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HANS ENERGY COMPANY LIMITED

MANAGEMENT DISCUSSION AND ANALYSIS

EEENWE DN

BUSINESS REVIEW

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

Company Profile

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

Operation Performance Review
The lease-out rates and cargo throughput of the two terminals
during the period were as follows:

EZ 0}
ZERERERAAAERLRREEARBAOLE
mZBBRREFERERRE 2 —BILALES
BeRARERN DERB]-DEBR] - [T M)
RIARB A2 B IRA R 2 7 3 H E ] —
XEEZREHMBRAB(AKE]D -

DR HN

AEERERTEZIRELR REFDMLER
RftAH BREBEIMARABER ZHEATH
BORBRYARE TREBEEORERE
BEREHEERYE AEEEAREE AR
- BNEBAMCRBR(NEALE]D BE
ERtImeBERyR+TL(TE{EEF L]
ERMACREBE(RMNACE]D -

EEXRREOE
HAMEALENHEENEEENT

XHIT DZIT
MRAELE RMALE
Six months ended 30 June Six months ended 30 June
BEAA=THLEAEAR BEAA=THLEAEAR
2018 2017 Change % 2018 2017 Change %
Operational statistics —E—+F —E-N\NE -—T—+F
Liquid product terminal and HItERBEBERE
transshipment services BR%
Number of vessels visited AR B
— foreign — Mt 120 100 +20.0 L'y) 49 -143
— domestic — i 432 544 -20.6 352 196 +79.6
Number of trucks served to ~ BEWEHZ
pick up cargoes E5YEH 22,342 21,797 +2.5 24,930 20,485 +21.7
Number of drums filled EREA 17,703 17,355 +2.0 2,106 2,822 -25.4
Transshipment volume BHE (D)
(metric ton)
— petrochemicals — Afltm 83,780 88,846 57 3,460 2,559 +35.2
Terminal throughput EEATE
(metric ton) (1) 1,843,000 1,873,000 -16 1515000 1,235,000 +22.7
— port jetty throughput — EREHE 1,303,000 1,497,000 -13.0 948,000 738,000 +28.5
— loading station throughput — EBEAFHE 540,000 376,000 +43.6 567,000 497,000 +14.1
Storage services ERR%
Leaseout rate — oil and HHEE —Amk 100.0% 79.5% +20.5 93.9% 71.4% +225
chemicals products tTm % points % points
BAH BAH
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Management Discussion and Analysis
EEENRROM

BERTET

Operational statistics

—EB-)\F

ERERARLA |j¢
v[\

XHIT
NREAE
Six months ended 30 June
BEASA=1tRHIEAEA
2018 2017
—E—tF

Solid chemical warehousing BB {t T @& ER%
services
Cargoes received

(metric ton)

e (AnE)

Cargoes issued (metric ton) B &2 (M)
Floor area leased out (m?) Efﬂﬁﬁﬁ (F75K)
Leaseout rate =

Liquid Product Terminal Business

XHIT

During the six months ended 30 June 2018, port jetty
throughput decreased by 13.0%. Such decrease was mainly
attributable to increasingly tightened policies of environmental
protection, production safety supervision, and other local
government measures, which in return reduced arrival of oil
products and affected the port jetty throughput. In this
connection, the number of domestic vessels visited dropped by
20.6%. Meanwhile, a portion of cargoes were picked up by
trucks, so the loading station throughput increased by 43.6%.
Furthermore, the Group continued to encourage new customers
to utilise our gasoline and diesel storage tanks, while the existing
customers continued to keep their storage volume growth. As
compared to 72.6% during the first half year of 2017, the
Group reported a utilisation rate of 100% for oil tanks during
the first half year of 2018. During the period, the average
utilisation rate of chemical tanks remained as high as 99%, and
the total average leaseout rate for both categories amounted to
a total 100%, 20.5 percentage points higher than that in first
half period last year.

23,260 24,050 -3.3
23,235 23,625 -1.7
29,016 30,964 -6.3
90.0% 95.6% -5.6
% points
B
BRICEMBEER
PMEAIEE
REBEZZF—N\FAA=THIEASEA  7HE
BEHERADI13.0% c TRFEZEMHRFRE
E%J%?Eﬁ—grﬁ% 7/EEuu¢|J/EE) 9\’?;@
BEAHLE - ?ﬁtt i ERFRBRBEE 2
T#20.6% Mo EMRAEEEK oKE

A%ﬂi%i*bm 6% o 7N £ B T Ef i B TR
}Eﬁﬁﬁfﬁb/mﬁﬂ‘ﬁ% EREERPRIEES

BErEElER £ °F —)\Etﬁéim/m m &
FRAFHFEARETI00%mKF —+
F¥FEAAT26% - AL IR ,ET?%%E@%@
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HHBEREEXAE100% REF EFF EF205
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HANS ENERGY COMPANY LIMITED

Management Discussion and Analysis
EEBNRROM

DzIT

During the six months ended 30 June 2018, DZIT maintained
stable growth in its major operating indicators. During the first
half year of 2018, the total number of domestic vessels visited
and the number of trucks served to pick up cargoes increased by
79.6% and 21.7%, respectively, which resulted from our
continued introduction of new customers. Such increase in return
drove the port jetty throughput and the loading station
throughput, representing an increase of 28.5% and 14.1%.
During the period, the average utilisation rate of the storage
tanks increased from 71.4% to 93.9% on a half-year on half-
year basis, 22.5 percentage points higher. The Group will
continue to maximize its efforts to identify market potential and
expand its oil and chemical storage volume.

Solid Chemical Warehousing Business

During the six months ended 30 June 2018, Solid Warehousing
Centre reported a slight drop in its major operating indicators.
During the first half year of 2018, the average floor area leased
out dropped by 6.3% on a half-year on half-year basis, while the
average leaseout rate was approximately 90.0%, 5.6 percentage
points lower than 95.6% reported during the same period in
2017. The drop was mainly attributable to increasingly tightened
policies of environmental protection, production safety
supervision, and other local government measures, as a result of
which, local manufacturers undertook transformation of their
products, reducing the warehousing demands from the existing
customers. The Group will continue to introduce new customers
to use the existing warehouses in order to adapt the change of
market.

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

XHIT

PRAE

2018

—E-N\E
HK$'000

Six months ended 30 June

Storage and transshipment FEREHKA

income 72,649 82.7
Port income BOWA 1,671 1.9
Solid chemical warehousing EEtIReERA

income 13,516 15.4
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AlEEMNETZELER/EIFBER - RZ2F—N
FLEF AMMEAREEERZEREDZE
BHEBE S AIEMNT.6%M21.7% * EeBRNAE
ETEH S ENE LR BAABINTE
HAMENEHEAEAFTTE D 5L MN28.5% K
141% - BAFGFENTFHERRZFFH
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DZIT
FNE
2017 2018 2017
g% e e
HK$'000 HK$'000 HK$'000
F857 F857 F55
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Management Discussion and Analysis
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XHIT

The revenue from the provision of terminal, storage and
transshipment facilities for liquid products in XHIT was about
HK$74.3 million during the period, representing an increase of
34.1% compared to HK$55.4 million of the same period of last
year. During the six months ended 30 June 2018, the storage

income for oil and liquid chemicals products increased
significantly from HK$39.4 million to HK$57.7 million,
representing an increase of 46.4% over the same period of prior
year that was attributable to the increase of leaseout rate of
storage tanks at XHIT. During the period, the average leaseout
rate remained as high level as 100% that brought considerable
revenue to the Group.

The revenue from Solid Warehousing Centre for the period was
approximately HK$13.5 million, representing an increase of 9.0%
from HK$12.4 million on a half-year and half-year basis. Despite
the fact that the leased average floor area slightly dropped by
6.3% over the same period of prior year, the average unit rate
for warehouse storing goods increased by 7.4% over the same
period of last year, that resulted in a slight increase of solid
chemical warehousing income during the period.

DzIT

During the six months ended 30 June 2018, revenue from the
provision of terminal, storage and transshipment facilities for
liquid products in DZIT increased significantly from HK$47.4
million to HK$73.9 million, representing an increase of 56.0%
over the same period of last year. The increase was mainly
attributable to the active introduction of new customers using
storage facilities at DZIT, drove the rise of the average utilisation
rate of the storage tanks by 22.5% and overall storage income.

OUTLOOK

In the first half of 2018, the global and domestic markets of
petroleum and chemicals remained mediocre. Affected by the
ongoing trade war between China and the USA, as well as the
depreciation of RMB, it is expected that the imports of
petroleum and chemicals will decline during the second half of
the year, resulting in adverse impacts on our port jetty and
storage business. Despite a comparatively significant
improvement in our business volume and revenue from our port
jetty and oil terminals during the first half of 2018, the Group's
business and revenue growth for the full year is still facing huge
pressure due to those conditions as referred in the preceding
statement.

NEAIEE
NREACESRARIREREERZ2ITHE BT
AR a8 e 575 2 WA 4 A7,4308 8 7T &
EFERBM55408 BT EFA341% - HE-Z
—N\NEFERNA=ZTHLENEA  BREEIHH
Br 17U A 13,9408 B T KR 25,7708 8 T
A F R EIEN46.4% - LTy RN/ DR ALE
MEEFHEMEAEFMER - R FHHAE
RUEFIES/KFEI00% @ EANEEE RO EH
YA e

A BEMe B ERLHKRA BL1,3508 8T
BAHFH,2408 8018 119.0% - A HHF
HEESEFRBEMTH®K63%  BRERTF
EMMFHYEEREAFRIIEMNT 4% - SHA

Ef(cTmAERAERM K-

EMNAIEE

HE T N\EXNA=1+TBL~EA ZEMA
fEERIBEREERZIBE TFENALEERR
ez WA 14,7408 B T K181 £7,3908 8 7t ¢
BEFERBPIEMN60% - BEEEITEEHR
BBl EFELPEARARMNACENTTRE
eI FRNOFEHFERAR EA25% R EBERR
FHA R -

RE
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Management Discussion and Analysis
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8

Principal Business — Petrochemical Product Terminal
Storage

In addition to individual operational indicators, both XHIT
and DZIT operated by the Group generally achieved
significant increases during the first half of 2018 as
compared to the same period last year. Especially, their
respective storage tanks reached an average leaseout rate
of 100% and 94%, indicating their full capacities.
Regarding the solid chemical warehousing business, due to
increasingly tightened governmental regulations over
dangerous chemical operators, affected the Group's
existing warehouse customers undergone major
adjustments during the period, thus resulted that the
leaseout rate decreased by 5.6% from our solid chemical
warehousing business over the same period of the last
year. For the second half of this year, our liquid chemicals
business is expected to remain stable, while we will
constantly explore a financially strong and stable customer
base, increase the unit price, and adopt other measures,
thus hopefully will meet or exceed last year’s revenue level.
During the second half of this year, a possible decline in
our jetty terminals and storage business remains as the
greatest challenge, because most customers, as importers
directly exposed to the consumer market, may be materially
affected due to the deteriorating economic conditions and
depreciation of RMB.  Thus the Group will strive to
improve services, introduce new customers, and adopt
other measures in order to stabilise and expand this
business segment.

