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CORPORATE INFORMATION
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENRE D

BUSINESS REVIEW

For the year ended 31 December 2012, the Group record revenue was
approximately HK$307 million (2011: HK$231 million). The Group's
revenue is mainly contributed from the supply of electricity and heat
segment and oil production segment.

The loss attributable to the owners of the Company for the year
ended 31 December 2012 was approximately HK$333 million (2011:
HK$62 million). The loss of the Group was significantly increase by
approximately HK$271 million as compared to the last corresponding
year due to provision for impairment losses of intangible assets and
property, plant and equipment.

ELECTRICITY AND HEAT BUSINESS

For the year ended 31 December 2012, Shanxi Zhong Kai Group Lingshi
Heat and Power Company Limited (“Shanxi Zhong Kai Group Lingshi”),
in which the Company owns a 60% equity interest, generated revenue
of approximately HK$123 million (2011: HK$104 million), an increase
of approximately 18% as compared to the last corresponding year.
The increase in revenue was mainly due to the carry over effect of the
upward tariff adjustments as announced by the National Development
and Reform Commission in the months of June and December 2011.
The new tariff increase was effective from 1 December 2011.

Shanxi Zhong Kai Group Lingshi recorded a loss of approximately
HK$69 million (2011:
due to the increase in revenue as a result of the carry over effect of the

HK$73 million). The decrease in loss was mainly

electricity tariff adjustments effective from 1 December 2011.

Energy International Investments Holdings Limited ¢ Annual Report 2012
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

During the year, impairment loss of goodwill of approximately HK$68
million (2011: HK$65 million) is recognised. The reasons attributable
to the impairment loss of goodwill are mainly due to the significant
increase in the cost of raw materials, government restriction on the
pricing policy on the provision of heat to the local residents and the
limited demand of electricity by local customers.

In 2012, Shanxi Zhong Kai Group Lingshi focused on improving
operational efficiency and strengthening its environmental protection
facilities. During the year, it commenced the construction work of
sewage treatment with an aim of achieving zero-emissions.

Finance costs on bank and other borrowings decreased from
approximately HK$6 million in 2011 to approximately HK$1 million in
2012. It was mainly due to the repayment and assignment of interest-
bearing borrowings during 2011 and 2012. In the first quarter of
2012, a bank loan in the amount of RMB10 million was unconditionally
assigned to a non-controlling shareholder. The loan was waived by
the non-controlling shareholder and then credited to capital reserve in
equity accordingly.

The management will continue to review our collaboration with the
local government for the heat supply in Lingshi county to ensure that
our heat business remains commercially sound.

OIL BUSINESS

In 2012, global economic recovery was slow and the growth rate
of China’s economy has slowed down. The growth rate in demand
in the oil market has decreased. In the face of the complicated and
harsh economic environment, the Group focused on the quality and
efficiency of its growth. In 2012, the Group achieved a turnover of
approximately HK$184 million (2011: HK$128 million), representing an
increase of 44% as compared with last year. The reportable segment
results of oil production before impairment losses of intangible
assets and property, plant and equipment in 2012 record a profit of
approximately HK$46 million (2011: HK$31 million), representing an
increase of 48% as compared with last year. This was primarily due
to the combined impact of the increase in sales volume of crude oil
and lower special petroleum revenue tax rate, the inverse relationship
between the selling price of the crude oil. The management expects
that the oil business will continue to generate revenue and contribute
operating cash flows to the Group in the year of 2013.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEESWE D

The results of operations in oil business are detailed below. BBEBIICEEEFINDOT -
Results of operations REXE

Year ended 31 December

BE+=-A=t—~H

IHFE

2012 2011

HK$°000 HK$'000

—B——F —T——F

FET FHT

Net sales to customers RFEHEFE 184,431 127,544

Other income H A 17,849 13,465

Operating expenses R (104,890) (65,264)

Depreciation e (25,112) (19,114)

Special petroleum revenue tax i R E R (25,921) (26,037)

Impairment loss of intangible assets mEEEZREERE (323,367) -
Impairment loss of property, plant and Y BRE MR B 2R EEE

equipment (48,939) -

Results of operations before income BRETISHIBA S AT AL & 24
tax expenses (325,949) 30,594

6 Energy International Investments Holdings Limited ¢ Annual Report 2012



MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

COOPERATION CONTRACT IMPAIRMENT

As at 31 December 2012, the Company reviewed the carrying amounts
of its assets related to the cooperation contract entered between
China National Petroleum Corporation and China Era Energy Power
Investment Limited (a indirect wholly-owned subsidiary) on 13 August
2007 (the "Cooperation Contract”), and determined that impairment
would be necessary. The impairment losses were mainly due to the
decrease in oil prices, updated information on production costs and
delays in the drilling and extraction schedules. The planned drilling
and extraction schedules were delayed due to the unanticipated
interruptions or unforeseeable circumstances such as poor weather
in the People’'s Republic of China ("PRC") oil field. Accordingly, the
Company determined that the carrying amounts of the assets related
to the Cooperation Contract would likely not be recoverable based on
the revised timing of future cash flows projected from Cooperation
Contract.

In assessing the recoverable amount at 31 December 2012, the
Company calculated the value-in-use of the intangible assets and
related assets by the discounted cash flow analysis prepared on
acquisition of the property to reflect deferral of development of the
property by the revised price and cost considerations. The projected
cash flows are based on the following key assumptions:

° Total estimated operating and construction costs of wells of
the PRC oil field for the remaining terms of the Cooperation
Contract;

° The adopted crude oil prices was reference to the crude oil

future contract; and

o The pre-tax discount rate of 20.68% by reference to market
comparable.

The recoverable amount of the intangible and other assets related
to the Cooperation Contract was determined by value-in-use
calculation based on the discounted future cash flows associated
with Cooperation Contract. The review on the carrying amounts
of these assets resulting in total impairment loss of approximately
HK$372,306,000. The impairment loss has been recorded within
operating expenses on the face of the statement of consolidated
income statement and relates to the Company’s segment information
in oil production.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN WD

EXPLORATION AND MINING BUSINESS

As disclosed in the Company’s announcements dated 26 and 27
August 2010 and the Company’s 2010 interim report, the Board, to its
astonishment, found out that as from 31 January 2010 the exploration
licence held by Qinghai Forest Services Mining Industry Developing
Company Limited (“QHFSMI”), an indirect wholly-owned subsidiary
of the Company incorporated in the PRC, had been transferred to a
company known as AR H/PNALILRFREEER AR (in English, for
identification purpose only, Inner Mongolia Xiao Hong Shan Yuen
Xian Mining Industry Company Limited), which is wholly-owned by
Ms. Margaret Lai Ching Leung (“Ms. Leung”) beneficially through
a company known as Yuenxian Mining Industry Holding Company
Limited, without the Company’s knowledge, consent or approval. Due
to the loss of the exploration licence, it is the Board’s current intention
to suspend the Group's exploration and mining business until the
Group regains control of QHFSMI and the exploration licence.

As disclosed in the Company’s announcement dated 10 January
2013, in April 2012, a legal proceeding was commenced by Hong
Kong Forest Source Mining Industry Holding Company Limited (“Hong
Kong Subsidiary”), against Ms. Leung, IS & /NAT 1L R %7 18 3£ A 2
AR AF (In English, for identification purpose only, Inner Mongolia
Xiao Hong Shan Yuen Xian Mining Industry Developing Company
Limited) (“Yuen Xian Company”) and Qinghai Forest Source Mining
Industry Developing Company Limited (“Qinghai Subsidiary”) (the
“Legal Proceeding”). Hong Kong Subsidiary has sought to invalidate
the Change of Exploration Right Agreement signed between Qinghai
Subsidiary and Yuen Xian Company. Under the Change of Exploration
Right Agreement, the exploration licence held by Qinghai Subsidiary
was transferred to Yuen Xian Company. The judgment of Xining
City Intermediate People’s Court of Qinghai Province of the PRC are
summarised as follows:

(1) The Change of Exploration Right Agreement signed between
Qinghai Subsidiary and Yuen Xian Company dated 11
November 2009 is invalid; and

(2) The request for proceedings of the Hong Kong Subsidiary
against Ms. Leung be dismissed. Qinghai Subsidiary and Yuen
Xian Company each bear half of the fees for entertaining the
case.

The Company will take further legal action in the PRC and continue
to seek advice from its PRC legal advisers. Further announcement(s)
will be issued by the Company as and when necessary to comply with
the requirements of the Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchange of Hong Kong Limited (“the
Stock Exchange”).
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENRRD M

FUTURE PLAN AND PROSPECTS

()

(i)

Electricity and heat business

In 2012, we renewed the heat supply contract with the Central
Heat Transmit Station of Lingshi County, the local government
authority, for the new winter season this year. The management
will review our collaboration with the Central Heat Transmit
Station of Lingshi County for the heat supply services to
ensure that our heat supply business remains cost effective and
commercially sound.

Due to the global economic crisis, the Chinese economy
showed signs of slowdown during 2012. This unfavorable
economic climate will create a challenging operating
environment for our electricity and heat business. Going
forward, we remain cautious about the prevailing uncertain
economic condition. The management will continue to take
measures to improve productivity in order to mitigate the
impact of the unfavorable economic conditions.

Oil business

In 2013, the world economy is expected to recover and demand
for energy with continue to grow. The Group will continue
oil production activities, aiming to increase its production
capacity. On the other hand, the Group will also continue to
improve extraction techniques in order to increase the overall
efficiency. The Group will continue to place great emphasis on
its scientific and geological researches, increase efforts to make
breakthroughs on key techniques, strengthen the meticulous
exploration of mature oil field, actively push forward venture
exploration in oil field.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN WD

Capital expenditures for the oil production segment for
2012 amounted to approximately HK$99 million, which were
primarily related to the drillings and facilities construction for
the oil field. The Group anticipates that 60 more production
wells would be drilled in 2013 and the related capital
expenditures would amount to approximately HK$157 million.
These 60 new wells are expected to contribute to the oil
production during the year of 2013. Taking into accounts the
production capacity of other existing wells and facilities, it is
estimated that the annual oil production of the oil field of the
Lower Cretaceous System Quantou Formation Third Member
Yangdachengzi Layer which is situated at Liangjing Block of
Songliao Basin at Jilin Province of the PRC in 2013 would be
approximately 71,000 metric tonnes (equivalent to 517,000
barrels of oil).

FINANCIAL SUMMARY

The Group's revenue for the year ended 31 December 2012 was
approximately HK$307 million. The administrative expenses for the
year ended 31 December 2012 were approximately HK$31 million,
which represented an increase of 5% compared to the administrative
expenses incurred last year.

The loss attributable to the owners of the Company for the year
ended 31 December 2012 was approximately HK$333 million record
a significant increase in loss, as compared to last corresponding year.
The loss was mainly resulted from the provision for impairment losses
of goodwill, intangible assets and property, plant and equipment
amounted to approximately HK$68 million, HK$323 million and HK$49
million respectively.

As a significant portion of the Group’s sales and purchases were
denominated in Hong Kong dollars and Renminbi, the directors
considered the Group has no significant exposure to foreign exchange
fluctuations in view of the stability of the exchange rates of Hong
Kong dollars and Renminbi. During the year under review, the Group
did not use any hedging instrument.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WD

CURRENT AND GEARING RATIOS

As at 31 December 2012, the Group had total assets of approximately
HK$2,717 million (2011: HK$3,146 million), total liabilities of
approximately HK$751 million (2011: HK$880 million), indicating a
gearing ratio of 0.28 (2011: 0.28) on the basis of total liabilities over
total assets. The current ratio of the Group for the year was 0.90
(2011: 0.96) on basis of current assets over current liabilities.

CHARGES ON ASSETS

As at 31 December 2012, the Group did not have any interest-bearing
bank borrowings (2011: HK$12 million) and pledged bank deposits
amounted to approximately HK$995,000 (2011: HK$976,000).

EMPLOYEE INFORMATION

As at 31 December 2012, the Group employed 445 full-time
employees (2011: 450). The Group’s emolument policies are
formulated on the performance of individual employees and are
reviewed annually in line with industry practice. The Group also
provides provident fund schemes (as the case may be) to its employees
depending on the location of such employees.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEESWE D

DIVIDEND KE
The Directors do not recommend the payment of any dividend for the EETERERNEEZE_T—=—F+=ZA=1+—H
year ended 31 December 2012 (2011: Nil). IFFEZEARS (ZT——F &)
INFORMATION OF OIL RESERVES FHREER
Changes in estimated quantities of proved crude oil reserves for the HE-_FT——Fr=_FT—F+ZA=+—HL
year ended 31 December 2012 and 2011 are indicated as follows: FE FRREBREZHFAHECEHIHNAT
Crude oil
PRC
(millions of Tonnes)
B R
(B&Em)
Reserves as at 1 January 2011 —E-—F5-A-HZzH=E 3.796
Changes results from: EATNEEmEES
Production FE (0.029)
Reserves as at 31 December 2011 T ——F+ZRA=+—HZFE= 3.767
Changes results from: EATEEmEELS:
Production FE (0.037)
Reserves as at 31 December 2012 R-ZB-—F+ZA=+—HZ&EE 3.730

Note: Based on the Group's share of participated interests in the oil field Wi BEBEASEERARTHEESERNHAZS
through jointly controlled operations. BfERETE -
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BIOGRAPHICAL DETAILS OF DIRECTORS

EEBEEFE

EXECUTIVE DIRECTORS

Mr. Luo Nianru, aged 61, was appointed as executive Director of the
Company in November 2011. He graduated from Sichuan Provincial
Institute of Economic Management with a degree in Economic
and Management. He has over 40 years of working experience in
exploration and exploitation of the petroleum industry. He has acted as
the deputy director of the Manager of Ministry of Foreign of the China
National Petroleum Corporation (the “CNPC") from August 2002 to
June 2011 and the deputy director of the Sichuan Petroleum Board
Authority of the CNPC from May 1998 to July 2002.

Mr. Chan Kwok Wing, aged 55, was appointed as executive Director
of the Company in July 2009. He has been working in securities
brokerage and funds management professions. Wholly devoted to
petroleum and natural gas upstream development arena since 2006,
he participated in discussions on various petroleum and natural gas
projects in China and internationally, including Africa, central Asia and
America, accumulating rich and extensive experience in exploration,
exploitation and production. He was an executive director and chief
executive officer of China Energy Development Holdings Limited
(stock code: 228), a company listed on the Main board of the Stock
Exchange, for a period from October 2009 to December 2009.

Mr. Wang Donghai, aged 60, was appointed as executive Director of
the Company in September 2009. He has extensive experience in all
oil-related areas, including oil production, exploration, development
and investment economics, investment and financial management,
infrastructure and overall operations of oilfields. He has been acted
as the Head of the Gudong Oil Production Centre (one of the largest
oil production centres of the Shengli Qilfield) since 2000; He also has
been a visiting professor at the Nanjing University since 2001, teaching
post-graduate and graduate students on subjects including oil field
exploration and development, oil economics and state security.

Ms. Wang Meiyan, aged 50, was appointed as executive Director
of the Company in January 2011. She graduated from a vocational
education institute. She was a senior officer of the Office of Dongying
Municipal Committee, Shandong Province, Geology Research Institute
of Shengli Oilfield (B & EH#Z %Pt ) , Huaren Group of Shenyang
Military Area Command (V& E R ZE{ £ E ), Chinese Enterprises
Daguan Magazine ( 1 B {d 3 KB ZE551 ) , the Association of Chinese
Enterprises Television Stations (FEI{2EHR 215 E ), American Pan
Asia Investment Group Corporation (E£EZ 5% E&EH A 7)) and
Kashgar project of Tarim Qilfield in Xinjiang. Ms. Wang has extensive
experience in corporate management and leadership.
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BIOGRAPHICAL DETAILS OF DIRECTORS
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Mr. Yang Guangming, aged 65, was appointed as executive
Director of the Company in January 2011. He obtained his diploma in
petroleum geology from Jilin Petroleum School (& #& A HER A
JHLE ) in September 1983 and his degree or diploma of Petroleum
Exploitation Geology in China University of Geosciences (# Bl i /&
KELMFAZEME) in 1991, He worked in Oil Extraction Plant No. 2
of lilin Oil Field Group (& Ml HEE =& ) from 1970 to 2002, and
he worked in the same group as the head of the geological research
institute in 1983 and as chief geologist in 1994. From December
2002 to July 2007, He worked as deputy general manager in charge
of the production and chief geologist in Jilin Petroleum Natural
Gas Development Limited (EMM AR RKARHAEERETAA) .
As disclosed in the Company’s circular dated 11 October 2010, He
currently is a member of the management team of certain subsidiaries
of the Company engaged in the petroleum resources development and
production business. He is responsible for supervising the operation of
production, in particulars to ensure that the operation complies with
the applicable laws, regulations, safety and environment requirements.
He is also responsible for making necessary arrangement in the
production line and planning for production schedule.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Choi Chi Fai, aged 35, was appointed as independent non-
executive Director of the Company in July 2011.
Degree of Business Administration in Accounting from The Hong Kong
University of Science and Technology. Mr. Choi is a member of Hong
Kong Institute of Certified Public Accountants and a fellow member

He holds a Bachelor

of the Association of Chartered Certified Accountants. He has over
10 years of experience in internal and external auditing, merger
and acquisition, and direct investment. Currently, Mr. Choi is Chief
Investment Officer of Carnival Group International Holdings Limited,
which is listed on the Stock Exchange (stock code: 996). Prior to that,
he was Associate Director of CCB International Asset Management
Limited (the “CCBIAM"). CCBIAM is ultimately controlled by China
Construction Bank Corporation, which is listed on the Stock Exchange
(stock code: 939) and the Shanghai Stock Exchange (stock code:
CH.601939).
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Mr. Wang Jinghua, aged 31, was appointed as independent non-
executive Director of the Company in July 2011.
University of Exeter, United Kingdom. He holds two Bachelor of Arts
degrees with major in Internet Computing and Economics & Finance
and a Master of Science degree with International Management.
From 2009, Mr. Wang acted as a General Manager Assistant in China

He graduated from

Western Holdings Co., Ltd. He has most experience in the investment
program and contract in the urban construction project.

Mr. Chan Wai Cheung Admiral, aged 39, was appointed as
independent non-executive director of the Company in March 2012.
He holds a Bachelor of Arts (Honours) in Accountancy from City
University of Hong Kong. Mr. Chan is a member of the Hong Kong
Institute of Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants. He has over 10 years
of experience in accounting and auditing field.
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The Company is committed to maintain a high standard of corporate
governance, holding the beliefs of transparency, honesty and
accountability. The Board of directors of the Company considers that
sound corporate management and governance practices are essential
to the Company’s healthy growth under all business environments.
Therefore, we continuously review and improve our corporate
governance standards to ensure maximum compliance with the
relevant laws and codes.

The Code on Corporate Governance Practices set out in Appendix 14
(the "Code”) were amended and revised as the Corporate Governance
Code and Corporate Governance Report (the “CG Code”) which
became effective from 1 April 2012. During the year ended 31
December 2012, the Company has complied with the applicable code
provisions of the CG Code as and when they were/are in force, except
for the deviation as disclosed in this annual report.

DEVIATION FROM CG CODE

(i) A.2.1 of the CG Code, the roles of chairman and chief
executive officer (the “CEO") should be separate and should
not be performed by the same individual and the division of
responsibilities between the chairman and CEO should be
clearly established and set out in writing. Since the positions of
the chairman and CEO are vacated, the Company is still looking
for a suitable candidate to fill the vacancy of chairman and
CEOQ. The Board will review the management structure of the
Group from time to time and will adopt appropriate measures
as may be desirable for future development of the operating
activities or business of the Group;

(i) A.4.1 and A.4.2 of the CG Code, non-executive directors
should be appointed for a specific term, subject to re-election
while all directors should be subject to retirement by rotation
at least once every three years. For the year under review, all
independent non-executive directors of the Company have
not been appointed for a specific term but they are subject
to retirement by rotation in accordance with the Company's
Articles of Association;

(iii) E.1.2 of the CG Code, the chairman of the Board should
attend the annual general meeting (the “AGM"). However, the
chairman is vacated. Ms. Wang Meiyan as the executive director
will attend the AGM and will be available to answer questions
at the AGM; and
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(iv) A.6.7 of the CG Code, Mr. Wang Jinghua, the independent
non-executive director, was unable to attend the AGM of the
Company held on 7 June 2012 as he was out of town for other
businesses.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors by Listed Issuers (the “Model Code"”) set out in Appendix
10 of the Listing Rules. The Company has made specific enquiries with
each directors and each of them confirmed that he had complied with
the required standards set out in the Model Code throughout the year
ended 31 December 2012.

BOARD OF DIRECTORS

The Board determines and keeps under review the objectives of the
Group. It makes decisions on overall strategies and actions necessary
for achieving these objectives, monitors and controls financial
and operating performance, formulates appropriate policies, and
identifies and ensures best practices of corporate governance. The
Board members are fully committed to their roles and have acted in
good faith to maximise the Shareholders’ value in the long run, and
have aligned the Group'’s goals and directions with the prevailing
economic and market conditions. Daily operations and administration
are delegated to the management. It has given clear directions as
to the powers of management, in particular, with respect to the
circumstances where management should report back and obtain prior
approval from the Board before making decisions or entering into any
commitments on behalf of the Company.

The Board comprises a balanced number of executive Directors
and non-executive Directors (including independent non-executive
Directors) that can ensure there is adequate independent judgment for
the running of the Company’s business. The members of the Board
comprise experts from various professions with extensive experience.
Two of the independent non-executive Directors has appropriate
professional qualifications or accounting or related financial
management expertise. In all corporate communications, the Company
had disclosed the composition of the Board according to the categories
and responsibilities of the directors.
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As at the date of this annual report, the Board comprises eight
members, including five executive Directors and three independent
non-executive Directors. The Board members during the year and up to
the date of this annual report were:

Executive Directors

Mr. Luo Nianru

Mr. Chan Kwok Wing

Mr. Wang Donghai

Ms. Wang Meiyan

Mr. Yang Guangming

Mr. Law Fei Shing (Resigned on 1 January 2012)

Independent Non-Executive Directors

Mr. Choi Chi Fai

Mr. Wang Jinghua

Mr. Chan Wai Cheung Admiral (Appointed on 30 March 2012)
Mr. Sun Tak Keung (Resigned on 1 January 2012)

Appointment, Re-election and Rotation of
Directors

All Directors were not appointed for any specific terms and they are
subject to re-election by shareholders at AGM and at least once every
three years on a rotation basis in accordance with Article 108 of the
Articles of Association of the Company. A retiring Director shall be
eligible for re-election at AGM and shall continue to act as a director
throughout the meeting which he retires. Where vacancies arise at
the Board, candidates are proposed and put forward to the Board by
the Nomination Committee as more fully explained below under the
section on Nomination Committee.
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Directors’ Training

Upon appointment to the Board, the Directors receive a package
of orientation materials about the Group and are provided with
a comprehensive induction to the Group's businesses by senior
executives. The package includes a copy of “A Guide on Directors’
Duties” issued by the Companies Registry of Hong Kong. All Directors
are encouraged to participate in continuous professional development
to develop and refresh their knowledge and skills. The Group provides
briefings and other training to develop and refresh the Directors’
knowledge and skills.

In addition, with effect from 1 April 2012, Directors are provided
with monthly updates on the Company’s performance, position
and prospects to enable the Board as a whole and each Director to
discharge their duties.

Biographical details of the Directors of the Company as at the date of
this annual report are set out in the “Biographical Details of Directors”
section on pages 13 to 15 of this annual report. None of the Directors
has any financial, business, family or other material or relevant
relationships among members of the Board.

The Company has received an annual confirmation of independence
from each of its independent non-executive Directors pursuant to Rule
3.13 of the Listing Rules. Based on the contents of such confirmation,
the Company considers that the three independent non-executive
Directors are independent and that they have met the specific
independence guidelines as set out in Rule 3.13 of the Listing Rules.
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During the year ended 31 December 2012, 7 full Board meetings/one HEZZ——F+-A=1+—HLFE X217
AGM were held and details of attendance is set out as follows: BHtAEEEESSHE—ARRBFRE -
BEZEZHBERFRDOT

Number of Board meetings
attended/eligible to

attend Board meetings AGM
HEEEREE
EESEE XY BRBEFAE
Executive Directors BITES
Mr. Luo Nianru maMEE 7/7 0/1
Mr. Chan Kwok Wing R [ £ 5 A 7/7 0/1
Mr. Wang Donghai FREEAE 6/7 0/1
Ms. Wang Meiyan F KA 4 7/7 1/1
Mr. Yang Guangming % Yt R S A 6/7 0/1
Independent Non-Executive Directors BYFHTE
Mr. Choi Chi Fai BEBEE 717 11
Mr. Wang Jinghua FIHEELLE 6/7 0/1
Mr. Chan Wai Cheung Admiral PRIE®E 5T A4
(Appointed on 30 March 2012) (R-_ZF——F
ZA=ZSHEZHE) 5/5 11

Every Board member have full and timely access to Board papers BUEFENEHYITEATEREHNESTS MG
and related materials and has unrestricted access to the advice and RAERAER WA ERIREATIMEZERM=E
services of the company secretary, and has the liberty to seek external REMRH RS REBHERZRZRIN
professional advice if so required. The company secretary continuously BEEER - REMEETHRMBESRE LT
updates all Directors on the latest development of the Listing Rules RAREMBERAEERTE 2 &TER  UERA
and other applicable regulatory requirements to ensure compliance and NABETREFRIFPEE TR

upkeep of good corporate governance practice.

The Company has attached much importance to the risk management RAAREEERUEFEAZAKER YEH
about directors’ liabilities and has arranged appropriate liability EZRARFSRERELHEAZETRE R
insurance for Directors and senior management of the Company. The RIREEBELFEFFIRT -

insurance coverage is reviewed on an annual basis.
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REMUNERATION COMMITTEE

The remuneration committee, established in compliance with the CG
Code, comprises the three independent non-executive Directors of
the Company and the chairman of the remuneration committee, is
responsible for reviewing and evaluating the remuneration packages of
the executive Directors and senior management of the Company and
making recommendations to the Board of directors from time to time.

The remuneration committee currently comprises the three
independent non-executive Directors of the Company.

The remuneration committee has adopted written terms of reference
prepared by reference to the suggested terms of reference stated
under the Code Provision B.1.2 of the CG Code.

The terms of reference of the Remuneration Committee have been
uploaded to the Company's website and its official website for
corporate communications.

During the year ended 31 December 2012, the remuneration
committee held two meetings to review the remuneration package of
the Board members and the senior management. Composition of the
remuneration committee and details of members’ attendance to the
committee are as follows:
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Number of meetings
attended/eligible to
attend meetings

HEEEE

HEEBERH

Mr. Choi Chi Fai BEEEE 2/2

Mr. Wang Jinghua FBELLE 2/2
Mr. Chan Wai Cheung Admiral PRIEELE

(Appointed on 30 March 2012) (R-ZFE——F N/A

ZA=FHEZF) 3 A

NOMINATION COMMITTEE

The nomination committee, established in compliance with the CG
Code, comprises the three independent non-executive Directors of the
Company and the chairman of the Company, is responsible for making
recommendations to the Board on the appointment of Directors and
management of the Board succession.

The nomination committee currently comprises the three independent
non-executive Directors of the Company.
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The nomination committee has adopted written terms of reference
prepared by reference to the suggested terms of reference stated
under the Code Provision A.5.2 of the CG Code.

The terms of reference of the Nomination Committee have been
uploaded to the Company’s website and its official website for
corporate communications.

During the year 2012, two meetings of the Nomination Committee
was held. Details of members’ attendance to the committee are as

REZESCHRARBELEEETRIZ T RNEX
A5 215 Pl 2 SRR IR FE B T AR 3L 2 B S BRAE 80
B

REZEGZREBED LHEAR M RHE
HRARRAR G Z EAMU -

R-T——% Tm%%%% TTBMRE K
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follows:

Number of meetings
attended/eligible to
attend meetings
HE BEE
HEEERE
Mr. Choi Chi Fai EEEEE 2/2
Mr. Wang Jinghua TWHELELE 2/2

Mr. Chan Wai Cheung Admiral PRIEE T A
(Appointed on 30 March 2012) (R-_ZF——4F N/A
=H=1HAEZE) I35 A

AUDIT COMMITTEE

The audit committee of the Company was established with written
terms of reference in compliance with Rule 3.21 of the Listing Rules
and the suggested terms of reference stated under the Code Provision
C.3 of the CG Code. The audit committee currently comprises three
independent non-executive Directors and is chaired by Mr. Choi Chi
Fai. The audit committee is responsible for review of the Group's
accounting principles, practices internal control procedures and
financial reporting matters including the review of the interim and final
results of the Group prior to recommending to the Board for approval.
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The terms of reference of the Audit Committee have been uploaded
to the Company’s website and its official website for corporate
communications.

Three meetings of the Audit Committee were held during the year to
approve the financial statements of the Company for the year ended
31 December 2011 and for the six months period ended 30 June 2012.
During the year, the Board conducted a review of the effectiveness
of the system of internal control of the Company and its subsidiaries
covering all material financial, operational and compliance controls and
risk management functions. One of the Audit Committee meetings was
held to review this internal control of the Company and the internal
weakness report submitted by the independent auditor, and the Audit
Committee was satisfied that such systems are effective and adequate.
The attendances at these meetings are as follows:
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meetings attended/
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attend meetings

HESRER

HESBRH

Mr. Choi Chi Fai BERBEE 3/3

Mr. Wang Jinghua THEELE 2/3
Mr. Chan Wai Cheung Admiral PRIEE L E

(Appointed on 30 March 2012) (R=—F——4F
ZH=1HEZT) 2/2

AUDITOR’'S REMUNERATION

The Audit Committee reviews and monitors the independent
auditor’s independence and objectivity and effectiveness of the audit
process. It receives each year the letter from the independent auditor
confirming their independence and objectivity and holds meetings
with representatives of the independent auditor to consider the scope
of its audit, approve its fees, and the scope and appropriateness of
non-audit services, if any, to be provided by it. The Audit Committee
also makes recommendations to the Board on the appointment and
retention of the independent auditor.
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During the year, BDO Limited was appointed as the auditor of the
Company and to hold office until the conclusion of the next annual
general meeting of the Company.

