1318

147303 1,423,025 122,085 59,488 14510 1,667 (121) 1 5106662 6,875,350 6919 6,044,548
Proft s for the year - - - - - - - - 759,042 759,042 (68,586) 670,456
Exchange differences arising on

franslation to presentation

curency - - - - (241911) - - - - (241,911) (4318 (246,229)
Ecchenge diferences arsng ~ Fi2% @*ﬁéi[

on translation of foreign =

operations - - - - 80,802 - - - - 80,802 102 80,904
Total comprehensiveincome - EMAEUE(%E)

(expense) for the year g - - - - (161,109) - - - 759,042 597,933 (92,802) 505,131
Appropriations Ak - - - 9,035 - - - - (9,035) - - -
Repurchase of ordinary shares  FEERR (491) (7,306) - - - - - 491 (491) (1,197) - (1,197)

31 December 2018 RA018E12431R 146812 1415719 122,085 68,528 (146,59) 1,667 (121) 1228 586,178 7,465,486 (23604) 7,441,882

Notes: Kiat -

()  The special reserve of the Group represents the difference between () AEBEZFHFEEERMDBRERARBRG
the share capital, share premium and capital redemption reserve of ZAREERSEERAR ZBEA - RO EE
the Group’s former ultimate holding company whose shares were NERIED S - BARXFBIE1999F 4 A
exchanged for the Company’s shares and the nominal amount of 14 BRI 2 B EELTH 8 MBITRDZ
the share capital issued by the Company pursuant to a scheme of HEZE -

arrangement dated 14 April 1999.

(i)  The statutory surplus reserves represent enterprise development (i) ZEERBREHEEBBEPEARLNMBE(H
and general reserve funds appropriated from the profit after Bl )z xR B2 B A Bl B
taxation of subsidiaries established in the People’s Republic BRAFDRZECEEER —REFEBES -

of China (the “PRC”) in accordance with the PRC laws and
regulations.



Consolidated Statement of Cash Flows
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For the year ended 31 December 2018
EE20184F 12 31 HI-FZE

Annual Repgrt 2018

—B— \EEH

2018 2017

HK$°000 HK$’000
F#ET FET
OPERATING ACTIVITIES BERY
Profit before taxation RS A 698,671 852,466
Adjustments for: THEE
Share of profits of joint ventures DL E BRI (1,967) (1,760)
Share of losses of an associate PE—KEE A EEE 419 992
Finance costs RUE A 284,525 198,750
Interest income FLEUA (62,203) (49,404)
Loss (gain) on fair values changes of //Tiﬁﬁfxlﬂ AR IEG
derivative financial instruments Z EBHE(FE) 73,432 (8,628)
Depreciation of property, plant and M BB RREITE
equipment 139,830 130,393
Loss on disposal and written off of Hjﬁ)imfﬁ M - B R
property, plant and equipment & E e 18,021 37,323
Gain on disposals of subsidiaries HEMB ARG (2,819) —
Impairment losses on VERIEY aEi=Ves
— trade receivables — EUIE FERR 20,000 =
— other financial items subject to — H &R E X EHE
expected credit losses AEENTE 30,000 —
Allowance for inventories GFEEE 120,000 —
Amortisation of land use rights =+ 3 {55 AR A BH 10,791 10,650
Amortisation of prepaid lease TR AR E IR
payments for coast 808 788
Amortisation of other intangible Hofh A A B 5
assets 48,245 40,809
Operating cash flows before EEESEPI LERS
movements in working capital mE 1,377,753 1,212,379
Increase in inventories FEEN (432,594) (454,434)
Increase in trade receivables FEUE 5 BR FRE N (1,178,936) (250,452)
Increase in other debtors, deposits HA IR - e RIER
and prepayments FIRE 1 (239,707) (211,090)
Increase in amount due from an FEU— KB N R SRIEE N
associate (7,126) (757)
(Increase) decrease in amount due RN —RE &b FEFIE (L
from a joint venture ) (689) 2,928
Increase in properties under HFEZRB YL
development for sales (98,145) (241,269)
Decrease in trade payables BB 2 RN (437,150) (345,911)
Decrease in other creditors and H BRI EETE A
accrued charges /)369\ (44,121) (55,028)
Increase in contract liabilities 4B EEM 10,614 —
Increase (decrease) in amount due to J,TEH—%HJP%*’A AIFRIAIE AN
an associate Om) 14,530 (13,819)
Increase in amount due to a joint JER —RE &I N
venture 5,578 180
(Increase) decrease in derivative PTAEEF TS T A g N Rk 4>)
financial instruments (61,110) 2,506
Cash used in operations KEFTARESE (1,091,103) (354,767)
Income tax paid S FriaR (47,179) (39,676)
NET CASH USED IN OPERATING {EEEBFRARSRHE
ACTIVITIES (1,138,282) (894,443)

/1
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Consolidated Statement of Cash Flows
meERERER

For the year ended 31 December 2018

EE20184F 12 31 HI-FZE
PLRE: 2017
Notes HK$’000 HK$’000
= FET FET
INVESTING ACTIVITIES BEEE
Interest received B2 U 60,930 47,154
Acquisition of subsidiaries (net of cash UWEEHI B AR (EHKRIRS
and cash equivalents) MERBREER) 34 - (68,899)
Proceeds from disposal of intangible i 8 & i B A &) 1 & &
assets through disposal of BEMS(EHRELE
subsidiaries (net of cash and cash IR RERRESIAR)
equivalents disposed) 56) 98,588 =
Purchase of property, plant and B gy | phoo
equipment RRYR - HaM2E (126,223) (305,542)
Withdrawal of pledged bank deposits U [El 2 KRR 1T1F 70 - 359,654
Placement in pledged bank deposits 17 E KR T1F K = (489,498)
Proceeds from disposals of property, H&E¥E « 3 NRETE
plant and equipment 781 497
Increase in deposits paid B iRE 2% (216) (233,954)
Deposits refunded RIETFH 113,600 136,917
Loan advances to independent third By E=HEXK
parties ) (28,136) (18,917)
Repayment of loan advances from BYE=FEEER
independent third parties 36,570 39,812
NET CASH FROM (USED IN) BREETHEE(FRA)R&
INVESTING ACTIVITIES B 155,894 (532,776)
FINANCING ACTIVITIES il 55 5% B
Interest paid EAHE (282,801) (197,063)
New borrowings raised EEIENR 22,051,848 15,642,414
Repayment of borrowings EEEK (20,225,863) (14,588,448)
Payment on repurchase of ordinary XS EIEEE B
shares (7,797) (17,429)
Capital contribution from non- B8 A BRI FEIZE I AR R A
controlling shareholders of
subsidiaries - 8,404
NET CASH FROM FINANCING MEFHELERERE
ACTIVITIES 1,535,387 847,878
NET INCREASE (DECREASE) IN HeRERFASEHEN
CASH AND CASH EQUIVALENTS (D)BE 552,999 (79,341)
EFFECT OF FOREIGN EXCHANGE MsEESEzHE
RATE CHANGES (46,393) 10,935
CASH AND CASH EQUIVALENTS FNReRERR&IER
AT BEGINNING OF THE YEAR 1,789,191 1,857,597
CASH AND CASH EQUIVALENTS FXRBFSRERAELER
AT END OF THE YEAR 2,295,797 1,789,191

ANALYSIS OF THE BALANCES OF HR&REZRR &I HFEER
CASH AND CASH EQUIVALENTS S
Bank balances and cash RITEBR MRS 2,295,797 1,789,191
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1.

GENERAL

The Company is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Its ultimate and immediate holding company
is Uniocean Investments Limited (“Uniocean”), a company
incorporated in the British Virgin Islands. The ultimate
controlling shareholder is Shum Siu Hung. The Company
acts as an investment holding company. The principal
activities of the Group are the sales and distribution of
liquefied petroleum gas (“LPG”) and natural gas (“NG”),
oil/chemical products business and sales of electronic
products. The address of the registered office and principal
place of business of the Company are disclosed in the
corporate information of the annual report.

The functional currency of the Company is Renminbi
(“BMB”), the currency of the primary economic environment
in which the Group operates. For the purpose of the
consolidated financial statements and convenience of the
financial statements users, the results and financial position
of the Group are expressed in Hong Kong dollars (“HK$”),
the presentation currency for the consolidated financial
statements.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

New and amendments to HKFRSs that are
mandatorily effective for the current year

The Group has applied the following new and amendments
to HKFRSs issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) for the first time in the
current year:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with Customers
and the related Amendments

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

Consideration

Classification and Measurement of Share-
based Payment Transactions

Applying HKFRS 9 Financial Instruments
with HKFRS 4 Insurance Contracts

Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKAS 28 As part of the Annual Improvements to

HKFRSs 2014 — 2016 Cycle

Amendments to HKAS 40 Transfers of Investment Property

—REH

ARRRRBREZMK L ER RS
REERAE  EROEBTBHARXZM
BERAB(BRAM]) EHm - H&ER
HEERARRBBERARAR(E
Bl —HRRBRZESEMRILIZA
A c RRITERRAS D - KRBETS
BREBBE AR - AEB T EXB R
SR #EREAmR(RIER]) RRXA
RUIRARD) - dmm M TRERES
NEEEFEM - ARABIZEMPLE
Holik ] E B E M B R F AR R F
BERPRE -

ARTZDREEBARBIAR
%)) AAREEEHET E@BES
2 o ARSI AR BE R EH
BWE RS - ARET EERIHHR
LB T ([ 7)) (5 & B 15 1 % 51 R
)R -

ERHIREETEEMGREE
R EEMBREERN])

REFHBHEVRDHITREESTER
MEHREER
RAFE  AEEHERXERATHEE

gittine([FESMAE )EML
BEMBRE LT REFTA

BEMBREENFR HBIA

BAMHREER REEFAHZBRARA
£15%; B

EA(BRMHASRER MRS RBNRE
Bg)- F2%
BEUBREENE 2 URHAEHRZINRS

ZIERTAR MABRETE
BRI REE] ERABM IS REERSE
FARZBITA 9B T ERNE B
BREEAZ 45 R
=
EAEEAE28Y  H2014FZ2016 FHH

PACHEN LB BREERR
FRBEN
BEGHENFIW0R  ERRENZE

PACHES

e
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2.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year (Continued)

Except as described below, the application of the new
and amendments to HKFRSs in the current year has had
no material impact on the Group’s financial performance
and positions for the current and prior years and/or on
the disclosures set out in these consolidated financial
statements.

2.1 HKFRS 15 “Revenue from Contracts with
Customers”

The Group has applied HKFRS 15 for the first time
in the current year. HKFRS 15 superseded HKAS 18
“Revenue”, HKAS 11 “Construction Contracts” and
the related interpretations.

The Group has applied HKFRS 15 retrospectively
with the cumulative effect of initially applying this
Standard recognised at the date of initial application,
1 January 2018. Any difference at the date of
initial application is recognised in the opening
retained profits (or other components of equity, as
appropriate) and comparative information has not
been restated. Furthermore, in accordance with the
transition provisions in HKFRS 15, the Group has
elected to apply the Standard retrospectively only
to contracts that are not completed at 1 January
2018. Accordingly, certain comparative information
may not be comparable as comparative information
was prepared under HKAS 18 “Revenue” and
HKAS 11 “Construction Contracts” and the related
interpretations.

The Group recognises revenue primarily from the
sales and distribution of LPG and NG, oil/chemical
products business and sales of electronic products.

Information about the Group’s performance obligations
and the accounting policies resulting from application
of HKFRS 15 are disclosed in notes 5 and 3
respectively.

ERHITREETEEMEREE
R(TEEMBEEEN ) (Z)

REFEEFHEYDMITREETER
MIHWMELER(E)

BR XX RS - AR R ET AT A&
BRI ERBPBREENAHAEEASF
ERBEFENPFBRATMRE K
BRAMBREAAEESALBERY

25,
2

21 FERMBEBESERFE 158 XEEF
FEHZIA |

AEEERNAFREEREREEM
BRELAE 155 - FERER
SEAFISHEMAFTESHER
F18MIRA L - B ELF
1SEIZEAN I RARRE -

NEEDBPEBESHEREE
BIZE 1557 » i B X FE sz ZE A A
2t ENRNEXREARH(20184F
1 A1 8)#ER - 8XEABHNE
fa] 2= 58 7 HA 91 4R B8 Va2 1) (2 H fth 4
mEby (AEA)) PR - i s
BIIERER - BE - BRERSH
TR RSB 1557 AV 1B 16
NEEREEMN2018F1 A1
HiEARTHREE LB ERZE
Al o RALERER TIRIBEE B ZET
HRIFE18 FRIMAIRBBESTE
Al 1SR ZEAYN I REERE
mE - At - BT LERER A pE
JERVELLER o

AEBERBAVTZKBHE LD
HOBRRRAR - Ham ME T
EGMHEETEM °

ERAKERBEEM B RS LR
F1IMELENBENES NG
RZER D RIRHEES M 3K EE -
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APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

2.

New and Amendments to HKFRSs that are
mandatorily effective for the current year (Continued)

2.1 HKFRS 15 “Revenue from Contracts with
Customers” (Continued)

Summary of effects arising from initial application of
HKFRS 15

(@)

Timing of revenue recognition

The Group is principally engaged in the sales
and distribution of LPG, oil and chemical
products and electronic products. Sales are
recognised by the Group at a point in time
when control of the products has transferred,
being when the products are delivered to the
customer.

Principal versus agent

For several subsidiaries in Hong Kong engaged
in distribution of oil products acquired by the
Group towards the end of 31 December 2017,
the directors of the Company considered the
Group acts as agent. The Group does not
have inventory risk, and hence only recognises
revenue in the amount of any fee or commission
for arranging the oil products to be provided
to the end customers. The directors of the
Company considered that this change in
accounting policy had no material impact on
opening balances as at 1 January 2018.

ERHITREETEEMEREE
R(TEEMBEEEN ) (Z)

REFEEFHEVDMITREESTER
MIHMELER ()

2.1 FEUBEFREEANE 155 KEE
BEaHIZIA J(4E)

BAERAE B BEHEERE 15
TR ER AL

(@)

B AR W A RO BF

AEBEETERFHERDH
BIER - HmRETIRREE
TEm > AEBEEEmEZEH
REBENEREM(AEMRM
TEPE)ERHE -

REAHEREA

AREER2017F12 831 H
WEAEANESHEBMZ
MEB AR - AR E I E
GFERR B ARRZE
ERBAEEERREA -
I RARE TR 5% B P &
mEREZEMRESBE 2
SERERWA - NAFE
ERE - LEFEEESE
201841 A1 H AWl A a8 I
mEATE -

—F N FREEIE75
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2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year (Continued)

2.1 HKFRS 15 “Revenue from Contracts with
Customers” (Continued)

The following adjustments were made to the amounts
recognised in the consolidated statement of financial
position at 1 January 2018. Line items that were not
affected by the changes have not been included.

RBAR
it HOR R B R (HiE)

Current liabilities

Other creditors and
accrued charges (Note)

Contract liabilities (Note) BRaBEH7)

Note: As at 1 January 2018, advances from customers of
approximately HK$133,036,000 in respect of several
contracts previously included in other creditors
and accrued charges were reclassified to contract
liabilities.

The following tables summarise the impacts of
applying HKFRS 15 on the Group’s consolidated
statement of financial position as at 31 December
2018 and its consolidated statement of profit or loss
and other comprehensive income and consolidated
statement of cash flows for the current year for each
of the line items affected. Line items that were not
affected by the changes have not been included.

ERHITREETEEMEREE
R(TEEMBEEEN ) (Z)

REFEEFHEYDMITREETER
MIHWMELER(E)

2.1 FEUBEFRETEANE 158 KEE
BEaHZIA J(4E)

MN2018F1 A1 B4 48 B Sk
RHPERNSETFATIAEE - &
IRASZEEZERIEE -

Carrying

Carrying amounts
amounts under
previously HKFRS 15 at
reported at 1 January
31 December 2018
2017 R2018 %
12017 & 1A1H
12H31H FRMEBRE
KLRIZHRHE  Reclassification ERIE 155
REE ENHE  ETHREE
HK$'000 HK$'000 HK$’000
FHET FHET FET
497,638 (133,036) 364,602

- 133,036 133,036

HiaE - R20184F1 A1H » & Al & A
HbENRBRESERANE
BENEANTFEMNRELY
133,036,000 B TEEH DA
AHEME -

TR &R 2018F 12 A31 B 4
G BRRARRANF RIS BR
REAREREGERESRERTP
A FE &8 B 5 A 2E A5 5%
B EHEER - RINITAZE
BREMIAR o
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2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year (Continued)

2.1 HKFRS 15 “Revenue from Contracts with
Customers” (Continued)

Impact on the consolidated statement of financial
position

Note
it

Current Liabilities REBAR
Other creditors and accrued charges EENFEREFER  (a)
Contract liabilities BHEE @

Impact on the consolidated statement of profit or loss
and other comprehensive income

ERHIREETEEMEREE
RI(TEEMBEEEN ] (Z)

REFEBFHEVRDHITREESTER
MIGHMEER(E)

21 FEMBEBESERAFE 150 XEEF
FE&HZIBA (&)

HEMBRIK 2 &

Amounts

without

application of

HKFRS 15

XEREE

Asreported  Adjustments  M¥#EER
mER HE E15RZeH
HK$°000 HK$’000 HK$°000
F#T F#T FETT
328,646 149,776 478,422
149,776 (149,776) -

MRE R REAME E K&K

As reported

may

Note HK$°000

/0f=3 F#ET

Revenue LON (b) 30,007,805
Cost of sales SHER A (b) (28,040,808)

Amounts

without

application of

HKFRS 15

RERE#E

Adjustments  FAE#EER
A% H15HzeH
HK$°000 HK$°000
FET FET
600,684 30,608,489
(600,684) (28,641,492)
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2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year (Continued)

2.1 HKFRS 15 “Revenue from Contracts with
Customers” (Continued)

Impact on the consolidated statement of cash flows

Note
Hrzt

OPERATING ACTIVITIES REED
Decrease in other creditors and HitEARERESER
accrued charges 2R

Increase in contract liabilities

AHAEZEN

Notes:

(@ As at 31 December 2018, the adjustments relate
to advances from customers in respect of several
contracts which are presented as contract liabilities
upon the application of HKFRS 15.

(b)  Under HKAS 18, several subsidiaries in Hong Kong
recognised distribution of oil products on a gross
basis, i.e. the Group was considered as a principal,
due to its significant exposure to credit risk of
customers. Upon application of HKFRS 15, the Group
is considered as an agent and recognise revenue
in net basis. This change in accounting policies
resulted in a reduction of revenue and cost of sales by
approximately HK$600,684,000 for the year ended 31
December 2018.

ERHITREETEEMEREE
R(TEEMBEEEN ) (Z)

REFEEFHEYDMITREETER
MIHWMELER(E)

2.1 FEUBEFRETEANE 158 KEE
BEaHZIA J(4E)

HEREREXRIFE

Amounts

without

application of

HKFRS 15

XEREE

Asreported  Adjustments  H#E#EER

mE& HE H15Hzel

HK$°000 HK$°000 HK$°000

F#T FET FET

(44,121) 10,614 (33,507)

10,614 (10,614) -
iopza

(@) M2018F12H31H EA &
BB MEERNE16HER - B
BED & HNE P RN AR
E2J/EMNEE-

b) WREFBGTERNEISKE &
FEBHH B R BIRAEER D
HBm - ARAEBEEERD
REEERR  MAKEHES
LA - RIEAT BT ka4
B ZE 1557 18 AN &= B 4748 B EE
A WAREEBREREA - &
20185128318 Ik F & -
SRR RE S EFRA REEK
R % 600,684,000 B 7T °



Annual Repprt 2018 SSSSERNE 5

Notes to the Consolidated Financial Statements

—=AN =+ 2

iRE ISR M AT

For the year ended 31 December 2018

EE 20184 12 31 HI-FZE

2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year (Continued)

2.2 HKFRS 9 “Financial Instruments” and the related
amendments

In the current year, the Group has applied HKFRS 9
“Financial Instruments”, Amendments to HKFRS 9
“Prepayment Features with Negative Compensation”
and the related consequential amendments to other
HKFRSs. HKFRS 9 introduces new requirements for 1)
the classification and measurement of financial assets
and financial liabilities, 2) expected credit losses
(“ECL”) for financial assets.

The Group has applied HKFRS 9 in accordance
with the transition provisions set out in HKFRS 9,
i.e. applied the classification and measurement
requirements (including impairment under ECL model)
retrospectively to instruments that have not been
derecognised as at 1 January 2018 (date of initial
application) and has not applied the requirements to
instruments that have already been derecognised as
at 1 January 2018. The difference between carrying
amounts as at 31 December 2017 and the carrying
amounts as at 1 January 2018 are recognised in the
opening retained profits and other components of
equity, without restating comparative information.

Accordingly, certain comparative information may
not be comparable as comparative information was
prepared under HKAS 39 “Financial Instruments:
Recognition and Measurement”.

Accounting policies resulting from application of
HKFRS 9 are disclosed in note 3.

ERHITREETEEMEREE
R(TEEMBEEEN ) (Z)

REFEEFHEVDMITREESTER
MIHMELER ()

22 BFRHMBEBESERNFEIM BEL
R IRIEMERT

RAER  AEECERAEBMH
WEEMFEORIMB TR BB
MBHRELRFEIR BT AR
BEMEZANRBARE | REAM
FAMBHREERABNEEE
7] BARAMBRELEFEIHREIA
FREVNMBEERMB AR
DERFER  2)MBEENTEY
EEBER(EHREESE]) -

AEEERB BV BREELNEQ
SR Pk A B 16 S HE FR AR S B TS R
S AERZE 95 - BI Y I & K 2018
F1RA1B(WIREABH)KIERE
ROTEEBPERASBENTERTE
(BIEEHEEBRET ZRE)
i I 4 ¥ 2 R 2018451 A1 B &K
IR TEERABBEARE - R
2017 F 12 A31 H W R | B 2 R
2018F 1 A1 HMEREE ZHHNE
B RERE & A KA A H A
R BABILRER -

At - ARLERERTIZREE R
FHERIE IR MBF T A - R
FEIRE  METHLRERTE
EORLLE

R B S WS R E oA
5B B A 3 3 B -
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EZ2018F 1231 HIEFE
2. APPLICATION OF NEW AND AMENDMENTS 2. ERAFHITREETEERMEREE
TO HONG KONG FINANCIAL REPORTING ([ EEMBHEEDN ) (E)
STANDARDS (“HKFRSs”) (Continued)
New and Amendments to HKFRSs that are REFEEETNERIMETREETEE
mandatorily effective for the current year (Continued) MHEEER(Z)
2.2 HKFRS 9 “Financial Instruments” and the related 22 BEHMBHEEAFEIH BT
amendments (Continued) R IREREST (Z)
Summary of effects arising from initial application of BAERE B BREERZE IS
HKFRS 9 H7Z ZEEt
The table below illustrates the classification and Ti%F?L*E?Fif/%ﬁﬁk%&i/ﬂ'rk
measurement of financial assets subject to ECL O R BB SEERIZE 39 FEARN
under HKFRS 9 and HKAS 39 at the date of initial %E,Hm:fﬂéﬂamﬁ?ﬁrkéf%ﬁf\zo18
application, 1 January 2018. F1RA1BH(BEXRERBH) NS
ENETE o

Other
debtors,
deposits and

Trade prepayments
receivables HffEITTRIA -
BRESER RERFAFGRE

Note HK$’000 HK$°000
HteF FRET FRET
Closing balance at 31 7?2017 12A 31 81
December 2017 — *FEe: — FEgH
HKAS 39 HERISE 39 5% 3,575,770 1,996,941
Remeasurement EHEE
Impairment under ECL model ~ FEH{ZEEEEXE T
ZIBE (a) (10,000) (30,000)
Opening balance at 1 7?2018 1 A1 HE™M

January 2018 b= 3,565,770 1,966,941
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2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and Amendments to HKFRSs that are
mandatorily effective for the current year (Continued)

2.2 HKFRS 9 “Financial Instruments” and the related
amendments (Continued)

(@) Impairment under ECL model

The Group applies the HKFRS 9 simplified
approach to measure ECL which uses a
lifetime ECL for all trade receivables, including
trade related amounts due from an associate
and a joint venture. Trade receivables have
been assessed individually with outstanding
significant balances and collectively using a
provision matrix for the remaining balances,
which is grouped based on shared credit risk
characteristics and the historical observed
default rates adjusted for forward-looking
estimates that is available without undue costs
or effort.

For other financial assets at amortised cost,
including pledged bank deposits, bank balances,
other refundable deposits paid, other debtors,
and non-trade related amounts due from an
associate and a joint venture, are assessed on
12m ECL basis as there had been no significant
increase in credit risk since initial recognition.

As at 1 January 2018, additional credit loss
allowance of HK$40,000,000 has been
recognised against retained profits. The
additional loss allowance is charged against the
respective trade receivables and other financial
assets.

ERHITREETEEMEREE
R(TEEMBEEEN ) (Z)

REFEEFHEVDMITREESTER
MIHMELER ()

22 BFRHMBEBESERNFEIM BEL
RIRHERERT(E)

@)

BHEEEREAE T2

AEBERBESMBREE
RIE 9k LAt BFE
FEBR RBEREKES
R (BIERE W — A& 1 A
R—REELXEE S
ZHRB)VERGFEEAEER
B - BIKE SRR EH
SEERZENERGHR N
5 B8 b (0 P R 1 AR R BT 115 £
B REMSEBENEERR
RFERABRNELZOX
RIBRIRE M EFHETHESD
BRI TLERANRE
E

H 7 B H6 HERIZ(E A AR
WHEBEREN HBPBE
E(BRDEMRITER - §
TTHEER - EXNMEMATR
BT HMEKHRIEARE
W—KBERAMREZELE
HEZERIKEA) G
128 A EEEIEEA
fili o

R2018F1H1H HRHE
m A R B IME B BB e
40,000,000 7T  BEIMNE 1B
BEARKE SRR REM
B 7% & EE R 0Bk o

—FE N FEEEINST
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EZ2018F 1231 HIEFE
2. APPLICATION OF NEW AND AMENDMENTS 2. ERAFHITREETEERMEREE
TO HONG KONG FINANCIAL REPORTING ([ EEMBHEEDN ) (E)
STANDARDS (“HKFRSs”) (Continued)
New and Amendments to HKFRSs that are REFEEETNERIMETREETEE
mandatorily effective for the current year (Continued) MHEEER(Z)
2.2 HKFRS 9 “Financial Instruments” and the related 22 BEHMBHEEAFEIH BT
amendments (Continued) R IREREST (Z)
(a) Impairment under ECL model (Continued) (a) FRHIEEERENE T2
E(E)
All loss allowances, including trade receivables MR2017E12HA31H - B1&
and other financial assets at amortised cost, as EUWE SRR R E M EE
at 31 December 2017 reconciled to the opening EE WY 5 18 8 45 2 S kAN E
loss allowances as at 1 January 2018 are as MR20184F1 A1 H 2 A9 E
follows: BEREEHERNT

Other
financial
assets at

Trade amortised
receivables Hfttit 38 E
BRRBER EEBREHE

HK$°000 HK$°000
F#&iT F&IT

At 31 December 2017 — HKAS 39 /2017412 831 H —
HFB G EERIE 39 5% (27,000) -

Amounts remeasured through EBHIRE BB
opening retained profits EZEH (10,000) (30,000)

At 1 January 2018 #2018 1A 1H (37,000) (30,000)
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2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and amendments to HKFRSs in issue but not yet

effective

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are not

yet effective:

HKFRS 16
HKFRS 17

HK(IFRIC) — Int 23

Amendments to HKFRS 3

Amendments to HKFRS 9

Amendments to HKFRS 10 and
HKAS 28

Amendments to HKAS 1 and
HKAS 8

Amendments to HKAS 19

Amendments to HKAS 28

Amendments to HKFRSs

2019
be determined

2021

Leases'
Insurance Contracts®

Uncertainty over Income Tax Treatments'

Definition of a Business*

Prepayment Features with Negative
Compensation’

Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture®

Definition of Material’

Plan Amendment, Curtailment or
Settlement'

Long-term Interests in Associates and
Joint Ventures'

Annual Improvements to HKFRSs 2015
— 2017 Cycle'

Effective for annual periods beginning on or after 1 January
Effective for annual periods beginning on or after a date to
Effective for annual periods beginning on or after 1 January

Effective for business combinations and asset acquisitions

for which the acquisition date is on or after the beginning of
the first annual period beginning on or after 1 January 2020

2020

Effective for annual periods beginning on or after 1 January

ERAHITREETEEMBERESE
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2.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

New and amendments to HKFRSs in issue but not yet
effective (Continued)

Except for the new HKFRSs mentioned below, the directors
of the Company anticipate that the application of all other
new and amendments to HKFRSs will have no material
impact on the Group’s financial position and performance
and/or the disclosures set out in these consolidated
financial statements.

