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I would like to present to the shareholders the audited consolidated
results of Hoifu Energy Group Limited (the “Company”) together with
its subsidiaries (the “Group”) for the year ended 31 December 2013.

For the year ended 31 December 2013, loss attributable to owners of
the Company amounted to approximately HK$21,471,000
(2012: HK$21,265,000) equivalent to loss per share HK$0.0147
(2012: HK$(0.0281)).

2013 is a year of change to the Group and new management had
been appointed by the end of 2012. During the year under review,
the Group had recorded a huge increase in revenue, from
approximately HK$18.97 million in 2012 to approximately HK$562.89
million. Demonstrably, the new management had made a positive
impact to the Group's performance and successfully broadened the
Group's business mix into the trading of petrochemicals and natural
resources. Other than that, the Group had made a series of other
acquisitions, business rationalization and diversification to expand its
business scope, especially in the area of exploration and exploitation
of natural resources, oil and gas, and production of petrochemicals
S0 as logistics, trading and storage of petrochemicals in order to
further improve its profitability.

Looking forward, the Group expects the business in the newly
acquired divisions to be promising. The Group aims to develop
African and the PRC markets in oil and gas, petrochemical
production as well as mineral mining. At the same time, the Group
will continue to explore other business opportunities to diversify and
enhance its product range in order to capture new opportunities in
Africa and the PRC. We believe that the Group will achieve better
results and hence optimize return for shareholders.
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I ' would like to express my gratitude to all shareholders, customers,
suppliers and business partners for supporting the Group over the
years and contributing to the Group’s healthy development. In
appreciation of your support, we will remain committed to moving
our business forward to achieve even greater success in the future.

For and on behalf of the Board
Dr. Hui Chi Ming, G.B.S., J.P.
Chairman

28 March 2014
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RESULTS

During the year ended 31 December 2013, the total revenue for the
Group was approximately HK$562,886,000 (2012: HK$18,974,000).
Loss attributable to owners of the Company was approximately
HK$21,471,000 (2012: HK$21,265,000). The significant increase in
overall revenue was mainly attributable to new trading business for
sales of natural resources and petrochemicals which brought
additional revenue to the Company in the current year, with trading
revenue amounting to HK$537,326,000 (2012: Nil). Revenue of
HK$25,560,000 (2012: HK$18,974,000) was generated from financial
business, the improvement in revenue was mainly resulted from the
great market volatility which provided opportunities for investors,
leading to increase in relevant commission and brokerage income
compared with the prior year.

PETROCHEMICAL BUSINESS

On 15 December 2013, the Group entered into an agreement to
acquire 65% equity interest in Beibuwan Yuchai Energy Chemical
Co., Ltd. ("Beibuwan Energy”). The acquisition was completed on 7
March 2014.

Beibuwan Energy has planned to construct an olefins and aromatics
manufacturing plant with annual production capacity of 2 million
tones at Qinzhou Petrochemical Industrial Park, Qinzhou Port,
Guangxi with total area of approximately 2,100 mu, of which 1,873
mu will be used for production while the remaining area will be used
for storage. The manufacturing plant shall have 10 heavy oil
processing equipments for residue hydro-treating, heavy oil catalytic
and gas fractionation etc. and 7 chemical processing equipments for
production of styrene, polypropylene, methyl methacrylate,
poly(methyl methacrylate), isopropanol, k-resin etc.
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PETROCHEMICAL BUSINESS (Continued)

The Directors consider that the Acquisition is in line with the strategic
development of the Group and can bring long-term and strategic
benefits to the Company. The Directors expect that the acquisition of
Beibuwan Energy shall have synergy effect with the Group’s
proposed investments in other petrochemical projects in Guangxi.
Together with the complimentary advantages of having large-scale
petrochemical projects of China National Petroleum Corporation,
and preferential policies for China-ASEAN Free Trade Area, in
Qinzhou, Guangxi, it is believed that the acquisition of Beibuwan
Energy shall lay a solid foundation and good operating conditions for
the Group's long-term development of petrochemical business in
Guangxi.

Furthermore, the Directors believe that the acquisition will broaden
the Group's income source in the future and facilitate the further
cooperation with Yuchai Machinery. Being a shareholder holding
35% equity interest of Beibuwan Energy, Yuchai Machinery has
strong financial strength. Yuchai Machinery and its subsidiaries
(collectively, the “Yuchai Machinery Group”) is the largest
independent diesel engine manufacturer in the PRC which generates
annual revenue of over RMB40 billion and annual engine sales
volume of 550,000 units. Yuchai Machinery Group manufactures a
variety of heavy-duty petroleum, diesel and natural gas engines for
use in vehicles, ships, construction machinery, agricultural
machinery and electricity generating equipment. It has production
bases in various areas, such as Fujian, Jiangsu, Anhui and Shandong.
It also has an extensive sales and services network comprising over
20,000 employees, 45 domestic and overseas offices, 3,000 service
outlets, 95 overseas services agents and over 4,500 sales outlets for
parts. Apart from sales in the PRC, products of Yuchai Machinery
Group also reach out to Asia, Europe, America, Africa and Oceania
with products sold to over 180 countries and regions.
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OIL AND GAS BUSINESS
Madagascar Project

On 28 June 2013, Hoifu Group Investment Limited, a wholly-owned
subsidiary of the Company, entered into the Agreement with
Gloryview Holdings Limited, a company beneficially wholly-owned by
Dr. Hui Chi Ming, the chairman and an executive director of the
Company. Madagascar Northern Petroleum Company Limited owns
100% of the exploration, exploitation and operation rights as well as
the profit sharing right of Madagascar Qilfield Block 2101. The
acquisition was completed on 22 July 2013.

On 12 October 2006, Madagascar Northern Petroleum Company
Limited entered into the Exploration, Exploitation and Qil and Gas
Production Sharing Contract (the “Profit Sharing Right”) with the
National Office for Mining and Strategic Industries (“OMNIS”), in
respect of Madagascar Qilfield Block 2101, an onshore site with total
area of 10,400 square kilometers in the northern part of Madagascar.
Madagascar Northern Petroleum Company Limited owns 100% of
the exploration, exploitation and operations rights as well as the
Profit Sharing Right of Madagascar Qilfield Block 2101. Pursuant to
the Exploration, Exploitation and Oil and Gas Production Sharing
Contract and depending on the rate of liquid petroleum production
of Madagascar OQilfield Block 2101, Madagascar Northern Petroleum
Company Limited will share the remaining petroleum profit after
government royalty and recovery of petroleum costs according to
the sharing ratios in the range of 40% to 72.5% as set out in the Profit
Sharing Right.
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OIL AND GAS BUSINESS (Continued)
Tunisia Project

On 17 December 2012, the Group entered into an acquisition
agreement to acquire the entire share capital of China Oil Resources
Company Limited and its subsidiary which is principally engaged in
the operating of exploration and exploitation of oil and gas in Tunisia.
Through PetroAsian Tunisia, China Oil Resources Company Limited
and its subsidiary has 78.03% Participating Interests and 81.03%
Paying Interests in the Ksar Hadada Permit, which was granted by
the Government of Tunisia in relation to the operating interests in the
exploration and exploitation of oil and gas in five identified oil
prospects with a total area of approximately 2,252 square kilometers
in Ksar Hadada, which lies onshore in southeast Tunisia. Upon
completion of the acquisition on 2 April 2013, the Group has obtained
the above exploration and exploitation rights and the exploration and
evaluation assets approximately equivalent to HK$6,013,000.

Pursuant to the production sharing contract dated 20 December
2003 ("PSC") in relation to the exploration and exploitation of oil and
gas in the area under the Ksar Hadada Permit, the Group, among
other PSC operators, is entitled to recover up to 45% of the oil
production and 55% of the gas production for their expenditures per
annum. Depending on the rate of oil and gas production, the PSC
contractors will share the remaining oil and gas according to the
sharing ratios in the range of 17.5% to 40% for the profit oil and in
the range of 20% to 45% for the profit gas as set out in the PSC.

Egypt Project

Regarding the Egypt oil and gas exploration business, the Group has
drilled three wells in Block 2 and has found high level of gas and
existence of crude oil in the southern part of the block. All the
financial obligations required under the eight-year concession
agreement in relation to the West Esh EI Mallaha (the “WEEM") area
were met but the Group is obliged to drill four more wells by
September 2014. Given the continual unrest in Egypt, the Group has
decided to withhold further investment in Egypt but will choose an
appropriate time to further invest.

Due to the fact that the Group has put the further investment on
hold, the concession right of WEEM area will expire in March 2014.
The Group will submit further application to the relevant authority in
Egypt for the extension of the aforesaid concession right. The Group
will make further announcement as and when appropriate to keep
the existing and potential shareholders informed of the material
developments in this matter.
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MINERAL MINING BUSINESS

On 1 August 2013, Hoifu Mineral Resources Holdings Limited, a
wholly-owned subsidiary of the Company, entered into an acquisition
agreement with, among others, Mr. Li Rong Jia for the acquisition of
the Sale Shares, which represent 60% equity interest in Zhen Hua
Company Limited. The acquisition was completed on 26 August
2013.

Zhen Hua Company Limited owns 100% interest in Kenya Mine 253
and Kenya Mine 341. Zhen Hua Company Limited is a company
incorporated in Kenya with limited liability on 5 October 2005 and is
principally engaged in the exploration, exploitation and production of
minerals. It owns 100% interest in the rights granted under the
Licence 253 in respect of Kenya Mine 253, an area of approximately
1,056 square kilometers situated in Kitui District Eastern Province,
Kenya, and the Licence 341 in respect of Kenya Mine 341, an area of
approximately 417 square kilometers situated in Nandi County,
Kenya. As at the date of the Acquisition Agreement, Zhen Hua
Company Limited was owned as to 65% by Mr. Li Rong lJia and 35%
by one local person in Kenya, who are third parties independent of
the Company and connected persons of the Company.

On 15 April 2011, the Commissioner granted the Licence 253 to the
Zhen Hua Company Limited. Pursuant to the Licence 253 and
relevant provisions of the Mining Act of Kenya, Zhen Hua Company
Limited is authorized to prospect, explore and mine industrial
minerals (including but not limited to copper) in Kenya Mine 253 for a
term of one year from 15 April 2011, subject to approval by the
Commissioner for renewal. The Licence 253 has been renewed
annually by Zhen Hua Company Limited and the latest expiry date is
14 April 2014.

On 3 January 2013, the Commissioner granted the Licence 341 to
Zhen Hua Company Limited for prospecting and exploration of gold,
iron ore and non-precious minerals in Kenya Mine 341 for a term of
two years from 3 January 2013, subject to approval by the
Commissioner for renewal.

After the implementation of the exploration works organized by Zhen
Hua Company Limited, it was discovered that there is a large volume
of ore zone in Kenya Mine 253 which has a promising copper
content. Zhen Hua Company Limited has obtained certain ore from
Kenya Mine 253 and such ore has a copper content of 5.29%. Zhen
Hua Company Limited has already sold 60 tons of the ore to a
corporation in China. The acquisition was completed on 26 August
2013.
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FINANCIAL BUSINESS

The revenue of financial business of the Group generated from
securities, futures and options broking business, underwriting
commission, advisory for financial management business and
interest income from securities margin loan portfolio.

Improvement in overall revenue was mainly attributable to increase
in commission and brokerage income, and interest income from
securities margin loan. The major reason was due to the great
market volatility which provided some trading opportunities for
investors and the division performance registered slight
improvement especially when the rebound emerged in the second
half year as more retail investors participated in trading of internet
and gambling stocks as well newly listed stocks.

The increase in revenue from provision of advisory and consultancy
service was not only attributable to effective cooperation with our
long term business partners but also attributable to the continued
growth of client base. In terms of corporate finance business, while
maintaining the stable growth of business from our existing clients,
the division continued to further enhance its business operations in
order to provide premium services to our customers and boost
customer satisfaction. The division is also actively devoting additional
effort in rainmaking to enlarge the customer base.

OTHER BUSINESS

Other than the aforesaid acquisitions, the Group has made a series
of other acquisitions, business rationalization and diversification
from 2013 on to expand its business scope, especially in the areas of
logistics, trading, storage and production of petrochemicals so as to
further improve its profitability.
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ACQUISITION AFTER THE END OF THE
REPORTING PERIOD

On 12 January 2014, the Group entered into the Agreement with,
among others, Guangdong Weijing, Shanghai Dianjin and Zhuji Jingshi
to acquire 70% of the equity interest in Guangxi Yuchai
Petrochemical Co., Ltd. for a total consideration of RMB98.0 million
(equivalent to approximately HK$125.4 million), which will be satisfied
by payment of cash upon completion of Acquisition.

Guangxi Yuchai Petrochemical Co., Ltd. was established under the
laws of PRC as a limited liability company in 2008 with principal
activities of manufacturing and sale of hydrocarbon gas, liquefied
petroleum gas, solvent oil, aromatic hydrocarbons and petroleum
products. Guangxi Yuchai Petrochemical Co., Ltd. has a wholly-
owned subsidiary, namely Qinzhou Yuchai Petrochemical Trading
Co., Ltd., a company established under the laws of the PRC in 2010
and is principally engaged in the business of sale of lubricants and
metal materials as well as import and export of merchandises and
technologies.

LIQUIDITY, FINANCIAL RESOURCES AND
FUNDING

As at 31 December 2013, the Group had shareholders’ funds of
approximately HK$262,820,000 (2012: HK$219,041,000). The net
current assets of the Group were HK$243,189,000 (2012:
HK$212,199,000), which consisted of current assets of
HK$430,628,000 (2012: HK$391,311,000) and current liabilities of
HK$187,439,000 (2012: HK$179,112,000), representing a current ratio
of approximately 2.30 (31 December 2012: 2.18).

The Group's capital expenditure, daily operations and investment are
mainly funded by cash generated from its operations, loan from
financial institutions, and equity financing. During the period, the
Group obtained short-term bank borrowings which is mainly
facilitating the margin to client for the application of Initial Public
Offering and daily operations and investments. As at 31 December
2013, the Group has cash and cash equivalent (excluding the pledged
fixed deposits of general accounts) of HK$177,839,000 (31 December
2012: HK$215,885,000).

As at 31 December 2013, the Group’s gearing ratio, expressed as a
percentage of total borrowings (including bank loans and overdrafts)
over shareholders’ funds, was at a level of nil (31 December 2012:
4.3).
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CONTINGENT LIABILITIES

The Company has given guarantee to bank in respect of the
securities margin financing facilities granted to subsidiary. As at 31
December 2013, nil (31 December 2012: HK$5,557,000) of such
facilities was utilised by the subsidiary to facilities daily operation.

CHARGE ON ASSETS

The Group held banking facilities from various banks as at 31
December 2013. The Group's banking facilities were secured by
guarantees given by the Group’s bank deposits, margin clients’ listed
securities and the Company.

As at 31 December 2013, bank deposits amounting to approximately
HK$7,543,000 was pledged to secure banking facilities granted to a
subsidiary and no margin clients’ listed securities were pledged.

As at 31 December 2012, bank deposits amounting to approximately
HK$7,530,000 was pledged to secure banking facilities granted to a
subsidiary and listed securities held by margin clients with market
value amounting to approximately HK$12,392,000 were pledged to
secure banking facilities granted to a subsidiary.

CAPITAL STRUCTURE

As at 31 December 2013, the total number of issued ordinary shares
of the Company was 1,488,104,000 of HK$0.10 each (2012:
1,456,844,000 shares of HK$0.10 each).

HUMAN RESOURCES

As at 31 December 2013, the Group employed a total of 105 staff
(2012: 65) of which 27 were commission based (2012: 28) and the
total related staff cost amounted to HK$28,438,000 (2012:
HK$13,926,000). The Group's long term success rests primarily on
the total integration of the company core value with the basic staff
interest. In order to attract and retain high caliber staff, the Group
provides competitive salary package and other benefits including
mandatory provident fund, medical schemes and bonus. The future
staff costs of the sales will be more directly linked to the
performance of business turnover and profit. The Group maintained
organic overhead expenses to support the basic operation and
dynamic expansion of its business enabling the Group to respond
flexibly with the changes of business environment.
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FINAL DIVIDEND

The Board does not recommend payment of any final dividend for
the year ended 31 December 2013 (2012: Nil).

CORPORATE GOVERNANCE

The Company has complied with the code provisions as set out in
the Code on Corporate Governance Practices contained in Appendix
14 of the Listing Rules throughout the financial year 2013, except that
the Chairman and the Managing Director who are appointed for a
term of 3 years respectively are not subject to rotation or taken into
account in determining the number of directors to retire in each
annual general meeting in accordance with the Bye-Laws of the
Company. This constitutes a deviation from code provision A.4.2. of
the Code. As continuation is a key factor to the successful
implementation of any long-term business plans, the Board believes
that the roles of Chairman and Managing Director provides the
Group with strong and consistent leadership and allow more
effective planning and execution of long-term business strategies,
that the present arrangement is most beneficial to the Company and
the shareholders as a whole.

During the financial year, the Company has adopted the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code") as set out in Appendix 10 of the Listing Rules as its code of
conduct for securities transactions by the Directors of the Company.
Based on specific enquiry of the Directors of the Company, all
Directors have complied with the required standard as set out in the
Mode Code throughout the year ended 31 December 2013.

Throughout the accounting period covered by this announcement,
the Company has complied with the minimum requirements of the
Listing Rules relating to the appointment of at least 3 Independent
Non-Executive Directors and one of which have appropriate
professional qualifications or accounting or related financial
management expertise.

The Audit Committee of the Company has reviewed the accounting
principles and practices adopted by the Group and the audited
consolidated results for the year ended 31 December 2013 of the
Group. The Audit Committee is composed of 3 Independent Non-
Executive Directors of the Company.
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HONORARY CHAIRMAN AND SENIOR
CONSULTANT

Dr. Hatoyama Yukio, aged 67, was appointed the Honorary
Chairman and a senior consultant of the Company on 21 March
2013. With the amicable relationship with renowned global energy
groups from Japan, China and Africa, as well as the successful
experience and leadership in cooperative development and
operation of international energy projects, Dr. Hatoyama is deeply
confident of participating and guiding the Group's energy
development business.

Dr. Hatoyama, first elected to the House of Representatives of Japan
in 1986. He held office as a member in the House of Representatives
for the eighth consecutive term. Hatoyama became the President of
Democratic Party of Japan, the main opposition party in Japan, in
May 2005. He then led the party to victory in the August 2009 general
election and was appointed as the 93th Prime Minister in September
2009. Dr. Hatoyama graduated with a Bachelor of Engineering from
the University of Tokyo in 1969 and received a PhD in Industrial
Engineering from Stanford University in 1976.
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DIRECTORS

Executive Directors

Dr. Hui Chi Ming G.B.S., J.P., aged 49, was appointed the Chairman
and an executive director on 15 November 2012 of the Company. He
is responsible for the implementation of the overall strategic planning
and development of the Group. Dr. Hui received a Doctor Honoris
Causa in Economics and IFES Doctoris Honoris Causa from the
Institute of Far Eastern Studies, The Russian Academy of Sciences in
2002. The Department of Social Sciences of The Russian Academy of
Sciences had also awarded Dr. Hui the scientific degree of Doctor
Honoris Causa in 2005. Dr. Hui had over 10 years of experience in
the investment, exploration and exploitation of oil and gas business.
He has been the chairman of the board of over 20 companies such
as Hoifu Petroleum Group Limited (0 O O O O O O O O 0O),
Madagascar Industrial and Commercial Bank (D D OO0 0 OO0 0),
Madagascar Southern Petroleum Company Limited (D O 0 0O 0 OO
O O O O O 0O)and Madagascar Northern Petroleum Company
Limted (OO OODOOOOO0OOOO). From 2004 to 2010, Dr. Hui
was the chairman and an executive director of Sino Union Energy
Investment Group Limited, which was subsequently re-named as
Yanchang Petroleum International Limited, a company whose shares
are listed on the main board of the Stock Exchange (stock code: 346)
and engaged in the investment, exploration and exploitation of oil
and gas business. Dr. Hui was a member of the 9th, 10th and 11th
National Committee of the Chinese People’s Political Consultative
Conference. He is the chairman of the Confucian Academy of Hong
Kong, a standing committee member of the All-China Federation of
Industry & Commerce, the honorable president of the Beijing
Federation of Industry & Commerce, a standing committee member
of the Chinese General Chamber of Commerce, the president of
Hong Kong Xian Trade Association Limited, the president of the Hong
Kong General Association of International Investment and the chief
president of the Federation of Hong Kong Guangdong Community
Organisation. Dr. Hui is also the Honorary Consul in Hong Kong of the
Republic of Madagascar. All these years, Dr. Hui has been actively
participating in promoting poverty alleviation and charity, and he has
been awarded the China Glory Society Medal for Poverty Alleviation
(0000000000 )and accredited as China Top Ten Poverty
Alleviation Contributor (O O 0O O O O O O) by the government of
the PRC. In recognition of the outstanding contribution of Dr. Hui to
poverty alleviation, the International Minor Planet Naming Committee
(0000000000 ) approved permanently naming the minor
planet No. 5390 as “Hui Chi Ming Planet”.
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DIRECTORS (Continued)

Executive Directors (Continued)

Mr. Neil Bush, aged 58, was appointed the Deputy Chairman and
an executive director on 15 November 2012 of the Company. He is
responsible for the implementation of the overall strategic planning
and development of the Group. Mr. Bush graduated from Tulane
University with a bachelor’s degree in International Economics and
from the Tulane University Freeman School of Business with a
master’s degree in Business Administration. Mr. Bush had over 30
years of experience in energy related businesses and international
business development. He formed oil companies which explored oil
resources in various states in the United States of America, and has
also engaged in various international business development activities
with a focus on the PRC and Middle East and in particular, he visited
cities in the PRC and worked with numerous entities on a variety of
projects including real estate development, energy, automobile
parts, sheet rock manufacturing and paint production. From 7
December 2010 to 20 July 2012, Mr. Bush was a non-executive
director of China Resources and Transportation Group Limited, a
company of which the shares are listed on the Stock Exchange (stock
code: 269). Mr. Bush is currently the President of ATX Qil, a company
involved in the upstream oil and gas development in the United
States of America. He is also the Chairman of the Points of Light
Institute, a national charitable organisation formed by President
George H.W. Bush in 1989 that promotes citizen service through
volunteerism in communities all across America and increasingly
overseas, and serves on the boards of the Houston Salvation Army,
and the Bush School of Government and Public Service.

Dr. Chui Say Hoe, aged 65, was appointed as the Managing
Director and an executive director of the Group. He is responsible for
overall strategic planning and operations and in charge of the
execution and further development of the Group’s expansion plan.
has been the executive director and general manager of Sun Hoe
Company Limited, a company engaged in medicine distribution and
trading business, since 1978. Dr. Chui is also a director of the
Honourable Mr. Tsui Sze Man (GBM) Foundation For the
Development of Technology and Education in Myanmar Ltd., since
2000. He is also a director of the Mirror Post culture Enterprises Co.,
Ltd., since 2009. Before joining Sun Hoe Company Limited, Dr. Chui
worked in commercial bank in Hong Kong for about 5 years. Dr. Chui
has more than 30 years experience in commerce and general
business management. He was granted Honorary Doctorate of
Management from Morrison University, Nevada, U.S.A.. Dr. Chui was
a member of Post-Release Supervision Board, HKSAR, from
November 2005 to November 2007. He was an adjudicator of the
Registration of persons Tribunal from June 2007 to June 2013. Dr.
Chui was award The World Outstanding Chinese Award by World
Outstanding Chinese Association. Dr. Chui was an executive director
of Sino Union Energy Investment Group Limited (Stock code: 346,
currently known as Yanchang Petroleum International Limited) from
2 November 2004 to 6 October 2010.
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DIRECTORS (Continued)

Executive Directors (Continued)

Mr. Lam Kwok Hing, aged 50. He is responsible for the
implementation of the overall strategic planning and the overall
development of the Group. Mr. Lam is the founder of the Group. He
has extensive experience in the securities, futures, options, fund
management and financial advisory industry. He is the Chairman,
Executive Director and Managing Director of ATNT. He is the brother
of Mr. Nam Kwok Lun.

Mr. Nam Kwok Lun, aged 55. He is responsible for overall strategic
planning of the Group. He is a co-founder of the Group and is in
charge of the stockbroking, futures and options broking, securities
margin financing business, fund management and financial advisory
business. Mr. Nam has extensive experience in the securities, futures
and options, securities margin financing, fund management and
financial advisory industry. He has been a member of the Hong Kong
Securities Institute. Mr. Nam is also as the Deputy Chairman and
Executive Director of ATNT. He is the brother of Mr. Lam Kwok Hing.

Independent Non-Executive Directors

Mr. Chen Wei-Ming Eric, aged 50, is a director of several general
trading companies in Hong Kong. Mr. Chen holds a Bachelor of
Science degree in Business Administration from the Boston
University in Massachusetts, USA and is engaged in the food import
business. Mr. Chen was appointed as Independent Non-Executive
Director since September 2000.