The following table sets forth the type of, and fees for, the principal
audit services and non-audit services provided by BDO Limited to the
Group for the year ended 31 December 2012:

FR BRELUCERZSANEBMBERIFAES
ERARBZREE TEEEARARR T —ER
RBFRGTHERIL-

TR EE_T——FFTA=T—HIEFE
HEBYEEREMEEMERAFTIRE TR
SEFEZHRBRIFZERE 2 BHERK
E=

Services rendered
Fees paid/payable

HK$'000

P iR R AR 7§

et ENER

FER

Audit services ZE AR 860
Non-audit services (i.e. consultancy services) R (BB RZARE) -
Total HE 860

INTERNAL CONTROL

The Company endeavors to implement a sound risk management and
internal control system. The Board is responsible for maintaining an
adequate internal control system to safeguard Shareholder investments
and Company’s assets, and reviewing the effectiveness of such system
on an annual basis, as well as through the audit committee. For the
year ended 31 December 2012, the audit committee reported to the
Board on any material issues and inadequate measures and made
recommendations to the Board.

COMPANY SECRETARY

Mr. Wong Siu Keung, Joe has been the Company Secretary of the
Company since May 2011. Mr. Wong is a member of Hong Kong
Institute of Certified Public Accountants and a fellow member of the
Association of Chartered Certified Accountants. He reports to the
Board and assists the Board in functioning effectively and efficiently.

During the year 2012, Mr. Wong has confirmed that he has taken no

less than 15 hours of relevant professional training to update his skill
and knowledge.

Energy International Investments Holdings Limited ¢ Annual Report 2012
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SHAREHOLDERS’ RIGHT

The rights of Shareholders and the procedures for them to demand
a poll on resolutions at Shareholders’ meetings are contained in
the Company’s Articles of Association. Details of such rights to
demand a poll and the poll procedures are included in all circulars to
Shareholders prior to 31 December 2012 and will be explained during
the proceedings of meetings. Poll results, if any, will be posted on both
the websites of the Stock Exchange and the Company no later than 30
minutes before the earlier of the morning session or any pre-opening
session on the next business day of the Shareholders’ meeting.

Convening of Extraordinary General Meeting

Pursuant to Article 64 of the Articles of Association of the Company,
an extraordinary general meeting shall be convened on the written
requisition of one or more shareholders of the Company for the
attention of the Board or the Company Secretary.

The written requisition shall specify the purpose of requiring the
extraordinary general meeting and signed by the requisitionist(s),
provided that such requisitionist(s) held as at the date of deposit of the
written requisition not less than one tenth of the paid up capital of the
Company having the right of voting at general meetings.

If within 21 days of such deposit the Directors fail to proceed to
convene the extraordinary general meeting, the requisitionist(s) may
do so in the same manner, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Directors shall be
reimbursed to the requisitionist(s) by the Company.

BRRER

BREKEBRRAGHARBRARETARRZ
BAMREFENAARZREZMA - UREFTAK
RZBEAENERERFFBEEINNR T ——F
+*H:+—Em§%%h$2%ﬁﬁ&'ﬁ%
REHELETUHA - REER (NE) B TERK
RRERE_MFAEXERZRTHFATAIRER (JA
BFERE) 1307 B TI BN B P R AR B
U o

BRRRERRE

REARRB 2 EBERARFE6AME —RHIA L
ZARRBERAMNEFEXARAZARWER
REMEBR ARBRERAREG -

%@giﬁﬂﬁgiﬁﬁﬁﬁﬁﬁﬁAZEm'
THEREZRZ HEZALTRNREZXEBERZAH
LR /,\hﬁ$9 RAEARBERRBERAG LRE
ZEBBARTDZ—-

HEEGRIEHZBERK2IAARERFZA
REN—ERZBALTAUBRIXEFHAK
2 MARRBRREHEBRATENAAHED
RALTREESREAFAREMEL Z S EH

o

Xt N8 1 18

HERERREERERAT s —T——FFH 25




CORPORATE GOVERNANCE REPORT
PEELRE

Procedures for Shareholders to propose a person
for election as a Director

Pursuant to Article 113 of the Articles of Association of the Company,
no person, other than a retiring Director, shall, unless recommended
by the Directors for election, be eligible for election to the office
of Director at any general meeting, unless notice in writing of the
intention to propose that person for election as a Director and notice
in writing by that person of his willingness to be elected shall have
been lodged at the Head Office or at the Registration Office at least
seven clear days before the date of the general meeting.

Accordingly, if a shareholder wishes to nominate a person to stand for
election as a Director at the AGM, the following documents must be
validly served at the Company’s head office or the registration office
within the period specified in Article 113 of the Articles of Association
of the Company, namely, (1) his/her notice of intention to propose a
resolution to elect a nominated candidate as a Director at the AGM;
(2) a notice signed by the nominated candidate of the candidate’s
willingness to be elected; (3) the nominated candidate’s information as
required to be disclosed under rule 13.51(2) of the Listing Rules; and
(4) the nominated candidate’s written consent to the publication of
his/her personal data.

INVESTOR RELATIONS

The general meetings of the Company provide a platform for
communication between the Shareholders and the Board. Our
Directors are available at the Shareholders’ meetings of the Company
to answer questions and provide information which Shareholders may
enquire. The Company continues to enhance communications and
relationships with its investors. Enquiries from investors are dealt with
in an informative and timely manner.

Taking advantages of various resources, the Company keeps
communicating with its Shareholders regularly and properly to ensure
that Shareholders are adequately aware of any important issues during
the course of the Company'’s operation, and then exercise their rights
as Shareholders with sufficient knowledge. Investors are welcome to
write directly to the Company at its Hong Kong registered office for
any inquiries.
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DIRECTORS’ RESPONSIBILITY FOR PREPARING
THE FINANCIAL STATEMENTS

The Board acknowledges that it is responsible for the preparation
of financial statements of the Group and for ensuring that financial
statements are prepared in accordance with statutory requirements
and applicable accounting standards. The Board also ensures the timely
publication of financial statements of the Group. The Directors confirm
that, to the best of their knowledge, information and belief, having
made all reasonable enquiries, they are not aware of any material
uncertainties relating to events or conditions that may cast significant
doubt upon the Company's ability to continue as a going concern.

The statement of the external auditor of the Company, BDO Limited,
about their reporting responsibilities on the financial statements of the
Group is set out in the Independent Auditor’s Report on pages 42 to
44 of this annual report.

VOTING BY POLL

Pursuant to Rule 13.39(4) of the Listing Rules, any vote of shareholders
at a general meeting must be taken by poll. As such, all the resolutions
set out in the notice of the AGM will be voted by poll.

EERBRMBBRRAEAREZRE

SR HARERREAKEZMB®WE - AE
RARBZPBRREZBETAMEBRER R
EREFEANZRE - EFENMABRRASEY
BHRJEGF T -EFLEH VA BT RKRE
R MBS FAERME BRELTAEFHE
EREATHEEREM TSI BMEAREZHE
RERENERERREE Z EMHHIFR -

KRB Z NGB BB L EER ST BB
BRATMESEHAEENFHERZBRELE
HBREESNANERFAEEF44E 2 BIEER
fh R & o

RERR

B P HAIE13.394) & BERBEAS
FERERRGEUEZEFRET - AL REAF
AEGREMF 2 LMRABRREBUBREFRNETE
o

HERERREERERAT  —T——FF% 27




REPORT OF THE DIRECTORS
EEEHRES

The Directors present their report and the audited financial statements
of Energy International Investments Holdings Limited and its
subsidiaries (the “Group”) for the year ended 31 December 2012.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Its
principal subsidiaries are engaged in the supply of heat and electricity
and the oil production.

Details of the Company’s principal subsidiaries at 31 December 2012
are set out in note 18 to the financial statements.

RESULTS AND DIVIDEND

The Group's loss for the year ended 31 December 2012 and the state
of affairs of the Company and the Group at that date are set out in
the financial statements on pages 45 to 164. The Directors do not
recommend the payment of any dividend in respect of the year.
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SUMMARY FINANCIAL INFORMATION MBEERBE

The following is a summary of the published consolidated results of TXHEASEEZ_ZZNF —TTHNEF =
the Group for the years ended 31 December 2008, 2009, 2010, 2011 T-2F T —FR-FTFF+A=1—

and 2012, and the assets, liabilities and non-controlling interests of the AEEFEZETEGREEEURAEERER
Group as at each of the reporting date, prepared on the basis set out EHHMEE BENRFEERBREER2BE
in the notes below. iR EL T S 2 BT -

RESULTS E3

Year ended 31 December

BE+-A=t—-BLEE

2012 2011 2010 2009 2008

HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000

—B-—F T —T-TF ZTTNE —ET)N\E

FERT FET FET FHET FHET

Revenue gy 307,131 231,388 45,620 10,332 19,264
(Loss)/profit attributable to: FE1E (B518) /%A :

Owners of the Company ZAN/NEIEZ 2SN (332,719) (61,750) 184,887 (432,187)  (341,321)

Non-controlling interests JEIR R AR R A (910) (3,640) (1,847) - (7,161)

(333,629) (65,390) 183,040 (432,187) (348,482)
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ASSETS, LIABILITIES AND NON-CONTROLLING EE AERFERERRER
INTERESTS

At 31 December

R+t=A=+-H
2012 2011 2010 2009 2008
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
=t —E——fF e “ZTNE ZTTN\E
FET FHT FHT FHL FHT
Non-current assets FERBEE 2,543,343 | 2,948,495 2,955,357 554,799 747,086
Current assets MENEE 174,084 197,219 220,225 114,775 93,511
Total assets AEHLAE 2,717,427 | 3,145,714 3,175,582 669,574 840,597
Current liabilities TEBAaE 193,688 205,888 189,635 22,559 64,123
Non-current liabilities ERBEE 557,655 674,006 693,680 19,279 192,695
Total liabilities BfERE 751,343 879,894 883,315 41,838 256,818
Net assets BEFE 1,966,084 | 2,265,820 2,292,267 627,736 583,779
Non-controlling interests R R A = 155,780 150,547 142,332 - 1,288
PROPERTY, PLANT AND EQUIPMENT ME- -BERRZE

Details of the movements in the property, plant and equipment of the KRB RAEENE BEREERFRNZEE
Company and the Group during the year are set out in note 16 to the FIEEN B MR -
financial statements.
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SHARE CAPITAL

Details of the movements in the share capital during the year together
with the reasons therefore, are set out in note 33 to the financial
statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association or the laws of the Cayman lIslands, being the
jurisdiction in which the Company was incorporated, which would
oblige the Company to offer new Shares on a pro rata basis to existing
Shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

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

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 34 to the financial statements and
in the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

Under the Companies Law (Revised) of the Cayman Islands, the Share
premium account of the Company of approximately HK$2,241 million
as at 31 December 2012, is distributable to the Shareholders of the
Company provided that immediately following the date on which
the dividend is proposed to be distributed, the Company will be in a
position to pay off its debts as they fall due in the ordinary course of
business. The Share premium account may also be distributed in the
form of fully paid bonus Shares.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year, the sales to the Group's five largest customers
accounted for approximately 92% of the Group's total sales for the
year and sales to the largest customer included therein amounted to
approximately 60%.

Purchases from the Group’s five largest suppliers accounted for
approximately 49% of the total purchases for the year and purchases
from the largest supplier included therein amounted to approximately
16%.

None of the Directors of the Company, any of their associates or
Shareholders (which, to the best knowledge of the Directors, own
more than 5% of the Company’s issued Share capital), had any
beneficial interests in the Group's five largest customers and/or
suppliers.

DIRECTORS

The Board members during the year and up to the date of this annual
report were:

Executive Directors

Mr. Luo Nianru

Mr. Chan Kwok Wing

Mr. Wang Donghai

Ms. Wang Meiyan

Mr. Yang Guangming

Mr. Law Fei Shing (Resigned on 1 January 2012)

Independent Non-executive Directors

Mr. Choi Chi Fai

Mr. Wang Jinghua

Mr. Chan Wai Cheung Admiral (appointed on 30 March 2012)
Mr. Sun Tak Keung (Resigned on 1 January 2012)
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In accordance with Article 108(A) of the Company's Articles of
Association, Mr. Wang Donghai, Ms. Wang Meiyan and Mr. Yang
Guangming will retire by rotation at the forthcoming AGM. Mr. Wang
Donghai, Ms. Wang Meiyan and Mr. Yang Guangming will offer
themselves for re-election as Director.

BIOGRAPHICAL DETAILS OF DIRECTORS

Biographical details of the Directors of the Company are set out on
pages 13 to 15 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming AGM has a
service contract with the Company which is not determinable by the
Company within one year without payment of compensation, other
than statutory compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed elsewhere in this annual report, no Director had
a significant beneficial interest, either directly or indirectly, in any
contract of significance to the business of the Group to which the
Company or any of its subsidiaries was a party during the year.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or were in existence during the year.

PENSION SCHEME ARRANGEMENT

Particulars of the pension scheme arrangements are set out in note 3(v)
to the financial statements.

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

As at 31 December 2012, none of the Directors and chief executive
of the Company had any interests or short positions in the Shares,
underlying Shares or debentures of the Company or any of its
associated corporation (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO")), which had been notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO, or which were required to be entered in the register
referred to therein pursuant to section 352 of the SFO, or which
were required to be notified to the Company and the Stock Exchange
pursuant to the Model Code as set out in Appendix 10 to the Listing
Rules.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year were rights to acquire benefits by means
of the acquisition of Shares in or debentures of the Company granted
to any Director or their respective spouse or children under 18 years of
age, or were any such rights exercised by them; or was the Company
or any of its subsidiaries a party to any arrangement to enable the
Directors to acquire such rights in any other body corporate.

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

As at 31 December 2012, so far as is known to the Directors or chief
executives of the Company, the following person other than a Director
or chief executive of the Company had an interest or a short position
in the Shares and underlying Shares of the Company as recorded in the
register required to be kept by the Company under Section 336 of the
SFO:

Interest in Shares

ESBAROHEZ 2EF

REFAERE - o ZF A BB R 185%
T EERAEBARRB 2B LEST
Bm 2N NETEAREN: AARFRE
EAME AR ME LERZ BEEETK
BIEEMAABRE 2 EAlER -

FERRRAQTARMD RAEBERD
ZREBERAR

=

TE——F+ZRA=+—H RMARREEFK
FETRAEMM BRAQAESHEBITHA
BN UTATRARARRG REBROPHES
ARARRBEEHRRAEGKOIE336KETETZ
EofMhasg o Emdors

Interests in underlying Shares

SiE $:3 REBRG 2B

Personal Corporate Personal Corporate Aggregate  Approximate
Name of Shareholders Interests* Interest* Interests* Interest* interest percentage’ Notes
RR#EA fAAREE" NEEHR fAREE" NEEHR Ags BRI i
Mr. Liu Ran )t - 4,478,000,000 - 9,222,000,000 13,700,000,000 78.43% 1
Giant Crystal Limited FEERRA 4,478,000,000 - 9,222,000,000 - 13,700,000,000 78.43% 1
Mr. Chim Pui Chung ERHEE - 2,375,498,386 - - 2,375,498,386 13.60% 2
Golden Mount Ltd. Golden Mount Ltd. 2,375,498,386 - - - 2,375,498,386 13.60% 2
* Beneficial owner * BEEHABA
N Interests of controlled corporation(s) + FIEPAEER
# Percentage which the aggregate long position in the Shares or # R BERM 2 FRRBEGEAR AR

—E——F+ZRA=+—HZEBEBTRAX
17,468,492,126/ /%0 2 & 7 kb

underlying Shares represents to the issued share capital of the Company
of 17,468,492,126 shares as at 31 December 2012
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Notes:

Giant Crystal Limited is a company incorporated under the laws of the
British Virgin Islands, the entire issued share capital of which is legally
and beneficially owned by Mr. Liu Ran. Mr. Liu Ran therefore deemed
to be interested in 4,478,000,000 shares and 9,222,000,000 underlying
shares held by Giant Crystal Limited.

9,222,000,000 underlying Shares consist of shares to be issued upon
the conversion of (i) the outstanding Tranche 1 Bonds (as defined in
the circular of the Company dated 11 October 2010) (which, based
on the conversion price of HK$0.08 per Share, can be converted into
2,636,000,000 Shares); and (ii) the Tranche 2 Bonds (as defined in
the circular of the Company dated 11 October 2010) (which, based
on the conversion price of HK$0.08 per Share, can be converted into
6,586,000,000 Shares).
issued. Please refer to the Company's circular dated 11 October 2010

However, the Tranche 2 Bonds has not been

for details of the principal terms of the Tranche 1 Bonds and the
Tranche 2 Bonds.

Golden Mount Ltd. is a company incorporated under the laws of the
British Virgin Islands, the entire issued share capital of which is legally
and beneficially owned by Mr. Chim Pui Chung. Mr. Chim Pui Chung
therefore deemed to be interested in 2,375,498,386 shares held by
Golden Mount Ltd..

The Tranche 2 Bonds and Tranche 4 Bonds have not been issued. Please
refer to the Company’s circulars dated 15 October 2007 and 6 June
2008 for details of the principal terms of the Tranche 2 Bonds and
Tranche 4 Bonds respectively.
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As disclosed in the Company’s announcements dated 26 August and
27 August 2010 respectively and the Company’s 2010 interim report,
the Board, to its astonishment, found out that as from 31 January
2010 the exploration licence held by QHFSMI, an indirect wholly-
owned subsidiary of the Company incorporated in the PRC, had been
transferred to a company known as AR &/ NALILRERBEEERA
Al (in English, for identification purpose only, Inner Mongolia Xiao
Hong Shan Yuen Xian Mining Industry Company Limited) (“Yuen Xian
Company”) without the Company’s knowledge, consent or approval.
To the best of the Director’'s knowledge, information and belief having
made all reasonable enquiries, Yuen Xian Company is wholly-owned by
Ms. Leung Lai Ching Margaret through a company known as Yuenxian
Mining Industry Holding Company Limited. However, according to the
terms and conditions of the Tranche 2 Bonds and Tranche 4 Bonds, the
Tranche 2 Bonds and Tranche 4 Bonds will only be issued if the Mining
Licence has been received by the Group. The Company is seeking legal
advice from its legal advisers on whether the Company still has any
obligation to issue the Tranche 2 Bonds and Tranche 4 Bonds to Ms.
Leung Lai Ching Margaret in light of the present situation, in particular,
in these circumstances where Ms. Leung Lai Ching Margaret has
transferred the Group’s exploration licence to her own company without
the Company’s knowledge, consent or approval.

All the interests stated above represent long positions in the ordinary
Shares of the Company. As at 31 December 2010, no short positions
were recorded in the register maintained by the Company under
section 336 of the SFO.

Save as disclosed above, as far as the Directors are aware, no other
person had an interest or short position in the Company’s shares or
underlying shares which would fall to be disclosed to the Company
under the provisions of the Divisions 2 and 3 of Part XV of the SFO, or
which was recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO.
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Xian Mining Industry Company Limited + 24z
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SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s operations.
Eligible participants of the Scheme include the Company’s Directors,
independent non-executive Directors, other employees of the Group,
suppliers of goods or services to the Group, customers of the Group,
any person or entity that provides research, development or other
technological support to the Group and any minority Shareholder in
the Company's subsidiaries. The Scheme was adopted on 6 June 2002
and, unless otherwise cancelled or amended, will remain in force for
10 years from that date. The Scheme was expired on 6 June 2012.
There was no options which remain outstanding and unexercised as at
the date of this annual report.
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CONNECTED AND CONTINUING CONNECTED
TRANSACTIONS

On 5 December 2012, Shanxi Zhong Kai Group Lingshi, a non wholly-
owned subsidiary of the Company, entered into a master agreement
with Shanxi Zhongkai Industry Group Company Limited (“Zhongkai
Group”), whereby Shanxi Zhong Kai Group Lingshi will supply and
Zhongkai Group and its subsidiaries will purchase such amount of
electricity generated by Shanxi Zhong Kai Group Lingshi for a term of
approximately 36 months, expiring on 31 December 2015. Details of
the continuing connected transactions are as stated in the Company’s
announcement dated 5 December 2012 and the Company’s circular
dated 17 December 2012.

CONTINUING CONNECTED TRANSACTIONS

During the year, the Group entered into the following transactions
with subsidiaries of Zhongkai Group, which constituted continuing
connected transactions under the Listing Rules. Details of such
transactions are as follows:

RERGEBRERS

RIB-——F+-ARB RARAAZIFEZENS
ARLATIEEERRITTINEXEEEFR
RE(THEEHRER]) AT — 0 @&MHHE - it
WS EEELBHEMP I EREE R EM
BRARSEELUATINEEEAMEEZBRR
BEZEN ZBBEBHROR=T AL R_F
—EFT A=+ —HIR -FERERH
BHARAREHA-Z-——F+-_ARBRZA
MRARAFBHA-T——F+_A++tRz@E

KEBREXRS

RAFE AEEEDYBEXEEZHBRFTAE
TR BEERETRANET ZHERERS
LEZRSGHBWT:

Amount

HK$000

-}

Nature of transactions REME FERT
Sale of electricity by the Group REBEHEEE N 21,555

Zhongkai Group, as a non-controlling shareholder of Shanxi Zhong Kai
Group Lingshi, is a connected person under the Listing Rules.

Save as disclosed therein, there were no transactions required to
be disclosed as connected transactions in accordance with the
requirements of the Listing Rules.

The continuing connected transactions have been subject to annual
review by the Independent Non-executive Directors of the Company
pursuant to Rule 14A.37 of the Listing Rules and confirmation of the
auditor of the Company pursuant to Rule 14A.38 of the Listing Rules.
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In respect of the financial year ended 31 December 2012, the
Independent Non-executive Directors of the Company have concluded
that the continuing connected transaction has been entered into:

o in the ordinary and usual course of business of the Company;

o either on normal commercial terms or, if there are not sufficient
comparable transactions to judge whether they are on normal
commercial terms, on terms no less favourable to the Company
than terms available to or from (as appropriate) independent
third parties; and

o in accordance with the relevant agreements governing them on
terms that are fair and reasonable and in the interests of the
Company and the Shareholders as a whole.

The Board has engaged the auditor of the Company to perform
certain agreed-upon procedures on the aforesaid continuing connected
transactions. Based on the work performed, the auditor has issued a
confirmation letter to the Board in accordance with Rule 14A.38 of the
Listing Rules.

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

During the year and up to the date of this report, no Directors are
considered to have an interest in a business which competes or is
likely to compete, either directly or indirectly, with the business of the
Group, as defined by the Listing Rules, other than those businesses of
which the Directors have been appointed as Directors to represent the
interests of the Company and/or the Group.

CORPORATE GOVERNANCE

Particulars of the Company’s corporate governance practices are set
out in the Corporate Governance Report on pages 16 to 27 of this
annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, the Directors confirm that the
Company maintained the amount of public float as required under the
Listing Rules during the year ended 31 December 2012.
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LITIGATIONS

Details of the litigations of the Group are set out in note 42 to the
financial statements.

AUDIT COMMITTEE

The audit committee of the Company has reviewed with management
the accounting principles and practices adopted by the Group, and
discussed internal controls and financial reporting matters including
a review of the audited financial statements of the Company for the
year ended 31 December 2012. The audit committee comprises three
independent non-executive directors of the Company. During the year,
two regular meetings of the audit committee have been held.

AUDITOR

The financial statements in respect of the year ended 31 December
2009 were audited by Grant Thornton (“GTHK"”), now known as
JBPB & Co. Due to a merger of the businesses of GTHK and BDO
Limited (“BDO") to practise in the name of BDO as announced on 26
November 2010, GTHK resigned and BDO was appointed as auditor
of the Company effective from 29 November 2010. The financial
statements for the years ended 31 December 2010, 2011 and 2012
were audited by BDO.

A resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint BDO as auditor of the
Company.

On behalf of the Board

Wang Meiyan
Executive Director

Hong Kong, 28 March 2013
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INDEPENDENT AUDITOR’S REPORT
BYULHBMEES

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

|IBDO

55 - +852 2218 8288
{8H : +852 2815 2239
www.bdo.com.hk

To the shareholders of
Energy International Investments Holdings Limited
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Energy
International Investments Holdings Limited (“the Company”) and
its subsidiaries (together “the Group”) set out on pages 45 to 164,
which comprise the consolidated and company statements of financial
position as at 31 December 2012, and the consolidated income
statement, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Directors’ Responsibility for the Consolidated
Financial Statements

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants 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 misstatements, whether due to fraud or error.

BDO Limited
BREUGEREAMEBAARRDR

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
FEETHEF15E
JkZH251

HEnergy International Investments Holdings
Limited

ERERREZERERD A
(RESHEAMALZ HFRLA)
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TAZHE (A THBIEE]) B ERINEHNE4LS
BRI REBEELERBERAR([EA
B REMNBAR (SBIEEE]) 2REAMHK
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BZHRARARUBRAXREREZALFEZ
BRABEXR GAZERAR GAEZEHX
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fo R E R o

EERAAMBRRAREZEE

BERREZRAEARBEEGINAGRMZE
B BME LR KBS R RGREI 2 BRER TR
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BDO Limited, a Hong Kong limited company, is a member of BDO International Limited, a UK company limited by guarantee,

and forms part of the international BDO network of independent member firms.
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IBDO

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements
based on our audit. This report is made solely to you, as a body, in
accordance with the terms of our 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.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements whether due to
fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation of consolidated
financial statements that give a true and fair view 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 entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the directors, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

RBE 2B

BEZEIRARBEESZ 2ERHZ SV HRERIF
HER ABERBESZZZBGEHERFER/E
BIBERBES Bz ARSI BEEM
R - BETERABMEZATHEIMEMAL
BERAEEFMEE-

EECREBEQMAGHEM 2B EEED
ETEZ ZEENERESZETERRE I
RERATEZ NAEREZSEREMBRE
EETEAEAERBRRL

BERSRATEFARRBREE W IBREME
CHERBREEHN ZERERE -IETEZIEFIUR
RAZEED 2 ) BB RNRFFRERME
BERAMBRREFEEAERRAZ AR - EF
MRERBE ZBMEREZARRREAER
NP 2B MBWMAAMARMc ARMEE NIREBER
REHEE 2 EZEF BXIEHNE 2 ARREE
MEBRBER BERNERIEESAEAZE
ABRERzAEERMERZ G EFZAE N
AR EEAMERR ZERIHIA -

EERE BEMERSZERRRE DI RARIEE
WREEZEZERIREER-

HERERREERERAT s —T——FF% 43




44

INDEPENDENT AUDITOR’S REPORT
BYULHBMEES

IBDO

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31 December 2012 and of the Group's loss and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Emphasis of matter

Without qualifying our opinion, we draw your attention to note 3(a)(i)
to the consolidated financial statements concerning the adoption of
the going concern basis on which the consolidated financial statements
have been prepared. As at 31 December 2012, the Group had net
current liabilities of approximately HK$19,604,000 and the Group also
incurred a loss of approximately HK$333,629,000 for the year then
ended. The Company also had net current liabilities of approximately
HK$62,000 as at 31 December 2012. These conditions indicate the
existence of a material uncertainty which may cast significant doubt
about the Group’s and the Company’s ability to continue as a going
concern.