New Business Development — Retail of Gasoline and
Diesel and LPG/LNG Storage and Transportation

The Group continues to push ahead with the construction
of a gas refueling station, a joint venture invested with a
local state-owned enterprise in Guangzhou. It is confirmed
that the construction is expected to commence in the
second half of this year, and that the full operation is
anticipated in the first half of next year. Meanwhile, the
Group will continue to explore diverse means to increase
the number of gas refueling stations so as to expand this
business segment into a part of our principal activities of
the Group. Furthermore, the Group is still actively working
with a potential partner to carry out the preliminary works
by effectively utilising the DZIT and its reserved land for
construction of loading, unloading and storage of LPG/LNG
products. Once undertaken, this project will significantly
enhance the economic benefits of the DZIT and even the
Group as a whole.
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FINANCIAL REVIEW

Revenue KA

Revenue less direct costs and operating YW AFNBR B KA K
expenses KEER

Profit before interest and tax B .S K 754 T8 A& F
(“EBIT") (TEBIT])

Profit/(loss) attributable to equity RABRREERER,
shareholders of the company (B8)

BB BB -FER
B35 710% 7 ([ EBITDA 1)

Earnings before interest, tax, depreciation
and amortisation (“EBITDA")

Gross margin ESF RS

Net profit/(loss) margin FaFl(BE) X

Basic earnings/(loss) per share BREKRRH,/(EE)
(HK cents) (L)

Diluted earnings/(loss) per share SREERF(FE)
(HK cents) (L)

The Group's financial performances achieved a significant
improvement in the first half of 2018. During the six months
ended 30 June 2018, the Group’s revenue substantially increased
by 40.4% from HK$115.2 million to HK$161.7 million over the
same period of last year. This was mainly attributable to
introduction of new customers using the storage facilities at both
XHIT and DZIT. During the first half of 2018, the leaseout rate of
storage tanks at XHIT and DZIT achieved as high as 100% and
94% respectively. It indicated that most of the tanks almost
reached their full capacities. In this connection, the gross margin
increased by 13.1 percentage points to 42.4% as compared to
the same period of prior year. Apart from these, the Group
recorded the net profit margin of 3.8% during the period.
During the six months ended 30 June 2018, EBIT and EBITDA
increased by 414.9% and 68.6% respectively. During the period,
the basic and diluted earnings per share was improved from a
loss of 0.36 Hong Kong cents in prior year to earnings 0.12
Hong Kong cents. This is a positive indicator that reflects our
actively improving business.

ERERARLA L

B 7% [ B

Six months Six months
ended ended

30 June 2018 30 June 2017 Changes
BE-E-N\&  E T —+&F
AA=tHLE ANA=Z+HLE

AME A 7~ E A 21

HK$'000 HK$'000 %

TET TAET )

161,712 115,167 +40.4

68,501 33,757 +102.9

39,734 7,717 +414.9

4,579 (13,615) +133.6

87,631 51,990 +68.6

42.4% 29.3% +13.1

% points

ERaE

3.8% (11.8%) +15.6

% points

ERaE

0.12 (0.36) +133.3

0.12 (0.36) +133.3

REBENUWBRBAR-ZZE-NFLFEFERRK
BRE - BHE-FT—NFNA=ZFTHLANHE
A AEBENBAREFRBREBIE M A
1.152B B LI IN40.4% E1.617B L o L Th +
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100% }94% ° EF R AL EH T FRA T M AR
EEE o A EFEREFRBEMBAEED
BEA2.4% o BN - ANE B B A ER1S 5 R A
E38% - HE_ZT—NFANA=ZFTHLERE
A+ EBITXEBITDA% 5] 3 11414.9% }68.6% °
A SRERNEEERN B XFEIB.36H
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Capital structure, liquidity and gearing

As at 30 June 2018, the Group’s total cash and cash equivalents
amounted to approximately HK$54.3 million (31 December 2017:
HK$41.2 million). The funds were held in Hong Kong dollar, RMB
and US dollar.

The Group's current ratio was 1.20 as at 30 June 2018 (31
December 2017: 1.21). The Group’s gearing ratio (defined as
total liabilities to total assets) as at 30 June 2018 was 101.1%
(31 December 2017: 99.4%). The higher gearing ratio indicated
the higher degree of leverage of the Group. The Group will
actively consider various financing methods to improve our
existing financial position and reduce the degree of leverage of
the Group.

Financial resources

During the six months ended 30 June 2018, the Group met its
working capital requirement principally from its business
operation. The Group has been taking various initiatives to
improve the Group's operating cash flows to cope with future
daily operation and future repayment of bank loans. Due
attention will be paid to the capital and debt markets as well as
the latest developments of the Group in order to ensure the
efficient use of financial resources.

Finance costs

The Group had outstanding bank loans and other borrowings of
HK$946.5 million as at 30 June 2018 (31 December 2017:
HK$987 million). During the six months ended 30 June 2018, the
finance cost charged to profit or loss was approximately HK$23.8
million (2017: HK$23.5 million).

Taxation

The Group sustained a loss for Hong Kong Profits Tax purposes
for the period. The applicable tax rate of the Group’s PRC
subsidiaries for the period ended 30 June 2018 was 25% (2017:
25%).

Exposure to fluctuation in exchange rates and related
hedge

The Group’s cash and cash equivalents are held predominately in
Hong Kong dollar, RMB and US dollar. Operating outgoings
incurred by the Group’s subsidiaries in the PRC are mainly
denominated in RMB, which usually receives revenue in RMB as
well. Management is of the opinion that the Group’s exposure to
foreign exchange rate risks is not significant, and hedging by
means of derivative instruments is considered unnecessary.
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As the exchange rate of RMB depreciated as compared to the
year ended 31 December 2017, the Group incurred an exchange
loss of HK$1.2 million (2017: exchange gain of HK$5.3 million)
on translation of financial statements of its PRC subsidiaries.

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

Capital commitment

At 30 June 2018, the Group had capital expenditure contracted
for but not provided in the interim financial report in respect of
terminal development and acquisition of port and storage
facilities amounted to HK$18 million (31 December 2017: HK$19
million and petrol station development amounted to HK$1
million (31 December 2017: HK$NiIl)).

At 30 June 2018, the Group had capital expenditure not
contracted for but approved by the board and not provided in
the interim financial report in respect of terminal development
and acquisition of port and storage facilities amounted to
approximately HK$139 million (31 December 2017: HK$140
million).

Contingent liabilities
At 30 June 2018, the Group has no material
liabilities.

contingent

Employees and remuneration policy

The Group had a workforce of approximately 430 people (31
December 2017: 476). Salaries of employees are maintained at
competitive level with reference to the relevant market and are
performance driven.

Interim dividend
The directors do not recommend any interim dividend for the six
months ended 30 June 2018 (2017: HK$NIil).

HRARBERREEZE _ZT—tFE+ - A
“t+—HUEFEEHEE A£BRBREPEH
WMEBARMNPBHE EELEREB12085
TT(ZZT—+F : [EH Wam AS3088 L) °

SEEEER
AEBOHERZBTRE RERXTREHEN
SEETEEEEFERAERR -

BAREIE

RZZE—N\FRNAZTRH AEERBEETH
MEEASOMEFRESHBAEmMELE R
HEARFHYBEREREBEZELARIA RS
A A1,8008 B L (ZE—+tFF+ A =+—
H:1,9008 8 7T0) R100B B T (ZE — + &
+=—A=+—H8:8)-

RZE-—NFRA=Z+H AEERBERBEA
MEEBEONBEFREMELRITNELES
SEHEERRP M BEREREBE L ERRIL
RMVEAET(ZE—ELF+T A=+ —H8:
1.4018 8 7T) °

ZREE
RZZE-NFRA=ZTH AEEBYTEEARK
REBE-

EERTGMBE

AEEBEHNERERERB(ZZE—tF+ = A
ZF+—H:476%) - HEEBEWMBEBERLT &
BHMREBEAFES N2 KFE - WHKRIBHEY -

PHERE
EETERERBE_FT-N\FXRA=THLRX
BAREEMPHRE(ZE—+F: &) -

“E-NFHERE 11



’ HANS ENERGY COMPANY LIMITED

REVIEW REPORT TO THE BOARD OF DIRECTORS OF RANS ENERGY COMPANY LIMITED

(Incorporated in the Cayman Islands with limited liability)

HERRRARLATESG 2EHNHRS

(REJEHBZMAL A HRAA])

KPMG

INTRODUCTION

We have reviewed the interim financial report set out on pages
14 to 46 which comprises the consolidated balance sheet of
Hans Energy Company Limited (the “Company”) and its
subsidiaries (together the “Group”) as of 30 June 2018 and the
related consolidated income statement, statement of
comprehensive income and statement of changes in equity and
condensed consolidated cash flow statement for the six month
period then ended and explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of an interim financial report to
be in compliance with the relevant provisions thereof and Hong
Kong Accounting Standard 34, Interim financial reporting, issued
by the Hong Kong Institute of Certified Public Accountants. The
directors are responsible for the preparation and presentation of
the interim financial report in accordance with Hong Kong
Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review,
on the interim financial report and to report our conclusion
solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong
Standard on Review Engagement 2410, Review of interim
financial information performed by the independent auditor of
the entity, issued by the Hong Kong Institute of Certified Public
Accountants. A review of the interim financial report consists of
making enquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be
identified in an audit. Accordingly we do not express an audit
opinion.
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ERERARLE

(Incorporated in the Cayman Islands with limited liability)

HERRERERARNESE2EHNRSE

(RERHSHEMAELLERAA)

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial report as at 30
June 2018 is not prepared, in all material respects, in accordance
with Hong Kong Accounting Standard 34, Interim financial
reporting.