HKFRS 16 “Leases”

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16
will supersede HKAS 17 “Leases” and the related
interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled by
a customer. In addition, HKFRS 16 requires sales and
leaseback transactions to be determined based on the
requirements of HKFRS 15 as to whether the transfer of the
relevant asset should be accounted as a sale. HKFRS 16
also includes requirements relating to subleases and lease
modifications.

Distinctions of operating leases and finance leases are
removed for lessee accounting, and is replaced by a model
where a right-of-use asset and a corresponding liability
have to be recognised for all leases by lessees, except for
short-term leases and leases of low value assets.
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2.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

HKFRS 16 “Leases” (Continued)

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain
exceptions) less accumulated depreciation and impairment
losses, adjusted for any remeasurement of the lease
liability. The lease liability is initially measured at the
present value of the lease payments that are not paid at
that date. Subsequently, the lease liability is adjusted for
interest and lease payments, as well as the impact of lease
modifications, amongst others. For the classification of
cash flows, the Group currently presents upfront prepaid
lease payments as investing cash flows in relation to
leasehold lands for owned use and those classified as
investment properties while other operating lease payments
are presented as operating cash flows. Upon application of
HKFRS 16, lease payments in relation to lease liability will
be allocated into a principal and an interest portion which
will be presented as financing cash flows by the Group.

Under HKAS 17, the Group has already recognised an
asset and a related finance lease liability for finance lease
arrangement and prepaid lease payments for leasehold
lands where the Group is a lessee. The application of
HKFRS 16 may result in potential changes in classification
of these assets depending on whether the Group presents
right-of-use assets separately or within the same line item
at which the corresponding underlying assets would be
presented if they were owned.

Other than certain requirements which are also applicable
to lessor, HKFRS 16 substantially carries forward the lessor
accounting requirements in HKAS 17, and continues to
require a lessor to classify a lease either as an operating
lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS
16.
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2.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

HKFRS 16 “Leases” (Continued)

As at 31 December 2018, the Group has non-cancellable
operating lease commitments of approximately
HK$266,374,000 as disclosed in note 39. A preliminary
assessment indicates that these arrangements will meet
the definition of a lease. Upon application of HKFRS
16, the Group will recognise a right-of-use asset and a
corresponding liability in respect of all these leases.

In addition, the Group currently considers refundable
rental deposits paid of approximately HK$13,240,000
and refundable rental deposits received of approximately
HK$2,445,000 as rights and obligations under leases
to which HKAS 17 applies. Based on the definition of
lease payments under HKFRS 16, such deposits are not
payments relating to the right to use the underlying assets,
accordingly, the carrying amounts of such deposits may
be adjusted to amortised cost. Adjustments to refundable
rental deposits paid would be considered as additional
lease payments and included in the carrying amount of
right-of-use assets. Adjustments to refundable rental
deposits received would be considered as advance lease
payments.

The application of new requirements may result in changes
in measurement, presentation and disclosure as indicated
above. The Group intends to elect the practical expedient
to apply HKFRS 16 to contracts that were previously
identified as leases applying HKAS 17 and HK(IFRIC) —
Int 4 “Determining whether an Arrangement contains a
Lease” and not apply this standard to contracts that were
not previously identified as containing a lease applying
HKAS 17 and HK(IFRIC) — Int 4. Therefore, the Group will
not reassess whether the contracts are, or contain a lease
which already existed prior to the date of initial application.
Furthermore, the Group intends to elect the modified
retrospective approach for the application of HKFRS 16
as lessee and will recognise the cumulative effect of initial
application to opening retained profits without restating
comparative information.
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2.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

Amendments to HKFRS 3 “Definition of a Business”

The amendments clarify the definition of a business and
provide additional guidance with the objective of assisting
entities to determine whether a transaction should be
accounted for as a business combination or an asset
acquisition. Furthermore, an optional concentration test is
introduced to permit a simplified assessment of whether
an acquired set of activities and assets is not a business.
The amendments will be mandatorily effective to the Group
prospectively for acquisition transactions completed on or
after 1 January 2020.

Amendments to HKAS 1 and HKAS 8 “Definition of
Material”

The amendments provide refinements to the definition of
material by including additional guidance and explanations
in making materiality judgements. The amendments
also align the definition across all HKFRSs and will be
mandatorily effective for the Group’s annual period
beginning on 1 January 2020. The application of the
amendments is not expected to have significant impact
on the financial position and performance of the Group
but may affect the presentation and disclosures in the
consolidated financial statements.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared
in accordance with HKFRSs issued by the HKICPA. In
addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (“Listing Rules”) and by the Hong Kong Companies
Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for financial instruments
that are measured at fair values at the end of each
reporting period, as explained in the accounting policies set
out below.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on
such a basis, except for share-based payment transactions
that are within the scope of HKFRS 2 “Share-based
Payment”, leasing transactions that are within the scope
of HKAS 17 “Leases”, and measurements that have some
similarities to fair value but are not fair value, such as net
realisable value in HKAS 2 “Inventories” or value in use in
HKAS 36 “Impairment of Assets”.

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset
or liability.

The principal accounting policies are set out below.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company and its subsidiaries. Control is achieved
when the Company:

o has power over the investee;

o is exposed, or has rights to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its return.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement
of profit or loss and other comprehensive income from the
date the Group gains control until the date when the Group
ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company
and to the non-controlling interests even if this results in
the non-controlling interests having a deficit balance.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with the Group’s accounting policies.

All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by
the Group to the former owners of the acquiree and the
equity interests issued by the Group in exchange for control
of the acquiree. Acquisition-related costs are generally
recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair value.

Goodwill is measured as the excess of the sum of
the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of
the acquirer’s previously held equity interest in the acquiree
(if any) over the net amount of the identifiable assets
acquired and the liabilities assumed as at acquisition date.
If, after re-assessment, the net amount of the identifiable
assets acquired and liabilities assumed exceeds the sum
of the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of the
acquirer’s previously held interest in the acquiree (if any),
the excess is recognised immediately in profit or loss as a
bargain purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate share
of the relevant subsidiary’s net assets in the event of
liquidation are initially measured at the non-controlling
interests’ proportionate share of the recognised amounts
of the acquiree’s identifiable net assets. The choice of
measurement basis is made on a transaction-by-transaction
basis.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Acquisition of a subsidiary not constituting a business

When the Group acquires a group of assets and liabilities
that do not constitute a business, the Group identifies and
recognises the individual identifiable assets acquired and
liabilities assumed by allocating the purchase price first to
the financial assets and financial liabilities at the respective
fair values, the remaining balance of the purchase price is
then allocated to the other identifiable assets and liabilities
on the basis of their relative fair values at the date of
purchase. Such a transaction does not give rise to goodwill
or bargain purchase gain.

Goodwill

Goodwill arising on an acquisition of a business is
carried at cost as established at the date of acquisition
of the business (see accounting policy above) less any
accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units (or
groups of cash-generating units) that is expected to benefit
from the synergies of the combination, which represent the
lowest level at which the goodwill is monitored for internal
management purposes and not larger than an operating
segment.

A cash-generating unit (or group of cash-generating
units) to which goodwill has been allocated is tested for
impairment annually or more frequently when there is an
indication that the unit may be impaired. For goodwill
arising on an acquisition in a reporting period, the cash-
generating unit (or group of cash-generating units) to
which goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable
amount is less than its carrying amount, the impairment
loss is allocated first to reduce the carrying amount of any
goodwill, and then to the other assets on a pro-rata basis
based on the carrying amount of each asset in the unit (or
group of cash-generating units).
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Goodwill (Continued)

On disposal of the relevant cash-generating unit (“CGU”) or
any of the CGU within the group of CGUs, the attributable
amount of goodwill is included in the determination of
the amount of profit or loss on disposal. When the Group
disposes of an operation within the CGU (or a CGU within
a group of CGUs), the amount of goodwill disposed of
is measured on the basis of the relative values of the
operation (or the CGU) disposed of and the portion of the
CGU (or the group of CGUSs) retained.

The Group’s policy for goodwill arising on the acquisition of
an associate and a joint venture is described below.

Investments in an associate and joint ventures

An associate is an entity over which the Group has
significant influence. Significant influence is the power to
participate in the financial and operating policy decisions
of the investee but is not control or joint control over those
policies.

A joint venture is a joint arrangement whereby the parties
that have joint control of the arrangement have rights to
the net assets of the joint arrangement. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant
activities require unanimous consent of the parties sharing
control.

3.

FEEEEE)
-1 16V

HEREReELBENNRNCELEN
MRRERMNREEEEME  BEL
EhHeBREBETHERa c SBRTHE
ER- BREERBEELEBEM(HRE
ELXEVARNANZ —EReELEMN)
AHEE-EEXLR CSHENHESHE
TR BAHEEXB (KRS ELEM)H
HEEERMRERSELEM (R
TELBEM AR DFE

ARBEWEE KB EAARAEA
AL 2 B8 2 RERAIT -

RAR—XBRELFARSELR

BEATAAEBTHRATREAYE
NZER - EAYERAESRERE
B2 BB RABBRE - IR
R SRS -

BECER—BARTH Bt BR
BB RREFR IO HZ L
BEEFEZEREN - KRZHIERRS
MWmEH T AR ZHEGE - KRE
HEERREBZRARZHEFEL
AR ER —BAEZRERFH -



Annual Repprt 2018 SSSSERNE 5

Notes to the Consolidated Financial Statements

fre g RR M At

For the year ended 31 December 2018

EE20184F 12 A31 HIFFE
3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments in an associate and joint ventures
(Continued)

The results and assets and liabilities of associates and joint
ventures are incorporated in these consolidated financial
statements using the equity method of accounting. The
financial statements of associates and joint ventures
used for equity accounting purposes are prepared using
uniform accounting policies as those of the Group for like
transactions and events in similar circumstances. Under
the equity method, an investment in an associate or a joint
venture is initially recognised in the consolidated statement
of financial position at cost and adjusted thereafter to
recognise the Group’s share of the profit or loss and other
comprehensive income of the associate or joint venture.
Changes in net assets of the associate or joint venture
other than profit or loss and other comprehensive income
are not accounted for unless such changes resulted in
changes in ownership interest held by the Group. When
the Group’s share of losses of an associate or a joint
venture exceeds the Group’s interest in that associate or
joint venture (which includes any long-term interests that,
in substance, form part of the Group’s net investment in
the associate or joint venture), the Group discontinues
recognising its share of further losses. Additional losses are
recognised only to the extent that the Group has incurred
legal or constructive obligations or made payments on
behalf of the associate or joint venture.

An investment in an associate or a joint venture is
accounted for using the equity method from the date on
which the investee becomes an associate or a joint venture.
On acquisition of the investment in an associate or a joint
venture, any excess of the cost of the investment over
the Group’s share of the net fair value of the identifiable
assets and liabilities of the investee is recognised as
goodwill, which is included within the carrying amount of
the investment. Any excess of the Group’s share of the net
fair value of the identifiable assets and liabilities over the
cost of the investment, after reassessment, is recognised
immediately in profit or loss in the period in which the
investment is acquired.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments in an associate and joint ventures
(Continued)

The Group assesses whether there is an objective evidence
that the interest in an associate or a joint venture may be
impaired. When any objective evidence exists, the entire
carrying amount of the investment (including goodwill)
is tested for impairment in accordance with HKAS 36
“Impairment of Assets” as a single asset by comparing its
recoverable amount (higher of value in use and fair value
less costs to sell) with its carrying amount. Any impairment
loss recognised forms part of the carrying amount of
the investment. Any reversal of that impairment loss is
recognised in accordance with HKAS 36 to the extent that
the recoverable amount of the investment subsequently
increases.

When a group entity transacts with an associate or a joint
venture of the Group (such as a sale or contribution of
assets), profits and losses resulting from the transactions
with the associate or joint venture are recognised in the
Group’s consolidated financial statements only to the
extent of interests in the associate or joint venture that are
not related to the Group.

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in note 2)

Under HKFRS 15, the Group recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
“control” of the goods or services underlying the particular
performance obligation is transferred to the customer.

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

3.
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EE20184F 12 A31 HIFFE
3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in note 2) (Continued)

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of
the following criteria is met:

o the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;

° the Group’s performance creates and enhances
an asset that the customer controls as the Group
performs; or

o the Group’s performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct good or service.

A contract liability represents the Group’s obligation
to transfer goods or services to a customer for which
the Group has received consideration (or an amount of
consideration is due) from the customer.

Principal versus agent

When another party is involved in providing goods or
services to a customer, the Group determines whether the
nature of its promise is a performance obligation to provide
the specified goods or services itself (i.e. the Group is a
principal) or to arrange for those goods or services to be
provided by the other party (i.e. the Group is an agent).

The Group is a principal if it controls the specified good
or service before that good or service is transferred to a
customer.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Principal versus agent (Continued)

The Group is an agent if its performance obligation is to
arrange for the provision of the specified good or service by
another party. In this case, the Group does not control the
specified good or service provided by another party before
that good or service is transferred to the customer. When
the Group acts as an agent, it recognises revenue in the
amount of any fee or commission to which it expects to be
entitled in exchange for arranging for the specified goods
or services to be provided by the other party.

Revenue recognition (prior to 1 January 2018)

Revenue is measured at the fair value of the consideration
received or receivable. Revenue is reduced for estimated
customer returns, rebates and other similar allowances.

Revenue is recognised when the amount of revenue can
be reliably measured; when it is probable that future
economic benefits will flow to the Group and when specific
criteria have been met for each of the Group’s activities, as
described below.

Revenue from the sale of goods is recognised when the
goods are delivered and titles have passed, at which time
all the following conditions are satisfied:

° the Group has transferred to the buyer the significant
risks and rewards of ownership of the goods;

° the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

o the amount of revenue can be measured reliably;

o it is probable that the economic benefits associated
with the transaction will flow to the Group; and

o the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Specifically, revenue from sale of properties in the ordinary
course of business is recognised when the respective
properties have been completed and delivered to the
buyers.
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EE20184F 12 A31 HIFFE
3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (prior to 1 January 2018)
(Continued)

The Group’s accounting policies for recognition of interest
income and revenue or income from operating leases are
described in the accounting policies for financial interest
income and instruments and leases below.

Property, plant and equipment

Property, plant and equipment including buildings held for
use in the production or supply of goods or services, or for
administrative purpose other than construction in progress,
are stated in the consolidated statement of financial
position at cost less subsequent accumulated depreciation
and accumulated impairment losses, if any.

Depreciation and amortisation are recognised so as to
write off the cost of assets, other than construction in
progress, over their estimated useful lives and after taking
into account of their estimated residual value, using the
straight-line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in
estimate accounted for on a prospective basis. For vessels,
the residual value of each vessel is equal to the product of
its light weight tonnage and estimate scrape rate.

Vessel components costs include the cost of major
components which are usually replaced or renewed at dry
dockings. The Group capitalises dry docking costs as they
are incurred and depreciates these costs using the straight-
line method over their estimated useful lives.

Properties in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Cost includes professional
fees and, for qualifying assets, borrowing costs capitalised
in accordance with the Group’s accounting policy. Such
properties are classified to the appropriate categories of
property, plant and equipment when completed and ready
for intended use. Depreciation of these assets, on the
same basis as other property assets, commences when the
assets are ready for their intended use.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment (Continued)

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on derecognition of the asset is
determined as the difference between the sales proceeds
and the carrying amount of the asset and is recognised in
profit or loss.

Buildings under development for future owner-
occupied purpose

When buildings are in the course of development for
administrative purposes, the amortisation of prepaid
lease payment provided during the construction period is
included as part of costs of buildings under construction.
Buildings under construction are carried at cost, less any
identified impairment losses. Depreciation of buildings
commences when they are available for use (i.e. when
they are in the location and condition necessary for them
to be capable of operating in the manner intended by
management).

Properties under development for sales

Properties under development for sales are stated at the
lower of cost and net realisable value. Cost comprises both
the land use rights and development cost for the property.
Net realisable value takes into account the price ultimately
expected to be realised, less applicable selling expenses
and the anticipated costs of completion.

Development costs of property comprise construction
costs, borrowing costs capitalised according to the
Group’s accounting policy and directly attributable cost
incurred during the development period. On completion,
the properties are transferred to properties held for sales.

Properties held for sales

Properties held for sales are stated at the lower of cost and
net realisable value.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Intangible assets
Intangible assets acquired in a business combination

Intangible assets acquired in a business combination
and recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date (which
is regarded as their cost).

Subsequent to initial recognition, intangible assets acquired
in a business combination with finite useful lives are
reported at cost less accumulated amortisation and any
accumulated impairment losses, on the same basis as
intangible assets that are acquired separately. Amortisation
for intangible assets with finite useful lives is provided on
a straight-line basis over their estimated useful live less
impairment losses, if any (see the accounting policy in
respect of impairment losses on tangible and intangible
assets below).

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of
an intangible asset, measured as the difference between
the net disposal proceeds and the carrying amount of the
asset, are recognised in profit or loss when the asset is
derecognised.

Impairment on tangible and intangible assets other
than goodwill (see the accounting policy in respect of
goodwill above)

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets
with finite useful lives to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount
of the relevant asset is estimated in order to determine the
extent of the impairment loss, if any.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment on tangible and intangible assets other
than goodwill (see the accounting policy in respect of
goodwill above) (Continued)

The recoverable amount of tangible and intangible assets
are estimated individually, when it is not possible to
estimate the recoverable amount of an asset individually,
the Group estimates the recoverable amount of the CGU
to which the asset belongs. When a reasonable and
consistent basis of allocation can be identified, corporate
assets are also allocated to individual CGU, or otherwise
they are allocated to the smallest group of CGU for which
a reasonable and consistent allocation basis can be
identified.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and
the risks specific to the asset (or a CGU) for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a CGU) is
estimated to be less than its carrying amount, the
carrying amount of the asset (or a CGU) is reduced to its
recoverable amount. In allocating the impairment loss, the
impairment loss is allocated first to reduce the carrying
amount of any goodwill (if applicable) and then to the other
assets on a pro-rata basis based on the carrying amount
of each asset in the unit. The carrying amount of an asset
is not reduced below the highest of its fair value less costs
of disposal (if measurable), its value in use (if determinable)
and zero. The amount of the impairment loss that would
otherwise have been allocated to the asset is allocated pro
rata to the other assets of the unit. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or CGU) is increased to
the revised estimate of its recoverable amount, but so
that the increased carrying amount does not exceed the
carrying amount that would have been determined had
no impairment loss been recognised for the asset (or a
CGU) in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Costs of inventories are determined on a
first-in, first-out basis. Net realisable value represents the
estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recognised at the rates of exchanges prevailing on the
dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s
operations are translated into the presentation currency
of the Group (i.e. HK$) using exchange rates prevailing at
the end of each reporting period. Income and expenses
items are translated at the average exchange rates for the
year, unless exchange rates fluctuate significantly during
the year, in which case, the exchange rates prevailing at
the dates of transactions are used. Exchange differences
arising, if any, are recognised in other comprehensive
income and accumulated in equity under the heading of the
exchange reserve (attributed to non-controlling interests as
appropriate).
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign currencies (Continued)

On the disposal of a foreign operation (i.e. a disposal of the
Group’s entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a
foreign operation, or a partial disposal of an interest in a
joint arrangement or an associate that includes a foreign
operation of which the retained interest becomes a financial
asset), all of the exchange differences relating to translation
of the functional currency of the foreign operation to RMB,
the functional currency of the Company accumulated
in equity attributable to the owners of the Company are
reclassified to profit or loss.

Exchange differences arising from the translation of the
Company’s functional currency, RMB, to the presentation
currency, HKS$, are recognised in other comprehensive
income and accumulated in equity under the heading of
exchange reserve (attributed to non-controlling interests
as appropriate) and will not be reclassified subsequently to
profit or loss.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
before 1 January 2005 is treated as non-monetary foreign
currency items of the acquirer and reported using the
historical cost prevailing at the date of acquisition.

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

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale are added to
the cost of those assets until such time as the assets are
substantially ready for their intended use or sale.

Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalisation.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Borrowing costs (Continued)

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Leasing

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

The Group as lessor

Rental income from operating leases is recognised in profit
or loss on a straight-line basis over the term of the relevant
lease.

The Group as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised
as a reduction of rental expense on a straight-line basis.

Leasehold land and building for own use

When the Group makes payment for a property interest
which includes both leasehold land and building elements,
the Group assesses the classification of each element as
a finance or an operating lease separately based on the
assessment as to whether substantially all the risks and
rewards incidental to ownership of each element have
been transferred to the Group unless it is clear that both
elements are operating leases in which case the entire
property is accounted as an operating lease. Specifically,
the entire consideration (including any lump-sum upfront
payments) are allocated between the land and the building
elements in proportion to the relative fair values of the
leasehold interests in the land element and building element
of the lease at initial recognition.
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EE20184F 12 A31 HIFFE
3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leasing (Continued)
Leasehold land and building for own use (Continued)

To the extent the allocation of the relevant payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “land use rights”
in the consolidated statement of financial position and is
amortised over the lease term on a straight-line basis.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from ‘profit before taxation’
as reported in the consolidated statement of profit or loss
and other comprehensive income because of income or
expense that are taxable or deductible in other years and
items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the end of
the reporting period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding
tax bases used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for all
taxable temporary differences. Deferred tax assets
are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable
profits will be available against which those deductible
temporary differences can be utilised. Such deferred tax
assets and liabilities are not recognised if the temporary
difference arises from the initial recognition (other than
in a business combination) of assets and liabilities in a
transaction that affects neither the taxable profit nor the
accounting profit. In addition, deferred tax liabilities are not
recognised if the temporary difference arises from the initial
recognition of goodwill.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates and interests in joint ventures, except where
the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference
will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences
associated with such investments and interests are only
recognised to the extent that it is probable that there will
be sufficient taxable profits against which to utilise the
benefits of the temporary differences and they are expected
to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at
the end of the reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow all or part of the asset to be
recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rates
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of
its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.

3.
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EE20184F 12 A31 HIFFE
3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation (Continued)

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises
from the initial accounting for a business combination, the
tax effect is included in the accounting for the business
combination.

Retirement benefits cost

Payments to state-managed retirement benefits scheme
and the Mandatory Provident Fund Scheme are recognised
as an expense when employees have rendered service
entitling them to the contributions.

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid
as and when employees rendered the services. All short-
term employee benefits are recognised as an expense
unless another HKFRS requires or permits the inclusion of
the benefit in the cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries, annual leave and sick leave)
after deducting any amount already paid.

Financial instruments
Financial assets and financial liabilities are recognised

when a group entity becomes a party to the contractual
provisions of the instrument.
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EE20184F 12 A31 HIFFE
3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets and financial liabilities are initially measured
at fair value except for trade receivables arising from
contracts with customers, including trade related amounts
due from an associate and a joint venture, which are initially
measured in accordance with HKFRS 15 since 1 January
2018. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets and financial liabilities at fair
value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense over
the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts and
payments (including all fees and points paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts) through
the expected life of the financial asset or financial liability,
or, where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance with
transitions in note 2)

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

o the financial asset is held within a business model
whose objective is to collect contractual cash flows;
and

o the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.
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EE20184F 12 A31 HIFFE
3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance with
transitions in note 2) (Continued)

Financial assets that meet the following conditions are
subsequently measured at FVTOCI:

o the financial asset is held within a business model
whose objective is achieved by both collecting
contractual cash flows and selling; and

o the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All other financial assets are subsequently measured at
FVTPL.

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. For financial assets that have subsequently
become credit-impaired, interest income is recognised by
applying the effective interest rate to the amortised cost
of the financial asset from the next reporting period. If
the credit risk on the credit-impaired financial instrument
improves so that the financial asset is no longer credit-
impaired, interest income is recognised by applying the
effective interest rate to the gross carrying amount of the
financial asset from the beginning of the reporting period
following the determination that the asset is no longer
credit impaired.

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2)

The Group recognises a loss allowance for ECL on financial
assets which are subject to impairment under HKFRS 9
(including trade receivables, loan advances, deposits paid
and other receivables, amounts due from an associate and
a joint venture, pledged bank deposits and bank balances
and cash). The amount of ECL is updated at each reporting
date to reflect changes in credit risk since initial recognition.
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EE20184F 12 A31 HIFFE
3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2) (Continued)

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL (“12m ECL”)
represents the portion of lifetime ECL that is expected
to result from default events that are possible within 12
months after the reporting date. Assessment are done
based on the Group’s historical credit loss experience,
adjusted for factors that are specific to the debtors,
general economic conditions and an assessment of both
the current conditions at the reporting date as well as the
forecast of future conditions.

The Group always recognises lifetime ECL for trade
receivables. The ECL on trade receivables are assessed
individually for debtors with significant balances and
collectively using a provision matrix for the remaining
balances based on its historical observed default rates
which is adjusted for forward-looking estimates.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been
a significant increase in credit risk since initial recognition,
the Group recognises lifetime ECL. The assessment of
whether lifetime ECL should be recognised is based on
significant increases in the likelihood or risk of a default
occurring since initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2) (Continued)

(i)

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the
financial instrument as at the reporting date with the
risk of a default occurring on the financial instrument
as at the date of initial recognition. In making this
assessment, the Group considers both quantitative
and qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available without
undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly:

° an actual or expected significant deterioration in
the financial instrument’s external (if available) or
internal credit rating;

° significant deterioration in external market
indicators of credit risk, e.g. a significant
increase in the credit spread, the credit default
swap prices for the debtor;

° existing or forecast adverse changes in
business, financial or economic conditions that
are expected to cause a significant decrease in
the debtor’s ability to meet its debt obligations;

o an actual or expected significant deterioration in
the operating results of the debtor;

° an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor’s ability to
meet its debt obligations.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2) (Continued)

(i)

Significant increase in credit risk (Continued)

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information
that demonstrates otherwise.

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the
amount becomes past due.

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when information
developed internally or obtained from external
sources indicates that the debtor is unlikely to pay its
creditors, including the Group, in full (without taking
into account any collaterals held by the Group).

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 90 days past due unless the Group
has reasonable and supportable information to
demonstrate that a more lagging default criterion is
more appropriate.
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EE 20184 12 31 HI-FZE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2) (Continued)

(i)

(iv)

Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events of default that have a detrimental impact on
the estimated future cash flows of that financial asset
have occurred. Evidence that a financial asset is
credit-impaired includes observable data about the
following events:

(@) significant financial difficulty of the issuer or the
borrower;

(b) a breach of contract, such as a default or past
due event;

(c) the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the
borrower a concession(s) that the lender(s)
would not otherwise consider;

(d) it is becoming probable that the borrower
will enter bankruptcy or other financial
reorganisation; or

(e) the disappearance of an active market for that
financial asset because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there
is information indicating that the counterparty is in
severe financial difficulty and there is no realistic
prospect of recovery, for example, when the
counterparty has been placed under liquidation or
has entered into bankruptcy proceedings. Financial
assets written off may still be subject to enforcement
activities under the Group’s recovery procedures,
taking into account legal advice where appropriate.
A write-off constitutes a derecognition event. Any
subsequent recoveries are recognised in profit or loss.

3.

FEERBRE)

MBIRE)

MEZE(E)

R EEBE (RIEHT AL 2 728 R 1E X T
JEEER 5 ERIE 9% ) (&)

(i)

EERENMBEE

HEE-BAZREHEMBTEE
MRt RRR S REBEXTHF
& ARMBEERREERE -
MBEEEERENZREREAR
AT EHFR AT BREUE

@ BITAIBRAFEEAY
TR 2

) ERAH WmBRIAME
1

(© EREAERAN KRR
R ERSHIEH - ERA
B TR A ) 8 SR IR H B
AREAMBER T NEE B
BB

(d) fERAFBEREAWESE
L BEERT =X

) HMRMBERHEEHZEHE
ERNEBRTMESTBEFE -

WS EER

AEBRAEMNERBRZHEFER
BREVKNEELEERIRER
(PInZ ZEFEETEELEA
WERRTF)SMEMEEE - M
Z B EEDAIREA KB O R
Fri&E B RARE R1ZE S
17 ° MEHEA — B LR © 12
H R Bl FIAN B s FERR ©



Annual Repgrt 2018

“B R

Notes to the Consolidated Financial Statements

= A\
sre B

V%R M ot

For the year ended 31 December 2018
EE 20184 12 31 HI-FZE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

3.

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2) (Continued)

(v)

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is based
on historical data adjusted by forward-looking
information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined
with the respective risks of default occurring as the
weights.

Generally, the ECL is the difference between all
contractual cash flows that are due to the Group in
accordance with the contract and the cash flows
that the Group expects to receive, discounted at the
effective interest rate determined at initial recognition.