BDO Limited

Certified Public Accountants

Au Yiu Kwan

Practising Certificate Number P0O5018

Hong Kong, 28 March 2013
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CONSOLIDATED INCOME STATEMENT

mEESER

For the year ended 31 December 2012 # & =% —

—FtZA=t—ALEE

Notes
i

Continuing operations: HEREER:
Revenue Uz 5
Cost of sales S5 & AR
Gross profit EF
Other income HapA 5
Selling and distribution expenses HERDHAX
Administrative expenses THREX
Other operating expenses Hieg Mz
Impairment loss of goodwill Bz RERE 19
Impairment loss of intangible assets BEEEZRERBE 20
Impairment loss of property, plant and W WE RERE 2 REEE

equipment 16(a)
Finance costs B TS B AR 7
Loss before income tax MRATEBATEE 8
Income tax credit FTgBiET A 9
Loss for the year from continuing AEEREKEERES

operations
Discontinued operations: EBRIEREEK:
Loss for the year from discontinued REEDRIEEEEBES

operations 11
Loss for the year rEEEHR
Loss for the year attributable to: BiEAFEBR
Owners of the Company KABHEAA 12

— from continuing operations —BEREER

— from discontinued operations — BRI EFER
Non-controlling interests R IR R

— from continuing operations —RHEEEETL

— from discontinued operations —ERIEEEER
Loss for the year rEEFAE

2011
HK$'000
—E—F
FHET

231,388
(203,160)

28,228

53,180
(7,352
(29,819
(32,281
(64,674

)
)
)
)

(13,096)

(65,814)
1,881
(63,933)

(1,457)

(65,390)

(60,293)
(1,457)

(61,750)

(3,640)

(3,640)

(65,390)
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CONSOLIDATED INCOME STATEMENT

mEESER

For the year ended 31 December 2012 HE—ZT——F+_A=+—HILFE

2012 2011
Notes HK$°000 HK$'000
e e
B FER FHET
Loss per share for loss attributable to FRAARDFHER AEL
the owners of the Company during BEZ2ERER
the year 13
- Basic —HEK
From continuing and discontinued SEREEBR
operations BRI EER (HK cent 1.27%1li) | (HK cent 0.3751L)
From continuing operations SELEED (HK cent 1.2j81l) | (HK cent 0.3/&1l)
From discontinued operations BRI EET N/A T A -
- Diluted -8
From continuing and discontinued FEREEBR
operations BRI EER N/A RiE A N/A 73
From continuing operations FELEED N/A &R N/A 58
From discontinued operations BRI EETS N/A RiE A N/A A
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

REEREBAR

For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

2012 2011
HK$'000 HK$'000
—E——fF —T——F
FET FHT
Loss for the year REEEE (333,629) (65,390)
Other comprehensive income Hip2E KA
Exchange gains on translation of financial REBINEBH B IREZ
statements of foreign operations PE 5 Wz 4,006 13,795
Other comprehensive income for the year AEEHME2EBA 4,006 13,795
Total comprehensive income for the year AEEEHKAHLE (329,623) (51,595)
Total comprehensive income attributable to: E{hZ U AL :
Owners of the Company ZiN/NETE FEIN (329,936) (52,815)
Non-controlling interests FE 12 i A R A A 313 1,220
(329,623) (51,595)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

mEFBRRR

As at 31 December 2012 A= ——F+=-A=+—H

Notes
B 5

ASSETS AND LIABILITIES EEREE
Non-current assets IREBEE
Property, plant and equipment Y BB MR 16(a)
Prepaid land lease payments FE L ERRIE 17
Goodwill BES 19
Intangible assets EBRVEE 20
Deferred tax assets RERIBEE 32
Current assets REEE
Indemnification assets RMEEE 42(b)
Inventories FE 21
Trade receivables FEUE 58R1A 22
Prepayments, deposits and BRFRE ZE Rk

other receivables H R IE 23
Pledged bank deposits BEEMIBITER 24
Cash at banks and in hand RITHEFRFHEERES 24
Current liabilities REEE
Trade payables BB S5RE 25
Other payables and accruals o fth AT RUIB K JE FT R IE 26
Amounts due to non-controlling FEAT FE IR R AR SRR IA

shareholder 27
Provision for legal claim EREBRREE 42(b)
Bank borrowings RITHEK 28
Other borrowings H b &3k 29
Convertible bonds AR (E 5 31
Tax payables JES 718
Net current liabilities REEEFEE
Total assets less current liabilities EERERRBERS
Non-current liabilities kREBEE
Amounts due to non-controlling FEAS FEAE AR AR SR FRIR

shareholder 27
Other borrowings H b &3k 29
Promissory notes KE 30
Convertible bonds AR (E 5 31
Deferred tax liabilities BRI EE 32
Net assets EEFE
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2011
HK$'000
—T——%F

TR

604,657
29,876
209,628
2,096,843
7,491

2,948,495

14,040
15,570
31,326

37,982
976
97,325

197,219

12,017
147,230

4,074
14,040
12,200

2,196
14,129

2

205,888
(8,669)

2,939,826

8,401
113,652
28,707
355
522,891

674,006

2,265,820



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

mEMBRRE

As at 31 December 2012 R —ZT——F+-A=+—H

2012 2011
Notes HK$'000 HK$'000
—E——fF —T——fF
B E FHET FET
EQUITY R
Equity attributable to the owners of AR T EE AEEES
the Company
Share capital &N 33 174,685 134,827
Reserves EHE 34(a) 1,635,619 1,980,446
1,810,304 2,115,273
Non-controlling interests FEVERR AR R M 155,780 150,547
Total equity mER 1,966,084 2,265,820
Luo Nianru Wang Meiyan
| ]
Director Director
BFE BE
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STATEMENT OF FINANCIAL POSITION

B 35518 5 3R

As at 31 December 2012 A= ——F+=-A=+—H

Notes
B 5
ASSETS AND LIABILITIES EEREE
Non-current assets kREBEE
Property, plant and equipment Y- BB R 16(b)
Interests in subsidiaries BB ARZE= 18
Current assets RBEE
Prepayments, deposits and other BRFRE -ZE Kk
receivables H b fE U FRIR 23
Cash at banks and in hand RITHEGFRFERE 24
Current liabilities REEE
Other payables and accruals L FE A 5B R FE R RIE 26
Convertible bonds AR ES 31
Net current liabilities REBEEFEE
Total assets less current liabilities EEHAEBERRBERE
Non-current liabilities kRBEE
Amounts due to a subsidiary FEAT — [ BT B A R FRIE 18
Convertible bonds AR ES 31
Net assets EEFRE
EQUITY fEw
Share capital [N 33
Reserves s 34(b)
Total equity g

Luo Nianru

ZE2m
Director

EF
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Wang Meiyan
B
Director

EF

2011
HK$'000
—F—F

TR

6
1,600,089

1,600,095

956
4,788

5,744

922

14,129

15,051

(9,307)

1,590,788

23,696

355

24,051

1,566,737

134,827
1,431,910

1,566,737



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

GEERZER

For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

Equity attributable to the owners of the Company

ARRERARG RS
*Convertible
bond Non-
Share *Share *Capital ~ *Exchange equity *Accumulated controlling Total
capital premium reserve reserve reserve losses Total interests equity
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
IRRES FER
BE  RGBEE  vEARE  ERRG BifiE EHEB @it RRER BER
TER TR TER TER TER TR TER TER TER
At 1 January 2011 R-ZE-——%—-f—H 134,626 2,037,769 137,610 6,332 700,074 (866,476) 2,149,935 142,332 2,292,267
Bank and other borrowings assigned  JEIZIRRER E 4 AIEH
to non-controlling shareholder BAREMER
unconditionally (note 34(a)) (B34(a) - - 9,443 - - - 9,443 6,295 15,738
Gain on extinguishment on loan FEERRRRET 2 N E
from non-controlling shareholder (Fi327)
(note 27) - - 1,051 - - - 1,051 700 1,751
Issue of shares upon conversion of R BRI AR EHE
convertible bonds (note 33) BT (BH5E33) 201 12,811 - - (5,353) - 7,659 - 7,659
Transactions with owners BEEAZRS 201 12,811 10,494 - (5,353) - 18,153 6,995 25,148
Loss for the year rEEEHR - - - - - (61,750) (61,750) (3,640) (65,390)
Other comprehensive income Hit2EMA
Exchange gain on translation of BREBNEBEBRRL
financial statements of B 5 Mg
foreign operations - - - 8,935 - - 8,935 4,860 13,795
Total comprehensive income FEERERAAR
for the year - - - 8,935 - (61,750) (52,815) 1,220 (51,595)
At 31 December 2011 R=g--%
+-ZA=1+-H 134,827 2,050,580 148,104 15,267 694,721 (928,226) 2,115,273 150,547 2,265,820
At 1 January 2012 W-Z--%-F-H 134,827 2,050,580 148,104 15,267 694,721 (928,226) 2,115,273 150,547 2,265,820
Bank borrowings assigned to FERREEGHRED
non-controlling shareholder ROREMER
unconditionally (note 34(a)) (Fi1&E34(a)) - - 7,380 - - - 7,380 4,920 12,300
Gain on extinguishment on loan from % #8kR & 30 2 i3
shareholder (note 34(a)) (Fi5E34(a)) - - 2,299 - - - 2,299 - 2,299
Issue of shares upon conversion of R BRI RREHE
convertible bonds (note 33) BT (BH5E33) 39,858 190,433 - - (215,003) - 15,288 - 15,288
Transactions with owners AREAZRS 39,858 190,433 9,679 - (215,003) - 24,967 4,920 29,887
Loss for the year rEEEER - - - - - (332,719 (332,719 (910) (333,629
Other comprehensive income Hit2AMA
Exchange gain on translation of REBNEBIBREL
financial statements of & 5 s
foreign operations - - - 2,783 - - 2,783 1,223 4,006
Total comprehensive income KEERXARNLEE
for the year - - - 2,783 - (332,719 (329,936) 313 (329,623)
At 31 December 2012 R-2--%
+-ZA=t+-H 174,685 2,241,013 157,783 18,050 479,718 (1,260,945) 1,810,304 155,780 1,966,084
* The total of these reserves amounts to HK$1,635,619,000 (2011: * ZEREEAS H1,635,619,0008 L (& ——

HK$1,980,446,000). F 11,980,446,000/87T) °
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CONSOLIDATED STATEMENT OF CASH FLOWS
HRERERER

For the year ended 31 December 2012 HE—Z——F+_A=+—HBILFE

2011
HK$'000
—E——F
FET
Cash flows from operating activities (FEELERRCKRILLEE
of continuing and discontinued EBREEBRERE
operations
Loss before income tax B 1S Bt AT S 18
Continuing operations BB EET (65,814)
Discontinued operations BRI EETR (1,457)
(67,271)
Adjustments for: BMTFIEBELHFARE:
Depreciation e 47,656
Amortisation of prepaid land lease TEf - 4b 70 & FRIE 8
payments 668
Amortisation of intangible assets miEEEH 32,281
Impairment loss of goodwill EE R EEE 64,674
Impairment loss of intangible assets mivEEREREE -
Impairment loss of property, plant mE - BE KR
and equipment RiEREREE -
Gain on disposals of property, plant HEWE  WE R
and equipment Bl (360)
Gain on extinguishment of non-current K5 IE R BB 70 2 U 285
borrowings (12,198)
Interest income FLE KA (352)
Interest expenses BB 13,096
Operating profit before working capital ~ &E & & & F) 512
changes £ s R 78,194
Decrease/(increase) in inventories GFEZ®RL /(M) (10,610)
Increase in trade receivables FEUE 5 8R18 2 & (14,153)
(Increase)/decrease in prepayments, FERRIE e R
deposits and other receivables H fth JE W KT 2
(3Em) R 3,918
Increase/(decrease) in trade payables ERNESKRIEBZ
gm, Crd) (7,463)
(Decrease)/increase in other payables H b FEA FRE R FE ST RE
and accruals CRA) /18 17,209
Cash generated from operations KEEEZHRE 67,095
Interest paid EAHE (6,011)
Income tax paid [RENIEC (185)
Net cash generated from operating IERBHRCREFE
activities 60,899
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CONSOLIDATED STATEMENT OF CASH FLOWS

GERETRER

For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

2011
HK$'000
—E

THET

Cash flow from investing activities
of continuing and discontinued
operations

Purchases of property,
plant and equipment

Proceeds from disposals of property,
plant and equipment

Interest received

Net cash used in investing activities

Cash flow from financing activities
of continuing and discontinued
operations

Repayments of promissory notes

New other borrowings

Repayments of other borrowings

Repayments (to)/from non-controlling
shareholder

Net cash generated from financing
activities

Net decrease in cash and cash
equivalents

Cash and cash equivalents at
1 January
Effect on foreign exchange rate changes

Cash and cash equivalents at
31 December

FREEEBROR LY
EBREXBHRERE

BEYE BFEREHE

HEME - BERREZ
P18 5K0R

RGN

ARBRERE R 2 FE
FECEXBRCR LR
EBoRMEEDRERE
BEARR

# H= At f8 3K
BEAMER

(M) /K8 AR

B
KERMEZEHE FEHE
BerREEEEEZ

WA EE
R—A—BzBEER

Re&EEER

Exenrye

R+-ZA=+—HzBER
HeZEER

(123,882)

1,131
352

(122,399)

(20,000)
36,533
(12,199)
7,958
12,292
(49,208)
146,135
398
97,325
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54

NOTES TO THE FINANCIAL STATEMENTS

B R M

For the year ended 31 December 2012 HE—Z——F+_A=+—HBILFE

GENERAL INFORMATION

Energy International Investments Holdings Limited (the
“Company”) is a limited liability company incorporated and
domiciled in the Cayman Islands. Registered office of the
Company is Century Yard, Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111, Cayman Islands, British
West Indies and its principal place of business is Unit 1508,
15th Floor, The Center, 99 Queen’s Road Central, Hong Kong.
The Company's shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

During the year, the principal activities of the Company and its
subsidiaries (together referred to as the “Group”) include:

- the supply of electricity and heat representing the
business of generation and supplying of electricity and
heat; and

- the oil production representing the business of oil
production.

For the year ended 31 December 2011, trading of carpet
business was ceased as this business had suffered persistent
losses and management of the Company considered that there
was insignificant contribution to the Group. This business
segment had been presented as discontinued operations in
accordance with Hong Kong Financial Reporting Standard
("HKFRS") 5 for the year ended 31 December 2011.

There were no significant changes in the Group’s operations
during the year. The Group's principal places of the business are
in Hong Kong and the People’s Republic of China (the “PRC").
The principal activities and other particulars of its subsidiaries
are set out in note 18 to the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

GENERAL INFORMATION (continued)

The financial statements on pages 45 to 164 have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) which collective term includes all
applicable individual HKFRS, Hong Kong Accounting Standards
("HKAS") and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (the “"HKICPA"). The financial
statements also include the applicable disclosure requirements
of the Hong Kong Companies Ordinance and the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”).

The financial statements are presented in Hong Kong
dollars (“HK$"), which is also the functional currency of the
Company and all values are rounded to the nearest thousand
("HK$'000") unless otherwise stated.

The financial statements for the year ended 31 December 2012
were approved for issue by the board of directors on 28 March
2013.

ADOPTION OF NEW/REVISED HKFRSs

In the current year, the Group has applied for the first time
the following amendments issued by the HKICPA, which are
relevant to and effective for the financial statements for the
annual period beginning on 1 January 2012:

Amendments to Disclosures — Transfer of Financial Assets

—BRER (@)

BN EBASE6AB 2 W F MR IIBIBEES
SHAAE ([EASTMAE])FEM
ZEBUMBEREER ([BEVBIREE
Bl ZeBREmeaEf @R &S
BRERER BAEGTER (BB E
Al RRERE -V HHRENBEESR
AIEGI REE R AT EmR A ([ LW
Al ZEAHERT-

MBRERARDB ZYEEE BT ([
T2 BRABEAN A TEGH
MEREBEALZ TREF ([TET]) -

HE - Z——F+-A=+—BILFEZ
FHBBREREN - =ZF=ZA-+N\HE
EEFRERM-

RANETR] RIEET B BB R
EEA

RAFE AEBEXEATIBESS
AHEIRERMZEE] REETRAR_-F
——F-A- BRI FERE B
BERAM THZREMBHRRAR:

ERMBHREEN BE-ZER

HKFRS 7 F75% (EFTA) BE
Amendments to Deferred Tax — Recovery of Underlying BAGHER IR HIE — YOl
HKAS 12 Assets 1258 (BFTA) HEEE

The adoption of these amendments to HKFRSs has no material
impact on the Group’s financial statements.

RS E BN BREEATELA%E
M BEEREALE -
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NOTES TO THE FINANCIAL STATEMENTS
51 765 R 7 Bf o

For the year ended 31 December 2012 HE—ZT——F+_A=+—HILFE

ADOPTION OF NEW/REVISED HKFRSs
(Continued)

At the date of authorisation of these financial statements,
certain new and revised HKFRSs have been published but are
not yet effective, and have not been adopted early by the
Group.

The directors of the Company anticipate that all of the
pronouncements will be adopted in the Group’s accounting
policy for the first period beginning after the effective date of
the pronouncement. Information on new and amended HKFRSs
that are expected to have impact on the Group’s accounting
policies is provided below. Certain other new and amended
HKFRSs have been issued but are not expected to have a
material impact of the Group’s financial statements.

Amendments to HKAS 1 (Revised)
— Presentation of Items of Other
Comprehensive Income

The standard is effective for accounting periods beginning on
or after 1 July 2012. The amendments to HKAS 1 (Revised)
require the Group to separate items presented in other
comprehensive income into those that may be reclassified to
profit and loss in the future (e.g. revaluations of available-for-
sale financial assets) and those that may not (e.g. revaluations
of property, plant and equipment). Tax on items of other
comprehensive income is allocated and disclosed on the same
basis. The amendments will be applied retrospectively.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2012 HHE T ——F+—_A=+T—HILFE

ADOPTION OF NEW/REVISED HKFRSs
(Continued)

HKFRS 9 - Financial Instruments

The standard is effective for accounting periods beginning on
or after 1 January 2015 and addresses the classification and
measurement of financial assets. The new standard reduces the
number of measurement categories of financial assets and all
financial assets will be measured at either amortised cost or fair
value based on the entity’s business model for managing the
financial assets and the contractual cash flow characteristics of
the financial asset. Fair value gains and losses will be recognised
in profit or loss except for those on certain equity investments
which will be presented in other comprehensive income. The
directors of the Company are currently assessing the possible
impact of the new standard on the Group’s results and financial
position in the first year of application.

In November 2010, the HKICPA issued additions to HKFRS
9 to address financial liabilities. The changes resulting from
the amendments only affect the measurement of financial
liabilities designated at fair value through profit or loss
using the fair value option (“FVO"). For these FVO liabilities,
the amount of change in the fair value of a liability that is
attributable to changes in credit risk must be presented in other
comprehensive income. The remainder of the change in fair
value is presented in profit or loss, unless presentation of the
fair value change in respect of the liability’s credit risk in other
comprehensive income would create or enlarge an accounting
mismatch in profit or loss. All other requirements in HKAS 39 in
respect of liabilities are carried forward into HKFRS 9. However,
the loan commitments and financial guarantee contracts which
have been designated under the FVO are scoped out of these
additions.
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NOTES TO THE FINANCIAL STATEMENTS
M3 R M

For the year ended 31 December 2012 HE—ZT——F+_A=+—HILFE

ADOPTION OF NEW/REVISED HKFRSs
(Continued)

HKFRS 10 — Consolidated Financial
Statements

The standard is effective for accounting periods beginning on
or after 1 January 2013 and introduces a single control model
for consolidation of all investee entities. An investor has control
when it has power over the investee (whether or not that
power is used in practice), exposure or rights to variable returns
from the investee and the ability to use the power over the
investee to affect those returns. HKFRS 10 contains extensive
guidance on the assessment of control. For example, the
standard introduces the concept of “de facto” control where
an investor can control an investee while holding less than
50% of the investee's voting rights in circumstances where its
voting interest is of sufficiently dominant size relative to the
size and dispersion of those of other individual shareholders
to give it power over the investee. Potential voting rights
are considered in the analysis of control only when these are
substantive, i.e. the holder has the practical ability to exercise
them. The standard explicitly requires an assessment of whether
an investor with decision making rights is acting as principal
or agent and also whether other parties with decision making
rights are acting as agents of the investor. An agent is engaged
to act on behalf of and for the benefit of another party and
therefore does not control the investee when it exercises its
decision making authority. The implementation of HKFRS 10
may result in changes in those entities which are regarded as
being controlled by the Group and are therefore consolidated
in the financial statements. The accounting requirements in the
existing HKAS 27 on other consolidation related matters are
carried forward unchanged. HKFRS 10 is applied retrospectively
subject to certain transitional provisions.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2012 HHE T ——F+—_A=+T—HILFE

ADOPTION OF NEW/REVISED HKFRSs
(Continued)

HKFRS 11 - Joint Arrangements

The standard is effective for accounting periods beginning
on or after 1 January 2013. Joint arrangements under HKFRS
11 have the same basic characteristics as joint ventures
under HKAS 31. Joint arrangements are classified as either
joint operations or joint ventures. Where the Group has
rights to the assets and obligations for the liabilities of the
joint arrangement, it is regarded as a joint operator and will
recognise its interests in the assets, liabilities, income and
expenses arising from the joint arrangement. Where the Group
has rights to the net assets of the joint arrangement as a
whole, it is regarded as having an interest in a joint venture
and will apply equity method of accounting. HKFRS 11 does
not allow proportionate consolidation. In an arrangement
structured through a separate vehicle, all relevant facts and
circumstances should be considered to determine whether the
parties to the arrangement have rights to the net assets of the
arrangement. Previously, the existence of a separate legal entity
was the key factor in determining the existence of a jointly
controlled entity under HKAS 31. HKFRS 11 will be applied
retrospectively with specific restatement requirements for a
joint venture which changes from proportionate consolidation
to the equity method and a joint operation which changes from
equity method to accounting for assets and liabilities.

The Group is in the process of making an assessment of the
potential impact of these new or revised HKFRSs and the
directors of the Company so far concluded that the application
of these new or revised HKFRSs will have no material impact on
the Group’s financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

B R M

For the year ended 31 December 2012 HE—Z——F+_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

(a) Basis of preparation

The significant accounting policies that have been
used in the preparation of these financial statements
are summarised below. These policies have been
consistently applied to all the years presented unless
otherwise stated. The adoption of new or revised
HKFRSs and the impacts on the Group’s financial
statements, if any, are disclosed in note 2.

The financial statements have been prepared under
historical cost convention. The measurement bases are
fully described in the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in the preparation of the financial
statements. Although these estimates are based on
management’'s best knowledge and judgement of
current events and actions, actual results may ultimately
differ from those estimates. The areas involving a
higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the
financial statements, are disclosed in note 4.
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NOTES TO THE FINANCIAL STATEMENTS

LU R

For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a) Basis of preparation (Continued)

(i)

Going concern basis

The financial statements have been prepared
on a going concern basis which assumes
the realisation of assets and satisfaction of
liabilities in the ordinary course of business
notwithstanding that as at 31 December
2012, the Group had net current liabilities
of approximately HK$19,604,000 (2011:
HK$8,669,000) and the Group also incurred a
loss of approximately HK$333,629,000 (2011:
HK$65,390,000) for the year then ended. The
Company also had net current liabilities of
approximately HK$62,000 (2011: HK$9,307,000)
as at 31 December 2012. These conditions
indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s
and Company’s ability to continue as a going
concern and therefore, the Group and the
Company may not be able to realise its assets
and discharges their liabilities in their normal
course of business. The going concern basis has
been adopted on the bases that:

(a) The directors have prepared cash flow
forecast for the next twelve months.
Based on the results of the cash flow
forecast, the directors are of the opinion
that the Group is able to generate
sufficient cash flows from its operations.

(b) On 20 March 2013, the Company
entered into a loan agreement with
the substantial shareholder for the
principal amount of HK$20,000,000. This
shareholder’s loan is repayable not earlier
than 1 July 2014. This shareholder’s loan
will be used to provide working capital to
the Group so as to enable the Group and
the Company can be operated as a going
concern at least for the period up to the
next eighteen months from the end of
the reporting period.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a) Basis of preparation (Continued)

(i)

(ii)

Going concern basis (Continued)

Therefore, the directors consider that the Group
can meet its financial obligations as and when
they fall due in the foreseeable future and
believe that the Group will continue as a going
concern and consequently has prepared the
financial statements on a going concern basis.

Should the Group be unable to continue in
business as a going concern, adjustments would
have to be made to restate the value of assets
to their recoverable amounts, to reclassify non-
current assets and liabilities as current assets
and liabilities respectively, and to provide for any
further liabilities which may arise. The effects
of these potential adjustments have not been
reflected in these financial statements.

Loss of controls over assets of Qinghai
Forest Source Mining Industry Developing
Company Limited ("QHFSMI”) and Inner
Mongolia Forest Source Mining Industry
Developing Company Limited (“IMFSMI”)

In 2010, the board of directors discovered that
as from 31 January 2010, the exploration licence
held by QHFSMI, an indirect wholly-owned
subsidiary of the Company established in the
PRC, had been transferred to a company known
as A E/NIILWREFRBEEEFRAF (in English,
for identification purpose only, Inner Mongolia
Xiao Hong Shan Yuen Xian Mining Industry
Company Limited) (“Yuen Xian Company”)
without the Company’s knowledge, consent or
approval.
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For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(@) Basis of preparation (Continued)

(ii)

Loss of controls over assets of QHFSMI and
IMFSMI (Continued)

Based on the searches conducted by the
Company’s legal advisers, the Company was
advised that:

(a)

(b)

Yuen Xian Company is a wholly foreign
owned enterprise established in the PRC
on 21 October 2009 and is wholly owned
by a company, namely Yuenxian Mining
Industry Holding Company Limited ("HK
Yuenxian”). Ms Leung Lai Ching Margaret
("Ms Leung”) is one of the directors and
the legal representative of Yuen Xian
Company.

HK Yuenxian (formerly known as Forest
Source Mining Industry Holding Company
Limited) is a company incorporated in
Hong Kong on 29 August 2008 and is
wholly owned by Ms Leung. Ms Leung is
also the sole director of HK Yuenxian.

(a) WwEEE (@)

(i) KEZBEERBERASFLHFEF
BEZEHE (F)

RIBRRBERBERETZ
HE - ARREEH

ZENLFE+A
T —BRFHE
R ZNEEE B
¥ BRRBERE
AR AR([EE
BRI EHE-
RBEFLLE(1RKX
THRBHRRRZ
HP—RESERZE
ERE

(@ AHRAAB—MR
-z

by FEERZ(AMEA
REBEEZBRER
NCIDY: i) Qe
ZENFNAZTA
BREBFEMAKL
ZRF AR LR

BA - RELIB
ERERRE—F
=o

HERERREERERAT « —T——FF®| 63




64

NOTES TO THE FINANCIAL STATEMENTS

B R M

For the year ended 31 December 2012 HE—Z——F+_A=+—HBILFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a)

Basis of preparation (Continued)

(ii)

Loss of controls over assets of QHFSMI and
IMFSMI (Continued)

Disputes with Ms Leung

In November 2009, a legal proceeding was
commenced by Hong Kong Forest Source Mining
Industry Holding Company Limited (“HKFSMIH"),
QHFSMI and IMFSMI, all of which are indirect
wholly-owned subsidiaries of the Company,
against HK Yuenxian, Ms Leung and such other
persons named as co-defendants to such legal
proceedings. The Company sought and obtained,
among other things, an interim injunction order
from the Hong Kong Court in the following
terms:

(a) An injunction restraining, amongst
others, HK Yuenxian and Ms Leung from
carrying on business in Hong Kong and/
or the PRC under the name of Forest
Source Mining Industry Holding Company
Limited (subsequently known as HK
Yuenxian since 7 January 2010); and

(b) An injunction restraining, amongst
others, Ms Leung from acting or
holding out as a director of QHFSMI
or interfering with the business of
QHFSMI, including but not limited to
making any representations, requests,
demands or promises to the Inner
Mongolia Autonomous Region Commerce
and Industry Bureau or any other
governmental agencies in the PRC on
behalf of QHFSMI in regard to any affairs
of or relating to QHFSMI.

The interim injunction order was subsequently
discharged on 30 March 2010.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(@) Basis of preparation (Continued)

(i)

Loss of controls over assets of QHFSMI and
IMFSMI (Continued)

Ms Leung'’s legal status as director and legal
representative in the PRC subsidiaries remained
unchanged during the year in the absence of her
cooperation

Ms Leung was a director and legal representative
of both QHFSMI and IMFSMI. On 10 September
2009, the sole shareholder of QHFSMI and
IMFSMI (i.e. HKFSMIH) had resolved to remove
Ms Leung’s capacity as director and legal
representative of both QHFSMI and IMFSMI with
immediate effect. As disclosed in the Company’s
circular dated 28 June 2010, the respective
members of the board of directors and legal
representative of QHFSMI and IMFSMI had not
yet been officially changed as the procedures of
changing and updating the official records at the
relevant PRC government authority took longer
than expected as Ms Leung, being the then legal
representative, was not cooperative and failed to
provide the requested documents and corporate
seals.
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NOTES TO THE FINANCIAL STATEMENTS

B R M

For the year ended 31 December 2012 HE—Z——F+_A=+—HBILFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a)

Basis of preparation (Continued)

(ii)

Loss of controls over assets of QHFSMI and
IMFSMI (Continued)

Transfer of exploration licence without the
Company’s knowledge, consent or approval

The Group acquired QHFSMI from Ms Leung in
2007. QHFSMI was the holder of an exploration
licence which conferred QHFSMI the rights
to conduct exploration work for the mineral
resources containing iron, vanadium and
titanium in the titanium mine located at Xiao
Hong Shan in Inner Mongolia, the PRC. Based
on the search conducted by the Company’s legal
advisers, the exploration licence was transferred,
without the Company's knowledge, consent or
approval, to Yuen Xian Company on 31 January
2010. Such actions by Ms Leung were not
expected in view of the interim injunction order
obtained by the Company from the Hong Kong
Court, details of which are set out in the sub-
paragraph headed “Disputes with Ms Leung”
above. Without the exploration licence, QHFSMI
no longer has the rights to, among other things,
carry out exploration of the mineral resources of
the titanium mine, access to the titanium mine
and neighbouring areas and has no priority in
obtaining the mining rights of the titanium mine.
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NOTES TO THE FINANCIAL STATEMENTS

LU R

For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a)

Basis of preparation (Continued)

(i)

Loss of controls over assets of QHFSMI and
IMFSMI (Continued)

Transfer of exploration licence without the
Company’s knowledge, consent or approval
(Continued)

As soon as the Company had discovered the loss
of QHFSMI's exploration licence, the Company
sought advice from its legal advisers. Given the
discovery of the loss of significant assets of
QHFSMI, the board of directors is no longer in
the position of maintaining controls over QHFSMI
and IMFSMI by the Group. As a consequence,
the directors of the Company consider that the
Group no longer has the power to exercise its
right as the shareholder and thus has lost its
control over the assets and operations and is
unable to exercise control over the financial
and operating policy decisions of QHFSMI
and IMFSMI. Accordingly, the directors of the
Company consider that it is inappropriate to
consolidate the financial statements of QHFSMI
and IMFSMI into the Group and these two
wholly-owned subsidiaries are de-consolidated
and classified as discontinued operations from
2010.
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For the year ended 31 December 2012 HE—Z——F+_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EXRSEBEM

POLICIES (continued)

E‘;
~
W
—

mRERE (&)

(a) Basis of preparation (Continued) (a)

(iiij)  De-consolidating QHFSMI and IMFSMI

The Group has been unable to obtain the
financial information of QHFSMI and IMFSMI
since 2010. The directors of the Company
consider that the Group had lost its control to
govern the financial and operating policies of
QHFSMI and IMFSMI with effect from 1 January
2010. Accordingly, the financial information of
QHFSMI and IMFSMI was de-consolidated with
effect from 1 January 2010. Details of the de-
consolidating QHFSMI and IMFSMI are set out in
the 2010 Annual Report of the Company.