Mr. Kwan Wang Wai Alan, aged 51, holds a Bachelor degree in
Engineering Science and a Master of Arts degree from the University
of Oxford and has over 20 years of experience in the consumer
electronics field. Mr. Kwan is also an Independent Non-Executive
Director of ATNT. He was appointed as an Independent Non-
Executive Director since September 2004.

Mr. Ng Chi Kin David, aged 52, is a professional accountant with
over 20 years of professional experience and is a fellow member of
the Hong Kong Institute of Certified Public Accountants, member of
CPA Australia, the Hong Kong Institute of Chartered Secretaries and
the Institute of Chartered Secretaries and Administrators in the
United Kingdom. Mr. Ng is also an Independent Non-Executive
Director of ATNT. He was appointed as Independent Non-Executive
Director of the Company since September 2000.
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COMPANY SECRETARY

Mr. Fu Wing Kwok, Ewing, aged 45, is the Chief Financial Officer
and Company Secretary. He is responsible for the financial and
secretarial affairs of the Group. Mr. Fu joined the Company in
December 2012. He holds a bachelor degree in science with major in
accounting of Bemidji State University, USA and is a member of both
American Institute of Certified Public Accountants and Hong Kong
Institute of Certified Public Accountants. He has over 19 years of
experience in auditing and accounting field.

SENIOR MANAGEMENT

Mr. Chan Lap Kwan, aged 40, is the Director of Karl-Thomson
Securities Company Limited and is responsible for the daily
operations and implementation of the internal control procedures of
the Kwun Tong branch. He holds a Bachelor of Business (Banking
and Finance) degree from University of South Australia. He has
extensive experience in the securities, futures and options industry.
He joined the Group in July 1997.

Mr. Sung Wing Yiu, aged 57, is the Director of Karl-Thomson
Securities Company Limited. He is responsible for the management
and development of internet trading services, securities, futures and
other derivatives business of the Group. He holds a Bachelor of
Social Science degree in Government & Public Administration from
the Chinese University of Hong Kong and a Master of Business
Administration degree from the University of Hong Kong. He is also
an associate member of the Institute of Chartered Secretaries and
Administrators in the United Kingdom. Mr. Sung has extensive
experience in the securities and futures industry and held senior
positions in regional financial institutions in Hong Kong. He joined the
Group in February 2001.

Ms. Yung Wai Ching Ada, aged 48, is the Director of Karl Thomson
Energy Limited and is responsible for the daily operations and
management of oil and gas exploration business. She holds a
Bachelor degree in Accountancy from the City University of Hong
Kong. She is a member of ACCA and the Hong Kong Institute of
Company Secretaries. She has over 24 years of finance experience in
various industries including telecommunication, trading,
manufacturing and system integration. She is also the Deputy
General Manager of ATNT, the associate of the Group. She joined the
Group in 2006.
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INVESTMENT BANKING GROUP

Mr. Chow Ka Wo Alex, aged 47, is the Director of Karl Thomson
Financial Advisory Limited. He is responsible for the operation of the
Group’s investment banking business since joining the Group in
March 2002. Prior to joining the Group, Mr. Chow had worked at
various international investment banks. He holds a Bachelor of Arts
degree in Applied Mathematics and Economics from the University
of California at Berkeley and a Master of Arts degree in Economics
from the Cornell University in the USA. Mr. Chow was an Executive
Director of Sino Katalytics Investment Corporation (stock code: 2324)
and he is now an Executive Director of Shenyang Public Utility
Holdings Company Limited (stoke code: 0747). He is also currently a
visiting professor of Guang Xi College of Foreign Languages.

TECHNOLOGIES DEVELOPMENT GROUP

Mr. Hau Kwok Yuen, aged 42, is the Chief Technical Officer of the
Group. He is responsible for the overall planning and management of
the internet trading platform and network infrastructure of the
Group. He graduated with a Bachelor of Science degree in Applied
Computing (Honor) from the Hong Kong Baptist University. Mr. Hau
has solid experience in software development, web application
management, database management, back office operation and
network administration. Prior to joining the Group, Mr. Hau had over
12 years of experience in different systems of the equity market such
as Real-time Quote Service, Internet Trading, the Pilot batch of BSS
to the AMS/3 of the HKEX. He joined the Group in January 2008.
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The Directors would like to present to shareholders their annual
report (“Annual Report”) and the audited consolidated financial
statements for the year ended 31 December 2013.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of the Group include petrochemical production, oil and gas
exploration and production, mineral mining business and provision
of financial services. Particulars of the principal subsidiaries of the
Company are set out in note 42 to the consolidated financial
Sstatements.

RESULTS

The results of the Group for the year ended 31 December 2013 are
set out in the consolidated statement of profit or loss and other
comprehensive income on pages 53 to 54 of the Annual Report.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group
for the past five financial years ended 31 December 2009, 2010,
2011, 2012 and 2013 is set out on page 150 of the Annual Report.

FIXED ASSETS

Movements in the fixed assets of the Group during the year are set
out in note 17 to the consolidated financial statements.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 30 to
the consolidated financial statements.

DISTRIBUTABLE RESERVES

At 31 December 2013 and 2012, the Company had no reserves
available for distribution to the shareholders.
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DIRECTORS

The Directors of the Company during the year and up to the date of
this annual report were as follows:

Executive Directors:

Dr. Hui Chi Ming, G.B.S., ).P. (Chairman)
Mr. Neil Bush (Deputy Chairman)

Dr. Chui Say Hoe (Managing Director)
Mr. Lam Kwok Hing

Mr. Nam Kwok Lun

Independent non-executive Directors:

Mr. Chen Wei-Ming Eric
Mr. Kwan Wang Wai Alan
Mr. Ng Chi Kin David

In accordance with Bye-laws 99 and 102 of the Company’s Bye-laws,
one-third of the Directors for the time being shall retire from office
by rotation at each annual general meeting and pursuant to A.4.3. of
the Corporate Governance Code, any further appointment of an
Independent Non-Executive Director in excess of nine years should
subject to a separate resolution to be approved by shareholders.
Therefore, Mr. Chen Wei-Ming, Mr. Kwan Wang Wai Alan and Mr. Ng
Chi Kin David retire from office and, being eligible, offer themselves
for re-election at the forthcoming annual general meeting.

Each of the Independent Non-Executive Directors has signed a letter
of appointment for a term of three years until terminated by not less
than three months’ notice in writing served by the Independent Non-
Executive Director on the Company or in accordance with the terms
set out in the respective letters of appointment. Each of the
Independent Non-Executive Directors is entitled to a director’s fee.

The Director being proposed for re-election at the forthcoming
annual general meeting does not have a service contract with the
Company or any of its subsidiaries which is not determinable by the
Group within one year without payment of compensation (other than
statutory compensation).
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DIRECTORS (Continued)

The Company has received from each of the Independent Non-
Executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Rules Governing the Listing of Securities
(“Listing Rules”) on the Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The Company considers all of the Independent
Non-Executive Directors are independent.

DIRECTORS AND SENIOR MANAGEMENT
BIOGRAPHIES

Biographical information of the Directors of the Company and the
senior management of the Group are set out on pages 16 to 21 of
the Annual Report.

DIRECTORS’ SERVICE CONTRACTS

Each of the Executive Directors has entered into a service contract
with the Company for a three-year term commencing from 1
September 2000 which is not determinable within one year without
payment of compensation. These service contracts shall continue
thereafter unless and until terminated by either party with not less
than three months’ prior written notice.

DIRECTORS’ REMUNERATION

The remuneration committee of the Board considers and
recommends to the Board the remuneration of all Directors is
subject to regular monitoring by the remuneration committee to
ensure that the levels of their remuneration and compensation are
appropriate. Details of the Directors’ remuneration are set out in
note 13 to the financial statements.
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DIRECTORS’ INTERESTS IN SHARES

At 31 December 2013, the interests of the Directors and their
associates in the shares of the Company and its associated
corporations (with the meaning of Part XV of the Securities and
Futures Ordinance (the "SFO")), as recorded in the register
maintained by the Company pursuant to Section 352 of the SFO, or
as otherwise notified to the Company and The Stock Exchange of
Hong Kong Limited ("Stock Exchange”) pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies (the
“Model Code”) in the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”), were as follows:

1. Long positions in the ordinary shares of
HK$0.10 each of the Company
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Percentage

of the issued

Number of issued share capital

Name of Directors Capacity ordinary shares held of the Company
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Dr. Hui Chi Ming (Note 1) Interest of controlled corporation 924,139,143 62.10%
oooomooio oooooooo

Mr. Lam Kwok Hing (Note 2)  Interest of controlled corporation 127,718,000 8.58%
oooomooZzo oooooooo

Mr. Nam Kwok Lun (Note 2)  Interest of controlled corporation 127,718,000 8.58%
oooomooZzo oooooooo

Note 1: The shares are registered in the name of and beneficially owned by o010 0000000000000000O0D000

Note 2:

Triumph Energy Group Limited (“Triumph"), a company incorporated in
British Virgin Islands (“BVI"). The entire issued share capital of Triumph
is beneficially and indirectly owned as to 66.62% by Dr. Hui Chi Ming
through two BVI companies, Taiming Petroleum Group Limited and AMA
Energy Group Limited respectively.

The shares are registered in the name of and beneficially owned by J&A
Investment Limited ("J&A"), a company incorporated in the BVI. The
entire issued share capital of J&A is beneficially owned as to 80% by Mr.
Lam Kwok Hing and 20% by Mr. Nam Kwok Lun.
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DIRECTORS’ INTERESTS IN SHARES (Continued)

2.

Ordinary shares in subsidiaries which are
wholly-owned

One of the Directors has non-beneficial personal equity
interests in certain subsidiaries held for the benefit of the
Company.

Save as disclosed above, at 31 December 2013, none of the
Directors of the Company, chief executive or their associates
had any interests or short positions in any shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section 352
of the SFO or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

SHARE OPTIONS

Particulars of the Company’'s share option scheme in the Company
are set out in note 34 to the consolidated financial statements.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than the share option scheme disclosed above, at no time
during the year was the Company, its ultimate holding company or
any subsidiaries of its ultimate holding company a party to any
arrangements to enable the Directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate.
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CONNECTED TRANSACTIONS AND
DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

@)

During the year, the Group received commission income and
other securities dealing income from securities dealing of
approximately HK$9,000 (2012: HK$10,000) from close family
members of two Directors, Mr. Lam Kwok Hing and Nam Kwok
Lun.

During the year, the Group received interest income from
securities dealing of approximately HK$100 (2012: HK$100)
from close family members of two Directors, Mr. Lam Kwok
Hing and Nam Kwok Lun.

During the year, the Group received commission income and
other income from securities dealing of approximately
HK$13,000 (2012: HK$13,000) from ATNT, in which two
Directors, Mr. Lam Kwok Hing and Nam Kwok Lun, have
controlling interests.

During the year ended 31 December 2012, the Group advanced
HK$9,000,000 from ATNT and the whole amount repaid before
31 December 2012. The Group paid finance costs of
HK$337,000 to ATNT, in which two Directors, Mr. Lam Kwok
Hing and Nam Kwok Lun, have controlling interests.

At 31 December 2013, an executive Director, Mr. Nam Kwok
Lun, advanced approximately HK$65,878,000 (2012:
HK$41,995,000) to the Group. During the year, the Group paid
finance costs of HK$2,089,000 (2012: HK$1,280,000) to the
executive Director, Mr. Nam Kwok Lun.

During the year ended 31 December 2013, the Group made
minimum lease payments under operating leases in respect of
office premises of approximately HK$1,260,000 (2012: nil) to
Gahood Holding Company Limited, a company indirectly
wholly-owned by Dr. Hui Chi Ming, an executive Director of the
Company. The transaction also constitutes a continuing
connected transaction under Appendix 14A of the Listing
Rules.
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CONNECTED TRANSACTIONS AND
DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE (Continued)

(8 On 28 June 2013, Hoifu Group Investment Limited, a wholly-
owned subsidiary of the Company, acquired the entire issued
share capital of Madagascar Northern Petroleum Company
Limited and its shareholder’s loan, from Gloryview Holdings
Limited, a company beneficially wholly-owned by Dr. Hui Chi
Ming, an executive Director of the Company, for a total
consideration of HK$1, satisfied by cash, as set out in note 36.

(h)y  On 29 November 2013, the Group disposed a indirectly
wholly-owned subsidiary of the Company to Mr. Lam Kwok Hing,
an executive Director of the Company, for total consideration of
HK$90,000, satisfied by cash. A gain of approximately
HK$109,000 was arising from the disposal of the subsidiary
during the year ended 31 December 2013 and credited to the
consolidated statement of profit or loss and other
comprehensive income.

Other than as disclosed above, there was no other transaction which
need to be disclosed as a connected transaction in accordance with
the requirements of the Listing Rules and no contract of significance
to which the Company, its ultimate holding company or any
subsidiaries of its ultimate holding company was a party and in
which a Director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time
during the year.

CONTINUING CONNECTED TRANSACTION

On 31 May 2013, an indirect wholly-owned subsidiary of the
Company, Shiny Future Holdings Limited (“Shiny Future”), entered
into the tenancy agreement with Gahood Holding Company Limited
("Gahood”) in respect of the leasing of office units 9 (portion), 10, 11
and 12 on the 19th Floor of China Merchants Tower, Shun Tak
Centre, 168-200 Connaught Road Central, Sheung Wan, Hong Kong,
with a total gross floor area of approximately 2,789 square feet for
two years commencing from 1 June 2013 and expiring on 31 May
2015 (“Tenancy Agreement”). The annual cap amount for each of the
financial years ended/ending 31 December 2013, 2014, and 2015 are
HK$1,260,000, HK$2,160,000, and HK$900,000 respectively. The total
amount of the transactions for the year ended 31 December 2013
was HK$1,260,000.
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CONTINUING CONNECTED TRANSACTION
(Continued)

Gahood is indirectly wholly-owned by Dr. Hui Chi Ming, an executive
Director of the Company. Therefore, Gahood is a connected person
of the Company under the Listing Rules.

According the Tenancy Agreement between Gahood and Shiny
Future constitutes continuing connected transactions for both
Gahood and Shiny Future under Chapter 14A of the Listing Rules. As
the relevant percentage ratios for the Tenancy Agreement calculated
on an annual basis were more than 5% but the percentage ratio is
less than 25% and the consideration is less than HK$10 million, in
accordance with Rule 14A.34 of the Listing Rules, the Tenancy
Agreement was subject to the reporting, announcement and annual
review requirements pursuant to Rule 14A.34 of the Listing Rules,
but is exempted from the independent shareholders’ approval
requirement.

The Company had accordingly published an announcement in
respect of the aforesaid continuing connected transactions on 31
May 2013.

Pursuant to Rule 14A.38 of the Listing Rules, the Board of Directors
engaged the auditor of the Company to perform certain agreed upon
procedures in respect of the continuing connected transactions of
the Group. The auditor has reported the factual findings on these
procedures to the Board of Directors. The Independent Non-
executive Directors of the Company have reviewed the continuing
connected transactions pursuant to Rule 14A.37 of the Listing Rules
and confirmed that the transactions have been entered into:

(1) inthe ordinary and usual course of business of the Company;

(20 on normal commercial terms or, on terms no less favourable
to the Company than terms available to or from (as
appropriate) independent third parties; and

(3)  in accordance with the relevant agreement governing them on
terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.
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CONTINUING CONNECTED TRANSACTION godooaoyon
(Continued)

The Company’s auditor was engaged to report on the above ODQOOO0OO0O0DO0OODOO0OOOOOOOOOOOO
continuing connected transactions in accordance with HongKong 0OOOOO00O0O0O30000 00000000
Standard on Assurance Engagements 3000 “Assurance Engagements OO0 O0000O0O0OO0O0OOO0OO 7400
Other Than Audits or Reviews of Historical Financial Information”and DOO0OOO0ODOO00O0OO0ODOO0OO0OOOOOOOO
with reference to Practice Note 740 “Auditor’s Letter on Continuing OO0 OOOO0O0OO0O0OOOOO

Connected Transactions under the Hong Kong Listing Rules” issued

by the Hong Kong Institute of Certified Public Accountants.

The auditor has issued unqualified letter containing findingsand COOODOOOOOOO14A380000000
conclusions in respect of the continuing connected transactions OO OO0O0O0OO0OO0OOOOOOOOOOOOO
disclosed above by the Group in accordance with Rule 14A.38 ofthe OO OOOOOOO

Listing Rules.

SUBSTANTIAL SHAREHOLDERS gogg

As at 31 December 2013, the register of substantial shareholders CDOOO0OO0OO0OO0OOOO0OOOOOOOOOOO
maintained by the Company pursuant to Section 336 of the SFO O OO0 O0003O0 00000000000
shows that the following shareholder had notified the Company of ODOO0OO0OO0OO0OOOO0OOOOOOOOOOOO
relevant interests in the issued share capital of the Company. ooooooood

Long positions in the ordinary shares of HK$0.10 Oo0dodooooOdolocoOonooOoOO

each of the Company O
Number of issued Percentage of the share
Name of shareholder Capacity ordinary shares held capital of the Company
oooo oo oooooooooo ooooooooo
Triumph Beneficial owner 924,139,143 62.10%
ooooo ooooo

ONote 100 10

J&A Beneficial owner 127,718,000 8.58%
[0 Note 2 00 20 ooooo

Note 1: The entire issued share capital of Triumph is beneficially and indirecty owned OO0 70 0000000 O0D0O0OO0DOO0OOOOOOO
as to 66.62% by Dr. Hui Chi Ming through two BVI companies, Taiming 00.0000000000000000Taming
Petroleum Group Limited and AMA Energy Group Limited respectively. Petroleum Group Limited 0 AMA Energy Group Limited

000000 66.62%0000

Note 2: The entire issued share capital of J&A is beneficially owned as to 80% by Mr. oozoRAODOOOOOOOOOOOOO0O0O0O000000
Lam Kwok Hing and 20% by Mr. Nam Kwok Lun. 0000 80%bo20%0000
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SUBSTANTIAL SHAREHOLDERS (Continued)

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

Save as disclosed above, no person (other than the Directors of the
Company whose interests are set out under the heading "Directors’
Interests in Shares” above) had an interest or a short position in the
shares and underlying shares of the Company that was required to
be recorded under Section 336 of the SFO.

DIRECTORS’ INTEREST IN COMPETING
BUSINESS

As at 31 December 2013, none of the Directors or their respective
associates had any business or interests in business, apart from the
business of the Group, which competes or is likely to compete, either
directly or indirectly, with the business of the Group.

EMOLUMENT POLICY

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

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

The Company has adopted a share option scheme as an incentive to
Directors and eligible employees, details of the scheme are set out in
note 34 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

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

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
year ended 31 December 2013.
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RETIREMENT BENEFITS SCHEME

Details of the Group’s retirement benefits scheme are set out in
note 35 to the consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The Group's top five customers accounted for approximately 94% of
the total sales. The top five suppliers accounted for approximately
100% of the total purchases for the year.

In addition, the Group's largest customer accounted for
approximately 40% of the total sales and the Group’s largest supplier
accounted for approximately 41% of the total purchases for the year.
At no time during the year have the Directors, their associates or any
shareholders of the Company (which to the knowledge of the
Directors own more than 5% of the Company'’s share capital) had
any interest in these major customers and suppliers.

PURCHASE, REDEMPTION OR SALE OF THE
COMPANY’S SECURITIES

Save for the company’s purchases of its own shares on The Stock
Exchange of Hong Kong Limited (“Stock Exchange”) as disclosed
below, neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s shares on the
Stock Exchange during the year ended 31 December 2013.

Number of
shares
repurchased
ooo
oooo

November oono 740,000

gogogod
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oo35000
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1.45 1.39 1,031,000
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CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of
corporate governance practices. Information on the corporate
governance practices of the Company is set out in the “Corporate
Governance Report” on pages 34 to 50.

AUDITOR

During the year, Messrs. Deloitte Touche Tohmatsu, who acted as
auditor of the Company for the past three years, resigned and Elite
Partners CPA Limited was appointed as auditor for the Company. A
resolution will be submitted to the annual general meeting to
re-appoint Elite Partner CPA Limited as auditor of the Company.

By Order of the Board
Dr. Hui Chi Ming, G.B.S., J.P.
CHAIRMAN

Hong Kong, 28 March 2014
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The Company recognizes that good corporate governance is vital to
the success of the Group and sustains development of the Group.
The Company is committed to maintaining good corporate
governance standard and practices with an emphasis on integrity,
transparency and independence. The board of directors (the “Board”)
believes that good corporate governance is essential to the success
of the Company and the enhancement of shareholders’ value.

CORPORATE GOVERNANCE PRACTICES

During the financial year of 2013, the Company has complied with
most of the code provisions set out in the Corporate Governance
Code (the “"Code”) as contained in Appendix 14 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”), save for the following:

1. The Chairman of the Board and the Managing Director of the
Company is not subject to retirement by rotation pursuant to
Byelaw 99 of the Company’s Bye-laws.

The Company periodically reviews its corporate governance
practices to ensure they continue to meet the requirements of the
Code during the year of 2013. The key corporate governance
principles and practices of the Company are summarised in this
report.
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DIRECTORS’ SECURITIES TRANSACTIONS

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

To the specific enquiry by the Company, all Directors have confirmed
that they had complied with the Model Code throughout the year
ended 31 December 2013.

THE BOARD
Responsibilities

The Board comprises of five Executive Directors, being Dr. Hui Chi
Ming (Chairman), Mr. Neil Bush (Deputy Chairman), Dr. Chui Say Hoe
(Managing Director), Mr. Lam Kwok Hing and Mr. Nam Kwok Lun;
three Independent Non-Executive Directors, being Mr. Chen Wei-
Ming Eric, Mr. Kwan Wang Wai Alan and Mr. Ng Chi Kin David.
Biographical details, which include relationships among members of
the Board, are provided in the “Directors and Senior Management”
section of the Annual Report. The composition of the Board is well
balanced with the Directors having sound industry knowledge,
extensive corporate and strategic planning experience and/or
expertise relevant to the business of the Group. The Executive
Directors and Independent Non-Executive Directors bring a variety of
experience and expertise to the Company.

There is a clear division of responsibilities between the Board and
the management. The Board is responsible for providing high-level
guidance and effective oversight of management while day-to-day
management of the Group is delegated to the management team of
each respective subsidiary. Generally speaking the Board is
responsible for:

o Formulating the Group'’s long term strategy and monitoring the
implementation thereof

o Approval of interim and year end dividend
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THE BOARD (Continued)

Responsibilities (Continued)

J Reviewing and approving the annual and interim reports
o Ensuring good corporate governance and compliance

o Monitoring the performance of the management

o Reviewing and approving any material acquisition and assets
disposal

o Developing and reviewing the Group'’s policies and practices
on corporate governance

The Board delegates the authority and responsibility for
implementing day-to-day operations, business strategies and
management of the Group's businesses to the Executive Directors,
senior management and certain specific responsibilities to the Board
committees. The Board is committed to making decisions in the best
interests of both the Company and its shareholders.

The Board acknowledges its responsibility for preparing the financial
statements of the Company and the Group which give a true and fair
view of the Group's affairs in accordance with statutory requirements
and applicable accounting standards. The statement by the auditor
of the Company about its reporting responsibilities for the financial
statements of the Company is set out on pages 51 to 52 in the
Independent Auditor’s Report.

All Directors have full and timely access to all relevant information as
well as the advice and service of the Company Secretary to ensure
Board procedures and all applicable rules and regulations are
followed.
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THE BOARD (Continued)
Composition

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

As at 31 December 2013, the Board comprised eight members,
including five Executive Directors and three Independent Non-
executive Directors, as follows:

Executive Directors:
Dr. HUI Chi Ming, G.B.S., J.P. (Chairman)
Mr. BUSH Neil (Deputy Chairman)
Dr. CHUI Say Hoe (Managing Director)
Mr. LAM Kwok Hing
Mr. NAM Kwok Lun

Independent Non-Executive Directors:
Mr. CHEN Wei-Ming Eric
Mr. KWAN Wang Wai Alan
Mr. NG Chi Kin David

Biographical details of the Directors are set out on pages 16 to 21.

During the year ended 31 December 2013, the Board complied with
the Rules 3.10(1) and (2) of the Listing Rules relating to the
appointment of at least three independent non-executive directors
and one of the independent non-executive directors has appropriate
professional qualifications or accounting or related finance
management expertise. All three Independent Non-Executive
Directors are appointed for a specific term of three years. They are
subject to retirement by rotation and re-election provisions of the
Bye-laws.

The Company has received written annual confirmation from each
Independent Non-executive Director of his independence pursuant
to the requirements of the Listing Rules. The Company considers all
Independent Non-executive Directors to be independent in
accordance with the independence guidelines set out in the Listing
Rules.
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THE BOARD (Continued)
Composition (Continued)

The Bye-laws of the Company requires that one-third (if the number
is not a multiple of three, the number nearest to but not less than
one-third) of the Directors (including executive and non-executive
directors) shall retire by rotation each year. The Directors to retire by
rotation shall include any Director who wishes to retire and not to
offer himself for re-election and those of the other Directors who
have been longest in office since their election or re-election. A
retiring Director is eligible for re-election. Any Director appointed by
the Board to fill a casual vacancy shall hold office until the first
general meeting of members after his appointment and be subject to
re-election at such meeting and any Director appointed by the Board
as an addition to the existing Board shall hold office until the next
following annual general meeting and be eligible for re-election. Any
Director appointed pursuant to the aforesaid Bye-law shall not be
taken into account in determining which particular Directors or the
number of Directors who are to retire by rotation.