Where ECL is measured on a collective basis or
cater for cases where evidence at the individual
instrument level may not yet be available, the financial
instruments are grouped on the following basis:

o Nature of financial instruments (i.e. the Group’s
trade and other receivables are each assessed
as a separate group. Loans advances are
assessed for expected credit losses on an
individual basis);

° Past-due status;

° Nature, size and industry of debtors; and

o External credit ratings where available.
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For the year ended 31 December 2018

EE20184F 12 A31 HIFFE
3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with note 2) (Continued)

(v)  Measurement and recognition of ECL (Continued)

The grouping is regularly reviewed by management
to ensure the constituents of each group continue to
share similar credit risk characteristics.

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit impaired, in which case
interest income is calculated based on amortised cost
of the financial asset.

The Group recognises an impairment gain or loss
in profit or loss for all financial instruments by
adjusting their carrying amount, with the exception
of trade receivables, contract assets and where the
corresponding adjustment is recognised through a
loss allowance account.

Classification and subsequent measurement of financial
assets (before application of HKFRS 9 on 1 January 2018)

Financial assets are classified into the following specified
categories: financial assets at fair value through profit or
loss (“FVTPL”) and loans and receivables. The classification
depends on the nature and purpose of the financial assets
and is determined at the time of initial recognition. All
regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the
time frame established by regulation or convention in the
marketplace.

3.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial
assets (before application of HKFRS 9 on 1 January 2018)
(Continued)

Financial assets at FVTPL

Financial assets are classified as at FVTPL when the
financial asset is (i) held for trading, or (ii) it is designated as
at FVTPL.

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near term; or

° on initial recognition it is a part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual pattern of
short-term profit-taking; or

o it is a derivative that is not designated and effective
as a hedging instrument.

Financial assets at FVTPL are stated at fair value, with any
gains or losses arising on remeasurement recognised in
profit or loss. The net gain or loss recognised in profit or
loss on the financial assets and is included in the ‘other
gains and losses’ line item.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Subsequent to initial recognition, loans
and receivables including bank balances and cash, pledged
bank deposits, amounts due from an associate and a joint
venture, trade receivables, other debtors and refundable
deposits are carried at amortised cost using the effective
interest method, less any identified impairment losses (see
accounting policy on impairment of financial assets below).

Interest income is recognised by applying the effective
interest rate, except for short-term receivables where the
recognition of interest would be immaterial.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (before application of HKFRS
9 on 1 January 2018)

Financial assets are assessed for indicators of impairment
at the end of each reporting period. Financial assets are
considered to be impaired where there is objective evidence
that, as a result of one or more events that occurred after
the initial recognition of the financial asset, the estimated
future cash flows of the financial assets have been affected.

For loans and receivables, objective evidence of impairment
could include:

° significant financial difficulty of the issuer or
counterparty; or

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

o it becoming probable that the borrower will enter
bankruptcy or financing re-organisation.

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group’s past
experience of collecting payments and observable changes
in national or local economic conditions that correlate with
default on receivables.

For financial assets carried at amortised cost, the amount
of impairment loss recognised is the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the financial
asset’s original effective interest rate.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of HKFRS
9 on 1 January 2018) (Continued)

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables and other receivables, where
the carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount of the
allowance account are recognised in profit or loss. When
a trade debtor is considered uncollectible, it is written off
against the allowance account. Subsequent recoveries of
amounts previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively
to an event occurring after the impairment losses was
recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.

Derecognition of financial assets

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all
the risks and rewards of ownership of the asset to another
entity. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset measured at
amortised cost, the difference between the asset’s carrying
amount and the sum of the consideration received and
receivable is recognised in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial liabilities and equity

Debt and equity instruments issued are classified as
either financial liabilities or as equity in accordance with
the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of an entity after deducting all
of its liabilities. Equity instruments issued by the Company
are recognised at the proceeds received, net of direct issue
costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue
or cancellation of the Company’s own equity instruments.

Financial liabilities at amortised cost

Financial liabilities (other than derivative financial liabilities)
including trade payables, other creditors and accrued
charges, amounts due to an associate and a joint venture
and borrowings are subsequently measured at amortised
cost, using the effective interest method.

Derivative financial instruments

Derivatives are initially recognised at fair value at the
date when derivative contracts are entered into and
are subsequently remeasured to their fair value at the
end of the reporting period. The resulting gain or loss is
recognised in profit or loss.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
have expired. The difference between the carrying amount
of the financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.

3.
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4. CRITICAL ACCOUNTING JUDGEMENT AND KEY

SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in note 3, the management of the
Company are required to make judgements, estimates and
assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on
historical experience and other factors that are considered
to be relevant. Actual results 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.

Critical judgements in applying accounting policies

The following are the critical judgements, apart from
those involving estimations (see below), that the directors
of the Company have made in the process of applying
the Group’s accounting policies and that have the most
significant effect on the amounts recognised in the
consolidated financial statements.

Principal versus agent consideration (agent)

For several subsidiaries in Hong Kong engaged in
distribution of oil products acquired by the Group towards
the end of 31 December 2017, the directors of the
Company considered the Group acts as agent. The Group
does not have inventory risk, and hence only recognises
revenue in the amount of any fee or commission to which
the Group is exchange for arranging the oil products to be
provided to the end customers.

4.
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4. CRITICAL ACCOUNTING JUDGEMENT AND

KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimation uncertainty

The following are the key assumptions concerning the
future, and other key sources of estimation uncertainty at
the end of the reporting period, that have a significant risk
of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year.

Estimated impairment of goodwill

Determining whether goodwill relating to the sales and
distribution of LPG/oil/chemical products business are
impaired that requires estimation of the recoverable
amount. The recoverable amount is the higher of fair value
less cost to sell and value in use. The Group performed
impairment assessment by estimating the value in use
of the cash-generating units in which the goodwill are
attributable to. The value in use calculation requires
the Group to estimate the future cash flows expected
to arise from the cash-generating unit and a suitable
discount rate in order to calculate the present value. The
discount rate represents the rate that reflects the current
market assessment of the time value of money and the
risks specific to the asset for which the future cash flow
estimates have not been adjusted. Where the actual future
cash flows are less than expected or where there are
revision in future estimated cash flows due to unfavourable
changes in facts and circumstances, a material impairment
loss may arise. As at 31 December 2018, the carrying
amounts of goodwill are approximately HK$742,051,000
(2017: HK$751,948,000). There was no impairment loss
recognised for the years ended 31 December 2018 and
2017. Details of the goodwill are disclosed in note 18.
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4. CRITICAL ACCOUNTING JUDGEMENT AND

KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Key sources of estimation uncertainty (Continued)

Impairment assessment of trade receivables

Trade receivables have been assessed individually with
outstanding significant balances and collectively using
a provision matrix for the remaining balances, which is
grouped based on shared credit risk characteristics and
the historical observed default rates adjusted for forward-
looking estimates that is available without undue costs
or effort. The Group applies internal credit rating for its
customers. The debtors are assessed individually with
significant balances by reference to aging, past default
experience and current past due exposure of the debtor,
and an analysis of the debtor’s current financial position.
Estimated loss rates are based on probability of default and
loss given default with reference to an external credit report
and are adjusted for forward-looking information. At every
reporting date, the historical observed default rates are
reassessed and changes in the forward-looking information
are considered. The provision of ECL is sensitive to
changes in estimates. The information about the ECL and
the Group’s trade receivables are disclosed in notes 24
and 36 respectively.
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5. REVENUE 5. KA
Revenue represents the fair value of amounts received
and receivable for goods sold by the Group to outside
customers, less related taxes.

WA EARERINREFHEE M
U ER K FE M ER 2 2 %R ORVB BB TR ©

A. For the year ended 31 December 2018 A. #E2018F12A31HLEE
Disaggregation of revenue from contracts with FEAHEELRA ST
customers

Oil/chemical
Sales and products Sales of
distribution business electronic
Type of goods and services of LPG h& products
ARREREES HERSMRILR LIRES HEETER
HK$’000 HK$°000 HK$’000
FET FET FET
Sales and distribution of LPG HE KD HRIER
Wholesalers i g 3,815,088 - -
End users #im A P 6,142,700 - -
9,957,788 - -
Oil/chemical products business m@m/ CIRES
Qil products il
Sales of oil products HE M - 13,638,648 -
Provision of agency services RARIE AR = 14,213 =
- 13,652,861 -
Chemical products EIfm - 5,698,117 -
- 19,350,978 -
Sales of electronic products HEBTEM
Integrated circuit REERIR - - 553,500
Mobile phones Fi - - 145,539
- - 699,039
Total A 9,957,788 19,350,978 699,039
Geographical markets, based MESS  BRWEN
on shipment destination it
Mainland China B ARE 7,992,154 7,256,743 699,039
Hong Kong B8 863,370 3,436,872 -
Singapore N3 - 3,821,775 -
Others (Note) Hitn(frz) 1,102,264 4,835,588 =
Total A&t 9,957,788 19,350,978 699,039

Note: Other countries represented mainly countries in the
Asia Pacific (excluding Singapore), United States and
Australia.
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REVENUE (Continued)

5.

A.

For the year ended 31 December 2018 (Continued)

Performance obligation for contracts with
customers

The Group recognises revenue from the sales and
distribution of LPG, oil/chemical products and
electronic products in the period that the performance
obligations are satisfied which refers to delivery of the
goods to the destination specified by the customers.
The destination may be vessel on which the goods
is shipped or destination port or the customer’s
premises. Performance obligation are satisfied at a
point in time once control of the goods has been
transferred to the customers and the customers
have obtained control on the goods through their
ability to direct other use of and obtain substantially
all the benefits from the goods. Transportation and
other related activities that occur before customers
obtain control of the related goods are considered as
fulfilment activities. The payment of the transaction
price for the sales and distribution of LPG to certain
end-users is due immediately at the point the
customer purchases the goods. Other than that, the
credit period granted to customers is ranged from 30
to 180 days upon delivery for the revenue streams of
sales and distribution of LPG, oil/chemical products,
and electronic products.

The Group recognised revenue from provision of
agency services when the Group satisfies its promise
to arrange for the goods to be provided by the
suppliers to the customers and in the amount of any
fee or commission to which the Group is exchange
for arranging the oil products to be provided to the
end customers. Performance obligations are satisfied
at a point in time once control of the goods has been
transferred to customers.

Contracts with customers with unsatisfied performance
obligations, including sales and distribution of LPG,
oil/chemical products and electronic products,
have original expected duration of one year or less.
As permitted under HKFRS 15, the transaction
price allocated to these unsatisfied contracts is not
disclosed.
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5. REVENUE (Continued) 5. IgA(E)
B. For the year ended 31 December 2017 B. EEX2017F 128 31HLLEE
An analysis of the Group’s revenue for the year is as FAREB ZWASTAT
follows:
HK$°000
FEIT
Sales and distribution of LPG HERDHBRIER 7,991,909
Sales of oil/chemical products $HE M, Mt LM 13,477,587
Sales of electronic products HEETEMm 589,122
22,058,618
6. SEGMENT INFORMATION 6. AWAA

Information reported to the Chairman of the Company,
being the chief operating decision maker (“CODM”), for
the purpose of resources allocation and assessment of
segment performance focuses on nature and location of
the goods being sold. These revenue streams and the basis
of the internal reports about components of the Group
are regularly reviewed by the CODM in order to allocate
resources to segments and to assess their performance.
No operating segments identified by the CODM have been
aggregated in arriving at the reportable segments of the
Group.

The Group currently organises into the following major
operating segments, each of which represents an operating
and reportable segment of the Group:

1. Sales and distribution of LPG — This segment derives
its revenue from selling of LPG to various customers
including industrial customers, auto-gas operators,
overseas wholesale customers, bottled LPG end-
users and auto-gas end-users.
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6. SEGMENT INFORMATION (Continued)

Qil/chemical products business — This segment
derives its revenue from selling of oil/chemical
products, including revenue from oil products in which
the Group acts as an agent.

Sales of electronic products — This segment derives
its revenue from trading of electronic products such
as integrated circuit and mobile phones.

Sales and distribution of NG — In prior years, the
Group began to venture into sales and distribution of
NG industry, but still in preliminary stage, the segment
information reported below includes assets related
to the sales and distribution of NG business. The NG
business is still in development stage and no revenue
is contributed during the year. Thus, the segment
information reported below only includes assets and
liabilities related to the sales and distribution of NG
industry.

Manufacturing and distribution of charcoals — In
December 2016, the Group acquired a technical
know-how for production of charcoals through
acquisition of two companies incorporated and
operated in the PRC. The Group started trial of
production in year 2017 and 2018, however instead
of devoting resources for research and development
of the technology on this new segment business,
the Group disposed of the subsidiaries engaged in
this business at the end of year 2018. The details
are disclosed in note 35. Operating segment of
manufacturing and distribution of charcoals that
do not meet any of the quantitative thresholds is
considered reportable and separately disclosed.
Hence, for the year ended 31 December 2017, the
segment information reported below only includes
assets and liabilities related to the manufacturing
and distribution of charcoals. The management of
the Group considered that the financial performance
of the Disposed Subsidiaries (as defined in note 35)
is not a separate major line of business, thus, the
discontinued operation is not presented.

6.

SRRHEGE)

M METRER — WOREE
mm IR BREAAEEER
REARHBAEEZHA -

HEETEmM — ENHEHKEESR
TEM SRAERREFHRELS
YA e

HEMDHRARAR — RBEFE
N AEBEFRREANLEHEND
HEARARER - BIDBYITREE -
TIHREBRZNBEEN(BREHEE
ROEARAREGHBZEE) -
RAREBIDERRER - MFR
FARREBEREA « A T2H 2
DHERRABREEFEE RS HRA
REGHENEERAE -

HER AR — R20165F 12
A AEERBWIERBRN K
N RASEHAT  EBSBELEENR
R Z BRI AT o ANEE KR 2017 &
2018 E MM AITEE - BEEET
BEABRMELRAZEZET S
MER - WH2018FEHE T
EZEBHWBE AR - FBRH
FEOS R EE o BER DI ARIKZ
EEBSBIFEEREETREE
DREREFEE - Bt REZE
2017412 A31H IEFE - T 7
EMZHOPERIABIEHERDH
RNEBEAZEERERE - AEEE
BERBHENB AR (RHE35
FER)CVBRENIIEREEBE
DR HURAEYEKRIEEE -
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EZ2018F 1231 HIEFE
6. SEGMENT INFORMATION (Continued) 6. HEEHRE)
Segment revenues and results FRBAREHR
The following is an analysis of the Group’s revenue and NTARZERSEREENEEH 2K
results by reportable and operating segment. SEBRARFEE DT ©
For the year ended 31 December 2018 #HF2018F 12831 HILERF
Sales and Oil/chemical Sales of
distribution products electronic
of LPG business products Consolidated
HERSH 1 e
LR LIZES BFER oy
HK$°000 HK$°000 HK$°000 HK$°000
FET F&iT FET FET
Segment revenue DEWA 9,957,788 19,350,978 699,039 30,007,805
Segment profit DEEREF 835,310 183,780 39,420 1,058,510
Share of profits of joint ventures MEA &R %A 1,967 - - 1,967
Share of loss of an associate DE—FREEE QA
B8 (419) - - (419)
836,858 183,780 39,420 1,060,058
Other income HAsYg A 55,746
Central administration costs R E IR AR (48,941)
Directors’ emoluments £ (10,235)
Changes in fair values of TEFBIA
derivative financial instruments A (& 2 B (73,432)
Finance costs BMEMA (284,525)

Profit before taxation BR7 Al V4 A 698,671
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6. SEGMENT INFORMATION (Continued) 6. SEMEHEGF)
Segment revenues and results (Continued) SIERAREE
For the year ended 31 December 2017 EFE2017FE 12531 HILEE
Sales and Qil/chemical Sales of
distribution products electronic
of LPG business products  Consolidated
SHE k7 iH il HE
RIER, b T m%¥% BfEm o)
HK$’000 HK$'000 HK$000 HK$'000
FET FET FEr &
Segment revenue D ERA 7,991,909 13,477,587 589,122 22,058,618
Segment profit DIEE F 775,858 232,833 46,896 1,055,087
Share of profits of joint ventures D15 & &5 54 1,760 = = 1,760
Share of loss of an associate PME—REE N A
& (992) - - (992)
776,626 232,333 46,896 1,055,855
Other income HAsg A 45,419
Central administration costs RS IRR AN (49,135)
Directors’ emoluments 3 (9,551)
Changes in fair values of MEMBIARTE
derivative financial instruments 2 2% 8,628
Finance costs BMEMKA (198,750)
Profit before taxation K 5% Bl A 852,466

The accounting policies of the reportable segments are
the same as the Group's accounting policies described in
note 3. All of the segment revenue reported above is from
external customers, joint ventures or an associate. Segment
profit represents the profit earned by each segment without
allocation of certain interest income, central administration
costs, directors’ emoluments, changes in fair values of
derivative financial instruments and finance costs.

The Group has a subsidiary engaged in the property
investment and development in the PRC and the revenue
generate from this business is included as the consolidated
revenue of the Group. There was no property sold for
the two years ended 31 December 2018 and 2017. The
operating result and other financial information of this
subsidiary are not reviewed by the CODM for the purpose
of resources allocation and performance assessments.

KM FESHEM 2 w0 B 2 @t R H
AREE 2 @FTHERMER - EXFIERL
BESBBABREIIBES aED
X —RBERF - DRENESDE
RO BEEIAMBUWA - FREERA -
BEEMe  TEMBIARAFEZNE
KEERK

AEGZ —HHBARINFRYEEYE
BREREE  WEEBSMELENRAR
BEARNEENLGZE KA - B E2018
% 201712 A 31 B 1t M@ F fZ I £ 5
EXMYE - WIBRARIZEEEEN
HMPBERTECEBRLERNRER
B - EB RS I KRR o
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6. SEGMENT INFORMATION (Continued) 6. HEEHRE)
Segment assets and liabilities NEBERARE
The following is an analysis of the Group’s assets and NTREEESREDZEAEEEER
liabilities by operating segment: BEDH :
Segment assets PHEE
2018 2017
HK$’000 HK$’000
FET FET
Sales and distribution of LPG HE RS HBRIER 4,725,085 4,031,090
Sales and distribution of NG HE R D HRAR 46,771 53,342
Oil/chemical products business Hm, b T RER 6,636,396 6,083,089
Sales of electronic products HEETEM 603,500 475,700
Manufacturing and distribution of BU3E K 9 $HRN IR
charcoals — 109,537
Total segment assets BAKEEE 12,011,752 10,752,758
Deferred tax assets TEIEFR 75 & B 1,231 1,953
Pledged bank deposits BHEIRRITIF R 243,095 253,611
Bank balances and cash RITEHRNIRS 2,295,797 1,789,191
Derivative financial instruments PTEMKIA 4,886 15,012
Properties under development for sales {F& 3R % 724,928 653,896
Properties held for sales RERFEME 150,274 156,774
Other unallocated assets Bt RDEEE 740,157 713,897

T
op

Consolidated assets REEE 16,172,120 14,337,092
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SEGMENT INFORMATION (Continued)

6.

Segment assets and liabilities (Continued)

Segment liabilities

SRRHEGE)

PWRERARE)

DEAR

2018 2017

HK$°000 HK$°000
FET FEIT
Sales and distribution of LPG HE R HRIER 403,528 748,104
Sales and distribution of NG HE KD IHRAR 14,417 -
Oil/chemical products business B ML TRER 909,431 1,004,013
Sales of electronic products HEBTFEM 8,568 114
Manufacturing and distribution of 258 & 9 SHARIK
charcoals - 963
Total segment liabilities ROBEEE 1,335,944 1,753,194
Derivative financial instruments PTEMB TR 9,912 7,861
Tax liabilities MBaE 105,206 118,112
Deferred tax liabilities BERBAE 81,684 92,925
Borrowings B3R 7,173,371 5,347,386
Other unallocated liabilities BERoEaE 24,121 33,066
Consolidated liabilities meaE 8,730,238 7,352,544

For the purposes of monitoring segment performances and

allocating resources between segments:

o all assets are allocated to reportable segments
(other than deferred tax assets, pledged bank
deposits, bank balances and cash, derivative financial
instruments, and certain deposits paid, certain other
receivables, properties under development for sales,
properties held for sales and certain property, plant

and equipment); and

° all liabilities are allocated to reportable segments
(other than current and deferred tax liabilities,
borrowings, derivative financial instruments and

certain other payables).

The Group has allocated goodwill to the relevant segments

as segment assets.

7

ol

@

L EEDBREMRDBEOREERM

BEBRENNEEEHROB(RIT
BB EE - CEMRITFR  ]IT
RBRERE  TEMBITARET
Bt - BT EMBEER - &
ERRTYE RHAEGEMERE
THE - a8 MRBRIN) ¢+ R

EREBEDNDEEZHR D RA(AH
MEERBEE - B35 ITEMH
TANETEMEMNRERSN)

AEECKBHBIEERREIRERSS
BEE -
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6. SEGMENT INFORMATION (Continued) 6. SEMEHEGF)
Other segment information Htt &
For the year ended 31 December 2018 EHFE2018F 12531 HILEE

Manufacturing
Salesand  Salesand  Oil/chemical Sales of and
distribution  distribution products  electronic distribution
of LPG of NG business products of charcoals  Unallocated Consolidated
HERNE  HERAS &/ #e RER
BiLR AR LIGRE BTER RRKE AR #8
HK$'000 HK$000 HK$000 HK$000 HK$°000 HK$'000 HK$°000
TET FET FET FET FET FET TET
Amounts included in the measure  stE AR A
of segment profit or segment ERGTAZER
assets:
Addition to non-current assets REFRDEE
(Note) (Hi#) 124,303 - 11,860 - 3,193 99,899 239,255
Depreciation of property, plant and ~ #1% + BERR(E
equipment HE 83,882 - 54,142 - 383 1,423 139,830
Amortisation of other intangible ~ E &N AEEH
assets 24,129 - 17,120 - 6,996 - 48,245
Amortisation of land use rights w3 e 2,474 - 861 - - 7,456 10,791
Amortisation of prepaid lease BRRAREERY
payments for coast 808 - - - - - 808
Loss on disposal and written off of  HERHHME - 14
property, plant and equipment Rk B 12,178 - 5,490 - - 353 18,021
Allowance for inventories FEHE - - 120,000 - - = 120,000
Impairment losses on WESEE
— trade receivables - EWESEH 574 - 19,302 124 - - 20,000
— other financial assets - REEEFEA
subjected to ECL Tz A8
EE - - 30,000 - - - 30,000
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6. SEGMENT INFORMATION (Continued)

Other segment information (Continued)

For the year ended 31 December 2017

Sales and
distribution
of LPG
HERA
BILR
HK$'000
AT
Amounts included in the measure ;T ENERFIH L EBE
of segment profit or segment ERTAZEE
assets:
Adtion to goodwil HERE -
Addtion to non-current assets REFRIEE
(Note) (Hit) 1,178
Depreciation of property, plantand 1% + B2 kAE
equipment LhE 84,100
Amortisation of other intangible ~ EftERAEHH
assets 23,689
Amortisation of land use rights ThEREER 2,363
Amortisation of prepaid lease BFRNRENEES

payments for coast 788
Loss on disposal and written off of  [EERMENE &

property, plant and equipment ki ER 28,952

Sales and
distribution
of NG
HERAH
AR
HK8'000
AT

6.

Oll/chemical
products
business

e/
tImE
HK$'000
AT

96,545
294,051
44,789

17,120
992

8,371

SBREHGE)

HthS@|EH(E)

—B B

#FE2017F 12831 HILFE

Sales of - Manufacturing
glectronic and distribution

products  of charcoals
HE RER
EfEm AHRK
HK$'000 HK$'000
AT AT
- 1,342

- 76

Unallocated ~ Consolidated
AR A
HK$'000 HK$'000
AT AT
- 96,545
233,073 543,644
1,428 130,393
- 40,809

7,295 10,650
- 788

- 37,328

Note: Non-current assets excluded deferred tax assets.

M SERBEENBITELENIREE °

I 131
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6. SEGMENT INFORMATION (Continued) 6. SEMEHEGF)
Geographical information mEZHE
The Group’s operations are located in Hong Kong (country AEEBZREEBMNEB(EELE
of domicile), Macau and the PRC. @) RPIRAFE o
Information about the Group’s revenue from external AEBEIIFBEFUWAERAEY B #i
customers is presented based on shipment destination. 25 REBEFERBEECERNEE
Information about the Group’s non-current assets is IR EZ50F
presented based on the geographical location of the
assets:

Non-current assets

Revenue from (Note a)
external customers M EE
SMEREFR A (Hiita)
2018 2017 2018
HK$°000 HK$’000 HK$’000 HK$'000
FET FEIT FET FET
Hong Kong (country of BB
domicile) (EELEME) 4,300,242 3,182,844 724,001 754,078
The PRC (excluding Hong
Kong) (TEREE) 15,947,936 14,719,872 = 8,271,200 3,668,823
Singapore Fransg 3,821,775 346,470 42,371 43,876
Other countries (Note b) ~ E#BIR (f17#b) 5,937,852 3,809,432 2,361 1,620
Total BT 30,007,805 22,058,618 4,039,933 4,468,397
Notes: Bt -
(@  Non-current assets excluded deferred tax assets. (@) ERBEETERFBELERGEE -
(b)  Other countries represented mainly other countries in b) EHEMBERFERRIAME(EIES
the Asia Pacific (excluding Singapore), United States and i) - EEERBMBEAR o

Australia.
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EZ2018F 1231 HIEFE
6. SEGMENT INFORMATION (Continued) 6. HEEHRE)
Information about major customers FREXEERZEH

R2018F W TEFEMASEHEE
BEE10% A EZ WA K 2017 F 2 #8

Revenue from a customer contributing over 10% of the
total sales of the Group in year 2018 and corresponding

figure in 2017 are as follows: e -
2018 2017
HK$’000 HK$’000
F#&iT FET
Customer A (Note) BEEAHE) 3,065,812 2,425,804
Note: Revenue from oil product business. Bt SRmEB WA
7. OTHER GAINS AND LOSSES AND OTHER 7. HttFifREGBREEMEKA
INCOME
HK$’000 HK$’000
F#&iT FET
Changes in fair values of derivative PTEMBETAAFEZRE
financial instruments (73,432) 8,628
Compensation from the PRC PR BT EEE (A7)
government (Note) — 66,743
Gain on disposal of subsidiaries LENB ARG 2,819 —
Net exchange (loss) gain b 58 (E518) P s (123,695) 137,070
Other gains and losses E M Fris M EiE (194,308) 212,441
Interest income on pledged RMB bank &K A R¥ERITER
deposits L2 A 8,164 12,423
Interest income F B U A 54,039 36,981
Interest income for financial assets at R E K AT E K EEF
amortised costs BIA 62,203 49,404
Income from provision of transportation 2t iE# AR 2 Yg A
services 20,076 —
Government subsidy BT 48 B 13,797 9,729
Others Hib 17,443 9,589
Other income H At A 113,519 68,722
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EE20184F 12 A31 HIFFE
7. OTHER GAINS AND LOSSES AND OTHER

INCOME (Continued)

Note: During the year ended 31 December 2017, the PRC
government paid approximately RMB58,086,000 (equivalent
to approximately HK$66,743,000) to a wholly owned PRC
subsidiary of the Group as an one off compensation for early
termination of the lease contract of an auto-gas station. Due
to the construction of an urban underground railway, an
auto-gas station located above the proposed underground
railway was required to be shut down. After negotiation
with the relevant government authority, an unconditional
compensation was paid in May 2017 upon the demolition
of the auto-gas station. The leasehold land was handed
over back to the relevant government authority. During the
year ended 31 December 2017, the carrying amount of the
property, plant and equipment of the auto-gas station had
been written off.

FINANCE COSTS 8.

7. At RGRRAEMUA (E)

Hiit B E2017F12 A31 B IEFE - &

BRFR—HEE2EHEFEIER A
>t AR %49 58,086,000 7T (FHE R K
66,743,00087T) * ERIREKIEAE
MERBHAESRA—IXIEREE - AR
TERERM M TER MR TE
Bz EFMEF—EREMNRMGLER
B CBAEBERFIMNHEE &
TE IR IFEE - R2017F5 A%
NTEEENEES  TiEHAE L
REBAFEF - K2017F12 A31H
ZEERN RENREYE KBER
REZREED M -

MBS E

2018 2017

Interests on bank trust receipts loans IRITIEFEBUE B TR R E A fE R

and other loans ZH B

Interests on bank loans pledged with AN RERITEFIEA 2 3R1T
RMB bank deposits BRI B

Interests on other bank borrowings HMRITIERZFE

HK$°000 HK$'000
FRT TAET
108,546 57,779
13,223 10,999
162,756 129,972

284,525 198,750
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9.