In February 2012, the Group filed a writ to
the Intermediate People’s Court in Xining City,
Qinghai Province (the “Qinghai Court”) against
Yuen Xian Company and QHFSMI for the request
to invalidite the transfer of the exploration
licence from QHFSMI to Yuen Xian Company
at a consideration of RMB8,000,000 (“Transfer
Agreement”) and return the exploration licence
to QHFSMI. On 31 December 2012, the Qinghai
Court issued an order (the “Qinghai Court
Order”) that the Transfer Agreement was invalid.
In January 2013, Ms Leung lodged an appeal
to the Qinghai Court, the Qinghai Court has
accepted the appeal and legal proceedings will
be proceeded in due course.
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NOTES TO THE FINANCIAL STATEMENTS

LU R

For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(a)

(b)

Basis of preparation (Continued)

(iii)  De-consolidating QHFSMI and IMFSMI
(Continued)

The Group has sought legal opinion in respect
of the writ and the Qinghai Court Order. The
legal advisor opined that the Transfer Agreement
was invalid and the Group should reserve its
civil compensation rights. In the opinion of the
directors, the aforesaid legal proceedings will
have no material impact on the financial position
and operations of the Group as the Group still
does not have any control to govern the financial
and operating policies of QHFSMI and IMFSMI
which had already been de-consolidated since
2010.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31 December each year.

Subsidiaries are consolidated from the date on
which control is transferred to the Group. They are
de-consolidated from the date that control ceases.

Intra-group transactions, balances and unrealised
gains and losses on transactions between group
companies are eliminated in preparing the consolidated
financial statements. Where unrealised losses on intra-
group asset sales are reversed on consolidation, the
underlying asset is also tested for impairment from the
Group's perspective. Amounts reported in the financial
statements of subsidiaries have been adjusted where
necessary to ensure consistency with the accounting
policies adopted by the Group.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2012 HE—Z——F+_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(b)

Basis of consolidation (Continued)

Changes in the Group’s interests in subsidiaries that
do not result in a loss of control are accounted for
as equity transactions. The carrying amounts of the
Group's interest and the non-controlling interests are
adjusted to reflect the changes in their relative interests
in the subsidiaries. Any difference between the amount
by which the non-controlling interests is adjusted and
the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners of
the Company.

When the Group loses control of a subsidiary, the
profit or loss on disposal is calculated as the difference
between (i) the aggregate of the fair value of the
consideration received and the fair value of any
retained interest and (ii) the previous carrying amount
of the assets (including goodwill), and liabilities of the
subsidiary and any non-controlling interests. Amounts
previously recognised in other comprehensive income in
relation to the subsidiary are accounted for in the same
manner as would be required if the relevant assets or
liabilities were disposed of.

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those
interests at initial recognition plus the non-controlling
interests’” share of subsequent changes in equity. Total
comprehensive income is attributed to non-controlling
interests even if this results in the non-controlling
interests having a deficit balance.
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NOTES TO THE FINANCIAL STATEMENTS

LU R

For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(c)

(d)

Subsidiaries

Subsidiaries are entities (including special purpose
entities) over which the Group has the power to control
the financial and operating policies so as to obtain
benefits from their activities. The existence and effect of
potential voting rights that are currently exercisable or
convertible are considered when assessing whether the
Group controls another entity.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment
loss unless the subsidiary is held for sale or included
in a disposal group. The results of the subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable at the reporting date. All
dividends whether received out of the investee’s pre or
post-acquisition profits are recognised in the Company's
profit or loss.

Accounting for production sharing
contract

Production sharing contract constitutes jointly controlled
operations. The Group's interests in production sharing
contract are accounted for in the financial statements
on the following bases:

(i) the assets that the Group controls and the
liabilities that the Group incurs; and

(ii) the share of expenses that the Group incurs
and its share of income from the production
according to the terms stipulated in this
contract.
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NOTES TO THE FINANCIAL STATEMENTS

B R

For the year ended 31 December 2012 HE—_ZT——F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(e)

Foreign currency translation

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated
into the functional currency of the individual entity
using the exchange rates prevailing at the dates of the
transactions. At the reporting date, monetary assets
and liabilities denominated in foreign currencies are
translated at the foreign exchange rates ruling at that
date. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the
reporting date retranslation of monetary assets and
liabilities are recognised in profit or loss.

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined and are reported as part of the fair value
gain or loss. Non-monetary items that are measured at
historical cost in a foreign currency are not retranslated.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into HK$.
Assets and liabilities have been translated into HK$
at the closing rates at the reporting date. Income
and expenses have been converted into HK$ at the
exchange rates ruling at the transaction dates, or at
the average rates over the reporting period provided
that the exchange rates do not fluctuate significantly.
Any differences arising from this procedure have
been recognised in other comprehensive income
and accumulated separately in the exchange reserve
in equity. Goodwill and fair value adjustments on
identifiable assets acquired arising on the acquisition of
a foreign operation are treated as assets and liabilities
of the foreign operation and translated into HK$ at
the closing rates. Exchange differences arising are
recognised in the exchange reserve in equity.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2012 HEZE =T ——F+_A=+T—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

(e) Foreign currency translation (Continued)

When a foreign operation is sold, such exchange
differences are reclassified from equity to profit or loss
as part of the gain or loss on sale.

(f) Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and the
use by others of the Group’s assets yielding interest,
and dividends, net of rebates and discounts. Provided
it is probable that the economic benefits will flow to
the Group and revenue and costs, if applicable, can be
measured reliably, revenue is recognised as follows:

(i) sale of goods are recognised upon transfer of
significant risks and rewards of ownership to the
buyers. This is usually taken at the time when
the goods are delivered and the customer has
accepted the goods.

(i) sale of crude oil is recognised from the Group’s
share of income (including cost recovery oil,
investment recovery oil and share oil) according
to the terms stipulated in the contract, details of
which are set out in note 36;

(iii) sale of electricity and heat is recognised upon
the transmission of electricity and heat to the
customer; and

(iv) interest income is recognised on time proportion
basis using effective interest method.

(f)
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NOTES TO THE FINANCIAL STATEMENTS

B R

For the year ended 31 December 2012 HE—_ZT——F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(9)

Borrowing costs

Borrowing costs incurred for the acquisition,
construction or production of any qualifying asset are
capitalised during the period of time that is required
to complete and prepare the asset for its intended use.
A qualifying asset is an asset which necessarily takes a
substantial period of time to get ready for its intended
use or sale. Other borrowing costs are expensed when
incurred.

Borrowing costs are capitalised as part of the cost of
a qualifying asset when expenditure for the asset is
being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset
for its intended use or sale are being undertaken.
Capitalisation of borrowing costs ceases when
substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are
complete.

Energy International Investments Holdings Limited ¢ Annual Report 2012

BEARGFBUERBM m)

(9)

CE 2N

Wi EZRAMEERNEEREE
PREE S Z fERRBAS » IR TE AR R
7B B U E A AT R i A AR
NEXE-AERBERFTERE
MEIRERAERFEERR2E
o A RRARE L RH
Lo

ERRAREEELRMX  BHK
AREEEZSRERAEGNEE
MRFHEZERBTIFETHRE
e EREBEREERAN Z —
DeoEREEREEZINRTERE
HIHERRATZ BRI ER
TRERE - TBSERKARER
fbe



NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2012 HEZE =T ——F+_A=+T—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(h)

Goodwill

Goodwill is initially recognised at cost being the excess
of the aggregate of consideration transferred and the
amount recognised for non-controlling interests over the
fair value of identifiable assets, liabilities and contingent
liabilities acquired.

Where the fair value of identifiable assets, liabilities
and contingent liabilities exceed the fair value of
consideration paid, the excess is recognised in profit or
loss on the acquisition date, after re-assessment.

Goodwill is measured at cost less impairment losses.
Accounting policies for the impairment of goodwill are
set out in note 3().

For goodwill arising on an acquisition in a financial year,
the cash generating unit ("CGU") to which goodwill has
been allocated is tested for impairment before the end
of that financial year. When the recoverable amount of
the CGU is less than the carrying amount of the unit,
impairment loss is allocated to reduce the carrying
amount of any goodwill allocated to the unit first, and
then to the other assets of the unit pro-rata on the basis
of the carrying amount to each asset in the unit. Any
impairment loss for goodwill is recognised in profit or
loss and is not reversed in subsequent periods.

(h)
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NOTES TO THE FINANCIAL STATEMENTS

B HR R M

For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

()

Intangible assets

Intangible assets acquired separately are initially
recognised at cost. The cost of intangible assets
acquired in a business combination is fair value at the
date of acquisition. Subsequently, intangible assets with
finite useful lives are carried at cost less accumulated
amortisation and accumulated impairment losses.
Amortisation expense is included in other operating
expenses in profit or loss and is provided as follows.

- Exploration and evaluation assets under oil
production business is amortised on unit of
production method.

- Customers’ contracts is amortised when the
revenue of the related customer contracts is
recognised.

- Interests in oil production sharing contract under
oil production business is amortised on unit of
production method.

Property, plant and equipment

Property, plant and equipment (other than construction
in progress (“CIP")) are stated at cost less accumulated
depreciation and any impairment losses. The cost of
an asset comprises its purchase price and any directly
attributable cost of bringing the asset to the working
condition and location for its intended use.
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NOTES TO THE FINANCIAL STATEMENTS

R AR

For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()]

Property, plant and equipment
(Continued)

Other than oil properties, depreciation is provided to
write off the cost less their estimated residual values, if
any, over their estimated useful lives, using straight-line
method, at the following rates per annum:

The shorter of lease terms
and 29 years

Buildings

Plant and machinery 12 to 15 years

Leasehold improvements,
furniture, office
equipment and motor
vehicles

3 to 10 years

Depreciation on oil properties is provided to write off
the cost of the oil properties using unit of production
method utilising only proved developed oil reserves as
the depletion base.

The assets’ estimated useful lives, depreciation methods
and estimated residual values are reviewed, and
adjusted if appropriate, at each reporting date.

Gain or loss arising on retirement or disposal is
determined as the difference between the net sales
proceeds and the carrying amount of the asset and is
recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS

B R

For the year ended 31 December 2012 HE—_ZT——F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

()

(k)

Property, plant and equipment
(Continued)

Subsequent costs are included in the asset’'s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can be
measured reliably. All other costs, such as repairs and
maintenance, are charged to profit or loss during the
financial period in which they are incurred.

CIP represents property, plant and equipment under
construction, which is stated at cost less any impairment
losses and is not depreciated. Cost comprises direct
costs incurred during the periods of construction,
installation and testing. CIP is reclassified to the
appropriate category of property, plant and equipment
and depreciation commences when the construction
work is completed and the asset is ready for use.

Prepaid land lease payments

Upfront payments made to acquire land held under
an operating lease are stated at cost less accumulated
amortisation and any impairment losses. Amortisation
is calculated on straight-line method over the term of
lease/right of use except where an alternative basis is
more representative of the time pattern of benefits to
be derived by the Group from use of the land.

78 Energy International Investments Holdings Limited ¢ Annual Report 2012

BEARGFBUERBM m)

()

(k)

M- -BENRRE &)

HEMRAER EZIBRRB AR
KENSEEARERALRER B
HEBZKAER SERtEHE g5
ANBEEZFEHEXRERRBILEE
(PE M) - Fr A E AR A (e
RERBE)ARELEZMBARBEE
BRI -

ERTREERYE BE LR
- THIm AR R AE R R E B 1R 5
AP THE -RABEER %
KERBHBMEEZ BRKA
BIEREIREEAHERKE
MO BRYE BEREHEZEE
BRI RBELITE -

AL HEKE

HREBRIBLEHOTE 2 LA
1R Z TR SRR TY AR AR R 5t
B R AR E R BT AR - #E3H IR0
THE,/ {8 A BAR DA B ROA AT
B HEMEER —EEFERRAN
SEEBEREELMESF S
B R AR 20 A1 BR Hh



NOTES TO THE FINANCIAL STATEMENTS

CupE U

For the year ended 31 December 2012 HEZE =T ——F+_A=+T—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

U

Impairment of other assets

Goodwill, property, plant and equipment, prepaid
land lease payments, intangible assets and interests in
subsidiaries are subject to impairment testing.

Goodwill is tested for impairment at least annually,
irrespective of whether there is any indication that they
are impaired. All other assets are tested for impairment
whenever there are indications that the asset’s carrying
amount may not be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
Recoverable amount is the higher of fair value,
reflecting market conditions 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
assessment of time value of money and the risk specific
to the asset.

For the purposes of assessing impairment, where
an asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest group
of assets that generate cash inflow independently (i.e.
CGUs). As a result, some assets are tested individually
for impairment and some are tested as CGU level.
Goodwill in particular is allocated to those CGUs that
are expected to benefit from synergies of the related
business combination and represent the lowest level
within the Group at which goodwill is monitored for
internal management purpose.
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NOTES TO THE FINANCIAL STATEMENTS

B HR R M

For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(1

(m)

Impairment of other assets (Continued)

Impairment losses recognised for CGUs, to which
goodwill has been allocated, are credited initially to the
carrying amount of goodwill. Any remaining impairment
loss is charged pro rata to the other assets in the CGU,
except that the carrying value of an asset will not be
reduced below its individual fair value less cost to sell, or
value-in-use, if determinable.

An impairment loss on goodwill is not reversed in
subsequent periods including impairment losses
recognised in an interim period. In respect of other
assets, an impairment loss is reversed if there has been
a favourable change in the estimates used to determine
the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss
had been recognised.

Discontinued operations

A discontinued operation is a clearly distinguishable
component of the Group's business that has been
disposed of, abandoned or is classified as held for sale,
which represents a separate major line of business or
geographical area of operations of the Group.
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NOTES TO THE FINANCIAL STATEMENTS

R AR

For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(n)

(o)

Leases

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

Operating lease charges as the lessee

Leases which do not transfer substantially all the risks
and rewards of ownership to the Group are classified as
operating lease. Where the Group has the right to use
of assets held under operating leases, payments made
under the leases are charged to profit or loss using
straight-line method over the lease terms except where
an alternative basis is more representative of the time
pattern of benefits to be derived from the leased assets.
Lease incentives received are recognised in profit or loss
as an integral part of the aggregate net lease payments
made. Contingent rentals are charged to profit or loss in
the accounting period which they are incurred.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost of coal is determined using
weighted average method. All other cost is determined
using first-in, first-out method, and in the case of
work in progress and finished goods, comprises direct
materials, direct labour and an appropriate proportion
of overheads. Net realisable value is the estimated
selling prices in the ordinary course of business less the
estimated costs necessary to make the sale.

(n)

(o)
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NOTES TO THE FINANCIAL STATEMENTS

B R

For the year ended 31 December 2012 HE—_ZT——F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(p)

Financial assets
Recognition and measurement

The Group’s financial assets are classified as loans and
receivables.

Management determines the classification of its
financial assets at initial recognition depending on the
purpose for which the financial assets were acquired
and where allowed and appropriate, re-evaluates this
designation at every reporting date.

All financial assets are recognised when, and only
when, the Group becomes a party to the contractual
provisions of the instrument. Regular way purchases
and sales of financial assets are recognised on trade
date. When financial assets are recognised initially, they
are measured at fair value, plus directly attributable
transaction costs.

De-recognition of financial assets occurs when the rights
to receive cash flows from the investments expire or are
transferred and substantially all of the risks and rewards
of ownership have been transferred. At each reporting
date, financial assets are reviewed to assess whether
there is objective evidence of impairment. If any such
evidence exists, impairment loss is determined and
recognised based on the classification of the financial
asset.

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. These are subsequently
measured at amortised cost using the effective interest
method, less any impairment losses. Amortised cost is
calculated taking into account any discount or premium
on acquisition and includes fees that are an integral part
of the effective interest rate and transaction cost.
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NOTES TO THE FINANCIAL STATEMENTS

CupE U

For the year ended 31 December 2012 HEZE =T ——F+_A=+T—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(p)

Financial assets (Continued)
Impairment of financial assets

At each reporting date, financial assets are reviewed
to determine whether there is any objective evidence
of impairment. Financial assets are impaired if there
is objective evidence of impairment as a result of
one or more events that has occurred after the initial
recognition of the assets and that event has an impact
on the estimated future cash flows of the financial
assets that can be reliably estimated. Evidence of
impairment may include:

- significant financial difficulty of the debtor;

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

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

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

Loss events in respect of a group of financial assets
include observable data indicating that there is a
measurable decrease in the estimated future cash flows
from the group of financial assets. Such observable
data includes but not limited to adverse changes in the
payment status of debtors in the group and, national or
local economic conditions that correlate with defaults
on the assets in the group.

(p)
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NOTES TO THE FINANCIAL STATEMENTS

B HR R M

For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(p)

Financial assets (Continued)
Impairment of financial assets (Continued)

If there is objective evidence that an impairment
loss on loans and receivables has been incurred, the
amount of loss is measured as the difference between
the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the
financial asset’s original effective interest rate (i.e. the
effective interest rate computed at initial recognition).
The amount of loss is recognised in profit or loss of the
period in which the impairment occurs.

If, in subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognised, the previously recognised impairment
loss is reversed to the extent that it does not result in a
carrying amount of the financial asset exceeding what
the amortised cost would have been had the impairment
not been recognised at the date the impairment is
reversed. The amount of the reversal is recognised in
profit or loss of the period in which the reversal occurs.

If, in subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognised, the previously recognised impairment
loss is reversed to the extent that it does not result in a
carrying amount of the financial asset exceeding what
the amortised cost would have been had the impairment
not been recognised at the date the impairment is
reversed. The amount of the reversal is recognised in
profit or loss of the period in which the reversal occurs.
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NOTES TO THE FINANCIAL STATEMENTS

R AR

For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(q)

Income taxes

Income taxes for the year comprise current tax and
deferred tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated
using tax rates that have been enacted or substantively
enacted at the end of reporting period.

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except
for goodwill and recognised assets and liabilities that
affect neither accounting nor taxable profits, deferred
tax liabilities are recognised for all taxable temporary
differences. Deferred tax assets are recognised to the
extent that it is probable that taxable profits will be
available against which deductible temporary differences
can be utilised. Deferred tax is measured at the tax
rates appropriate to the expected manner in which the
carrying amount of the asset or liability is realised or
settled and that have been enacted or substantively
enacted at the end of reporting period.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, 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.

Income taxes are recognised in profit or loss except
when they relate to items recognised in other
comprehensive income in which case the taxes are also
recognised in other comprehensive income.

(a)
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NOTES TO THE FINANCIAL STATEMENTS

B R

For the year ended 31 December 2012 HE—_ZT——F+_A=1+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(r)

(s)

Cash and cash equivalents

Cash and cash equivalents include cash at bank and
in hand, demand deposits with banks and short-term
highly liquid investments with original maturities of
three months or less that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value. For the purpose of
the statement of cash flows presentation, cash and cash
equivalents include bank overdrafts which are repayable
on demand and form an integral part of the Group's
cash management.

Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have
been issued. Any transaction costs associated with the
issue of shares are deducted from share premium (net
of any related income tax benefit) to the extent they
are incremental costs directly attributable to the equity
transaction.
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NOTES TO THE FINANCIAL STATEMENTS

CupE U

For the year ended 31 December 2012 HEZE =T ——F+_A=+T—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(t)

Financial liabilities

The Group’s financial liabilities include trade and other
payables and accruals, amounts due to non-controlling
shareholder, bank and other borrowings, promissory
notes and convertible bonds.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument. All interest related charges are recognised
in accordance with the Group’s accounting policy for
borrowing costs (see note 3(g)).

A financial liability is de-recognised when the obligation
under the liability is discharged, cancelled or expires.

Where an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and the recognition of a new liability,
and the difference in the respective carrying amount is
recognised in profit or loss.

Trade and other payables and accruals, amounts
due to non-controlling shareholder and promissory
notes

These are recognised initially at their fair value and
subsequently measured at amortised cost, using
effective interest method. The related interest expense is
recognised in profit or loss.

(t)
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NOTES TO THE FINANCIAL STATEMENTS

B HR R M

For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(t)

Financial liabilities (Continued)

Convertible bonds that contain an equity
component

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

Convertible bonds issued by the Company that contain
both financial liability and equity components are
classified separately into respective liability and equity
components on initial recognition. On initial recognition,
the fair value of the liability component is determined
using the prevailing market interest rate for similar non-
convertible debts. The difference between the proceeds
of the issue of the convertible bonds and the fair value
assigned to the liability component, representing the
call option for conversion of the bonds into equity, is
included in equity as convertible bond equity reserve.

The liability component is subsequently carried at
amortised cost using effective interest method. The
equity component will remain in equity until conversion
or redemption of the bonds.

When the bonds are converted, the convertible bond
equity reserve and the carrying value of the liability
component at the time of conversion are transferred to
share capital and share premium as the consideration
for the shares issued. If the bonds are redeemed, the
convertible bond equity reserve is released directly to
accumulated losses.
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NOTES TO THE FINANCIAL STATEMENTS

R AR

For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(t)

(u)

Financial liabilities (Continued)
Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of
the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least twelve months after the
reporting date.

Provisions and contingent liabilities

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

All provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate.

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

B HR R M

For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(v)

Retirement benefits costs and short-
term employee benefits

Retirement benefits to employees are provided through
defined contribution plans.

Defined contribution plans

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the
“MPF Scheme”) under the Mandatory Provident Fund
Schemes Ordinance, for all its employees in Hong Kong.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to profit or
loss as they become payable in accordance with the
rules of the MPF scheme. Assets of the MPF Scheme
are held separately from those of the Group in an
independently administered fund. The Group’s employer
contributions vest fully with the employees when
contributed into the MPF Scheme.

According to the relevant regulations in the PRC, the
subsidiaries of the Group operating in the PRC are
required to participate in central pension schemes
operated by the respective local municipal governments,
whereby the PRC subsidiaries are required to contribute
a certain percentage of the basic salaries of their
employees to the scheme to fund their retirement
benefits. The scheme is responsible for the entire
pension obligations payable to the retired employees
and the Group has no further obligations for the actual
pension payments or other post-retirement benefits
beyond the employer contributions. Contributions under
the scheme are charged to profit or loss as they become
payable in accordance with the rules and regulations in
the PRC.
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NOTES TO THE FINANCIAL STATEMENTS

R AR

For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(v)

(w)

Retirement benefits costs and short-
term employee benefits (Continued)

Short-term employee benefits

Employee entitlements to annual leave are recognised
when they are accrued to employees. A provision is
made for the estimated liability for unused annual
leave as a result of services rendered by employees up
to the reporting date. Non-accumulating compensated
absences such as sick leave and maternity leave are not
recognised until the time of leave.

Government grants

Grants from the government are recognised at their
fair value where there is a reasonable assurance that
the grant will be received and the Group will comply
with all attached conditions. Government grants are
deferred and recognised in profit or loss over the
period necessary to match them with the costs that
the grants are intended to compensate. Government
grants relating to the purchase of assets are included
in liabilities as deferred government grants in the
statement of financial position and are recognised in
profit or loss on straight-line method over the expected
lives of the related assets.

Government grants relating to income is presented in
gross under “Other income” in the consolidated income
statement.
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NOTES TO THE FINANCIAL STATEMENTS

B HR R M

For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(x)

Share-based compensation

The Group operates equity-settled share-based
compensation plans for remuneration of its employees
and directors.

All employee services received in exchange for the grant
of any share-based compensation are measured at their
fair values. These are indirectly determined by reference
to the share options awarded. Their value is appraised
at the grant date and excludes the impact of any non-
market vesting conditions (for example, profitability and
sales growth targets).

For other goods or services received by the Group
in exchange for the grant of any share-based
compensation, they are directly measured at the fair
value of the goods or services received.

All share-based compensation is recognised as an
expense in profit or loss over the vesting period if
vesting conditions apply, or recognised as an expense
in full at the grant date when the equity instruments
granted vest immediately unless the compensation
qualifies for recognition as asset, with a corresponding
increase in the share option reserve in equity. If vesting
conditions apply, the expense is recognised over the
vesting period, based on the best available estimate
of the number of equity instruments expected to
vest. Non-market vesting conditions are included in
assumptions about the number of equity instruments
that are expected to vest. Estimates are subsequently
revised, if there is any indication that the number
of equity instruments expected to vest differs from
previous estimates. No adjustment to expense
recognised in prior periods is made if fewer share
options ultimately are exercised than originally vested.
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NOTES TO THE FINANCIAL STATEMENTS

R AR

For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(x)

(y)

Share-based compensation (Continued)

At the time when the share options are exercised, the
amount previously recognised in share option reserve
will be transferred to share premium. After vesting
date, when the vested share options are later forfeited
or are still not exercised at the expiry date, the amount
previously recognised in share option reserve will be
transferred to accumulated losses.

Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive directors
for their decisions about resources allocation to the
Group's business components and for their review of
the performance of those components. The business
components in the internal financial information
reported to the executive directors are determined
following the Group's major product lines.

The Group has identified the following reportable
segments:

° Supply of electricity and heat; and
° Qil production.

For the year ended 31 December 2011, trading of
carpets business was ceased and had been accounted
for as discontinued operations.

Each of these operating segments is managed separately
as each of the product line requires different resources
as well as marketing approaches. All inter-segment
transfers are priced with reference to prices charged to
external parties for similar orders.
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NOTES TO THE FINANCIAL STATEMENTS

B HR R M

For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(y)

(2)

Segment reporting (Continued)

The measurement policies the Group used for reporting
segment results under HKFRS 8 are the same as those
used in its financial statements prepared under HKFRSs,
except that finance costs, income tax and corporate
income and expenses which are not directly attributable
to the business activities of any operating segment are
not included in arriving at the operating results of the
operating segment.

Segment assets include all assets but corporate assets
which are not directly attributable to the business
activities of any operating segment are not allocated
to a segment, which primarily applies to the Group’s
headquarter.

Segment liabilities exclude corporate liabilities which are
not directly attributable to the business activities of any

operating segment and are not allocated to a segment.

No asymmetrical allocations have been applied to
reportable segments.

Related parties

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

(i) has control or joint control over the
Group;

(i) has significant influence over the Group;
or

(iii) is a member of key management
personnel of the Group or the Company's
parent.
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NOTES TO THE FINANCIAL STATEMENTS

R AR

For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HItFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(z) Related parties (Continued)

(b)

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

)

(if)

(iii)

(iv)

(v)

(vi)

(vii)

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

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

Both entities are joint ventures of the
same third party;

One entity is a joint venture of a third
entity and the other entity is an associate
of the third entity;

The entity is a post-employment benefit
plan for the benefit of the employees
of the Group or an entity related to the
Group;

The entity is controlled or jointly
controlled by a person identified in (a);
and

A person identified in (a)(i) has significant
influence over the entity or is a member
of key management personnel of the
entity (or of a parent of the entity).
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NOTES TO THE FINANCIAL STATEMENTS

B HR R M

For the year ended 31 December 2012 &% —

T——F+-A=+—HULEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(2)

(za)

Related parties (Continued)

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

(i) that person’s children and spouse or domestic
partner;
(ii) children of that person’s spouse or domestic

partner; and

(i) dependents of that person or that person’s
spouse or domestic partner.

Financial guarantee contract

A financial guarantee contract is a contract that requires
the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor
fails to make payment when due in accordance with
the original or modified terms of a debt instrument. A
financial guarantee contract issued by the Group and
not designated as at fair value through profit or loss
is recognised initially at its fair value less transaction
costs that are directly attributable to the issue of the
financial guarantee contract. Subsequent to initial
recognition, the Group measures the financial guarantee
contact at the higher of: (i) the amount determined
in accordance with HKAS 37 Provisions, Contingent
Liabilities and Contingent Assets, and (ii) the amount
initially recognised less, when appropriate, cumulative
amortisation recognised in accordance with HKAS 18
Revenue.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HItFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
rarely equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below:

Depreciation

Other than oil properties and CIP, the Group depreciates its
property, plant and equipment using straight-line method over
their estimated useful lives of 3 to 29 years. The estimated
useful lives reflect the directors’ estimate of the periods that
the Group intends to derive future economic benefits from the
use of these property, plant and equipment.

Impairment of receivables

The Group's management reviews receivables on a regular
basis to determine if any provision for impairment is necessary.
Impairment loss on receivables is established when there is
objective evidence that the Group will not be able to collect
all amounts due according to the original terms of receivables.
Allowances for impairment of receivables are determined by
management based on the repayment history of its debtors
and the current market conditions. Significant financial
difficulties of the debtor, probability that the debtor will
enter bankruptcy or financial reorganisation, and default or
delinquency in payments are considered indicators that the
receivable is impaired. Management reassesses the impairment
of receivables, if any, at the reporting date.
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NOTES TO THE FINANCIAL STATEMENTS
51 35 R 7 Bft o

For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Estimated impairment of goodwiill

The Group tests on annual basis whether goodwill is impaired
in accordance with the accounting policy stated in note 3(I).
The recoverable amounts of CGUs are determined based on
value-in-use calculations. These calculations require the use of
judgement and estimates of the future cash flows expected to
arise from the CGUs, the timeframe for the cash flows forecast
and the suitable discount rates in order to calculate the present
value. Details in impairment assessment are set out in note 19
to the financial statements.

Estimated impairment of intangible assets

Fair value of customers’ contracts is determined based on
excess earnings method. These calculations require the use
of estimates about future cash flows, discount rate and
duration of customers’ contracts. In the process of estimation,
management makes assumptions about future cash flow, costs
and duration of customers’ contracts.

Fair value of interests in oil production sharing contract is
determined based on the income approach. These calculations
require the use of estimates about future cash flows, discount
rate and oil reserves. In the process of estimation, management
makes assumptions about future cash flow, costs and oil
reserves.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HItFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Valuation of convertible bonds

The directors of the Company use their judgement in selecting
an appropriate valuation technique for the Group's convertible
bonds which are not quoted in the active market. Valuation
techniques commonly used by market practitioners are applied.
The fair value of the liability and equity components embedded
the convertible bonds are estimated by an independent
professional valuer. The fair value of these components varies
with different variables of certain subjective assumptions. Any
change in these variables so adopted may materially affect the
estimation of the fair value of these components.