Under the code provisions A.4.2. of the Code, every Director,
including those appointed for a specific term, should be subject to
retirement by rotation at least once every three years. However,
according to Bye-Laws of the Company, the Chairman or Managing
Director are not subject to retirement by rotation or taken into
account on determining the number of Directors to retire. This
constitutes a deviation from code provision A.4.2. of the Code. As
continuation is a key factor to the successful implementation of any
long-term business plans, the Board believes that the roles of
Chairman and Managing Director provide the Group with strong and
consistent leadership and allow more effective planning and
execution of long-term business strategies, that the present
arrangement is most beneficial to the Company and the
shareholders as a whole.
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THE BOARD (Continued) oaoyoo
Board Meetings and General Meeting ddddooooon
During the year ended 31 December 2013, twenty three Board Q0O O0O0O000O0O00O0O0O0OOOOOOOOO

meetings and four general meetings (“GMs") were held with details OO0 O0OO0O0O0O0OO0OO0OO0OO0OOOOOOO
of the Directors’ attendance set out below: 0000000000 00oooon

Board Meeting

goood
Number of meetings 23

Executive Directors: ooooo

Dr. HUI Chi Ming (Chairman) oooomooo 13/23 1/4
Mr. BUSH Neil OO0eOpOogd

(Deputy Chairman) ooooo 2/23 0/4
Dr. CHUI Say Hoe ooooo

(Managing Director) ooooooo 22/23 0/4
Mr. LAM Kwok Hing goooad 4/23 2/4
Mr. NAM Kwok Lun ooooo 12/23 3/4

Independent Non-Executive Directors: gooooooo

Mr. CHEN Wei-Ming Eric ooooo 13/23 1/4

Mr. KWAN Wang Wai Alan ooooo 19/23 1/4

Mr. NG Chi Kin David oooon 20/23 1/4
Directors’ Training ogooooo

The Directors are encouraged to participate in continuous ODO00O000O000O000O000O0O0OOOO
professional development to develop and refresh their knowledge OO00O00000000O000O0O0O0OO0O0O
and skills. The Company would provide a comprehensive 0000000000000 00O0O0O0O0OO
introduction package covering the summary of the responsibilites ODO0O0O000O00000000O0O00OOO0O
and liabilities of a director of a Hong Kong listed company, the 0000000000000 O0O0O0OOO0OOO
Company'’s constitutional documents and the Guides on Directors’ O0000O0O0OO00OO0OO0O0OO0OOOOOOOOO
Duties issued by the Companies Registry to each newly appointed OO0O0O0O00000

Director to ensure that he/she is sufficiently aware of his/her

responsibilities and obligations under the Listing Rules and other

regulatory requirements.

The Company Secretary reports from time to time the latestchanges 0000000000000 O0O00O0O0O0OO
and development of the Listing Rules, corporate governance 000000000000 O000O0O0O0O0OO
practices and other regulatory regime to the Directors with written 0000000000000 0OCOOOO0OO
materials, as well as organizes seminars on the professional 00000000000 O0O0O0OO
knowledge and latest development of regulatory requirements

related to director’s duties and responsibilities.
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THE BOARD (Continued)
Directors’ Training (Continued)

During the year of 2013, there were one in-house seminars
conducted covering the topics of director’s duties under Appendix
10 and Appendix 14 of the Listing Rules under the Listing Rules. All
Directors attended the seminars.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The positions of the Chairman of the Board and the Chief Executive
Officer are held separately by two individuals to ensure their
respective independence, accountability and responsibility. The
Chairman is responsible for overseeing the function of the Board and
formulating overall strategies and policies of the Company. The
Managing Director is responsible for managing the Group's business
and overall operations. The day-to-day running of the Company is
delegated to the management with divisional heads responsible for
different aspects of the business.

The Chairman shall ensure that all Directors are properly briefed on
issues arising at Board meetings.

The Chairman is responsible for ensuring that Directors receive
adequate information, which must be complete and reliable, in a
timely manner.

DELEGATION BY THE BOARD

The Directors are aware of their collective and individual
responsibilities to the shareholders for the wellbeing and success of
the Company.

To enhance the effectiveness of the management of the Company,
the Board has established three committees, namely, the Audit
Committee, the Nomination Committee and the Remuneration
Committee to oversee corresponding aspects of the Company’s
affairs. All Board committees of the Company have defined written
terms of reference.
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BOARD COMMITTEES

Audit Committee

The Audit Committee was established on August 2000 and comprises
three Board members, all of whom are Independent Non-executive
Directors. The Audit Committee has adopted the same term of
reference, which describes the authority and duties of the
Committee, as quoted under code provision C.3.3 of the Code. The
written terms of reference which describe the authority and duties of
the Audit Committee were adopted on August 2000 and revised on 1
March 2012 to conform to the provisions of the Code, a copy of
which is posted on the Company’s website and the Stock Exchange.

The Audit Committee is primarily responsible for the following duties:

o to make recommendation to the Board on the appointment,
reappointment and removal of the external auditor, and to
approve the audit fees and the terms of engagement of the
external auditor, and any questions of their resignation or
dismissal,

o monitor the external auditor’'s independence and objectivity
and the effectiveness of the audit process in accordance with
applicable standards, and to discuss with the external auditor
the nature and scope of the audit and reporting obligations
before the audit commences,

o to monitor integrity of the Company's financial statements,
annual report, accounts and the half-year report, and to review
significant financial reporting judgments contained in them;

o to oversee the Company’s financial reporting system and
internal control procedures; and

o to review compliance with regulatory and legal requirements
by the Company.
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BOARD COMMITTEES (Continued)
Audit Committee (Continued)

The Audit Committee will meet at least four times each year. In 2013,
the Audit Committee met four times considering the annual results
of the Group for the financial year ended 31 December 2013 and the
interim results of the Group for the 6 months ended 30 June 2013,
assessing any changes in accounting policies and practices, major
judgmental areas and compliance with applicable legal and
accounting requirements and standards, discussing with the auditor
of the Company on internal control and the re-appointment of the
external auditor. The Audit Committee also provides in important link
between the Board and the Company’s auditors in matters coming
within the scope of its terms of reference and keeps under review
the independence and objectivity of the auditors.

There were four meetings held during the year under review, details
of attendance are set out below:
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Number of meetings oood 4
Audit Committee members: ooooooogg
Mr. KWAN Wang Wai Alan ooooo
(Chairman of Audit Committee) ooooooooo 4/4
Mr. CHEN Wei-Ming Eric ooooo 4/4
Mr. NG Chi Kin David ooooad 4/4

Nomination Committee

The Nomination Committee of the Company (the “Nomination
Committee”) was established on 27 March 2012 and is composed of
one executive director and two independent non-executive directors,
namely Dr. Hui Chi Ming (Chairman of the Nomination Committee),
Mr. Chen Wei-Ming Eric and Mr. Ng Chi Kin David.

In order to comply with the Code, the Board adopted terms of
reference of the Nomination Committee on 27 March 2012 and the
terms of reference of the Nomination Committee are available on the
websites of the Company and the Stock Exchange.
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BOARD COMMITTEES (Continued)
Nomination Committee (Continued)

The primary duties of the Nomination Committee are to review the
structure, size and composition (including the skills, knowledge and
experience) of the Board and make recommendations on any
proposed changes to the Board to complement the Company’s
corporate strategy; to identify and nominate qualified individuals for
appointment as additional directors or to fill Board vacancies as and
when they arise, and to make recommendations to the Board on
matters relating to the appointment or re-appointment of directors
and succession plan for directors, in particular the Chairman and the
Chief Executive Officer.

The Nomination Committee shall meet at least once per year
according to its terms of reference. Two Nomination Committee
meetings were held during the year under review, details of
attendance are set out below:
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Number of meeting oooog 2
Nomination Committee members: oooooooo
Dr. HUI Chi Ming, G.B.S., J.P. ooooo,GBs., )P
(Chairman of the Nomination Committee) ooooooooo 2/2
Mr. CHEN Wei-Ming Eric ooooo 2/2
Mr. NG Chi Kin David ooooo 2/2

During the year under review, the Nomination Committee had
reviewed the structure, size and composition of the Board of
Directors of the Company and the retirement and re-appointment
arrangement of the Directors in the Company’s forthcoming annual
general meeting.
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BOARD COMMITTEES (Continued)
Remuneration Committee

The Company established the Remuneration Committee on 28 July
2005 with terms of reference substantially the same as those
contained in paragraph B.1.3 of the Code. The written terms of
reference which describe the authority and duties of the
Remuneration Committee were adopted on 28 July 2005 and revised
on 1 March 2012 to conform to the provisions of the Code, a copy of
which is posted on the Company’s website and the Stock Exchange.
A majority of the members of the Remuneration Committee is
Independent Non-executive Directors and members of the
Committee are listed as below.

In determining the emolument payable to directors, the
Remuneration Committee takes into consideration factors such as
salaries paid by comparable companies, time commitment and
responsibilities of the directors, employment conditions elsewhere in
the Group and the desirability of performance-based remuneration.

The Remuneration Committee is primarily responsible for the
following duties:

o to determine the policy for the remuneration of executive
directors, assessing performance of executive directors and
approving the terms of executive directors’ service contracts;

o to make recommendations to the Board on the Company’s
policy and structure for all remuneration of directors and
senior management and on the establishment of a formal and
transparent procedure for developing policy on such
remuneration and to place recommendations before the Board
concerning the total remuneration and/or benefits granted to
the Directors from time to time;

o to review and approve the senior management’s remuneration
proposals with reference to the corporate goals and objectives
resolved by the Board from time to time;

o to performs an advisory role to the Board and to make
recommendations to the Board on the remuneration packages
of individual executive directors and senior management, with
the Board retaining the final authority to approve executive
directors’ and senior management’s remuneration;
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BOARD COMMITTEES (Continued) 0o
Remuneration Committee (Continued) 00

o to make recommendations to the Board on the remuneration e
on independent non-executive directors;

o to review and approve the compensation payable to executive e
directors and senior management in connection with any loss
or termination of their office or appointment to ensure that
such compensation is determined in accordance with relevant
contractual terms and that such compensation is otherwise
fair and not excessive; and

o to review and approve compensation arrangements relatingto e
dismissal or removal of directors for misconduct to ensure that
such arrangements are determined in accordance with
relevant contractual terms and that any compensation
payment is otherwise reasonable and appropriate.
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The overriding objective of the remuneration policy istoensurethat DO 000000000000 OOOOOOO
the Company is able to attract, retain, and motivate a high-calibre OO0 O0O0O0O0OO0OOO0OOOOOOOOOOO

team which is essential to the success of the Company.

The Remuneration Committee will meet at least once eachyear. OOODO0O0O0O0O0OO0O0O0OOOOOOOOOOO
During the year under review, one meeting was held to considerand QOO0 O0OO0OO00OOOO0OOOOOOOOOOO
approve the remuneration of all Directors and senior management. OO0 0000000000000 O0OOOOO
Two Remuneration Committee meetings were held duringtheyear OO O0OO0O0O00O0OO0OCOO0O0O0O0OOOCOOOO

under review, details of attendance are set out below:

Number of meeting oooao
Remuneration Committee members: ooooooog
Mr. NG Chi Kin David ooooo
(Chairman of the Remuneration ooooooooo
committee)
Mr. CHEN Wei-Ming Eric ooooo
Dr. Chui Say Hoe ooooo

2/2
2/2
0/2

During the year under review, the Remuneration Committee 0000000000000 00O0000O0O0O
reviewed the existing remuneration policies of the Company. ooog
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CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for determining the policy for the corporate
governance of the Company and performing the corporate
governance duties as below:

(i)  To develop and review the Group’s policies and practices on
corporate governance and make recommendations;

(i) Toreview and monitor the training and continuous professional
development of directors and senior management;

(i)  To review and monitor the Group's policies and practices on
compliance with all legal and regulatory requirements (where
applicable);

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

(v)  To review the Group’s compliance with the code of corporate
governance and disclosure requirements in the Corporate
Governance Report.

During the year under review, the Board approved the terms of
reference of the Board and the revised terms of reference of the
Audit Committee, the Nomination Committee and the Remuneration
Committee, the shareholder communication policy, shareholder
enquiry procedures and special request procedures.

AUDITOR’S REMUNERATION

During the year ended 31 December 2013, the remuneration paid/
payable to the external auditors of the Group, Elite Partners CPA
Limited, is set out as follow:

Services Rendered
ooooo

Audit services oooog
Other assurance services ooooog
Non-assurance services ooooo

(]

gogogod

goooooooooooooooooooo
oooooogoon

(i) gooboooobboobobboooobobo
goooodg

() 0OoOODOUDUOUOO0DODODO0OODODOOOOOOO
goooo

(i) OoOooUUUODUDODODOOODODOOOOO
oooobomoboom

(v 0O0O000O0O0DODOO0ODOOOOOOOOO
gboobOooboooomoobOo

(v OOO0OODOOOOOOUODOOODOOUODO
goooobooogn

gooooobooooooooobobooboooo
googogoboooboobbboooooooo
gooooobooooobbbbobooog
goooo

googoaon
0000000000000000000000
000000000000000000000

gbooobooobooob

Fees paid/payable
ooooooo

HK$'000
ooo
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COMPANY SECRETARY

Mr. Fu Wing Kwok Ewing, the secretary of the Company whose
biography details are set out in the section headed “Directors and
Senior Management” in this annual report, confirmed that he had
attained no less than 15 hours of relevant professional training
during the year ended 31 December 2013.

LIABILITY INSURANCE OF DIRECTORS AND
SENIOR MANAGEMENT

The Company has appropriate directors and officers liability
Insurance in place for its Directors and senior management, in order
to safeguard them from any legal and compensation liabilities arising
in the course of discharging their duties.

DIRECTOR’S RESPONSIBILITIES FOR THE
FINANCIAL STATEMENT

The Board acknowledges that it is their responsibilities for:

(i) overseeing the preparation of the financial statements of the
Group with a view to ensuring such financial statements give a
true and fair view of the state of affairs of the Group, and

(i) selecting suitable accounting policies and applying the selected
accounting policies consistently with the support of reasonable
and prudent judgement and estimates.

A statement by the auditor about his reporting responsibilities is set
out on pages 51 to 52 of this Annual Report.
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INTERNAL CONTROLS

The Board and senior management are responsible for establishing,
maintaining and operating an effective system of internal control.
The internal control system of the Group comprises a well-
established organisational structure and comprehensive policies and
standards. The Board has clearly defined the authorities and key
responsibilities of each business and department to ensure adequate
checks and balances.

The internal control system has been designed to safeguard the
Group’s assets against 10ss and misappropriation; to maintain proper
accounting records for producing reliable financial information; to
provide reasonable, but not absolute, assurance against material
fraud and errors. Policies and procedures are established to ensure
compliance with applicable laws, regulations and industry standards
and as the on-going process for identifying, evaluating and managing
the significant risks faced by the Group and this process includes
updating the system of internal controls when there are changes to
business environment or regulatory guidelines.

Systems and procedures are also established to identify, measure,
manage and control different risks arising from different businesses
and functional activities. Risk management policies and major control
limits are established and approved by the Board. Significant issues
in the management letters from external auditors and reports from
regulatory authorities will be brought to the attention of the Audit
Committee to ensure that prompt remedial action is taken. All
recommendations will be properly followed up to ensure they are
implemented within a reasonable period of time.

The Board is of the view that the system of internal controls in place
for the year under review and up to the date of issuance of the
annual report and consolidated financial statements is sound and is
sufficient to safeguard the interests of shareholders, customers and
employees, and the Group's assets.
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SHAREHOLDERS’ RIGHTS
Making Enquiry to the Board

Shareholders should direct their questions about their shareholdings
to the Company's Registrar, Tricor Services Limited at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong.

Shareholders and the investment community may at any time make
a request for the Company’s information to the extent such
information is publicly available.

Shareholders may send written enquiries, either by post, by
facsimiles or by email, together with his/her contact details, such as
postal address, email or fax, addressing to the head office of the
Company at the following address or facsimile number or via email:

By email to pat@hoifuenergy.com

By letter to the Company'’s registered address: Units 1910-12, 19/F
China Merchants Tower, Shun Tak Centre, 168-200 Connaught
Road Central, Sheung Wan, Hong Kong

By fax to (852) 2587 7807

All enquiries shall be collected by the Company Secretary who shall
report to the Executive Directors periodically on the enquiries
collected. The Executive Directors shall review the enquiries and
assign different kinds of enquiries to appropriate division head/
manager for answering. After receiving the answers of all enquiries
from the relevant division head/manager, the Company Secretary
will collect the answers for the Executive Directors’ review and
approval. The Company Secretary shall then be authorized by the
Executive Directors to reply all enquiries in writing.
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INVESTOR RELATIONS

The Company recognises its responsibility to explain its activities to
those with a legitimate interest and to respond to their questions. In
addition, guestions received from the general public and individual
shareholders are answered promptly. In all cases great care is taken
to ensure that no price-sensitive information is disclosed selectively.

SHAREHOLDERS COMMUNICATION POLICY

The Board is responsible for ensuring shareholder communications
are adequate and appropriate and based on transparency and sound
corporate governance principles. The Company adopted a
Shareholders Communication Policy on 1 March 2012 which aims to
present a clear, balanced and comprehensive assessment of our
financial position and operational status by providing shareholders
and other stakeholders with information in a timely and transparent
manner. The Company will communicate to shareholders through
written information and electronic communication as follows:

Annual and interim reports

o Disclosures made to the Hong Kong Stock Exchange

o Notice and circular of general meetings

o Annual general meeting, where the external auditor is available
to answer questions about the audit

o Corporate website: www.hoifuenergy.com

o Direct enquiry sent to the Company
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Independent Auditor’s Report

BATLE 18 s HER R AT A R 6)
ELITE PARTNERS CPA LIMITED

‘ ) Certified Public Accountants
TO THE SHAREHOLDERS OF HOIFU ENERGY GROUP LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Hoifu
Energy Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 53 to 149,
which comprise the consolidated statement of financial position as
at 31 December 2013, and the consolidated statement of profit or
loss and other 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 misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the
Bermuda Companies Act, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report. 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.
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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
judgment, 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.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group as at 31 December 2013,
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.

Elite Partners CPA Limited
Certified Public Accountants
Hong Kong, 28 March 2014

Siu Edmund
Practising Certificate Number P05333

Suites 2B-4A, 20th Floor, Tower 5
China Hong Kong City

33 Canton Road, Tsim Sha Tsui
Kowloon, Hong Kong
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
OO0o0odoodoodn

For the year ended 31 December2013 DD D ODODODO0OOOOOOOOOOO

2013 2012
goooo goooo
HK$’000 HK$'000
gooo ooa
(Represented)
oooo
Revenue oad 7 562,886 18,974
Cost of goods sold and direct cost 0oooooooooo (542,650) (8,323)
Gross profit 0o 20,236 10,651
Other income 0ooo 1,435 2,771
Other gains or losses ooooooo 8 6,730 737
Administrative expenses oooo (48,175) (25,503)
Impairment loss on exploration and 0oooooooooo
evaluation assets 19 (237) -
Share of loss of an associate 0000oooo - (11,852)
Impairment loss on interest in an associate 000000O0ooO - (19,110)
Gain on distribution in specie of shares 000oooOoooooono
of a subsidiary oood 38 - 22,311
Loss from operation oooo (20,011) (19,995)
Finance costs gooo 10 (2,257) (1,782)
Loss before taxation ooooo (22,268) (21,777)
Taxation oo il 300 -
Loss for the year 0ooo 12 (21,968) (21,777)
Other comprehensive income (expenses) ooooOomooaO
Items that may be reclassified 00O0o0o0oooooono
subsequently to profit or loss: 0ooo
Exchange differences arising on 00O0000ooO
translation 1,259 (282)
Share of other comprehensive 0ooooooooooo
income of an associate - 899
Reclassification adjustment for the 0ooooooooooon
cumulative gain included in gooooooooono
profit or loss upon distribution ooooooo
in specie of shares of a subsidiary - (22,311)
Other comprehensive income (expense) 0oOoo0ooomooo
for the year 1,259 (21,694)
Total comprehensive expenses 0ooooooo
for the year (20,709) (43,471)
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For the year ended 31 December2013 DD ODODOODOOODOOOOOOOO

2013 2012
goooo goooo
HK$’000 HK$'000
ooo ooa
(Represented)
oooo
Loss for the year attributable to: 0oooooo
Owners of the Company oooooo (21,471) (21,265)
Non-controlling interests ooooo (497) (512)
(21,968) 21,777)
Total comprehensive expenses 0oooooooo
attributable to:
Owners of the Company oooooao (20,212) (42,930)
Non-controlling interests ooooo (497) (541)
(20,709) (43,471)
Loss per share — Basic oooo—0o0 15 HK$(0.0147)00  HK$(0.0281)0 O
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Consolidated Statement of Financial Position
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At31December2013 DOOOODOODOOODO

2013
goooaa
NOTES HK$’000
oo ooo
Non-current assets oooog
Fixed assets oooo 17 1,634 749
Intangible assets oooo 18 11,011 -
Exploration and evaluation assets Ooooooo 19 5,776 —
Deposits paid for acquisition of a OO00o0oocooooo
subsidiary 0od - 1,086
Statutory deposits oooo 21 4,107 4,307
Loans receivable oooao 22 406 700
22,934 6,842
Current assets oood
Accounts receivable oooao 23 97,376 71,142
Loans receivable oooo 22 416 199
Other receivables, prepayments OooO0oooooooo
and deposits ooo 24 72,255 6,210
Pledged fixed deposits Ooo0ooomooooo
(general accounts) 25 7,543 7,530
Bank balances (trust and goomooooooonO
segregated accounts) 25 75,199 90,345
Bank balances (general accounts) D00MO0O00oomoog
and cash 25 177,839 215,885
430,628 391,311
Current liabilities gooo
Accounts payable oooo 26 93,219 114,007
Other payables and accrued expenses Oo00o0oocooooo 27 28,342 13,954
Bank overdrafts oooo 28 - 9,156
Amount due to a Director oooood 29 65,878 41,995
187,439 179,112
Net current assets gooooogo 243,189 212,199
Total assets less current liabilities O0o0O0O0oooo 266,123 219,041
Non-current liabilities ooooo
Deferred tax liabilities oooooo 20 3,303 -
Net assets oooo 262,820 219,041
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At31December2013 DOOOOOODOOOODO

2013
goooaa
HK$’000
ooo
Capital and reserves googoo
Share capital oad 30 148,810 145,684
Reserves oad 142,102 116,287
Equity attributable to owners oooooooooo
of the Company 290,912 261,971
Non-controlling interests oooood 31 (28,092) (42,930)
Total equity gooo 262,820 219,041

The consolidated financial statements on pages 53 to 149 were
approved and authorised for issue by the Board of Directors on
28 March 2014 and are signed on its behalf by:

Dr. Hui Chi Ming, G.B.S., J.P.
0o0odde.s.s.,J.pr.
DIRECTOR
oo
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Dr. Chui Say Hoe
ooooao
DIRECTOR
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Consolidated Statement of Changes In Equity
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For the year ended 31 December2013 DD D ODODODO0OOOOOOOOOOO

Capital Share  Currency Non-
Share Share Contributed - redemption option  translation Accumulated controlling
capital  premium surplus— reserve reserve reserve osses Total interests

0o 0000 0oOO0 oODOoOCD  COoOOO OoDocooo O+oOoO 00 00000
HKS000  HKS'000 HKS'000 HK$'000 HKS000  HKSOOD  HKS000 HKS'000 HKS'000
000 noo ooo ooo oo 000 a0ao ooo ooo

A1 January 2012 goooooooon 63634 359456 2140 = = 54102 (326,919) 179,463 (42,389) 137,074
Loss for the year oooo = = = - - - (21,265) (21,265) (512 o,
Exchange differences arising on 000000000

franslation - - - - - (2%3) - (259) (9 (282)
Share of other comprehensiveincome 000000000000

of an associate - - - - - 899 - 8%9 - 899

Reclassification adjustment for the 0000000000000
cumulative gain include in profit or 00000000000
I0ss upon distribution in Specie of 0ooooo

shares of a subsidliary - - - - - 231 - (231 - 231
Total comprehensive expense for theyear 00000000 = = = = = (21,665) (21265) (92930) (541) w34n)
Reduction of share premiumaccount 0000000 - (3916 39162 - - - - - - -
Special dividend by way of distriouton 00000000000

0f shares of subsidiary (Note 16) 000000maoo 1 = = (76,758) - - - - (76,758) - [76,758)
Shares isslied ooooo 8200 123000 - - - - - 205000 - 205000
Transaction costs attributabletoissie 00000000000

of shares - (2804 - - - - - (2804 - (2,800
At 31 December 2012 gooooooooooon 145,684 120490 311544 = = Q7 (348,184) 2191 (42,930) 29,041
Loss for the year 0000 = = = = = = 2147 21471) (497) (21968)
Exchiange diferences arising 0ooooooao

ontranslation - - - - - 1,259 - 1259 - 1,259
Total comprehensive expense for theyear 00000000 - - - - - 1,59 2147 20212) (497) (20,709
Shares issLied ooooo 3200 4240 - - - - - 45,440 - 45,440
ffect of share options 0ooooo = - - - 474 - - 4784 - 470
Share repurchase and cancelled ooooooo (1) (957 - 7 - - o) (1,031) - (1,031)
Contribution by non-controlling interests 0000000 = = = = = = - - 11490 149
Acquisition of subsiciaries 0ooooo = = = = = = = = 3845 3845
At31 December 2013 0oooooooooooo 148,810 161,773 311,544 7 4744 36% (369,729) 20912 (2809) 22800
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For the year ended 31 December2013 OO0 OOO0OOOOOOOOCOOOO

Notes:

a1
(0]

Contributed surplus represented the aggregate of (i) the difference of
approximately HK$29,140,000 between the nominal value of shares of the
acquired subsidiaries and the nominal value of the shares of the Company issued
for the acquisition at the time of the reorganisation of the Group; (i) amount of
approximately HK$359,162,000 transferred from the share premium account of
the Company of, pursuant to the special resolutions passed by the shareholders
of the Company at a special general meeting held on 20 October 2012; less (iii)
distribution of shares of a subsidiary of an amount of approximately
HK$76,758,000 on 7 November 2012.