MATERIAL UNCERTAINTY RELATED TO GOING CONCERN

Without qualifying our review conclusion, we draw attention to
note 1 to the interim financial report which describes that the
Group is committed to repay bank loans and interest totalling
HK$108,742,000 within one year and that the Group’s ability to
meet these liquidity requirements depends on its ability to
generate sufficient net cash inflows from future operations and/
or other sources. These facts and circumstances indicate the
existence of material uncertainties which may cast significant
doubt on the Group’s ability to continue as a going concern.

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

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

28 August 2018

Review report to the board of directors of Hans Energy Company Limited
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‘ HANS ENERGY COMPANY LIMITED

CONSOLIDATED INCOME STATEMENT
mEEER

for the six months ended 30 June 2018 — unaudited (Expressed in Hong Kong dollars)
HE-T-/\ERA=ZFTHLEARMEA — REBXUABTIIR)

Six months ended 30 June

BEXNA=1THIEREA

2018 2017

—®-N\F —FLEF

$'000 $'000

Tt Tt

Revenue PN 3 161,712 115,167

Direct costs and operating expenses HERAREEE A (93,211) (81,410)

68,501 33,757

Other income H i g 2= 4 139 2,507

Administrative expenses 1T E R (28,906) (28,547)

Profit from operations &R R 39,734 7,717

Finance costs B 75 k2N 5(a) (23,818) (23,505)

Profit/(loss) before taxation BRBADRR S (EE) 5 15,916 (15,788)

Income tax FT15 %t 6 (9,776) 2,116

Profit/(loss) for the period HARERN (EHE) 6,140 (13,672)

Attributable to: FEAE -

Equity shareholders of the Company NN S 4,579 (13,615)

Non-controlling interests FE 122 iR 7 A 1,561 (57)

Profit/(loss) for the period HREN (EE) 6,140 (13,672)
Earnings/(loss) per share BRERN(FHE) 7

Basic E=9iN 0.12 centsAl (0.36 centsfll])

Diluted e 0.12 centsAll (0.36 centsfll)

The notes on pages 20 to 46 form part of this interim financial & 5208 2468  Mf 7t & 48 5 74 70 HA B1 7% 57

report. & 2[5 o

14 INTERIM REPORT 2018




ERERARLT

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
AeEEHERER

for the six months ended 30 June 2018 — unaudited (Expressed in Hong Kong dollars)
HE-_FT-N\FRA=ZTHLEREA — REEXABTIIR)

Six months ended 30 June

BEXNA=1THIEREA

2018 2017
—®-N\F —FLEF
$'000 $'000
T Tz
Profit/(loss) for the period HRERN (EE) 6,140 (13,672)
Other comprehensive income for the period: R EMEE WS :
ltem that may be reclassified subsequently to HigAlgeEH R
consolidated income statement: REEEmKNIER :
— Exchange differences on translation of — BB E AR
financial statements of subsidiaries BTz
PE H =%a (1,244) 5,341
Total comprehensive income for the period HAZHW AT 4,896 (8,331)
Attributable to: 1L
Equity shareholders of the Company PN/ 3,552 (8,756)
Non-controlling interests FEVE IR 2 1,344 425
Total comprehensive income for the period HAZHEWR=HEEE 4,896 (8,331)

The notes on pages 20 to 46 form part of this interim financial &M %
H S
=

report.

208 2468 2 M 5 A& AR A 7S R B B 7
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‘ HANS ENERGY COMPANY LIMITED

CONSOLIDATED BALANCE SHEET

ReEERER

at 30 June 2018 — unaudited (Expressed in Hong Kong dollars)

RZZB-NFERA=+HE — REFEKRAETIIR)

Non-current assets

Property, plant and equipment

Interests in land held for own use under
operating leases

Prepayments

Intangible assets

Deferred tax assets

Current assets

Interests in land held for own use under
operating leases

Consumable parts

Trade and other receivables
Cash and cash equivalents

Current liabilities
Other payables and accruals

Bank loans
Current taxation

Net current assets

Total assets less current liabilities

16 INTERIM REPORT 2018

ERBEE

ME - BELERE
REKEHERE
BAZ L
B KIR
BRVEE
ERERAEE

RBEE

RELEHERE
BRZtLER

H R

B 5 & E At W ROR

RekBAEFEHEA

REBAE

H Al & IR K&
AHEE A
RITERK

BIHA R I8

RBEEFRE

REERARBDAEE

At

31 December
2017
RZE—tF

+=ZA=+—H
$'000
T

877,195 925,065

225,360 230,673

8,126 9,941

1,656 1,743

— 2,916

1,112,337 1,170,338

6,685 6,743

11,173 11,083

8 74,473 85,908
54,255 41,161

146,586 144,895

9 55,320 54,777
10 64,049 64,601
3,182 =

122,551 119,378

24,035 25,517

1,136,372 1,195,855




ERERARLT

Consolidated balance sheet
REEESEX

at 30 June 2018 — unaudited (Expressed in Hong Kong dollars)
RZZTE—N\ERNA=Z+H — KREEZAB IR

At

31 December
2017
RZE—tF

+=ZA=+—H

Non-current liabilities kRBEE
FEEHEE G
RITE X

& 1~ RE B 75 7B

Deferred tax liabilities
Bank loans
Amounts due to related parties

NET (LIABILITIES)/ASSETS (&) EBEZFE

CAPITAL AND RESERVES EXRHE

Share capital & A

Reserves & 1

Total deficit attributable to equity RRQ TR REAS
shareholders of the Company 4 A

Non-controlling interests R ER

TOTAL (DEFICIT)/EQUITY B(EA), R

Approved and authorised for issue by the board of directors on
28 August 2018.

Yang Dong
IES
Executive Director

HITEF

The notes on pages 20 to 46 form part of this interim financial
report.

$'000
TIT

3,364 —

10 882,458 922,363
1 264,016 265,094
1,149,838 1,187,457

(13,466) 8,398

373,264 373,264
(380,468) (384,020)
(7,204) (10,756)

(6,262) 19,154

(13,466) 8,398

RIZZE-NFNAZ+TNBEEFSHERK

RETIE -

Zhang Lei
RE
Executive Director
HITEF
R E20EE
HZ—HH o

A6 H 2 Iff 7 7% 48 X 7S 7 B3 B 75 e
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‘ HANS ENERGY COMPANY LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEEREER

for the six months ended 30 June 2018 — unaudited (Expressed in Hong Kong dollars)
HE-T-/\ERA=ZFTHLEARMEA — REBXUABTIIR)

18

Attributable to e

quity shareholders of the Company
 /\ e (| i 2%

A EiaER
Non- Total
Share Share Special ~ Translation  Statutory Accumulated controlling ~ (deficit)/
capital  premium reserve reserve reserve losses Total interests equity
RIS 5% ¥
$'000 $'000
i i
Balance at 1 January 2017 R=B-t§-A-H2
g 373,264 710477 (251,428) 88,819 31947 (975,307) (22,228) 15,729 (6,499)
Changes in equity for the six BE-E-tEARA=1A
months ended 30 June 2017: LrBAZREES:
Loss for the period BRER - - - - — (13615 (13,615) (57 (13,672)
Other comprehensive income L2 ENa = = = 4,859 = = 4,859 482 5,341
Total comprehensive income 2ENELE = = = 4,859 — (13615 (8,756) 45 (8,331)
Balance at 30 June 2017 and RZB-tERB=1HR
1 July 2017 “E-tEEA-AZ
g8 373,264 710477 (251,428) 93,678 31947 (988,922) (30,984) 16,154 (14,830)
Changes in equity for the six BE-Z-t%51-A
months ended 31 December =t-RIEAEAZ
2017: B529:
Profit for the period BRig — — - = = 13,970 13,970 2,29 16,265
Other comprehensive income B2 Ela - - - 6,258 - - 6,258 705 6,963
Total comprehensive income 2EYEEE - - - 6,258 - 13,970 20,228 3,000 23,228
Balance at 31 December 2017 RB-tE+=A=1-A
and 1 January 2018 R=2-N\§-fA-Hz
o] 373,264 710,477 (251,428) 99,936 31947 (974,952) (10,756) 19,154 8,398
Changes in equity for the six BE-E-N\EXRR=1R
months ended 30 June 2018: LrBAZREES:
Profit for the period ipeg - - - - - 4,519 4,519 1,561 6,140
Other comprehensive income L2 ENa - - - (1,027) - - (1,027) (217) (1,244)
Total comprehensive income 2ENELE - - - (1,027) - 4,579 3,552 1,304 4,89
Dividend declared to non-controling ~ BAFERFEERERES
interests in respect of prior years RER S - - - - - - — (26,7600  (26,760)
Balance at 30 June 2018 RZE-NEXA=TA
A3 373,264 710,477 (251,428) 98,909 31947 (970,373) (7,204) (6,262) (13,466)

INTERIM REPORT 2018

The notes on pages 20 to 46 form part of this interim financial
report.
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ERERARLT

for the six months ended 30 June 2018 — unaudited (Expressed in Hong Kong dollars)

BE-T-N\FAA=ZTHLEREA — REBKRAETIIR)

Operating activities

Net cash generated from operating activities

Investment activities

Payment for purchase of property, plant and
equipment

Other cash flows arising from investing activities

Net cash used in investing activities

Financing activities

Interest paid
Advances from a related party

Repayment to a related party

Repayment of bank loan

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at 1 January

Effect of foreign exchange rate changes

Cash and cash equivalents at 30 June

EXTEH

EETHRERE
B

REEH

BEWE BER
B PANEN
BRERBELEZ
HitReRE

REFBMARSE
RE

BMEEH

2N F 8
—REB

B FRIA

BE AT 2
A
EERITER

MEZHFARS
RE

ReERBRE%EE
TH B 8 b0 R

R—A—-—HZHE=Z
kBEEEER

HEERBE 2 HE

RAA=tHZERE
EREEEEE

CONDENSED CONSOLIDATED CASH FLOW STATEMENT
HHGERERER

Six months ended 30 June

BZERNA=T+THIERER

2018

—E-N\F
$'000
T

2017
-l
$'000

T

101,786 59,241
(4,394) (2,264)
262 103
(4,132) (2,161)
(24,006) (23,598)
17,480 5,442
(45,190) (5,655)
(33,172) (28,274)
(84,888) (52,085)
12,766 4,995
41,161 22,235
328 (574)
54,255 26,656

The notes on pages 20 to 46 form part of this interim financial & 5208 2468 ~ Mf 7t & 48 5 74 70 HA B1 7% 57
report. EHEZ2—8D -
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’ HANS ENERGY COMPANY LIMITED

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

S

S B R R B

(Expressed in Hong Kong dollars)
(LA 7T 51 7R)

1

20

BASIS OF PREPARATION

This interim financial report has been prepared in
accordance with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, including compliance with
Hong Kong Accounting Standard (“HKAS") 34, Interim
financial reporting, issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA"). It was authorised
for issue on 28 August 2018.