Control on QHFSMI and IMFSMI

As described in notes 3(a)(ii) and 3(a)(iii) to the financial
statements, as soon as the Company had discovered the loss
of QHFSMI's exploration licence, without the Company’'s
knowledge, consent or approval, the Company sought advice
from its legal advisers. Given the discovery of the loss of
significant assets of QHFSMI, the board of directors is no
longer in the position of maintaining the Group’s controls
over QHFSMI and IMFSMI. As a consequence, the directors
of the Company consider that the Group no longer has the
power to exercise its rights as the shareholder and thus has
lost its controls over the assets and operations and is unable
to exercise the control over the financial and operating policy
decisions of QHFSMI and IMFSMI. Accordingly, the directors of
the Company consider that it is inappropriate to consolidate
the financial statements of QHFSMI and IMFSMI into the
Group and these two-wholly owned subsidiaries have been de-
consolidated since 2010.
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NOTES TO THE FINANCIAL STATEMENTS
51 35 R 7 Bft o

For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Estimation of oil reserves

Qil reserves are key elements in the Company’s investment
decision-making process. They are also an important element
in testing for impairment. Changes in oil reserves will affect
unit of production depreciation, depletion and amortisation
recorded in the financial statements for oil properties and
intangible assets related to oil production activities. A
reduction in oil reserves will increase depreciation, depletion
and amortisation (assuming constant production) and reduce
net profit. Oil reserve estimates are subject to revision, either
upward or downward, based on new information, such as from
developing drilling and production activities or from changes
in economic factors, including product prices or development
plans. In general, changes in the technical maturity of oil
reserves resulting from new information becoming available
from development and production activities have tended to be
the most significant cause of annual revisions.

Taxation

The Group is subject to income taxes in Hong Kong and
the PRC. There are certain transactions and calculations for
which the ultimate tax determination is uncertain during the
ordinary course of business. The Group recognises liabilities for
anticipated tax based on estimates of whether additional taxes
will be due. Where the final tax outcome of these matters is
different from the amounts that were initially recorded, such
differences will impact the income tax provisions in the period
in which such final tax liabilities determination is made.
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NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HItFE

5. REVENUE AND OTHER INCOME 5. WEKRHEMEA
The Group's principal activities are disclosed in note 1 to the REEZ FEEBR I BRRMT145EE -
financial statements. Turnover of the Group is the revenue from REBEZEBRRAZUSHERLEEB 2
these activities on continuing operations. Wz
Revenue from the Group’s principal activities and other income REEFEEL 2 W kB BRAMIA
recognised are as follows: 7l N
2012 2011
HK$'000 HK$'000
—E——fF —T——%F
FExT FHET
Revenue on continuing operations BEKSEEE WS
Sale of electricity and heat HEE N K 122,700 103,844
Sale of crude oil & R H 184,431 127,544
307,131 231,388
Other income on continuing BEKSEEB ZHMEA
operations
Bank interest income AT B A 347 352
Exchange gain, net b 5 Wz % 58 871 2,983
Gain on disposal of property, plant and  HEW X - BE K& E 2 W
equipment 57 360
Government grants BT 4 B 47,733 37,115
Gain on extinguishment of non-current | IE R BB 2 ez (MHEE29)
borrowings (note 29) 3,004 12,198
Sundry income FEIEEA 5,877 172
57,889 53,180
Government grants mainly represented unconditional grants WM EZ RPN RTEAER 2
from the local government in the PRC to the Group to AR E A E R W SR R AR
compensate its selling price of heat energy supplied to the local mubftpEEREE 2 BE -

central heat transmit station.
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For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

SEGMENT INFORMATION

The Group has identified its operating segments and prepared
segment information based on the regular internal financial
information reported to management of the Group for their
decisions about resources allocation to the Group's business
components and review of these components’ performance.
The business components in the internal reporting to
management of the Group are determined based on the
Group's major product and service lines. The Group has
identified the following reportable segments.

(a) the Supply of Electricity and Heat segment represents
the business of generation and supplying of electricity
and heat; and

(b) the Oil Production segment represents the business of
oil production.

There was no inter-segment sale and transfer during the year
(2011: Nil).
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2012 # & =% —

“HE+-RA=t+—HLEFE

6. SEGMENT INFORMATION (continued) 6. 7EER (@)
Supply of
Electricity and Heat 0il Production Total
BEME B @z

2011 2011 2011
HK$'000 HK$'000 HK$'000

Reportable segment revenue:
From external customers

Reportable segment (loss)/profit

Bank interest income

Gain on extinguishment of
non-current borrowings

Depreciation

Amortisation of prepaid land
lease payments

Amortisation of intangible assets
Impairment loss of goodwill
Impairment loss of intangible assets

Impairment loss of property, plant and
equipment

Reportable segment assets

Additions to non-current
segment assets during the year

Reportable segment liabilities

BEDRNE:

RENEEP 2N
BEHE(BR) /M
BAMSHA
EEFERDEF 2N

ik
BNTHREFAES

EVAERH
BEIRERR
EEEZAEER

nx BEERRGZAEER

BENRRE

AERFRDDBEEEN

BEDRAE

TEL TAL
103,844 127,544 231,388

(72,537) (41,943)

30,59%

349

12,198

47,544

668 668
16,459 15,822 32,281
64,674 64,674
696,669 2,441,802 3,138,471
4,529 119,350 123,879

110,704 688,599 799,303
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For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

6. SEGMENT INFORMATION (continued) 6. THEER (@)
The totals presented for the Group's operating segments MAEEEENDHAET| 2 B HEEG
reconcile to the Group's key financial figures as presented in #Ei%¢£§‘lﬁ’\]$%l3§£ﬂﬁ‘%%(?2%ﬂ§
the financial statements as follows: wmr
2012 2011
Group AEE HK$’000 HK$'000
—E——F —F——F
FET FHT
Reportable segment revenue and WE o AR REE W
consolidated revenue 307,131 231,388
Reportable segment loss mEDEEE (395,129) (41,943)
Finance costs B 7% AR AR (13,427) (13,096)
Other unallocated income HfbRn KA 1 3
Elimination of inter-companies’ HIEARIBR 5
transaction 2,460 -
Other unallocated expenses Hih ko B (10,794) (10,778)

Loss before income tax and discontinued & FT15 % & O 4R IE 48 & 2 5 A1

operations 518 (416,889) (65,814)
2012 2011
HK$’000 HK$'000
—e-=% %
FET FET
Reportable segment assets WEPBEE 2,714,375 3,138,471
Property, plant and equipment Y- WEREE 223 316
Cash at banks and in hand RITHEGRFERS 1,415 5,599
Other corporate assets HihEEE 1,414 1,328
Group assets AEBEE 2,717,427 3,145,714
Reportable segment liabilities wENEEE 692,464 799,303
Convertible bonds A A % (& 55 394 14,484
Promissory notes KE — 28,707
Other corporate liabilities HitEEE 58,485 37,400
Group liabilities rEBEER 751,343 879,894
All revenues from external customers are located in the PRC FIERBINEER 2WEBUNFE (fF
(domicile). Geographical location of customers is based on the #) BPFEMEDIBREMZNE R
location at which the goods are delivered. No geographical WEE D BN AREMIEREEEE R
location of non-current assets is presented as substantial non- AR - E A 2 51 35 B & E AT
current assets are physically based in the PRC. & ©
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For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HItFE

6.

SEGMENT INFORMATION (continued) 6. DEES® (#)
Revenue from the major customers is as follows: KEFERPZWHENOT:
2012 2011
HK$’000 HK$'000
—e-=% —r——%
FHERT FHET
Customer A (derived from the Oil BEPA(RRREBDHE)
Production segment) 184,431 127,544
Customer B (derived from the Supply of & FB (ZRIRHAREAEHEHE)
Electricity and Heat segment) 38,875 24,058
223,306 151,602
FINANCE COSTS 7. HBAE
2012 2011
HK$’000 HK$'000
—B——F —E——F
FET FHET
Continuing operations: HEKEXEK:
Interest on bank and other borrowings ~ —F R E| 8 7 R 1T M E b & A8
due within one year 1,117 6,011
Imputed interest on promissory notes REZHENE (H5E30)
(note 30) 2,518 2,459
Imputed interest on convertible bonds AR ES 2 HEEF R
(note 31) (BFsE31) 1,198 1,851
Imputed interest on amounts due to FER SEIERR IR SRR 1B 2 HEE LB
non-controlling shareholder (note 27) (BFsE27) 822 392
Imputed interest on non-current EMBERZHEENE
borrowings 7,772 -
Loss on redemption of promissory notes  ¥& @ A Z 7 &8 (M 5£30)
(note 30) - 2,383
13,427 13,096
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For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

8. LOSS BEFORE INCOME TAX 8. KRIMEHAER
Loss before income tax is arrived at after charging/(crediting) BRETERABED MR, (GFA)UTE
the following: H
2012 2011
HK$000 HK$'000
—%-—% e
FET FET
Continuing operations: HEKEEK:
Cost of inventories recognised as HRART ZFEKAK

expense 112,044 66,245
Depreciation e 54,256 47,649
Amortisation of prepaid land lease AR AR E RIS (MEE17)

payments (note 17) 679 668
Amortisation of intangible assets* EREE#E ([FE20)

(note 20) 23,807 32,281
Auditor’s remuneration 1% B A B 966 954
Exchange gain, net M H U F R (871) (2,983)
Impairment loss of goodwill (note 19) EE 7 REEE (F5E19) 68,385 64,674
Impairment loss of intangible assets A E 2 RERE (H:E20)

(note 20) 323,367 -
Impairment loss of property, plant and ME - BERREREEE

equipment (note 16(a)) (FMsE16(a)) 48,939 -
Operating lease charges on land and T REFZREHENER

buildings 4,571 2,536
Staff costs, including directors’ EINA BREEEFH

emoluments (note 14) (FI5E14) 25,541 25,036
N Included in “Other operating expenses” on the face of the * Bt AREERR [BEMEEmx] -

consolidated income statement.

Depreciation expenses of HK$49,436,000 (2011: T E R $49,436,0008 L (2T ——F:
HK$43,225,000) and HK$4,820,000 (2011: HK$4,424,000) 43,225,0007% 7T ) }4,820,0008 7L (=&
were included in cost of sales and administrative expenses ——1F 14,424,000 70) o Bl ET A SHE K
respectively. REATHRX -
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For the year ended 31 December 2012 HEZE—T——F+ —_A=+—HItFE

9. INCOME TAX CREDIT 9. FEHEA
No Hong Kong profits tax has been provided as the Group had HRAEERMEFEHEEESEET
no estimated assessable profits arising in or derived from Hong Al ET ER B A - S M BB RS
Kong for both years. EL R -
2012 2011
HK$'000 HK$'000
—%--% 2%
FET FHET
Current tax — the PRC EHEE —
— Current year —AREE 9,943 221
Deferred tax — the PRC EETIE—F
— Current year (note 32) —AEE (H5E32) (93,203) (2,102)
Income tax credit FTEBiEt A (83,260) (1,881)
Reconciliation between income tax credit and the accounting RERBREAE BN ARG ES
loss at applicable tax rates: ZEERIAT
2012 2011
HK$'000 HK$'000
—E-CF —T——F
FET FHET
Loss before income tax B P15 156 Al s 18
Continuing operations HELEED (416,889) (65,814)
Discontinued operations RIS = (1,457)
(416,889) (67,271)
Tax at the applicable rates to loss in HRFEHB R AR
the tax jurisdictions concerned EELEANEAE WA (103,480) (15,466)
Tax effect of non-taxable income ERMBA Z B E (7.850) (12,442)
Tax effect of non-deductible expenses NA MBI 2 G2 28,070 26,087
Tax effect of unrecognised temporary REREHEE BB E
differences = (60)
Income tax credit FTEBist A (83,260) (1,881)
Shanxi Zhong Kai Group Lingshi Heat and Power Company WY EEERREERAA ([LFAEF
Limited (“Shanxi Zhong Kai Group Lingshi”) and branches of ﬂ%ﬁﬁj)&qjliﬁﬁmﬁhﬁﬁ@@
China Era Energy Power Investment Limited (“China Era”) in A ([FEFER]ARFPEIEREER D
Beijing and Jilin, the PRC are subject to PRC enterprise income NAIRFFEEIKL25% (ZE——F:25%)
tax at the tax rate of 25% (2011: 25%) for the year. RN BTSSR -
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For the year ended 31 December 2012 HE—Z——F+_A=+—HBILFE

10. DIVIDENDS 10. BE
The Board did not recommend any payment of dividends during FRN EFEEBFTIRERNEARE(ZT
the year (2011: Nil). ——F )

11. DISCONTINUED OPERATIONS 11. BRIEREEK
As mentioned in note 1, trading of carpet business was MM REBEREBEE T ——F
presented as discontinued operations in accordance with HKFRS TZA=T-BLFERBEEBVHRS
5 for the year ended 31 December 2011. HRAESE MM EEREEBZ2N ABEKIE

ExD-

An analysis of the results and cash flows of discontinued FIREBEEZT——F+ZA=+—HL
operations included in the consolidated income statement and FEGAEaRIGEHENERZER
the consolidated statement of cash flows for the year ended 31 IS EB o EBERBERAOTBAT -

December 2011 was as follows:

2011

—F——%

Trading of

Carpet Business

HK$'000

L E B

FHET

Revenue g -

Expenses X (1,457)

Loss before income tax FRiSHiAIE 18 (1,457)

Income tax expense FrsfiM X -
Loss for the year from discontinued operations and AEE D& IFEEEB N

attributable to the owners of the Company KRAEEB AL EE (1,457)

Operating cash outflows KER SR (311)

Net cash outflows RemL F8 (311)
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For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

12. LOSS ATTRIBUTABLE TO THE OWNERS OF 12. AQBEBAEMLER
THE COMPANY

Of the consolidated loss attributable to the owners of the AN BB AFEIL4RE E518332,719,000
Company of HK$332,719,000 (2011: HK$61,750,000), a loss of BT (ZE——%:61,750,000% 7T)
HK$17,356,000 (2011: HK$18,630,000) has been dealt with in A 2017,356,0008 T (=8 — —F
the financial statements of the Company. 18,630,000/ 70) 7 BB B A A R & B 15
R RIE
13. LOSS PER SHARE 13. BRE R
The calculations of basic and diluted loss per share attributable AKAEBEBEABEERERREEBETD
to the owners of the Company are based on the following data: BB A T IR &
2012 2011
HK$’000 HK$'000
—e--% —r——%
FET FHET
Loss for the year attributable to the AUETEEREREE ZARQA
owners of the Company HEABGAFEEE
for the purpose of basic loss per share (332,719) (61,750)
Loss for the year attributable to the REFRRAIER ARED &I
owners of the Company KB ERE
from discontinued operations - (1,457)
Loss for the year attributable to the AU ERBELEXBERERR
owners of the Company for the BEBBIAFERARTEEA
purpose of basic and diluted loss per FE1HE 1R
share from continuing operations (332,719) (60,293)
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For the year ended 31 December 2012 HE—ZT——F+_A=+—HILFE

13.

LOSS PER SHARE (continued)

13. EREE @)

2012 2011
—g--% —z——%
‘000 ‘000
8 Fig
Number of shares RO B
Weighted average number of ordinary BUAHESRERAREEBIEZ
shares for the purpose of basic and LB T A8
diluted loss per share 26,659,168 20,055,353
From continuing and discontinued REFERCRLEREER:

operations:

The calculation of basic loss per share from continuing and
discontinued operations is based on the loss attributable
to the owners of the Company of HK$332,719,000 (2011:
HK$61,750,000) and the weighted average number of ordinary
shares of 26,659,168,000 (2011: 20,055,353,000) in issue
during the year.

No diluted loss per share from continuing and discontinued
operations attributable to the owners of the Company is
presented for the years ended 31 December 2011 and 2012 as
there were no dilutive potential shares.

The denominators and numerators used are the same as those
details above for both basic and diluted loss per share.

From continuing operations:

The calculation of basic loss per share from continuing
operations is based on the loss attributable to the owners of
the Company of HK$332,719,000 (2011: HK$60,293,000)
and the weighted average number of ordinary shares of
26,659,168,000 (2011: 20,055,353,000) in issue during the
year.

No diluted loss per share from continuing operations
attributable to the owners of the Company is presented for the
years ended 31 December 2011 and 2012 as there were no
dilutive potential shares.

The denominators and numerators used are the same as those
details above for both basic and diluted loss per share.
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For the year ended 31 December 2012 HHE T ——F+—_A=+T—HILFE

13.

14.

LOSS PER SHARE (continued) 13. BREE &)
From discontinued operations: RECKRIEREEK:
For the year ended 31 December 2012, there was no basic HE-Z——F+-A=+—HLFE"
loss per share from discontinued operations attributable to the WEARNREAABLHERIELEELZ
owners of the Company. FREREE-
For the year ended 31 December 2011, the calculation of BHE_T——F+_A=+—BIL*F
basic loss per share from discontinued operations was based EERISEEBERERNERBIRE
on the loss attributable to the owners of the Company of BANGHEB AE(LEE,457,0008
HK$1,457,000 and the weighted average number of ordinary TRZFRNDETLTBRME T EH
shares of 20,055,353,000 in issue for that year. 20,055,353,000/% 51 & °
No diluted loss per share from discontinued operations HRTELETEETE KRG WEE
attributable to the owners of the Company is presented for the —E—ER-FE-_F+-A=+—H
years ended 31 December 2011 and 2012 as there were no IFFEWEZIARAEE ABLDKIE
dilutive potential shares. MEXBEREEREE-
EMPLOYEE BENEFIT EXPENSE (INCLUDING 14. EERAMEX (BEEEMH
DIRECTORS’ EMOLUMENTS) %)
2012 2011
HK$'000 HK$'000
—E——F —ET——fF
FET FHET
Continuing operations HREKEEK:
Wages, salaries and allowances TE %4 Moz 24,388 23,924
Pension costs — defined contribution RRE KA —EBEFORIKET S
retirement plans 1,153 1,112
25,541 25,036
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For the year ended 31 December 2012 HE—ZT——F+_A=+—HILFE

15. DIRECTORS’ REMUNERATION AND FIVE 15. EERIANKEFHALHE
HIGHEST PAID INDIVIDUALS

(a) Directors’ emoluments (a) EEME

Notes

Wi s

2012 —E-CZF
Executive directors HITEE
Mr. Chan Kwok Wing PREISE 5
Mr. Wang Donghai ITRERE
Mr. Luo Nianru EomkE
Ms. Wang Meiyan B3 (R
Mr. Yang Guangming BHALEE
Mr. Law Fei Shing BB LA (i)
Independent non- BUFHTES

executive directors
Mr. Wang Jinghua IHERLE
Mr. Choi Chi Fai BEELE
Mr. Sun Tak Keung FEREE (i)
Mr. Chan Wai Cheung BREBLE

Admiral (ii)
Notes: P -
(i) Resigned on 1 January 2012. (i) R-_ZT——F—HF—HET-
(ii) Appointed on 30 March 2012. (ii) R-ZTE——F=-ZA=+HEZ

£
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For the year ended 31 December 2012 HHE T ——F+—_A=+T—HILFE

15. DIRECTORS’ REMUNERATION AND FIVE 15. EERAVBSHFHMALHE
HIGHEST PAID INDIVIDUALS (Continued) (#&)
(a) Directors’ emoluments (Continued) (a) EE=ME (@)
Salaries, Contribution
allowances and to retirement
Fees benefits in kind benefit scheme Total
Note HK$'000 HK$'000 HK$'000 HK$'000
e 2K RIRER
e EMET FHEIER a5t
Wi s FET FHET FEL FiET
2011 —EB——F
Executive directors BITES
Mr. Chan Kwok Wing BREI& & - - - -
Mr. Wang Donghai ITRERE - - - -
Mr. Luo Nianru BomMEE (i) - - - -
Ms. Wang Meiyan FxR%L (ii) - 672 - 672
Mr. Yang Guangming BRBAEE (ii) - - - -
Mr. Law Fei Shing BIBW A (iii) - 2,337 12 2,349
Mr. Chan Sung Wai BREELE (iv) - - - -
Independent non- BYEHTES
executive directors
Mr. Wang Jinghua FTiELE (v) 18 - - 18
Mr. Choi Chi Fai BEELAE v) 30 - = 30
Mr. Lum Pak Sum HRAREE (vi) 30 - - 30
Mr. Sun Tak Keung F@ALE (iii) 30 - - 30
Mr. Chow Pui Fung FEExE (vi) - - - -
108 3,009 12 3,129
Notes: P E -
(i) Appointed on 7 November 2011. (i) RZE——F+—AtBEZ
£
(ii) Appointed on 25 January 2011. (i) RZZT———FA=+hBE
ZEe
(iii) Resigned on 1 January 2012. (iii) R-ZE——F—A—HEE-
(iv) Resigned on 12 April 2011. (iv) RZE——FOA+_HE
£
(v) Appointed on 1 July 2011. (v) RZTE——FtHA—RAEZL
o
(vi) Resigned on 1 July 2011, (vi) R-ZE——F A —HEHT-
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For the year ended 31 December 2012 HE—Z——F+_A=+—HBILFE

15. DIRECTORS’ REMUNERATION AND FIVE 15.

HIGHEST PAID INDIVIDUALS (continued)
(a) Directors’ emoluments (Continued)

During the year, no emoluments were paid by the Group
to the directors of the Company as an inducement to
join or upon joining the Group, or as compensation for
loss of office (2011: Nil).

There were no arrangements under which a director
of the Company waived or agreed to waive any
remuneration during the year (2011: Nil).

(b) Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group during the year included 1 (2011:
2) director(s) and their emoluments are included in
the above analysis. Details of the emoluments of the

EERAVESHFHALHE

(#&)

(a)

(b)

EEME (&)

FR AEELBAARBDEES
MERME  (FRMAREELR
MEEEZ BN RBERME (=
F——F:8)-

FR XEECAARRESRER
REREEAME L (ZF
——F )

TfusEHFEMAL

FA-AEEBLUESFHALE
B (ZF——F Mu)ESE"
FeMeFBEL2ELXDT-F
AT (ZFE——F:=1f1)

remaining 4 (2011: 3) individuals during the year are as AT ZHE&FBERT
follows:
2012 2011
HK$’000 HK$'000
—E——F —F——F
F#ET FAET
Basic salaries, housing benefits, — EX¥ & FEEEE-
other allowances and benefits HEMZAI R EYF =
in kind 1,880 1,661
Pension costs — defined RIS —ERBEHK
contribution retirement RRAEF T
benefit plans 47 30
1,927 1,691

Number of the remaining highest paid individuals whose
emoluments fell within the following band is as follows:

&N T A TEHEZ 8T 5= 5B
ATHEBEWT:

2012 2011
—E——fF —T——F
Nil to HK$1,000,000 Z 21,000,000/ 7T 4 3

During the year, no emoluments were paid by the Group
to the above highest paid individuals as an inducement
to join or upon joining the Group, or as compensation
for loss of office (2011: Nil).
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For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

) ==
16. PROPERTY, PLANT AND EQUIPMENT - 16. Y% BERRE-FEERK
GROUP AND COMPANY /NN
(a) Group (a) AKH
Leasehold
improvements,
furniture, office
il Plantand  equipment and
Buildings properties machinery  motor vehicles ap Total
HK$'000 HK$'000 HK$'000 HKS'000 HKS'000 HK$'000
HENE
£ HR -
g3 HREE BEREE BHORERAE ERIR @t
TR FER FER FER TR FER
At 1 January 2011 R-Z-——%-A—H
Cost KA 121,944 99,981 261,409 21,492 16,251 521,077
Accumulated depreciation ZiE (1,748) - (7,792) (1,077) - (10,617)
Net book amount LEFE 120,196 99,981 253,617 20,415 16,251 510,460
Year ended HEZZ——51ZR
31 December 2011 =t+-BIEEE
Opening net book amount ENREEE 120,196 99,981 253,617 20,415 16,251 510,460
Additions AE 966 - 1,021 5,450 116,445 123,882
Transfer from CIP BEAERIE - 114,545 - - (114,545) -
Disposals HE - - - (771) - (m
Exchange differences ERER 3,952 5339 8,084 745 622 18,742
Depreciation ik (4,270) (16,190) (23311) (3,885) - (47,656)
Closing net book amount FREAFE 120,844 203,675 239,411 21,954 18,773 604,657
At 31 December 2011 RZB——F
+=zA=1-H
Cost A 126,990 220,135 271,162 26,514 18,773 663,574
Accumulated depreciation ZiHE (6,146) (16,460) (31,751) (4,560) - (58,917)
Net book amount REFE 120,844 203,675 239,411 21,954 18,773 604,657
Year ended HE-Z--F+-R
31 December 2012 =+-ALEE
Opening net book amount FOEAFE 120,844 203,675 239,411 21,954 18,773 604,657
Additions RE 389 - 1,259 1,975 99,513 103,136
Transfer from CIP BEAERIR - 101,496 - - (101,496) -
Disposals HE (578) - (76) (471) - (1,125)
Exchange differences EXZEE 953 2,323 1,776 155 139 5,346
Depreciation ik (4,356) (21,722) (23,870) (4,308) - (54,256)
Impairment loss (note 8) HEEE (M) - (44,464) - (2,838) (1,637) (48,939)
Closing net book amount FREAFE 117,252 241,308 218,500 16,467 15,292 608,819
At 31 December 2012 R-B-ZF
TZR=t1-8
Cost KA 134,188 332,331 304,646 31,703 16,929 819,797
Accumulated depreciation and 2T EREE
impairment (16,936) (91,023) (86,146) (15,236) (1,637) (210,978)
Net book amount REFE 117,252 241,308 218,500 16,467 15,292 608,819
Buildings are located on the prepaid land lease BFUAFE BN T HHEERIE
payments in the PRC (note 17). (BFEE17) o
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16. PROPERTY, PLANT AND EQUIPMENT - 16. V¥ BERRE-—TEBEKR
GROUP AND COMPANY (continued) PN RS )
(@) Group (Continued) (a) A&EH(#)
For the year ended 31 December 2012, provision for Hez—_Z2——#+=-A=+—H

impairment loss of oil properties, furniture and office
equipment and CIP relating to the oil production CGU of
HK$44,464,000 (2011: HK$Nil), HK$2,838,000 (2011:
HKS$Nil) and HK$1,637,000 (2011: HK$Nil), respectively,
were recognised in profit or loss to write down to
their recoverable amounts due to the decrease in the
projected oil price, adjustments to the production costs
and amendment to the drilling and extraction schedules,
totalling HK$48,939,000 (2011: HK$Nil) (note 20(iii)).

HFEE EHRERBRSELAEMN
MY E - RRERBEAKRE UK
W BB R REH R EEERE
2 Bl A44,464,00088 0 (T ——
FZTBH ) ~2,838,0008 7 (=
T——&F  ZHIr) &1,637,000%
T (ZE——F %) JHNiE
HHERAMBEABHHETK Y
HEEKAZ BERETERNFA
HEBRELENATKRESEA R
48,939,000 L (ZE——F | &
o) (BFEE20(i) ) o

(b) Company (b) &2 FH
Office equipment
HK$"000
WORE
FERT
At 1 January 2011 RZE——F—H—H
Cost (DN 451
Accumulated depreciation 2 E (444)
Net book amount BREFE 7
Year ended 31 December 2011 HE-T——F+-A=1+—RHILFE
Opening net book amount FYRERE 7
Additions mE 3
Depreciation e (4)
Closing net book amount FHREEFE 6
At 31 December 2011 R-TE——F+-_HA=+—H
Cost BN 454
Accumulated depreciation REHInE (448)
Net book amount BREFE 6
Year ended 31 December 2012 BE-_Z——F+-A=+—HLEE
Opening net book amount FHREFE 6
Additions NE 13
Depreciation e (4)
Closing net book amount FRAEREFE 15
At 31 December 2012 R=ZTB-—=%+=ZA=+—8H
Cost B 467
Accumulated depreciation REtinE (452)
Net book amount IREFE 15
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17.

18.

PREPAID LAND LEASE PAYMENTS

- GROUP

These represented the Group’s interests in leasehold land
and land use rights in the PRC, held without a specific term.
Changes to the carrying amounts presented in the consolidated

17.

