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LISTING INFORMATION

The Stock Exchange of Hong Kong Limited
Ordinary share (Stock Code: 00517)

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS

47th Floor, COSCO Tower
183 Queen’s Road Central
Hong Kong

INVESTOR RELATIONS

Telephone : (852) 2809 7888
Facsimile :(852) 8169 0678
Website  : www.coscointl.com
E-mail . info@coscointl.com

FINANCIAL CALENDAR

2018 Annual General Meeting:
30th May 2018

Announcement of 2018 Interim Results:
24th August 2018

Announcement of 2018 Annual Results:
2019*

*  to be advised

DIVIDEND

2018 Interim Dividend: 5 HK cents per share
Closure of Register of Members:
17th to 19th September 2018
Payment Date for 2018 Interim Dividend:
28th September 2018
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MANAGEMENT DISCUSSION AND ANALYSI
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FINANCIAL REVIEW

Following the rebound in the market of international shipping industry
in 2017, COSCO SHIPPING International (Hong Kong) Co., Ltd.
(“COSCO SHIPPING International” or the “Company”) and its
subsidiaries (collectively the “Group”) continued to leverage on its
advantages in terms of professionalism and scale and proactively
edged up its marketing effort, therefore, the operating profit increased
by 9% to HK$144,907,000 (2017: HK$133,093,000). However, due
to a significant decrease in share of profits of joint ventures of
HK$42,618,000, profit attributable to equity holders of the Company
decreased to HK$184,034,000 (2017: HK$205,562,000),
representing a decrease of 10% as compared to the same period of
2017. The basic and diluted earnings per share was 12.01 HK cents
(2017: 13.41 HK cents), representing a decrease of 10% as
compared to the same period of 2017.

Revenue

For the six months ended 30th June 2018, the Group’s revenue
increased by 26% to HK$4,787,645,000 (2017: HK$3,809,258,000)
as compared to the same period of 2017. Revenue from the core
shipping services business increased by 25% to HK$4,479,223,000
(2017: HK$3,588,873,000) and accounted for 94% (2017: 94%) of
the Group’s revenue. The increase was attributable to increase in
segment revenues of coatings and marine fuel and other products.
Revenue of general trading segment increased by 40% to
HK$308,422,000 (2017: HK$220,385,000) and accounted for 6%
(2017: 6%) of the Group’s revenue.

Gross Profit and Gross Profit Margin

The Group’s gross profit for the period increased by 1% to
HK$305,636,000 (2017: HK$302,033,000) while gross profit margin
dropped to 6.4% (2017: 7.9%). The decrease in gross profit margin
was mainly attributable to the increase in revenue from the low-gross-
profit-margin marine fuel and other products as well as the decrease
in gross profit margin of coatings segment.

Other Income and Gains — Net

Other income and gains — net of HK$75,934,000 (2017:
HK$65,721,000) for the period primarily included net exchange gains
of HK$39,651,000 (2017: HK$46,895,000) and government subsidy
income of HK$12,229,000 (2017: Nil) recognised in respect of a
specific subsidy granted by the Shanghai Baoshan District

COSCO SHIPPING INTERNATIONAL (HONG KONG) CO., LTD. 2018 INTERIM REPORT
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Government. Such subsidy was a compensation for the relevant
costs and expenses incurred by FEREIFEZEEME (&) AR A
(COSCO Kansai Paint & Chemicals (Shanghai) Co., Ltd.”) (“COSCO
Kansai (Shanghai)”) in relocating the production plant and settling the
impacted staff. Moreover, there was a management fee income of
HK$20,909,000 (2017: Nil) arising from the provision of management
services by the Company in relation to the day to day business
operations and management of COSCO SHIPPING (Hong Kong) Co.,
Limited (“COSCO SHIPPING (Hong Kong)”) and its subsidiaries
according to the Management Services Master Agreement (the
“Management Services Master Agreement”) dated 7th February
2018.

Reversal of Provision/(Provision) for Impairment of
Trade and Other Receivables, Net of (Provision)/
Reversal

The Group keeps focusing on strengthening collection of trade
receivables, therefore, during the period, there was a reversal of
provision for impairment of trade receivables, net of provision of
HK$2,331,000 (2017: provision for impairment of trade receivables,
net of reversal of HK$1,705,000). During the period, there was a
reversal of provision for impairment of other receivables of
HK$17,815,000 (2017: Nil).

Selling, Administrative and General Expenses

During the period, selling, administrative and general expenses
increased by 10% to HK$256,809,000 (2017: HK$232,956,000). The
increase in selling expenses was mainly attributable to the significant
increase in the segment revenues of coating as compared to the
same period of last year. The increase in administrative expenses
was attributable to expenses arising from the provision of
management services to COSCO SHIPPING (Hong Kong) and its
subsidiaries according to the Management Services Master
Agreement.