The interim financial report has been prepared in
accordance with the same accounting policies adopted in
the 2017 annual financial statements, except for the
accounting policy changes that are expected to be reflected
in the 2018 annual financial statements. Details of any
changes in accounting policies are set out in note 2.

The preparation of an interim financial report in conformity
with HKAS 34 requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities,
income and expenses on a year to date basis. Actual
results may differ from these estimates.

This interim financial report contains condensed
consolidated financial statements and selected explanatory
notes. The notes include an explanation of events and
transactions that are significant to an understanding of the
changes in financial position and performance of the
Group since the 2017 annual financial statements. The
condensed consolidated interim financial statements and
notes thereon do not include all of the information
required for full set of financial statements prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs").

The interim financial report is unaudited, but has been
reviewed by KPMG in accordance with Hong Kong
Standard on Review Engagements 2410, Review of interim
financial information performed by the independent auditor
of the entity, issued by the HKICPA. KPMG's independent
review report to the Board of Directors is included on
pages 12 and 13.

INTERIM REPORT 2018
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ERERARLE

Notes to the unaudited interim financial report
RE %P B S M &

(Expressed in Hong Kong dollars)
(LAY 7T 51 7R)

BASIS OF PREPARATION (Continued)

The financial information relating to the financial year
ended 31 December 2017 that is included in the interim
financial report as comparative information does not
constitute the Company’s statutory annual consolidated
financial statements for that financial year but is derived
from those financial statements. In the auditors’ report
dated 22 March 2018, the auditors expressed an
unqualified opinion on those financial statements but drew
attention to conditions which indicated existence of
material uncertainties which may cast significant doubt on
the Group’s ability to continue as a going concern.

Material uncertainties related to going concern

As at 30 June 2018, the Group had net liabilities of
$13,466,000 and is committed to incur non-operating cash
outflows of $108,742,000 within one vyear, being (i)
repayment of bank loans of $32,024,000 in December
2018 and $32,025,000 in June 2019; and (ii) payment of
interest of $44,693,000. The Group will be unable to repay
these bank loans and interest in full when they fall due
unless it is able to generate sufficient net cash inflows
from its operations and/or other sources, since as at
30 June 2018, the Group only had cash and cash
equivalents of $54,255,000.

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

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

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

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

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

Notes to the unaudited interim financial report
RARE % HA B 7S 3R Y &

(Expressed in Hong Kong dollars)
(A& TFIR)

22

BASIS OF PREPARATION (Continued)

Material uncertainties related to going concern
(Continued)

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

Based on the directors’ intentions and the cash flow
forecast mentioned above, the directors are of the opinion
that it is appropriate to prepare the Group’s interim
financial report for the six months ended 30 June 2018 on
a going concern basis. Should the Group not be able to
continue to operate as a going concern, adjustments would
have to be made to write down the value of assets to their
recoverable amounts, to provide for further liabilities which
might arise and to reclassify non-current assets and non-
current liabilities as current assets and current liabilities
respectively. The effect of these adjustments has not been
reflected in this interim financial report.

CHANGES IN ACCOUNTING POLICIES

(a) Overview
The HKICPA has issued a number of new HKFRSs and
amendments to HKFRSs that are first effective for the
current accounting period of the Group. Of these, the
following developments are relevant to the Group's
financial statements:

o HKFRS 9, Financial instruments

o HKFRS 15, Revenue from contracts with
customers

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

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period, except for the amendments to
HKFRS 9, Prepayment features with negative
compensation which have been adopted at the same
time as HKFRS 9.

INTERIM REPORT 2018
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ERERARLE

Notes to the unaudited interim financial report
RE %P B S M &

(Expressed in Hong Kong dollars)
(LAY 7T 51 7R)

CHANGES IN ACCOUNTING POLICIES (Continued)

(a)

(b)

Overview (Continued)

The Group has been impacted by HKFRS 9 in relation
to measurement of credit losses, and impacted by
HKFRS 15 in relation to timing of revenue
recognition, and presentation of contract liabilities.
Details of the changes in accounting policies are
discussed in note 2(b) for HKFRS 9 and note 2(c) for
HKFRS 15.

HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation

HKFRS 9 replaces HKAS 39, Financial instruments:
recognition and measurement. 1t sets out the
requirements for recognising and measuring financial
assets, financial liabilities and some contracts to buy
or sell non-financial items.

The Group has applied HKFRS 9 retrospectively to
items that existed at 1 January 2018 in accordance
with the transition requirements.

There is no impact of transition to HKFRS 9 on
accumulated losses and reserves at 1 January 2018.

Further details of the nature and effect of the
changes to previous accounting policies and the
transition approach are set out below:

(i) Classification of financial assets and

financial liabilities

HKFRS 9 categories financial assets into three
principal classification categories: measured at
amortised cost, at fair value through other
comprehensive income (FVOCI) and at fair value
through profit or loss (FVPL). These supersede
HKAS 39's categories of held-to-maturity
investments, loans and receivables, available-
for-sale financial assets and financial assets
measured at FVPL. The classification of financial
assets under HKFRS 9 is based on the business
model under which the financial asset is
managed and its contractual cash flow
characteristics.
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CHANGES IN ACCOUNTING POLICIES (Continued)
HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features

(b)

with negative compensation (Continued)

(i) Classification of financial assets and

financial liabilities (Continued)

Non-equity investments held by the Group are
classified into one of the following

measurement categories:

amortised cost, if the investment is held
for the collection of contractual cash
flows which represent solely payments of
principal and interest. Interest income
from the investment is calculated using
the effective interest method,;

FVOCI — recycling, if the contractual cash
flows of the investment comprise solely
payments of principal and interest and the
investment is held within a business
model whose objective is achieved by both
the collection of contractual cash flows
and sale. Changes in fair value are
recognised in other comprehensive
income, except for the recognition in
profit or loss of expected credit losses,
interest income (calculated using the
effective interest method) and foreign
exchange gains and losses. When the
investment is derecognised, the amount
accumulated in other comprehensive
income is recycled from equity to profit or
loss; or

FVPL, if the investment does not meet the
criteria for being measured at amortised
cost or FVOCI (recycling). Changes in the
fair value of the investment (including
interest) are recognised in profit or loss.
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CHANGES IN ACCOUNTING POLICIES (Continued)
HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(b)

(i)

Classification of financial assets and
financial liabilities (Continued)

An investment in equity securities is classified as
FVPL unless the equity investment is not held
for trading purposes and on initial recognition
of the investment the Group makes an election
to designate the investment at FVOCI (non-
recycling) such that subsequent changes in fair
value are recognised in other comprehensive
income. Such elections are made on an
instrument-by-instrument basis, but may only be
made if the investment meets the definition of
equity from the issuer’s perspective. Where such
an election is made, the amount accumulated in
other comprehensive income remains in the fair
value reserve (non-recycling) until the
investment is disposed of. At the time of
disposal, the amount accumulated in the fair
value reserve (non-recycling) is transferred to
accumulated losses. It is not recycled through
profit or loss. Dividends from an investment in
equity securities, irrespective of whether
classified as at FVPL or FVOCI (non-recycling),
are recognised in profit or loss as other
income.

Under HKFRS 9, derivatives embedded in
contracts where the host is a financial asset in
the scope of the standard are not separated
from the host. Instead, the hybrid instrument as
a whole is assessed for classification.

The measurement categories for all financial
assets and financial liabilities remain the same
in accordance with HKFRS 9.

The carrying amounts for all financial assets and
financial liabilities at 1 January 2018 have not
been impacted by the initial application of
HKFRS 9.

The Group did not designate or de-designate
any financial asset or financial liability at FVPL
at 1 January 2018.
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CHANGES IN ACCOUNTING POLICIES (Continued)
HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(b)

(ii)

Credit losses

HKFRS 9 replaces the “incurred loss” model in
HKAS 39 with the ECL model. The ECL model
requires an ongoing measurement of credit risk
associated with a financial asset and therefore
recognises ECLs earlier than under the
“incurred loss” accounting model in HKAS 39.

The Group applies the new ECL model to
financial assets measured at amortised cost
(including cash and cash equivalents, and trade
and other receivables).

Financial assets measured at fair value, are not
subject to the ECL assessment.

Measurement of ECLs

ECLs are a probability-weighted estimate of
credit losses. Credit losses are measured as the
present value of all expected cash shortfalls (i.e.
the difference between the cash flows due to
the Group in accordance with the contract and
the cash flows that the Group expects to
receive).

The expected cash shortfalls are discounted
using the following discount rates where the
effect of discounting is material:

—  fixed-rate financial assets, trade and other
receivables and contract assets: effective
interest rate determined at initial
recognition or an approximation thereof;

— variable-rate financial assets: current

effective interest rate.
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CHANGES IN ACCOUNTING POLICIES (Continued)
HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(b)

(ii)

Credit losses (Continued)

Measurement of ECLs (Continued)

The maximum period considered when
estimating ECLs is the maximum contractual
period over which the Group is exposed to
credit risk.

In measuring ECLs, the Group takes into
account reasonable and supportable information
that is available without undue cost or effort.
This includes information about past events,
current conditions and forecasts of future
economic conditions.

ECLs are measured on either of the following
bases:

— 12-month ECLs: these are losses that are
expected to result from possible default
events within the 12 months after the
reporting date; and

— lifetime ECLs: these are losses that are
expected to result from all possible
default events over the expected lives of
the items to which the ECL model
applies.