ANt HEERE-FEE

ZEFARRAEERTERA 2 EEE
HBAzHEET R T E ARz R - R
FEMBHARREN ZREEZS MM

statement of financial position are summarised as follows: ™~
2012 2011
HK$’000 HK$'000
—E——fF —T——%F
FExT FET
Opening net carrying amount FHREFE 29,876 29,569
Exchange differences FE N =5 239 975

Amortisation charges during RNEZHIEEBR (7E8)

the year (note 8) (679) (668)
Closing net carrying amount FREEFE 29,436 29,876

INTERESTS IN SUBSIDIARIES - COMPANY

18. RHIBAR 2R —A QT

2012 2011
Notes HK$’000 HK$'000
—E-C=F —T——F
ihg=2 FHT FHET

Investments "E
— Unlisted shares, at cost —JEETRG  EAAE (a) = -
Amounts due from subsidiaries A= NEIE =] (b) 2,656,259 2,654,493
2,656,259 2,654,493
Provision for impairment loss A 1R B (1,064,614) (1,054,404)
1,591,645 1,600,089
Amounts due to a subsidiary FEAT — T /B QB 518 () (26,929) (23,696)
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For the year ended 31 December 2012 HE—Z——F+_A=+—HBILFE

18. INTERESTS IN SUBSIDIARIES — COMPANY 18. RME AR ZEZ—A AT

(Continued) (#&)
Movement in the provision for impairment of interests in RBAT z = RERELEDT
subsidiaries is as follows:
2012 2011
HK$°000 HK$'000
—E-—fF —E——F
FET FET
At 1 January Hn—A—H 1,054,404 1,047,365
Impairment during the year FANEINRE 10,210 7,039
At 31 December R+-ZA=+—H 1,064,614 1,054,404
Notes: B s -
(a) Particulars of the principal subsidiaries are as follows: (a) TEWBARIGFBOT:
(i) Particulars of the principal subsidiaries as at 31 (i) RZE—=—F+=ZHA=+—H
December 2012 are as follows: ZEEMBARZFHBOT:
Place of Percentage of Principal
incorporation/ Paid-up share/ equity attributable activities and
Name establishment registered capital to the Company place of operation
HEMMRL, A NG) 2]
DNEEB BT it B BARE ZHER BRAEBDL TEEBREE B
Directly held
HERE
Smooth Way International British Virgin Ordinary United States 100% Investment holding,
Limited Islands (“BVI") dollars ("US$")1 Hong Kong
JIE i B % 5 PR 2 ] REERZES T@RIET 100% REEG BB
Cheerful Dragon Limited BVI Ordinary US$1 100% Investment holding,
Hong Kong
REBR AT EBELES LT@RIET 100% REEZKR BE
Precious New Limited BVI Ordinary US$1 100% Investment holding,
Hong Kong
EEARAA RERLBS LERIET 100% REER &
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For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

18. INTERESTS IN SUBSIDIARIES — COMPANY 18. RBARIz2EE—A QT

(Continued) (%)
Notes: (Continued) MsE: (4&)
(a) Particulars of the principal subsidiaries are as follows: (a) TEWBARFBUWT: (£)
(Continued)
(i) Particulars of the principal subsidiaries as at 31 (i) R-_ZE——F+_-_A=+—8
December 2012 are as follows: (Continued) ZEEWBARZFHBET
(#%)
Place of Percentage of Principal
incorporation/ Paid-up share/ equity attributable activities and
Name establishment registered capital to the Company place of operation
AR, AN R A
DRAER B3I 3t B BARE EMEX BRABAH TEEBREEHE
Indirectly held
BEsE
Energy Investments Hong Kong Ordinary HK$1 100% Investment holding,
(Hong Kong) Limited Hong Kong
BERIRE (BR)BERAA BB TEk1ET 100% REEKR BB
Treasure Tone Limited Hong Kong Ordinary HK$1 100% Investment holding,
Hong Kong
EWBAERAR BE TER1ET 100% REZR B
Kanson Development Limited BVI Ordinary US$200 100% Investment holding,
("Kanson") Hong Kong
Kanson Development Limited RERLES EE200% T 100% BEER  BE
(TKanson J)
Hong Kong Forest Source Hong Kong Ordinary 100% Investment holding,
Mining Industry Holding HK$70,000,000 Hong Kong
Company Limited
BEERRBELRERAAE BE Emik 100% REER BB
70,000,000% 7T
Sunlight Rise Limited BVI Ordinary US$2 100% Investment holding,
("Sunlight Rise") Hong Kong
ABERAR ([FE]) RERLES Tmik2ET 100% REZR B
Pride Treasure Limited Hong Kong Ordinary HK$10,000 100% Investment holding,
Hong Kong
HABBE DT 5 L 3&0%10,00075 T 100% RERR &E
Ontop Finance Limited Hong Kong Ordinary HK$1 100% Investment holding,
Hong Kong
LEBERRRA i LERIVET 100% RARE BB
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For the year ended 31 December 2012 HE—Z——F+_A=+—HBILFE

18. INTERESTS IN SUBSIDIARIES — COMPANY

(Continued)

Notes: (Continued)

(@) Particulars of the principal subsidiaries are as follows:
(Continued)
(i) Particulars of the principal subsidiaries as at 31

December 2012 are as follows: (Continued)

Place of

incorporation/ Paid-up share/

(#&)

MisE: (&)

18. RMIBARAZHEE-ARQH

(a) TEMBARGBENOT: (&)

() pr—_

—=#+t-A=+—H

ZEBMBRABZHBHOT:

(%)

Percentage of
equity attributable

Principal
activities and

Name establishment registered capital to the Company place of operation
EMRL, AN AL

DNEER PR 3L 3t B BBRE EMEX BRAB 2 TEEBREEHE

Indirectly held (Continued)

MERE (&)

Shanxi Zhong Kai Group PRC Renminbi (“RMB") 60% Supply of electricity and
Lingshi Heat and Power 185,000,000 heat, the PRC
Company Limited

LATHEREARE HE AR 60% REHE - HE
BRRA 185,000,0007T

China International BVI Ordinary US$2 100% Investment holding,
Energy Investments (Hong Hong Kong
Kong) Limited ("China
International Energy”)

FEERRREE (%) RERLZES T@lR2ET 100% REZR BE
BRAR
(T ERREER])

China International Hong Kong Ordinary HK$1 100% Investment holding,
Energy Investments (Hong Hong Kong
Kong) Limited

HREREREE (%) 0 LRERIET 100% REZK BE
BRAR

China Era Energy Power Hong Kong Ordinary HK$10 100% Oil production, the PRC
Investment Limited
("China Era")

FREEREREEBR Bt LER10E T 100% AREE HE
RA([HEFR])

The financial statements of the subsidiaries for the year
ended 31 December 2012 have been examined by BDO
Limited for the purpose of the Group’s consolidated

HREREAEBERES M BERE
HE-ZT——-F+-A=+—
A FERME AR MBS HRE
KEBILEERETRERH

financial statements.

BERABFEX-
* Established in the PRC as a sino-foreign equity * NP EKSFINEE
enterprise. e
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18. INTERESTS IN SUBSIDIARIES — COMPANY 18. RBARIz2EE—A QT

(Continued) (%)

Notes: (Continued) MsE: (4&)

(a) Particulars of the principal subsidiaries are as follows: (a) FTEMBAG BN (4&)
(Continued)

(i) Particulars of the principal subsidiaries as at 31 (i) RZE—=ZF+=ZA=+—H
December 2012 are as follows: (Continued) ZEEWBARZFHBET
(%)
The above tables list the subsidiaries of the Company ERBIARAEZTRBERAE
which, in the opinion of the directors of the Company, FEHAEBEEASEAY
principally affected the results for the year or formed a EYEAKRBRABHBEEZF
substantial portion of the net assets of the Group. To BEZARBIZHB AR AR
give details of other subsidiaries would, in the opinion REERA BEEMMER
of the directors of the Company, result in particulars of RIZHBERBRITRK-
excessive length.
None of the subsidiaries had any debt securities FFENBABIRFEABRFEFR
subsisting at the end of the year or at any time during ] 5 P A AT (A B TS E 5 »
the year.
(ii) Particulars of the principal subsidiaries de-consolidated (ii) BT -EFRIEHEE AR
since 2010 are as follows: ZEEMBARGRENT:
Place of Percentage of Principal
incorporation/ Paid-up share/ equity attributable activities and
Name establishment registered capital to the Company place of operation
FEMRIL AATEMN
AR EE FRSL it B BHARAE FMER RAB DL TEXEBRSE I
Indirectly held
BESE
QHFSMI PRC HK$40,000,000 100% Exploration of mine,
(notes 3(a)(ii) and (iii)) the PRC
FERIR HE 40,000,000/ 7T 100% BEHE P
(PR #E3(a) i) K Giii) )
IMFSMI PRC Not yet paid up 100% Not yet commenced
(notes 3(a)(ii) and (iii)) business
NE & RR HE ) AR LR 100% RN
(PR 3E3(a) i) K Giii) )

(b) These amounts are unsecured, interest-free and are not (b) ZEFBREER 2B RBHEBAR
expected to be repaid within the next twelve months. These RERTZEARNEE Bt ZEHEH
balances are classified as non-current assets accordingly. DHERIERBEE-

(c) Amounts due to a subsidiary are unsecured, interest-free and () R —HERBARFEAEEIF &8
are repayable after one year. R —FEER-
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19. GOODWILL - GROUP 19. BE-FXKH

2012 2011
HKS$"000 HK$'000
—BE——fF —E—F
FER FET
At 1 January n—HA—H

Gross carrying amount IREBE 323,366 323,366
Accumulated impairment ZEHRE (113,738) (49,064)
Net carrying amount BREFE 209,628 274,302
Opening net carrying amount FREFE 209,628 274,302
Impairment losses (note 8) WA EE (HFEs) (68,385) (64,674)
Closing net carrying amount FREmFE 141,243 209,628

At 31 December R+ZA=+—H
Gross carrying amount REAE 323,366 323,366
Accumulated impairment Z2:HRE (182,123) (113,738)
Net carrying amount REFEE 141,243 209,628

For the purpose of impairment testing, goodwill is allocated to

SBEANRMS BESIEEANTREE

the CGUs identified as follows: BRI
2012 2011
HK$000 HK$'000
—E——F —E——F
FET FET
Supply of electricity and heat business HEMHEXE 209,628 274,302
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19.

GOODWILL - GROUP (continued)

Goodwill as at 31 December 2011 and 2012 arose from the
acquisition of Sunlight Rise which holds 100% equity interest
in both Pride Treasure Limited and Ontop Finance Limited
and 60% equity interest in Shanxi Zhong Kai Group Lingshi
(the “Sunlight Group”) in 2010. The recoverable amount
for this CGU of which the goodwill being allocated was
determined based on value-in-use calculations, performed by
an independent firm of professional valuers, LCH (Asia-Pacific)
Surveyors Limited (“LCH"), covering a detailed 5-year budget
plan followed by an extrapolation of expected cash flows at the
growth rate stated below. The growth rate reflects the long-
term average growth rate for the product line of the CGU.

The key assumptions used for value-in-use calculations are as
follows:

19. BE-X&EH (&)

WN_E——F R T —F+-F=+—
AvAEELsa T SFREAE"
HEPEEHEHVAERARARRERSE
BRARZ2HMR AR URFAILA
POl EETEA 260% K AER ([FEE
) ZBESELEN (EPADEEE)
Z AT B 5 RE B L B R EAD TR BE AT
BEMBARAR ([FEET])IZRBERAE
BitE BREFEZAFHEES BEE
BT EREEEHBERE 18
EERMBcEABUZEERREHTY
BRE-

AR HEREEZ TERRMT

2012 2011

—E——fF —T——F

Discount rate P = 15.88% 17.66%
Growth rate 18R & 3.24% 3.12%

The key assumptions also include stable profit margins, which
have been determined based on past performance, and
management’s expectations for market share, after taking
into consideration published market forecast and research.
The weighted average growth rate used is consistent with the
forecasts included in industry reports. The discount rate used is
pre-tax and reflect specific risks relating to this CGU.

For the year ended 31 December 2012, provision for
impairment loss of HK$68,385,000 (2011: HK$64,674,000)
was recognised in profit or loss to write down to its recoverable
amounts in light of persistent low profitability for this CGU.

Management of the Company is not aware of any other
probable changes that would necessitate changes in its key
estimates which will result in the carrying amount of goodwill
exceeding its recoverable amount.

FERRNEBERENFE R mAEE
DREEERR MEEBEF RE MMM
B RAREE DS OREL 2 BHE
FEeFTE MM TR EREITEREN
PREVTEOR — B PR TR K TIRRBEAT - I
SRR B LR A A BB R B 2 R E LR o

HE—_Z——F+-_A=+—HLEFE"
LR B BB E I 2 # #%68,385,0007% T
—T——14:64,674,000870) ERIEEF
RER LR ZETKESE  BAlt
REeEABMNHATIGENFERNR-

ARBEBBL THAEEMNSERETE
At IR B 2 E LM AL E ) TE
BEZEEESRETKRESHE-
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20.

INTANGIBLE ASSETS - GROUP 200 BEEE-XKH
Exploration
and Interests in
evaluation Customers’ oil production
assets contracts  sharing contract Total
HK$'000 HK$'000 HK$'000 HK$"000
(note (i) (note (ii)) (note (iii))
BARR EREBRE
TEEE EFAH BN ER @it
FER THER TER THER
(FH5EG)) (B aE (i) (Bt s i) )
At 1 January 2011 —fT——%—RF—H 5,133 18,829 2,104,000 2,127,962
Amortisation for the year (note 8) AEZHH (MEs) (42) (16,459) (15,780) (32,281)
Exchange difference [ Z%E 189 973 - 1,162
At 31 December 2011 and RZE——F+=-A=+—-8RK
1 January 2012 —E2-——%—H—H 5,280 3,343 2,088,220 2,096,843
Amortisation for the year (note 8) AEZEE (HES) (56) (3,343) (20,408) (23,807)
Impairment loss (note 8) HEERE (FE8) (822) - (322,545) (323,367)
Exchange difference R ERE 43 - - 43
At 31 December 2012 RZZ--—fF+=-A=+-H 4,445 - 1,745,267 1,749,712
Notes: FsE

(i)

(iii)

These are mainly classified from exploration and evaluation
assets arising from the Oil Production segment when the
technical feasibility and commercial viability of extracting the
oil resource had been determined and that the commercial
production commences are recognised initially at cost.

Customers’ contracts acquired from the business combination
are recognised at fair value on business combination and are
charged to profit or loss when customers’ contracts complete.

Interests in oil production sharing contract acquired from
the business combination are recognised at fair value on
business combination and are charged to profit or loss on unit
of production method. Details of the oil production sharing
contract are set out in note 36.
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20. INTANGIBLE ASSETS — GROUP (continued)

Notes: (Continued)

(iii)

(Continued)

For the purpose of impairment testing, the recoverable
amount of the property, plant and equipment, exploration and
evaluation assets and interests in oil production sharing contract
relating to the oil production operations in the Songliao Basin,
Jinlin, the PRC (the CGU) was determined based on value-in-use
calculations, covering a detailed 5-year budget plan followed
by an extrapolation of expected cash flows at the growth
rate stated below. The growth rate reflects the long-term
average growth rate for the oil production segment. In order to
determine the recoverable amount of the oil production CGU,
the management made reference to the valuation report, issued
by LCH, on the Group's oil production sharing contract together
with other variables and assumptions related to the operations.

The key assumptions used for discounted cash flow calculations
are as follows:

BIEEE-—ASEH (@)

GEE

(iii)

(%)

(#)

RERNSATS AP EEMRE
BWNEBREE CREELZEM)ZY
X BERREB BREFEEERE
HMEBRAZRN 2 ERZ FJIRE SRR
REMBEFE BHFAZAFRE
B BERIZ T XA S R R ETRHR
ERE-EERERBRERD A ZEBF
BREX - RETERRSELEML
EeE BRES2ENBRITMAE
IéﬁiﬁA;uﬁ@HEMﬁﬁiﬁ
B RBRR BIT2HERS

MEREREFENTERILOT :

2012 2011

—E-——F —T——F

Discount rate IR % 20.68% 25.30%
Growth rate R & 3.24% 3.12%

The key assumptions also include budgeted gross margin based
on past performance, estimated crude oil reserve of technical
report and management expectations of market development.
The weighted average growth rate used is consistent with the
forecasts included in industry reports. The discount rate used
is pre-tax and reflect specific risks relating to this intangible
assets.

A total impairment loss of HK$372,306,000 (2011: HK$Nil) was
being identified for the oil production CGU. The impairment
loss is charged pro rata to the assets in the CGU related
to the oil production. For the year ended 31 December
2012, impairment loss in respect of the property, plant and
equipment, exploration and evaluation assets and interest in oil
production sharing contract of HK$48,939,000 (2011: HK$Nil)
(note 16(a)), HK$822,000 (2011: HK$Nil) and HK$322,545,000
(2011: HKS$NIl), respectively, were recognised as expense in
profit or loss immediately for the amounts by which the assets’
carrying amounts exceed their recoverable amounts.

The reason for the impairment loss in oil production is mainly
due to the decrease in the projected oil price, adjustments
to the production costs and amendments to the drilling and
extraction schedules.
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21. INVENTORIES - GROUP 21.
As at 31 December 2012 and 2011, all inventories are raw
materials.

22. TRADE RECEIVABLES - GROUP 22.

The Group normally allows trading credit terms ranging from
30 to 120 days, (2011: 30 to 120 days) to its established
customers. Each customer has a maximum credit limit. Trade
debtors with balances aged over 120 days are required to settle
all outstanding balances before any further credit is granted.
Trade receivables are non-interest bearing.

Ageing analysis of trade receivables, based on the invoice date,

FE-AEHE

B -FrEEEHREME -

BUEZRE-FEE

REB-—MATEELHARZEF30E
1200BZESZEEH (ZE——F 3082
1208) - HEAREFRBEELR -FRiKA
1208 L2 BN E SIRB 4 BRER
TME—FEEINEENMBREEEH-
FEWE SREBEL TETE -

EWE ZRBEREBER AR Z KK DN

is as follows: T
2012 2011
HK$'000 HK$'000
—E——fF —F——F
FERT FET
1 - 90 days 1290H 51,912 31,326
91 — 120 days 912120H 632 -
121 - 365 days 121%2365H 20 -
52,564 31,326

At 31 December 2012 and 2011, there were no trade
receivables that were individually determined to be impaired.
The Group did not hold any collateral over these balances.
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22.

23.

TRADE RECEIVABLES — GROUP (continued)

Ageing analysis of trade receivables that are past due but not
impaired is as follows:

22.

EREZRE-AEE (@)

EEBERBREZEWE SRR RED
T

2012 2011

HK$'000 HK$'000

—2—-fF —F—F

FExT FHET

1 - 60 days past due but not impaired BEI Z60H B I KB E 20 -

As at 31 December 2012, trade receivables of HK$52,544,000
(2011: HK$31,326,000) were neither past due nor impaired.
These related to different customers for whom there was no
recent history of default.

Trade receivables that were past due but not impaired related
to a customer that had a good track record of credit with the
Group. Based on past credit history, management believes that
no impairment allowance is necessary in respect of this balance
as there has not been a significant change in credit quality and
the balance is still considered to be fully recoverable. The Group
did not hold any collateral in respect of this balance.

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES - GROUP AND COMPANY

23.

M_Z—=—F+=-A=+—H" 52,544,000
BTRERESEB(ZF — —F:
31,326,000/% T ) I 4 80 B K2 R (B » ;2 S BR
BB BB Z R R AR -

EBRHERRRERKE S RE H—
REPAB -RBEPRARBEZBREEER
BRI -REBEEERE BNEEE
ZWEBASH AZBGEHDRRIERE
gukm - FEREARGE BARKERE
AHERERE AEBEYERZEEHRT
BIERERm -

BANRE - BERHEMRUK
H-AKERADF

Group Company
r&E®E YN
2012 2011 2012 2011
HK$'000 HK$'000 HK$'000 HK$'000
—E-CZF —T——F —E-ZF —T——F
FExT FET T FET
Prepayments FE IR 1,492 1,517 963 956
Deposits b 832 348 - -
Other receivables (note) HA WA () 42,932 36,117 = -
45,256 37,982 963 956
Note: B 5T

Included in other receivables of the Group as at 31 December 2012
were loan receivables of HK$40,959,000 (2011: HK$35,935,000)
due from the independent third parties. The loan receivables of
HK$13,161,000 (2011: HK$35,935,000) were unsecured, interest-
free and repayable on demand whilst another loan receivable of
HK$27,798,000 (2011: HK$Nil) was unsecured, interest-free and
repayable no later than 30 September 2013.

Other receivables that were neither past due nor impaired
related to creditworthy counterparties with good track records
of credit history.

R-ZE——F+-_A=+—H KAEFHEM
R BERERRBYIE = 2RKER
40,959,000/ 7T ( == — — 4 : 35,935,000/8
JT)  FEUE 13,161,000 T (T ——4:
35,935,000/ 7)) AEIER RS RAKRENRE
Em%—ERE 27,798,000/ T (- T ——
F DB ABEER SERARTER-Z
—=FhA=1tHEE-

REHSCRBERN E MBS RAEEER

WHFHEWR EBEARENEETEARL
e

HERERREZRERAA
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24. PLEDGED BANK DEPOSITS AND CASH 24.

AT BANKS AND IN HAND - GROUP AND
COMPANY

Pledged bank deposits earn interest of 0.35% to 0.50% (2011:
0.35% to 0.50%) per annum. Cash at bank earns interest at
the floating rates based on the daily bank deposits rates.

As at 31 December 2012, included in the pledged bank
deposits and cash and bank balances of the Group were
approximately HK$64,270,000 (2011: HK$68,987,000) of bank
balances denominated in RMB placed with the banks in the
PRC.

RMB is not freely convertible into foreign currencies. Under the
PRC's Foreign Exchange Control Regulations and Administration
of Settlement and Sales and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for
foreign currencies through banks that are authorised to conduct
foreign exchange business.

25. TRADE PAYABLES - GROUP 25.

Trade payables are non-interest-bearing and are normally
settled on 60-day (2011: 60-day) terms.

Ageing analysis of trade payables, based on the invoice date, is

BEMRTERURRTES
REERS - AEMRAAT

BIKIFIRTTFRIZEFFE0.35%E0.50%
(ZE——%:0.35%%0.50% )it 2 -}
TREFREEBETFERF KR ZEF X
B

R-_ZE——F+_A=+—H AEBED
HIFRITER LB RIRITEBBIERIT
48R4 564,270,000/ 7T (— T — — 4
68,987,000/ T) * AR IRITHEHIUAR
Mt E FREMR PR ZRIT-

ARB TR LB EING - BIEH M
GMNEZ RGO R (EE - SERRME

EBRE)  AEBERERBEREETI
EXERZRITHARBELIBBINE -

BNEZRE-F&EE

ENEZEEARBNBEN6R (T
——F:60H)NEH -

ENEZRBEREERZ AR Rk TN

as follows: N
2012 2011
HK$'000 HK$'000
—E——fF —ZT——F
FHET FHET
1 -90 days 1290H 15,084 6,436
91 - 120 days 912120H 318 474
121 - 365 days 121£365H 2,374 2,907
Over 1 year 156 LA 2,703 2,200
20,479 12,017
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26.

27.

OTHER PAYABLES AND ACCRUALS -
GROUP AND COMPANY

26.

Hit BN REREFRE-F
SERARE

Group Company
AEE KRR

2012 2011 2012 2011
HK$'000 HK$'000 HK$'000 HK$'000
—E-C-F -5 —E-CF —E-—F
Fi#x FHT T L
Other payables H{th & 5018 94,392 132,940 = 70
Accruals E&T 5RIB 30,917 14,290 2,039 852
125,309 147,230 2,039 922

Other payables as at 31 December 2012 are mainly
construction cost payables of HK$67,188,000 (2011:
HK$70,689,000) and deferred government grant of
HK$1,845,000 (2011: HK$16,634,000).

AMOUNTS DUE TO NON-CONTROLLING
SHAREHOLDER - GROUP

Amounts due to non-controlling shareholder of HK$4,074,000
as at 31 December 2011 was unsecured, interest-free and
repayable on demand.

Amounts due to non-controlling shareholder with a principal
of HK$5,188,000 (2011: HK$9,760,000) is unsecured, interest-
free and is due on 31 July 2014 (2011: 31 July 2013).

During the year ended 31 December 2012, imputed interest
amounting to HK$822,000 (note 7) was recognised in profit or
loss.

During the year ended 31 December 2011, gain on
extinguishment amounting to HK$1,751,000 was resulted upon
the change of terms of the loan. The amounts of HK$1,051,000
and HK$700,000 were credited to capital reserve and non-
controlling interests in equity, respectively, and imputed interest
amounting to HK$392,000 (note 7) was recognised in profit or
loss.

27.

R-ZE——F+_A=+—HBZ2EME
NFIEEE RENEEK 67,188,000
gL (=& ——%:70,689,000/8 70 ) KIEE
B T # 3%1,845,00008 T (=& — — £
16,634,000 7T ) °

B £ 2 R IR R B — A SR

R-ZB——F+_A=+—8"  EfFEE
A% A% 38 50 IE 4,074,000/ 7T & K - 5 8
MiREREE-

JE 1< 3E 458 A% A% 3R R IE 7R & #E 5,188,000/
7T (=—Z——% 9,760,000/ 7T ) & K
W aBER_E—NFLtA=+—HE
H(ZE——F T =FtA=+—
AH) -

HE-_Z——F+-_A=+—HLEFE"
HeE | 8822,000/ T (M ak7) VR B =
R

REBEE-_FT——F+_A=+—HL
FRE KU 2E1,751,0008 T AR E
A E B F - £ FH1,051,0008 7T &
700,000/ 7T 7 Al 5F A & A R =
RIFEIE IR 2 - MIEE F) 25392,0008 7T
(MF3E7) - RE=MER -
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27.

28.

AMOUNTS DUE TO NON-CONTROLLING 27. BHEFERRRRE-F£EH
SHAREHOLDER - GROUP (continued) (#&)
During the year ended 31 December 2012, the effective Bz -——-—F+-A=+—HBLHF
interest rate of amounts due to non-controlling shareholder B ENEERRERBEZERFNER
was 9.79% (2011: 9.79%) per annum. 9.79% (ZZE——%F :9.79% ) °
As at 31 December 2012, the Group has renegotiated the R_E——F+-_A=+—H KXEFD
terms of amount due with non-controlling shareholder. The B ENIEERERERIBGRR - EE
directors consider that such revision represents a modification RAE ZFBFTRERERREERKIE -
of the original amount due and accordingly, the effective A EREMNEZERMENE BELFAE-
interest rate has been adjusted at the date of modification.
BANK BORROWINGS - GROUP 28. RITENR-—FEH
2012 2011
HK$000 HK$'000
e S
FET FET
Due within one year —F R 2 H - 12,200

The carrying amounts of the bank borrowings were
denominated in RMB. Bank borrowings were charged at
floating interest rates ranging from 8.32% to 8.65% (2011:
8.64% to 8.97%) per annum and were secured by a related
company of one of the non-controlling shareholders of a
subsidiary. The balance has been fully settled in February 2012.
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29. OTHER BORROWINGS - GROUP

As at 31 December 2012 and 2011, all borrowings were
obtained from the independent third parties and are analysed

HAi &3 -

rEE

RB-—FR-B-——F+=A=1—
A FARREREBIE=S Hifm

as follows: T
2012 2011
HK$'000 HK$'000
—E-=F —T——%
FHT FHET
Repayable on demand or within one year 1ZZERKEEs—FREE
Loan A, unsecured (note (i)) BRA B (M) - 2,196
Loan B, unsecured (note (ii) BB - I (I REG)) 37,514 -
37,514 2,196
Repayable after 1 year but within 5 years —¢?§1E' hERNEE
Loan B, unsecured (note (ii)) kB EE I (K EEG)) = 36,464
Loans C and D, unsecured (note (iii)) f?KC&D AR P EE i) ) 44,213 42,692
Loan E, unsecured (note (iv)) B RE - A (HaEdy)) 3,444 3,107
Loan F, unsecured (note (iii)) BRF - | (M aEGi)) 1,047 1,220
Loan G, unsecured (note (v)) ERG BB (HHEWV)) - 5,252
Loans H, | and J, unsecured (note (iii)) BRH 1) S (B REG)) 30,351 24,917
Loan K, unsecured (note (vi)) fAf?KK IR (P EE(vi)) 17,701 -
Loans L, M and N, unsecured (note (vii)) B L MA&N » &K (K& (vii) ) 19,930 -
116,686 113,652
Notes: B &

(U]

(i)

(iii)

(iv)

(vii)

As at 31 December 2011, the loan bore the interest at the rate
of 24% per annum and was repayable on demand.

As at 31 December 2011 and 2012, the loan bears the interest
at the rate of 3% per annum and is repayable in January 2013.

As at 31 December 2012, these loans are interest-free and are
repayable in July 2014 (2011: July 2013).

As at 31 December 2012, the loan is interest-free and is
repayable in July 2014 (2011: by monthly instalment of
RMB200,000 from July 2013).

As at 31 December 2011, the loan was interest-free and is
repayable in July 2013.

As at 31 December 2012, the loan is interest-free and is
repayable in July 2014. The lender is the substantial shareholder
of the Company.

As at 31 December 2012, these loans are interest-free and are
repayable in July 2014.

(i)

(iii)

(iv)

(v)

(vi)

(vii)

HERERREZRERAA

RZB——F+-H=+—H ZE
BEME24% 5T S RBEBREE -

WoF——FR-F——F+=]
=B RRRIEEFEIBIH B R
AR-F—=F—AEE-

RZE—ZF+ZA=+—8 %%&
RAERE WEAR-_Z—NELA (=
T——F: ZE-=FtAHEE-

R-ZE——F+-A=+—H ZEX

ARBE T ER_Z—NELAHBE

<_Tff¢ M- —=—F+tARE
BB+ AR #200,0007T) °

Ro2——F+t-A=+-8 &
BE WAR-T-SFrAEE

WZZE——_F+-A=+—H ZER
REB WEAR-ZT-NFEAER

BEANBRAAEERA -
R-B——FT-A=+—A BEH
RBRE LER-F—MELAM

g o
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29.

OTHER BORROWINGS - GROUP (continued)

For the year ended 31 December 2012, the Group has
negotiated with the lenders of loans K and L (2011: lenders
of loans C, D, E, G, H, | and J) to modify the existing terms
of the borrowings. As there were a substantial modification
in the terms of the borrowings, these have been accounted
for as extinguishment of non-current borrowings. Accordingly,
there is a gain on extinguishment of HK$3,004,000 (2011:
HK$12,198,000) (note 5) which represented the change in the
present value of the borrowings using existing terms into the
present value of the borrowings using modification terms and
recognised in profit or loss for the year ended 31 December
2012.

During the year ended 31 December 2012, the effective
interest rates of the loans were in the range of 7.91% to
10.57% (2011: 9.79%) per annum.