Finance Income

Finance income, which primarily represented interest income on the
Group’s bank deposits, increased by 28% to HK$76,150,000 (2017:
HK$59,389,000) as a result of the increase in interest rate of cash
deposit as compared to the same period of 2017.

Finance Costs

Finance costs, which mainly represented interest expenses on short-
term borrowings and other financial charges, decreased by 63% to
HK$1,238,000 (2017: HK$3,311,000).

*for identification purposes only
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Share of (Losses)/Profits of Joint Ventures

The Group’s share of losses of joint ventures was HK$7,492,000 (2017:
share of profits of HK$35,126,000). This item primarily represented
the share of loss of Jotun COSCO Marine Coatings (HK) Limited (“Jotun
COSCQO”) of HK$8,476,000 (2017: share of profit of HK$34,181,000)
which was included in the coatings segment.

Share of Profits of Associates

The Group’s share of profits of associates decreased by 16% to
HK$5,142,000 (2017: HK$6,123,000). This item primarily comprised
the share of profit of Double Rich Limited (“Double Rich”) of
HK$5,072,000 (2017: HK$5,205,000) which was included in the
marine fuel and other products segment.

Profit Attributable to Equity Holders

Profit attributable to equity holders of the Company during the period
decreased by 10% to HK$184,034,000 (2017: HK$205,562,000).

FINANCIAL RESOURCES AND LIQUIDITY

As at 30th June 2018, capital and reserves attributable to the
Company’s equity holders decreased by 1% to HK$7,871,687,000
(31st December 2017: HK$7,914,129,000). As at 30th June 2018,
total cash and bank balances (including restricted bank deposits of
HK$1,779,000) of the Group was HK$6,384,278,000 (31st
December 2017: HK$6,486,970,000, including non-current deposits
and restricted bank deposits). During the period, the Group has net
drawdown of short-term borrowings in the amount of HK$83,027,000
(2017: Nil). As at 30th June 2018, total banking facilities available to
the Group amounted to HK$866,270,000 (31st December 2017:
HK$844,952,000), of which HK$212,257,000 (31st December 2017:
HK$345,673,000) had been utiised. The gearing ratio, which
represented total short-term borrowings over total assets, was 0.9%
(81st December 2017: 0%). As at 30th June 2018, the Group had
net cash (represented total deposits and cash and cash equivalents
less short-term borrowings) of HK$6,301,251,000 (31st December
2017: HK$6,486,970,000). To enhance the Group’s finance income
and to ensure availability of cash at appropriate times to meet the
Group’s commitments and needs, the Group, on the basis of
balancing risk, return and liquidity, invested in a mixture of stable and
conservative financial products, including overnight deposits, term

COSCO SHIPPING INTERNATIONAL (HONG KONG) CO., LTD. 2018 INTERIM REPORT
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deposits and offshore fixed deposits. Return of 2.35% on the Group’s
cash was achieved for the period, representing 2 basis points above
3-month US Dollar London Interbank Offered Rate as at the end of
June 2018. As at 30th June 2018, borrowings of the Group were
unsecured debt denominated in Renminbi which carried interest at
rates calculated with reference to the base rates announced by the
People’s Bank of China and repayable within one year. The Group
had no financial instruments for interest rate hedging purposes.

FINANCIAL RISK MANAGEMENT

The Group principally operates in Hong Kong, Singapore and China
Mainland, and is exposed to foreign exchange risk arising from
foreign currencies held, mainly US dollars and Renminbi. Foreign
exchange risk arises from commercial transactions and recognised
assets and liabilities. The Group manages its foreign exchange
exposure by regularly reviewing the foreign currency exposure of its
operating subsidiaries and will consider hedging exposure by foreign
exchange forward contracts when the need arises. The Group’s
marine fuel business is subject to fluctuation in oil prices. The Group
exercises stringent control over the use of derivative financial
instrument when necessary, for hedging against the price risks of
marine fuel and other products. In addition, the conversion of
Renminbi into foreign currencies in Mainland is subject to the rules
and regulations of foreign exchange controls promulgated by the
government of the People’s Republic of China (the “PRC”).