Loss allowances for trade receivables are always
measured at an amount equal to lifetime ECLs.
ECLs on these financial assets are estimated
using a provision matrix based on the Group’s
historical credit loss experience, adjusted for
factors that are specific to the debtors and an
assessment of both the current and forecast
general economic conditions at the reporting
date.
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CHANGES IN ACCOUNTING POLICIES (Continued)

(b) HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(ii)

Credit losses (Continued)

Significant increases in credit risk

In assessing whether the credit risk of a
financial instrument (including a loan
commitment) has increased significantly since
initial recognition, the Group compares the risk
of default occurring on the financial instrument
assessed at the reporting date with that
assessed at the date of initial recognition. In
making this reassessment, the Group considers
that a default event occurs when (i) the
borrower is unlikely to pay its credit obligations
to the Group in full, without recourse by the
Group to actions such as realising security (if
any is held); or (ii) the financial asset is 90 days
past due. The Group considers both
guantitative 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 since initial
recognition:

—  failure to make payments of principal or
interest on their contractually due dates;

— an actual or expected significant
deterioration in a financial instrument’s

external or internal credit rating (if
available);
— an actual or expected significant

deterioration in the operating results of
the debtor; and

— existing or forecast changes in the
technological, market, economic or legal
environment that have a significant
adverse effect on the debtor’s ability to
meet its obligation to the Group.
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CHANGES IN ACCOUNTING POLICIES (Continued)
HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(b)

(ii)

Credit losses (Continued)

Significant increases in credit risk (Continued)
Depending on the nature of the financial
instruments, the assessment of a significant
increase in credit risk is performed on either an
individual basis or a collective basis. When the
assessment is performed on a collective basis,
the financial instruments are grouped based on
shared credit risk characteristics, such as past
due status and credit risk ratings.

ECLs are remeasured at each reporting date to
reflect changes in the financial instrument’s
credit risk since initial recognition. Any change
in the ECL amount is recognised as an
impairment gain or loss in profit or loss. The
Group recognises an impairment gain or loss for
all financial instruments with a corresponding
adjustment to their carrying amount through a
loss allowance account.

Basis of calculation of interest income on credit-
impaired financial assets

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 the
amortised cost (i.e. the gross carrying amount
less loss allowance) of the financial asset.

At each reporting date, the Group assesses
whether a financial asset is credit-impaired. A
financial asset is credit-impaired when one or
more events that have a detrimental impact on
the estimated future cash flows of the financial
asset have occurred.
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2 CHANGES IN ACCOUNTING POLICIES (Continued)
HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(b)

30

(ii)

Credit losses (Continued)

Basis of calculation of interest income on credit-
impaired financial assets (Continued)

Evidence that a financial asset is credit-impaired
includes the following observable events:

— significant financial difficulties of the
debtor;

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

— it becoming probable that the borrower
will enter into bankruptcy or other
financial reorganisation;

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

—  the disappearance of an active market for
a security because of financial difficulties
of the issuer.

Werite-off policy

The gross carrying amount of a financial asset is
written off (either partially or in full) to the
extent that there is no realistic prospect of
recovery. This is generally the case when the
Group determines that the debtor does not
have assets or sources of income that could
generate sufficient cash flows to repay the
amounts subject to the write-off.

Subsequent recoveries of an asset that was
previously written off are recognised as a
reversal of impairment in profit or loss in the
period in which the recovery occurs.

The Group has concluded that there would be
no material impact for the initial application of
the new impairment requirements.
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CHANGES IN ACCOUNTING POLICIES (Continued)
HKFRS 9, Financial instruments, including the
amendments to HKFRS 9, Prepayment features
with negative compensation (Continued)

(b)

(iii) Transition
Changes in accounting policies resulting from
the adoption of HKFRS 9 have been applied
retrospectively, except as described below:

Information relating to comparative
periods has not been restated. The
information presented for 2017 continues
to be reported under HKAS 39 and thus
may not be comparable with the current
period.

The determination of the business model
within which a financial asset is held has
been made on the basis of the facts and
circumstances that existed at 1 January
2018 (the date of initial application of
HKFRS 9 by the Group).

If, at the date of initial application, the
assessment of whether there has been a
significant increase in credit risk since
initial recognition would have involved
undue cost or effort, a lifetime ECL has
been recognised for that financial
instrument.
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CHANGES IN ACCOUNTING POLICIES (Continued)

(c)

HKFRS 15, Revenue from contracts with
customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue and some costs from contracts
with customers. HKFRS 15 replaces HKAS 18,
Revenue, which covered revenue arising from sale of
goods and rendering of services, and HKAS 11,
Construction contracts, which specified the
accounting for construction contracts.

The Group has elected to use the cumulative effect
transition method and has recognised the cumulative
effect of initial application as an adjustment to the
opening balance of equity at 1 January 2018.
Therefore, comparative information has not been
restated and continues to be reported under HKAS
11 and HKAS 18. As allowed by HKFRS 15, the
Group has applied the new requirements only to
contracts that were not completed before 1 January
2018 (if any).

There is no impact of transition to HKFRS 15 on
accumulated losses at 1 January 2018.

Further details of the nature and effect of the
changes on previous accounting policies are set out
below:

(i) Timing of revenue recognition
Previously, revenue arising from rental income
was recognised over the accounting periods
covered by the lease term and port income is
recognised upon performance of the services.

Under HKFRS 15, revenue is recognised when
the customer obtains control of the promised
good or service in the contract. This may be at
a single point in time or over time. HKFRS 15
identifies the following three situations in which
control of the promised good or service is
regarded as being transferred over time:

A.  When the customer simultaneously
receives and consumes the benefits
provided by the entity’s performance, as
the entity performs;
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CHANGES IN ACCOUNTING POLICIES (Continued)
HKFRS 15, Revenue from contracts with
customers (Continued)

(c)

(i)

(ii)

Timing of revenue recognition (Continued)

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

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

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

The adoption of HKFRS 15 does not have a
significant impact on when the Group
recognises revenue from rental income and port
income and this change in accounting policy has
no material impact on opening balances as at
1 January 2018.

Significant financing component

HKFRS 15 requires an entity to adjust the
transaction price for the time value of money
when a contract contains a significant financing
component, regardless of whether the
payments from customers are received
significantly in advance of revenue recognition
or significantly deferred.

Previously, the Group only applied such a policy
when payments were significantly deferred,
which was not common in the Group’s
arrangements with its customers. The Group did
not apply such a policy when payments were
received in advance.
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(Expressed in Hong Kong dollars)

(LA T3 7R)

2

34

CHANGES IN ACCOUNTING POLICIES (Continued)

(c)

(d)

HKFRS 15, Revenue from contracts with

customers (Continued)

(ii)  Significant financing component (Continued)
It is not common for the Group to receive
payments significantly in advance of revenue
recognition in the Group’s arrangements with its
customers.

The adoption of HKFRS 15 does not have a
significant impact on when the Group
recognises financing component rental income
and port income and this change in accounting
policy had no material impact on opening
balances as at 1 January 2018.

(iii) Presentation of contract liabilities
Under HKFRS 15, a contract liability, is
recognised when a customer pays
consideration, or is contractually required to pay
consideration and the amount is already due,
before the Group recognises the related
revenue, or when the Group receives
consideration from a customer and expects to
refund some or all of that consideration to the
customer (i.e. refund liability). To reflect this
change in presentation, contract liabilities,
including deferred revenue, with amount of
$1,633,000 are now separately presented under
trade and other payables at 30 June 2018, as a
result of the adoption of HKFRS 15.

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

This interpretation provides guidance on determining
“the date of the transaction” for the purpose of
determining the exchange rate to use on initial
recognition of the related asset, expense or income
(or part of it) arising from a transaction in which an
entity receives or pays advance consideration in a
foreign currency.

The Interpretation clarifies that “the date of the
transaction” is the date on initial recognition of the
non-monetary asset or liability arising from the
payment or receipt of advance consideration. If there
are multiple payments or receipts in advance of
recognising the related item, the date of the
transaction for each payment or receipt should be
determined in this way. The adoption of HK (IFRIC)
22 does not have any material impact on the
financial position and financial results of the Group.
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Notes to the unaudited interim financial report
RE %P B S M &

(Expressed in Hong Kong dollars)
(LAY 7T 51 7R)

3 SEGMENT REPORTING 3 Al
The Group manages its businesses by entities, which are REBEFZRZMESE D o EEBEEHFE

organised by geography. In a manner consistent with the
way in which information is reported internally to the
Group's most senior executive management for the
purposes of resource allocation and performance
assessment, the Group has identified the following two
reportable segments. No operating segments have been
aggregated to form the following reportable segments:

(a)

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

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

Segment results, assets and liabilities

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

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

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

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

BoREERAAEESESETHREREAR
NEEREHANBEERLFBRR &
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DHABAEBERTEAREMELLZ
REBHE BRHEOTENER-

THMER - BEERAEE
SRFEDHBRBERNES BHEHER
mME AEESETHREERABR
ATEEEREAREDAEIELZ
g BERARE:

DHEERREMAEBLEE B
BEMRBEE BTRERHE
RAZWEREMAREE - D&
BERRENEME 2 EMBENR
ENFRER UREDHEEE
BZSRITER -

WA R H2RA @& o BB AT E £
ZWARZEDBAEEZ X HHK
ZEDHEREEEMELEZTERX
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RARE %P E B A IR M A

(Expressed in Hong Kong dollars)
(A ETTHIR)

3 SEGMENT REPORTING (Continued) 3 o EB W E (&)
(a) Segment results, assets and liabilities (Continued) (a) PHE*B - BEERBEHE)
Information regarding the Group’s reportable HE_T—NEXAA=1THEKZ=ZE

segments provided to the Group’s most senior
executive management for the purposes of resource

—tFXRA=1+HIEREA @
RETAKSESSETHREREAER

AP EEREFEDBRRZAE
BAHEDBEMIEIN T

allocation and assessment of segment performance
for the six months ended 30 June 2018 and 2017 is
set out below:

For the six months ended 30 June XHIT
HENAZHHLEARA MERLE
2018 2017
“E-\E -—F-tf
$'000 $'000 $'000
r r r
Reportable segment revenue RS HMA 87,836 67813 73,876 47354 161,712 115,167
Reportable segment profit/(oss) before — ATHRE A BB 1Al
taxation &1/(BB) 35,223 22,089 (5521) (24514 29,702 (2,425)

i At
30 June 31 December 30 June 31 December 30 June 31 December
2018 2017 2018 2018 2017
R=B-N\§ R-Z-tF| R=B-N\F R=Z-N\F :
AA=TH T-A=t-R | AA=TH ABZTH
$'000 §'000 $'000 $'000
i T i ‘ i
Reportable segment assets TRESTEE 1,244,413 1,304,578 917,645 953,092 2,162,058 2,257,670
Reportable segment
liailities IREHHakE 1,036,882 1,089,754 941,800 972,065 1,978,682 2,061,819
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Notes to the unaudited interim financial report
R E P H B 3RS M