As at 31 December 2012, the Group has renegotiated the
terms of certain loans with the lenders of loans C, D, E, F, H,
I and J. The directors consider that such revision represents a
modification of the original loans and accordingly, the effective
interest rates have been adjusted at the date of modification.
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HMWER-—XEH &)

HE-T- S t-A=t+-ALEE

REFDHEFKELNERA(ZE——
F: *“”c DE G H IXIMNEFRA)EE
B ABEERZEB KRR -BARERZ

1lk%k&ﬁ§kf B MEBEAEEIER
BB ISR o Bt - #K §5 U & 43,004,000
BT (ZZT——%:12,198,000/% 7T ) (Bﬁ
H5)  MEERFEABRERRZEBREEY
FEFRAEIBRRZERRE TREE
:%—:¢+_H:+—H¢¢E%iafﬁ
AR

BHE_T-——"F+_-_A=1+—RHLLHF
B ZEEFNERFNENFTN%E

10.57% (ZF——F:9.79% ) °

RZE——F+=—A=+—H AEEHHA
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ETERGER -BEERE ZFBIREK
BRRBEFE B ERFEE R ER
EREDAE-

+



NOTES TO THE FINANCIAL STATEMENTS
1 3% 3R & MY &

For the year ended 31 December 2012 HEZE =T ——F+_A=+T—HItFE

30. PROMISSORY NOTES - GROUP 30. E-XKH

As a part of the consideration of the acquisition of China
International Energy, the Group issued promissory notes with
a principal amount of HK$50,000,000 on 31 December 2010.
The promissory notes are unsecured and interest bearing at
2% per annum. The fair value at the date of issue amounting
to HK$43,854,000 was calculated at the discounted borrowing
rate of 8.99% per annum.

On 21 January 2011, the Group early redeemed part of
promissory notes with a principal amount of HK$20,000,000
upon request of the promissory note holder. Accordingly, loss
on early redemption of HK$2,383,000 was recognised in profit
or loss for the year ended 31 December 2011 (note 7).

In December 2011, both the Group and the promissory note
holder agreed to extend the note maturity date to 1 July 2013.
On 31 December 2012, the Group fully repaid the remaining
balance of promissory notes with a principal amount of
HK$30,000,000.

AEER-_T—ZTHF+-_A=+—8B%
1775 4 %850,000,0003 7T 7 N Z4E B K
BHREBEEERZSIRE  RERAEK
U FERE2%T B - NEITRBHZAF
843,854,000 Jr J) ¥ BA IR {8 FUF A =
8.99%T & °

R-EBE——FE—A-+—HB K&EBAK
REFREAZERREBLROAESER
20,000,000 T 2 #F 15 2N 2= o (A 1t - 32 Al
fE O 582,383,000 TERBEBE=-Z
——FF+ A=t BILFEZERER
(FF7ET7) ©

R-E——F+ A AEERAZEHE
BEAEFHREBEBRIPEHERE =
T—=F+tA—H-RZFT—ZF+=
A=+—HB A£BEEXHEEALE
30,000,000 T2 NE 28 TN &8k o

Movement of promissory notes is as follows: REZEEBHWT:
2012 2011
HK$’000 HK$'000
—2--fF - —F
FERT FHT
At 1 January n—HA—H 28,707 43,865
Imputed interest expenses (note 7) FEMESER (MiE7) 2,518 2,459
Early redemption of promissory notes REERARE - (17,617)
Repayment of promissory notes EEAR (31,225) -
At 31 December R+-—A=+—H - 28,707
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31.

CONVERTIBLE BONDS - GROUP AND
COMPANY

In November 2007, the Company issued zero coupon
convertible bonds (“CB1") in the principal amount of
HK$365,000,000 as a part of the consideration for the
acquisition of 51% equity interests in Kanson. CB1 bear no
interest with a maturity date on 4 November 2012 and are
convertible into shares of the Company at the conversion price
of HK$0.60 per share (subject to the standard adjustment
clauses relating to share sub-division, share consolidation,
capitalisation issues and rights issues) at any time after the issue
date. Details of CB1 are set out in the Company’s circular dated
15 October 2007. All outstanding CB1 have been converted
into shares of the Company during the year.

In July 2008, the Company issued zero coupon convertible
bonds (“CB3") in the principal amount of HK$580,000,000
as the consideration for the acquisition of the remaining 49%
equity interests in Kanson. CB3 bear no interest with maturity
date on 2 July 2013 and are convertible into shares of the
Company at the conversion price of HK$0.25 per share (subject
to the standard adjustment clauses relating to share sub-
division, share consolidation, capitalisation issues and rights
issues) at any time after the issue date. Details of CB3 are set
out in the Company's circular dated 6 June 2008.

According to the sale and purchase agreements dated 5
November 2007 and 8 April 2008, another zero-coupon
convertible bonds with face value of HK$400,000,000 (“CB2")
and HK$380,780,000 (“CB4") will be issued on the fifth
business day following the date of receipt of mining licence in
respect of the underlying mine. CB2 and CB4 are convertible
into shares of the Company at the conversion price of HK$0.60
and HK$0.25 per share respectively. As the mining licence has
not yet been obtained, CB2 and CB4 are not issued and are not
been recognised in the financial statements. As mentioned in
notes 3(a)(ii) and (iii), as the exploration licence was transferred
without the Company’s knowledge, consent or approval, the
Company is now seeking for legal opinion on this matter.

134 Energy International Investments Holdings Limited » Annual Report 2012

31.
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RZEELF+—A ARABTEAS
%4365,000,0008 T2 EEE A AR EH
(B EHFE—HESR])  EAKRE
Kanson 51% MR ANz 2 5o K (E - AJ ik
BEFE—MEFREE RZTE—ZF
+— A B R B R ET B H &
M AR ESR.60OEITHB AR R FRK
B (EEBERGIFME BROEH EAXE
TR ABRE 2 ZE ARG - AT R
BEHEFE—UEFZFBIARBPERE=-ZZ
tF+ATRBZARABH FIBERRL
BABREFE—EFCRAFEER
BRI

RZZZENFLA ARRABITAESE
580,000,000 L v T2 B A MR EH
(AR EHFE=HES]) EAKE
Kanson# T~49%[% A # z5 2 X (8 o A #afi%
BHFEE-HEFREE RZIE—=F+
A= B2 E R Al R E 1T B BIIE F fr F
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(BERIROIFE  BRDE G BARMLET
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—H#tES ) 380,780,000 7T ([ 7] #2 A%
EHEEONES]) 2 TZB BB ES
HRBREEEER 2 FARERERRZE
FEAEEBRT JRREFE _JEFH
R ESBENMES D B AR K ia(E
FA%0.6078 7T }0.257% 7T e A AR AR
HeomREMAIMEBRRER JRRES
FEoWESHS R AR ESEOIES SR
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31.

CONVERTIBLE BONDS - GROUP AND
COMPANY (continued)

The fair value of the liability components, included in CB1 and
CB3, was calculated using market interest rate for an equivalent
non-convertible bond. The residual amount, representing the
value of the equity conversion component, is included in the
convertible bond equity reserve in the owners’ equity.

In August 2010, the Company issued zero coupon convertible
bonds (“CB5") in the principal amount of HK$140,430,000
as a part of the consideration for the acquisition of Sunlight
Rise. CB5 bear no interest with maturity date on 9 August
2020 and are convertible into shares of the Company at the
conversion price of HK$0.093 per share (subject to the standard
adjustment clauses relating to share sub-division, share
consolidation, capitalisation issues and rights issues) at any time
after the issue date. Any CB5 which remains outstanding on the
maturity date shall be converted automatically into the shares
of the Company. Details of CB5 are set out in the Company's
circular dated 28 June 2010.

In December 2010, the Company issued zero coupon
convertible bonds (“CB6") in the principal amount of
HK$526,880,000 as a part of the consideration for the
acquisition of China International Energy. CB6 bear no interest
with maturity date on 31 December 2015 and are convertible
into shares of the Company at the conversion price of HK$0.08
per share (subject to the standard adjustment clauses relating
to share sub-division, share consolidation, capitalisation issues
and rights issues) at any time after the issue date. Any CB6
which remains outstanding on the maturity date shall be
converted automatically into the shares of the Company. Details
of CB6 are set out in the Company’s circular dated 11 October
2010.

31.

RRES -AEERAQT
()

MBRESF - HEFRTBRRESS =
HESBERBOZRATEDIEESTA#H
BEF TSN EFE -T2 B A%
DaEBRHOZEE YA AEE AR
AMEREFESEE -

RZZE—ZFNA ARRETAELEE
140,430,000 L2 TR B AR EH
([ARESFFEMES]) EAKES
BrHdoRE-AJREREFFAMESE
BB RZZE-ZFENAALBEHHEAR
1T AR T B R 4R H 2 E & 0%0.093
BILABRAARRKRGD (BAEBEREBRMDIF
MmO Ees  ENMEBITRERERZ
EAREF G AR EBBNRER
A BREEFERAIEESEES L EA
KRB G A RBRESFERIES 2 F
BHREHAZT-—ZTFA=Z+tNEZ
AKNTE B

RZZT—ZTF+ZA ARRIETAS
#526,880,000/8 7t 2 T FE B A ] E 5
(AT BEEFEALES])  FRKE
h REERZ BN RE - AT IR EFE
APEFREE - RZZE-—HF TR
=+ — BEIH R AR ETT AR
BE R ESR0.08E T LB AR AR KN
(RBRER MDA IR A6 B ET
KRR B 2 AR E SR B AR R RE
HIR DAL 2 TRES BRI ES
KEBABARRA RN - FTRRESE
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31.

CONVERTIBLE BONDS - GROUP AND
COMPANY (continued)

As a part of the consideration for the acquisition of China
International Energy, a zero coupon convertible bonds (“CB7")
in the principal amount of HK$526,880,000 shall be issued
upon the final and absolute dismissal, striking-out, withdrawal,
discharge, release, settlement or discontinuance of the
litigation mentioned in note 42(b). Since the litigation was
discontinued, CB7 will be issued when written request for the
issuance was obtained by the Company. CB7 bear no interest
with maturity date on 31 December 2015 and are convertible
into shares of the Company at the conversion price of HK$0.08
per share (subject to the standard adjustment clauses relating
to share sub-division, share consolidation, capitalisation issues
and rights issues) at any time after the issue date. Any CB7
which remains outstanding on the maturity date shall be
converted automatically into the shares of the Company.

The fair values of CB5, CB6 and CB7 were calculated using
income approach and are included in the convertible bond
equity reserve in the owners’ equity.
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31. CONVERTIBLE BONDS - GROUP AND 31, THRRES -FAEERAEAQF
COMPANY (continued) (#4&)
CB1, CB3, CB5, CB6 and CB7 recognised in the statement of R EIRARAER 2 T RRES E — it
financial position are calculated as follows: B5 AIRRESE=HES  TRRE

FELHES THREREFEAMESFR
AMRESECHESFTEDT

CB1 B3 CB5 CB6 c87 Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TRREH TRRES TRRES TRREH TRRES
E-HES E-RES FRfES ERBES FLiES o
TEn TEn ThR TER TEr FEn
Face value of convertible bonds issued 2 {TA#RKES 2
AE 365,000 580,000 140,430 526,880 526,880 2,139,190
Proceeds of issue (fair value on BE (FRER
initial recognition) ATE) 365,467 363,506 174,178 342,557 342,557 1,588,265
Equity component BxE5 (189,421) (103,438) (174,178) (342,557) (362,557)  (1,152,151)
Liability component aEHS 176,046 260,068 - - - 436,114
Movement of liability component EERs2E
Movement of liability component for the years ended 31 HEZZ——ZFk=F——F+=ZA8
December 2012 and 2011 is as follows: =T —HBLEFEZEEBIEHAT
2012 2011
g% —2——F
CB1 (B3 Total CB1 (B3 Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AR ES TRRES ik ES RRES
F-HES EoRES @At ERtidie E-RES &3
TiEn TEL TEx FAT FET TEx
At 1 January n—A—H 14,129 355 14,484 19,975 317 20,292
Exercise of convertible bonds fTEmRRES (15,288) - (15,288) (7,659) - (7,659)
Imputed interest expenses (note 7) FERSBA (M) 1,159 39 1,198 1813 38 1,851
At 31 December R+ZA=1-H - 394 394 14,129 355 14,484
Less: Current portion ERREIE:S5) - (394) (394) (14,129) - (14,129)
Non-current portion ek - - - - 355 355
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31. CONVERTIBLE BONDS - GROUP AND 31. ARKRES - FEEREALQT
COMPANY (continued) (#4&)
Movement of equity component Eadlorgs
Movement of equity component for the years ended 31  E Rk FE——F+ZA
December 2012 and 2011 is as follows: =StT-HIEFEZRERBSEESHMT
CB1 B3 €85 CB6 87 Total
HKS'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000
TRRES TREES TERES TRRES TRRES
B-uMs  EeMr  BEAGR  BAMAR  BLAE £t
TEx TR TiER TR TR TERL
At 1 January 2011 W-E--%-8—-H1 14,905 55 - 342,557 342,557 700,074
Exercise of convertible bonds IR BRES (5,353) - - - - (5,353)
At 31 December 2011 and RZZ——%
1 January 2012 +ZRA=+—H
k-%--%
i 9,552 55 - 342,557 342,557 694,721
Exercise of convertible bonds AEATRRES (9,552) - - (205,451) - (215,003)
At 31 December 2012 RZ%-Z%
t-R=1-H - 55 - 137,106 342,557 479,718
The fair value of the liability components of CB1 and CB3 at REITH ’—Hﬁﬂﬁﬁﬁﬁ—ﬁt%#&ﬂ?ﬁ
the dates of issue amounted to approximately HK$176 million REHE=-HEFBEXD 22 FESD
and HK$260 million respectively. Interest expense on these A% 4$176,000,0005% 7T £2260,000,00078
bonds is calculated using effective interest method by applying T REEHZAEERNRERREE
interest rate of 15.7% and 17.4% per annum to the liability AR 215.7% K 17.4% 53 5l 3L AT $2 A (B
components of CB1 and CB3 respectively. FE—HEFRAIBMREFE=HESFE
B AT H -
During the year, 3,985,827,000 (2011: 20,079,000) new RAFEERN RNRARAHRRESF — it
ordinary shares in aggregate were issued, at the conversion 1B 71T 5 M 1R B AR 5 #2 (B 0.50878 7T
price of HK$0.508 (2011: HK$0.508) (as adjusted) per share (ZF——%:050887T) (EHAE) WA
to the bond holders upon the conversion of CB1 and at the &E/Q\EJ?ﬁﬁ§1§%%/\_\ﬁt%#ﬁﬁ%@%Tﬁ
conversion price of HK$0.08 (2011: HK$Nil) per share to the FhRABKEIBEL(ZFT——F:F;
bond holders upon the conversion of CB6 (note 33). The TT) MEHTA AEITA $£3,985,827, 000
conversion price was adjusted to HK$0.508 for CB1 as a result B (=% ——%:20,079,0008% ) # &
of the open offer in 2009. As a result, there was an increase f& (M 5E33) °7Tﬁﬂﬁ1§#%—ﬁt1§#5’\]
in share capital and share premium of HK$39,858,000 (2011: RMERN_TZNFETRAREEMH
HK$201,000) and HK$190,433,000 (2011: HK$12,811,000) *517%0 50878 7T It - K RA K B 157 5 8
respecti\/e|y_ )DJJi 7][139 858 000/%75 ( - E——E‘E :

201,000 7t ) }.190,433,000/8 7T ( = &
——%:12,811,000i& 7T) °
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32. DEFERRED TAX - GROUP AND COMPANY 32, EEBE -XEBRAEAQ T

(a) Group (a) *&KEHE
Details of the deferred tax assets and liabilities REERBEFENDBERIELTH
recognised and movements during the current and prior BHEERBERESHFENT:

years are as follows:

Fair value
adjustment
Accelerated on business
capital allowances combination Total
HK$'000 HK$'000 HK$'000
EBEsz
B ERBE DY EAR Fob
FHERT T FHET
At 1 January 2011 RZZE——F—F—H 13,064 (530,707) (517,643)
(Charged)/Credited to (BIEZEXRNKR)

profit or loss (note 9) FFAEREE (HF9) (5,957) 8,059 2,102
Exchange differences PEHZE58 384 (243) 141
At 31 December 2011 and W-ZT——4

1 January 2012 +=—A=+—HBK

—2——%—H—H 7,491 (522,891) (515,400)
Credited to profit or loss  FF ABZER (H5E9)

(note 9) 6,629 86,574 93,203
Exchange differences M ZH 13 - 13
At 31 December 2012 R-ZE——=F

+=ZA=+-—8H 14,133 (436,317) (422,184)
For the purpose of presentation in statement of financial HEINGBHRAERME - AT A
position, the following is the analysis of the deferred tax BisEBRm M/ AR IER B A5 82
balances for financial reporting purposes: M

2012 2011

HK$°000 HK$'000

—B-—F —E——F

FHET FET

Deferred tax assets BEBIBEE 14,133 7,491
Deferred tax liabilities BREHREEE (436,317) (522,891)
(422,184) (515,400)
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T——F+-A=+—HULEFE

32. DEFERRED TAX — GROUP AND COMPANY
(Continued)

(a)

(b)

Group (Continued)

The Group has unrecognised tax losses of HK$Nil (2011:
HK$3,017,000) to carry forward against future taxable
income. Deferred tax assets have not been recognised in
respect of the tax losses as these were incurred by the
companies that have been loss-making for some time.
These tax losses do not expire under current legislation.

Pursuant to the PRC Corporate Income Tax Law, 10%
withholding tax is levied on dividends declared to
foreign investment enterprises established in the PRC
effective from 1 January 2008. The Group is liable
to withholding taxes on dividends distributed by the
subsidiaries established in the PRC in respect of earnings
generated from 1 January 2008.

As at 31 December 2012, deferred tax liabilities of
HK$6,604,000 (2011: HK$8,902,000) have not been
recognised in respect of the tax that would be payable
on the distribution of the retained profits of the Group’s
subsidiaries established in the PRC as the Company
controls the dividend policy of the subsidiaries and the
directors of the Company are of the opinion that profits
will not probably be distributed in the foreseeable
future.

Company

As at 31 December 2011 and 2012, the Company did
not have any significant unprovided deferred taxation.
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32. EZEBE-FXEERAEAAQF

(#&)

(a)

(b)

rEE (&)

REBVEAERHBBESTHET
(ZZ——%:3,017,000/% 7v) 7]
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For the year ended 31 December 2012 HEZE—T——F+—_A=+T—RHItFE

33. SHARE CAPITAL 33. B&
2012 2011
—B--f —F—F
Number of Number of
shares shares
‘000 HK$'000 ‘000 HK$'000
R#BEA frin &8
TR FTEx Fh FHT
Authorised: EERA
Ordinary shares of HK$0.01 each BREENOETLLZ
LmR
At 1 January and 31 December R—A—HE+=A
=+—H 50,000,000 500,000 50,000,000 500,000
Issued and fully paid: BEIREERA:
Ordinary shares of HK$0.01 each BREECOETL
Lk
At 1 January n—A—H 13,482,665 134,827 13,462,586 134,626
Exercise of convertible bonds and IFABREES R
issue of shares (note) BITRMD () 3,985,827 39,858 20,079 201
At 31 December R+=—R=+—H 17,468,492 174,685 13,482,665 134,827
Note: During the year, 3,985,827,000 (2011: 20,079,000) new Ma: REAFERN ARAARAIBRKRESRSE

—EHFETHREBRERLAE
0.508# T (ZZE——4:0.508% 7T)
(FAE) URRATBRESE S
BT IR IR TR N 2 (80.087
T(ZZE——F ZFT)AEHFHE
B AN#E1T4H $£3,985,827,0000% (=%
——%:20,079,0000% ) 37 & i@ A% (M
F31) cE I R A KR 5 B 5 5l
#$139,858,0008 T (=T — — 4 :
201,000/ 7T ) }.190,433,0007% 7T ( =
T——%:12,811,0007C) °

ordinary shares in aggregate were issued, at the conversion
price of HK$0.508 (2011: HK$0.508) (as adjusted) per share
to the bond holders upon the conversion of CB1 and at the
conversion price of HK$0.08 (2011: HK$Nil) per share to the
bond holders upon the conversion of CB6 (note 31). As a result,
there was an increase in share capital and share premium of
HK$39,858,000 (2011: HK$201,000) and HK$190,433,000
(2011: HK$12,811,000) respectively.

All issued new ordinary shares in 2012 and 2011 rank pari CE-CERIE-—EZRABEITH
passu with other shares in issue in all respects. TRRESTEEEMEETROZEAR
s o
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For the year ended 31 December 2012 HE—ZT——F+_A=+—HILFE

34. RESERVES - GROUP AND COMPANY

(a)

Group

The amounts of the Group’s reserves and the
movements therein during the year are presented in the
consolidated statement of changes in equity.

Share premium

(i) the difference between the combined net asset
value of the subsidiaries acquired pursuant to the
Group reorganisation in 2001, over the nominal
value of the share capital of the Company issued
in exchange therefore;

(ii) the premium arising from the capitalisation issue
in the previous years;

(i) issue of shares of the Company at a premium net
of the transaction costs associated with the issue
of shares; and

(iv) amount transferred from other equity reserves
upon exercise of share options and conversion of
convertible bonds.

Capital reserve

For the year ended 31 December 2012, the Group
entered into the transfer of borrowing agreement
with one of the non-controlling shareholders of a
subsidiary and the lenders. Both parties agreed that the
bank amounting to HK$12,300,000 was transferred
from the Group to this non-controlling shareholder
unconditionally. Amounts of HK$7,380,000 and
HK$4,920,000 were credited to capital reserve and non-
controlling interests in equity respectively.

In addition, one of Group's subsidiaries entered into
the loan agreement with the lender on 31 December
2012. Both parties agreed to settle the promissory
notes by the loan agreement. The principal amounted
to HK$20,000,000 with unsecured, interest-free and
repayable on 1 July 2014. The present value of loan
amount was HK$17,701,000 at the year ended. The
amount of HK$2,299,000 was credited to capital reserve
in equity.
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For the year ended 31 December 2012 HHE T ——F+—_A=+T—HILFE

34. RESERVES - GROUP AND COMPANY
(Continued)

(a)

Group (Continued)
Capital reserve (Continued)

For the year ended 31 December 2011, the Group
entered into the transfer of borrowings agreements with
one of the non-controlling shareholders of a subsidiary
and the lenders. Both parties agreed that the bank and
other borrowings amounting to HK$15,738,000 were
transferred from the Group to this non-controlling
shareholder unconditionally. Amounts of HK$9,443,000
and HK$6,295,000 were credited to capital reserve and
non-controlling interests in equity respectively.

Exchange reserve

Exchange differences arising from the translation
of the net assets of the Group’s foreign operations
from their functional currencies to the Group's
presentation currency (i.e. HK$) are recognised directly
in other comprehensive income and accumulated
in the exchange reserve. The reserve is dealt with
in accordance with the accounting policy of foreign
currencies set out in note 3(e).

Convertible bond equity reserve

Under HKAS 32, convertible bonds issued are split into
liability and equity components at initial recognition
by recognising the liability component at its fair value
determined using market interest rate for equivalent
non-convertible bonds and attributing to the equity
component the difference between the proceeds from
issue and the fair value of the liability component. The
liability component is subsequently carried at amortised
cost whilst equity component is recognised in the
convertible bond equity reserve until the bonds are
either converted (in which case it is transferred to share
premium) or the bonds are redeemed (in which case it is
released directly to accumulated losses).

34, BE-—AEERAQTE (&)

(a)
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For the year ended 31 December 2012 HE—ZT——F+_A=+—HILFE

34.

RESERVES - GROUP AND COMPANY

34, E-—AEERAQT (&)

(Continued)
(b) Company (b) &2 FH
Convertible
Share Capital bond equity Accumulated
premium reserve reserve losses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TRRES
BARE BRAR#E ERfREE R ER Foh
FERT TET FTER TET FTER
At 1 January 2011 R-E——%—F—H 2,037,769 140,667 700,074 (1,435,428) 1,443,082
Issue of shares upon REATRRESRHET
conversion of convertible Bt (MFE33)
bonds (note 33) 12,811 - (5,353) - 7,458
Loss for the year AFEEFE - - - (18,630) (18,630)
At 31 December 2011 and  RZZE——4
1 January 2012 TZA=+—-HEk
—F—-%—H—H 2,050,580 140,667 694,721 (1,454,058) 1,431,910
Issue of shares upon REATRRESFET
conversion of convertible Befn (F13E33)
bonds (note 33) 190,433 - (215,003) - (24,570)
Loss for the year rEEER - - - (17,356) (17,356)
At 31 December 2012 R-E-—F
+=ZA=+-H 2,241,013 140,667 479,718 (1,471,414) 1,389,984

Details of the share premium account and convertible
bond equity reserve of the Company are set out in note

34(a) above.

The capital reserve arose from the Company’s capital
reorganisation on 10 March 2005 and represented the
reduction of share capital of the Company.
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35.

SHARE-BASED COMPENSATION

The Company has a share option scheme, which was adopted
on 6 June 2002 and, unless otherwise cancelled or amended,
remained in force for 10 years from that date (the “Scheme”),
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Eligible participants of the Scheme included the
Company'’s directors, independent non-executive directors,
other employees of the Group, suppliers of goods or services
to the Group, customers of the Group, any person or entity
that provides research, development or other technological
support to the Group and any non-controlling shareholder in
the Company’s subsidiaries.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is equivalent to
10% of the shares of the Company in issue at any time.

Pursuant to the extraordinary general meeting passed on 8
December 2009, the general scheme limit of the Company’s
share option scheme has been reset to 736,104,000 shares,
representing 10% of the Company’s issued share capital on the
date of meeting, with the passing of ordinary resolution, which
allows the Company to grant further options carrying the rights
to subscribe for a maximum of 736,104,000 shares. As at the
date of the approval of these financial statements, no option
has been granted pursuant to the Scheme.

The maximum number of shares issuable under share options
to each eligible participant in the Scheme within any 12-month
period, is limited to 1%, of the shares of the Company in issue
at any time. Any further grant of share options in excess of this
limit is subject to shareholders’ approval in a general meeting.

35.
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35.

SHARE-BASED COMPENSATION (continued)

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by the
independent non-executive directors, in addition, any share
options granted to a substantial shareholder or an independent
non-executive director of the Company, or to any of their
associates, in excess of 0.1% of the shares of the Company in
issue at any time or with aggregate value (based on the price
of the Company’s shares at the date of the grant) in excess
of HK$5 million, within any 12-month period, are subject to
shareholders’ approval in advance in a general meeting.

The offer of a grant of share options may be accepted within
28 days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
directors of the Company, and commences after a certain
vesting period and ends on a date which is not later than 10
years from the date of the offer of the share options or the
expiry date of the Scheme, if earlier.

The exercise price of the share options is determinable by the
directors of the Company, but may not be less than the higher
of:

(@) the Stock Exchange closing price of the Company’s
shares on the date of the offer of the share options;

(b) the average Stock Exchange closing price of the
Company's shares for the five trading days immediately
preceding the date of the offer; and

(c) the nominal value of the shares.

Share options do not confer rights on the holders to dividends
or to vote at shareholders” meetings.

There has been no share option granted or exercised since the

Scheme was adopted in June 2002. As at 31 December 2012
and 2011, the Group has no outstanding share option.

The Scheme expired during the year.
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36.

OIL PRODUCTION SHARING CONTRACT -
SONGLIAO CONTRACT

In August 2007, China Era, one of the Group's subsidiaries,
entered into an oil production sharing contract (the “Songliao
Contract”) with China National Petroleum Corporation
("CNPC"), a state-owned company established in the PRC, to
develop and produce crude oil in Liangjing Block on Songliao
Basin in Jilin, the PRC (the “Songliao Oil Basin”).

In accordance with the Songliao Contract, China Era agrees
to provide funds and apply its advanced technology and
managerial experience to cooperate with CNPC for the
development and production of crude oil in the Songliao Oil
Basin. The maximum term of the Songliao Contract is 30 years
from 1 December 2007, unless extended due to the production
period.

China Era bears all costs required for the evaluation operations
and development operations. Operating costs incurred are paid
by CNPC and China Era in accordance with 51% and 49%
respectively. However, CNPC’s portion of operating costs are
advanced by China Era and recovered from the production of
crude oil.

Under the terms of the Songliao Contract, the evaluation costs,
development costs and operating costs are to be recovered
according to a mechanism of cost recovery oil and investment
recovery oil. Remaining oil, after cost recovery, all applicable
taxes and royalty that might apply in the PRC, is shared in
the proportion of 51% and 49% by CNPC and China Era
respectively.

In December 2009, the approval of Overall Development
Program from National Development and Reform Commission
has been obtained. The technical feasibility and commercial
viability of extracting oil are demonstrated. CNPC is the holder
of oil exploitation licence.

36.