Capital redemption reserve has been set up and is dealt with on repurchases and
cancellations of the Company’s own shares. The application of the capital
redemption reserve is governed by Section 42A of the Companies Act 1981 of
Bermuda (as amended).
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For the year ended 31 December2013 DD D ODODODO0OOOOOOOOOOO

2013 2012
oooon oooono

HK$’000 HK$'000

ooo

ooo

Operating activities ooog
Loss before taxation ooooo (22,268) (21,777)
Adjustments for: Dooooooooo
Reversal of allowance for bad and ooooooao
doubtful debts (6,305) (4317)
Interest income oooo (5,738) (3,982)
Depreciation oo 480 415
Amortisation 0o 1,001 -
Finance costs oooo 2,257 1,782
Impairment loss on exploration and Oo000ooooooo
evaluation assets 237 -
Gain on disposal of a subsidiary Ooooooooooo (109) -
Gain on bargain purchase Ooooooo (394) -
Share of loss of an associate Oooooooo - 11,852
Impairment loss on interest in an associate O00000ooOoOoooo - 19,110
Gain on distribution in specie of shares of O000o0oooooooog
a subsidiary oooo - (22,311)
Operating cash flows before movements 0000000000000
in working capital oo (30,839) (15,342)
Decrease (increase) in statutory deposits Doo0mooo 200 (232)
Decrease in loans receivable oooooo 68 214
Increase in accounts receivable oooooo (19,737) (26,429)
(Increase) decrease in other receivables, O00Moo0ooooooooo
prepayments and deposits ooo (65,821) 867
Decrease in bank balances (trust and doooomoooooooo
segregated accounts) 15,146 109
(Decrease) increase in accounts payable ooomooooo (20,788) 19,028
Increase in other payables and accrued Do0000ooooooooo
expenses 14,280 1,488
Cash used in operations gooooao (107,491) (20,297)
Interest paid ooono (2,257) (1,782)
Interest received oooo 5,673 3,975
Hong Kong Profits Tax refunded ooooooog - 117
Net cash used in operating activities oooooooooo (104,075) (17,987)
Investing activities ooog
Purchase of fixed assets oooooo (1,363) (132)
Payment for acquisition of subsidiaries Doooooooo (4,353) -
Proceeds on disposal of a subsidiary oooooooooocoa 86 =
Placement in pledged fixed deposits o0o0ooooOmooooo
(general accounts), gross oo (13) (13)
Deposit paid for acquisition of a subsidiary oooooooooooo - (1,086)
Interest received on bank deposits oooooood 65 7
Net cash used in investing activities oooooooood (5,578) (1,224)
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For the year ended 31 December2013 DD ODODOODOOODOOOOOOOO

2013

gooogd

HK$°000
ooo

Financing activities gooo
Distribution of shares of a subsidiary oooooooo 38 - (23)
Advance from an associate oooooo - 9,000
Repayment to an associate 0oooooo - (9,000)
Advance from a Director goooooo 23,906 14,538
Proceeds from issue of shares oooooooo 45,440 205,000
Payment on repurchase of shares ooooooo (1,031) -
Expenses on issue of shares ooooooo - (2,804)
Capital contribution from ooooooo

non-controlling interest 11,490 =
Net cash generated from godoodooooooon

financing activities 79,805 216,711
Net (decrease) increase in cash 0d0o00oooooDmoooOoa

and cash equivalents oo (29,848) 197,500
Cash and cash equivalents doo0odoooooodo

at beginning of the year 206,729 9,511
Effect of foreign exchangeratechanges OOOOOO0OOO0O 958 (282)
Cash and cash equivalents goooooooog

at end of the year oo 177,839 206,729
Analysis of balances of cash and gooopooooooo

cash equivalents oo
Bank balances (general accounts) 000Doooomoo

and cash 177,839 215,885
Bank overdrafts oooo - (9,156)

177,839 206,729
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Notes to the Consolidated Financial Statements

Joogboogt

For the year ended 31 December2013 OO O0OO0OO0OOOO0OOOOCOOOOO

GENERAL

The Company is an exempted company incorporated under
the Companies Act 1981 of Bermuda (as amended) and its
shares are listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). Its ultimate holding
company is Triumph Energy Group Limited, which is
incorporated in the British Virgin Islands (“BVI").

The consolidated financial statements of the Group for the year
ended 31 December 2013 comprise the Company and its
subsidiaries (together the “Group”). The Company is an
investment holding company. The principal activities of the
Group are (1) the trading of natural resources and
petrochemicals; (2) oil and gas exploration and production; and
(3) the provision of financial services.

The consolidated financial statements are presented in Hong
Kong dollars, which is the same as the functional currency of
the Company and most of its subsidiaries.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs™)

In the current year, the Group has applied the following
amendments to HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants (the “"HKICPA").

Amendments to Annual Improvements to HKFRSS
HKFRSs 2009-2011 Cycle

Amendments to Disclosures — Offsetting Financial
HKFRS 7 Assets and Financial Liabilities

Amendments to Consolidated Financial Statements,
HKFRS 10, Joint Arrangements and Disclosure
HKFRS 11 and of Interests in Other Entities:
HKFRS 12 Transition Guidance

HKFRS 10 Consolidated Financial Statements

HKFRS 11 Joint Arrangements

HKFRS 12 Disclosure of Interests in

Other Entities
HKFRS 13 Fair Value Measurement

HKAS 19 (2011)

Employee Benefits

HKAS 27 (2011) Separate Financial Statements
HKAS 28 (2011) Investments in Associates and
Joint Ventures
Amendments to Presentation of Items of Other
HKAS 1 Comprehensive Income

HK(FRIC)-Int 20

Stripping Costs in the Production
Phase of a Surface Mine

1.
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For the year ended 31 December2013 OO0 OOO0OOOOOOOOCOOOO

[¢)]
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

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

Impact of the application of HKFRS 12

HKFRS 12 is a new disclosure standard and is applicable to
entities that have interests in subsidiaries, joint arrangements,
associates and/or unconsolidated structured entities. In
general, the application of HKFRS 12 has resulted in more
extensive disclosures in the consolidated financial statements.

Amendments to HKAS 1 Presentation of
Items of Other Comprehensive Income

The Group has applied the amendments to HKAS 1
Presentation of Items of Other Comprehensive Income. Upon
the adoption of the amendments to HKAS 1, the Group's
‘statement of comprehensive income’ is renamed as the
‘statement of profit or loss and other comprehensive income'.
The amendments to HKAS 1 retain the option to present profit
or loss and other comprehensive income in either a single
statement or in two separate but consecutive statements.
Furthermore, the amendments to HKAS 1 require additional
disclosures to be made in the other comprehensive income
section such that items of other comprehensive income are
grouped into two categories: (a) items that will not be
reclassified subsequently to profit or loss and (b) items that
may be reclassified subsequently to profit or loss when specific
conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the same
basis — the amendments do not change the option to present
items of other comprehensive income either before tax or net
of tax. The amendments have been applied retrospectively,
and hence the presentation of items of other comprehensive
income has been modified to reflect the changes. Other than
the above mentioned presentation changes, the application of
the amendments to HKAS 1 does not result in any impact on
profit or loss, other comprehensive income and total
comprehensive income.

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

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective:

Amendments to HKFRSS

Amendments to HKFRSS

HKFRS 9

HKFRS 14

Amendments to HKFRS 9
and HKFRS 7

Amendments to HKFRS 10,
HKFRS 12 and HKAS 27

Amendments to

HKAS 19 (2011)
Amendments to HKAS 32
Amendments to HKAS 36

Amendments to HKAS 39

HK(IFRIC)-Int 21

Annual Improvements to HKFRSs
2010-2012 Cycle?

Annual Improvements to HKFRSs
2011-2013 Cycle?

Financial Instruments®

Regulatory Deferral Accounts*

Mandatory Effective Date of
HKFRS 9 and Transition
Disclosures?®

Investment Entities’

Defined Benefit Plans:
Employee Contributions?
Offsetting Financial Assets
and Financial Liabilities'
Recoverable Amount Disclosures
for Non-Financial Assets’
Novation of Derivatives and
Continuation of Hedge
Accounting’
Levies!

i Effective for annual periods beginning on or after 1 January 2014, with

earlier application permitted.

2 Effective for annual periods beginning on or after 1 July 2014, with early
application is permitted.

g Available for application — the mandatory effective date will be
determined when the outstanding phases of HKFRS 9 are finalised.

4 Effective for annual periods beginning on or after 1 January 2016, with

earlier application permitted.

The Directors of the Company anticipate that the application of
the above new and revised HKFRSs will have no material
impact on the consolidated financial statements.
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
issued by the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the
Rules Governing the Listing of Securities on the Stock Exchange
and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared
under the historical cost basis. Historical cost is generally
based on the fair value of the consideration given in exchange
for goods.

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

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

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

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

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

3.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

The principal accounting policies are set out below.
Basis of consolidation

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

o has power over the investee;

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

. has the ability to use its power to affect its returns.

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

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

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

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with the Group’s accounting policies.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

When the Group loses control of a subsidiary, a gain or loss is
recognised in profit or loss and 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. All amounts previously recognised in other
comprehensive income in relation to that subsidiary are
accounted for as if the Group had directly disposed of the
related assets or liabilities of the subsidiary (i.e. reclassified to
profit or loss or transferred to another category of equity as
specified/permitted by applicable HKFRSS). The fair value of
any investment retained in the former subsidiary at the date
when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKAS 39, when
applicable, the cost on initial recognition of an investment in an
associate or a joint venture.

Distribution in specie

Where the Company distributes non-cash assets to its equity
holders, the dividend is recognised when the dividend declared
and is measured at the fair value of such non-cash assets. The
carrying amount of the dividend payable is adjusted up to the
settlement date, with any changes in the carrying amount of
the dividend payable recognised in equity as adjustments to
the amount of the distribution. When the Group settles the
dividend payable, the difference between the carrying amount
of the assets distributed and the carrying amount of the
dividend payable, if any, is recognised in profit or loss.

3.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations

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

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

o deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are
recognised and measured in accordance with HKAS 12
Income Taxes and HKAS 19 Employee Benefits
respectively;

° liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to
replace share-based payment arrangements of the
acquiree are measured in accordance with HKFRS 2
Share-based Payment at the acquisition date (see the
accounting policy below); and

° assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 Non-current Assets
Held for Sale and Discontinued Operations are measured
in accordance with that standard.

3.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations (Continued)

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

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the entity’s
net assets in the event of liquidation may be initially measured
either at fair value or at the non-controlling interests’
proportionate share of the recognised amounts of the
acquiree’s identifiable net assets. The choice of measurement
basis is made on a transaction-by-transaction basis. Other
types of non-controlling interests are measured at their fair
value or, when applicable, on the basis specified in another
HKFRS.

When the consideration transferred by the Group in a business
combination includes assets or liabilities resulting from a
contingent consideration arrangement, the contingent
consideration is measured at its acquisition-date fair value and
included as part of the consideration transferred in a business
combination. Changes in the fair value of the contingent
consideration that qualify as measurement period adjustments
are adjusted retrospectively, with the corresponding
adjustments made against goodwill. Measurement period
adjustments are adjustments that arise from additional
information obtained during the “measurement period” (which
cannot exceed one year from the acquisition date) about facts
and circumstances that existed at the acquisition date.

3.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations (Continued)

The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent
consideration is classified. Contingent consideration that is
classified as equity is not remeasured at subsequent reporting
dates and its subsequent settlement is accounted for within
equity. Contingent consideration that is classified as an asset
or a liability is remeasured at subseqguent reporting dates in
accordance with HKAS 39, or HKAS 37 Provisions, Contingent
Liabilities and Contingent Assets, as appropriate, with the
corresponding gain or loss being recognised in profit or 10ss.

When a business combination is achieved in stages, the
Group's previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the date
when the Group obtains control), and the resulting gain or loss,
if any, is recognised in profit or loss. Amounts arising from
interests in the acquiree prior to the acquisition date that have
previously been recognised in other comprehensive income
are reclassified to profit or loss where such treatment would
be appropriate if that interest were disposed of.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts for
the items for which the accounting is incomplete. Those
provisional amounts are adjusted during the measurement
period (see above), and additional assets or liabilities are
recognised, to reflect new information obtained about facts
and circumstances that existed at the acquisition date that, if
known, would have affected the amounts recognised at that
date.

3.

goboooyon

ogoooryog

gooboooobooobooobobooo
obooboboooooooboobooboo
gbooocobbooooboooobbooo
oooboOoobooobOoooDbbOOoo
ooooobobooooboooobooo
OoOooo30oo0ooooos37ood
0o0oobObOo0ooobOo0mobOoOoon
ogoobooooboboboooobbooon
oooo

ooo0o0ooobOoobooobbOoon
oooooooooooobobbooToo
oooooooobbooooboooon
00000 obobooobooboon
ooooooooooobboooboboo
oooooooobobOoboOoooooo
oooooooooom

ogooooooooobooobobooo
oobooOooooobOb0OooobOoon
oooo0ooobOooboooobbooon
oombooomooooobbooooo
gogooobooooboooobobooo
oob00oobOO0ooooObOoobobDOoOon
oooo



HOIFU ENERGY GROUP LIMITED » OO0 DOO0OO0OO0OO

Notes to the Consolidated Financial Statements
Oooooogd

For the year ended 31 December2013 OO0 OOO0OOOOOOOOCOOOO

~

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for
services provided in the normal course of business.

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

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

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

o the amount of revenue can be measured reliably;

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

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

commission and brokerage income are recognised when the
services are provided.

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group and
the amount of income can be measured reliably. Interest
income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to that
asset's net carrying amount on initial recognition.

Advisory fee income is recognised when the services are
provided.

3.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Fixed assets

Fixed assets are stated in the consolidated statement of
financial position at cost less subsequent accumulated
depreciation and subsequent accumulated impairment losses,
if any.

Depreciation is recognised so as to write off the cost of items
of fixed assets less their residual values over their estimated
useful lives, using the straight-line method. The estimated
useful lives, residual values and depreciation method are
reviewed at the end of each reporting period, with the effect of
any changes in estimate accounted for on a prospective basis.

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

Intangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for
trading rights is recognised on a straight-line basis over their
estimated useful lives. The estimated useful lives and
amortisation method are reviewed at the end of each reporting
period, with the effective of any changes in estimate being
accounted for on a prospective basis.

3.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Intangible assets (Continued)
Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are
recognised separately from goodwill and are initially recognised
at their fair value at the acquisition date (which is regarded as
their cost). Subsequent to initial recognition, intangible assets
acquired in a business combination with finite useful lives are
reported at costs less accumulated amortisation and any
accumulated impairment losses on the same basis as
intangible assets that are acquired separately. Alternatively,
intangible assets acquired in a business combination with
indefinite useful lives are carried at cost less any subsequent
accumulated impairment losses (see the accounting policy in
respect of impairment losses on tangible and intangible assets
below).

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

Exploration and evaluation assets

Exploration and evaluation assets are recognised at cost on
initial recognition. Subsequent to initial recognition, exploration
and evaluation assets are stated at cost less any accumulated
impairment losses. Costs of exploratory wells (pipelines, drilling
cost and others) are capitalised pending a determination of
whether sufficient quantities of potentially economic oil and
gas reserves have been discovered.

Exploration and evaluation assets include the cost of
exploration rights and the expenditures incurred in the search
for natural resources as well as the determination of technical
feasibility and commercial viability of extracting those
resources.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Exploration and evaluation assets (Continued)

When the technical feasibility and commercial viability of
extracting natural resources become demonstrable, previously
recognised exploration and evaluation assets are reclassified
as either intangible or tangible assets. These assets are
assessed for impairment before reclassification.

Impairment of exploration and evaluation assets

The carrying amount of the exploration and evaluation assets
is reviewed annually. When one of the following events or
changes in circumstances, which is not exhaustive, indicate
that the carrying amount may not be recoverable has occurred,
impairment test is performed in accordance with HKAS 36.

° the period for which the Group has the right to explore in
the specific area has expired during the period or will
expire in the near future, and is not expected to be
renewed.

o substantive expenditure on further exploration for and
evaluation of natural resources in the specific area is
neither budgeted nor planned.

° exploration for and evaluation of natural resources in the
specific area have not led to the discovery of
commercially viable quantities of natural resources and
the Group has decided to discontinue such activities in
the specific area.

. sufficient data exist to indicate that, although a
development in the specific area is likely to proceed, the
carrying amount of the exploration and evaluation asset
is unlikely to be recovered in full from successful
development or by sale.

3.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Exploration and evaluation assets (Continued)
Impairment of exploration and evaluation assets (Continued)

An impairment loss is recognised in profit or loss whenever the
carrying amount of an asset exceeds its recoverable amount.
The Group will study a specific area based on all available
technical data. Several drilling locations will be proposed and
discussed amongst project partners before final drilling location
is confirmed. The well costs will be expensed if it is determined
that such economic viability is not attained within the specific
area after performing further feasibility studies that is usually
finished within one year of completion of drilling. If the Group
determines not to further explore a specific area that
previously studied, any outstanding drilling cost and other
exploration and evaluation assets in that specific area will be
impaired immediately.

Impairment losses on tangible and intangible
assets

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets with
finite useful life to determine whether there is any indication
that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment
loss, if any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the
asset belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated
to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for
which a reasonable and consistent allocation basis can be
identified.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment losses on tangible and intangible
assets (Continued)

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

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. An impairment 0ss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit) is increased to
the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment
loss been recognised for the asset (or a cash-generating unit)
in prior years. A reversal of an impairment loss is recognised
as income immediately.

Taxation

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

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

3.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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

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

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

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

3.

goboooyon

oo

gooboooobooobooobobooo
oooboooooooobooobboo
goboooooboboooobbooooon
oooobOoooobOoboooboDbOo
ooooobooooboboooobbooon
gobooobooobooobOboon
ooo0O00ooooOoobObO0o0ooooon
oooooooboooobboooboboo
ooboOoobOOooooObOoobobOoOon
oobo0OooobDoob0ooobbOoon
goog

ooo0ooobOooobObOoobObOoon
ooooooooooooooboooono
goobooooooboOoooobbOoo
ooooOooooObOOoOoooooODbbOOoo
ogoooooobooooboooooo
oob0ooobOO0ooobOOoobObOoon
ooo0o0ooboooboboooobbooon
gooo

oooooobooobooobbooon
gbooobboooobboooobbooo
ooboobOoobooobon

gooboooobooobooobboo
ooobOooooObOoooboooDbbOoo
oboobobobooboobooboooomo
gomaoo



Annual Report2013 « 000000

Notes to the Consolidated Financial Statements

Joogboogt

For the year ended 31 December2013 OO O0OO0OO0OOOO0OOOOCOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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

Current and deferred tax are recognised in profit or loss,
except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case, the
current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.

Foreign currencies

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

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

3.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

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

On the disposal of a foreign operation (i.e. a disposal of the
Group'’s entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a
foreign operation, or a disposal involving loss of significant
influence over an associate that includes a foreign operation),
all of the exchange differences accumulated in equity in
respect of that operation attributable to the owners of the
Company are reclassified to profit or loss. In addition, in
relation to a partial disposal of a subsidiary that does not result
in the Group losing control over the subsidiary, the
proportionate share of accumulated exchange differences are
re-attributed to non-controlling interests and are not
recognised in profit or loss. For all other partial disposals (i.e.
partial disposals of associates that do not result in the Group
losing significant influence), the proportionate share of the
accumulated exchange differences is reclassified to profit or
loss.

Leasing

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

3.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term. Contingent rentals
arising under operating leases are recognised as an expense in
the period in which they are incurred.

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

Retirement benefits costs

Payments to defined contribution retirement benefits scheme
are recognised as an expense when employees have rendered
service entitling them to the contributions.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of
those assets until such time as the assets are substantially
ready for their intended use or sale. Investment income earned
on the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

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

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of the
instrument.

3.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial
recognition.

A financial asset and a financial liability is offset and the net
amount presented in the consolidated statement of financial
position when and only when the Group currently has a legally
enforceable right to set off the recognised amounts and
intends either to settle on a net basis, or to realise the asset
and settle the liability simultaneously.

Financial assets

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

Effective interest method

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

Interest income is recognised on an effective interest basis for
debt instrument.

3.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. Subsequent to initial recognition, loans and
receivables including bank balances and cash, pledged fixed
deposits, accounts receivable, loans receivable, other
receivables and deposits and statutory deposits are carried at
amortised cost using the effective interest method, less any
identified impairment losses.

Interest income is recognised by applying the effective interest
rate, except for short-term receivables where the recognition
of interest would be immaterial.

Impairment of loans and receivables

Loans and receivables are assessed for indicators of
impairment at the end of the reporting period. Loans and
receivables are considered to be impaired where there is
objective evidence that, as a result of one or more events that
occurred after the initial recognition, the estimated future cash
flows have been affected. Objective evidence of impairment
could include:

o significant financial difficulty of the issuer or counterparty;
or

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

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

goboooyon

ogoooryog

TREE 00

ooooooo

gooboooobooobboooboboo
goobOooooObooobObOooooo
ooooboooooooomobooooo
oooboooobboboooboooooo
oooooooooobboboooooo
goobOoOoooObOooboooDbbOOoo
oooooo

oooboooooboooooobbooo
gooooooobooobobooog

oooooooon

gooboooobooobboooboboo
gogbooobooooboOoooobooo
oob0o0oobOO0oo0ObOooboDbOoOon

ooooboooooooboobonooon
obooooo

° oooobOoobOoobOoooonog
a

° oooooooooooOoDba

° ooooooooboobo

-



HOIFU ENERGY GROUP LIMITED » OO0 DOO0OO0OO0OO

Notes to the Consolidated Financial Statements
Oooooogd

For the year ended 31 December2013 OO0 OOO0OOOOOOOOCOOOO

[o0]
N

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of loans and receivables (Continued)

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

The amount of the impairment loss recognised is the difference
between the asset’s carrying amount and the present value of
the estimated future cash flows discounted at the financial
asset’'s original effective interest rate. If, in a subsequent
period, the amount of impairment loss decreases and the
decrease can be related objectively to an event occurring after
the impairment losses was recognised, the previously
recognised impairment loss is reversed through profit or loss
to the extent that the carrying amount of the asset at the date
the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been
recognised.

The carrying amount of the loans and receivables is reduced
by the impairment loss directly for all financial assets with the
exception of accounts receivable, where the carrying amount
is reduced through the use of an allowance account. Changes
in the carrying amount of the allowance account are
recognised in profit or loss. When a receivable is considered
uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are
credited to profit or oss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities and equity instruments

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

Equity instruments

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

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

Effective interest method

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

Interest expense is recognised on an effective interest basis.
Financial liabilities

Financial liabilities including accounts payable, other payables
and accrued expenses, bank overdrafts and amount due to a

Director are subsequently measured at amortised cost, using
the effective interest method.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire.

On derecognition of a financial asset, the difference between
the asset’s carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss that
had been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

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

KEY SOURCE OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies
which are described in note 3, management has made the
following estimate that has a significant effect on the amounts
recognised in the consolidated financial statements. The key
source of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, is discussed below.
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KEY SOURCE OF ESTIMATION
UNCERTAINTY (Continued)

Impairment of exploration and evaluation
assets

Exploration and evaluation assets are assessed for impairment
annually and when facts and circumstances suggest that the
carrying amount of an exploration and evaluation asset may
exceed its recoverable amount.