TAXATION

The amount of taxation charged to the consolidated
statement of profit or loss and other comprehensive income
represents:

MIATH
RizaBEmEME2EKERAMRZ
BB EEE

2018 2017

HK$’000 HK$°000
TFEIT FEIT
Current tax BN ERR 18

Hong Kong B 12,886 10,394
Other regions in the PRC R B At b [ 23,040 35,025
35,926 45,419

Deferred tax (note 33) BIERIA (K177 33)
Current year REFHAE (7,711) (17,756)
28,215 27,663

On 21 March 2018, the Hong Kong Legislative Council
passed The Inland Revenue (Amendment) (No. 7) Bill 2017
(the “'Bill’’) which introduces the two-tiered profits tax rates
regime. The Bill was signed into law on 28 March 2018 and
was gazetted on the following day. Under the two-tiered
profits tax rates regime, the first HK$2 million of profits
of the qualifying group entity will be taxed at 8.25%, and
profits above HK$2 million will be taxed at 16.5%.

Accordingly, starting from the current year, the Hong Kong
Profits Tax of the qualifying groups is calculated at 8.25%
on the first HK$2 million of the estimated assessable profits
and at 16.5% on the estimated assessable profits above
HK$2 million. The profits of group entities not qualifying for
the two-tiered profits tax rates regime will continue to be
taxed at a flat rate of 16.5%.

Under the Law of the People’s Republic of China on
Enterprise Income Tax (the “EIT Law”) and Implementation
Regulation of the EIT Law, the tax rate of the PRC
subsidiaries is 25%.

20183 H21H - BB EZSEAT
2017 EMBUEET ) (E7HR)IGHI BE R
(MEPIER])  ZIEFHERSIATERE
FIERBEEGE - ZARNR2018F 3 B
28AEERBERE  WRNIRBEER
FE - RELEEFNSHHIE  6EKS
EERMNE2EH BB THE’KIZS.25%
BE > MBE2E 88T FEA AR
16.5% %1 °

At - EAFERE - AEBRERNNE
ANEREREAERRENNE2EE
IR 8.25% T HE - M A&t ERTE
HBB2AEBBTIZ16.5%:THE - T/H&
EEMNESHRREHENREERNFE
75 4 B 12 16.5% B B FE Tt R BT -

RIEPEARKMBEEEMREHOE(
ERBBRED REEMEBEE R
Bl PEMNBARERZHER25% -

e
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9.

TAXATION (Continued) 9. HRIEAXHGFE)
The taxation for the year can be reconciled to the profit REE 2 BIBES B EHiRGEE R EMm
before taxation per the consolidated statement of profit or EHENER ZBRBADSEFEEROT ¢

loss and other comprehensive income as follows:

2018 2017

HK$’000 HK$’000
FET FEIT
Profit before taxation B A5 B g 698,671 852,466
Tax at the domestic tax rate 25% RAH T R 25% 515 2 HiIA 174,668 213,117
Tax effect of expenses not deductible ~ TR HI X 2 B2 2
for tax purpose 140,380 80,933
Tax effect of income not taxable for tax HERWA 2 FHB £
purpose (44,377) (38,197)
Tax effect of profit which are exempted %%t Hll 2 T 15 52 28
from tax (256,134) (230,044)
Tax effect of tax losses not recognised  KRIERFIEEIE 2 BTS2 37,129 33,498
Utilisation of deductible temporary &) A3 50 Bl AR HERR 2 B H0 Rk D ey
differences previously not recognised 14 = =8 (1,400) (8,916)
Utilisation of tax losses previously not B SERTAMER 2 FiIEE 8
recognised (33,286) (19,742)
Effect of different tax rate of group AEBERENPBINZ EM
entities operating in jurisdictions other — B EEZL L 7 AR FH R
than PRC & 11,070 (2,986)
Income tax at concessionary rate BEBEWMEFTHE 2GR 165 —
Taxation for the year REZFIA 28,215 27,663
The domestic tax rate (which is the PRC enterprise income FRZHE ARNEEF BK S HEERER A
tax rate) in the jurisdiction where the operation of the Group AR R (BIR B D EERE IR ) o
is substantially based is used.
Details of the deferred tax assets and liabilities are set out FEEBRBEENRBEFIEHIOMIESS -

in note 33.
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10. PROFIT BEFORE TAXATION 10. RRRAIEF

2018 2017

HK$’000 HK$’000
F#&iT FET
Profit before taxation has been arrived B %A K 2 Hk (GFA)
at after charging (crediting): THIER -
Amortisation of land use rights + b (F AR S (B FEAETT
(included in administrative expenses)  BX HA) 10,791 10,650
Amortisation of prepaid lease BEREMNEERIEEE(E
payments for coast (included in cost  FERAEHERAN)
of sales) 808 788
Amortisation of other intangible assets H i & FE#E i (B IEE
(included in selling and distribution HERDHZHA)
expenses) 48,245 40,809
Allowance for inventories (included in  FE&E (BIEEIBERAR
cost of sales) ") 120,000 =
Auditor’s remuneration 1ZE BB & 4,498 4,475
Depreciation of property, plant and VI - MR RRETE
equipment 139,830 130,393
Loss on disposal and written off of S R E - e &
property, plant and equipment X E51E 18,021 37,323
Minimum lease payments under WAE R HEL
operating leases for offices, TR Ak R 48 & A 29 S K
oil vessels, leasehold land and He
LPG station 123,056 57,545
Gross rental income from leasing of HEREREMz RS
warehouses and oil vessels A (16,778) (9,756)
Less: Direct operating expenses JR - EREEET 6,679 1,916
(10,099) (7,840)
Staff costs BEKAR
Directors’ fees (note 11) B (WiE11) 330 330
Directors’ other emoluments EEHMME
(note 11) (MfeE11) 9,905 9,221
Contributions to retirement benefits ¥ 108,000,877t (2017 :
schemes excluding HK$108,000 108,000 T) B 5T A
(2017: HK$108,000) included in B e 2 BIREFGFT
directors’ emoluments SR 11,936 10,298
Staff salaries and bonus BIHe &S 157,858 133,643
180,029 153,492
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11. DIRECTORS’ AND CHIEF EXECUTIVE’S 11. EERFETRASHSE
EMOLUMENTS
The emoluments paid or payable to each of the 9 (2017: 9) Bk ER FONM(2017 : 9 ) EE K
directors and chief executive were as follows: FETHRABSAZIEIOT

Executive Directors Independent Non-Executive Directors
yiTEs BURUfTES
Chiu i Cheung Chan

Shum Sing Kwan Yuk
Shum Chun, Cen  Chung, i Hung, Wai, Xu
SiuHung  Lawrence Ziniu ~ Raymond Anthony  Benedict  Mingshe

0 0 i gk BEA OMEN RéR

HKS000  HKS'000  HKS000  HKSO00  HKS000  HKS000  HKS'000  HKS'000  HKS000  HKS000
fér  FéT  FET  FET  FET  FET  FET  FET  FET FET

Fees e - - - - - - 130 100 100 330
Other emoluments Eie
Selaries and other benefts FeRAMEN 3000 1040 1320 1500 2302 635 - - -
Confrbutons to retrement RCRHEEES
bengfits scheme 18 18 18 18 18 18 - - - 108
Total emoluments g 3,018 1,058 1,838 1,518 230 653 130 100 100 10,235
Executive Directors Independent Non-Execttive Directors
L BUFHES
Chiu S Cheung Chan
Shum Sing Ka Kwan Yuk
Shum Chun, Cen Chung, Fai Wang Hung, Wai, X Total

SuHung  Lawrence Ziniy Raymond Brian Jan  Anthony  Benedict  Mingshe 2017
L0l 28 AF AL B 12 FEE REE R aif
HKS000  HKS000  HKS0O0  HKSO00  HKSO00  HKS000  HKSO000  HKS000  HKS000  AKS000
Tt T TEr  TEr TEn  TEr TEn TEr  TEn TEn

Fees e = - - - - - 130 100 100 30
Other emoluments Effe
Selaries and other benefts FERAfRN 300 10 130 150 160 624 = = - 9B
Contrbutons o refirement RIVEHFEIRS
bengfits scheme 18 18 18 18 18 18 - - - 108

Total emoluments Heag 3018 1,058 1338 1518 1647 642 130 100 100 9,551
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11.

12,

DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (Continued)

No director or chief executive waived any emoluments
during both years.

The executive directors’ remuneration shown above were
mainly for their services in connection with the management
of the affairs of the Company and the Group.

The independent non-executive directors’ remuneration
shown above were mainly for their services as director of
the Company.

Mr. Shum Siu Hung is also the Chief Executive of the
Company and his emoluments disclosed above include
those for services rendered by him as the Chief Executive.

EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, three (2017: three) are directors of the Company
whose emoluments are included in the above disclosures.
The emolument of the remaining two (2017: two) individuals
are disclosed as follows:

EERFETHRARMHS(Z)
RMFALBEEZHETAME -

BB CHTESHEETEBAR RS
EEARRA RANEEER 2 R

PR EZ BN TEEHE T ER
REEER/EARRESE 2 RF -

SOERENBARARAB ZEEITHA
B HEimBEsMeeB8REEAERT
ETBA Bt 2 IR7% -

AEEsSUEEREHATEIEIM(2017 ¢
M)A RNRESE  EFeE SN Ll
BEEARMA - Hep267(2017 : 262 ) (@ B
ATZBE&EENT ¢

2018 2017

HK$’000 HK$’000

FET FHET

Salaries and allowances e NoERh 3,975 3,941
Contributions to retirement benefits EREAFF 2R

scheme 36 36

4,011 3,977

2018 2017

Their emoluments were within the
following bands
HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000

HBe N F AT HE

1,500,001 £ 2,000,000 7T
2,000,001 Z 2,500,000/ 7T

No emoluments were paid by the Group to the directors
or the above individual as an inducement to join or upon
joining the Group or as compensation for loss of office.

AEBEY |ME SN L ER A LA
M (FRBFEEMARMAREEIR
ZBE > SERRERL ZFE -

11139
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B E 20184 12 431 AIEFE
13. DIVIDEND 13. B2
No dividend was paid or proposed for ordinary shareholders 72018 4 (A I & [ 2N A &) & 8 AR 2 AR
of the Company during 2018, nor any dividend been RRBESEZRERE  BHERS
proposed since the end of the reporting period (2017: HIK - MEZEIREERRR (2017
HKS$nil). ) °
14. BASIC EARNINGS PER SHARE 14. BREFERF
The calculation of the basic earnings per share attributable KRB 2 HE ANEBLHERERRT TR
to the owners of the Company is based on the following THEIEFTE -
data:
2018 2017
HK$°000 HK$’000
F#&iT FEIT
Earnings 2%
Earnings for the purposes of basic STEERELREF
earnings per share (profit for the Fr iR A 2 & F)
year attributable to the owners of the (RRR)HEE AL
Company) FARmF) 759,042 835,631
2018 2017
Number of shares EHn#AE
Weighted average number of ordinary st ESREARAEF FTERA 2
shares for the purpose of basic LA INRE T 2
earnings per share 1,470,288,232 1,475,426,704
No diluted earnings per share is presented as there are no P E Z22018F % 2017F 12 A31 B 1k
potential ordinary shares in issue during the years ended B ARERFRETEERD

31 December 2018 and 2017. WEZ | SREERA
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15. PROPERTY, PLANT AND EQUIPMENT 15. ¥ - BE R F

Pumpsand  Furniture,
Gasand ol equipment fixtures
Construction Leasehold  Plantand  plantand for gas and Motor 0il

inprogress  Buildings improvements  machinery facilities andoil  equipment vehicles vessels
HRUR B8Rk RERME RR#RZ KU ORE
ERIE 8% 1 | Bal  RRREH i | it | i
HK$000 HK§ 000 HKS'000 HKS$000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
FET FET FET FET FET T FET FET TET T

COST A
At 1 Jenuary 2017 RN0ITE1R1R 218342 3,640 14703 3545 1440648 309460 20607 B9 5940 275933
Arising on acuisiton of WERBATEY

subsidiares (nofe 34 (Hits4) - - - - - - 37 2,351 - 2,388
Additions it 235,784 1557 a0 1342 18 5,988 96 3,341 56306 305542
Transfer g2 (1.287) 1,287 = - - = - - = =
Disposals and vrite-off HE R 7182 - - - (5.229) (28,736) (308) (2119) 0159 (52,718)
Exchange realignment [ 21,601 2,361 189 249 70,507 245 a7 209 U140 144798
At 31 December 2017 RO1TE12A31A 467,348 41,845 15,162 5136 1505048 309,174 2,199 61796 640744 3,159,349
Disposal of subsiciaries HENBAT

(note 35 (Hit35) (708) - - (4.209) - (1) @ (13) - (49%9)
Addiions RE 103,890 2% 20 2420 107803 8,621 1492 8,219 6,207 239,255
Disposals and wrie-of it (6,699) - - ) (1911) (6,043) (365) (5,778) (5883 (28,681)
Exchange reaignment EiAE (20,957) (1,744) (134 (287 (0201 (1552) (662) (1691) (1720  (108,408)
At 31 December 2018 P0IBEI2ASIE | 542880 40,395 15,238 3060 156160 38422 22,660 62533 623,050 3,256,580
DEPRECIATION AND AERGE

IMPARNENT
At 1 January 2017 R01TE1A1R = 23% 7556 1158 315118 198349 14402 31,162 0165 599,046
Provided for the year Emife - 207 1418 26 64,145 2576 1562 6,619 350 13039
Himnated ondisposas and ~ RUHE R HEEH

Write-of = = = - (1431 (10897 ) (1,621 67 (148%)
Exchange redignment EiHE = 1457 3 8 14,930 12,063 78 1460 8 31613
At 31 December 2017 Ro0ITE12A318 - 2,040 8,997 1474 %0756 202,091 16,436 37,650 Q0910 746,354
Disposal of subsidiares HEHBAT

(10fe 35 s - - - (366) - - - [ = 31)
Provided for the year EnER - 2,654 1973 543 4,566 21,720 1,601 8512 BB 139830
Bimnaied ondisposds end ~ HERHHERH

Wrie-of = = - 18) (613) (3218) (66) (5,576) (404) (0,955
Exchange realgnment EiE - (1,161) (24 (1297 (0,274) (560) (1,119) (1809 (26,099)
At 31 December 2018 10185124318 - 253 10946 149 43738 231319 17411 39,464 76958 848,860
CARRYING VALUES KAl
At 31 December 2018 N0BEI2ASIE - 542880 12862 4,292 1565 1117906 152,903 5,249 806 546004 2407720

At 31 December 2017 RTE12A31R 467,348 16,805 6,165 3662 1,113,192 177,080 5763 24,146 599834 2,412,99
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15. PROPERTY, PLANT AND EQUIPMENT (Continued)

The above items of property, plant and equipment, except
for construction in progress, are depreciated on a straight-
line basis at the following rates per annum.

Buildings Over the term of the lease
Leasehold 20% to 33'/,%
improvements

Plant and machinery 4% to 33"/,%
Gas and oil plant and Over the shorter of the lease
facilities term of coast use right and
land use right, or 25 years

Pumps and equipment  10% to 33'/,%
for gas and oil
Furniture, fixtures and ~ 15% to 16%/:%

equipment
Motor vehicles 16%/,% to 33"/,%
Oil vessels 3% to 11%

The buildings are situated outside Hong Kong, in the PRC.

The gas and oil plant under construction are situated
outside Hong Kong, in the PRC.

As at 31 December 2018, oil vessels with carrying values of
approximately HK$143,514,000 (2017: HK$148,262,000)
have been pledged as security for bank borrowings (note
31).

As at 31 December 2017, LPG bottles with carrying values
of approximately HK$1,632,000 included in gas pumps
and equipment are leased to customers for short term
to generate rental income. The rental income generated
was approximately HK$15,623,000 for the year ended 31
December 2017.

15. W% - WEBEREMW(Z)

BREZTRI - Lilihx  #ERRE
HAB TR TINFHERABREE

EF LR LT

HEYEEE 20% %= 33"/:%

W23 K 5t 4% % 33'/,%

RENHENERE REFERAERT
H {5 R AEAR 40
HAgk 25 FHA 2 &
gE

REEmzREN 10% Z33",%
BIg
i~ HENRE 15% % 167/:%

YRE 16%/:% = 33"/:%
S 3% & 11%

BF NP B (FBRIN)

SRR E IR B (FHEREIN)

MR2018F12A31H R M@ E 4 &
143,514,000 7T(2017 : 148,262,000
BT KR E B FEARITEERNK
e (FsE31) ©

R2017F12 831 H ' st ARRE MRME
FR BRI {E 49 1,632,000 78 7T 2 R AL |
DUARHEAETER  MELAHESK
A REE2017%F12 A31 HILEEFAT
EEZHES KAL) E15,623,00087T °
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16. LAND USE RIGHTS 16. T Hh{EFHE
2018 2017
HK$’000 HK$’000
FRET FEr
The Group’s land use rights comprise:  ZN$[E 2 £+ it fd FAE I
Land use rights in Hong Kong RBEB 2 L 23,906 24,702
Land use rights outside Hong Kong, in A E (FHEIN) 2 T
the PRC 5 P4 378,026 396,188
401,932 420,890
Analysed for reporting purposes as: ZE2WRE DT
Non-current asset EREEE 382,845 400,882
Current asset mBEE 19,087 20,008
401,932 420,890

In December 2016, the Group acquired a land in the PRC
from the PRC Government for construction of LPG bottling
plant. As at 31 December 2018, the carrying value of
these land use rights in respect of which the Group was
not yet granted formal title of ownership amounted to
approximately HK$169,739,000 (2017: HK$169,550,000).
In the opinion of directors of the Company, the absence
of formal title of these land use rights does not impair the
value of the relevant properties of the Group. The director
of the Company also believe that formal title of these land
use rights will be granted to the Group in due course.
The land is carried at historical cost less accumulated
amortisation and accumulated impairment losses items.

The Group acquired a leasehold land in Zhuhai (the “Land”)
in year 2011. The size of the Land is 15,750 square meters.
The Group is developing half of the Land to construct a
property for owner-occupied purpose and the remaining
half for properties for sales. The detail of the properties
under development for sales is disclosed in note 26.

R2016F 12 B + 7~ & B # 7 B BT
BA—SPES T EERERR
M - N2018FE 12 A31H - K& B
MR R T IE R A 2 It A
/) BR T {8 49 169,739,000/ £ (2017 :
169,550,000/87T) - RARIEERA
ZETHFRET AESEABEEEL
TEREAEEHEYENEE - A2
AEERA %ETHERENLAE
ERBTEERBRRTAEE - ZLi
R LR R SE Kk BT EE 1B
BB 58K ©

REBR2011 FRE—RBURIKEZ
HELH([ZLH])  ZLHEES
15,750 F 5K c REBIEERZ L2
—¥NEE-THEFTAAYE BT —
FHBERIERAFEYE - FEBETY
HEZFEIBRHIFE26 #EE o
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17. PREPAID LEASE PAYMENTS FOR COAST 17. BERCGHAEREA
2018 2017
HK$’000 HK$’000
FET FET
The Group’s prepaid lease payments REE 2 G FTERN
for coast comprise: HERIBRIE
Coast outside Hong Kong, in the PRC ~ R R (FEBEINIFE 28+ 5,306 6,352
Analysed for reporting purposes as: ZE2FREMDT
Non-current asset EMENE E 4,523 5,635
Current asset mBNEE 783 817
5,306 6,352
The prepaid lease payments for coast represent the rights HEENEERBENIERKEZ 8= E
to use coast in Zhuhai ranging from 20 years to 28 years, FA# - B1999F 1 A1 BF% - HEH
starting from 1 January 1999. NF20FE284F
18. GOODWILL 18. &
HK$’000
FET
COST B AN
At 1 January 2017 R2017F1 A1 H 639,308
Exchange realignment PE 5 AR 16,095
Arising on acquisition of subsidiaries (note 34) W EEKT B R Rl MmEL(HaF34) 96,545
At 31 December 2017 R2017F 12 A31H 751,948
Exchange realignment P& W R (9,897)
At 31 December 2018 7K20184F 12 H31H 742,051
CARRYING VALUES AR E
At 31 December 2018 1K20184F 12 H31H 742,051

At 31 December 2017 R2017%F 12 A31 H 751,948
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EZ2018F 1231 HIEFE
18. GOODWILL (Continued)

For the purposes of impairment testing, goodwill set out
above has been allocated to ten (2017: eleven) individual
CGUs in segments in relation to the sales and distribution
of LPG and oil products segment.

The basis of the recoverable amounts of the above CGUs
and their major underlying assumptions are summarised
below:

The recoverable amounts of these CGUs have been
determined based on a value in use calculation. That
calculation uses cash flow projections based on financial
budgets approved by management covering 5-year period,
and discount rates at average 11.3% (2017: 11.0%) for
LPG segment and average 16.5% (2017: 15.0%) for
oil products business segment. The cash flows for the
financial budgets are using a steady decline/growth rate
in sales ranging from -20% to 3% (2017: -6% to 5%) for
a 5 year period. The cash flows beyond this 5-year period
are extrapolated without any decline/growth rate. Other
key assumptions for the value in use calculations related
to the estimation of cash inflows/outflows which included
budgeted sales and gross margin, such estimation is
based on the unit’s past performance and management’s
expectations for the market development. During the year
ended 31 December 2018 and 2017, the management
of the Group determines that there is no impairment on
LPG segment and oil products business segment. The
management believes that any reasonably possible change
in any of these assumptions would not cause the aggregate
carrying amounts to exceed the aggregate recoverable
amounts.

18.

mEE)

BEANRME  EXFEZEEBES
B = 10ME(2017 : 11{E) ERAHEE LD
HRERERMMOEERNRESEELS

fiz o

NEBRESELABU 2RO E 2 £E
KETZHEEERERMANT

I EIR S E A B 2 AT E & 58 TR
FREENELAET - ZTEARAE
BEEEMEZSFHYKEERP 2H
SREBARBRIERDEFIFE11.3%
(2017 : 11.0%) ~ H@BEE D EITR
L 16.5% (2017 : 15.0%) = & - B #%
EERZBERBUSFEH ZIBE &
SEREENTF -20%F 3% (2017 : -6 %
5%)HEH - L5 FHRB ZEERENT
HEREE - FAGTESAA R
FREEFEAZEMEERRBIEE
BHENREMNE  ZbTEBREEMZ
BAEEREBERTZMBERME
oo & £20184F K2017F 12 A31H
IFE  AEBERBREINRIERAS
MMM mMEEDEPTERE EEE
RE - EZERINERNAEA L
B S ERAREEBRB R WO RS
BH o
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19. OTHER INTANGIBLE ASSETS 19. HtiEEEE
Customer
Distribution Business Leasing  Technical relation-
network license agreements  know-how ships
SBRR BRUE HEkhE 3] EFRME
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FHT FHT FHET FET FET
COST KA
At 1 January 2017 R2017E1A1H8 326,496 26,655 13,633 100,484 102,722 569,990
Exchange adjustments 5 AR 20,129 1,429 841 5,440 = 27,839
At 31 December 2017 R2017£12 A31H 346,625 28,084 14,474 105,924 102,722 597,829
Exchange adjustments RS (14,372) (1,021) (600) (4,315) = (20,308)
Disposal of subsidiaries HERBAR
(note 35) (H1i£35) - - - (101,609) - (101,609)
At 31 December 2018 201812 A31H 332,253 27,063 13,874 - 102,722 475,912
AMORTISATION AND BN E
IMPAIRMENT
At 1 January 2017 R201751A 1R 108,352 13,839 13,633 - 34,240 170,064
Charge for the year FNTH 22,387 1,302 — — 17,120 40,809
Exchange adjustments kA 7,490 686 841 - - 9,017
At 31 December 2017 2017512 A318 138,229 15,827 14,474 - 51,360 219,890
Charge for the year FRxI 22,794 1,335 - 6,996 17,120 48,245
Exchange adjustments kS (6,433) (554) (600) (158) - (7,745)
Eliminated on disposal of RHERB A AR
subsidiaries (note 35) (Hr#35) - - - (6,838) - (6,838)
At 31 December 2018 R2018%€12 A31H 154,590 16,608 13,874 - 68,480 253,552
CARRYING VALUES REE
At 31 December 2018 R2018%€12 A31H 177,663 10,455 - - 34,242 222,360
At 31 December 2017 R2017E12A 318 208,396 12,257 - 105,924 51,362 377,939
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19. OTHER INTANGIBLE ASSETS (Continued)

The distribution network, the business license, the leasing
agreements, customer relationships were acquired from
third parties in business combinations. The technical know-
how was acquired through purchase of subsidiaries.

The above intangible assets have finite useful lives. Such
intangible assets are amortised on a straight-line basis over
the following periods:

Distribution network 10 to 15 years
Business license 5 to 15 years
Leasing agreements 5 to 10 years
Technical know-how 10 years

Customer relationships 6 years

Rt RE (2)

DHEBE XK HEBBLEP
BEDEXRBAHTAF=ZTBA - &
M AE BRI B A B MRS

i3

taBPEEABRAERFY - ZF
B EENBEEEIA T HRE#E

7 SH AR A 10E 154
&R 5FE 154
MHE W= 5% 1045
Bl 0 38 104
HFERBIE 6 4F
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20. INTEREST IN AN ASSOCIATE 20. REATER
2018 2017
HK$°000 HK$°000
TFAEIT TFET
Cost of interest in unlisted associate IE T HE & A Rl R A AN
At 1 January ®m1A1H 7,188 7,739
Share of net losses, other DIREBEFERE C HthaEm|
comprehensive expenses and SHERE
dividend (705) (551)
At 31 December n12 A31H 6,483 7,188
As at 31 December 2018 and 2017, the Group had interest R20184F Kk2017F 1231 H » K&
in the following associate: ERUATEZHEAEFAER

Proportion of
Principal nominal value of
Country of place of Class of issued capital Principal

Name of entity Form of entity registration  operation CHETCE | held by the Group activity
1 L1 ERES BEREIER IETERR FAERGHER FRERGERTRIAELA FEED
2018 2017

B EBER Incorporated ~ PRC PRC Registered 50 50 Sales and
BERAR(HE capital distribution
BHE") (Note) of energy

products

WEEMERR BBz H H FMER HERD R
BRAR([HE Em
BEE ) (Hiz)

Note: BR/E7#%1/E is established on 5 February 2015. #1i580R (Ik Kiat ‘3R BBFBR2015F2 A5H KL °
% )BM AT, a wholly owned subsidiary of the Company, AAREZEHAZHBRRFERER
owns 50% of the ownership interests in Z/&# 18 and the (KB)BRAR BFEKEENE
remaining 50% is owned by ZFKEH M EBRRERE AR ("I 50% 2 % + i8R TN 2 50% #E 7= B3 Bk
S HEE") . However, according to the memorandum and BEMEERTER QR EKEGH T
association of F/EEINE, EMMEE has the right to EENDEA AWM BEXREENE
appoint 3 out of 5 executive directors and major decisions ZER KEEmEBAEEMOMUIN
about the relevant activities are determined at board level TEEMEFRI - BEAGESH 2 EER
through voting by simple majority, thus, Zk/EH T & has THESZEMRAKEUDHRLE
over 50% voting power and thus has control over the board ZEEL Bt KWW EERE
of directors in ¥k & /8. Accordingly, ¥K& & 8 is EATHEBAEEREABIB50% K
treated as an associate of the Company. ERVHMEEKRESENEETE 2

B HLEOSE IS R A A
Az BBAT -
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20. INTEREST IN AN ASSOCIATE (Continued) 20. BiBAFER &)
Summarised financial information of associates BEAFIZMERHEBR
Summarised financial information in respect of each of AEEZHERNR W BEERBZEHN
the Group's associate is set out below. The summarised TX o T BEMERSRBEE BN
financial information below represents amounts shown in TSRS R R B 2 B A R B IS RR BT
the associate’s financial statements prepared in accordance TRZEH - FIALEHE A REHA
with HKFRSs. The associate is accounted for using the AN FLEE M BHRRALR °

equity method in these consolidated financial statements.