(Expressed in Hong Kong dollars)
(LAY 7T 51 7R)

3 SEGMENT REPORTING (Continued) 3 D EERE (E)
(b) Reconciliations of reportable segment revenues (b) TIHREDEBU AL RBRBANEF,
and profit/(loss) before taxation (BB 28k

Six months ended 30 June
HE=~NA=+tHIE~@EA

2018 2017
—®-NF -—T—+t%
$'000 $'000
T Tt
Revenue A
Reportable segment revenue Al ¥ & o E WA 161,712 115,167
Consolidated revenue e WA 161,712 115,167
Profit/(loss) wmF(E8)
Reportable segment profit/(loss) before ] 3R & 2 &0 & %% Afl
taxation wm A (E1E) 29,702 (2,425)
Unallocated other (expenses)/income RO EAM
(AX) M= (801) 653
Unallocated head office and corporate &% At 42 38 & A &
expenses s (12,985) (14,016)
Consolidated profit/(loss) before iR & BRB AT R
taxation (E518) 15,916 (15,788)
4  OTHER INCOME 4 Hitkz=

Six months ended 30 June

BEANA=1THIXEA

2018 2017

—E-N\F —E—tF

$'000 $'000

T T

Interest income A2 A 262 103
Loss on disposal of property, plant and EEWE BE K

equipment = B B 1B (1,313) 4)

Net foreign exchange loss b 5, B B0F #R (156) (478)

Others Hity 1,346 2,886

139 2,507
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RARE %P E B A IR M A

(Expressed in Hong Kong dollars)

(A% T 51 7R)
5 PROFIT/(LOSS) BEFORE TAXATION 5 BrBLATER(B58)
Profit/(loss) before taxation is arrived at after charging: BRERDGEA SUSE) &K T &8

BER:

Six months ended 30 June
HE=~NA=+tHIE~@EA

2018 2017
—E-N\F —ET—tF
$'000 $'000
Fr T
(a)  Finance costs () BHERE
Interest on bank loans RITE RF B2 23,818 23,505
23,818 23,505
(b) Staff costs* (b) B TR A*
Contributions to defined M) 7E B8 4 3K
contribution retirement plan RIKET &
fEH Z ft 3K 1,717 1,681
Salaries, wages and other benefits FH- - ITEXR
H 4th 18 7 33,066 29,178
Total staff costs BITRAERE 34,783 30,859
(c) Other items (c) Hig B
Depreciation and amortisation & R 47,897 44,273
Operating lease charges on I L0
properties* HEB R 2,531 2,531
@ Staff costs include $900,000 (six months ended 30 June @ EIXRABREYWENRKELEHEE R
2017: $900,000) relating to operating lease charges on 900,000 (BE-_ZE—+F~A=+H
properties, which amount is also included in the respective 1E 75 {8 A : 900,0007T) * 3% X B IR aF A
total amount disclosed separately above. REMBBEHEENSHERER -
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Notes to the unaudited interim financial report
RE %P B S M &

(Expressed in Hong Kong dollars)
(LAY 7T 51 7R)

INCOME TAX

Current tax — PRC Enterprise Income tax

Fr &

BRI — B E

for the period EEH
Deferred tax — origination and reversal FAERIE — BRI
of temporary differences EREEREE

Notes:

(i) No Hong Kong Profits Tax was provided for the six months
ended 30 June 2018 as the Group sustained a loss for
Hong Kong Profits Tax purposes for the period (six months
ended 30 June 2017: $Nil).

(i) The statutory income tax rate applicable to the Company's
PRC subsidiaries is 25% for the six months ended 30 June
2018 (six months ended 30 June 2017: 25%).

At 30 June 2018, temporary differences relating to the
undistributed profits of the Group’s PRC subsidiaries
amounted to $259,375,776 (31 December 2017:
$236,378,000). Deferred tax liabilities of $12,969,000
(31 December 2017: $11,819,000) have not been recognised
in respect of the tax that would be payable on distribution of
these retained profits as the Company controls the dividend
policy of these subsidiaries and it has been determined that
it is probable that the profits will not be distributed in the
foreseeable future.

()

(if)

Six months ended 30 June
HE=~NA=+tHIE~@EA

2018 2017

—ZE-N\F —E—+F

$000 $'000

T T

(3,297) —

(6,479) 2,116

(9,776) 2,116

Ek:l:—v /\EF/\H +E|_|J:/\1.H
REBAESEMS  ARAEEREA

EEEE B & EE NG
BiE(EE_F
H: &) -

%RE-I—TE
‘tﬁz/\ﬂf'f'aﬂl/d.

Ek:l:—? }\fﬁ/\ﬂ +E|_|J:/\1.H

ARFENBARBERZAEMEH
3’5%25%(@5:? +tEXNA=F+AHIE
NEA 25%) °

R-ZE-—NEANA=1+H BEREH
FEMBARZASEFBEBZE
Bk = 8 & # 5259,375,776 (= &

t¢+:ﬂ + — B : 236,378,000
L) e AR B RBHRR DKL ER DB
%‘Jff’ﬁﬁ’ﬁﬂ%ﬁZﬁﬁﬁE%?ﬁﬁﬁlﬁﬁ1%
12,969,000t (=T —tF+ A =+—
A :11,819,0007T) * R A 2 74 2 A)4Z il
&—%WE A2 BREBK  WHERRA
RETERAI R RDIKZER D ERFHE -
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RARE % HA B 7S 3R Y &

(Expressed in Hong Kong dollars)
(LA T3 7R)

7 EARNINGS/(LOSS) PER SHARE

The calculations of basic and diluted earnings/(loss) per
share is based on the earnings attributable to ordinary
equity shareholders of the Company of $4,579,000 (six
months ended 30 June 2017: loss attributable to ordinary
equity shareholders of the Company of $13,615,000) and
the weighted average of 3,732,638,000 ordinary shares (six
months ended 30 June 2017: 3,732,638,000 ordinary
shares) in issue during the interim period.

The diluted earnings/(loss) per share is the same as the
basic earnings/(loss) per share as there were no dilutive
potential ordinary shares in existence during the six months
ended 30 June 2018 and 2017.

8 TRADE AND OTHER RECEIVABLES
At the balance sheet date, the ageing analysis of trade
debtors (which are included in trade and other receivables),
based on the invoice date and net of allowance for
doubtful debts, is as follows:

BREF (FHE)
BREAREERF,(BE) HREHA
QA 2 i R AR R FE (G & F4,579,000
T(EHE_ZFT—+tFA=Z1+H1EE
A:ApRrazET@ABRBRERMGEIR
13,615,0007T) & B 2 17 & 8 J% N # F 5
£3,732,638,000k EAEZ (BAE=F —+
FRA=TAHIEA : 3,732,638,0008%
TBAR) AT HE o

HREBEEZE-_E—N\EER=_Z—tF A
=tHIEANEARNTEERNEESERZ
BELERK  WESREEAF(FHBE) R
BREAREF(EHE) AR -

85 & H i EWRE

REER REZZEAHRESHNEHERER
BEZESERFTIAEGIAES REME
WHRR) B ERE DT

At
31 December
2017

$'000

Tt

Within 1 month — @A A 21,335 37,031

Over 1 month but within 2 months —{E A A EEMmEARN 3,948 1,182

Over 2 months but within 3 months & B A F{E =18 A K 284 69

Over 3 months =EAMNUE 40,710 41,086
Trade debtors, net of allowance for = e

doubtful debts (EMBRREREE) 66,277 79,368

Prepayment and other receivables T8 15 538 J B Ath fE Uk 5RIE 8,196 6,540

74,473 85,908

Subject to negotiation, credit is generally only available to
major customers with well-established trading records. The
Group allows an average credit period of 30 days to its
trade customers.
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RE %P B S M &

(Expressed in Hong Kong dollars)
(LAY 7T 51 7R)

TRADE AND OTHER RECEIVABLES (Continued)

At 30 June 2018, receivables that were past due over 3
months mainly represents an amount of $40,611,000
(31 December 2017: $40,961,000) due from a customer
that was in financial difficulty. To reclaim the trade debtor,
the Group filed an application to the court in the PRC and
the court granted the Group a lien on the customer’s
goods stored at the storage facilities of the Group.
Subsequently, the goods were sold by the court through an
auction. Since certain legal cases relating to the customer
were still ongoing as at 30 June 2018, the proceeds from
the auction were still under the custody of the court. In
connection with this case, the Group has obtained a PRC
legal opinion and was advised that the Group has the first
priority to receive the proceeds over other creditors of the
customer. Based on the foregoing, the directors have
assessed the expected credit losses of the amount due from
the customer as at 30 June 2018 and no impairment loss
was recognised in this regard.

Apart from the above, receivables that were past due but
not impaired relate to a number of independent customers
that have good track record with the Group. During the six
months ended 30 June 2018, the Group kept assessing the
expected credit loss of all the receivables and established a
provision for doubtful debts, if any. The provision for
doubtful debts is recorded using a provision account unless
the Group is satisfied that the recovery is remote, in which
case the expected credit loss is written off against the
receivables and the provision for doubtful debts directly.
The Group does not hold any collateral over these
balances.

OTHER PAYABLES AND ACCRUALS

Other payables and accruals

==
Deferred revenue (Note) EEW A (B 2E)
Contract liabilities ER&ME

Note: As a result of the adoption of HKFRS 15, deferred revenue
from customers are included in contract liabilities (see note

2(0)).