The Group's determination of whether oil concession rights are
impaired requires an estimation of the future development of
the political and social environment in Egypt and the drilling
plan in the oil field. In previous years, the Group decided to
suspend its drilling plan in Egypt after considering the political
and social environment in Egypt and an impairment loss of
approximately HK$339,971,000 was recognised on oil
concession rights. The Group’s carrying value of exploration
and evaluation assets as at 31 December 2013 and 2012 was
Zero.

For assets under construction located in Tunisia, the group
determined whether the related well costs are expensed if it is
determined that such economic viability is not attained within
the specific area after performing further feasibility studies that
is usually completed within one year of completion of drilling.
During the year ended 31 December 2013, an impairment loss
of approximately HK$237,000 was recognised on assets under
construction. The Group’s carrying value of assets under
construction as at 31 December 2013 was approximately
HK$5,776,000.
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KEY SOURCE OF ESTIMATION
UNCERTAINTY (Continued)

Impairment of intangible assets — mineral
mining rights

The recoverable amount of the mineral mining rights have
been determined based on value-in-use calculation. The value-
in-use calculation requires the Group to estimate the future
cash flows expected to arise from the mineral mining rights
and a suitable discount rate in order to calculate the present
value. The management refers to the valuation performed by
independent qualified valuers. In performing the valuation, the
valuers have based on method of valuation which involves
certain estimates and assumptions. This estimates and
assumptions made by management on the future operation of
the business, pre-tax discount rates, and other assumptions
underlying the value-in-use calculations. During the year ended
31 December 2013, no impairment loss was recognised in
respect of the mineral mining rights.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to shareholders through the optimisation
of the equity balance. The capital structure of the Group
consists of equity attributable to owners of the Company,
comprising issued share capital, accumulated losses and other
reserves.

The Directors of the Company review the capital structure on a
continuous basis. As part of this review, the Directors consider
the cost of capital and the risks associated with capital. The
Group will balance its overall capital structure through the
payment of dividends, issuance of new shares as well as the
issue of new debts or the redemption of existing debts. The
Group's overall strategy remains unchanged from prior year.
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CAPITAL RISK MANAGEMENT (Continued)

Certain group entities are regulated by the Hong Kong
Securities and Futures Commission and are required to comply
with the financial resources requirements according to the
Hong Kong Securities and Futures (Financial Resources) Rules
(the "SF(FR)R"). The Group’s regulated entities are subject to
minimum paid-up share capital requirements and liquid capital
requirements under the SF(FR)R. Management closely
monitors, on a daily basis, the liquid capital level of these
entities to ensure compliance with the minimum liquid capital
requirements under the SF(FR)R. The Group’s regulated entities
have complied with the capital requirements imposed by the
SF(FR)R throughout both years.

FINANCIAL INSTRUMENTS

Categories of financial instruments

5. uuobooyoo
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oo oooboodbmo
goobbOooooobbOooobobObOod
oo oooomoobooooboo
gooboooobooooooobobooo
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6. oo

ooooond

2013
oooon

HK$°000
ooo

Financial assets — loans and receivables

Oooo —ooooooo

382,388 391,433

Financial liabilities — amortised cost

oooo —Db0o0ooo

171,784 172,714

Financial risk management objectives and
policies

The Group's financial instruments include bank balances and
cash, pledged fixed deposits, accounts receivable, loans
receivable, other receivables and deposits, statutory deposits,
accounts payable, other payables and accrued expenses, bank
overdrafts and amount due to a Director. Details of the
financial instruments are disclosed in respective notes. The
risks associated with these financial instruments include
market risk (currency risk and interest rate risk), credit risk and
liquidity risk. The policies on how to mitigate these risks are set
out below. Management manages and monitors these
exposures to ensure appropriate measures are implemented
on a timely and effective manner. The Group's overall strategy
substantially remains unchanged from prior year.
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6. FINANCIAL INSTRUMENTS (Continued) 6. Uoomono

Financial risk management objectives and ldddoooooooyoo
policies (Continued)

Market risk 15 B

Currency risk oooo

Several subsidiaries of the Company have other receivables 0O00000000000O0O0O0O0O000
and deposits, pledged fixed deposits, bank balances, other 000000000000 0ooooooo
payables and amount due to a Director denominated in O00000000000oO0O0OoOoooOo
currency other than functional currency of respective group 000000000 DOO0D0OOoOoOooooo
entities which exposed the Group to foreign currency risk. The 00000000 0O0O0oO0OOoOooooon
Group does not have a foreign currency hedging policy O000OO00O0oOoO0Ooooooooooo
currently. However, management monitors foreign exchange ooooooooo

exposure and will consider hedging significant foreign currency
exposure should the need arise.

The carrying amounts of the Group’s monetary assets and 00000000 00oO0O0ooooooo
monetary liabilities denominated in United States dollars D0000000O0oO00oO
("US$") at the end of the reporting period are as follows:

Assets Liabilities
oa oa
2013 2012 2013 2012

goooo googoo ooogoo googon
HK$’000 HK$'000 HK$’000 HK$'000
ooo ooo ooo ooo

Subsidiaries with functional DO OO0 OO0 OO

currency of Australian oooo

dollars (“A$") 315 385 6,423 6,128
Subsidiaries with functional D0 O0O0O0O0 OO

currency of HK$ oooo 41,912 5,186 - —
Sensitivity analysis ooooo
As HK$ is pegged to US$, the Group does not expect any 0000000 ooooooooooOo
significant movements in the US$/HK$ exchange rates. 0000000000000 OOO

[o0]
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
Currency risk (Continued)

Sensitivity analysis (Continued)

The following table details the Group’s sensitivity to a 5% (2012:
5%) increase and decrease in A$ against US$. 5% (2012: 5%) is
the sensitivity rate used which represents management'’s
assessment of the reasonably possible change in foreign
exchange rates. The sensitivity analysis includes only
outstanding denominated monetary items and adjusts their
translation at the year end for a 5% (2012: 5%) change in
foreign currency rates. A positive number below indicates a
decrease in loss where A$ strengthen 5% (2012: 5%) against
US$. For a 5% weakening of A$ against the US$, there would
be an equal and opposite impact on the loss and the balances
below would be negative.

6. Uoomono

udooooooooayoo

SR O 0

ooorooo

ooooomoo

00oooooooooouoooooo sk
0000000 MO0NO0N0NS% 0000
0osooooooooooooooo
oob0o0oooObOO0o0obooobbOoon
goobobooobobooboooobobooo
00Ok O0O0000S% o ooood
O00o0oooooooouooooOdsSs
00000oosS»io0oooooood
ooo0ooS»ooooooooooo
goboobobooboobooDbo

2013
oooon

HK$’000

Decrease in l0ss oooo

ooo

305 287

Interest rate risk

The Group is exposed to fair value interest rate risk in relation
to fixed-rate pledged fixed deposits, loans receivable and bank
overdrafts. The Group is also exposed to cash flow interest rate
risk in relation to variable-rate financial assets of bank
balances, loans to securities margin clients and amounts due
to a Director. The Group currently does not have interest rate
hedging policy. However, management monitors interest rate
exposure and will consider hedging significant interest rate
exposure should the need arise. The Group’s cash flow interest
rate risk is mainly concentrated on the fluctuation of Hong
Kong Prime Rate arising from the Group’s variable-rate loans to
securities margin clients and amount due to a Director.
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
Interest rate risk (Continued)

Sensitivity analysis

The sensitivity analysis below has been determined based on
the exposure to interest rates for variable-rate loans to
securities margin clients and amount due to a Director
mentioned above at the end of the reporting period. The
analysis is prepared assuming the amounts of assets and
liabilities recorded at the end of the reporting period were
outstanding for the whole year. A 50 basis point (2012: 50 basis
point) increase or decrease represents management’s
assessment of the reasonably possible change in interest
rates.

If interest rates had been 50 basis point (2012: 50 basis point)
higher/lower and all other variables were held constant, the
Group’s loss for the year ended 31 December 2013 would
increase/decrease by approximately HK$101,000 (2012:
HK$10,000).

The effect on bank balances has not been taken into account
in preparing the sensitivity analysis because the effect involved
is not significant.

Credit risk

As at 31 December 2013, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due to
failure to perform an obligation by the counterparties is arising
from the carrying amount of the respective recognised financial
assets as stated in the consolidated statement of financial
position.
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

Credit risk (Continued)

In order to minimise the credit risk, management of the Group
has delegated a team responsible for determination of credit
limits, credit approvals and other monitoring procedures to
ensure that follow-up action is taken to recover overdue debts.
In addition, the Group reviews the recoverable amount of each
individual debt at the end of the reporting period to ensure that
adequate impairment losses are made for irrecoverable
amounts. In this regard, the Directors of the Company consider
that the Group’s credit risk is significantly reduced.

The Group has concentration on bank balances as the Group
had placed the bank balances in several authorised institutions
with high credit ratings assigned by international credit-rating
agencies. The Directors of the Company consider the credit
risk of such authorised institutions is low.

The Group has no significant concentration of credit risk on
accounts receivable and loans receivable, with exposure
spread over a number of counterparties and customers.

Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by management to finance the Group’s operations
and mitigate the effects of fluctuations in cash flows.
Management monitors the utilisation of bank borrowings and
ensures compliance with loan covenants.

The Group’s liquidity position is monitored on a daily basis by
management and is reviewed monthly by the Directors of the
Company. The following table details the Group’s remaining
contractual maturity for its financial liabilities based on the
agreed repayment terms. The table has been drawn up based
on the undiscounted cash flows of financial liabilities based on
the earliest date on which the Group can be required to pay.
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6. FINANCIAL INSTRUMENTS (Continued) 6. Uoomono

Financial risk management objectives and ldddoooooooyoo

policies (Continued)

Liquidity risk (Continued)

mEEZ R 00

Less than
1 month Total
Weighted and total carrying
average undiscounted amount at
effective cash flows 31.12.2013
interest rate ooooo oooooo
oooo 000000 0000000
gooo gooo goooo
% per annum HK$’000 HK$’000
%00 ooo ooo
2013 goooo
Accounts payable oooo - 93,219 93,219
Other payables oooooao - 12,687 12,687
Amount due to a Director 0ooooooo 5.25% 65,878 65,878
171,784 171,784
Less than
1 month Total
Weighted and total carrying
average undiscounted amount at
effective cash flows 31.12.2012
interest rate ooooo oooooo
gooo gooooOo ooooood
gooo oooo goooo
% per annum HK$'000 HK$'000
%00 oono ooo
2012 goooo
Accounts payable oooo — 114,007 114,007
Other payables oooooo - 7,556 7,556
Bank overdrafts oooo 1.5% 9,156 9,156
Amount due to a Director oooooooo 5% 41,995 41,995
172,714 172,714
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FINANCIAL INSTRUMENTS (Continued)
Fair values

The fair values of financial assets and financial liabilities are
determined in accordance with generally accepted pricing
models based on discounted cash flow analysis. The Directors
consider that the carrying amounts of financial assets and
financial liabilities recorded at amortised cost in the
consolidated financial statements approximate to their fair
values.

As at 31 December 2013 and 2012, no financial asset and
liability is carried at fair value.

REVENUE

Sales of natural resources and

6. Uoomono

ogad

gooboooobooobboooboboo
goboooooooobooboooooboo
oobobooobOooooboooboon
oooooooooooooooo

Oo000O000O0O0O0O0OO0O0OO0O0O000
ooooooooooooooooooOd

7. OO

2013
gooono

2012
ooooo

HK$'000
ooo

HK$’000
ooo

oooooooooon

petrochemicals 537,326 -
Commission and brokerage income ooooooo 16,815 13,285

Interest income arising from financial D0000oooooo
business 5,673 3,975
Advisory and consultancy fee ooooo 3,072 1,714
562,886 18,974

OTHER GAINS OR LOSSES

8. UUooooOO

2013

goooaa

HK$’000

ooo

Reversal of allowance bad and ooooooo

doubtful debts 6,305 431
Net exchange (loss) gain ODoomooo (78) 306
Gain on disposal of a subsidiary OoooooooOooOO0 109 -
Gains on bargain purchase ooooooo 394 -
6,730 737
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SEGMENT INFORMATION

Information reported to the Board of Directors of the Company,
being the chief operating decision makers, for the purposes of
resource allocation and assessment of segment performance
focuses on the nature of the products provided and services
rendered.

During the year ended 31 December 2013, certain operating
segments have been introduced, the chief operating decision
maker have re-organised the business activities of the Group
into three reportable segments accordingly — (1) trading
business, (2) mineral mining, oil and gas business and (3)
financial business. These revenue streams are the basis of the
internal reports about components of the Group that are
regularly reviewed by the Board of Directors in order to allocate
resources to segments and to access their performance.

sales of natural resources and
petrochemicals

Trading business —

Mineral mining, oil —
and gas business

exploration and production of
mineral, oil and gas

Financial business — provision of financial services,
including stockbroking, futures
and options broking, mutual
funds, insurance-linked
investment plans and provision
of corporate financial services
and immigration consultancy
services, and securities margin
financing
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SEGMENT INFORMATION (Continued) 9. DUOOoo

Segment revenues and results ooooooad

The following is an analysis of the Group’s revenue and results 000000 0O00oooooooog
by segment.

For the year ended 31 December 2013 BE—ZT—=HF1+-A=+—HILFE

Reportable segments

ooooo
Mineral
mining,
oil and gas
Trading business Financial
business ooog business Consolidated
oooo oooo oooo oo
HK$’000 HK$’000 HK$’000 HK$’000
ooo ooo ooo ooo
REVENUE oo
Segment revenue oooo 537,326 - 25,560 562,886
RESULTS oo
Segment profit (I0ss) o0o0ooo 2,708 (2,698) 4,325 4,335

Corporate administration 0OOOO00O0O
Ccosts (26,603)

Loss before taxation ooooo (22,268)
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9. SEGMENT INFORMATION (Continued)

Segment revenues and results (Continued)

For the year ended 31 December 2012

9. Uuouowoo

uooooooayoog

BE—_F——F{+_F=+—HIFE

Reportable segments

goooo
Mineral
mining,
oil and gas
business Financial
ooo business  Consolidated
aooo ogooo oo
HK$'000 HK$'000 HK$'000
ooao ooo ooo
REVENUE oo
Segment revenue oooo - 18,974 18,974
RESULTS oo
Segment loss oooo (1,342) (6,389) (7,731)
Corporate administration costs oooooo (5,395)
Share of loss of an associate 00O0O00oOooo (11,852)
Impairment loss on interest in Oooooooooo
an associate (19,110)
Gain on distribution in specie o0oo0ooooooon
of shares 22,311
Loss before taxation ooooo (21,777)
The accounting policies of the operating segments are the 00000000 ooooooooOoo

same as the Group's accounting policies. Segment profit (loss)
represents the financial results by each segment without
allocation of corporate administration costs, share of loss of an
associate, impairment loss on interest in an associate and gain
on distribution in specie of shares of a subsidiary. This is the
measure reported to the Board of Directors for the purposes of
resource allocation and performance assessment.

gooobOmobOmooboooboo
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SEGMENT INFORMATION (Continued) 9. DUOOoo

Segment assets and liabilities ooooooad

The following is an analysis of the Group’s assets and liabilities 000000 0O00oooooooog
by segment:

At 31 December 2013 R-ZE—=f+="F=+—H

Reportable segments

goooo
Mineral
mining,
oil and gas
business
Trading O0O00OO Financial
business ooo business Consolidated
oooo ogooo gooo oo
HK$’000 HK$’000 HK$’000 HK$’000
goao goad ooad goa
ASSETS oo
Segment assets oood 199,909 21,492 186,213 407,614
Unallocated assets ooooOoo 45,948
Consolidated totalassets OOOOO0O 453,562
LIABILITIES oo
Segment liabilities oooo 11,625 10,189 162,702 184,516
Unallocated liabilities oooono 6,226
Consolidated total liabilites OO0 OO0 190,742

©
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9.

SEGMENT INFORMATION (Continued)
Segment assets and liabilities (Continued)

At 31 December 2012

9. Uuouowoo

uooooooayoog

R=-F-—=—F+=-HA=1—-H

Reportable segments

goooo
Mineral
mining,
oil and gas
business Financial
oogd business  Consolidated
oooo gooo 0o
HK$'000 HK$'000 HK$'000
ooo ooao ooa
ASSETS oo
Segment assets ooog 4,902 217,673 222,575
Unallocated assets ooooo 175,578
Consolidated total assets ooooog 398,153
LIABILITIES oad
Segment liabilities oooo 6,620 169,385 176,005
Unallocated liabilities ooooo 3,107
Consolidated total liabilities ooocoog 179,112

For the purposes of monitoring segment performances and
allocating resources between segments:

o all assets are allocated to operating segments other than
deposits paid for acquisition of a subsidiary, bank
balances and cash for administrative purpose and other
assets including other receivables, prepayments and
deposits of head office.

. all liabilities are allocated to operating segments, other
payables and accrued expenses in relation to corporate
administration costs.

goboooboobooboobooobo

° ooooooooooooboooon
ooobooOoooooboooooon
oooooobDoOooooooDn
ggobobOooooooboboooon
gobooo

° oooooobooobooooon
gooboooooooooooon
ooog



Annual Report 2013 « 0000000

Notes to the Consolidated Financial Statements
Jdooggon

For the year ended 31 December2013 DD D ODODODO0OOOOOOOOOOO

9. SEGMENT INFORMATION (Continued)

Other segment information

For the year ended 31 December 2013

Amounts included in the measure of

segment profit (10ss) or segment assets:

Additions to fixed assets

Addition to exploration and
evaluation assets

Addition to intangible assets

Impairment loss on exploration
and evaluation assets

Amortisation

Depreciation

Reversal of allowance for bad
and doubtful debts

Finance costs

Interest income

ooooomoom
oooooooooo

gooooo
goooooo
oo
oooooo
ooooooo
oooo
oo
oo
gooooo
oo
gooo
gooo

Trading
business
oooo
HK$'000
ooo

100

(56)

9. Uuouowoo

gogoooo

HE—ZF—

Reportable segments

ooooo
Mineral
mining,

oil and gas

business
ooo

oooo

HK$'000
ooo

6,013
12,012

237
1,001

Financial
business
gooo
HK$'000

goo

199

334

(6,305)
2,257
(5,673)

=F+ZA=1t—-FALFE

Total
oo

HK$'000
goo

299

6,013
12,012

237
1,001
346

(6,305)
2,257
(5,729)

Unallocated
ooo

HK$'000
goo

1,064

Consolidated
oo

HK$'000
goo

1,363

6,013
12,012

237
1,001
480

(6,305)
2,257
(5,738)
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9. SEGMENT INFORMATION (Continued) 0. OD00O0OULOO
Other segment information (Continued) ooooooooo
For the year ended 31 December 2012 BE—FE——fFf=—f=+—HIFEF
Reportable segments
ooooo
Mineral
mining,
oil and gas
business Financial
ooo business Total Unallocated Consolidated
oooo oooo oo ooo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo
Amounts included in the measure of gooDoooooooo
segment |0ss or segment assets: goooooo
Additions to fixed assets oooooo - 132 132 - 132
Depreciation oo - 415 415 - 415
Reversal of allowance for bad ooooo
and doubtful debts oo = (431) (431) = (431)
Finance costs pooo 8 1,445 1,453 329 1,782
Interest income oooo @ (3,975) (3,979) ©) (3,982)
Amounts regularly provided to the gooooooo
Board of Directors but not included 0oooooDoooD
in the measure of segment l0ss: oooo
Share of loss of an associate ooooooono 11,852
Impairment loss on interestinassociate C0OO0O0O0O0O0OO0O 19,110
Gain on distribution in specie of shares 00000000000
of a subsidiary ooooo (22,311)
Geographical information o000
All of the activities of trading business are based in PRC and 0000000000000 OOoOooon
Hong Kong. The activities of mineral mining is based in Kenya, O0000000oOoOoOoOooooooO
while oil and gas business are based in Egypt, Tunisia and oooooooooooooooooon
Madagascar. All of the activities of the financial business are Oooooooooo

based in Hong Kong.

100
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SEGMENT INFORMATION (Continued) 0. OD00O0OULOO
Geographical information (Continued) ooooo
The Group's revenue and its non-current assets, other than 000000ooO0oooOooooooooo
statutory deposits and loans receivable, by geographical 00Do00Do00ooooooooooooon
location of the assets regarding its operations are detailed ooooo
below:
Revenue Non-current assets
oo ogoooad
2013 2012 2013 2012
gooog ooooo goooo goooo
HK$’000 HK$'000 HK$’000 HK$'000
ooo ooo ooo ooo
Hong Kong oo 473,989 18,974 1,544 1,835
Tunisia oooo - - 5,776 -
Kenya ooo - = 11,011 =
PRC oag 88,897 = 90 =
562,886 18,974 18,421 1,835
Information about major customer oooooog
Revenue from customers of the year ended 31 December 2013 000000D000O00oOoOooooooo
contributing over 10% of the total revenue of the Group are all O00000O00O010% 00000000
generated from trading business and as follows: oooooooo
HK$'000
ooo
Customer A ooad 222,867
Customer B ooo 187,372
Customer C oo 58,020
There is no other single customer contributing over 10% of oo0000ooooOoooooooooo
total revenue of the Group for the years ended 31 December D000000000D0oOoO0oooooo
2013 and 2012. Ooo10%000

|H|
o
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10. FINANCE COSTS

10. 00O dQd

2013 2012
goooad goooo
HK$’000 HK$'000
ooo oo0o
Interest on borrowings wholly repayable 0 OO0OO0O OO
within five years: oooooo
Bank borrowings and bank overdrafts Ooooooooo 168 157
Amount due to a Director oooooooo 2,089 1,288
Loan from an associate oooooo - 337
2,257 1,782

11. TAXATION 11. O 0O

Income tax in the consolidated statement of profit or loss and
other comprehensive income represents:

2013
oooon

HK$’000
oood

oooo —0oobooo

gobooboobooboobooDbo

2012
ooooo

HK$'000
ooo

Deferred tax —origination and reversal

of temporary difference ooo

(300) =

No provision for Hong Kong Profits Tax has been made for the
years ended 31 December 2013 and 2012 as the relevant group
entities have no assessable profits or the assessable profit is
wholly absorbed by tax losses brought forward for both years.

No PRC Enterprise Income Tax was provided for the year
ended 31 December 2013 as the relevant group entities
incurred a loss for PRC Enterprise Income Tax purposes for the
year.

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the relevant jurisdictions. No provision for profits
tax is made in other jurisdictions as the subsidiaries operating
in other jurisdictions have no assessable profits for both years.

[
o
N

ooobooobooooobooboooboo
goobOooobooobbooooboboo
gboooobOoOoooboOooobbOoo
oooooboboooobboooobooo
ao

ooooooobobooooooboboooo
gobooobOooobOboooboboon
oooOobOO0O0o0ooDbOO0OooobOOoon
oo

goooOoooboooboOooobobOoo
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11. TAXATION (Continued) 11. OO 00
The taxation for the year can be reconciled to the loss before 00000000000 O000ooOoooo
taxation per the consolidated statement of profit or loss and D00oO0oooo

other comprehensive income as follows:

2013 2012
goooaa ooooo
HK$’000 HK$'000
ooo oo
Loss before taxation ooooo (22,268) (21,777)
Taxation charge at the Hong Kong 0000000 16.5%00
Profits Tax rate of 16.5% ooooo (3,674) (3,593)
Tax effect of share of lossof anassociate 0 O0O0O0O0O0O0O0O0O0O0OO - 1,956
Tax effect of income not taxable oooooo
for tax purpose goooo (845) (3,765)
Tax effect of estimated tax losses ooooooooo
not recognised ooooo 5,237 2,424
Tax effect of expenses not deductible oooooo
for tax purpose ooooo 340 3,212
Tax effect of utilisation of tax loss O0oooOoooooo
previously not recognised ooooo (1,225) (234)
Effect of different tax rates of subsidiaries DO DODOOOOO0OOOOOO
operating in other jurisdictions ooooooo (133) -
Taxation for the year oooo (300) =
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12. LOSS FOR THE YEAR 12. 00O 0O O
2013 2012
oo0ooao ooooao
HK$’000 HK$'000
ooo ooo
Loss for the year has been arrived at Oo00o00moog
after charging (crediting): ooooo
Auditor’s remuneration ooooo 1,000 1,500
Amortisation oo 1,001 -
Depreciation OO 480 415
Staff cost, including Directors’ oo0omooooooo
remuneration 28,438 13,926
Contributions to retirement benefits oooooooo
scheme (included in staff costs) oooooooo 582 408
Cost of inventories recognised Dooooooooo
as expense 533,428 -
(Gain) Loss from error trades Oo00mooooo ) 9
Interest income on bank deposits ooooooooo
(including in other income) oooooooo (65) 7)
Operating lease in respect of office oooooooo
premises oooo 6,332 4,693
Share of tax expense of an associate Oo00o00oocoOoooo
(included in share of loss of Oooooooooooo
an associate) - 248
13. DIRECTORS’ AND CHIEF EXECUTIVE 13. 00000000000

OFFICER’S EMOLUMENTS

Lam Nam Ng Chen Kwan Total

Hui Neil Chui Kwok Kwok ChiKin ~ Wei-Ming  Wang Wai oo

Chi Ming Bush Say Hoe Hing Lun David Eric Alan 2013
000 0000 ooo 0oo ooo ooo 0oo 000 0OO0O00D

HK$'000  HK$'000  HK$'000  HK$'000  HK$000  HK$000  HK$'000  HK$'000  HK$'000
gooo goo ooo gooo ooo goo ooo gooo goo
(Note) (Note) (Note)

oooo gooo goooo

Fees: ooo
Independent Non-Executive ooooooo

Directors - - - - - 50 50 50 150
Other emoluments to 0oo0o00ooooo

Executive Directors:

Salaries and other benefits 0o0ooooo 3,000 3,074 1,200 2,808 984 - - - 11,066

Contributions to retirement gooooooo

benefits scheme 15 - 9 15 15 - - - 54

Total remuneration oono 3,015 3,074 1,209 2,823 999 50 50 50 11,270
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13. DIRECTORS’ AND CHIEF EXECUTIVE
OFFICER’S EMOLUMENTS (Continued)

13. 00000000000y og

Lam Nam Ng Chen Kwan
Hui Chui Kwok Kwok ChiKin  Wei-Ming ~ Wang Wai
ChiMing Say Hoe Hing Lun David Eric Alan
ooo 0oo ooo ooo 0oo ooa ooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
0oo ooao 000 0oo 0oo 000 0oo
(Note) (Note)
oooo oooo
Fees: ooo
Independent Non-Executive ooooooo
Directors - - - - - 50 50 50 150
Other emoluments to 0ooooooooo
Executive Directors:
Salaries and other benefits 0oooooo 375 384 3 2,308 984 - - - 4,586
Contributions to retirement gooooooo
benefits scheme 1 - - 14 14 - - - 29
Total remuneration ooo 376 384 35 2822 998 50 50 50 4,765

Note: Dr. Hui Chi Ming and Mr. Neil Bush were appointed as Directors of the
Company on 15 November 2012 while Dr. Chui Say Hoe were appointed
as Directors of the Company on 21 December 2012. The disclosed
emoluments for individual Director represent the emoluments received or
receivable after the appointment of directorship on either 15 November

2012 or 21 December 2012.