EMPLOYEES

As at 30th June 2018, excluding joint ventures and associates, the
Group had 870 (31st December 2017: 846) employees, of which 173
(81st December 2017: 110) were Hong Kong employees. During the
period, total employee benefit expenses, including directors’
emoluments and provident funds, were HK$171,543,000 (2017:
HK$150,234,000). Employees were remunerated on the basis of their
performance and experience. Remuneration packages include salary
and a year-end discretionary bonus, which are determined with
reference to market conditions and individual performance. During
the period, all of the Hong Kong employees have participated in the
Mandatory Provident Fund Scheme or recognised occupational

hEBERKR (BB)ERAR 2018 FHYHE
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retirement scheme. No share option scheme is in operation and no
share options of the Company are outstanding.

INTERIM DIVIDEND

The board of directors of the Company (the “Board” or the “Director(s)”)
has declared an interim dividend of 5 HK cents (2017: 6 HK cents)
per share for the six months ended 30th June 2018 which will be
payable on 28th September 2018 to the shareholders of the
Company (the “Shareholders”) whose name appear on the register of
members of the Company (the “Register of Members”) on 19th
September 2018.

For the purpose of ascertaining the Shareholders’ entitlement to the
interim dividend, the Register of Members will be closed from 17th
September 2018 to 19th September 2018, both days inclusive,
during which no transfer of shares of the Company will be registered.
In order to qualify for the interim dividend for the six months ended
30th June 2018, all transfer documents accompanied by the relevant
share certificate(s) must be lodged with the Company’s branch share
registrar and transfer office in Hong Kong, Tricor Abacus Limited at
Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong for
registration not later than 4:30 p.m. on 14th September 2018.

REVIEW OF BUSINESS OPERATIONS

During the first half of 2018, the export growth of the PRC slowed
down and the recovery of shipping market was held back as the
global economy encountered more interference and difficulties. Under
such unfavorable market conditions, the Group actively coped with
the change of modern ships and professional ship operation and to
turn challenges into opportunities with the construction of shipping
services industrial cluster as its basis. In respect of internal
management, the Group firmly promoted restructuring and
consolidation in order to allocate resources more efficiently. At the
beginning of this year, COSCO SHIPPING (Hong Kong), the parent
company of the Company has entered into the Management Services
Master Agreement with the Company to address the issues of
organisational and functional overlapping. As a result, the Company’s
efficiency of operating and decision-making has been improved
substantially. In respect of business expansion, the Company has
further optimised its business structure by facilitating the upgrade of
its traditional businesses and the development in emerging industries
in line with national strategies, industrial development and market

COSCO SHIPPING INTERNATIONAL (HONG KONG) CO., LTD. 2018 INTERIM REPORT
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demand. The Company has, in May 2018, entered into the Capital
Increase and Subscription Agreement (the “Capital Increase and
Subscription Agreement”) in respect of capital increase and
subscription of 33% equity interest in FEAMEE DM ERIB AR A
a] (Nasurfar Biomaterial Technology (Changshu) Co., Ltd.*) (“Nasurfar
Changshu”). Nasurfar Changshu is principally engaged in the
research and development, production and sales of biochemical
products and has been developing a number of product lines
principally based on cashew nut shell oil. Such subscription enables
the Company to extend its industry chain, and will generate sound
synergies with the Company’s existing businesses. In respect of
existing businesses, the Company actively coped with the tough
market conditions. It endeavored to attract customers with more
comprehensive technical solutions and better value-added services,
increase income and reduce expenditure by actively compressing
costs and recovering receivables. The Company also fully exploited
the integrity and synergies brought by the shipping services industrial
cluster by implementing the marketing strategies and planning from
an overall perspective and promoting the synergies while managing
different sectors.

1. Core Business — Shipping Services

The Group’s shipping services mainly include ship trading
agency services, marine insurance brokerage services, supply
of marine equipment and spare parts, production and sale of
coatings, and trading and supply of marine fuel and related
products.

During the period, revenue from the Group’s shipping services
was HK$4,479,223,000 (2017: HK$3,588,873,000),
representing an increase of 25% as compared to the same
period of 2017. The increase was mainly attributable to the
significant increase in revenues from the segment of marine fuel
and other products and coatings. Profit before income tax from
shipping services was HK$127,978,000 (2017:
HK$169,737,000), representing a decrease of 25% as
compared to the same period of 2017. The decrease was
mainly attributable to the significant decrease in profit before
income tax from the segment of coatings for the period as
compared to the same period of 2017 resulted from the
dramatic decrease in share of profit of Jotun COSCO causing
loss making.