2018 2017

HK$’000 HK$’000
FET FET
HimEwmiE HimEmie
Current assets mEEE 69,196 84,109
Non-current assets EMBEE 156
Current liabilities mENAE (56,386) (69,949)
Revenue WA 858,290 426,488

Profit (loss) and total comprehensive RNELHMN(EER) RE2EKRA

income (expense) for the year (i) #aze 1,410 (1,102)
Reconciliation of the above summarised financial LB E R E RN A B RS R R
information to the carrying amount of the interest in RAZEE AT HEIEEE ZHED
the associate recognised in the consolidated financial T
statements:

2018 2017

HK$’000 HK$’000

F#ET FET

Net assets BEFE 12,966 14,376
Proportion of the Group’s ownership REBFEZREEIE

interest in BR/ESIE B RERE S L 50% 50%

Carrying amount of the Group’s interest ZN&E BN EKEEFE

in IREB & Z s R (A 6,483 7,188
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21. INTERESTS IN JOINT VENTURES 21. EELXER
2018 2017
HK$’000 HK$'000
TF#ET FET
Cost of unlisted investments in joint FEEMEEDRSE
ventures " &R
At 1 January ®1A1H 26,760 23,600
Share of net profits and other 1t 5 7
comprehensive income for the year N H At 2 e 1,235 3,160
At 31 December w12 A31H 27,995 26,760
As at 31 December 2018 and 2017, the Group had M20184 K20174E12A31H » A&
interests in the following joint ventures: ERATEERESEER
Form of Principal Fully paid Proportion of nominal value
business Country of place of up registered of registered capital held  Nature of
Name of entity ~ structure incorporation operation capital by the Group business
EReR REREEY SMSIERX #IEEERE CRAEIMEF FREMFERORITELRH REHE
2018 2017

BEMWHBIMEAE  Incorporated  PRC PRC RMB2,250,000 49% 49% Sales and
BAA(EH") distribution of
(Note a) LPG

BMNmRHMAE Btk  +E HE 2,250,000 AR HERDHRILR
RAR(T1E#])

(Fizta)

EINEERETaR  Incorporated  PRC PRC RMB10,000,000 30% 30% Sales and
BRAR("E distribution of
") (Note b) LPG

BMERETER Safiky  HE HE 10,000,000 AR HERDHERILR
BRAR ([

N3
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INTERESTS IN JOINT VENTURES (Continued)

21.

Notes:

(a)

The Group’s entitlement to share in the profits of its joint
venture is in proportion to its ownership interest after the
subcontracting period mentioned in the following paragraph.

Pursuant to an agreement entered into between Qing Yuan
Shi Qingxin District Bai Fu Yang Petrol Chemical Company
Limited (“BFY”), a wholly owned subsidiary of the Company,
and the joint venture partner of %% on 3 November 20086,
the operation of & #1 has been subcontracted to BFY with
a subcontracting period of 8 years until 2015. On 8 June
2015, both parties entered into another agreement to extend
the subcontracting period for another 3 years to 2018. Under
the terms of subcontract agreement, major decisions about
the relevant activities must require unanimous consent by
the Group and the other shareholder. Thus, #&#fis classified
as joint venture of the Group.

50% interests of registered capital of Efg is owned by &
RAERTFRERER AR ERIEEF")in which 60% of
ownership interests of ER¥TEEF is owned by FIIEH
BB AR AT a wholly owned subsidiary of the Group. Thus,
the effective ownership interests of the Group in 3 is 30%
(2017: 30%). Under the terms of memorandum and articles
of association of &, major decisions about the relevant
activities must require unanimous consent by the Group and
the other shareholder. Thus, gEf& s classified as joint venture
of the Group.

21.

P
=

R (E)

>

it -

5

AEEDIEEGBRRBNTIRIAT
BEmEk z A BHRREMGZER
RS HIEE o

BEAARZEBREZHBARBERT
EFEEEAAREIARAR(E
B RBEHZEEZHR2006F 11
B3BAIM 2 B2 EBEE I
FEBE HEE20154 0 AHI8
o N20155E6 A8H  EHE L
S — M HE BN HERIFE E2018
F o RIBEABHEZIER - BRERE
HZERNREFLBIAE®E R EMRR
—HAE - Bt BIFEIAEAEEZ

AELE -

BRIEBEFEEFEER AR ERIE
BE DI AERS0%MEMER - M
ERFEBHF0NMERHALEEHS
BREZHBARFIEBRMRERA
AEFE Bt AEEEREAEEZ
HE 25 RB80% (2017 : 30%) ° 18 1% e
ARIERRMAZ &K - BERERES
ZERNAETEBEAEEREMMBER—
HRAE - Ul - BRI AREEZE

Bl
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B E 20184 12 431 AIEFE

21. INTERESTS IN JOINT VENTURES (Continued) 21. SELEER(Z)
The summarised financial information in respect of the REBUERGHEARZEERFERE
Group’s interests in joint ventures which is accounted for =M BERBESIINT o T HE
using the equity method is set out below. The summarised BMEZRRBEEAVBREEARR 2
financial information below represents amounts shown BEPENBWMRFATIRZESHE ©

in the joint venture’s financial statements prepared in
accordance with HKFRSs.

BH B
2018 2017
HK$’000 HK$°000
FET FHEIT
Current assets MENVEE 25,495 18,786
Non-current assets IEREEE 5,659 6,861
Current liabilities mEaE (6,862) (978)
Revenue WA 16,033 14,197
(Loss) profit for the year F A (E1E) (72) 126
Other comprehensive (expenses) FAREMEE (L) K
income for the year (305) 940

Total comprehensive (expenses) income R 2 (2 H)zs4a%8
for the year (877) 1,066
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For the year ended 31 December 2018

EZ2018F 1231 HIEFE
21. INTERESTS IN JOINT VENTURES (Continued) 21. SELERER ()
B BERE
2018 2017
HK$’000 HK$’000
F#ET FET
Current assets mEEE 28,809 27,218
Non-current assets ERBEE 2,041 2,912
Current liabilities mENBE (10,400) (12,904)
Revenue WA 70,371 64,720
Profit for the year F N 4,079 3,268
Other comprehensive (expense) income R H 2 H (7 ) Wz
for the year (855) 920
Total comprehensive income for the FAZEW =BT

year 3,224 4,188
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For the year ended 31 December 2018

EE20184F 12 31 HIFFE
22. DEPOSITS PAID AND PREPAYMENTS

23.

The amount included deposits of approximately
RMB79,971,000 (equivalent to approximately
HK$91,270,000) (2017: RMB205,145,000 (equivalent to
approximately HK$244,258,000)) paid for several potential
acquisition of investment projects. The Group applies
12-month ECL basis to measure the ECL of these balances
and there had been no significant increase in credit
risk since initial recognition. The Group has not entered
into any formal sales and purchase agreement as at 31
December 2018 and 31 December 2017. The remaining
amount mainly represents the deposits paid for purchase of
property, plant and equipment.

INVENTORIES

22, BEffEeRAFARIE

e ERERBEEERENREE
B {47 479,971,000 A R #& )iz &
(8 = 7 4991,270,0007% 7T ) (2017 :
205,145,000A B ¥ #H & R &
244,258,000 7T ) ° AN & B FE A 12 &
AMEEEERREENAEZS %
ZTEMEEEE - BIXER AR EEE
ZRINEERR - R2018412 A31H
K 2017F 12831 H » AEBWEERE
FRNEXNEEDZ HBEXTERERE
EVE  BBERBEAZHNES -

23. #R

2018 2017

HK$’000 HK$’000

F#ET FET

LPG BIER 69,692 90,263
Oil products JH AR 1,327,312 1,051,717
Electronic products BEFEM 323,500 257,700
1,720,504 1,399,680

The cost of inventories charged to the consolidated
statement of profit or loss and other comprehensive
income for the year amounted to approximately
HK$28,040,808,000 (2017: HK$20,434,255,000). As at
31 December 2018, there was a significant decrease in
the net realisable value of oil products due to decrease
in international oil price. As a result, an allowance for
inventories of HK$120,000,000 has been recognised and
included in cost of sales in the current year.

FRNEGEETREMEERE RN
br 2 7 & K A 49 4 28,040,808,000 75
7£(2017 : 20,434,255,0005 7€ ) © A
20184 12A31H ' AR BB AE T
BB HUR M2 ] B FEAR K o
ik - 2 # 2 120,000,000 % 7T &9 17 & 47
B WEREAFEMHEEMAN -

m
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For the year ended 31 December 2018

EZ2018F 1231 HIEFE
24. TRADE RECEIVABLES, OTHER DEBTORS, 24, BIYE ZIES - HMEWRRR - 2
DEPOSITS AND PREPAYMENTS ERAMTRIA
HK$’000 HK$’000
FET FET
Trade receivables U E 5 BRI 4,726,261 3,575,770
The Group allows an average credit period of 30 to 180 AREBREWESERAZFHEERA
days to its trade receivables. The following is an aged 30 RE180K - RBEHRZEWE H
analysis of trade receivables at the end of the reporting BEARBRROMIEREAEsEW A
period presented based on the invoice date or good (FRE W ATERBE) 2540 -

delivery date, which approximated the respective revenue
recognition dates:

2018 2017

HK$’000 HK$’000
FET FET
0 to 30 days 02 30K 2,382,179 1,745,451
31 to 60 days 31 260K 1,390,245 742,273
61 to 90 days 61 290K 752,436 847,797
91 to 180 days 91 £180k 190,983 175,063
Over 180 days 38180 K 10,418 65,186
4,726,261 3,575,770
Bills amounting to approximately HK$80,400,000 (2017: 7N £ B #5745 49 80,400,000 7 70 (2017 -
HK$46,917,000) are held by the Group for future settlement 46,917,000 7)) 2 ZHEAAER KR E
of trade balances. All bills received by the Group are with SEBREE o REBPWERRATEZIE

a maturity period of less than one year. BAER—FRRN -
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DEPOSITS AND PREPAYMENTS (Continued)

As at 31 December 2018, included in the Group’s trade
receivables balance are debtors with aggregate carrying
amount of approximately HK$286,769,000 which are past
due as at the reporting date. Out of the past due balances,
approximately HK$51,015,000 has been past due for 90
days or more and is not considered as in default due to
the management’s historical experience on the settlement
pattern or record from these debtors are satisfactory and
the good business relationship with these debtors. The
Group does not hold any collateral over these balances.

As at 31 December 2017, included in the Group’s trade
debtors balance are debtors with aggregate carrying
amount of approximately HK$78,428,000 which are past
due at the end of the reporting period for which the Group
has not provided for impairment loss. The Group does not
hold any collateral over the balances. The trade debtors
past due but not provided for were either subsequently
settled as at the date of this report or no historical default
of payments by the respective customers. The average age
of these receivables was 161 days. As at 31 December
2017, the Group has no provision for allowance for doubtful
debts.

Included in the Group’s trade receivables, there are
approximately HK$42,971,000 (2017: nil) denominated in
RMB, which is not the functional currencies of the relevant
group entities.

Before the application of HKFRS 9 on 1 January 2018, the
Group assessed impairment based on incurred loss model.

24.

Notes to the Consolidated Financial Statements

fre g RR M At

For the year ended 31 December 2018
EE 20184 12 31 HI-FZE

24. TRADE RECEIVABLES, OTHER DEBTORS,

PR R IR - HAEWIRR - %
ERRAMKRIFE)

MR20184F 12 A31H » AEE W E
2 R A B EH LAEEEY
286,769,000 78 7T 2 & 4R BR SR 3Rk 2 45
EHERH - REBBRTES - EF
#751,015,000% 7L 2 B HI90 R 3k % A
K BEEELEINZEEFEALEER
NEFE P K8 MBS AmE MR
ZEBBAZRIAXBE  TFRAE
TERAELN ARBEWERFFTME
RZERTE AR -

MR2017FE 128318 "EBZREKE
SERFEREER - BERE(E 478,428,000
BT ZEWERNREEERE B -
BAREEN K IEREEBREE AEEH
WESFSEEMNERZEHREZRFR -
ERHRAREREEZEKESEREE
BRARERBE  HEEFFPBAEL
EEERFE - 25 EREER 2 FHRER
161K ° 72017812 A31H » K&
B I 4 L R AR A A o

KREBE 7 EWE FERFF 442,971,000
BL(2017 - BMAARBEE  ARE
WIHERAER TR 2T -

R2018F1 A1 BEAE AN B RELE
BIEEO%RA » AEBIKEELAFEER
LAREAERE ©
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For the year ended 31 December 2018
EE 20184 12 31 HI-FZE

24. TRADE RECEIVABLES, OTHER DEBTORS, 24, BB HIRR - HthBEWRER - &

DEPOSITS AND PREPAYMENTS (Continued)

Aging of trade receivables based on the invoice date
which are past due but not impaired

ERRAMKRIFE)

CBMEXRHREZERRSERERER
HRZIRES

2017

HK$°000

FET

31 to 60 days 31 E 60X 11,452
61 to 90 days 61 ZE 90K 27,400
91 to 180 days 91 £180 Kk 14,008
Over 180 days FB3A 180 K 25,568
Total BT 78,428

Included in other debtors, deposits and prepayments,
there are advances payments to suppliers of approximately
HK$1,867,676,000 (2017: HK$1,595,746,000) in relation
to the purchase of LPG and oil products which will be
delivered within one year commencing from the date of the
signed purchase contract.

As at 31 December 2018, other debtors included loan
advances to independent third parties of approximately
HK$64,754,000 (2017: HK$133,386,000). The loan
advances are carried at fixed interest rates ranged from
4% to 13% per annum (2017: 4% to 13% per annum) and
repayable within one year. Except for those which had been
determined as credit impaired, the Group applies 12-month
ECL basis to measure the ECL of these balances as there
had been no significant increase in credit risk since initial
recognition.

Details of impairment assessment of trade and other
receivables for the year ended 31 December 2018 are set
out in note 36.

Hi R - e RIEMKIEH BIE
T EE E HiL & #41,867,676,000
B (2017: 1,695,746,000) * #REE
BAEREOMmIT AT HEE S LB —
FRNRT °

R2018F 12 A31H » H b B U BR &
BIERME T B E = 5 464,754,000
7 7£(2017 : 133,386,000/ 7T ) 2 &
Ko BFRUNBEEFEMENF4%ZE13%
(2017 : FHE4% E13%)EL @ TR
—FNEE - AEEER 12168 EH
EEEBEBREENTEZSHB 2 BHE
BEE - BRERNART EBEL NG

SRk -

HE2018F12 A1 HILFERKE S
RRANEMEWRETRET G ZFED
Rt 36 R E -
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For the year ended 31 December 2018
EE 20184 12 31 HI-FZE

25.

26.

AMOUNTS DUE FROM AN ASSOCIATE AND A
JOINT VENTURE

Amounts due from an associate and a joint venture are in
trade nature aged and within 90 days based on invoice
date as at 31 December 2018 and 2017. A credit period of
90 days is granted to an associate and a joint venture. The
balances are neither past due nor impaired at the end of
the reporting period.

PROPERTIES UNDER DEVELOPMENT FOR
SALES

25.

26.

Bl —KXBELFIR—REELE
R

EW —REE N R N —REEDERE
2B S HEEREE 20184 £ 2017 12
A31HIEZz % E A EMERER &0
KUAK - REBR—REE AR R —RK
AEDPERTIORZEEN - FTB&H
RERE BRI R @ EI kR E o

FERRDME

HK$’000
FET

COST [B%N
At 1 January 2017 R2017%F1 8 1H 388,665
Additions NE 241,269
Exchange adjustments PE 57 3 23,962
At 31 December 2017 m20174% 12 A 31 H 653,896
Additions NE 98,145
Exchange adjustments PE H AR (27,113)
At 31 December 2018 R20184F 12 A 31 H 724,928

The Group is developing half of the Land into properties for
sales. The details of the Land are set out in note 16. In the
opinion of the management, around half of the properties
under development for sales are expected to be realised
within twelve months after the end of the reporting period.
The properties under development for sales is situated in
the PRC.

AEBEREBZ I —¥REEY
X oI HBHNME 16 BHEE
R N—FNEFERRTYERASS
SERSHRR12EARNER - FEH
RAMEREEVAREZ L1 -



Annual Repprt 2018 SR tEgBIN]I50

Notes to the Consolidated Financial Statements

= A\ H =3
iRE ISR M AT
For the year ended 31 December 2018
EE 20184 12 31 HI-FZE

27. PLEDGED BANK DEPOSITS, BANK BALANCES 27. EERRTHER  #BTRERRAS

AND CASH

The amounts represent deposits pledged to banks to
secure banking facilities granted to the Group. The deposits
have been pledged to secure short-term bank loans, and
are therefore classified as current assets. The pledged
bank deposits carried at fixed interest rates of 1.65% (2017:
1.65%) per annum and will be released upon settlement of
the relevant bank borrowings.

The bank balances carried interest at market rates which
ranged from 0.001% to 3.51% (2017: 0.001% to 3.51%)
per annum.

As at 31 December 2018, the pledged bank deposits
and bank balances and cash of approximately
HK$1,232,561,000 (2017: HK$1,169,678,000) were
denominated in RMB which is not freely convertible into
other currencies. Included in the Group’s pledged bank
deposits and bank balances, there are approximately
HK$12,623,000 (2017: HK$59,666,000) denominated
in USD/HK$ and approximately HK$172,462,000 (2017:
HK$56,907,000) denominated in RMB and approximately
HK$21,459,000 denominated Singapore Dollar (“SGD”)
(2017: HK$13,794,000), which are not the functional
currencies of the relevant group entities.

ZREEERTRITIEASNEERER
TRMEZERZER - ZEGFREEA
ERRHRITERZER  MOBEAR
BEE - CIEBRITERIZEE FFX
1.65% (2017 : 1.65%):t B @ TR A
RASRITIE RS ERFMRE -

iR 17 & % & N F0.001% E3.51%
(2017 : 0.001% £ 3.51%) 2 ™ 15 F
KB o

M2018F12 310 EEHRITF
R 1T 4 8k K IR & #91,282,561,000
7 t(2017 : 1,169,678,00078 7T ) LA
AREEE YA EmEBRAR
thEE  AEBEZERBRITER
K iR 1T & & B - %912,623,0007% JT
(2017 : 59,666,000 7T ) LA E T /%
JCE 18 © #9172,462,00078 7£(2017 :
56,907,000 7L ) A ARB EE » 4
21,459,000 (2017 : 13,794,000 7T )
LA T ([# T )) Ef8 © %58
M IERAEBER s -
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For the year ended 31 December 2018

BHE2018% 12 531 HIFF/E
28. TRADE PAYABLES, OTHER CREDITORS AND 28. B EZIER - HtEFIERER
ACCRUED CHARGES BH

EREZERERDTIREZEHHES

The aged analysis of trade payables is as follows presented

based on invoice date: AR :
2018 2017
HK$’000 HK$’000
FETT FET
0 to 30 days 02 30K 766,932 923,192
31 to 60 days 31 260K 24,250 177,207
61 to 90 days 61 290K 37,103 154,857
91 to 180 days 91 180K - 8,555
Over 180 days HBiE 180K 30,154 21,715
858,439 1,285,526

The credit period of trade payables is ranging from 90 to EREZERZEEHRNFI0XRE180
180 days. X o

As at 31 December 2017, included in other creditors and
accrued charges, there are trade deposits from customers
of approximately HK$133,036,000 in relation to the sales
of LPG and oil/chemical products, which is classified
as contract liabilities after the application of HKFRS 15.
The remaining balances mainly represented the other tax
payable, construction payable and amounts outstanding for
daily operation costs.

Included in the Group’s trade creditors, balances of
approximately HK$171,157,000 (2017: HK$169,047,000)
are denominated in USD, which is not the functional
currency of the relevant group entities.

HE2017F12 831 H @ HEMERER
N EETE R+ - #9133,036,00078 T &
MEFWEE BEERLER X EM/E
TRNE SR  TEEREBHER
HEAFISREDERENEE - 85
FERREMEMNEIE  BEEERE
FEEEBRAMRESE -

REB 2 ENE ZERF D
171,157,0007% 7t (2017 : 169,047,000
WBIT) 2 B AEILEE - Ex i IEN
BEBEB I NEER -
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For the year ended 31 December 2018
EE 20184 12 31 HI-FZE

29. CONTRACT LIABILITIES 29. E¥IAMR
31 December 1 January
2018 2018*
2018 % 20184
12A31H 1H18*
HK$°000 HK$’000
FETT FET
Sales and distribution of LPG HE kD #HBRIER 28,387 45,018
Qil/chemical products business A ML TRER 121,389 88,018
149,776 133,036

*

The amounts in this column are after the adjustments from
the application of HKFRS 15.

The amount as at 31 December 2018 relate to contracts
in which the related goods are expected to be transferred
within 12 months and hence classified as current liabilities.
The Group typically receives a certain % of the contract
value as deposits for the sales and distribution of LPG
and oil/chemical products from several customers when
the sales and purchase agreement is entered into, while
the amount of deposits may be varied depending on the
business relationship with the customers.

The following table shows how much of the revenue
recognised in the current year relates to carried-forward
contract liabilities.

- Az RRERATEYBRELE
A 16 R AT

HZE2018F 12 A31 Hz & BET SRR
ZHBAERSEREI2AEAARS
WOBARDBE AEEEEFEE
HBER - BEERBRETEFHEHERD
HWRIEREkBER MEIRENEELY
TF%®El€ Ml BAETERES
FAERmMAER -

TRETSFERRZKARES L E
EHARBEER -

Revenue recognised that was included #EZRHUA BIEEETHE LY

in the contract liability balance at the B EMREET

beginning of the year

Sales and Qil/chemical
distribution products
of LPG business
HER m&E
FHBLER tIRES
HK$’000 HK$’000
FET FET
45,018 88,018

30. AMOUNTS DUE TO AN ASSOCIATE AND A
JOINT VENTURE

The amounts were unsecured, interest-free and repayable
on demand.

30. Ef—RBELFR—REELE
R

B

A1l

THEAEEN  RERAREREE -

I 161
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For the year ended 31 December 2018

EE 20184 12 31 HI-FZE
31. BORROWINGS 31. B
2018 2017
HK$°000 HK$’000
FRET FEr
Bank trust receipts loans RITIE MR IE K 3,604,590 2,112,133
Bank loans (pledged with RMB bank RITER(AARBIRIT
deposits) FRIEHEAR) 227,347 235,610
Bank loans (pledged with other assets) SRITER (A E B EEEKA) 54,407 49,657
Bank and other loans RIT R H M fE K 3,287,027 2,949,986
7,173,371 5,347,386
Repayable within one year shown under RENBEE FIRAER —FA
current liabilities EE
Borrowings secured by pledged bank 2R ITIERIERE
deposits (B 227,347 235,610
Borrowings secured by other assets E B EEREE K 20,575 18,364
Borrowings unsecured EEREER 4,537,417 3,709,829
4,785,339 3,963,803
Repayable over one year shown under  3ERBI & EIE TAT/RBER —F
non-current liabilities BEE
Borrowing secured — more than one EERNER — BB —F
year, but not exceeding two years B ZRMFE 12,623 15,090
Borrowing unsecured — more than ERERNER — BB —F
one year, but not exceeding two BAZAMRE
years 1,130,910 418,690
Borrowings secured — more than BEEROER — BBME
two years, but not exceeding five BARZRAF
years 21,209 16,203
Borrowings unsecured — more than BERNER — HBRE
two years, but not exceeding five BAEZRAF
years 1,223,290 933,600
2,388,032 1,383,583
7,173,371 5,347,386
Bank borrowings of approximately HK$457,274,000 (2017: $R1TIE FR P 49 457,274,000 7T (2017
HK$418,192,000) carry at fixed-rate. The remaining bank 418,192,000/ 70 ) B TE 8. o #4 NiR1T1E
borrowings are variable-rate borrowings which carry annual HEZEEENR  FREA1EAZIMEA
interest rate at 1 month to 3 months London Interbank WBERTTRIZER B NE TEH KB AR
Offered Rate (“LIBOR”) plus certain basis points or Hong TRZEFRBE NS TER -

Kong Interbank Offered Rate (“HIBOR”) plus certain basis
points.
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For the year ended 31 December 2018

EE 20184 12 31 HI-FZE

31. BORROWINGS (Continued) 31. fERAE)
As at 31 December 2018, other loans of approximately MR2018F 12 A31H - H 1 & & 4
HK$54,407,000 (2017: HK$49,657,000) are secured 54,407,000 J£(2017 : 49,657,000 %
by six (2017: four) oil vessels owned by the Group with TC) AN & B 5 BREfE 4 143,514,000
carrying value of approximately HK$143,514,000 (2017: B J0(2017 : 148,262,000 JT )
HK$148,262,000) and guaranteed by the Company. HI6AE (2017 : 482 ) A f5 1B K 8 I
Included in total borrowings of the Group, approximately HARARIIEER  XAEB 2 EHA
HK$6,809,980,000 (2017: HK$5,155,739,000) is %8 #96,809,980,000#8 (2017 :
guaranteed by the Company and/or its subsidiaries. 5,155,739,000 %% 7T ) E E AR A & 8k

EH B A FIER o

The ranges of effective interest rates (which are also equal REBRERZEBEMNEGEE R A DR
to contracted interest rates) on the Group’s borrowings are K)HET ¢
as follows:

2018 2017

Effective interest rate: ERF =
Fixed-rate borrowings EEERK 3.17% to 4.27% 2.17% to 3.35%
Variable-rate borrowings F BB 2.98% to0 6.19% 0.88% to 5.07%
The Group’s borrowings that are denominated in currencies NEB 7 ERA ENBEESTREIHEEE 2
which are not the functional currencies of the relevant EEEE - YT

group entities are set out below:

USD/HK$

%T BT
HK$°000
FET

As at 31 December 2018 R20184 12 A31H 2,896,290
As at 31 December 2017 R2017%F 12 A31 H 2,544,046

163
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For the year ended 31 December 2018

EE 20184 12 31 HI-FZE
32. SHARE CAPITAL 32. ¥
Number of
shares
B8 H
HK$’000
FETT
Ordinary shares of HK$0.1 each (2017: SRREEO0.1 57T L@k
HK$0.1 each) (2017 : ®&0.1 %)
Authorised share capital: VAR
At 1 January 2017, 31 December R2017%F1 1 H 2017 F
2017 and 2018 % 2018412 A 31 H 20,000,000,000 2,000,000
Issued and fully paid share capital: BEITRBERAE
At 1 January 2017 201741 H1H 1,480,398,216 148,040
Less: Repurchase of shares (Note) B B BIBE (A AE) (7,368,000) (737)
At 31 December 2017 and 1 January R2017F 12 A31 B X
2018 20181 A1 H 1,473,030,216 147,303
Less: Repurchase of shares (Note) i BRI BB (A aE) (4,906,000) (491)
At 31 December 2018 20184 12 A 31 H 1,468,124,216 146,812
Note: During the years ended 31 December 2018 and 2017, the HieF 182018 201712 A31 8 Ik F &
Company repurchased its own shares through the Stock A RNRAIFEBERFTERERMD -

Exchange as follows: BT ¢

Aggregate
consideration
No. of paid
ordinary (excluding
Month of share of transaction
repurchase HK$0.10 Price per share costs)
BEft#RE
0.1#ETZ (8%
HEREE SRES ZHRE)
Highest Lowest
= R®{E
HK$ HK$ HK$’000
BT BT FETT

June 2018 201846 H 4,906,000 1.59 1.58 7,756
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32. SHARE CAPITAL (Continued)

33.

No. of
ordinary
share of
HK$0.10

Month of
repurchase

0.1#8TZ
®iEREE

March 2017 2017 ¥ 3 A 4,674,000
April 2017 2017 F 4 A 1,440,000
August 2017 201748 A 1,254,000

The above shares were cancelled upon repurchase.
DEFERRED TAXATION

The following are the major deferred tax liabilities (assets)
recognised by the Group and movements thereon during
the current and prior year:

32. BE&F(E)
Aggregate
consideration
paid
(excluding
transaction
Price per share costs)
EfERR
(8%
SRES RHRBEF)
Highest Lowest
BS RIE
HK$ HK$ HK$’000
BT BT FET
2.49 2.34 11,216
2.40 2.32 3,401
2.20 214 2,730

EAR A BRI R R o
33. BERH
REAMBEEZRFE - AEBEDHER

ZEXRBEERGAE(EE) REEE
W

Accelerated Other
tax intangible
depreciation Tax losses assets
mERRITE REKR HUKESEE
HK$’000 HK$’000 HK$’000 HK$’000
FET FEIT FEIT FEIT
At 1 January 2017 R2017F1H1H 42,425 (352) 57,431 99,504
Credit to profit for the RERIEz AR
year (9,919) (1,885) (5,952) (17,756)
Exchange adjustments [ 3, %% 5,594 284 3,346 9,224
At 31 December 2017 12017 &
12 H31H 38,100 (1,953) 54,825 90,972
(Credit) charge to REREBZE(AR)
profit for the year HIBR 1,754) 76 (6,033) (7,711)
Exchange adjustments [ 5, 55 %& (1,352) 646 (2,102) (2,808)
At 31 December 2018 #2018 &
12 H31H 34,994 (1,231) 46,690 80,453
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The following is the analysis of the deferred tax balances
for financial reporting purposes:

Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
EE 20184 12 31 HI-FZE

33. DEFERRED TAXATION (Continued)

BIER (2

AT BIEM 15 2 A & 2 TR IS A #R
DT

2018 2017

HK$’000 HK$’000

F#EIT FET

Deferred tax assets RIETR TS B = 1,231 1,953
Deferred tax liabilities RIER TS B E (81,684) (92,925)
(80,453) (90,972)

At the end of the reporting period, the Group has estimated
unutilised tax losses of approximately HK$337,425,000
(2017: HK$324,941,000) available for offset against future
profits. Deferred tax asset has been recognised in respect
of approximately HK$4,924,000 (2017: HK$7,812,000).
No deferred tax asset has been recognised in relation to
remaining balances of approximately HK$332,501,000
(2017: HK$317,129,000) due to the unpredictability of
future profit streams. The unrecognised tax losses of
approximately HK$2,433,000 (2017: HK$3,312,000) will be
expired before year 2021 (2017: year 2020). Other losses
may be carried forward indefinitely.