Mr. Lam Kwok Hing is the Chief Executive Officer of the
Company before 15 November 2012. After the appointment of
Dr. Hui Chi Ming as Director on 15 November 2012, Dr. Hui Chi
Ming is the Chief Executive Officer of the Company. Their
emoluments disclosed above include for services rendered by

them as the Chief Executive Officer.

During both years, no emolument was paid by the Group to the
Directors as an inducement to join or upon joining the Group or
as compensation for loss of office. None of the Directors has

waived any emoluments during the year (2012: nil).

oooooooO0oocOo0e00O0O0OOOOOOODOO
goooOO0ooOOoOOoO0OOoO0oCocoOoOoooOOooo
00000000 00O0oO00oooooooo
goooO0oOoooooOoooooOoooooo
ooooooooooocoooboOoooan
gooo0oooooooooo

goooOooobooobOoooboboo
gbooooobooboobobooooo
oobobooobOooooboooboon
ooboobOoOo0o0oobOb0OoOoobOOoon

oooooood

gboboooooooobooboooooo
goooooObOoooboOoooobobood
gooooobbobOooooobooOa

oooooom
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14. EMPLOYEES’ EMOLUMENTS

The five individuals with the highest emoluments in the Group
included three (2012: three) Directors of the Company for the
year, details of whose emoluments are included in note 13.
The emoluments of the remaining two (2012: two) individuals
were as follows:

14. 0000

goobobObOooobbOoooobbood
oooooboboboobobooboo
oCooooooOo@8ooouoooooo
ooooooboooboooo

2013
oooon

HK$’000
ooo

Salaries and other benefits
Contributions to retirement
benefits scheme

ooooooo
oooooobooo

3,483 1,200

15 28

3,498 1,228

The aggregate emoluments of each of these remaining two
highest paid individuals were higher than HK$1,000,000 but
less than HK$2,000,000 (2012: two were less than
HK$1,000,000).

During both years, no emolument was paid by the Group to the
above-mentioned individuals as an inducement to join or upon
joining the Group or as compensation for loss of office.
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15. LOSS PER SHARE 15. 0000
The calculation of the basic loss per share attributable to the 00000000000 O000ooOoooo
owners of the Company is based on the following data: 0ooo

2013 2012
oooon oooono

HK$’000 HK$'000
ooo oono

Loss for the year attributabletoowners OOO0O0O0O0O0OO0OOO
of the Company for the purpose of oooooooooooo
basic loss per share (21,471) (21,265)

Number of shares
oooo

‘000
oo

Weighted average number of ordinary oooooooooO

shares for the purpose of basic l0ss oooooooon

per share 1,458,914 755,586
No adjustment has been made to the basic loss per share 00000000 000ooooooooo
presented for the years ended 31 December 2013 in respect of D00O000O00O0O0O0oOoooooOo
a dilution as the impact of the share options outstanding had 00000000 O000oo0O0ooooooo
an anti-dilutive effect on the basic loss per share presented. oooooooo
No diluted loss per share was presented for the year ended 31 000000000000 00o0oooon
December 2012 as there were no potential ordinary shares 0000000000000 O0OoOoOo
during the year ended 31 December 2012. Oooo0ooooooooooooooo

[
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16. DIVIDEND 16.

0 d

2013 2012
oooon oooono

HK$’000 HK$'000
ooo oono

Dividend recognised as distribution Doo0oooooooo
during the year:

Special dividend by way of distribution Oo0o0o0ooooooo
of shares in a subsidiary (note 38) 00o0ooooooo 380

- 76,758

Pursuant to the resolutions passed at a special general meeting
held on 20 October 2012, the Company distributed all the
issued ordinary shares capital of Karfun Investments Limited
(“Karfun”) to the Company'’s shareholders (the “Distribution in
Specie”). The Distribution in Specie took place on 7 November
2012. Details of the assets and liabilities distributed are set out
in note 38.

The Directors of the Company do not recommend the payment
of a final dividend for both years.
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17. FIXED ASSETS

17. 0000

Leasehold Computer Furniture Motor
improvements equipment  and fixtures vehicles Total
oooooo oooo ooooo oo 00
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo goo ooo ooo ooo
COST ooo
At 1 January 2012 0000000000 1,212 5,047 1,581 2132 9972
Additions 00 = 131 1 - 132
At 31 December 2012 oooboooooooooo 1,212 5178 1,582 2132 10,104
Addtions 00 BS 408 155 767 1,363
Disposal of a subsidiary oooooooo - = = (2,132 2132
Exchange agjustments oooo = 2 = = 2
At 31 December 2013 ooooooooooooo 1,245 5,588 1,137 767 9,337
DEPRECIATION oo
At 1 January 2012 00o0oooooo 964 4,407 1437 2132 8,940
Provided for the year oooo 122 232 61 - 415
At 31 December 2012 0000000000000 1,086 4,639 1,498 2132 9,355
Proviced for the year oooo 70 238 44 128 480
Eliminated on disposal of a subsidiary 0OODOO00C0COOO - = = (2132) (2132)
At 31 December 2013 ooooooooooooo 1,156 4,877 1,542 128 7,703
CARRYING VALUES ooo
At 31 December 2013 goooooooooooa 89 m 195 639 1,634
At 31 December 2012 0000000000000 126 539 84 - 749

Depreciation is provided using the straight-line method at the

following rates per annum:

Leasehold improvements
Computer equipment
Furniture and fixtures
Motor vehicles

20%-33"/5%

20%-50%
20%—-40%
20%-30%

goboooboobooobon

gooooo
gooo
goooo
oo

20%-33"/5%
20%-50%
20%—-40%
20%-30%
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18. INTANGIBLE ASSETS 18. 0000

COST
At 1 January 2012,
31 December 2012 and

oo
oboobOooboooo
ooboooboooboon

Mineral

mining rights

ooo
HK$'000
ooo

Trading
rights
ooo

HK$'000
ooo

Total
oo

HK$'000
oono

1 January 2013 00o00oo0ooooo = 50 50
Acquisition of a subsidiary oooooooo 12,012 - 12,012
At 31 December 2013 ooooooOoOooOoOooOonO 12,012 50 12,062
AMORTISATION oo
At 1 January 2012, ooooo0oooooono

31 December 2012 and goooooobooooo

1 January 2013 D0oOoOoOooooo - 50 50
Provided for the year oooo 1,001 - 1,001

1,001 50 1,051
CARRYING VALUES goo
At 31 December 2013 OooOooOoOoOoOoOooOooO 11,011 - 11,011

At 31 December 2012

ooooooooboooog

Trading rights represent two trading rights in the Stock oooODoOoO0ooOooDooOoOooooooO
Exchange and one trading right in Hong Kong Futures Exchange oOoooOoOoOoOoooOoooooooog
Limited. Trading rights were amortised over nine years. ooo

OO00OO00O0O0O00OO0002300000
2300 000000ooooooooog
00000000 O (Kitui District Eastern
Province)D 0 0 01,0560 0000000
Oooopoooouoooooo3sooon
ooogoo

Mineral mining rights represented the rights granted under the
Licence 253 in respect of Kenya Mine 253, an area of
approximately 1,056 square kilometers situated in Kitui District
Eastern Province, Kenya. Mineral mining rights arising the
acquisition of subsidiaries as set out in note 36 and were
amortised over five years.

110



Annual Report 2013 « 0000000

Notes to the Consolidated Financial Statements

19. EXPLORATION AND EVALUATION ASSETS

COST AND CARRYING VALUES
At 1 January 2012, 31 December
2012 and 1 January 2013

oooobgn

For the year ended 31 December2013 DD D ODODODO0OOOOOOOOOOO

10. 0000O0OO

Assets o]
under- concession
construction rights
(Note a) (Note b) Total

oobo Ooooooo

oogdad 000 bO oo
HK$'000 HK$'000 HK$'000
oo0 ooo oono

oobooooao
oooboooooooo
oooooooooooo

ooooooooon

Acquisition of subsidiaries oooooo 6,013 - 6,013
Impairment loss oooo (237) - (237)
At 31 December 2013 000000O0oO0O0oooo 5,776 = 5,776

Notes:

(a) Assets under construction presented the cost of various kinds of oil
drilling and production equipment located in Ksar Hadada, Tunisia, from
the acquisition of subsidiaries as set out in note 36. As at 31 December
2013, the Group carried out an impairment review for the exploration and
evaluation assets in Tunisia. An impairment loss of approximately
HK$237,000 was recognised in profit or l0ss in relation to the exploration
and evaluation assets in Tunisia.

(b) Oil concession rights represented rights given by the Egyptian
government in relation to exploration and extraction in 100% of oil field of
Block 2 West Esh El Mallaha in Egypt (“Block 2"). Due to the unstable
political and social environment in Egypt, there was no substantive
expenditure on further exploration for and evaluation of natural resources
being incurred since 2011. As a result, the entire oil concession rights of
HK$339,791,000 was fully impaired in previous year. During the year
ended 31 December 2013 and 2012, the political and social environment
in Egypt is still unable and the Group suspended the development in
Egypt until the political environment becomes more stable.

ooo

(a) 000300000000 0000oooon
D0D0O0O0OKsarHadadaO OO OOOOOOO
gooboooO0OOOOoOoOoOoOOoOOoOOooOooo
gdooooo0oOoooooO0oooooOon
oo0o0o0oo0o0oO0o0oO00O0O00o0O00000on0
2370000000000

(b) 000000000 O0OO0OO00O0OO0O0O0O00O0
West Esh El MallahaO OO OO0 OD 0000 M
oooo0ooOoOOO0OO0OO0OO0OO0OOoOOOoOoOOoOO0
0000000000000 ooOoOoOoOoonO
0000000000000 0339,791,00000
go00O000O0O0O0O0OOO0OO0OO0O0O0O00O0
000000D000000000000000
0000000 O00O0OO0000O0O0O0O0O0O00
0000000000000 Ooooooooo
oo

=
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20.

21.

112

DEFERRED TAX LIABILITIES 20. 000000
The following is deferred tax liabilities recognised and 000DO0000O00D0OOoOoO0ooOooooO
movements thereon during the year ended 31 December 2013: dd00oooOooOOoOoOOoOOOOO
Mineral
mining rights
oono
HK$'000
ooo
At 1 January 2013 oooooooooo -
Acquisition of subsidiaries oooooo 3,603
Credit to profit or loss oooo (300)
At 31 December 2013 O00O000O00oooooo 3,303
At the end of the reporting period, the Group had estimated O00Do000o0ooDooOooooooooo
unused tax losses and deductible temporary differences in O00O0Uo0ooooooooooooo
relation to exploration and evaluation assets other than oil 0000000000000 0 63,647,000
concession rights of approximately HK$63,647,000 (2012: OO00000O50,178,0000 O OO
HK$50,178,000) and HK$100,950,000 (2012: HK$100,950,000) 100,950,0000 00 O O O 0 0 O 100,950,000
respectively available for offset against future profits. No O0oooooooooooooooo
deferred tax asset has been recognised in relation to such O0O00000O00000OO0000000
unused tax losses and deductible temporary differences as it is 00000000000 00000000
not probable that taxable profit will be available against which O000U00O0ooooooooooooo
the unused tax losses and deductible temporary differences gooooooooo

can be utilised. Tax losses may be carried forward indefinitely.

STATUTORY DEPOSITS 21. 0000

2013 2012
ogoooaa ooooo
HK$’000 HK$'000
ooo oo

Deposits with: goooooooooa
The Stock Exchange ooo 275 230
The Securities and Futures Commission 000000000000 2,100 2,100

Hong Kong Securities Clearing oooooooooo
Company Limited (“HKSCC") Mmoooom 200 200

Reserve Fund Contributionto HongKong O OO0OO0OOOO0O0O0O0O
Futures Exchange Clearing Corporation MO OO0 0O O M
Limited (“HKFECC") oooooo 1,532 1,777

4,107 4,307
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22. LOANS RECEIVABLE 22. 0000
2013 2012
goooad goooo
HK$’000 HK$'000
ooo oo0o
Fixed-rate loans receivable ooooooooo
denominated in functional ooooooo
currency of Hong Kong dollars 822 899
Carrying amount analysed oooooooo
for reporting purposes: ooo
Current assets (receivable ooomoooo
within 12 months from joooooogo
the end of the reporting period) ooo 416 199
Non-current assets (receivable Oooomoooo
after 12 months from the end oodoooooo
of the reporting period) ooo 406 700
822 899
The fixed-rate loans receivable have contractual maturity dates oooooooooooooon
as follows:
2013 2012
goooaa ogoooo
HK$’000 HK$'000
ooo oo
Matured within 1 year ooooo 416 199
Matured within 1 year and 2 years oooooooo 137 171
Matured within 2 years and 3 years oooooooo 111 156
Matured within 3 years and 4 years oooooooo 119 167
Matured within 4 years and 5 years oooooooo 39 167
Matured over 5 years ooooao - 39
822 899
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22.

114

LOANS RECEIVABLE (Continued)

Loans receivable with a carrying value of approximately
HK$468,000 (2012: HK$558,000) is secured by a property
located in Hong Kong. The Group is not permitted to sell or
repledge the property in the absence of default by the
customer.

The effective interest rates (which are equal to contractual
interest rates) on the Group's loans receivable ranged from
5.25% to 7% per annum (2012: 7% to 8.25%). Interest rate term
is fixed at the time when entering into loan agreement. The
periods of the loans ranged from 1 year to 8 years.

In determining recoverability of the loans receivable, the Group
considers any change in credit quality of the borrowers from
the date credit was initially granted up to the end of the
reporting period. Loans receivable with a carrying amount of
approximately HK$563,000 (2012: HK$899,000) are neither past
due nor impaired at the end of the reporting period for which
the Group believes that the amounts are with good credit
quality. Therefore, no provision is considered necessary.

Loans receivable with a carrying amount of approximately
HK$259,000 (2012: nil) are past due as at the reporting date but
not impaired, as the Group considered the amount is still
recoverable and therefore no provision is considered
necessary.

Loans receivable with a carrying amount of approximately
HK$9,000 (2012: nil) are impaired as the Group considered the
amount become uncollectible.

2. 0000000

000004680000 @M OOODOODO
5580000 0 00 0 00O0O0O0O0O0DO0OO
gboobOboooobObooboooon
goboooboooo

goboooobObooobOOmobobooonoo
000525%07% 0000 007%0
825% M 00000 U0DOOODOOODOOO
gobooobooooon

ooobOooooObOooooooDbbOoo
ooboboooboooooboooobooon
oooOoOboooobOOobOOo0ooobOOon
0005630000 00000000899,000
oo boooooooooooo
gooboooobObOooobobobooo
goooooo

gogoo2z2o000ooooooOoOoo
goobobooooobobooooboobooo
oooboOooooObOooooooDboOoo
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23. ACCOUNTS RECEIVABLE 23. 0000
2013 2012
ogoooaa ooooo
HK$’000 HK$'000
ooo ooo
Accounts receivable consist of: ooooooooooo
Accounts receivable arising from o0ooooooooo
business of trading natural resource gooooooo
and petrochemical 13,220 -
Accounts receivable arising from the Dooooooooo
business of dealing in securities: ooooo
— Cash clients —oood 31,623 18,166
Less: Allowance for doubtful debts ooooooo (1,945) (3,070)
29,678 15,096
— Hong Kong Securities Clearing —O0o00oooooooo
Company Limited (“HKSCC") Mmoooom 4,108 7,134
Accounts receivable from Hong Kong O0000o0o0oooo
Futures Exchange Clearing 00000ooooooooo
Corporation Limited (“HKFECC") MOoo0o0oOoo0oOmoo
arising from the business of
dealing in futures contracts 2,758 8,654
Loans to securities margin clients Do0oO00oooOooooo 45,788 45,275
Less: Allowance for doubtful debts Ooooooo (39) (5,228)
45,749 40,047
Accounts receivable arising from the Oo0oo0ooooooo
business of advisory for financial ooooo
management 1,863 211
97,376 71,142
An average credit period for accounts receivable from trading 0000000000000 O0OO0a30
business is 30 days. The accounts receivable from trading of 000000000000 OoOooOoooo
natural resources and petrochemicals aged within 90 days. ooooosUuoooooooooooo
Included in the accounts receivable from business of trading 00000000000 1,0230000 00 O
natural resource and petrochemical is HK$1,023,000 (2012: Nil) D0oOooo@mooooooooooan
which is denominated in USS$, a currency other than the O00o0oooOoOoooooo

functional currency of the relevant group entity.
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23.

116

ACCOUNTS RECEIVABLE (Continued)

The settlement terms of accounts receivable from cash clients,
HKSCC and HKFECC are usually one to two days after the trade
date. Except for the accounts receivable from cash clients as
mentioned below, the accounts receivable from HKSCC and
HKFECC aged within 30 days.

The Group offsets certain accounts receivable and accounts
payable when the Group currently has a legally enforceable
right to set off the balances and intends either to settle on a
net basis, or to realise the balances simultaneously.

Loans to securities margin clients are repayable on demand
and bear interest at Hong Kong Prime Rate quoted by Wing
Hang Bank Limited plus 3% equivalent to 8.25% per annum for
both years. In the opinion of the Directors, no aged analysis is
disclosed as the aged analysis does not give additional value.
The loans are secured by pledged marketable securities at fair
value of approximately HK$183,254,000 (2012:
HK$143,110,000). The average percentage of collateral over the
outstanding balance as at 31 December 2013 is ranged from
103% to 3870% (2012: 122% to 4971%). The fair value of
pledged marketable securities of the individual margin clients
is higher than the corresponding outstanding loans. The Group
is permitted to sell or repledge the marketable securities if the
customer default the payment as requested by the Group. The
Group had provided the allowance for doubtful debts for
securities margin clients with reference to the portfolio held
and the subsequent settlement of each customer.

23. 000yon

goobobObOooobbOoooobbood
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23. ACCOUNTS RECEIVABLE (Continued)

The Group does not provide any credit term to its advisory for
financial management clients. The aged analysis of accounts
receivable arising from the business of advisory for financial
management clients is as follow:

Accounts receivable from the business of
advisory for financial management clients

23. 0000000
0000000000000000000

oooboobboooobboooobbooo
gooboooooooan

dodoooooouoooog

2013
oooon

HK$’000
oood

0-90 days
More than 90 days

00 900
90000

1,603 211
260 =

1,863 211

The settlement terms of cash clients are usually one to two
days after the trade date. The aged analysis of accounts
receivable arising from cash clients is as follows:

Accounts receivable from cash clients

gooboooobooobooobobooo
obooobboooobboooobboo
oo

oooooogoo

2013 2012

ooooo ooooo

HK$°000 HK$'000

ooo ooo

0-90 days 00 900 28,135 14,447
91-180 days 910 1800 1,543 649
29,678 15,096

The accounts receivable from cash clients with a carrying
amount of approximately HK$23,397 (2012: HK$8,816,000) are
past due but not impaired at the end of the reporting period.
The average age of the amount past due but not impaired is
within 30 days (2012: within 30 days). In the opinion of the
Directors, no significant accounts receivable from advisory for
financial management clients and cash clients are impaired at
31 December 2013 and 2012 with reference to the subsequent
settlement received after the end of the reporting period.

00o00oooUOoooOoO233970000
ooooosgsloo0oonoooonon
gogobOoooobooboooobooo
OooOoooo3omouooooos3od
omooobooooooooboooog
goooocobboooobooboooobobooo
goobOobOOooobOoooDbbOOoo
ooooooooooooon
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23. ACCOUNTS RECEIVABLE (Continued)

Movement in the allowance for doubtful
debts of cash clients

23. 000yon

goooooooodad

2013
ooogon

HK$’000

Balance at beginning of the year
Amounts recovered during the year

gooo
goooooo

ooo

3,070 3,501
(1,125) 431)

Balance at end of the year oooo

1,945 3,070

Movement in the allowance for doubtful
debts of securities margin clients

dooooooooooon

2013 2012

ogoooo goooad

HK$’000 HK$'000

0oo0 0ooo

Balance at beginning of the year oooo 5,228 5,228
Impairment losses recognised oooooooooo

on receivables 3 -

Amounts recovered during the year goooooo (5,192) -

Balance at end of the year oooo 39 5,228

Movement in the allowance for doubtful
debts of advisory for financial management
clients

Balance at beginning of the year
Amount written off as uncollectible

gooo
goooooog

ubobooooooooooon
od

2013 2012
ooooo ooooo
HK$’000 HK$'000
oon ooo

- 140

- (140)

Balance at end of the year oooo
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ACCOUNTS RECEIVABLE (Continued)

Included in the allowance for doubtful debts of cash clients,
securities margin clients and advisory for financial
management clients are individually impaired accounts
receivable due from clients who have been in severe financial
difficulties. For the securities margin clients, the amount was
arrived at after considering the proceeds from disposal of
respective pledged marketable securities held by the Group.

In determining the recoverability of the accounts receivable,
the Group considers any change in the credit quality of the
accounts receivable from the date credit was initially granted,
subsequent settlement and the fair value of pledged
marketable securities up to the reporting date. In the opinion
of the Directors, there is no further credit provision required in
excess of existing allowance for doubtful debtors.

OTHER RECEIVABLES, PREPAYMENTS AND
DEPOSITS

23. 000yon

goobobObOooobbOoooobbood
oooooooboooobbooobboo
ooboboooobObooobObOooboo
oob0o0oobOO0oobOb0O0o0obODbOoOon
ooooooooboooooobooo

goboooobooobooobobooon
gooboOooobooobbOoooboboo
oooboboooooobbooobboo
goobboooooboobboooobooo
oooooooooOooobobooooooo

24. J00oooobbboooog

2013
goooaa
HK$’000
ooo
Other receivables oooooo 275 120
Amounts due from non-controlling ooooooooo
interests (note a) Oo0dan 11,393 =
Rental and other deposits Ooooooo 2,803 1,417
Prepayments oooo 5,031 4,673
Advance to suppliers arising from DO00o00oOooooo
trading business 52,753 -
72,255 6,210

Note:

(@ Amounts due from non-controlling interests are
unsecured, interest free and recoverable on demand. As
at 31 December 2013, included in the amount,
approximately HK$11,393,000 was denominated in US$, a
currency other than the functional currency of the
relevant group entities.

ooo

(@@ ODO0DO0ODDODODOODOOOOOOOOO
oooooooooOooooOooon
000000000000 11,393,000
oo0o0oooOOoOoocoOOoOoooOon
ooooooooo
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25.

120

PLEDGED FIXED DEPOSITS, BANK
BALANCES AND CASH

Pledged fixed deposits (general accounts)

The pledged fixed deposits represented the amounts pledged
to banks to secure general banking facilities granted to the
Group. The pledged fixed deposits carry interest rates ranging
from 0.020% to 0.225% (2012: 0.020% to 0.225%) per annum
and will be released upon the expiry of the relevant banking
facilities. Included in pledged fixed deposits (general accounts)
is approximately HK$5,193,000 (2012: HK$5,181,000) which is
denominated in US$, a currency other than the functional
currency of the relevant group entity.