EHXBHAESN -NESH

R-ZZLFNA AEE-HEEAQR
FEFR BRPBEKZZEERRFE
ABERAREB QA ([FEABHKAR
SERADAY-NEBREBRAZEEL
([TREA KL AR R B MAAE 23
([RER MR | ) W R R A ER
H

RELESLY PRFKRERGEAH
ARREBERAEE REESREN
HAeEZ M EEEES  AERELH
2 b 7 B N A EE IRUM o B 2R R A E HA T AE
R BRANRESHZERFHAE-FT
tF+ - A-BEFRH=1TF-

FREERAEFHEELFELENS
ZERERA A Z EERA AT A
AAREE AR EFPHFERDBIIZE51% K
49% 2 L PIZ A o 2A 1 - P BB MR AR
KERRAEZZERNBYBPEFR
B A IR i A R U o

RIBRE S K 2 G fEER A - BB
AN % 58 AN AR R UK 1B A A A il K U B
& B S M I R (8] o 72 0 Bk 4R B K A - B
Brge R EER 2 EARIERERER
Bi% 2 TOAMK D RIIR51% Kk49% 2
LA e R B R A SR R B A B R R B
R#n -

RZZBZNF+ A BERBERNEZE
G HLE BRI B - B Om 2 BT R
PRI ITIE A ARESE - P B A B R AR AR
B RARFH A HFERER -

HRERREERERAT « —T——FF®| 147




NOTES TO THE FINANCIAL STATEMENTS
B3 SR M

For the year ended 31 December 2012 HE T ——F+_A=+—HBILFE

36. OIL PRODUCTION SHARING CONTRACT - 36. EHEBRHEESN-—NESY
SONGLIAO CONTRACT (continued) (#&)

Set out below is the summary of assets, liabilities and results for
the year recognised in the consolidated financial statements in

AT #HIINEGRA M B RRPUAEERRL
BANIEGHRZAFEZEE AR

relation to the Group’s interest in the Songliao Contract: REHEIWE:
(a) Results for the year () FEXE
2012 2011
HK$'000 HK$'000
—E-C=F —ET——%F
FET FHT
Revenue Wz 184,431 127,544
Other income H A 11,917 10,450
Expenses =53 (161,178) (90,514)
Profit before income tax bk BT 13 8¢ A& 7 35,170 47,480
Income tax expense s’ % (15,439) (5,958)
Profit for the year AF S A 19,731 41,522
(b) Assets and liabilities (b) BEERER
2012 2011
HK$"000 HK$'000
—E-——fF —E——F
FET FHET
Property, plant and equipment - WEREE 258,976 231,434
Intangible assets mpAE 4,445 5,280
Other non-current assets HMIEREEE 14,133 7,491
Current assets BN EE 74,541 60,330
Current liabilities e A E (90,508) (84,207)
Non-current liabilities FRBEE (94,493) (67,608)
Net assets EEFE 167,094 152,720
(c) Commitments (c) #&¥E
2012 2011
HK$'000 HK$'000
—E—=F —E——F
FERx FHET
Capital commitments: B AR
Contracted but not provided for BRI 4B KRR ETIREE
in respect of equipment - 629
Other commitments: H A
Contracted but not provided for ZEIXEAREERE R
in respect of administrative fee 553l B 5T B H
and training fee 56,103 58,321
56,103 58,950
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37.

OPERATING LEASE COMMITMENTS 37.
Group
At 31 December 2012, the Group had total future minimum

lease payments under non-cancellable operating lease falling
due as follows:

R TH A R IE
AEE
R-E——F+_A=+—HB AEBER

THIFEHAER 2 NI BEHK LB 2R
R LHBEENFERET:

2012 2011

HK$'000 HK$'000

—E-C=F —E—F

FExT FHET

Within one year —F R 1,877 1,876
In the second to fifth years, inclusive FoFEERF (REEEMSE) 1,541 970
After five years hF%& 1,023 1,166
4,441 4,012

The Group leases certain leasehold land and buildings under
operating leases. The leases run for an initial period of two to
twelve years (2011: two to thirteen years), with an option to
renew the lease and renegotiate the terms at expiry date or at
dates as mutually agreed between the Group and respective
landlords/lessors. None of the leases includes contingent
rentals.

Company

The Company did not have any significant lease commitments
as at 31 December 2012 and 2011.

AEFERBELLEEVERETHEL
REF ZEMNNFREMEE+=F

—EFMEET=F) AR
Bk ASEEREEE HEARXREE
ZBEHBEEERARBIHEOGR ZEFHE
WrBEAAERE-

A F

ARAR=F-——ER=F——F+=A
=+ - BEFEAERBORE -
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38. CAPITAL AND OTHER COMMITMENTS 38. EXRRHMAKIE
Group RKEH
2012 2011
HK$000 HK$'000
—E2-=F —E
FET FHET
Capital commitments: B
Contracted but not provided for in ERTHVE R R B aT IR
respect of equipment 2,169 3,038
Other commitments: Hoqth 2
Contracted but not provided for in BRI ERGEERE RIFIIE
respect of administrative fees and MR
training fees 56,103 58,321
58,272 61,359
Company AT
The Company does not have any significant capital and other RPN ZE—ZFR_T——F+=H
commitments as at 31 December 2012 and 2011. =t B EEAERERRH AR
39. RELATED PARTY TRANSACTIONS 3. BEALRS
Apart from the balances and transactions with related parties B GmEMBER CEHREEEAT 2
disclosed elsewhere in the financial statements, the Group had RGN FR AEBHEFBEALTEHA
the following transactions with its related parties during the TR 5 -
year:
Compensation of key management FTEEBABZHE
personnel
Included in staff costs are key management personnel TEEBABZAE(BEEZME)D
compensation (including directors’ emoluments) and comprises FTABIRA - B HELA TR -

the following categories:

2012 2011

HK$’000 HK$'000

—E——F —F——F

F#ExT FAT

Short-term employee benefits EHEERN 2,845 4,778
Contribution to retirement RREFFHE 2 R

benefit scheme 47 42

2,892 4,820
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40.

FINANCIAL RISK MANAGEMENT

The Group does not have written financial risk management
policies and guidelines. However, the board of directors meets
periodically to analyse and formulate strategies to manage
the Group’s exposure to credit risk, market risk (including
foreign currency risk and interest rate risk) and liquidity risk.
Generally, the Group employs conservative strategies on its risk
management. The Group's exposure to market risk is kept at a
minimum level. The Group has not used any derivatives or other
instruments for hedging purposes. The Group does not hold or
issue derivative financial instruments for trading purposes.

(a) Credit risk

Credit risk refers to the risk that the counterparty
to a financial instrument would fail to discharge its
obligation under the terms of the financial instrument
and cause a financial loss to the Group. The Group’s
exposure to credit risk mainly arises from granting credit
to customers in the ordinary course of its operations and
its investing activities.

The carrying amounts of these financial assets presented
in the statement of financial position are net of
impairment losses, if any. The Group minimises its
exposure to the credit risk by rigorously selecting the
counterparties, performing ongoing credit evaluation
on the financial conditions of its debtors and tightly
monitoring the ageing of the receivables. Follow-
up actions are taken in case of overdue balances on
an ongoing basis. In addition, management monitors
and reviews the recoverable amount of the receivables
individually or collectively at each reporting date to
ensure that adequate impairment losses are made for
irrecoverable amounts.

40.

R EE

A% (B30 488 1 7T & T A A R e i P IR
Eol-AM EFEEEHBRTER D
R GIFTBR R EE AN K BAAE ZEER
w - misEE (B2EIMNERR RFXER)
ErnBEeRB - —Rm 5 AREEH
HEREERN -—ERZ 2RI KW
A S B AHE 2 T 5 B B 4 4 FE AR AR K
AEEYEEREATETASEMTA
ETER AERBEYESARBTIILES
BMTANEESERZ-

(a) FERB

EERREEMIAZHTITRE
BITERBEEBTREGRZEEM
SIBMARBERRMBERZER
AEBEZEERRIERARER
BEBLERETRTEPZEER
REZRERH-

ZEMBEENTBRRRENZ
FREEEMBRESR(MEA) -
AEBEBRENEEF T HH
BEBAZHBRRETHEREE
Arfh AR E T EERBEIRZ IR
i mAREREEMAEZEE
[ B o 7 SR B ER BN R A R FE e UK
ElE MR- LN EEEENE
HEHHENRAREE G R
WeakTE z FT s B 58 RE R BT AT
WEEEEL A ZRMERBE -
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40. FINANCIAL RISK MANAGEMENT (continued)

(a)

Credit risk (Continued)

In respect of trade and other receivables, individual
credit evaluations are performed on all customers
requiring credit over a certain amount. These
evaluations focus on the customers’ past history of
making payments when due and current ability to
pay, and take into account information specific to
the customers as well as pertaining to the economic
environment in which the customers operate. Normally,
the Group does not obtain collateral from customers.
The Group's exposure to credit risk is influenced mainly
by the individual characteristics of each customer. The
default risk of the industry in which customers operate
also has an influence on credit risk but to a lesser
extent. As at 31 December 2012, the Group has a
certain concentration of credit risk as 43% (2011: 40%)
and 93% (2011: 77%) of total receivables was due from
the Group's largest trade debtor and the three largest
trade debtors respectively.

The credit risk of the Group’s other financial assets,
which comprise pledged bank deposits and cash and
cash equivalents, is also limited because almost all the
Group's cash and cash equivalents are deposited with
major banks located in Hong Kong and the PRC.

As the Group trades only with recognised and
creditworthy counterparties, there is no requirement for
collateral.

The credit policies have been followed by the Group
since prior years and are considered to have been
effective in limiting the Group's exposure to credit risk
to a desirable level.

As at 31 December 2012, the maximum exposure to

credit risk in respect of financial guarantees issued by

the Group was HK$16,605,000 (2011: HK$16,470,000)

which represented the maximum amount the Group

could be required to pay if the guarantees were called
n (note 44).
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FOHRMBEERETERESEL
BERPHgETENEEN G HE
FHEERHEEFPUEIBG 2R
LB RRBENES X EE
B P RER B R 5 P AR B
REMNER - —RKRM 5 AKEL
BEREPRBEMA R AREESH
ZEERBRIBZRERL ZENE
MTE -BPRETEZEGRR
NHEERBRETE HEREM-
RZFB-——F+-_A=+—HB &
SEEEPEERRERFAAE
43% (=T ——%:40% ) K93%
(Z2——%F:77%)  HH5lkE
AEEBZGAEZERAR=ZEZEX
BHERA

AEBEZMBERE RS FEREB
BRI 2 ENEERTEZEE
RIT BAKBEMPBEE (2
BEERRTERERASIRES
BEERB)ZEERBRITER-

HRAEE R RERT RIEBRIF

ZHFERETRG WBAEKR-

REERBAEFEEHTEER
FAEERREEBEE AR
1A B 7 = E R RO = IR 80K
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40.

FINANCIAL RISK MANAGEMENT (continued)

(b)

Foreign currency risk

The sales and purchases of the Group are predominantly
in US$, RMB and HK$. Exposures to currency exchange
rates arise from certain of the Group’s cash and bank
balances, other receivables and other payables which
are denominated in US$ and RMB respectively. The
Group does not use derivative financial instruments
to hedge its foreign currency risk. The Group reviews
its foreign currency exposures regularly and does not
consider its foreign exchange risk to be significant.

The following table details the Group’s exposure at the
reporting date to foreign currency risk from the above
stated items denominated in a currency other than the
functional currency of relevant group companies.

40.

BRERERE &)

(b)

S BE L B

AEBZEERGEIRNUET A
RERABITIIE-IMERBRRE AR
SEDFINETRAREIIEZE
TR MRITHET  EM KA
Ko B Al AN 5RO » AR S (B3 K58
PTAE B T RS EIME @R - A
S EE Bt HMNERRR - WR R
HOMNER R TAEAX -

TREANNHE R HAAREE LR
BREBEB AR 2NEEE U
ZEBIEZINERER -

2012 2011
HK$'000 HK$'000
—E-C-F —T——F
FET FHT
Cash and cash equivalents BRETIEZReRESSMEER
denominated in US$ 435 432

By assessing foreign currency risk on other receivables
and payables, the effect arising from a reasonably
possible change in the exchange rates of HK$ against
US$ and RMB in the next twelve months was not
material to the loss for the year and accumulated losses
at each of the reporting date, on the basis that all other
variables remain constant.
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40. FINANCIAL RISK MANAGEMENT (continued)

(c)

Interest rate risk

The Group’s exposure to interest rate risk for changes
in interest rates relates primarily to the Group’s floating
interest rate borrowings. The Group has not used any
derivative contracts to hedge its exposure to interest
rate risk. However, management monitors interest rate
exposure and will consider hedging significant interest
rate exposure should the need arise.

Sensitivity analysis

The Group is exposed to changes in market interest
rates through its cash at banks, and bank borrowings,
which are subject to variable interest rates.

The following table indicates the approximate change
in the Group's loss after income tax and accumulated
losses in response to reasonably possible changes in
the interest rate, to which the Group has significant
exposure at the reporting date.

40. BERAKRERE (&)

(c)

M RE R

RE B R M) R BB FTARSE 2 R KA
BREIREAEEZFEERERH-
AREBE I ARERERITES L E
HAREER- A BEEH A =X
R TE R TRFEERZEY
HEAMERR -

BBEDH

REE Y RTHE S RBTEIAT
RIFI% a8, - B T B 3 o
B ER -

TRINBAEE Z RIS HILER
NRFERERMESEEE
(AEBERRE BRRRERER)
MELXZHNES-

2012 2011

—E-Cf —T——F
Effect on Effect on
loss after loss after
Increase/ income tax and Increase/ income tax and
(decrease) in accumulated (decrease) in accumulated
interest rate losses interest rate losses
HK$°000 HK$'000
HIRFEH % HERAEHE
BER i K &%
MEEHR/ RitE#B Fl= LA/ REtE#E
(T B2) ZRE (B a2
FTERT FHET
Cash at banks RITRE 0.1% 51 0.1% 70
Cash at banks RITHRE (0.1%) (51) (0.1%) (70)
Bank borrowings RITIE K - - 0.1% (9)
Bank borrowings RITIE K = = (0.1%) 9
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40.

(c)

(d)

(e)

FINANCIAL RISK MANAGEMENT (continued)

Interest rate risk (Continued)
Sensitivity analysis (Continued)

The sensitivity analysis above is determined assuming
that the change in interest rate had occurred at the
reporting date and had been applied to the exposure to
interest rate risk for non-derivative financial instruments
in existence at that date. The 0.1% increase/decrease
represents management’s assessment of a reasonably
possible change in interest rates over the period
until the next annual reporting date. The analysis is
performed on the same basis for 2011.

Fair values

The fair values of the Group's current financial assets
and liabilities are not materially different from their
carrying amount because of the immediate or short-
term maturity. The fair values of non-current liabilities
were not disclosed because their carrying value is not
materially different from their fair value.

Liquidity risk

Liquidity risk relates to the risk that the Group will not
able to meet its obligations associated with its financial
liabilities that are settled by delivering cash or another
financial asset. The Group is exposed to liquidity risk in
respect of settlement of its financial obligations, and
also in respect of its cash flow management.

The Group maintains a level of cash and cash
equivalents assessed as adequate by management
to finance the Group’s operations and mitigate the
effects of fluctuations in cash flows. The Group relies
on internally generated funding and borrowings as
significant sources of liquidity.

40.

BRERERE &)
() FEE &)
BB ES I ()

(d)

(e)
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40. FINANCIAL RISK MANAGEMENT (cContinued) 40. B ERER (&)

(e) Liquidity risk (Continued) (e) ARBHELEBR (&)
The maturity profile of the Group’s and the Company's REERARRRBES L MEHEAER
financial liabilities as at the reporting dates, based RERHEEH Y BaERHA
on the contractual undiscounted payments, were as BRI
follows:

Group r5E

Trade payables ERE SRR

Other payables and accruals — E A JE S ZE K
JEEHFIE

Amounts due to non- FERT SRR RR AR R IR

controlling shareholder
Other borrowings HifEm
Convertible bonds ARRESR

Issued financial quarantee  EETHBERAL:

contract:
Maximum amount BERGSNE
quaranteed (note 44) GEZY
2011
—F—F
Group A&EE Total
contractual Within
Carrying undiscounted 6 months or 6 to 1to
amount cash flow on demand 12 months 5 years
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
SHLERR  KEAURK
FEE Bensges ®BZk  AE+Z{AA —ZhF
FHx THx FET FHER FET
Trade payables EREZRE 12,017 12,017 12,017 - -
Other payables and accruals ~ E A B ZB R
JE 55U 147,230 130,596 130,596 - -
Amounts due to non- R SRR R R IR
controlling shareholder 12,475 13,834 - 4,074 9,760
Bank borrowings RITIEN 12,200 12,313 12,313 - -
Other borrowings Hi g0 115,848 129,184 2,196 - 126,988
Promissory notes £ 28,707 30,900 - - 30,900
Convertible bonds AR E 5 14,484 15,701 - 15,287 414
342,961 344,545 157,122 19,361 168,062
Issued financial guarantee  BEITHBERAL:
contract:
Maximum amount BERESIE
guaranteed (note 44) GEZYY - 16,470 16,470 - -
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40. FINANCIAL RISK MANAGEMENT (cContinued) 40. B RARERE (&)

(e) Liquidity risk (Continued) (e) RBELEBR (&)

Company NG|

Other payables and accruals b < 08
JEEH A

Convertible bonds AR ES

Amounts due to a subsidiary  fES — M E 2 A 5UE

2011
“E—F
Company Y /N Total
contractual Within
Carrying undiscounted 6 months or 6 to 1to
amount cash flow on demand 12 months 5 years
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AHMEELT AEAUAR
REE ReMELE REKR ~NETZEAR —ZRF
TET TER THT TER FET
Other payables and accruals — E fth &1 3008 &
JE&H 78 922 922 922 - -
Convertible bonds ABRES 14,484 15,701 - 15,287 414

Amounts due to a subsidiary &S — M B2 A FE 23,696 23,696 23,696 - -

39,102 40,319 24,618 15,287 414
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40. FINANCIAL RISK MANAGEMENT (continued) ~ 40. Bt iR EIE (a)
(f) Summary of financial assets and (f) B2BEEHS»Z2HMBEEER
liabilities by category EEHE

REBR-_Z—Z—FRZZT——F
TZAST—HERZHBEER
BEFEEISNT -FHHHET
BEpumfwEHEEste R
3(p) B3z fERE o

The carrying amounts of the Group's financial assets
and liabilities as recognised as at 31 December 2012
and 2011 are categorised as follows. See notes 3(p)
and 3(t) for explanations about how the categorisation
of financial instruments affects their subsequent

measurement.
Group Company
rEE FNYNE|
2012 2011 2012 2011
HK$'000 HK$'000 HK$'000 HK$'000
—E-ZF —T——F —B-ZF —T——F
FER FHET TR FHET
Financial assets MEEE
Loans and receivables ER K EWHE
— Cash at banks and in hand  —$E1T&FENFHERE 70,045 97,325 1,408 4,788
- Pledged bank deposits - BEEARTER 995 976 - -
— Trade receivables —EWE HERE 52,564 31,326 = -
— Other receivables *ﬁﬁtfgﬂﬁlm 42,932 36,117 = -
— Indemnification assets WMEEE - 14,040 = -
— Due from subsidiaries —ﬁ%”ﬁlﬁﬁ%@ﬁjﬂ’lﬁ - - 1,591,645 1,600,089
166,536 179,784 | 1,593,053 | 1,604,877
Group Company
AEE PN
2012 2011 2012 2011
HK$'000 HK$'000 HK$'000 HK$'000
—B-—F —T——fF —Z-—f —E-—fF
FER FHET Fix FAT
Financial liabilities MEasE
Current ik
Trade payables [ERTE 5 8R1E 20,479 12,017 - -
Other payables and accruals ~ H A ER 3 IE&J?#M 125,309 130,596 2,039 922
Amount due to JE FE4E R IR SR AR
non-controlling shareholder - 4,074 - -
Bank borrowings RITER - 12,200 - -
Other borrowings HinfE®R 37,514 2,196 = -
Convertible bonds AR ES 394 14,129 394 14,129
Non-current Bk
Amounts due to B FEFRAR AR R AR IB
non-controlling shareholder 4,652 8,401 - -
Amounts due to a subsidiary  JE —F&H B2 F B - - 26,929 23,696
Other borrowings Hin R 116,686 113,652 = -
Promissory notes rE = 28,707 = -
Convertible bonds AR RkES - 355 - 355
305,034 326,327 29,362 39,102
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41. CAPITAL MANAGEMENT 41. EXER
The Group's objectives when managing capital are: AEEZERERBERR:
(a) To safeguard the Group's ability to continue as a going (a) REAEEGR NEEFAZER
concern, so that it continues to provide returns and ENR B AR R E R & F

o

benefits for stakeholders;

(b) To support the Group's stability and growth; and (b) TEHEAERRBFEENER X
() To provide capital for the purpose of strengthening the () BAEBREEAUNZEERKRE
Group's risk management capability. BEe T

The Group actively and reqgularly reviews and manages its AEBTHEGRIMEEHEEARSE
capital structure to ensure optimal capital structure and B RREAZEBLREEDRES&E
shareholder returns, taking into consideration the future capital MR- EREZHAFEAEERKREALAF
requirements of the Group. The Group currently does not adopt ko B AT ANEEYWEEATMAERXKRS
any formal dividend policy. Management regards total equity BER-REABTEREMNME BEEHE
less equity component of convertible bonds as capital, for R R BRREFERDDRIEER
capital management purpose. The amount of capital as at 31 RZE—ZF+ZA=+—HBZ2EXS
December 2012 amounted to approximately HK$1,486,366,000 BH4)51,486,366,0008 70 (Z & ——4F ¢
(2011: HK$1,571,099,000), which management considers as 1,571,099,000% 7T ) - &£ & BB & RN FH
optimal having considered the projected capital expenditures X RBAREEEKS BRERREH
and the forecast strategic investment opportunities. SO EHEKTF-

HRERREERERAT « — T ——F4®| 159



NOTES TO THE FINANCIAL STATEMENTS

B R

For the year ended 31 December 2012 HE—_ZT——F+_A=1+—HBILFE

42. LITIGATIONS

(a)

Capital contribution to IMFSMI

The Group's subsidiary, namely IMFSMI was established
since 2007 and its capital had not yet been fully paid up
since then. IMFSMI (acted under the legal representative
and the director of IMFSMI, Ms Leung) required its
immediate holding company, namely HKFSMIH to make
capital contribution of HK$30 million to IMFSMI (the
“Capital Contribution”), in accordance with IMFSMI’s
articles of association. In September 2009, IMFSMI
acted as plaintiff and undertook legal action against
HKFSMIH for the Capital Contribution. In March 2010,
the Company’s PRC counsel replied to the court in Inner
Mongolia that

(i) The plaintiff (i.e. IMFSMI) does not possess the
litigation capacity as the business license of
IMFSMI had already expired on 30 April 2009.

(ii) The plaintiff does not have any rights to
undertake the litigation as there are no laws
in the PRC to enable a company to sue its
equity holders who have not made their capital
contribution.

(iii) The certificate of approval for IMFSMI was invalid
and the 2009 annual statutory examination in
the PRC had not been fulfilled.

(iv) After taking into account the above

considerations, the PRC counsel advised that

the business license of IMFSMI should be firstly
cancelled. As such, the Capital Contribution may
not be necessary.

The court in Inner Mongolia had dismissed the litigation
in April 2010 and subsequently the plaintiff appealed
In February 2011,
received a letter from the court in Inner Mongolia that
IMFSMI has withdrawn the litigation.

against the decision. the Group
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42.

LITIGATIONS (continued)

(a)

(b)

Capital contribution to IMFSMI
(Continued)

In February 2012, the Group filed a writ to the
Intermediate People’s Court in Xining City, Qinghai
Province (the “Qinghai Court”) against Yuen Xian
Company and QHFSMI for the request to invalidite the
transfer of the exploration licence from QHFSMI to Yuen
Xian Company at a consideration of RMB8,000,000
("Transfer Agreement”) and return the exploration
licence to QHFSMI. On 31 December 2012, the Qinghai
Court issued an order (the “Qinghai Court Order”) that
the Transfer Agreement was invalid. In January 2013,
Ms Leung lodged an appeal to the Qinghai Court,
the Qinghai Court has accepted the appeal and legal
proceedings will be proceeded in due course.

The Group has sought legal opinion in respect of the
writ and the Qinghai Court Order. The legal advisor
opined that the Transfer Agreement was invalid and the
Group should reserve its civil compensation rights. In the
opinion of the directors, the aforesaid legal proceedings
will have no material impact on the financial position
and operations of the Group as QHFSMI had been de-
consolidated since 2010.

Tarim Basin

In September 2009, an independent party (the
“Plaintiff”) undertook a legal action against and filed
a claim to a group of three parties. These three parties
are referred to as the “First Defendant”, the “Second
Defendant” (i.e. China Era) and the “Third Defendant”
(Collectively referred to as the “Defendants”). The First
Defendant was an ex-director of China Era and the Third
Defendant was a related company of First Defendant as
the First Defendant was a director of both China Era and
the Third Defendant at that time.
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42. LITIGATIONS (continued)

(b)

Tarim Basin (Continued)

Based on the statement of claims, the Plaintiff alleged
that China Era entered into an agreement in May
2007 with the Plaintiff relating to a production sharing
agreement for an exploration and exploitation project
that related to an oilfield located at the North and
South Kashi Blocks on Tarim Basin in Xinjiang, the
PRC. The Plaintiff further alleged that a tender was
submitted in June 2007 for the North and South Kashi
Blocks on Tarim Basin (the “Tender”) but was rejected
by PetroChina Company Limited for political reason
only. The contract for the North Kashi Block on Tarim
Basin was subsequently awarded to the Third Defendant
in December 2008 (the “Kashi Contract”). The
Plaintiff alleged that the Tender contained confidential
information beneficially belonging to the Plaintiff which
was disclosed by China Era to the Third Defendant
to secure the Kashi Contract to the exclusion of the
Plaintiff, in breach of its duty of confidence and/or
fiduciary duties owed to the Plaintiff.

The Defendants filed defence on 14 December 2009
where the Defendants denied the claim made by the
Plaintiff.

Had the Defendants lost the legal claim, based on the
advices of the legal representatives of the Defendants
in November 2009, January 2010 and December 2010,
the amount to be claimed by the Plaintiff would be
determined with reference to the amount that would
have been charged by a consultant who could secure
the same information in relation to the Kashi Contract.
Accordingly, the legal representatives of the Defendants
advised China Era that the amount to be claimed was no
more than HK$5,000,000. There was undertaking of the
indemnification of the litigation by the vendor of China
International Energy. Accordingly, the indemnification
assets of HK$5,000,000 and the provision for legal
claims of HK$5,000,000 was provided in the financial
statements for the year ended 31 December 2010.
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43,

LITIGATIONS (continued)
(b) Tarim Basin (Continued)

On 20 December 2011, the Plaintiff and the Defendants
entered into a settlement agreement in which the
Defendants agreed to pay a settlement sum of
US$1,800,000 (approximately HK$14,040,000) to the
Plaintiff and the Plaintiff agreed to discontinue the claim
by filing a consent order to the Court after receiving the
settlement sum. Accordingly, the indemnification assets
of HK$14,040,000 and the provision for legal claims of
HK$14,040,000 had been provided for in the financial
statements for the year ended 31 December 2011.

On 4 January 2012, the Plaintiff has filed the
consent order with the Defendants’ consent to the
Court and the legal claims of HK$14,040,000 have
been fully settled and the indemnification assets of
HK$14,040,000 have been released accordingly.

MATERIAL NON-CASH TRANSACTIONS

For the year ended 31 December 2012, 3,985,827,000 (2011:
20,079,000) new ordinary shares in aggregate were issued
at the conversion price of HK$0.508 (2011: HK$0.508) (as
adjusted) per share to the bond holders upon the conversion
of CB1 and at the conversion price of HK$0.08 (2011: HK$Nil)
per share to the bond holders upon the conversion of CB6. As a
result, there was an increase in share capital and share premium
of HK$39,858,000 (2011: HK$201,000) and HK$190,433,000
(2011: HK$12,811,000) respectively.

For the year ended 31 December 2012, the Group disposed
of certain property, plant and equipment with sale proceeds
of HK$1,182,000 (2011: HK$Nil) which were credit to trade
receivable of HK$106,000, trade payable of HK$237,000 (2011:
HK$Nil), other payable of HK$229,000 (2011: HK$Nil) and
amounts due to non-controlling shareholder of HK$610,000
(2011: HK$Nil) respectively.

For the year ended 31 December 2012, the Group settled
promissory notes with a principal amount of HK$30,000,000
(2011: HK$Nil) by entering into a new borrowing with
the promissory notes holder for a principal amount of
HK$20,000,000 (2011: HKS$Nil) and crediting the remaining
balance of HK$10,000,000 (2011: HK$Nil) to other
receivable whilst the accrued interest on promissory notes of
HK$1,225,000 (2011: HK$Nil) was credited to other payable
accordingly.
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43,

44,

45.

MATERIAL NON-CASH TRANSACTIONS
(Continued)

For the year ended 31 December 2011, the Group entered
into the assignments of borrowings agreements with one of
the non-controlling shareholders and the lenders. Both parties
agreed that the bank and other borrowings amounting to
HK$15,738,000 in aggregate were unconditionally assigned
from the Group to this non-controlling shareholder. Amounts
of HK$9,443,000 and HK$6,295,000 were credited to capital
reserve and non-controlling interests in equity respectively.

FINANCIAL GUARANTEE CONTRACT

In relation to the share purchase agreement dated 5 November
2009 for the acquisition of Sunlight Rise, the directors of the
Company was informed in January 2013 that Shanxi Zhong Kai
Group Lingshi has given guarantee to a bank in relation to a
loan borrowed by a company named (E#F mimI TEHRA
A]) (in English, for identification purpose only, Jinzhong City
Ruiwang Industrial and Trading Company Limited), with the
principal amount of RMB13,500,000 for the period from 23
March 2009 to 22 March 2014 and the guarantee period from
23 March 2009 to 15 March 2017. The guarantee continues
to be effective up to the date of this report. In the opinion of
the directors, it is in breach to the clause of the share purchase
agreement whereby the vendor, Maycrown Capital Limited
(“Maycrown"”), has warranted that except as disclosed to the
Group, no other obligations or liabilities (actual or contingent)
of the acquired companies owing to any other party at the time
of completion of the acquisition.

The Group has sought legal opinion in respect of the breach.
The legal advisor opined that the guarantee given to a bank
constituted to a potential breach of the share purchase
agreement and the directors consider to seek counsel opinion
for further advice. As at 31 December 2011 and 2012, no
provision for the Group’s obligation under the guarantee
contract has been made as the directors of the Company
consider that the probability for the repayment of any loan
or interest would be in default is remote and the fair value of
financial guarantee is estimated as minimal.

NON-ADJUSTING EVENT AFTER THE
REPORTING PERIOD

Up to the date of this report, the Group has not yet settled
other borrowings of HK$37,514,000 as at 31 December
2012, which is repayable on or before 31 January 2013, to
Maycrown (note 29). Due to the negotiation undergoing with
Maycrown in respect of the financial guarantee contract as
mentioned in note 44 to the financial statements, the directors
of the Company consider it as a non-adjusting event after the
reporting period.
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