B REMEWREE)
RZE—N\EXNA=1TH BaHBEE="1E
AUAENEZESREKZIE  EEK—2RP
40,611,000 (ZE—+tF+ A=+ —
H :40,961,0007T) * Z&E P HIB M BA
#oATRBESEWNHE  KAREM
REEREXHF  BARERBELFER
AEBEENEYRAAEBERLBER -
HE ZRUAMESIALESER - BRE
TE-NAFERA=ZTH BREBEETFERN
FRBERDERE  HEMESKEHBE
EEE UARfMNE  AEBECEFEH
FREER REAEBBRZELZRFMHEME
EAABERSZEMBSKIEA ° & EAT
o EBEIGR-_E—-NEA=1THE
WZEZBFPRENBHREERE A5
HAEREE IS -

B £ XAt - 2 78 HIE SRR (B HO 8 UK
FELBYUEFAR RERAAEEA
ERERGREH -BE_FT—-/N\FXA
=tHRLERNEA  AREFEFEMERE
BRENBEREEBRYFERER
B BB - RERBEBEARBREAR
R IEAR S B @] W B R/ - FEREIER
THEBEEEIRE R ERUIR M RIER
BB AEEYERZFERTET
fa] 4 q o

HittENRARRER

At At

30 June 31 December
2018 2017
R=ZZ2-N\F RZZE—tF

NA=+H +=-—HA=+—H
$'000 $'000
Fx T

H Al & 3R KT R

53,687 53,762
— 1,015
1,633 =
55,320 54,777

B e : AR IR RCE B B 75 3R S 2 BID 155 -
RERFHEEWRAGTAEREE (R
#2(c)) ©
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10 BANK LOANS

10 HRITEX

(@) The analysis of the carrying amount of bank loans (a)

is as follows:

Current liabilities REBEE
Short-term bank loans HHRTER
Non-current liabilities kRBEE
Long-term bank loans RHRITE R

(b) As at 30 June 2018, the bank loans were (b)

repayable as follows:

Bank loans (secured)

Within 1 year or on demand

After 1 year but within 2 years
After 2 years but within 5 years
After 5 years
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RTEXR(FER)
R—F AL EERE
—FREMENRN

MERERFA
hFR®

At

30 June

2018
R=ZZ2-N\E

~NA=+H
$'000
Fx

RITERRAMESHUT :

At

31 December
2017
RZE—tF
+=-—A=+—H”
$'000

Tt

64,049 64,601
882,458 922,363
946,507 986,964

R=ZB-NEXA=+tH £7E&
MEARTIHEEE:

At

30 June

2018
R=ZZ2—-N\&F

~NHA=+H
$'000
Fx

At

31 December
2017
R-ZZT—tF
+=-—A=+—H
$'000

Tt

64,049 64,601
123,354 94,509
607,283 672,332
151,821 155,522
882,458 922,363
946,507 986,964
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RE %P B S M &

(Expressed in Hong Kong dollars)
(LAY 7T 51 7R)

10 BANK LOANS (Continued) 10 SRITERE)

(c) At 30 June 2018, the Group had banking facilities () R-ZE—NFENA=1+H KAEE
totalling $946,507,000 (31 December 2017: 2 iR 17§t & & #£946,507,0007T (=
$986,964,000), which were secured by certain of the ZT—tF+ A=+ —H:
Group's property, plant and equipment with net book 986,964,0007T) * JHAREEH T
value of $702,533,000 as at 30 June 2018 ¥ WMELEENR-_Z—N\FEA
(31 December 2017: $739,398,000) and interests in =+ B 2 Bk H % {5702,533,0007C
land held for own use under operating leases with (Z2E—+tt&+=ZA=+—8:
net book value of $220,208,000 (31 December 2017: 739,398,0007T) & 1R & £€ & M & #F
$224,993,000). The banking facilities were utilised to EERZLHEZMNE®FE
the extent of $946,507,000 as at 30 June 2018 220,208,000t (=& —+F + = A
(31 December 2017: $986,964,000). = + — H :224,993,0007t) 1 &

H-RZZE-—N\F~A=+H B
A 2 R17H & ¥ /946,507,000
T(ZE—+tF&+=ZA=+—H:
986,964,0007T) °

11  AMOUNTS DUE TO RELATED PARTIES 11 EAEBERE

Amounts due to related parties are unsecured, interest-free JERREE S c RIBAEER 28 REE

and with no fixed terms of repayment. The related parties EEFH - @HSTECEREERNELEER

have confirmed that they have no intention to request BEFZBARNERER AUZFEHRE
repayment within twelve months from the balance sheet P RIETRE ©

date and accordingly, the balance is shown as non-current.

12 DIVIDEND 12 KE
The directors do not recommend any interim dividend for EETERMEE_ZT—N\FNA=TH
the six months ended 30 June 2018 (2017: $Nil). ERBEARZEAEMNFHERE(ZZE—t
Fm)o
13 COMMITMENTS 13 A&iE

(a) Capital commitments outstanding not provided (a) RAHBBEHRESEREN S KRE

for in the interim financial report BEAREE

At 30 June 2018, the Group had capital expenditure
contracted for but not provided in the interim
financial report in respect of terminal development
and acquisition of port and storage facilities
amounted to $18 million (31 December 2017: $19
million) and petrol station development amounted to
$1 million (31 December 2017: $Nil).

At 30 June 2018, the Group had capital expenditure
not contracted for but approved by the board and
not provided in the interim financial report in respect
of terminal development and acquisition of port and
storage facilities amounted to approximately $139
million (31 December 2017: $140 million).

R-ZE—N\FEXA=+H X&EH
MERBENBEEBOMBT TG
AR GEIEFAZEMELBEITHNEERR
FHREREBEEZCEAAI A H
DAl AE1,808 T(ZE—tF+ =
A=+—H :1,900& t) 21008 7T
—E—tF+-_A=+—H: &)

R-_ZE—N\FEXA=+H KX&EH
MERBENBEEBEOMBT TG
mERRTHELESS A AR K
NP BEREREBEZELAAZS
HOBIBEBET(ZE—+F+HA

=+—H:140ET) -
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(Expressed in Hong Kong dollars)
(A ETTHIR)

13 COMMITMENTS (Continued)
(b) Operating lease arrangement
The Group as lessee

At the balance sheet date, the Group had

commitments for future minimum lease payments
under non-cancellable operating leases in respect of
certain properties, which fall due as follows:

—FR

Within one year
After one year but within five years

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

Rental and storage income earned during the six
months ended 30 June 2018 was approximately $159
million (six months ended 30 June 2017: $112
million).

At the balance sheet date, the Group’s total future
minimum lease payments under non-cancellable

operating leases are receivable as follows:

—FR

Within one year
After one year but within five years
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RiE (&)
(b) BEHEZH
AEBEBEAEA

REER  AKERENATHEL
ETHERLKEHEATNZ RRK
BESZINMBEANT :

At At

30 June 31 December

2018 2017

R-ZZE—N\F RZE—tF

AA=tE +-A=+-=

$°000 $'000

T Tt

5,222 4,169

3,058 3,126

8,280 7,295
AEFERHEA

AEBERBRKEHELHES THR
Ko BT 17 &R B

BE_Z—N\FNA=+HIL/E
BRI zHAE RETFRALE
159 (BE-_E—+tE A=+
BIE/AEAR : 1.12187T) »

REER AEBERESATHEZ
REHERKZ ARKEHE B

(N
At At
30 June 31 December
2018 2017
R-ZZE—N\F RZTE—tF
ANA=+H +=-H=+—H
$'000 $'000
T Tt
55,768 51,752
38,395 42,890
94,163 94,642
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Notes to the unaudited interim financial report
R E P H B 3RS M

(Expressed in Hong Kong dollars)
(LAY 7T 51 7R)

COMPARATIVE FIGURES

The Group has initially applied HKFRS 15 and HKFRS 9 as
at 1 January 2018. Under the transition methods chosen,
comparative information is not restated. Further details of
the changes in accounting policies are disclosed in note 2.

MATERIAL RELATED PARTY TRANSACTIONS

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

Key management personnel remuneration
Remuneration for key management personnel in form of
salaries, other allowances, discretionary bonuses and
retirement scheme contribution is as follows:

Short-term employee benefits
Post-employment benefits

Bl B 12 4= A

SR NS E R

14

15

kBT
RZE-NF-A—-—BAXAEEBEXREN
<<%5}%ﬁﬁﬁi&%ﬁﬁu>%15%&<i§%ﬁaﬂ%
BELEADFR - REMEENBIES
i VEEILEAT - SFBRESHH
E—FHBRERME2 -

BEHAIZERRS

RS BEREEMBORE LIRS LA
RN AEBEFT VB S 2 ERRX 50
T

FTEEEEAEMS

TEEBEABUHM  HEmEE - BETE
MNRAFEHFEABERZMEWT

At
31 December
2017
+ 4

RZE—
+ZHA=+—8H
$'000

T

3,876 3,968
78 81

3,954 4,049
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16

46

POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS
AND INTERPRETATIONS ISSUED BUT NOT YET
EFFECTIVE FOR THE SIX MONTHS ENDED 30 JUNE 2018
A number of amendments and new standards are effective
for annual periods beginning after 1 January 2018 and
earlier application is permitted. Except for the amendments
to HKFRS 9, Prepayment features with negative
compensation, which have been adopted at the same time
as HKFRS 9 (see note 2(b)), the Group has not early
adopted any new or amended standards in preparing this
interim financial report.

The Group has the following update to the information
provided in the last annual financial statements in respect
of HKFRS 16, Leases, which may have a significant impact
on the Group’s consolidated financial statements.

HKFRS 16, Leases

As discussed in the 2017 annual financial statements,
currently the Group classifies leases into finance leases and
operating leases and accounts for the lease arrangements
depending on the classification of the lease. Upon the
adoption of HKFRS 16, where the Group is the lessee
under the lease the Group will be required to account for
all leases in a similar way to current finance lease
accounting, i.e. recognise and measure a lease liability at
the present value of the minimum future lease payments
and recognise a corresponding “right-of-use” asset at the
commencement date of the lease, subject to practical
expedients. HKFRS 16 will primarily affect the Group's
accounting as a lessee of leases for items of property,
plant and equipment which are currently classified as
operating leases.

Upon the initial adoption of HKFRS 16 at 1 January 2019,
the present value of most of the future minimum lease
payments that are payable after 6 months will be
recognised as lease liabilities, with corresponding right-of-
use assets recognised as non-current assets. The Group will
need to perform a more detailed analysis to determine the
amounts of new assets and liabilities arising from operating
lease commitments on adoption of HKFRS 16, after taking
into account the applicability of the practical expedient and
adjusting for any leases entered into or terminated
between now and the adoption of HKFRS 16.