Bank balances (trust and segregated
accounts)

From the Group’s ordinary business, it receives and holds
money deposited by clients in the course of the conduct of the
regulated activities. These clients’ monies are maintained in
one or more segregated bank accounts and bear prevailing
market deposit rates ranging from 0.01% to 0.15% (2012: 0.01%
to 0.15%) per annum. The Group has recognised the
corresponding accounts payable to respective clients.
However, the Group does not have a currently enforceable
right to offset those payables with the deposits placed.

Bank balances (general accounts) and cash

The amounts comprise cash held by the Group and short-term
bank deposits carrying prevailing market deposit rates at 0.01%
(2012: 0.01%) per annum with an original maturity of three
months or less. Included in bank balances (general accounts)
and cash are approximately HK$30,257,000 (2012: HK$383,000)
and HK$58,000 (2012: nil) and which are denominated in US$
and RMB respectively, a currency other than the functional
currency of the relevant group entity.

2. 0000000000000

0 d

oo oooon

gooboooobooobboooboboo
oooboboooobooobooobboo
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26. ACCOUNTS PAYABLE 26. 0000
2013 2012
goooad goooo
HK$’000 HK$'000
ooao ood
Accounts payable arising from the O00000O00oO0oooooo
business of dealing in securities:
— Cash clients —Ooooo 80,276 87,122
— HKSCC —Ooooo 1,368 =
Accounts payable to clients arising oooooooo
from the business of dealing in oooooooo
futures contracts oo 5,236 21,698
Amounts due to securities marginclients O0O0O0O0O0O0O0O0O0OO 6,339 5,187
93,219 114,007
The settlement term of accounts payable to cash clients and 0000000 oo0oooooooo
HKSCC is two days after the trade date and aged within 30 000000000000 30000
days.
Accounts payable to clients arising from the business of 0000000 0oooooooooo
dealing in futures contracts are margin deposits received from 000000000000 OoDoooooo
clients for their tradings of futures contracts on HKFECC. The 000000000 O0O00oOooooooo
excess of the outstanding amounts over the required margin 0000000000000 OoOoooood
deposits stipulated by HKFECC are repayable to clients on 0000000000000 0OoOoooO
demand. In the opinion of the Directors, no aged analysis is Jooooooooo
disclosed as the aged analysis does not give additional value.
Amounts due to securities margin clients are repayable on 000000000000 ooooood
demand. In the opinion of the Directors, no aged analysis is 000000000000 O0OOOooooo
disclosed as the aged analysis does not give additional value. oooooooo
The accounts payable amounting to approximately 0000000000000 OOOoOooOn
HK$75,199,000 (2012: HK$90,345,000) were payable to clients 00000000 0OO0OO0O0OO0OOOOOOO
or other institutions in respect of the trust and segregated bank O00O00O0o75199,000 000000
balances received and held for clients in the course of the 0090,3450000 0 0000000000
conduct of regulated activities. However, the Group does not ooooooooooooooooon
have a currently enforceable right to offset these payables with
the deposits placed.

[
N
[
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27. OTHER PAYABLES AND ACCRUED
EXPENSES

27. 00uoooboooood

2013 2012

ogoooaa ooooo

HK$’000 HK$'000

ooo ooo

Other payables oooooo 8,805 2,154

Accrued expenses oooao 10,572 11,800
Receipts in advance from ooooooooo

trading business 8,965 -

28,342 13,954

28. BANK OVERDRAFTS

As at 31 December 2012, bank overdrafts carry interest at
market rates which is fixed at a range from 1% to 2% per
annum.

29. AMOUNT DUE TO A DIRECTOR

Amount due to a Director is unsecured, interest bearing at
Hong Kong Prime Rate quoted by Wing Hang Bank Limited
(2012: Hong Kong Prime Rate quoted by Wing Hang Bank
Limited) per annum and are repayable on demand.

[
N
N
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30. SHARE CAPITAL 30. 00O

Number of shares
ooog

‘000 HK$'000
oo ooo

Ordinary shares of HK$0.10each O OO0O0010000000

Authorised: ooo
At 1 January 2012 oooooooooo 1,000,000 100,000
Increase on 20 October 2012 O0000O0O0OooOoooo

(note a) 0o0dad 9,000,000 900,000

At 31 December 2012 and 2013 O0o0o0oDooooooon

ooooood 10,000,000 1,000,000
Issued and fully paid: ooooooo
At 1 January 2012 dooooooooo 636,844 63,684
Issue on 9 November 2012 oooooooooOooOoonO
(note b) 0oo0oobo 820,000 82,000
At 31 December 2012 oooooDoooooooog 1,456,844 145,684
Share repurchasedand cancelled O0O0O0O0O0O0OJOO cO
(note c) (740) 74)
Issue on 6 December 2013 gooooooboooooo
(note d) 0oooao 32,000 3,200
1,488,104 148,810
Notes: ooo
(a) At a special general meeting of the Company held on 20 October 2012, (a) O00o00o00o00OOO0oO0O0O0oooOoOooo
the authorised share capital of the Company was increased from 0000000000 9,000,00000000000
HK$100,000,000 to HK$1,000,000,000 by the creation of an additional 0100 00000000000 100,00000000
9,000,000,000 shares of HK$0.10 each. 0 O 1,000,000,0000 O O
(b) Pursuant to a subscription agreement dated 2 July 2012 and the (b) 00000DOO0O0O0OO0ODOO0DOOOOODOO
supplemental agreement dated 23 August 2012 entered into between 000000o0Do0ooDO0ooOOoOooOooOoOooO
Triumph Energy and the Company, Triumph Energy subscribed for doo00o0o0o0oooooooooooooo
820,000,000 new shares of HK$0.10 each in the Company at a price of 0000038 ooo20000000on
HK$0.25 per share (the “Subscription Shares”) subject to certain terms 008200000000 0000010000000
and conditions (see note 38). The issue and allotment of the Subscription MDO00000O00000000000000O
Shares to Triumph Energy were approved at the special general meeting goooooooooooooooooooo
of the Company held on 20 October 2012. These new shares were issued j0000oO0oOoOoO0oO0oO0oOoOoooooooO
to Triumph Energy on 9 November 2012 after the terms and conditions of do0o0o0ooooooOoOoOooooooooo
the subscription agreement had been fulfilled. oooo
All the issued shares rank pari passu in all respects with other shares in 000000000 DOO0OO0O0O0O0O0OOooOo0oo
issue. ooooooo
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30. SHARE CAPITAL (Continued) 30. 0 yoo
Notes: (Continued) oomoo
(©) During the year, the Company repurchased its own shares through the (c) Jo0bODoo0oOoO0oO0o0oOoOooooooooo
Stock Exchange of Hong Kong Limited as follows: oo0O0oDOooOooooo

No. of ordinary

shares of Aggregate
HK$0.10 each consideration
Month of repurchase go00o0o.1000 Price per share paid
oooo gooooo goooo gooooo
Highest
oo
HK$ HK$'000
0o ooa
November 2013 0ooooooo 740,000 1.45 1.39 1,031,000
The above shares were cancelled on 29 November 2013. 00000000000 000O000O0O00
None of the Company’s subsidiaries purchased, sold or redeemed any of 00000000 0o0oooooooooon
the Company’s listed securities during the year. DoooDOooooooa
(d) Pursuant to 2 subscription agreement dated 21 November 2013 entered (d) 0000000000000 oDO0O0mooo
into between Mr. Chen Weiwen, Mr. Fan Chun Sing (“Subscribers”) and the 0000000000000 O0O0O0O00O000
Company, Subscribers subscribed for 32,000,000 new shares of HK$0.10 in 0o00o0o0o0o0o0ooo1420000000
the Company at a price of HK$1.42 per share. These new shares were 00032000000 0000000000000
issued under the general mandate granted to the Directors at the annual 0000000000000 0D0O0O0000O0
general meeting of the Company held on 27 June 2013. All the issued 00000000 D0D0O0O0OO0O00DDOoOOoOOoOoO
shares rank pari passu in all respects with other shares in issue. 0oooooooooooooooooooo

ooooocooooo
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The details of non-wholly owned subsidiaries of the Group that
have material non-controlling interests shown as below:

Place of
incorporation/

Proportion of

ownership interests

For the year ended 31 December2013 DD D ODODODO0OOOOOOOOOOO

gooboooobooobooobobooo

goboooboooo

principal and voting rights held Loss allocated to
place of by non-controlling non-controlling Accumulated
Name of business interests interests non-controlling
Subsidiary ooooooo goooooooo gooooooo interests
goooooo oooooo gopoboOooooOooOd ooogd goooooo
2013 2012 2013 2012 2013 2012
goooo ooooo gooood goooog gooood ooood
HK$’000 HK$'000 HK$’000 HK$'000
ooo ooo ooo ooo
Aminex Petroleum Egypt BVI/Egypt
Limited ("APEL") Oo0ooo0oooo 60% 60% (80) (457) (43,573) (43,493)
China Yuchai Hoifu Energy BVI/Hong Kong
International Limited goooooooo
(“China Yuchai”)
gooooooooo
D00OooOooom 51% = 1) - 11,393 -
Individually immaterial
subsidiaries with
non-controlling interests
oooooooo
goooooooo (416) (55) 4,088 563
(497) (512) (28,092) (42,930)
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31. NON-CONTROLLING INTERESTS (Continued) 31. 00000000

Summarised financial information in respect of each of the 0000O00OO0oOooooooocoocooo
Group'’s subsidiaries that has material non-controlling interests O00D0OO000OO0O0O0OO0O0O0O0OOOoOOO0
are set out below. The summarised financial information below O0o000oO0ooooooooooo

represented amounts before intragroup eliminations.

As at 31 December odoooooao
China Yuchai
APEL ogooad
2013 2012 2013 2012
ooooo ooooo ooooo ooooo
HK$’000 HK$'000 HK$’000 HK$'000
oo ooo oo aooo
Non-current assets ooooo - - - -
Current assets gooo 4,360 4,360 23,250 =
Current liabilities oooo (113,292) (113,093) 2) =
Non-current liabilities ooooao - = - =
(108,932) (108,733) 23,248 -
Equity attributable to oooooo

owners of the Company oooo (65,359) (65,240) 11,855 -
Non-controlling interest ooooo (43,573) (43,493) 11,393 =
(108,932) (108,733) 23,248 -
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31. NON-CONTROLLING INTERESTS (Continued) 31. 00000000

dddouoooooodg

For the year ended 31 December

China Yuchai
APEL ogooad
2013 2012 2013 2012
ogoooo goooo goooo ogoooo
HK$’000 HK$'000 HK$’000 HK$'000
ooo oono ooo ooo
Revenue oo - = - =
Expenses oo (199) (1,143) 2) =
Loss for the year oooo (199) (1,143) (2 =
Other comprehensive expenses 00000000
for the year - (210) - -
Total comprehensive expenses OO0 O00O0O0O0O
for the year (199) (1,353) 2) -
Loss attributable to: ooooo
Owners of the Company oooooo (119) (686) 1) -
Non-controlling interests ooooo (80) (457) (1) -
(199) (1,143) (2) -
Total comprehensive expenses OOO0OOO0OOCO0O0O
attributable to:
Owners of the Company oooooo (119) (812) (1) -
Non-controlling interests ooooo (80) (541) (1) -
(199) (1,353) (2) -
Dividend paid to gooooooo
non-controlling interests OO - - - -
Net cash outflow from: goooooao
ooooooao
operating activities oooo - = (23,250) =
investing activities oooo - = - =
financing activities oooo - = 23,250 -
Net cash outflow oooooo - = - =




HOIFU ENERGY GROUP LIMITED » OO0 DOO0OO0OO0OO

Notes to the Consolidated Financial Statements
oo gdon

For the year ended 31 December2013 DD ODODOODOOODOOOOOOOO

32. OPERATING LEASES 32. 0000
The Group as lessee doodooogoao
At the end of the reporting period, the Group had 0000000000 000000O0on
commitments for future minimum lease payments under non- 000o00ooO0ooOooOOoDOooooooo
cancellable operating leases in respect of rented premises ooo

which fall due as follows:

2013 2012

goooagd gooon

HK$’000 HK$'000

oog ogad

Within one year ooo 6,043 3,735
In the second to fifth years inclusive D0000mooooooono 2,424 375
8,467 4,110
Operating lease payments represent rentals payable by the OOo0O00DOOOO0OoOooOoooonon
Group for its office premises. Leases are mainly negotiated for OO00OO0O0OO0OO0OOOOOOOOO0O

an average term of two years and rentals are fixed over the ooooooon

relevant lease term.
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33. CAPITAL COMMITMENTS

According to the concession agreement signed by a subsidiary
of the Group, Aminex Petroleum Egypt Limited (“APEL"), on 17
September 2006 regarding the exploration of Block 2, APEL is
committed to the Egyptian government to spend at least
US$7,000,000 (equivalent to HK$54,600,000) to drill three wells
in the initial three years (i.e. on or before September 2009). As
at 31 December 2009, the committed amount in the initial
three years was spent and three wells were drilled. After that
and as a second phase of the concession agreement, APEL
should spend at least US$5,000,000 (equivalent to
HK$39,000,000) to drill two wells in the subsequent three years
(i.e. on or before September 2012). However, the drilling of two
wells has not been started. On 13 September 2012, the
Egyptian government granted an approval to allow the Group
to extend the second phase of the concession agreement
including the drilling of the two wells to 16 March 2013. During
the year ended 31 December 2013, the Group submitted a
letter to the Egyptian regulatory authorities to further extend
the second phase of the concession agreement. Approval still
had not been granted by the Egyptian government up to the
date of these consolidated financial statements were
authorised for issue. The Directors consider that there is
chance the Egyptian government will grant extension of the
second phase of the concession agreement. When the second
phase of the concession agreement is completed, APEL should
spend at least US$4,000,000 (equivalent to HK$31,200,000) to
drill another two wells in the last two years. The excess amount
used in the first stage can be subtracted to the minimum
amount committed set out in the second or/and third stage. As
at 31 December 2013, APEL had spent more than the total
committed amount of US$16,000,000 (as equivalent to
HK$124,800,000) and had drilled three wells in Block 2. As at 31
December 2013, the remaining commitment for exploration of
Block 2 is the drilling of four wells as mentioned above.

33. 00non

00000000 0Aminex Petroleum
Egypt LimitedJ APELCDO O O 0O O 0O O O
gooobooobOO0oobO0oobooboo
APELOOODOOOOODOOOOOOOOOn
Joo0oO0oDoDOm;ooOoOo 7000000000
Oos46000000 00000000000
0o00o0ooobooobobooooooono
O0000000bOO000o0ooooOoon
O0O00OO0OAPELODOO M OOOOOOO
00000000 0Ooos00000000dO
gO3%0000000 000000 OOODO
0dooooooooooobobobobobono
00000oooooooooooooon
0000000000000 Oooooon
0o0fd0o0booboooooooboooan
Odo000o0oooooOoobooobooaoan
D0000o0oooooooooooon
0o0oooooooooobobooooOoo
gobooooooboooooooooa
oo ooooooooono
00000000 DOO0O000O0ODO0OOAPEL
O000OO0O00D0O0OO0O 400000000000
0312000000 0000000000003
goobooooboobobooboooooo
do00o0b0oobOoobOOoooooooan
O00O0OOO0OO0OOAPELO OO DODODOOAO
O O O 016000000 O O O O
124,800,000 0 MO0 0O0O0ODOOOOO
0000000 0ooOoobooboOoOoonn
0o00o0oooooboooboooobooon
ooooo
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34.

130

SHARE OPTION SCHEME

Pursuant to the Share Option Scheme (the “Scheme”) adopted
by the Company at the annual general meeting held on 7
September 2004, the Board of Directors of the Company may
at its discretion, invite any employees (whether full-time or
part-time), executives or officers of the Company and any of its
subsidiaries (including Executive and Non-Executive Directors)
and any business consultants, agents, financial or legal
advisers for who the Board of Directors of the Company
considers will contribute or have contributed to the Company
or any of its subsidiaries (the “Eligible Participants”), to take up
share options to subscribe for shares in the Company. The
purpose of the Scheme is to provide incentives to the Eligible
Participants. The Scheme will expire on 6 September 2014.

The subscription price for shares under the Scheme will be a
price determined by the Board of Directors of the Company but
will not be less than the highest of: () the official closing price
of the Company’s shares as stated in the daily quotation sheet
of the Stock Exchange on the date of the Company on which
the share option is offered to an Eligible Participant ("Offer
Date”); (ii) the average of the official closing prices of the
Company's shares as stated in the daily quotations sheets of
the Stock Exchange for the five business days immediately
preceding the Offer Date; and (iii) the nominal value of a share
of the Company.

There is no minimum year for which a share option must be
held before it became exercisable. Share options granted are
exercisable at any time during the exercisable years
determined by the Board of Directors of the Company.

34. 00000
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SHARE OPTION SCHEME (Continued)

The maximum number of shares in respect of which share
options may be granted under the Scheme is 46,000,000
shares of the Company, being 10% of the issued share capital
of the Company on the date on which the Scheme was
approved. The maximum number of shares in respect of which
share options may be granted to any Eligible Participants, shall
not, when aggregated with: (i) any share of the Company
issued upon exercise of share options or share options under
other schemes which have been granted to that Eligible
Participant; (ii) any share of the Company which would be
issued upon the exercise of outstanding share options or share
options under other schemes granted to that Eligible
Participant; and (iii) any cancelled shares of the Company
which were the subject of share options or share options
under other schemes which had been granted to and accepted
by that Eligible Participant, in any twelve-month period up to
the Offer Date, exceed 1% of the number of shares of the
Company in issue on the Offer Date.

The acceptance of a share option, if accepted, must be made
within 30 days after the Offer Date with a non-refundable
payment of HK$1 from the grantee to the Company.

No share option has been granted under the Scheme since its
adoption on 7 September 2004.

RETIREMENT BENEFITS SCHEMES

Mandatory provident scheme (the “MPF
Scheme”)

The Group has operated a pension scheme under the rules and
regulations of the Mandatory Provident Fund Schemes
Ordinance after the implementation of the Mandatory
Provident Fund Schemes Ordinance. The assets of the MPF
Scheme are held separately in an independently managed
fund. The Group has followed the minimum statutory
contribution requirement of 5% of eligible employees’ relevant
aggregate income with a cap of HK$1,250 (1.1.2012 to
31.5.2012: HK$1,000 and 1.6.2012 to 31.12.12: HK$1,250) per
employee per month. The contributions are charged to profit
or loss as incurred.
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35.

[
w
N

RETIREMENT BENEFITS SCHEMES
(Continued)

Superannuation

The Australian subsidiaries had a pension scheme that is
operated by the trustee, superannuation, which has a
compulsory element whereby employers are required by law
to pay a proportion of employee's salaries and wages (currently
9% (2012: 9%)) into a superannuation fund, which can be used
when the employee retires.

The employees of the subsidiaries in Australia are members of
superannuation operated by the trustee. Employers must make
superannuation contributions to the employees’ designated
superannuation fund at least every three months. The
superannuation contributions are invested over the period of
the employees’ working life and the sum of compulsory and
voluntary contributions, plus earnings, less taxes and fees is
paid to the person when they choose to retire. The sum most
people receive is predominantly made up of compulsory
employer contributions. The trustee is responsible for pension
liability to the retired staff.

Superannuation applies to all working Australians, except those
earning less than AUD450 (equivalent to HK$3,000) per month,
or aged under 18 or over 70. Individuals can choose to make
extra voluntary contributions to their superannuation fund and
receive tax benefits for doing so.

The total costs charged to profit or loss represent contribution
paid or payable to the MPF Scheme and superannuation by the
Group.
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36. ACQUISITION OF SUBSIDIARIES

On 2 April 2013, Fame Achiever Holdings Limited, a wholly
owned subsidiary of the Company, acquired the entire interest
of China Oil Resources Company Limited (“China Qil”), at
consideration of approximately US$700,000 (equivalent of
approximately HK$5,439,000). The amount was satisfied by
cash. China Qil is an investment holding company incorporated
in Hong Kong and its investment is 92% equity interest in
PetroAsian Energy (Tunisia) Limited (“PetroAsian Tunisia”“), a
company incorporated in British Virgin Islands. PetroAsian
Tunisia is principally engaged in exploration and exploitation of
hydrocarbon deposits in Tunisia.

On 22 July 2013, Hoifu Group Investments Limited, a wholly
owned subsidiary of the Company, acquired the entire equity
interest of Madagascar Northern Petroleum Company Limited,
from Gloryview Holdings Limited (“Vendor”), a company
beneficially wholly owned by Dr. Hui Chi Ming, an executive
Director of the Company, at a consideration of HK$1, satisfied
by cash. The acquisition also constitutes a connected
transaction under Appendix 14A of the Listing Rules. The
assets and liabilities of Madagascar Northern Petroleum
Company Limited consisted solely of exploration and
evaluation assets and a shareholder’s loan immediately prior
to the completion of the acquisition by the Group. Fair value of
the exploration and evaluation assets at the acquisition was
determined to be nil and according to the sales and purchase
agreement, rights to the shareholder loan was transferred by
the Vendor to the Group upon completion. Accordingly, the net
asset acquired by the Group at the time of completion
amounted to nil and the goodwill arising from the acquisition
was considered immaterial.

36. 0o non

goobObOooobooooOoooobbOoa
oooooooboooobbooobboo

MO0 ooooooogz7oooodd
goopoos430000@mooooon

oooooboooobooooobobooon
gooobbooooboboooobobooon
o0o0moboobOmooOooobmo
OO00Omo2% 00000 oooon
oboooooboboooooobooo

oooooooooooobooooboon
00000000 0o0oo0ooooonoan
gooooooooobobboboboooboo
O O O O Gloryview Holdings LimitedT) O
oddooooooooooooOooOono
ooobooOO10booooooooooo
doooooooO1A00O0Ooooood
0000000000000 00O0DOO0
gooooooooooboboboboooboo
goooooboooooooooooa
goobooobooooboooboboo
ooboooo0oooooooooobobon
gbbooooooooooboboboboboo
0gooo0oooooooooboooobooo
ogd

133



HOIFU ENERGY GROUP LIMITED » OO0 DOO0OO0OO0OO

Notes to the Consolidated Financial Statements
Dodoooon

For the year ended 31 December2013 DD ODODOODOOODOOOOOOOO

36. ACQUISITION OF SUBSIDIARIES (Continued) 36. 00000 O0JOO

0On 26 August 2013, Hoifu Mineral Resources Holdings Limited,
a wholly owned subsidiary of the Company, acquired 60%
equity interest of Zhen Hua Company Limited (“Zhen Hua"), at a
consideration of 30,000,000 share options and HK$1. At the
acquisition date, the fair value of the share options is
approximately HK$4,744,000. Zhen Hua is a company
incorporated in Kenya and is principally engaged in the
exploration, exploitation and production of minerals. The
acquisition enable the Group to further expand its scope of
business in the natural resources sector and enhance the
future natural resources reserves of the Group. The
consideration for the acquisition comprises a cash
consideration of HK$1 and the 30,000,000 share option at the
exercise price of HK$1.38.

The following table summarises the fair value of consideration
paid for the acquisitions of China Oil and Zhen Hua and the fair
value of assets acquired and liabilities assumed at the
acquisition date.
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30,000,000 000010 0000O0DOCO
000000000474400000000
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China Qil Zhen Hua
o0 0o
HK$'000 HK$'000
ooao ooo
Exploration and evaluation assets ooooooo 6,013 -
Mineral mining rights Oooo — 12,012
Deferred tax liability oooooo = (3,603)
Net assets oooo 6,013 8,409
Non-controlling interest ooooo (481) (3,364)
Net asset attributable to Do00O00ooOooooo
the owners of the Company 5,532 5,045
Satisfied by: ogoooooono
Cash 0ood 5,439 -
Share options ooo - 4,744
Gain on bargain purchase ooooooo 93 301
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36. ACQUISITION OF SUBSIDIARIES (Continued) 36. 00000 O0JOO

Included in the loss for the year are approximately HK$237,000 0o00D0OoOoOooOoooooooon
and HK$1,001,000 attributable from the acquisition of China Qil 237,0000 0 0 1,001,0000 00000 OO
and Zhen Hua. No revenue for the year generated from the o0oooooo

above mentioned acquisitions.

Had the acquisition been completed on 1 January 2013, the 0000000000 O0O0ooOooooo
revenue and loss for the year of the Group would have been 0000000000000 0 562,886,000
approximately HK$562,886,000 and HK$23,887,000. The pro 00023887000 0000000000
forma information is for illustrative purposes only and is not 000O0o00oOo0oOoOoOOoDOOooOooooo
necessarily an indication of revenue and results of operations O000O0o0OOoOoOoOooooooooon
of the Group that actually would have been achieved had the O000000oOoooooooon

acquisition been completed on 1 January 2013, nor is it
intended to be a projection of future results.

Net cash outflow on the above acquisition O0o0o0000o0ooOoon
China Oil Zhen Hua
oo 00
HK$'000 HK$'000
ooo oo
Cash consideration paid oooooo 5,439 -
Less: cash and cash equivalent oooooooo
balance acquired oooooooo = =
5,439 -
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37. DISPOSAL OF A SUBSIDIARY 37.