As at 31 December 2018, the Group had deductible
temporary differences of approximately HK$52,904,000
(2017: HK$58,504,000) in respect of mainly accelerated
accounting depreciation. No deferred tax asset had been
recognised in relation to such deductible temporary
differences as it was not probable that taxable profit
would be available against which the deductible temporary
differences could be utilised.

Under the EIT Law of PRC, withholding tax is imposed
on dividends declared in respect of profits earned by
PRC subsidiaries from 1 January 2008 onwards. Deferred
taxation has not been provided for in the consolidated
financial statements in respect of temporary differences
attributable to accumulated profits of the PRC subsidiaries
amounting to HK$769,797,000 (2017: HK$762,680,000)
as the Group is able to control the timing of reversal of the
temporary differences and it is probable that the temporary
differences will not be reversed in the foreseeable future.

RERR - A& E G HEH
RARREZMZADEAMREEBEELDY A
337,425,000 7£(2017 : 324,941,000
BIL) o B 544,924,000 7C(2017 :
7,812,000 70 ) RELEF IS EE ° B
B & 2 5 I 2RO S ATER - AR 5t
# T 4 # #9332,501,000 % 7T (2017 :
317,129,000 7 7T ) iERIEIE T IS B E ©
#72,433,000% (2017 : 3,312,000
P IT ) Z A HE R TE B 18 18 10 2021
(2017 : 20204 ) A B o EL A &5 48 B
A ERR HA AL EE o

MN20184F12 A31H » A B 11 :&E & 5t
e AEEEAHIHREREED
52,904,000 £ (2017 : 58,504,000 7%
JL) e AR ARRIAF AR R E =
KE DA S B 18 38 2 FE Rt A1l 2 7] gE
MRK - W EREZE R 5 R =5
BRELERIFEE °

REF BEETE L BH2008F1 A 1
Bt - & EHE QR AT BRI Z & F W
ERZKREBHMNENR - AEE W
EREFTARBENEB AR Z R AT
769,797,000 JT(2017 £ : 762,680,000
BIL) 2 B R E RN AR S I TS R N AT 1R
EIEFE TS B S - 1tk Ty B P AN SR [ AT 422 )
BEERERE KA mMBERERED
BT B 2R B E o
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34. ACQUISITION OF SUBSIDIARIES 34.

On 15 December 2017, Sound Hong Kong Limited (“Sound
Hong Kong”), a wholly owned subsidiary of the Company
incorporated in the British Virgin Islands (“BVI”) entered into
a sale and purchase agreement (the “Sale and Purchase
Agreement”) pursuant to which an independent third
party agreed to sell, and Sound Hong Kong agreed to
purchase, 51% of the equity interests in Quitman Limited,
a company incorporated in Hong Kong. The remaining
49% equity interest of Quitman Limited is owned by an
independent third party. Quitman Limited is an investment
holding company and it has two wholly owned subsidiaries
incorporated in Hong Kong, Sino Ray Investment Limited
and Forever Hero Limited (together are referred to as
“Quitman Group”). The acquisition was completed on 29
December 2017.

The principle activities of Quitman Group are the sale and
distribution of oil products in Hong Kong and it owns 17
oil trucks for providing oil transportation services to third
parties and Quitman Group in Hong Kong. After completion
of the acquisition, the Group has widen its customer basis
in Hong Kong not only marine oil customers but also further
extend the market coverage on land automotive customers.
The consideration for the acquisition was HK$80,000,000.

W R B 2 5

R2017F 12 A15H A28 —FE R
AEERS((RBEXS K I
2EHRB 2 MBAREEEERAH
([FE8as)ET—HhEERZIESR
HaEl) o B —RBUE=FREH
E MEBEBREBEARETBKIIHX
EAMRARS1% 2 iEER - XEFR
NEHBRH40% R EHERZHA —BILE
=R  NEERABARKREERA
A BEMEREBKILHNEEER M
BAR HEKEBRAAREG#BR
DR HBAIEEE]) - ZEWER
2017F 12 A29 HFEM °

NESEFEEZRREBHE kD iH
MM B 1TRAERE =5 R XE
SEEFBREHNERRE - NI
ER%E  AEBTEBAEREENEF
A TERRESLAREFR  BTHE—
FTREARE ETEREFNMIGESEE -
ZIA W 2 X8 & 80,000,000 /8 T °
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EE 20184 12 31 HI-FZE
34. ACQUISITION OF SUBSIDIARIES (Continued) 34. IEBMEBAT (&)
The acquisition of Quitman Group had the following effect WENESBHASBENEERAEZ
on the Group’s assets and liabilities: TR :
Net assets acquired: RS EERE:
HK$’000
FEIT
Non-current asset BB E
Property, plant and equipment Y - R REE 2,388
Current assets TEEE
Trade debtors FEWE 5 8RR 13,816
Other debtors, deposits and HERARR « e RIEFKIE
prepayment 22,386
Bank balances and cash RITHEB MRS 11,101
47,303
Current liabilities BB &
Trade creditors FERTE SRR 23,220
Other creditors and accrued charges HEMERNRRRETEA 8,553
Amount due to a former shareholder FEAS T RIAR SR < 5RIE
(Note) (Hta) 50,359
82,132
Net liabilities at the date of acquisition — UYiE B HE (& (32,441)
Note: The amount due to a former shareholder was fully settled in Kiat: m2018F 2 AEMAIRE ZHEER
February 2018. 13 o
The receivables acquired (which principally comprised trade R UEE B AR 18 36,202,000 7 T Uk B
debtors, other debtors, deposits and prepayment) with a MEWKKRIEBE(EZZERREERE R -
fair value of HK$36,202,000 at the date of acquisition had EH AR AR - R2e RFERMNKIE)E L
gross contractual amounts of HK$36,202,000. The best 4258 536,202,000 78 7T © IULEE B ¥178
estimate at acquisition date of the contractual cash flows STEEWE RS AR RN REMETA

not expected to be collected amounted to HKS$nl. 07T °
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EE 20184 12 31 HI-FZE
34. ACQUISITION OF SUBSIDIARIES (Continued) 34. KRB LT(2)
Goodwill arising on acquisition: IR EE Z S :
HK$’000
TFET
Total consideration BRE 80,000
Net liabilities assumed EEFAE 32,441
Less: Non-controlling interest JB ¢ FEVE i (15,896)
Gooduwill arising on acquisition IR B EE A 2 g8 96,545
None of the goodwill arising on this acquisition was TERT U R EEE £ 2 BT A R EL
expected to be deductible for tax purposes. %o
Non-controlling interests FEHER
The non-controlling interests (49%) in Quitman Group [ &= (B pA Wt i B FERR A 49 % FE 12 )
recognised at the acquisition date was measured by mII2ENESEEBRABFENIR
reference to the proportionate share of recognised amounts LE B (510 KBRT = & 15,896,000 & 7T ©
of net liabilities of Quitnam Group and amounted to
HK$15,896,000.
Net cash outflow arising on acquisition: W REREEE A 2 IR S M FEE
HK$’000
FET
Consideration paid in cash NIREZF2RE 80,000
Less: Cash and cash equivalents i BB NER
balances acquired REIEE 58 (11,101)

68,899
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34. ACQUISITION OF SUBSIDIARIES (Continued) 34. WHEMEB LB (&)

Impact of acquisition on the result of the Group

The goodwill arose on the acquisition was attributable
to the benefits of expected synergies of two oil products
customers network in Hong Kong that developed by the
Group and Quitman Group, revenue and future market
development of Quitman Group. These benefits were not
recognised separately from goodwill because they did
not meet the recognition criteria for identifiable intangible
assets.

For the year ended 31 December 2017, there was no
significant contribution in revenue and profit by Quitman
Group to the Group because the acquisition was
completed closed to the end of the year 2017. Had these
business combination been completed at 1 January 2017,
the revenue of the Group would have been approximately
HK$22,732,968,000 and the profit for the year would
have been approximately HK$839,431,000. The directors
considered these ‘proforma’ number to represent an
approximate measure of the performance of the combined
group on an annualised basis and to provide a reference
point for comparison in future periods.

B AaRERBZEE

WIBELMNREE TR R A& B 8 E
SERROMEEBHMBTLAKNE
BRIk - XE RSB R Y KRR
BERE - ARKS MR REEDIER
R BRELBEZ G - LTS
REEF 7 B HER

HE2017F12A31B IEFE > AR
W B EIHBE T 2017 FE R A 52K © X [E
SETRAEANEEERENHKRAR
FUEER - MEZIZEBS HFR2017
F1RAIBER AEEMNKADNE
22,732,968,000 87T + & F Nim A4 &
839,431,000 8T - EER AL EHEE
HFREREHEBUFELER KRR
FEEUGTE - WA KRBRRER2ZE
LAYELLER o
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35. DISPOSAL OF SUBSIDIARIES 35. HEMRBELF
In December 2018, the Group entered into a sale and R2018F 12 8 REBBH B E =
purchase agreement with an independent party to dispose AR ERERER KON E QT H
the entire equity interest in the subsidiaries (the “Disposed BB AR 2 2R ERERSR] —
Subsidiaries”) that engaged in manufacturing of charcoals. MEEWZ - ZBLEEDMN20184 12
The disposal was completed on 31 December 2018. The AB1HEK - REE R 2016 F RUHE
Disposed subsidiaries were acquired by the Group in late ZEHENWBRAR - Al AEBR
2016, however, the Group had not commenced any formal & B AT R IE AR RS E R AR K ©
manufacturing of charcoals up to the date of disposal. ZHENMBARRNEER 2 FEEN
The net assets of the Disposed Subsidiaries at the date of Nk
disposal were as follows:
Consideration received: Frfs 2 RAE -
HK$’000
FEIT
Cash received g2 e 98,607
Analysis of assets and liabilities over which control was KEZHENEEMBE 2O
lost:
HK$’000
FEIT
Intangible assets B EE 94,771
Property, plant and equipment Y2t - s R E 4,564
Other receivables ot e YT BR 5K 2,439
Bank balances and cash IRITEHR MRS 19
Other payables H fib fE S 5K I8 (5,943)
Net assets disposed of HEZFEE 95,850
Gain on disposal of subsidiaries: HEMBARS :
Consideration received and receivable EMEER 2 RE 98,607
Net assets disposed of HEZFEE - (95,850)
Cumulative exchange differences in respect of B AR REIZEGIRER - B ARFEE
the net assets of the subsidiaries reclassified MRFTELETE K I HEEE
from equity to profit or loss on loss of control
of the subsidiaries 62
Gain on disposal L& 25 2,819
Net cash inflow arising on disposal: EHEmEE RS FER
Cash consideration RERE 98,607
Less: Bank balances and cash disposed of o MEZRITEGRIRS (19)
98,588

Since the Disposed Subsidiaries do not commence any
productions in years 2017 and 2018, there is no significant
impact of the Disposed Subsidiaries on the Group’s results

and cash flows.

R EHERHEAQRR2017 k22018 F
& ANE A B3R 1 fa] AR 2 - MRtk &S EO B
BRARYAEEZEE MR R ES

S/ 488
AEE -

171
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INSTRUMENTS

Capital risk management

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debt and
reserves, which includes the borrowings as disclosed in
note 31, and equity attributable to owners of the Company,
comprising issued share capital, share premium, reserves
and retained profits.

The management of the Group reviews the capital
structure on a continuous basis taking into account the
cost of capital and the risk associated with the capital.
The Group will balance its overall capital structure through
new share issues, payment of dividends and the raise of
bank borrowings or the repayment of the existing bank
borrowings.

The Group’s overall strategy remains unchanged during the
year.

Categories of financial instruments

Notes to the Consolidated Financial Statements

= A\ H =3
iRE ISR M AT
For the year ended 31 December 2018
EE 20184 12 31 HI-FZE

36. CAPITAL RISK MANAGEMENT AND FINANCIAL 36. RFAREERMBIRA

REERER

AEBEANEE B RERERAKEN
RERBAUNSESALE  AREE
HEVTHAGERSERRRRT RS
REH o REE 2 BRRME FFER

AEBEEARBETRERANR B
RMENREZER) RARBHEER
AEEEE(BRERDHEITERA - BME
B - R RREEN )P o

AEBEE B REAKNAREER
ERZARFERNEARE - ~A5E
B BIEITHA - BB RIBINIRTT
ERRERRB ZRITERAFEHEE
BEARE -

FRAEBEBRIRETE -

MBEIAZER

2018 2017

HK$’000 HK$’000
FETT FET
Financial assets P EE
Loans and receivables (including cash B REWFIE(BER S K
and cash equivalents) ZRB\LER) - 6,217,067
Amortised cost BIHAA 7,621,064 —
Derivative financial instruments PTHEBTE T A 4,886 15,012
Financial liabilities Migatk
Amortised cost B IHA A 8,281,224 6,907,775
Derivative financial instruments DTS T A 9,912 7,861
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL

INSTRUMENTS (Continued)
Financial risk management objectives and policies

The Group’s major financial instruments include bank
balances and cash, pledged bank deposits, trade
receivables, other debtors, deposits, amounts due from (to)
an associate, amounts due from (to) a joint venture, trade
payables, other creditors and accrued charges, borrowings
and derivative financial instruments. Details of these
financial instruments are disclosed in respective notes. The
risks associated with these financial instruments and the
policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures
to ensure appropriate measures are implemented on a
timely and effective manner.

Market risk
(i) Currency risk

(@) Several subsidiaries of the Company have
foreign currency sales and purchases, which
expose the Group to foreign currency risk.
Certain trade receivables, trade payables, bank
balances and cash, pledged bank deposits and
borrowings of the Group are denominated in
foreign currencies as disclosed in notes 24, 27,
28 and 31 respectively.

The carrying amounts of the Group’s foreign
currency denominated monetary assets and
monetary liabilities at the end of the reporting
period are as follows:

36.

REARTERMBIA(E)

MERRER B RRBER

AEEZTBMBTABRRITERK
Be BEEARTER BURESK
R HEKEREN - R B N—
REEARFE  BR/N—REEE
ERE - BNE SRR - EMEMRR
REHER BREITEMBTE - &%
EMBTRAZFBENEMERE - TX
YN RZEM BT AARZ AR K
BREZEFRBRIBR EEEEENME
xR - ARELR I B A1 A RO SR EX
EE IR

EmEE
() EEmER

(@ ZARAFETHBRAEU
INEHEZEE $48%
EAZIINERR - AEBE
TEKZESER ENHES
R BRITAEBREES B
HWIFR TR R AB R > ASD
“EEGEBE D BIRHE
2427~ 28 K 313HFE) o

NEEAINETIE 2 EHE
EREEaERERBARZ
BREET ¢

Assets Liabilities
"E A\
2018 2018

HK$’000 HK$’000 HK$’000 HK$’000

F&iT FEIT F#&iT FET
USD (against ETHARKES

RMB) &z 12,623 59,666 3,067,447 2,713,093
RMB (against AR R ETTs

USD) z® 215,434 56,907 - =
SGD (against TN TR ETT

USD) T2 21,459 13,794 - —

173
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL
INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)

(i) Currency risk (Continued)

(@)

(Continued)

During the year ended 31 December 2018 and
2017, the management has entered into several
derivative contracts to reduce the exposure
of currency risk. As at 31 December 2018,
the Group has outstanding foreign exchange
derivative contracts with an aggregate notional
amount of approximately USD340,500,000 for
HK$ (2017: approximately USD155,000,000
for HK$) and approximately USD20,000,000
for RMB (2017: approximately USD11,826,000
for RMB). The details of the derivative financial
instruments are disclosed in note 44.

In addition, as at 31 December 2018, a number
of subsidiaries of the Group with USD/HK$
functional currency have intragroup balances
that are denominated in RMB with a net credit
balance of HK$435,896,000 (2017: a net debit
balance of HK290,118,000) or vice visa, which
expose the Group to foreign currency risk.

36. REEARTERMBIR(Z)

MERBREEARRBE(E)

mEmAE(E)

() EEmEE(E)

(@)

(%)

HE2018 201712 B 31 H
IEFE  EEEEILEG
PTEE KB LUBIK & = ke o
MR2018F12HA31H ' B#
% & & ¥ 49340,500,000
T2 MR & B (2017 ¢
#7155,000,000 3 JT Z & &
# & 7% 7t ) & 4320,000,000
ETLZHAELEE AR
(2017 = #911,826,000 € 7T
ZMAREE AR ) Z INEST
EAH TTEFBTAREZ
BEERMIE44 5 -

It S - R 20184 12 A 31 H
NEBBHBAET, BT
BN EBE 2B AR @ &
SEBEBRUARB ARE
%H 435,896,000 7 7 (2017 :
S {5 %6 290,118,000 78 7T ) 5k
HREBEE  SAEEX
SHNEE R R
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL
INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)

(i) Currency risk (Continued)

Sensitivity analysis

(@)

Since the exchange rate of HK$ is pegged
with USD, the currency risk is mainly arising
from exchange rate of USD against RMB or
USD against SGD and vise versa. The following
table details the Group’s sensitivity to a 5%
increase and decrease in USD against RMB
and USD against SGD, and a 5% increase and
decrease in the RMB/USD and SGD/USD spot
rate and forward exchange rate. 5% represents
management’s assessment of the reasonably
possible change in the RMB/USD and SGD/USD
exchange rate and the RMB/USD and SGD/USD
forward exchange rate. The sensitivity analysis
below did not include the derivative contracts
of USD for HK$ as at 31 December 2018 and
2017 because the management expected any
reasonable possible change in the USD/HK$
forward exchange rate would be immaterial. The
sensitivity analysis includes only outstanding
foreign currency denominated monetary items
and derivative financial instruments and adjusts
their translation at the end of the reporting
period for a 5% change in foreign currency rates
or their fair value at the end of the reporting
period for a 5% change in forward exchange
rate. For monetary assets and liabilities, positive
number below indicates an increase in post-
tax profit where RMB and SGD strengthen 5%
against USD. For a 5% weakening of RMB and
SGD against the relevant currency, there would
be an equal and opposite impact on the profit
and the balances below would be negative.
For derivative financial instruments, a negative
number below indicates a decrease in post-tax
profit where RMB strengthen 5% against USD/
HKD. For a 5% weakening of RMB against the
relevant currency, there would be an equal and
opposite impact on the profit and the balances
below would be positive.

—B— \EEH

36. REEARTERMBIRA(Z)

MERBREEARRBE(E)

mEmAE(E)

(1)

E¥mg (&)

BURRE DM

(@)

B R T 2 B X B 32 oT B
e EBEREEREE
TC 5 AR K 2R TT 5
JC* RZINN - TREFIA
SEEETHRARKSEET
HEmE T EART%5%
M AR /370 K Nk T
SELREBRRMER
FARTH%E% 2 BEE ° 5%
REBEEEUARE ET
KE T, ELERRA
R#& /FTkF g, =
TR HE R 7 & 18R] gE E B
FiE - AREEERBAET
S TTRHAE R 2 A 1 A R
BEEIAT - AT B
EoMIARBIER 2018 F K
201712 A 31 B LA B T4
HELRIRHAEL - 8
RESMEBRREE 2
INEEEERIER RITEY
BTAR: WRERAREH
BEAEH 5% E X&) 2 H
B R EFRAREEAT
EfEHsnRPERES 2
AR - GEEKEERABEM
= WARB RN TE
Er 5% - Blan T IEEE
TR B 48 8 A3 0 o il AR
BMEFMETEEEAERT
2k 5% - R& ¥ n A EEEE
PR z®E  BUATH#H%
BEEE - ITEMBTA
mE @ WARERLEL, 7
T EFAS% - Bl B #ET
B B 1% 08 Bk A o i AR
HEBE®BTMKS%  Alg
HuEMEERSERERZE
2. BUATEHRBEIES -
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL 36. EXEBEEERMEITRE)

INSTRUMENTS (Continued)

Financial risk management objectives and policies BERBEEEERBEZ)
(Continued)
Market risk (Continued) mEmEE(E)
(i) Currency risk (Continued) () EEEE(E)
Sensitivity analysis (Continued) BRE DT (&)
(@) (Continued) (@) (#&)

RELET RMB against SGD against
RMB impact USD impact USD impact

RTRARWYE ARWRRTHE HMRTRRTHE
2018 2017 2018 2017 2018 2017
HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FET FET FET FET FET FET
Increase in profit for the  EREFIEM
year (Note) (Hit)
— monetary assets - ElEE
and liabilities KEE 126,824 110,293 10,737 2,394 891 572
— derivative financial ~ — f74E 3%
instruments IR 6,430 - - 70 - -

Note: This is mainly attributable to the exposure
outstanding on bank balances, payables and
borrowings denominated in USD or RMB and
derivative financial instruments as at year end.

The following table details the sensitivity to a
5% increase and decrease in USD/HK$ against
RMB in respect of the Group’s foreign currency
exposure on intergroup balances. 5% is the
sensitivity rate used by the management in the
assessment of the reasonably possible change
in foreign exchange rates. The sensitivity analysis
includes only outstanding intra group balance
denominated in RMB between subsidiaries of
the Group and adjusts its translation at the year
end for a 5% change in RMB rates. A positive
number below indicates increase in post-tax
profit for the year where RMB strengthens 5%
against USD/HKS$.

Wiz EEERRFREETK
ARBEBZAREERT
R R BR R AE FRA
ROTHEB BT AR 2R,

LA
o
PR

RAEEEBBAEHES
ZHONERBRME © T&RFT
EnL/BLTAAREEAR
TES% 2 BRE - 5% BE
B E A E RS 1Al pE &
FRZHERELE - GEE
SMEBREAEEH B R A
ZEAAAREEBEZEERN
g UHRFEREHBE
EHEN AREEEREE) »
FE - MARB R ET B
TLEF5% + A T IEBERTR
F AR L% 5w F)3 0 o
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL
INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)

(1)

(i)

Currency risk (Continued)
Sensitivity analysis (Continued)
(b) For a 5% weakening of RMB against USD/HKS,

there would be an equal and opposite impact on
the post-tax profit for the year below:

36. REEARTERMBIRA(Z)

MERBREEZARRME(E)

mEmE(E)

(1)

B E f (E)
BRE DT (&)
b) HMARMERZT, BTN

5% * Rl ¥ U T FARKBRREK
mMEERERER ZFZE

2018 2017

(Decrease) increase in post-tax
profit for the year 0

FRRRBRZENCORD)

HK$’000 HK$'000
FET FET
(9,351) 22,134

In management’s opinion, the sensitivity analysis
is unrepresentative of the inherent foreign
exchange risk as the year end exposure does
not reflect the exposure during the year.

Interest rate risk

The Group’s bank loans have exposure to cash
flow interest rate risk due to the fluctuation of the
prevailing market interest rate on variable-rate bank
loans which charge interest at prevailing market
rates. In addition, the Group has exposure to fair
value interest rate risk through the impact of the rate
changes on pledged bank deposits and borrowings
which are at fixed interest rates. As at 31 December
2018 and 2017, the loans receivable included in other
debtors exposed to fair value interest rate risk as
the loans receivable bore at fixed interest rate. The
Group’s fair value interest rate risk relates primarily to
fixed-rate borrowings (see note 31 for details of these
borrowings), loan receivable included in other debtors
(see note 24 for details of these loans receivable) and
derivative financial instruments including pay fixed
and receive floating interest rate swaps (see note 44
for details of these derivative financial instruments).
The purpose of the Group to enter non deliverable
Ccross currency interest swap is to reduce the cash
flow interest rate risk but does not fulfill the hedge
accounting requirement.

(i)

EEERR  ARFREAR
¥ ARBRERNZER - 88
BJE DA I AR BB HME
B

VeI

E AR 1T IS F EET B 22 BERTT
BRZMBHERZE  NEEZ
BITERFTFRSRENERLR
BEAN - B R E B 2 BRFIER
TERRERERTE Bt AS
EMEEmEAFEMNERR - B
20184 Kk 2017412 A31H * A
REWEFRIZREEFEETE - )G
N EL R U BR R 2 JRE W B 5K I T
NEERERR - NEBE 2 AFE
MERREESREBMERGELE
fERZ e BEm RAMES1) « sFAH
i E U BR R 2 FE U B SR (2 & FE UK
ERZ BB RANTE24) ROTER
BITE  BIEEE A RZEEUWER
EH(ZENEVBETIAZFER
RMEE44) o KEEFTZ AR RE]
RXEH’ERN 55 2 B H =R ER
SREMERR - BXDFFEH
BETEk -
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL
INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)

(i)

Interest rate risk (Continued)

In the opinion of management of the Group, the
expected change in interest rate will not have
significant impact on the interest income on bank
balances, hence sensitivity analysis is not presented.

The Group’s exposures to interest rates on financial
liabilities are detailed in the liquidity risk management
section of this note. The Group’s cash flow interest
rate risk is mainly concentrated on the fluctuation of
LIBOR and HIBOR arising from the Group’s variable
rate borrowings and partially set off by the derivative
financial instruments including pay fixed and receive
floating interest rate swaps.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates for variable-
rate borrowings, excluding the exposure from the
bank borrowings offset by the derivative financial
instruments including pay fixed and received floating
interest rate swaps. The analysis is prepared
assuming the amount of outstanding balances at the
end of the reporting period was outstanding for the
whole year. A 50 basis points increase or decrease
represents management’s assessment of the
reasonably possible change in interest rates.

If interest rates had been 50 basis points higher/
lower and all other variables were held constant, the
Group’s profit for the year ended 31 December 2018
would decrease/increase by HK$26,416,000 (2017:
HK$19,605,000). This is mainly attributable to the
Group’s exposure to interest rates on its variable-
rate bank borrowings, excluding the exposure from
the bank borrowings offset by the derivative financial
instruments that pay fixed and received floating
interest rate swaps.

36. REEARTERMBIR(Z)

MERBREEARRBE(E)

mEmAE(E)
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL
INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)

(i)

Price risk

The Group is engaged in the sale and distribution of
LPG and oil products and thus exposed to the risk
arising from the fluctuation of the commodities price
in the market. The Group entered into a number
of commodities swap contracts during the year
ended 31 December 2018 and 2017 to reduce the
commodities price risk. As at 31 December 2018, the
Group has outstanding commodities swap contracts
for LPG and oil products with aggregate notional
amounts of approximately USD6,460,000 (2017:
commodities swap contracts for LPG and oil products
with aggregate notional amounts of approximately
USD35,013,000) respectively. The details of these
derivative financial instruments are disclosed in note
44,

Sensitivity analysis

The sensitivity analysis below has been determined
based on the outstanding commodities swap
contracts as at 31 December 2018. If the prices
of LPG and oil had been 5% higher/lower, the
Group’s post-tax profit for the year would increase/
decrease by approximately HK$2,098,000 (2017:
HK$11,373,000) as a result of changes in fair value of
the commodities swap contracts.

36. REEARTERMBIRA(Z)

MERBREEARRBE(E)

mEmAE(E)

(1)
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL

INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Credit risk and impairment assessment

As at 31 December 2018, the Group’s maximum exposure
to credit risk which will cause a financial loss to the
Group due to failure to discharge an obligation by the
counterparties is arising from the carrying amount of the
respective recognised financial assets as stated in the
consolidated statement of financial position. The Group
does not hold any collateral or other credit enhancements
to cover its credit risks associated with its financial
assets, except that the credit risks associated with certain
loan advances are mitigated because they are secured
over a property and a cruise. The Group has significant
concentration risk on certain customers and the loan
advance to several entities.