INTERIM REPORT 2018

16

BE-—Z-N\FXRAZTHLEAXEBREHE
B RERBBET - AT EARBREN
RS
ZHREARFTEAR T \F—H—
BERABENFERARER RFREER
A o BRC(E B M 158 & R FAE 7T A
ABRAFHENEN L FE (CRERAB(E
B B 75 3 5 2RI ) FE95% &Y [R] B £R AN (R B
i2(b))) Hh - AR B R A B A o HA B 7% 3R
& B AR F R A (AT T AT SR B AT
Al

AEBY - BFEEWBRRAIEHAE
(BEMBHRESE)F16REENERHE
WA TES - WA AR E SRS M BT,
REBEAFE-

(BRBBRESEREI6RAE
M-—T—tFFREYHREATw A%
EEMSHEES AREHERKEHE -
VREAENENBZERELHEAR -
RNCE BT BRE LD E165% @ A
EEAFMSETHAMAA  AIXREEKA
REBEMEMESTREEAEZBEUNS
ABFAEROARE X EEETHEN
BR - ReEAREEFRENRERR
ATEEAE RPNAORSG B HERA
EREREIEE -(BBMBHHREEL)
BIRBETEFEAEBIEAME BE
MEEEEHELY (BERoEAKERE) %
HAWSFTER -

R_E—NF-—A-—BERRMEEY
HFERDE165%1R - 6fF AR EMHIK
MOREARBEERANREKERSE
ERE HENEREEERR/FRD
BE - REFERRENENERERH
ERRERN(BEVBRELERDF 165
ZEEALRKIENEMBEOER  A5E
1 B 17 5B A 5 A B 0 AT A B TE 1R R A
(FEMHHEER)FE 1657 b5 L&A 4 &
ERELANHEERBENER

S %

D

ok




ERERARLT

OTHER INFORMATION
Hitv & #

REVIEW OF THE INTERIM REPORT

The Group's interim report for the six months ended 30 June
2018 has not been audited but has been reviewed by the Audit
Committee and auditors of the Company, KPMG.

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

As at 30 June 2018, the interests and short positions of directors
of the Company and their associates in the shares, underlying
shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO")) which have been notified to
the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV
of the SFO, or which were recorded in the register required to be
kept pursuant to Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) set out in Appendix 10 of the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing
Rules”) were as follows:

Ordinary shares of HK$0.10 each of the Company

Number of shares

KkHBE
Long

Name of director Positions

Capacity
EEpE 5% #R

Mr. David An Beneficiary of a trust 2,548,203,980

FELE FiEXaA (Note FiiF)
Beneficial owner 218,390,000
ERBEAA

Note: The shares are held directly as to 209,773,980 shares by Extreme
Wise Investments Ltd (“Extreme Wise”) and 2,338,430,000 shares
by Vand Petro-Chemicals (BVI) Company Ltd (“Vand Petro-
Chemicals”). Both companies are wholly-owned by Julius Baer
Family Office & Trust Ltd (“Julius Baer”) which is the trustee of a
trust and Mr. David An is one of the eligible beneficiaries. By
virtue of SFO, Mr. David An is deemed to be interested in the
2,548,203,980 shares.

ERTHRE
AEBRE_ZT-N\FRA=THILERNEAZ
THHRETREEZ  HEAARAZERE
BE@URZEMESHEMEBKAERN -

ESRRO -HEROREEED ZERER
KA

RZBE-NFERA=1TH XRAEERKF
ZHMBARRNRABREEEEE(EERES
KBGO (TE S KRB RG] EXVER) 2 Ik
- HERDREEET EAEREBEERFR
HEHROIEXVIBEIRESD BANE AR LE
BHMERZABERRR ([HRFT]) 2 % Bk
B RETHRBEES LB GDIFEIS2ER T
FEZELMAZEZRAR KB REBR
PrEs LR EmRRD M+ A& LT
BOABEFETESFRXINFESTRI(RET
ADREMEARRA LB 2R KR
T

AARBREEIGET ZEBER

Approximate percentage to the
issued share capital of the Company
EERDRAERTRAZEAE S

Short Long Short
Positions
#R
Nil % 68.27% Nil 4
Nil % 5.85% Nil 4

M e 1 3% 55 B 19 H209,773,9800% EHExtreme Wise
Investments Ltd ([ Extreme Wise |) H#E# A -
M2,338,430,000% B!l FAVand Petro-Chemicals
(BVI) Company Ltd([Vand Petro-Chemicals ])
BEFRE MK A BHulius Baer Family
Office & Trust Ltd ([ Julius Baer |) 2 &% A » &
REMZZAAN MBRLEREGERI®ZA
Z— BEIHFRBAEKRL  BREREETHER
A1 #42,548,203,9800% % 15 15 G #E 25
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Other Information
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Save as disclosed above, as at 30 June 2018, none of the
directors of the Company and their associates had any interest or
short positions in the shares, underlying shares or debentures of
the Company or any of its associated corporations which had to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO or which were required,
pursuant to Section 352 of the SFO, to be entered in the
register referred to therein or which were required, pursuant to
the Model Code, to be notified to the Company and the Stock
Exchange.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
Other than the share option scheme on page 50, at no time
during the period was the Company or any of its subsidiaries a
party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of
shares in, or debts securities (including debentures) of, the
Company or any other body corporate and none of the directors,
their spouses or children under the age of 18, had any rights to
subscribe for securities of the Company, or had exercised any
such rights.

DIRECTORS’ INTEREST IN CONTRACTS

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

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN THE SHARE CAPITAL OF THE COMPANY
As at 30 June 2018, shareholders (other than directors of the
Company) who had interests and short positions in the shares

and

underlying shares of the Company which have been

disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO, or which were recorded in the
register required to be kept by the Company under Section 336
of the SFO were as follows:

Ordinary shares of HK$0.10 each of the Company

Name of shareholder

BRER

Mr. David An &2 % £ (Note FfzE 1)
Julius Baer (Note fff&E 1)

Vand Petro-Chemicals (Note ffzF 1)
Dubai World Corporation (Note Ffi & 2)
Extreme Wise (Note ff&F 1)

Notes:

1.

Number of shares

RSB
Long
Positions
#R

2,766,593,980
2,548,203,980
2,338,430,000
295,248,000
209,773,980

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

The shares are held directly by Pony HK World, indirectly wholly-
owned by Dubai World Corporation.

TERRARADBAREAPZEBRAR

RZZE-—NEXA=1+H BR(ATBELRF
EX)RARAERN REERND T - BEREE
F R BRI EXVEBFE2REIDHZHEX - B
AARBRBECRBERAR  HERBERAR
AREBESFMHEGRIENBMRRAEFEZE
MRz EmERRMT

AARBREEIGET ZERBR

Approximate percentage to the issued share
capital of the Company
EERRRAERTRAZEAE S

Short Long Short
Positions
#R
Nil % 74.12% Nil 4%
Nil % 68.27% Nil 4%
Nil % 62.65% Nil 4%
Nil % 7.91% Nil 4%
Nil % 5.62% Nil 4%

B A -

1. ZZER{H+E218,390,0000 & (& kL EE M
AFEE + 209,773,980/% HExtreme Wise B £ #%F
A+ 1M2,338,430,0008% Rl f5Vand Petro-Chemicals
HERE - MR A A AIUlius Baer2 & #H -
HEERAZIRA MBELERBEERSS
AZ— BEEHRBEEN  SELETH
15 BT 5%2,766,593,9800% % 15 7 #E 5 1 25 o &
{& 4% 4 A Extreme Wise * Vand Petro-Chemicals
MARRZES -

2. ZEM D HPony HK WorldE## 48 @ %A A

J5 B Dubai World Corporationfl# & & A -
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Save as disclosed above, as at 30 June 2018, the Company has
not been notified by any persons (other than directors or the
chief executive of the Company) who had interests or short
positions in the shares or underlying shares of the Company
which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be kept by the
Company under Section 336 of the SFO.

EQUITY-LINKED AGREEMENTS

Share Option Scheme

Pursuant to an ordinary resolution passed on 28 December 2012,
the Company adopted a share option scheme (the “Share Option
Scheme”). The scheme remains in force for a period of 10 years
from adoption of such scheme and expires on 27 December
2022.

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

As at the reporting date, the maximum number of shares in
respect to which options may be granted under the scheme is
373,263,800 shares, being 10 per cent of the issued share
capital of the Company. No share option was granted to or
exercised by any of the directors and senior management during
the period ended 30 June 2018 (2017: Nil) and no share option
was outstanding under the scheme as at 1 January 2018 and 30
June 2018 (1 January 2017 and 30 June 2017: Nil).
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S BE HESEODEARAFAZLTRERS
LISTED SECURITIES

During the period, neither the Company nor any of its A ARARALREFTEHEBAMEREE
subsidiaries purchased, redeemed or sold any of the Company’s [Bl 8 H & AR QB EfM EfEH o

listed securities.

i

CORPORATE GOVERNANCE TEER
(a) Compliance with the Corporate Governance Code and (a) BT EETAJTAHRGCEEARE
Corporate Governance Report

The Company’s corporate governance practices are based KRB ZEEBERBHRIINBBHERS
on the principles and the code provisions (“Code FIER AR (BT FESH EmaR (T E
Provisions”) set out in the Corporate Governance Code MR A e+ E AT R ([
("CG Code”) contained in Appendix 14 of the Rules FER5TAI)) AFTFIEE 2 R Bl K 5F Bl 53
Governing the Listing of Securities on The Stock Exchange ([sFBMEST]) RIRA - RAR B BSF
of Hong Kong Limited (“Stock Exchange”) (“Listing Rules”). EVRTAMERBEST KR EALIR
The Company has complied with the CG Code except for B2 2T FRHREIRE—+F45F
the deviations from Code Provisions A.4.1 and E.1.2 as A o

disclosed in 2017 annual report.

The Company reqgularly reviews its corporate governance RAREHRTEDEE TR - LARER
practices to ensure that these continue to meet the RERFELEBERTAUZHETE -

requirements of the CG Code.
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(b) Compliance with the Model Code
The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules.
Specific enquiry has been made of all the directors and all
of them have confirmed that they have complied with the
Model Code for the six months ended 30 June 2018.

By order of the Board
Yang Dong
Chief Executive Officer and Executive Director

Hong Kong, 28 August 2018

As at the date of this report, the board of directors of the
Company comprises four executive directors, namely Mr. David
An (Chairman), Mr. Yang Dong, Ms. Liu Zhijun and Mr. Zhang
Lei and three independent non-executive directors, namely Mr. Li

Wai Keung, Mr. Chan Chun Wai, Tony and Ms. Hai Hiu Chu.

website: www.hansenergy.com
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