During the year ended 31 December 2013, the Group disposed
a subsidiary to Mr. Lam Kwok Hing, an executive Director for
the Company, for the consideration of HK$90,000. The net
assets of the subsidiary at the date of disposal were as follows:

Consideration received:

gobogoobogad

goobbOooobobOoooobooooo
oooooooboooobbooobboo
oOooooooooeooocoooooooog
oooooooobooDbo

oooon

HK$’000
ooo

Cash received oooo 90
Analysis of assets and liabilities ooooooooo
as the date of disposal: goooog

Fixed assets oooo -

Bank balances and cash ooooooo 4

Amount due to a Director oooooooo (23)

Net liabilities disposed of O0o0oon (19)

Gain on disposal of a subsidiary O0o0o0o0oO0oO0oooOoOo 109

Net cash inflow arising on disposal: Do0000ooooooo

Cash consideration oooo 90

Less: Bank balances and cash disposedof OO0 OOOODOOOOOO (4)
86
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SUBSIDIARY

Pursuant to the ordinary resolutions passed at a special
general meeting held on 20 October 2012, the shareholders of
the Company approved the Distribution in Specie, which is one
of the conditions of the subscription of the Company’s shares
by Triumph Energy as set out in note 30. The Distribution in
Specie took place on 7 November 2012. Details of the
subscription of shares by Triumph Energy and Distribution In
Specie are set out in the Company’s announcements dated 23
August 2012, 27 September 2012 and 8 November 2012.

Analysis of assets which were distributed during the year:

38. DISTRIBUTION IN SPECIE OF SHARESOF A 38. 000000 OOOO

gooboooobooobboooboboo
oogobooooobooboooobooo
Oooouoooo3ooooooooog
ooboboooobOooboooobbooon
goboooobobboooobobooon
gooboOoooboOoooboOoooboboo
ooobboooooobboooobboo
goboooooboooboog

gobooooobooo

Interest in an associate oooooo 76,735
Bank balances (general accounts) Oo00mooooo

and cash ooo 23
Total assets attributed to the Group OO00o00ooOoOoooo

distributed to the shareholders 0oo0ooo 160

(note 16) 76,758
Net cash outflow arising on ooooooooo

Distribution In Specie: oooo
Bank balances (general accounts) D00 ooooo

and cash ooo (23)

During the year ended 31 December 2012, cumulative
exchange differences of HK$22,311,000 shared by a subsidiary
was reclassified from equity to profit or loss upon loss of
control of the subsidiary by way of Distribution in Specie and
was recognised as gain on distribution of shares of a
subsidiary.

During the year ended 31 December 2013, no dividend is
distributed by way of distribution in specie.
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OO0O0O00oO0OoOooOoo22311,000000
oobobooooooooboooboboo
oobooooooboooobbooon
oooo

ooboo0oooObOoobObO0oooobOon
goboooooooooog

137



HOIFU ENERGY GROUP LIMITED e

oooooooooo

Notes to the Consolidated Financial Statements
Oooooogd

For the year ended 31 December2013 OO0 OOO0OOOOOOOOCOOOO

39.

40.

138

MAJOR NON-CASH TRANSACTION

During the year ended 31 December 2013, part of the
consideration for the purchase of a subsidiary comprised
shares option. Further details of the acquisitions are set out in
note 36.

During the year ended 31 December 2012, the Company
distributed the special dividend of HK$76,758,000 by way of
distribution of shares in a subsidiary as set out in note 16.

EVENT AFTER THE REPORTING PERIOD

On 30 August 2013, the Company and Guangxi Hoifu Energy
Limited (“Guangxi Hoifu Energy”), a wholly-owned subsidiary of
the Company, entered into an agreement (“Capital Injection
Agreement”) with Guangxi Qinzhou Hengyuan Petrochemical
Company Limited (“Qinzhou Hengyuan”) and Mr. Ding Wei Er, a
sole shareholder of Qinzhou Hengyuan, pursuant to which
Guangxi Hoifu Energy will subscribe for 51% equity interest of
Qinzhou Hengyuan by way of capital injection of
RMB140,000,000 (equivalent to approximately HK$177,800,000)
into Qinzhou Hengyuan (“Capital Injection”). Qinzhou Hengyuan
is principally engaged in storage of refined oil and petroleum
products, wholesale and retail of refined oil and hazardous
chemical products as well as provision of railway
transportation services for refined oil and hazardous chemical
products and aquatic oil stations and transportation services.
Further details of the Capital Injection are disclosed in the
Company's announcements dated 3 October 2013, 30 October
2013, 31 October 2013, 4 November 2013, 27 November 2013,
30 December 2013, 4 February 2014, 5 February 2014 and 3
March 2014. Up to the date these consolidated financial
statements were authorised for issue, the Capital Injection has
not yet been completed.

39.

40.
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40. EVENT AFTER THE REPORTING PERIOD

(Continued)

On 3 September 2013, Guangxi Hoifu Petroleum Limited
("Guangxi Hoifu Petroleum”), a wholly-owned subsidiary of the
Company, entered into an agreement with Shenzhen Chenxi
Industrial Company Limited (“Chenxi & Tianxiang Vendor”),
pursuant to which Guangxi Hoifu Petroleum will acquire 51%
equity interest in each of Guangxi Chenxi Gas Company Limited
("Guangxi Chenxi”) and Beihai Tianxiang Aviation Oil Storage
and Transportation Company Limited (“Beihai Tianxiang”) for a
total consideration of approximately RMB280,501,000
(equivalent to approximately HK$356,236,000), of which
approximately RMB93,500,000 will be settled by cash and
RMB187,001,000 shall be settled by issue of the convertible
notes with an initial conversion price of HK$1.3 per share,
subject to adjustment (“Chenxi & Tianxiang Acquisition”). The
principal activities of Guangxi Chenxi include development,
construction and operation of liguefied petroleum gas
terminals and integrated service facilities; storage and sale of
liquefied petroleum gas; and sale of fuel oil, lubricating oil,
solvent oil and other petrochemical products. Beihai Tianxiang
is principally engaged in wholesale and retail of refined oil and
operation of oil stations. Further details of the Chenxi &
Tianxiang Acquisition are disclosed in the Company’s
announcements dated 3 October 2013, 30 October 2013, 31
October 2013, 4 November 2013, 27 November 2013, 30
December 2013, 4 February 2014, 5 February 2014 and 3
March 2014. Up to the date these consolidated financial
statements were authorised for issue, the Chenxi & Tianxiang
Acquisition has not yet been completed.
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40.
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EVENT AFTER THE REPORTING PERIOD
(Continued)

On 15 December 2013, Guangxi Hoifu Petroleum entered into
an agreement with Beihai Tianxiang, Qinzhou Hengyuan,
Zhuhai Shengzhou Investment Company Limited (“Zhuhai
Shengzhou”) (collectively referred as “Beibuwan Yuchai
Vendors”) and Guangxi Yuchai Machinery Group Company.
Limited, pursuant to which Guangxi Hoifu Petroleum will
acquired 65% equity interest in Beibuwan Yuchai Energy
Chemical Company Limited (“Beibuwan Yuchai”) from the
Beibuwan Yuchai Vendors, for a total consideration of
approximately RMB135,456,000 (equivalent to approximately
HK$172,555,000), of which (i) RMB45,747,100 (equivalent to
approximately HK$58,276,561) by payment of cash to Zhuhai
Shengzhou; (i) RMB33,231,300 (equivalent to approximately
HK$42,332,866) by the issuance of the shares of the Company
to Beihai Tianxiang; and (iii) RMB56,477,500 (equivalent to
approximately HK$71,945,860) by payment of cash to Qinzhou
Hengyuan (“Beibuwan Yuchai Acquisition”). Beibuwan Yuchai
is principally engaged in manufacturing and sale of olefins and
aromatics. Further details of Beibuwan Yuchai Acquisition are
disclosed in the Company’s announcements dated 19
December 2013, 27 January 2014, 4 February 2014 and 4 March
2014 and the Company’s circular dated 28 February 2014.
Beibuwan Yuchai Acquisition was completed on 7 March 2014.
Upon completion of the Beibuwan Yuchai Acquisition,
Beibuwan Yuchai will become a non-wholly owned subsidiary
of the Company and its assets, liabilities, results and cash flows
will be consolidated into the Group’s consolidated financial
Statements.
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40. EVENT AFTER THE REPORTING PERIOD

41.

(Continued)

On 12 January 2014, Guangxi Hoifu Energy entered into an
agreement with Gunagdong Weijing Furniture Technology
Company Limited, Shanghai Dianjin Industrial Company Limited
and Zhuji Jingshi Investment Company Limited (“Guangxi
Yuchai Vendors"”), pursuant to which Guangxi Hoifu Energy will
acquired 70% equity interest in Guangxi Yuchai Petrochemical
Company Limited (“Guangxi Yuchai”) for a total consideration
of approximately RMB98,000,000 (equivalent to approximately
HK$125.4 million), settled by cash (“Guangxi Yuchai
Acquisition”). Guangxi Yuchai is principal engaged in
manaufacturing and petrochemical products. Further details of
Guangxi Yuchai Acquisition are disclosed in the Company’s
announcement dated 5 February 2014. Up to the date these
consolidated financial statements were authorised for
issuance, the Guangxi Yuchai Acquisition has not yet been
completed.

On 21 March 2014, the Company issued approximately
19,427,000 shares of the Company at issue price of HK$2.00 for
the consideration of Beibuwan Yuchai Acquisition.

RELATED PARTY TRANSACTIONS
Transactions with related parties

(@) During the year, the Group received commission income
and other securities dealing income from securities
dealing of approximately HK$9,000 (2012: HK$10,000)
from close family members of two Directors, Messrs.
Lam Kwok Hing and Nam Kwok Lun.

(b)  During the year, the Group received interest income from
securities dealing of approximately HK$100 (2012:
HK$100) from close family members of two Directors,
Messrs. Lam Kwok Hing and Nam Kwok Lun.

(c) During the year, the Group received commission income
and other income from securities dealing of
approximately HK$13,000 (2012: HK$13,000) from ATNT,
in which two Directors, Messrs. Lam Kwok Hing and Nam
Kwok Lun, have controlling interests.
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41. RELATED PARTY TRANSACTIONS
(Continued)

[
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N

Transactions with related parties (Continued)

(d)

During the year ended 31 December 2012, the Group
advanced HK$9,000,000 from Asia Tele-Net and
Technology Corporation Limited (“ATNT") and the whole
amount repaid before 31 December 2012. The Group
paid finance costs of HK$337,000 to ATNT, in which two
Directors, Messrs. Lam Kwok Hing and Nam Kwok Lun,
have controlling interests.

At 31 December 2013, an executive Director, Mr. Nam
Kwok Lun, advanced approximately HK$65,878,000 (2012:
HK$41,995,000) to the Group. During the year, the Group
paid finance costs of HK$2,089,000 (2012: HK$1,280,000)
to the executive Director, Mr. Nam Kwok Lun.

During the year ended 31 December 2013, the Group
made minimum lease payments under operating leases
in respect of office premises of approximately
HK$1,260,000 (2012: nil) to Gahood Holding Company
Limited, a company indirectly wholly-owned by Dr. Hui
Chi Ming, an executive Director of the Company. The
transaction also constitutes a continuing connected
transaction under Appendix 14A of the Listing Rules.

On 28 June 2013, Hoifu Group Investment Limited, a
wholly-owned subsidiary of the Company, acquired the
entire issued share capital of Madagascar Northern
Petroleum Company Limited and its shareholder’s loan,
from Gloryview Holdings Limited, a company beneficially
wholly-owned by Dr. Hui Chi Ming, an executive Director
of the Company, for a total consideration of HK$1,
satisfied by cash, as set out in note 36.

41. D00 wog

ogoooooyoo

()

®

oooboooooooooooon
oooooobbooooboooon
OO 000000 d 9000000000
ooo0bOoOooooboooooon
goooobooooooboomooon
goboooooboooooon
000 ooooo3szo00000

gboboboobooboooobooon
oooooooooooooano
658780000 MO O O O O OO
419950000 0000000000
0000O0OO0OO0oO0ooDoooo2089,000
OMmoooooo1,280,0000 0 M

O0oDO00000O00O0O0O0O0O0O00
00000000000 00O0O0O0O0
D000000000000O0000
O0DO000000O0O0O0O0O0O0O00
1,260,0000 D 0000000 MmMO
000000000000 14A0O0O0
Doooooo

0oDoO3s0000o0o0oonooan
O 0 O O O Hoifu Group Investment Limited
0000000000000 Gloryview
Holdings Limited D D 0D OO0 OO OO0
gooooooooOoo0Oo0Ooooao
Madagascar Northern Petroleum Company
Lmtedd DO DODOOOOOOOOO
oooooOo1o0ooooooo
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41. RELATED PARTY TRANSACTIONS 41. 000 0O 0O O 00
(Continued)
Transactions with related parties (Continued) ooo0ooog
(h)  On 29 November 2013, the Group disposed a indirectly (y DO0O0DO0DODOOODOOCOOoOooOooao
wholly-owned subsidiary of the Company to Mr. Lam Kwok O00000O0o00oOoO0oooooao
Hing, an executive Director of the Company, for total dooOoOoOOoOoOoOoOooOOooOoooaon
consideration of HK$90,000, satisfied by cash. A gain of 900000 0000000000037
approximately HK$109,000 was arising from the disposal OO00o0OO0OocO0OOoO0OOoO0OOo0oao
of the subsidiary during the year ended 31 December 2013 00000000000 oooOoo
and credited to the consolidated statement of profit or loss 1090000 00000000000
and other comprehensive income as set out in note 37. 00000000
Compensation of key management personnel dddoooooa
The remuneration of Directors during the year was as follows: oooooooooo
2013
goooad
HK$’000
ooo
Short-term benefits oooo 11,216 4,736
Post-employment benefits oooo 54 29
11,270 4,765
The remuneration of Directors is determined by the D0000000o0ooooooooooo
remuneration committee having regard to the performance of gooooooo

individuals and market trends.
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42. PRINCIPAL SUBSIDIARIES 42.

The following table lists the subsidiaries of the Company which,
in the opinion of the Directors, principally affected the results
or assets of the Group. To give details of other subsidiaries
would, in the opinion of the Directors, result in particulars of
excessive length.

Country/ Issued and

place of Principal fully paid

incorporation place of share capital
oooo business oooo
ooooo oooooo 0ooo

Karl Thomson British Virgin Hong Kong HK$10
Financial Group Limited Islands ("BVI") 0o 1000

oooooooooo oooooo

Karl-Thomson Securities Hong Kong Hong Kong HK$5,000,000
Company Limited 00 oo 5,000,0000 O

ooooooon

Karl-Thomson Commodities Hong Kong Hong Kong HK$5,000,000
Company Limited oo oo 5,000,0000 0

oooooooooao

Karl Thomson Hong Kong Hong Kong HK$20,000,000
Finance Limited 00 oo 20,000,0000 0

oooooooo

Karl Thomson Credit Limited Hong Kong Hong Kong HK$10,000

oooooooo oo oo 10,0000 0

Karl Thomson Investment Hong Kong Hong Kong HK$1,000,000
Consultants Limited 00 oo 1,000,0000 0

gooooooooo
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gooboooobooobooobobooo
ooobboooobbooobooobooo
obooooobooobooobooboobooooo

Proportion of
nominal value of

issued share capital
held by the Group
ooooo Principal activities
ooopoooooo oooo
2013 2012
ooooo ooooo
% %
ooo ogoo
100 100 Investment holding
oooo
100 100 Securities dealing
and broking
ooooooo
100 100 Futures and
options broking
ooooooo
100 100 Securities margin
financing
ooooooo
100 100 Money lending
oo
100 100 Broking of mutual funds
and insurance-linked
investment plans
and products
ooooooooo
goooooooo
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42. PRINCIPAL SUBSIDIARIES (Continued) 42. D0 0O0O0Ouoog

Proportion of

Country/ Issued and nominal value of
place of Principal fully paid issued share capital
incorporation place of share capital held by the Group
ooon business oooo ooooo Principal activities
ooooo oooooo oooo ooopoooooo oooo
2013 2012
ooooo ooooo
% %
ooo ogoo
Karl Thomson Financial Hong Kong Hong Kong HK$600,000 51 51 Corporate finance advisory
Advisory Limited o0 oo 600,0000 0 oooooo
gooooooooo
Access Way Investments Limited BVI Hong Kong US$1 100 100 Holding of computer
0o0oooo oo 100 equipment
oooooo
Karl Thomson Worldwide Hong Kong Hong Kong HK$10 60 - Investment Immigration
Immigration Consultants Limited 0O oo 1000 Consultancy
oo000ooooooo oooooo
Karl Thomson International Hong Kong Hong Kong HK$10,000 100 - Investment Immigration
Immigration Consultant Limited 0O oo 10,0000 0 Consultancy
oo000ooooooo oooooo
Karl Thomson Energy Limited BVI Hong Kong US$1 100 100 Investment holding
gooooooo oooooo oo 100 oooo
Oriental Victor Limited Hong Kong Hong Kong HK$10,000 100 100 Investment holding
ooooooo o0 oo 10,0000 0 oooo
Sky Energy Investment Limited Hong Kong Hong Kong HK$1 100 100 Investment holding
gooooooo oo 0o 100 oooo
Volant Petroleum Limited Australia Australia AUD35,011,303 100 100 Investment holding
00 oo 35011,3030 0 oooo
Pan Pacific Petroleum BVI Egypt AUD2,000 100 100 0l and gas exploration
Egypt Pty Limited 000ooo 00 200000 and production
gooooooo
ooo
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42. PRINCIPAL SUBSIDIARIES (Continued)

146

First Energy Pty Limited

Aminex Petroleum Egypt Limited

Hoifu Energy International
Trading Company Limited
oo00oooooooo

Hoifu Energy Holdings Limited
ooooOoooooa

Fame Achiever Holdings Limited

ooobooooo

Shiny Future Holdings Limited

oooooooo

PetroAsian Energy (Tunisia) Limited

ooomoooomoon

China Yuchai Hoifu Energy

International Limited

oooboboobooooon

Guangdong Hoifu Petroleum Limited

ooobooooooo

Country/

place of
incorporation
oooo
ooooo

Australia
oo

BVI

oooooo

BVI
oooooo

BVI

oooooo

BVI
oooooo

Hong Kong
oo

BVI

ooooon

BVI
oooooo

PRC
oo

Principal
place of
business
0ooooo

Australia
0o

Egypt
0o

Hong Kong
oo

Hong Kong

oo

Hong Kong
0o

Hong Kong
oo

Hong Kong

oo

Hong Kong
0o

PRC
oo

42. D0 0O00Ouoog

Issued and
fully paid
share capital
oooo
oooo

AUDS50,3682
550,3820 0

AUD65,660

65,6000 0

HK$100
10000

US$100

10000

Us$100
10000

HK$100
10000

US$1,000

1,0000 0

1S$3,000,000
3,000,0000 0

RMB25,500,000
25,500,000000

Proportion of
nominal value of
issued share capital

held by the Group
0oooo
goooooooo
2013 2012
0oooo 0oooo
% %
ooo ooo
100 100
60 60
100 100
100 100
100 100
100 100
92 =
51 =
85 =

Principal activities
oooo

Investment holding
oooo

0il and gas exploration
and production
00000000000

Trading in natural resources
ooooono

Investment holding
oooo

Investment holding
ogooo

Investment holding
oooo

0l and gas exploration
and production
oooo0oooooo

Investment holding

oooo

Trading in natural resources
oooooo
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42. PRINCIPAL SUBSIDIARIES (Continued)

Guangxi Hoifu Petroleum Limited
oooooooooo

Hoifu Group Investment Limited
oooooooooo

Madagascar Northern Petroleum
Company Limited
oo00ooooOooooo

Zhen Hua Company Limited
oooooo

Country/
place of
incorporation
oooo
ooooo

PRC
oo

BVI
oooooo

BVI

oooooo

Kenya
ooo

Principal
place of
business
0ooooo

PRC
oo

Hong Kong
oo

Madagascar

ooooo

Kenya
ooo

42.

Issued and

fully paid

share capital
0ooo
oooo

RMB30,000,000
30,000,00000 0

Us$100
10000

Us$100

10000

KES100,000
10000000000

Note: The company was disposed of by way of distribution of shares as set out

in note 38.

The Company directly holds the interest in Karl Thomson
Financial Group Limited and Hoifu Energy Holdings Limited. All
other subsidiaries shown above are indirectly held by the

Company.

None of the subsidiaries had any debt securities outstanding at
end of the year or at any time during the year.

goboooyon

Proportion of
nominal value of

issued share capital
held by the Group
ooooo Principal activities
ooopoooooo oooo
2013 2012
ooooo ooooo
% %
ooo ogoo
100 - Trading in natural resources
oooooo
100 - Investment holding
oooooo
100 - Oiland gas exploration
and production
oooo0oooooo
60 - Minerals exploration and
production
ooooooo

Oooopoooo0oo3sOO0Ooooooooooo

goobooooboooboooboboo
ooooOooooObOOooooooDbbOOoo
obooooooooobooooooboo

ooooooooooooooooooo
coooooooooocooo
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43. STATEMENT OF FINANCIAL POSITION OF 43. 00 000oOoooon
THE COMPANY

2013 2012
ooo0oo oo0000
HK$’000 HK$'000
Oooao ooa
Non-current assets ooooao
Investment in subsidiaries ooDooooog 89,828 89,828
89,828 89,828
Current assets ooono
Amounts due from subsidiaries (notea) 00000000000 ad 559,563 393,557
Other amounts receivable, 0o0Do0oO0oooooooon
prepayments and deposits 220 41
Bank balances (general accounts) 000Dooooomoo
and cash 37,819 173,254
597,602 566,852
Current liabilities ogooo
Amount due to a subsidiary (note a) 000000000 0gOoOad - 34
Other payables and accrued expenses ooooooooooo 1,422 2,604
Amount due to a Director (note b) 00000000 Oobo 32,528 30,945
33,950 33,583
Net current assets gooooo 563,652 533,269
Net assets oooo 653,480 623,097
Capital and reserves oooono
Share capital oa 148,810 145,684
Reserves (hote ¢) 0ooced 504,670 477,413
Total equity oooo 653,480 623,097
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43. STATEMENT OF FINANCIAL POSITION OF A43. 00000000700
THE COMPANY (Continued)

Note: ooo

(a) The amounts due from/(to) subsidiaries are unsecured, interest-free, and (a) 00@M0OOD00000000D0DO0OO0DOOn
recoverable/(repayable) on demand. ooo0moom

(b) The amount due to a Director is unsecured, interest bearing at Hong Kong (b) Joooooooooooooooooooog
Prime Rate quoted by Wing Hang Bank Limited (2012: Hong Kong Prime 00000000000 O0O0O0OoOoOooaO
Rate quoted by Wing Hang Bank Limited) per annum and are repayable 000DD0DO000O0DOOD
on demand.

(©) Movement in reserves () oooo

Capital Share
Share  Contributed  redemption option Accumulated

premium surplus reserve reserve losses Total

oooo 0ooo 000000 ooooo oooo oo

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

0oo 0oo 0oo ooao ooao ooo

At 1 January 2012 oooooooooo 359,456 89,627 = = (58,716) 390,367
Profit and total comprehensive ooooooooooo

income for the year - - - - 43,608 43,608

Reduction of share premiumaccount 0000000 (359,162) 359,162 - - - -
Special dividend by way of shares 0000000000o

of a subsidiary oooo = (76,758) - - - (76,758)

Shares issued goooo 123,000 - - - - 123,000
Transaction costs attributable to ooooooooooo

issue of shares (2,304) - - - - (2,304)

At 31 December 2012 0oooooooooooo 120,490 372,031 = = (15,108) 477,413
Loss and total comprehensive ooooooooOooo

expenses for the year - - - - (18,770) (18,770)

Share issued goooo 42,240 - - - - 42,240

Share repurchase and cancelled 0ooooaoo (957) - 74 - (74) (957)

Effect of share options oooooo - - - 4,744 - 4,744

At 31 December 2013 goooooooooooo 161,773 372,031 74 4,744 (33,952) 504,670

44. COMPARATIVE FIGURES 44. 00 0O 0O O
Certain comparative amounts have been reclassified and ooooooooooooooooooo
restated to conform to the current year’s presentation. gooooooo
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Year ended 31 December
go000oo0O00ooano

2009 2010 2011 2012 2013
oooo0o0 0OO0O00 0ObOO0O0oO0 bOoooo oOooooo
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
oono ooo oono oono oono
RESULTS 0o
Revenue 0o 36,771 41,824 30,949 18,974 562,886
Loss before taxation goooad (51,122) (85,351) (371,024) (21,777) (22,268)
Taxation credit oooo = = = = 300
Loss for the year oooo (51,122) (85,351) (371,024) (21,777) (21,968)
Attributable to: ooo
Owners of the Company oooooo (49,840) (56,170) (270,281) (21,265) (21,471)
Non-controlling interests ooooo (1,282) (29,181) (100,743) (