Trade receivables arising from contracts with customers

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is
taken to recover overdue debts. Before accepting any new
customer, the Group uses an internal credit scoring system
to assess the potential customer’s credit quality and defines
credit limits by customer. Limits and scoring attributed to
customers are reviewed twice a year. Under HKAS 39,
impairment losses are made for irrecoverable amounts.
Upon the application of HKFRS 9 on 1 January 2018, the
Group applies simplified approach on trade receivables
to provide for ECL prescribed by HKFRS 9. To measure
the ECL, trade receivables are assessed individually for
credit-impaired debtors and for debtors with significant
balance by reference to past default experience and current
past due exposure of the debtor, and an analysis of the
debtors’ current financial position, and collectively using
a provision matrix for the remaining balances, which is
grouped based on shared credit risk characteristics and
the historical observed default rates adjusted for forward-
looking estimates that is available without undue costs or
effort. As part of the Group’s credit risk management, the
Group applies internal credit rating for its customers and
the average loss rates for the year ended 31 December
2018 ranged from 0.2% to 6.3%.

36.
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MERBREEARRBE(E)
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL 36. BFEABREERMBIAE)
INSTRUMENTS (Continued)

Financial risk management objectives and policies BERBEEEERBEZ)
(Continued)

Credit risk and impairment assessment (Continued) SEmBERREFGE(E)

As at 31 December 2018, the top ten largest trade MR2018F 12 A31H © H10fi & K f&
receivables amounted to approximately HK$3,304,385,000 I & 5 BR 3% 4 4 3,304,385,0007% JT
(2017: HK$2,680,604,000) and comprised around 71.1% (2017 : 2,680,604,0007 Jt ) {5 &
(2017: 76.0%) of the Group’s trade receivables. The SEMEWE ZERFRAT71.1% (2017 :
following table shows the analysis of the top ten largest 76.0%) ° TREATHI0UIEKRE SR
trade receivables by their business nature and location etc.: AR S RibE 2 54

Customers included in the top ten
individual largest trade receivables

BREETRENRABLEAERZER
% of the total trade
Number receivables Locations
L AEGRAEREAL HE
2018 2017 2018 2017 2018 and & 2017
Sales of LPG HERILR 4 4 314 28.1 PRC, Thailand,
HK and others
HE - RE - FEREM
Sales of oil products HEAm 5 5 33.7 4.7 PRC, Thailand,
HK and others
HE - RE FEREM
Sales of electronic products HEBTER 1 1 6.0 6.2 Thailand &

10 10 7.1 76.0
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL
INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Credit risk and impairment assessment (Continued)

Most of the customers of the Group are large wholesalers
or trading companies in the PRC, Thailand, Hong Kong or
overseas. The management of the Group considers that
the credit risk on amounts due from these customers is
insignificant after considering their historical settlement
records, credit qualities and financial position of the
counterparties.

Loan advances and deposits paid and other receivables

Before granting the loan advances, the management of
the Group has obtained an understanding to the credit
background of the debtors and undertaken an internal
credit approval process. The management of the Group
has taken into account the economic outlook of the
industries in which the debtors operate and reviewed
the recoverable amount of each loan receivable at the
end of the reporting period to ensure that adequate
impairment losses was recognised for irrecoverable debts.
The management closely monitored the subsequent
settlement of the individual loan and assessed impairment
with reference to fair value of the collateralised cruise and
residential properties located in Hong Kong. Also, the
management might request for highly liquid collaterals in
order to minimise the exposure of credit risk. In this regard,
the directors considered that the Group’s credit risk was
significantly reduced. During the year ended 31 December
2018, an additional impairment losses of HK$7,348,000
was recognised in the consolidated statement of profit or
loss and other comprehensive income.

BREARTERMBIA(E)

MERBREEARRBE(E)

ERBRR R EFE(E)

AEERENEFPR/TE  FEH - FE
KB HBESEHRA - AEBZE
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL
INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Credit risk and impairment assessment (Continued)
Amounts due from an associate and a joint venture

For amounts due from an associate and a joint venture, in
order to minimise the credit risk, the management of the
Group continuously monitors the settlement status and the
level of exposure to ensure that follow-up action is taken to
recover overdue debts. In the opinion of the management
of the Group, the risk of default by this counterparty is not
significant and the Group assessed that the 12m ECL on
these balances are insignificant upon the application of
HKFRS 9 on 1 January 2018 and 31 December 2018 and
thus no impairment loss was recognised.

Pledge Bank deposits and bank balances and cash

The Group mainly transacts with banks with high credit
ratings. The credit risk for pledged bank deposits and bank
balances as at 1 January 2018 and 31 December 2018
is considered as not material as such amount is placed
in reputable banks with high credit ratings assigned by
international credit-rating agencies. The Group assessed
12m ECL on these balances are by reference to probability
of default and loss given default by credit rating grades
published by international credit rating agencies and
concluded that the expected credit losses are insignificant
upon application of HKFRS 9 on 1 January 2018 and
31 December 2018 and thus no impairment loss has
recognised.

36. REEARTERMBIA(E)

MERREEARRBE(E)

ERBRR R EFE(E)
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL
INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Credit risk and impairment assessment (Continued)

The Group’s internal credit risk grading assessment
comprises the following categories:

Internal

credit rating Description

PR {5 B AT AR i

Low risk The counterparty has a low risk of default and
does not have any past-due amounts

Ve RHFENRRBIE - WEREEMEHSHE

Medium risk Debtor frequently repays after due dates but
usually settle in full

o B BEHEARFEIHRRER BEE2HER

High risk There have been significant increases in credit
risk since initial recognition through information
developed internally or external resources

= AR BB BAIAENEEIINBER - RN ERERIA
Ko EERBRBELM

Loss There is evidence indicating the asset is credit-
impaired

Eie ARBRAZEECREERE

Write-off There is evidence indicating that the debtor is in
severe financial difficulty and the Group has no
realistic prospect of recovery

i 34 BEEBRABBEARNTBAE - AEER BT E

A E RS

36. REEARTERMBIR(Z)

MERBREEARRBE(E)

ERBRR R EFE(E)

AEBZAMBEEFREESIATER

Trade receivables/
loan receivables

B RAER
TR U 5 2

Lifetime ECL —
not credit-impaired
FERBEEEHE -
FEERE

Lifetime ECL —
not credit-impaired
FEEPEEESE —
FEERME

Lifetime ECL —
not credit-impaired

FEBHEEES -
FEERE
Lifetime ECL —
credit-impaired
FERBEEER —
EERE

Amount is written off

EMHEER

Other financial
assets/other items
HtMBEE
Ht|HE

12m ECL

12 AEHEREER

12m ECL
12 A AR EEBE
Lifetime ECL —

not credit-impaired

FEBBMEEER —
FEERE
Lifetime ECL —
credit-impaired
FERBEEER —
EERE

Amount is written off

EMHEER
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL 36. EFXEARETERMBIAE)
INSTRUMENTS (Continued)
Financial risk management objectives and policies MEREEEEERBE(Z)
(Continued)
Credit risk and impairment assessment (Continued) 5EmMER B EFEG(E)
The tables below detail the credit risk exposures of TR AEE W BEERBBEE
the Group’s financial assets, which are subject to ECL EEEIETNTEYE 2 EERE :
assessment:
External Internal Gross
credit credit carrying
rating rating 12m or lifetime ECL amount
12@BRRFERMERER RE&E
Notes HK$°000
Wizt TET
Financial assets at
amortised cost
i ol 4
RBEE
Trade receivables — 24 — (Note 1) Lifetime ECL (not credit impaired and assessed
oods and services (Hit1) individually) \ X
ERE SRR — FERBEEBRCGHERERERTME)
i R IR — High risk 318,348
- 2Rk
— Medium risk 118,203
— HEk
— Low risk 4,313,062
— EREpE
4,749,613
24 — (Note 1) Lifetime ECL (not credit impaired and assessed in 6,648
(Hizt1) provision matrix)
FERAEEBRCGHEERNER AR EERTHE)
24 — (Note 1) Credit impaired 27,000
(Wat1) RERE
Loan advances 24 — (Note 2) 12m ECL (not credit |mpa|red and assessed individually) 76,267
-§: (Wi2) 121 AEBEEERGHEERERER )
24 — (Note 2)  Credit impaired 48,487
(Hizt2)
Deposits paid and other 22 and 24 — (Note 2) 12m ECL (not credit impaired and assessed individually) 278,300
receivables 22f% 24 (fritz)  12{8 ABEBEEERGHEERERERFTME)
BERE Rk E KR
Amounts due from an 25 — (Note 2) 12m ECL (not credit impaired and assessed individually) 12,857
associate and a joint (Hizt2) 121Iﬂfﬁﬁﬂf‘éf&ﬁﬁ(#1“5/&@&1.%”%16)
venture
A S EARR K
RELENA
Pled%gd bank deposits 27  Aatl - 12m ECL (nol credit impaired and assessed individually) 243,093
BRRITER 1218 AR EEEER G ERERERIFRE)
Bank balances and cash 27  Aalto — 12m ECL (not credit impaired and assessed individually) 2,295,797

RIIEHRLAS Baal 12 ARBEEERCHERRERERFE)
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL
INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Credit risk (Continued)

Notes:

1. For trade receivables, the Group has applied the simplified
approach in HKFRS 9 to measure the loss allowance
at lifetime ECL. Except for receivables with significant
outstanding balances or credit-impaired, the Group
determines the expected credit losses on these items
grouped by internal credit rating and past due status.

2. For loan advances, deposits paid and other receivables,
amounts due from an associate and a joint venture, pledged
bank deposits and bank balances and cash, except for
balances are credit-impaired, the Group has applied the
12m ECL, unless when there has been a significant increase
in credit risk since initial recognition, the Group recognises
lifetime ECL.

The estimated loss rates are estimated based on historical
credit loss experience of the debtors and are adjusted for
forward-looking information (for example, the economics
growth rates which reflect the general economic conditions
of the industry in which the debtors operate) that is
available without undue cost or effort. Such forward-looking
information is used by the management of the Group to
assess both the current as well as the forecast direction of
conditions at the reporting date. The internal credit rating
categories are regularly reviewed by the management of the
Group to ensure relevant information about specific debtors
is updated.

For loan receivables, the management of the Group
makes individual assessment on the recoverability of loan
advances to independent third parties based on historical
settlement records, any cash flows that are expected from
the realisation of the collateral and also forward-looking
information starting from 1 January 2018 and 31 December
2018.

36. REEARTERMBIR(Z)

MERBREEARRBE(E)

ERmAE(E)
Wizt

1. HREKESEFME  AKECEMR
BB P BEIRE LR 9 R AL TR
EFERBAEEERZEBERER B
BEARRERZEHESRAERER
EMEKRERIN - AEBREAE
SR NBHREAEEZEEHE Z
EHEERE -

2. BER BENREREMEWRFR -
W — KB ERRRE - B —RE
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EBREkBEEME  BREGEREZE
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FERRERRBBEIEN)

AETBERRTIZBRES ANELERE
BRERMGE - WAREEERHELFE
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL 36. BFEABREERMBIAE)
INSTRUMENTS (Continued)

Financial risk management objectives and policies BERBEEEERBEZ)
(Continued)

Credit risk (Continued) EEmEE)

The following table shows the movement in lifetime ECL T%EE/TVFE?F%{Kﬁifﬁﬁﬁ? E’]FEJ%ZEI
that has been recognised for trade receivables under the R GEBREEEESE

simplified approach.

Lifetime ECL Lifetime ECL

(not credit- (credit-
impaired) impaired) Total
FHETEH FHETEER
EEBE EEEE
GEEERE) (EERE) BE
HK$’000 HK$’000 HK$’000
FEIT FEIT FEIT
As at 31 December 2017, under ZFBE BS54 39
HKAS 39 % - HE2017F 12 A
31 H — 27,000 27,000
Adjustment upon application of FEFREB I IBREER|FE
HKFRS 9 QRIE TR 10,000 — 10,000
As at 1 January 2018, as HZE2018F1 A1 8 -
restated =5 10,000 27,000 37,000
Changes due to financial EEZ=1A1BERZH
instruments recognised as at BT HE 2o
1 January:
— Impairment losses reversed  — JF{EEEED (9,832) — (9,832)
New financial assets originated &1 54 & R #E R 29,832 = 29,832

As at 31 December 2018 HZE2018%F 12 A31 H 30,000 27,000 57,000
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL 36.

INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Credit risk (Continued)
The following table shows the reconciliation of loss

allowance that has been recognised for loan advances,
deposits paid and other receivables.

BREARTERMBIA(E)

MERBREEARRBE(E)

ERmAE(E)

TRETEXR  ENRE MEMEKRE
RZEHERBRERZHER -

Lifetime ECL
(not credit- (credit-
12m ECL impaired) impaired) Total
17 & T8 A
12 1@ A
TE HA (GEEE BEEERE
EEBE BE) (EERME) &t
HK$'000 HK$'000 HK$’000 HK$'000
FET FET FET FET
As at 31 December 2017, REBBEB G LERIE 39
under HKAS 39 5% HZ=2017F 12 A
31 H = = = =
Adjustment upon application [f&RZE B M SRS LR E
of HKFRS 9 QSR IE TR 4,165 25,835 — 30,000
As at 1 January 2018, as HZE2018%F1A1H &
restated 7] 4,165 25,835 — 30,000
Changes due to financial EHZE1A1BERZH
instruments recognised as TR 2%
at 1 January:
— Transfer to credit — BBREEERE
impaired - (25,835) 25,835 =
— Impairment losses — BERRREEIE
recognised 7,348 — 22,652 30,000
As at 31 December 2018 #HZE2018F12 31 H 11,518 — 48,487 60,000

Loan advances with a gross amount of HK$48,487,000
has been identified as credit-impaired financial assets
following a significant financial difficulty of counterparties.
During the year ended 31 December 2018, an additional
impairment losses of HK$22,652,000 was recognised
in the consolidated statement of profit or loss and other
comprehensive income.

During the year ended 31 December 2018, the Group
reversed HK$9,832,000 impairment losses for trade
receivables due to the settlement from trade debtors.

ARZEHTEEAUBERE  EFF 2
48,487,000 B L HER BEERE - HE
2018 F 12 A1 HIEFER » R&r& 18
N B 2 TE W R 5k R RE R R AN R E S
822,652,000 7T, ©

N & E2018F12HA31H Ik F E -
HREKREEKERERAEEE HE [
9,832,000 /8 T fEWE 5 SR REEE °
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL

INSTRUMENTS (Continued)

Financial risk management objectives and policies
(Continued)

Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows. The management monitors the utilisation of bank
borrowings and ensures compliance with loan covenants.

As at 31 December 2018, the Group has undrawn
short term borrowing facilities amounting to
approximately HK$6,032,415,000 (2017: approximately
HK$7,133,084,000).

The following table details the Group’s remaining
contractual maturity for its non-derivative financial liabilities.
The table has been drawn up based on the undiscounted
cash flows of financial liabilities based on the earliest date
on which the Group can be required to pay. The table
includes both interest and principal cash flows. To the
extent that interest flows are floating rate, the undiscounted
amount is derive from interest rate carries at the end of the
reporting period.

In addition, the following table details the Group’s liquidity
analysis for its derivative financial instruments. The table
has been drawn up based on the undiscounted contractual
net cash (inflows) outflows on derivative instruments that
settle on a net basis. When the amount payable is not fixed,
the amount disclosed has been determined by reference to
the projected interest rates as illustrated by the yield curves
existing at the end of the reporting period. The liquidity
analysis for the Group’s derivative financial instruments
are prepared based on the contractual maturities as the
management consider that the contractual maturities are
essential for an understanding of the timing of the cash
flows of derivatives.

36.

REARTERMBIA(E)

MERBREEARRBE(E)

bid kg

EEBRRDES AL  NEBEIEN
RETEEREBRHZHERERE S
BEIEE  UWARKBE XK ERE
BT HEHESRERD o FE - B8
[BEEIRIRITIE R 2 (FE BN R R E ST
BFRERA] ©

MR20184F 12 A31 H » KEE Z KIZER
EHIE R 1E B4 A6,032,415,00078 7T
(2017 : #)47,133,084,000787T) °

TRANANEEFTEMBREZIHT
BRHZBEABR - TRIDERAKER
AEEVMBREZZF AR ZAITRE
EREMBRE - TREFBMNERAEZ
BERE - WANERERNFEFRET
 RIRREIR S BIA 2 AR ZF = 1

0 4o

BESN s TRAIIAREOTAEMB LA L
RBEENN - ZREREBENFES
BZTETARBBAAORERFE
(RA)RHEREL - & RNRIELIEEE
B AIRBESRE2ERNE2RPIR 2K
SR ER BRI ERET - AEE
TEMBTAZRBES AN HIZES
HWEMARS  REAREEERREL
NP HERITETACRERECK
MEHEEE -
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL 36. BFEABREERMBIAE)
INSTRUMENTS (Continued)

Financial risk management objectives and policies BERBEEEERBEZ)
(Continued)
Liquidity risk (Continued) RBELRE(E)
Liquidity risk table B E 2 /E
Weighted Carrying
average Total amount at
effective undiscounted 31 December
interest rate ithi 2 years to cash flows 2018
miEFy 5 years SRME  R2018%E12A
ERFE Y 2EE5E ReRE S1AZEEE
% HK$’000 HK$'000 HK$°000 HK$’000 HK$°000
% FET FET FET FET FET
2018 2018
Non-derivative financial FITENH AR
liabilities
Trade payables B - 858,439 - - 858,439 858,439
Other creditors R - 328,646 - - 328,646 328,646
Amount due to an ﬁ FHE AR
associate B - 14,530 - - 14,530 14,530
Amount due to a joint J*ﬁ FaELEL
venture B - 8,674 - - 8,674 8,674
Fixed interest rates s E AR
borrowings 3.87 459,353 - - 459,353 457,274
Variable interest rate FEER
borrowings 5.38 4,484,935 1,252,173 1,331,156 7,068,264 6,716,097

6,154,577 1,252,173 1,331,156 8,737,906 8,383,660

Derivatives — net settlement  $14 T2 — £EFE

Commodities swaps [l oyl

contracts outflow - 2,437 - - 2,437 2,437
Non-deliverable cross RERNEEH

currency interest swap EisBAH(RA)

contracts (inflow) it

outflow - (1,651) (549) 396 (1,804) (1,804)
Foreign exchange option ~ SMEHIEA A7,

contracts outflow - 2,364 1,188 = 3,552 3,552
Interest rate cap contract ~ FIE ERAARA

inflows = (816) (611) - (1,427) (1,427)
Foreign exchange range NEGERHEZS

forward rates contract Eopiols

outflow - 2,268 - - 2,268 2,268
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL
INSTRUMENTS (Continued)

36. EXEBEEERMEITRE)

Financial risk management objectives and policies BERBEEEERBEZ)
(Continued)
Liquidity risk (Continued) RBELRE(E)

Liquidity risk table (Continued) B E R K (E)

Weighted Carrying
average Total amount at
effective undiscounted 31 December

interest rate Within Over 2 years to cash flows 2017
MEFS 1 year 1 year 5 years BREH  R2017E127
ERfI= 18R 16 E 2EE5E BehE S1AZGAE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% FET 5T TAT FET FET
2017 2017
Non-derivative financial FTERKaE
liabilities
Trade payables FEREER - 1,285,526 - - 1,285,526 1,285,526
Other creditors EfuERER - 364,602 - - 364,602 364,602
Amount due to a joint J‘ﬁ‘ﬁ FAELEL
venture FE - 3,096 - - 3,096 3,096
Fixed interest rates EE\%?A
borrowings 2.94 420,149 - - 420,149 418,192
Variable interest rate FEER
borrowings 4.26 3,634,866 483,970 976,849 5,005,685 4,929,194
5,708,239 483,970 976,849 7,169,058 7,000,610
Derivatives — net settlement  $14TE — £EFE
Commodities swaps BREHLORA
contracts inflow - (390) - - (390) (390)
Non-deliverable cross FURER NEBH
currency interest swap TN
contracts inflow - (2,468) (2,468) (1,848) (6,784) (6,784)
Foreign exchange option ~ SNEHIEA 417
contracts outflow - 23 - - 23 23
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36. CAPITAL RISK MANAGEMENT AND FINANCIAL

37.

INSTRUMENTS (Continued)
Fair value

The fair value of financial assets and financial liabilities
(excluding derivative instruments) is determined in
accordance with generally accepted pricing models based
on discounted cash flow analysis and or dealer quotes for
similar instruments.

o the fair values of financial assets with standard terms
and conditions and traded on active liquid markets
are determined with reference to quoted market bid
prices; and

° the fair value of derivative financial instruments
is made of discounted cash flow analysis using
the applicable yield curve for the duration of the
instruments for non-optional derivatives, and option
pricing models for optional derivatives.

The directors consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost in
the consolidated financial statements approximate their fair
values.

The details of fair value measurements of financial
instruments that are measured at fair value on a recurring
basis are further set out in note 46.

RECONCILIATION OF LIABILITIES ARISING
FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities
arising from financing activities, including both cash
and non-cash changes. Liabilities arising from financing
activities are those for which cash flows were, or future
cash flows will be, classified in the Group’s consolidated
statement of cash flows as cash flows from financing
activities.

36.

37.

BREARTERMBIA(E)

AFE

MBEERVBABZRAFECTET
BRI TR RBESRED T LKE
BTARRBERBEARECERAE

TE °

o RIREFRRRKHLNERRET
BEBECMBEEL AT EREMR
BHEEEMEE - &

s DAEMBIARATENERRERR
TR USFRESTA T A2 HiRE
Bz W R R E - MADENTE
TRAAREEERNGFE -

EEAR/NEAMBHRRPIREHERAN
R BEERM B AR REESR
HRFERE -

BREEFUEERUAXNTFEAEZHBITA
ZAVEFFEFITE—FENHEE46

METHELEZARYER

TRATEEREEDEEY BERD
HiE - AERSRERLED - MES
PELZAENARSRERE KRS
RERAEEGARERERSE AR
BEDHSRE -
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37. RECONCILIATION OF LIABILITIES ARISING
FROM FINANCING ACTIVITIES (Continued)

Reconciliation of liabilities arising from financing
activities

—FC NS N3

37. MREADEEZCARYBIERGE)

METDHELEZARBIR

Interest

payable

(included in

Borrowings other payable)

BEEFR

(BIEERM

&R B RER)
HK$’000 HK$’000 HK$’000
FET TFET FET
At 1 January 2018 201841 A1 R 5,347,386 10,943 5,358,329
Financing cash flows BMER SR 1,825,985 (282,801) 1,543,184

Non-cash changes HH L)

Interest expense BT H - 284,525 284,525
At 31 December 2018 M2018F 12 H31 H 7,173,371 12,667 7,186,038

Interest

payable

(included in
Borrowings  other payable) Total

e FILE

(BIEEHEAM
& JERTRIEH ) &t
HK$’000 HK$’000 HK$’000
FEIT FEIT FEIT
At 1 January 2017 M2017F1 H1H 4,292,541 9,256 4,301,797
Financing cash flows BB IR SR 1,053,966 (197,063) 856,903

Non-cash changes 3y

Foreign currency translation INEEHE 879 — 879
Interest expense B H — 198,750 198,750
At 31 December 2017 MR2017F 12 431 H 5,347,386 10,9483 5,358,329
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38. CONTINGENT LIABILITIES

The Group had no significant contingent liabilities at 31
December 2018 and 2017.

39. LEASE COMMITMENTS
The Group as lessee
At the end of the reporting period, the Group had
commitments for future minimum lease payments under

non-cancellable operating leases for offices, oil vessels and
leasehold land which fall due as follows:

38. BARAMR

MR20184F K20174 12 A31H » K&
B ESRFAREE -

39. HEXiE
FREESEEA
RERPR  AEERBETAIHHELE

MaE  amkEETHEOAINZ
BR&LHESE  BIBBEMT

2018 2017

HK$’000 HK$’000

FET FHET

Within one year —&F R 76,902 31,389
In the second to fifth year inclusive F_ERFN(BIEERMTE) 111,724 72,123
Over five years HBiEAF 77,748 95,648
266,374 199,160

As at 31 December 2018, rentals are fixed for an average
of 5 years (2017: 6 years).

The Group as lessor
At the end of the reporting period, the Group had

contracted for the following future minimum lease payments
for the oil vessels and warehouses.

MR2018E 12 A31H  HEEFEH TS
ABB5E(2017 : 6E)

FREMESHAA

RBEEHR - AKEERATEMERE
Bz BEKRIEEZHETA

2018 2017

HK$’000 HK$’000

F#ET FET

Within one year —FR 20,911 10,604
In the second to fifth year inclusive EF_ERFRN(BREEEMRE) 23,272 21,477
Over five years BEAF 450 1,050
44,633 33,131
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40. CAPITAL COMMITMENTS

40. BHKiE

2018 2017

HK$’000 HK$’000
FETT FET
Capital expenditure contracted for but BRI ARE « # 25 KA A
not provided in the consolidated B RTAE R ARG B 15 3%
financial statements in respect of Bz EARREX
purchase of gas plant and machinery
and oil vessels 260,279 368,803
Capital expenditure authorised for but B REUEIRETE B B B ER#E
not contracted and provided in the BRI R ARG A TSR
consolidated financial statements in BB ERAZ
respect of acquisition of investment
projects 150,881 215,386
41. RETIREMENT BENEFITS PLANS 41. BHFFEFIETER

The Group operates a Mandatory Provident Fund Scheme
for all qualifying employees in Hong Kong. The assets of
the schemes are held separately from those of the Group,
in funds under the control of trustees. The Group and each
employee employed in Hong Kong are required to make
a contribution of 5% on the employees’ monthly relevant
income with a maximum monthly contribution of HK$1,500
per person from June 2014 onward.

The employees of the Group’s subsidiaries in the PRC are
members of state-managed retirement benefits scheme
operated by the PRC government. The subsidiaries are
required to contribute fixed percentage of payroll costs to
the retirement benefits scheme to fund the benefits. The
only obligation of the Group with respect to the retirement
benefits scheme is to make the specified contributions.

As prescribed by the Central Provident Fund (“CPF”)
Board of Singapore, the Group’s employees employed
in Singapore who are Singapore Citizens or Permanent
Residents are required to join the CPF scheme. From 1
January 2017 onwards, the Group’s contribution rates
of the eligible employees’ salaries remain the same, with
each employee’s qualifying salary capped at SGD$6,000
(equivalent to approximately HK$35,000) per month.

REBAEERBBZE2BAERREER
BatlE TESE - B EER
AEBEESFHFNE  HEEANES
S - AEERREABERZEA
EEEBRIEEEGBWAZ5%ER
- B2014F6 A2 B AEKLER
DRIAEA1,500/87T °

AEERTEMBRARZEESNTE
BN EEZRKREHGE - ZFWEBQ
AR B K AR KB T BIA TEK A 2
(B 7E b B R o AN 5% B SR AR A 5T 81
ZHE—BEREHIEEHK -

ZRFIMEAES([AELFTE]) BH
E o AEBRFMNEERCEES AN
MFEARSKAEER » MBLREATRE
£58 - A2017F1 A1 A5E
BEEREEBER ZEHRRIFTE
UEREBAEWREE LR AESE A 6,000
hn3k 7T (14 49 35,0008 L) ©
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42. RELATED PARTY TRANSACTIONS

NewOcean Energy Holdings Limited #1882 REBHER Q5

42.

Other than the related party transactions as set out in

notes 25 and 30, saved as disclosed

elsewhere in the

consolidated financial statements, the Group entered into
the following transactions with related parties during the

year:

Notes to the Consolidated Financial Statements

= A\ H =3
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For the year ended 31 December 2018
EE 20184 12 31 HI-FZE

REALRZS

BRME25 RIOFME CBAEALRZ N
e BHRREMMAAREEN K
SERNFREBEATET RS :

2018 2017

Sales to joint ventures
Purchase from an associate
Rental expenses paid to a joint venture

Rental expenses paid to Shum Ho, Neo
(Note 1)

Rental expenses paid to a related party
(Note 2)

Management charges paid to an
associate

Transportation fee received from an
associate

Transportation fee received from a joint
venture

Sales to an associate

Engineering income received from a joint
venture

AShEHEE

A — R A RIEREE
A—REECEIFzAS
353
mEEST N ZBEERAY
(K1)
m—RAE 5 T2 e
(Bi#t2)
A—RBLARINERE

REtE QR ECER =

m—=x
H—REELEKRRZEHE
m—REE RN RIHE
M—RELLEWRTREKA

HK$°000 HK$'000
TFET TFET
19,539 23,268

306,118 -
1,188 —
4,776 4,776
2,256 —
2,002 =
2,145 424

317 17
533 1,505
94 -

Notes:

1. Shum Ho, Neo is the employee of the

group and also the

son of Shum Siu Hung and Tong Shiu Ming. Shum Siu
Hung is the executive director of the Company. On 19
December 2016, Sound Management entered into an office
tenancy agreement with Ever Lucky Limited (“Ever Lucky”), a
company incorporated in Hong Kong and wholly owned by
Shum Ho, Neo, to extend the existing leasing agreement for
the use of office premises owned by Ever Lucky located on
23rd Floor, The Sun’s Group Centre, 200 Gloucester Road,
Wanchai, Hong Kong at HK$398,000 per calendar month
for a period of one year commencing on 1 January 2017.
On 19 December 2017, Sound Management and Ever Lucky
entered into another office tenancy agreements to extend
the rental period for one year to 31 December 2018. The
details of the transactions were set out in the announcement
issued by the Company on 19 December 2017.

1.

BERAEEZEENYAZSDERE
NBZF o BOWARNDNRZMITE
F o R2016F 12 A19H * AR A Z
2EWNBRARNEEEREERA A
(FMEEREEBEXNI KBS ESR
EEazERAERAR(ERDET
A EFA - LA A 398,000 T &
HBEREES  MREBETE LT
E200 RIMIREBEP L 23E L PWAE
Y o AR EI N 201751 A1 8 #£ 5
BHA1E - R2017FE12 8198 © #
HEBREERENASTHY £
ZPWNANE—FE2018F12H31H »
ZERGZHBEHI R AR AR
201712 A19 BB Z AER
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42. RELATED PARTY TRANSACTIONS (Continued)

Notes: (Continued)

42. MEANLRZ(E)

Hiat - (&)

2. On 2 November 2018, Baifuyang Macao Commercial
Offshore Limited, a wholly owned subsidiary of the
Company, entered into a bareboat chartered agreement
with Link Harvest Enterprise Limited (“Link Harvest”) for the
lease of a very large crude carrier at the monthly rate of hire
of US$290,000 (equivalent to approximately HK$2,256,000
per month) for a term of 36 months commencing from 1
December 2018. The controlling shareholder of Link Harvest
is Shum Chun, Lawrence who is the managing director and
substantial shareholder of the Company. The details of the
transactions were set out in the announcement issued by the
Company on 2 November 2018.

The rental expenses paid to Shum Ho, Neo are subjected
to reporting and announcement under Chapter 14A of the
Listing Rule, the remaining transactions disclosed in this
note and notes 25 and 30 are connected transactions
of the Company under Chapter 14A of the Listing Rules,
but are exempted from reporting, announcement, and
shareholders approval requirements under Listing Rules.

Compensation of key management personnel

The directors of the Company consider that the directors
are the key management of the Group, whose emoluments
have been disclosed in note 11.

The remuneration of directors and key executives is
determined by the remuneration committee having regard
to the performance of individuals and market trends.

2.

R2018F 11 A2H "R Flz& &
MBARE S FRMBEFEERSEE
RARELLRLEEGR A AL
AR DRAE—EER GG UE
A M £290,000% t(lHER S A A
% #72,256,0008 7T ) 7] ML KA E 1
% MEIAR2018F 12 A1 BiB5T A
HIGBME A - L LA 2 I ERE A S
BEARRRIZESHKERFER
H) o ZBERXRSZHBEHIRARF
R20185F 11 A2 HTIB 2 AER -

SNFEEZEE B TIRE LR
FUABZHHRERE - AR EHNE &
R P LW E25 R30WEBARARE
FHRRABMATETOBERS @
BHeE T EMRAUNBATZHE  AF
NSRBI E -

FEEEARZERM

ARREZERREZR/AKEZTES
BAE HMESCRME 11 AKE -

EENERTBABZFHAEFTMHES
SRBEAARRRTSBEETE °
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43. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF

43. FLRFZERME L2 FIFS

THE COMPANY

Particulars of the Company’s principal subsidiaries at 31
December 2018 and 2017 are as follows:

2

Name of subsidiary

HEARER

Place of
incorporation/
registration/
operation
eI/
it/ EEnY

Issued and

fully paid up
share capital/
registered capital
ERTRER
ks/BREs

Class of
share held

kA

KA A R20184F & 2017412 A31 H
ZETEWBATEBNOT:

Proportion of nominal
value of issued/
registered capital held
by the Company
FLRARBERT/
EREFEELA

2018 2017

Principal activities

ERRE

Baifuyang Macao Commercial Offshore ~ Macao Ordinary Macao dollar 100,000 100 100 Sales and distribution of LPG, oil
Limited and electronic products
AR RPEREEREERAR A LRk 100,000 27 BERAHRLR  BERETER
Fruto International Macao Commercial Macao Ordinary Macao dollar 100,000 100 100 Sales and distribution of LPG
Offshore Limited
ES R AR R E AR AT il Lk 100,000 27 HERDHRIR
Lianxin Energy Development Company ~ PRC' Registered capital RMB486,500,000 100 100 Sales and distribution of LPG
Limited
B RERERAR RE' AER A 486,500,0007C HERDERLR
NewQcean Petroleum Company Limited BV Ordinary USD1 100 100 Sales and distribution of il products
MERRERAR ZBRYS sk 157 HERAHAm
Sound Agents Limited (“Sound Agents”) ~ Hong Kong Ordinary HK$2 100 100 Sales and distribution of LPG and
(note 1) selling of oil products
MERBABRLAA(GEREBA Wit 1) &% Lk QBT HERAHRIRRHE Am
A RRE) BB A PRC? Registered capital USD99,150,000 100 100 Sales and distrioution of LPG
hE’ AMER 99,150,000 %0 HERDERILR
HEwR(ME)ARAT PRC’ Registered capital U3D107,670,000 100 100 Sales and distrioution of LPG
hE’ e 107,670000% 70 HERDHRIA
BEAERRE (58 BRAT PRC? Registered capital RMB79,182,085 79.2 79.2 Sales and distrioution of ofl products
hE’ iER AR¥79,182,0857 HERAHAR
NewOcean Fuel (Singapore) Pte. Ltd. Singapore Ordinary Singapore Dollars 415 475 Sales and distribution of oil products
(“NewOcean Fuel") (note 2) 4,109,589
NewOcean Fuel (Singapore) Pte. Ltd. 115 Lk 4,109,589 3 T HERAHBM

([NewOcean Fuell) (#7:£2)

Domestic — Invested enterprise
Wholly-owned foreign enterprises
Sino-foreign equity enterprise

! NEREDRE
‘ 2EIEDZE
¢ HINE BB
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43. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF 43. ERFZEEZMBAFHE &)

THE COMPANY (Continued)
Note:

1. Sound Agents is indirectly held by the Company through
the declarations of trust executed by Shum Chun, Lawrence
who is holding 50% interest in Sound Agents. The remaining
interest in Sound Agents is indirectly held by the Company.

2. 60% of the interest in NewOcean Fuel is owned by Keen
Luck Ventues Limited (“Keen Luck”) and 79.2% of the
interest in Keen Luck is owned by Sound Hong Kong Limited
(“Sound HK”). Sound HK is a wholly owned subsidiary of the
Company.

The above principal subsidiaries are owned indirectly by the
Company.

None of the subsidiaries had any debt securities
outstanding at the end of the year or at any time during the
year.

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results or assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in
particulars of excessive length.

In the opinion of the directors, the Group has no material
non-controlling interests and the summarised financial
information about these subsidiaries is not disclosed.

Hiiz -

1. HMBREANBEHZSERI L ZETE
REBARARERE - ZBRHAH
BRIEAZ50% e - #ERIEAR
THRERAARRRRERE -

2. NewOcean Fuel &) 60% # 5 i 122 Al
KRERAR(TRELRDIFEE  BE
A T79.2% EEHITEBEBERA
A([FHBBEBNEE - FEBTBAEDN
AREEBRBNKIBAR °

FRERFEMNBRARSBARAIEEE
EO

& BB 2 B I A R S o] 5 PR 450
ERREEEHKES

LREIEERREIBFEAEEXE
FEEZARFIMBAR - EFR QT
HEMHBAR 2 EMEENTTE -

EERA AEEYES KIFEHE
@ BYERBENBRARZHBER
BERELRE -
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44. DERIVATIVE FINANCIAL INSTRUMENTS 44. GTEMRBEIR

Derivatives financial

instruments
FTEMBIR
Assets Liabilities
oiE aff
HK$’000 HK$’000
FAET FRET
2018 2018
Current M ED
Commodities swaps contracts I miR B G %Y 392 2,829
Non-deliverable cross currency interest 7N A 22 21|35 X 65 # Rl 2R 3= Hf
swap contracts &4 3,067 1,263
Foreign exchange option contracts SN ERRES 4 = 3,552
Foreign exchange range forward HNEEEIRERE A = 2,268
Interest rate cap FZE LR 1,427 -
4,886 9,912
Derivatives financial
instruments
PTEBBIA
Assets Liabilities
HK$'000 HK$’000
FEIT FET
2017 2017
Current D
Commodities swaps contracts P miR BG4 7,745 7,355
Non-deliverable cross currency interest  ~NAJ &2 238 X & i | &
swap contracts HHEE L 6,784 =
Foreign exchange option contracts HSNEERRE S A 483 506

15,012 7,861
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44. DERIVATIVE FINANCIAL INSTRUMENTS 44. GTIEMBIR(Z)
(Continued)
Major terms of the derivative financial instruments are MTEMBITAZz XFZEFBmaT

summarised as follows:

A. Commodities swaps contracts — net settlement A. BREHeH — &HEHE
Notional amount Period Prices
zEen Hir =
2018
LPG #{t&
USD6,460,000 January 2019 Sell at price ranging from USD460 to USD470
6,460,000 7T 20194 1 A M J460.00 £ T E 470.00F T Z BIKHE
Notional amount Period Prices
£t 34 KR =K
2017
Oil products #if
USD26,780,250 January 2018 Sell at price ranging from USD331.75 to
USD368.50
26,780,250 3= 7T 20184 1 A I 331.75F L E 368.50F L Z BIKHE
LPG it
USD8,233,000 January 2018 to Buy/Sell at price ranging from USD388.00 to
February 2018 USD600.00
8,233,000 % 7T 20184 1 AZE20184F 11T 388.00ELE600.00E TZEREAHE

2R
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44. DERIVATIVE FINANCIAL INSTRUMENTS 44. GTEMBIR(Z)
(Continued)
B. Non-deliverable cross currency interest swap — B. AATEHENERFEHBEH
net settlement - BHEHBH
Notional amount Period Rates
RN HiR Ex
2018
USD200,500,000 5 January 2018 to 31 HK$ to USD ranging from 7.80 to 7.83

May 2022
Floating rate of 1 month LIBOR + 3.50% to 1
month HIBOR + 2.99% or 1 month HIBOR +
3.65% or 1 month HIBOR + 3.70%
200,500,000 3T 2018F 1 A5HE BILHETN T 7.80E7.83
20225 HA31H
FENFIE 1 (B A fmBERITR 572 +3.50% £ 118
RAEBIRITRIZERE +2.99% =k 1 @ A &ERT
FZEHF B +3.65% 3k 1 8l A BB RITEZERF L

+3.70%
Notional amount Period Rates
ZReH HiR EF
2017
USD155,500,000 21 March 2019 to 1 HK$ to USD ranging from 7.7677 to 7.8000
September 2020
Floating rate of 1 month LIBOR to 1 month
HIBOR + 3.56% or fixed rate of 5.07%
155,500,000 375 20193 A21 HE BILHETLN T 7.7677 2= 7.8000

20209 A1 H
FEAEAEARBEBTRERSEE1EABTERE
1TRIZEH B +3.56% K [E FEFE5.07%
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EE 20184 12 31 HI-FZE
44. DERIVATIVE FINANCIAL INSTRUMENTS 44. GTIEMBIR(Z)
(Continued)
C. Foreign exchange option — net settlement C. HrsHIE — BRHEBHE
Notional amount Period Exchange rates
ZREH HiR E
2018
USD140,000,000 25 June 2018 to 27 USD to HK$ at rates of 7.75
June 2020
140,000,000 %7 20186 H25HE ETHABTEXRT.75
20204 6 A 27 H
Notional amount Period Exchange rates
ZBEHE R E %
2017
USD11,825,565.80 16 November 2018 USD to RMB at rates ranging from 6.7264 to
6.7564
11,825,565.80 7T 20184 11 A16 A ETHARKERTF6.7264 £ 6.7564
D. Foreign exchange range forward rates — net D. jMEEEHSH — EHEHE
settlement
Notional amount Period Exchange rates
BBEH HARY B
2018
usDb20,000,000 9 October 2018 to 9  USD to RMB at rates ranging from 6.9470 to
October 2019 6.9520
20,000,000 % 7T 2018F 10 A9HZE EITH ANREEETF6.9470 £ 6.9520
2019 10 A9 H
E. Interest rate ca
P E. #IFELR
Notional amount Period Interest rates
ZEEH RARY E %
2018
USD120,000,000 1 September 2020 Interest rate cap at 2.65%

120,000,000 % 7T 20209 H1H H= PR 2.65%
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EE 20184 12 31 HI-FZE

45. FINANCIAL ASSETS AND FINANCIAL
LIABILITIES SUBJECT TO OFFSETTING
AGREEMENTS

45.

The Group has entered certain derivative transactions
that are covered by the International Swaps and
Derivatives Association Master Netting Agreements (“ISDA
Agreements”) signed with various banks. These derivative
instruments are not offset in the consolidated statement
of financial position as the ISDA Agreements are in place
with a right of set off only in the event of default, insolvency
or bankruptcy so that the Group currently has no legally
enforceable right to set off the recognised amounts.

During the year ended 31 December 2017, the Company
enters an arrangement with a bank to borrow an amount
of approximately HK$671,414,000, which was secured
by same amount of deposits placed at the same bank.
As at 31 December 2018, there is no financial assets and
financial liabilities subjected to offsetting agreements.

Financial assets subject to offsetting, enforceable master
netting arrangement and similar arrangements.

As at 31 December 2018

Gross
amounts of

recognised
financial
assets

=1 |4
MERERR
HK$’000
F#ET

Derivative financial assets  $T4 M E & E 2,654

TEMERERMBARZENRR
BE

AEBEE TRITRE TEERRAR
METAEREzEFRBA(ERE
WENTETABEHBZDREZITE
X5 WEFETETARGEMBARREK
M EAEEE  ARERERARITET
B ghael B RRNED  EHE
BREAZMRT - T BREMEEE - &
AEERETEEIFE LA TRITZE
A - AEHEER S -

R2017F12 A31 BILFER » ArE
IR1TZBE#I671,414,00078 7T 2 f& 2
REBEmAEZERERGR BT -
MR2018F 12 A1 BIEFENRN > WES
MU BEEEMY A EZIRETHE -

MBEEZERBELY  AIRTEFER
BER AL LB

EiFE2018F 12531 H

Gross
amounts of
recognised

financial
liabilities
set off in the
consolidated
statement of

Net

amounts of
financial
assets
presented

in the
consolidated
statement of

financial financial
position position
RiFEMH
RiAFxPEHEYE RIESHBRR
ERREME HRHETOME
AfREH HEEH
HK$’000 HK$’000
TETT TFET
- 2,654
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EE20184F 12 A31 HIFFE
45. FINANCIAL ASSETS AND FINANCIAL 45. TEMEEERMEEBRCESHR
LIABILITIES SUBJECT TO OFFSETTING BE(E)

AGREEMENTS (Continued)

Financial assets subject to enforceable master netting B EEZARITEFRELHERRSH
arrangements and similar agreements by counterparty. UL HE
As at 31 December 2018 #E2018F 125 31H
Related
amounts not
Net set off in the
amounts consolidated
presented statement of
in the financial
consolidated position —
statement of Derivative
financial financial Net
position instruments amount
RBEEFEGME
RRARIERZ
EYEFENE HREE -
KRR ZBEH fTEMBIA
HK$’000 HK$’000 HK$’000
TFREIT FAEiT FET
Counterparty A RS A 392 (392) -
Counterparty B R5HB 2,262 (2,262) -
Total HEt 2,654 (2,654) -
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EE20184F 12 A31 HIFFE
45. FINANCIAL ASSETS AND FINANCIAL 45. TEMEEERMEEBRCESHR

LIABILITIES SUBJECT TO OFFSETTING
AGREEMENTS (Continued)

BE(E)

MBABZEERE  ATRTEFER
PE R SR BE

Financial liabilities subject to offsetting, enforceable master
netting arrangement and similar arrangements.

As at 31 December 2018

#F2018F 12H31H

Gross Net
amounts of amounts of
recognised financial

financial liabilities
assets presented
Gross set off in the in the
amounts of consolidated consolidated
recognised statement of statement of
financial financial financial
liabilities position position
REFEEMBRIL RESHBRR
ERREZHE ZPEMHHER ZPETHME
ARBE RAMERESA ARBEHE
HK$’000 HK$’000 HK$’000
T TFEIT TFET
Derivative financial liabilities T4 & (& 9,912 = 9,912
Financial assets subject to enforceable master netting MBEEZARTEIRLHERRSH
arrangements and similar agreements by counterparty. Z B HE
As at 31 December 2018 #E2018F12H31H

Related
amounts not
Net set off in the
amounts consolidated
presented statement of
in the financial
consolidated position —
statement of Derivative
financial financial Net
position instruments amount
REEREME
RiAFREHZH
ENEFSMTE e -
RRAERZBHE TEMBEIR
HK$°000 HK$°000 HK$’000
TFET FET FET
Counterparty A RZ57A 2,829 (392) 2,437
Counterparty B R57B 7,083 (2,262) 4,821
Total #a5 9,912 (2,654) 7,258
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EE20184F 12 A31 HIFFE
45. FINANCIAL ASSETS AND FINANCIAL 45. TEMEEERMEEBRCESHR
LIABILITIES SUBJECT TO OFFSETTING BE(E)

AGREEMENTS (Continued)

As at 31 December 2017

BZE2017F12H31H

Gross Net
amounts of amounts of
recognised financial

financial assets

liabilities presented

Gross set off in the in the
amounts of consolidated consolidated
recognised statement of statement of
financial financial financial
assets position position
REEHBEMNRR  RERE RN

EHR M KPEHENERE KPETHIE
BEBE RUBKBERSE BEFRE
HK$'000 HK$’000 HK$’000
FHET FET FET
Derivative financial assets T4 B EE 13,939 — 13,939

Financial assets subject to enforceable master netting
arrangements and similar agreements by counterparty.

MBEEZARNTIFRLHRRS )
ZEURHE

As at 31 December 2017 EZ22017F 1231 H

Related
amounts not

Net set off in the

amounts consolidated

presented statement of

in the financial

consolidated position —

statement of Derivative
financial financial Net
position instruments amount

REELGE M

RRRIEIH

2L T RS -
MRS TR 2 558 PIEMETA JHER
HK$°000 HK$’000 HK$’000
FAET FET TFET
Counterparty A RS A 1,121 (1,121) -
Counterparty B R57 B 6,624 (4,071) 2,553
Counterparty C R5HC 6,194 (507) 5,687
Total T 13,939 (5,699) 8,240
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45. FINANCIAL ASSETS AND FINANCIAL 45. FIEMBEERMBARZESRR
LIABILITIES SUBJECT TO OFFSETTING (&)
AGREEMENTS (Continued)
Financial liabilities subject to offsetting, enforceable master B EZIRETE - AT FET
netting arrangement and similar arrangements. PE R AU HE
As at 31 December 2017 BFE2017F 1231 H
Gross Net
amounts of amounts of
recognised financial
financial liabilities
assets presented
Gross set off in the in the
amounts of consolidated consolidated
recognised statement of statement of
financial financial financial
liabilities position position
REEHBMRR  RES BRI
ERRHME  RPEENEE KPETRHNHRB
BEHEE RUBBEEER BB
HK$'000 HK$'000 HK$'000
FEIT FET FETT
Derivative financial liabilities #7445 & & 7,861 — 7,861
Financial assets subject to enforceable master netting MBEEZANTEFELHRRSH
arrangements and similar agreements by counterparty. ZHE B
As at 31 December 2017 BE2017F12H31H
Related
amounts not
Net set off in the
amounts consolidated
presented statement of
in the financial
consolidated position —
statement of Derivative
financial financial Net
position instruments amount
NEEGE M
RS RIS 2
2IEFEE T HE 5 -
RS TR 2 35 MTEMBIA FEE
HK$'000 HK$'000 HK$'000
FBET TET TET
Counterparty A R5H7A 3,283 (1,121) 2,162
Counterparty B R577B 4,071 (4,071) —
Counterparty C R%7C 507 (507) —
Total HEt 7,861 (5,699) 2,162
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EE20184F 12 A31 HIFFE
46. FAIR VALUE MEASUREMENTS OF FINANCIAL 46. MEITRAZLFEFE
INSTRUMENTS

Fair value of the Group’s financial assets and
financial liabilities that are measured at fair value on
a recurring basis

Some of the Group’s financial assets and financial liabilities
are measured at fair value at the end of the reporting
period. The following gives information about how the fair
values of these financial assets and financial liabilities are
determined (in particular, the valuation techniques and
inputs used), as well as the level of the fair value hierarchy
into which the fair value measurements are categorised
(levels 1 to 3) based on the degree to which the inputs to
the fair value measurements is observable.

o Level 1 fair value measurements are those derived
from quoted prices (unadjusted) in active market for
identical assets or liabilities;

o Level 2 fair value measurements are those derived
from inputs other than quoted prices included within
Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived
from prices); and

o Level 3 fair value measurements are those derived
from valuation techniques that include inputs for the
asset or liability that are not based on observable
market data (unobservable inputs).

As at 31 December 2018, derivative financial instruments
comprise cross currency swap, commodities swaps, foreign
exchange option and interest rate swaps, are measured
at fair values at the end of the reporting period at Level
2 fair value hierarchy. No further disclosures on valuation
techniques and key inputs are provided as the directors
of the Company consider that the amount of derivative
financial instruments at the end of the reporting period is
insignificant.

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities at
amortised cost recognised in the consolidated financial
statements approximate their fair values.

BEFHEEEUATFEABEZFREM
BRERMBARZLFE

RBEHR  ETAKEZMBEER
MBBABTIARTFEE - UTEIE
A EENEMBEERMBREZ
RPEERRAFER 2 GERTEE
ABR)  URAFEFEZAFER
BARNMEIRAFEAERAZRIEZA
BEEREIB(E—REF=4) -

s FARARFEFAEDNEHREER
BEREBMSTHHRZERCR
RHEB)FAFH

s FRAFEAENAEEXAR
ZEZ(NER)REROTERE
R)AERBARBEASL - M
AF— R FTRERERIN - &

s  FERAHEMENABREIIR
BABRMSEER(BIBEREA
BB 2 EERBBERARE G
ERMAFL -

HE2018F 12 A31 BH It » STERKT
BERERINE®EH - EmisHl - INE
HiRE R F == 8 - RERERIRIZE A FE
BEE_REABENE - ARFES
RAERFERRNITETBETAZ &3
WAER » BULHE— PTG
MEZHAZIE -

ARAEFRBREAMHREDRR
ZHBAERM B EETERKAT
% -
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EE20184F 12 A31 HIFFE
47. STATEMENT OF FINANCIAL POSITION OF THE 47.
COMPANY

Information about the statement of the financial position
of the Company at the end of the reporting period is as

follows:

FLFZHBGRAE

RBERRARERRZABERREZ
AR

2018 2017

HK$’000 HK$°000
F#ET FET
Non-current assets EMBEE
Investment in a subsidiary WE—RWEB AT - —
Deposits paid BEffEe 206,895 441,252
206,895 441,252
Current assets mBNEEE
Amounts due from subsidiaries (Note) — FEUHI B A &) 2 FIB (K1) 5,560,552 5,167,439
Other debtors, deposits and Hih e WBRR ~ e MFER
prepayment FRIE 22,809 21,302
Bank balances and cash RITEHREE S 8,198 3,568
Derivative financial instruments PTEMET A 1,920 2,194
5,593,479 5,194,503
Current liabilities mBEE
Other creditors and accrued charges H bR BR R FEAT B A 9,020 9,668
Derivative financial instruments PTEMBT A - 3,283
Amounts due to subsidiaries JESBE A B 2 28 1,059,460 1,057,709
Amount due to a joint venture EN—REEDEZHIE 2,967 3,096
Borrowings — repayable within one Bk — BR—FRER
year 542,090 1,191,756
1,613,537 2,265,512
Net current assets MENEEFE 3,979,942 2,928,991
Total assets less current liabilities BEERRBEE 4,186,837 3,370,243
Capital and reserves [ A K (it
Share capital A7 146,812 147,303
Reserves & 1,685,825 1,870,650
Total equity s 1,832,637 2,017,953
Non-current liabilities IERBNEE
Borrowings — repayable over one year &3 — BR—FREE 2,354,200 1,352,290
4,186,837 3,370,243

Note: The balances are presented as current assets as the
directors of the Company expect the balances will be
recovered within twelve months and the relevant subsidiaries
have the capabilities to repay the outstanding balances in

full.

Mt ARARREZERBN 12188 ALk
Bl#EsR - RAEENBE AR AR IZH
BEREEES  REKE2RRE
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EE 20184 12 31 HI-FZE

47. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY (Continued)

Movement in the Company’s reserves:

Share Share Exchange

capital premium

k% Rivam

reserve

ERER

47. FLXFZMBRAERE)

ARTEZ 2D

Contribution Capital
surplus  redemption Retained
accounts reserve profits

BARBE REMORGH REEH

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT AT AT AT AT AT
At 1 January 2017 R2017E1R 1R 148,040 1,439,717 (169,369) 1,667 - 412,322 1,832,377
Profit for the year ERgEH] - - - - - 54,407 54,407
Exchange difference arising K48 AJIE &%
on translation to EFERER
presentation currency - - 148,598 - - - 148,598
Total comprehensive EREEkE
income for the year i — — 148,598 — - 54,407 203,005
Repurchase of ordinary mELERR
shares 73 (16,692) - - 737 (737 (17.429)
At 31 December 2017 R2017E12 4310 147,303 1,423,025 (20,771) 1,667 737 465,992 2,017,953
Adjustment (Note) REWH) - - - - - (26,354) (26,354)
At 1 January 2018 R201851 A1 H
(restated) (831) 147,303 1423025 (20,771) 1,667 737 439,638 1991,599
Loss for the year EnEE - - - - - (81,301) (81,301)
Exchange difference arising ~ R# & A58 &8
on translation to EXERER
presentation currency - - (69,864) - - - (69,864)
Total comprehensive FREATILES
expense for the year - - (69,864) - - (81,301) (151,165)
Repurchase of ordinary EEEERR
shares (491) (7,306) = = 491 (491) (7,797)
At 31 December 2018 R2018E 12431 A 146,812 1,415,719 (90,635) 1,667 1,228 357,846 1,832,637

Note: The application of new and amendments to HKFRSs in the
current year has had no material impact on the Company’s
financial position as at the date of initial application except
for the adjustment is related to the remeasurement of
financial assets subject to ECL under HKFRS 9.

Bt RAFERBMI REEBY B RELE
AERT AR AR BN ERER BB
MRS EERNTE - HHBER
BREBMBREERE OREMEN
REMEEEBRNYBEERR -

211
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RESULTS E |
For the year ended 31 December
EE12AALEE
2015 2016 2017
(Note)
()
HK$:000 HK$'000 HK$'000 HK$'000 HK$’000
FET FET FET FET FET
Revenue WA 19,633,037 15514990 15,700,406 22,058,618 80,007,805
Profit before taxation B 250 31 5 922,218 795,755 829,341 852,466 698,671
Taxation charge BB (21,312) (36,783) (79,181) (27,663) (28,215)
Profit for the year FRHEH 900,906 758,972 750,160 824,803 670,456
Attributable to; &1
Owners of the Company /NCTE N 900,270 756,643 749,397 835,631 759,042
Non-controlling interests JEE IR 636 2,329 763 (10,828) (88,586)
900,906 758,972 750,160 824,803 670,456
Earnings per share SREH
Basic (in HK dollars) HEAR(BTL) 0.61 0.51 0.51 0.57 0.52
Diluted (in HK dollars) BE(BT) 0.60 0.51 N/A N/A N/A
ASSETS AND LIABILITIES SERARE

At 31 December

®12A 318

2015 2016
(Note)
(W)
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FET FET FET FET FET
Total assets mEE 14,246,116 11,404,965 12,544,128 14,337,092 16,172,120
Total liabilities BafE (9,340,332) (6,016,349) (6,603,183) (7,352,544) (8,730,238)
4,905,784 5,388,616 5,940,945 6,984,548 7,441,882

Equity attributable to owners of AR Z HA AL

the Company Bz 4,874,600 5,350,423 5,857,227 6,915,350 7,465,486
Non-controlling interests R 31,184 38,193 83,718 69,198 (23,604)
4,905,784 5,388,616 5,940,945 6,984,548 7,441,882

Note: The amounts for the year ended 31 December 2018 were
presented upon the application of HKFRS 9 and HKFRS 15, which

the comparative financial information was not restated.

Bt EE2018F 12 A1 HILEEMNESE N E
BEAVBRELEAFEIOFRE BT BERE
ERIF 155K 25 MEBPEERT RS
Bl o
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