1.1 Ship Trading Agency Services
COSCO SHIPPING (Hong Kong) Ship Trading Company
Limited and FEBEEMMEZULR)ER AR
(COSCOSHIP Beijing Company Limited*), the wholly-
owned subsidiaries of the Company (collectively “COSCO
SHIPPING Ship Trading”), are principally engaged in the
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provision of agency services relating to ship building, ship
trading and chartering for the fleet of Rl £ /GELEES
fRAF] (China COSCO Shipping Corporation Limited*)
(“COSCO SHIPPING”) and its subsidiaries (collectively
“COSCO SHIPPING Group”). COSCO SHIPPING Ship
Trading also provides similar services for shipowners and
shipping enterprises outside COSCO SHIPPING Group.
COSCO SHIPPING Ship Trading mainly derives its
revenue from agency services. In the case of new build
vessels, commissions are paid by shipbuilders according
to the work progress specified in the relevant contracts.
For the trading of second-hand vessels, commissions are
paid to COSCO SHIPPING Ship Trading according to the
contracts after the vendors have delivered the vessels to
the buyers.

During the period, revenue from the ship trading agency
segment decreased by 16% to HK$61,794,000 (2017:
HK$73,624,000) as compared to the same period of
2017. Segment profit before income tax was
HK$58,005,000 (2017: HK$52,265,000), representing an
increase of 11% as compared to the same period of
2017. The increase in the segment profit before income
tax was mainly attributable to the increase in exchange
gains during the period.

The number of delivered new build vessels ordered
through COSCO SHIPPING Ship Trading was 18 (2017:
22), aggregating 3,060,000 dead weight tonnages (2017:
2,030,000 dead weight tonnages). During the period, the
number of new build vessel ordered through COSCO
SHIPPING Ship Trading was 8 (2017: Nil), aggregating
1,927,000 dead weight tonnages (2017: Nil). For second-
hand vessels, the sale and purchase of a total of 14 (2017:
52) second-hand vessels through COSCO SHIPPING Ship
Trading were recorded, aggregating 560,000 dead weight
tonnages (2017: 2,800,000 dead weight tonnages).

COSCO SHIPPING Ship Trading has proactively explored
external customers for the second-hand vessels agency
business while pushing forward its internal business, and
built up brand recognition while achieved economic
benefits. For the new business sectors with high barriers
for entry and high added-value, COSCO SHIPPING Ship
Trading has made significant progress and laid a solid
foundation for its sustainable healthy development.

* for identification purposes only
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1.3

Marine Insurance Brokerage Services

COSCO SHIPPING (Hong Kong) Insurance Brokers
Limited, a wholly-owned subsidiary of the Company, and
FIIFIR R 42 AR A &) (Shenzhen COSCO Insurance
Brokers Limited*), a non-wholly owned subsidiary of the
Company (collectively “COSCO SHIPPING Insurance
Brokers”), are primarily engaged in provision of
professional insurance intermediary services including risk
assessment, designing insurance programmes, placing
insurance coverage, loss prevention and claims handling
for the insured (including their various vessels) worldwide
for service commissions.

During the period, revenue from insurance brokerage
segment was HK$36,158,000 (2017: HK$46,582,000),
representing a decrease of 22% as compared to the same
period of 2017. Segment profit before income tax was
HK$23,960,000 (2017: HK$33,414,000), representing a
decrease of 28% as compared to the same period of
2017, which mainly attributed to the decrease in revenue
from insurance brokerage segment.

By closely following market changes, COSCO SHIPPING
Insurance Brokers satisfied the needs of customers and
addressed their problems through providing its high-
quality service. COSCO SHIPPING Insurance Brokers
arranged hull and machinery insurance and war insurance,
and successfully completed new terminal insurance and
annual renewal insurance for the customers. Besides, it
also obtained the insurance renewal services of various
enterprises outside COSCO SHIPPING Group, and
thus ensured the business stability outside COSCO
SHIPPING Group.

Supply of Marine Equipment and Spare Parts

COSCO Yuantong Operation Headquarters, which is
composed of Yuantong Marine Service Co. Limited, a
wholly-owned subsidiary of the Company, and other
subsidiaries of the Company (including #Fr# stk &1t
(Shin Chung Lin Corporation®), Xing Yuan (Singapore) Pte.
Ltd., Hanyuan Technical Service Center GmbH, =855
Z5(F8)AMR AT (Yuantong Marine Trade (Shanghai)
Co., Ltd."), FE{tFR)E LEFREAR DA (COSCO
(Beijing) Marine Electronic Equipment Limited®), Yuan Hua
Technical & Supply Corporation and CSHT Marine
Machinery Suppliers Limited). It is principally engaged in
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1.4

the sale and installation of marine equipment and spare
parts for existing and new build vessels, as well as
equipment of radio communications systems, satellite
communications and navigation systems for ships,
offshore facilities, coastal stations and land users; marine
materials supply and voyage repairs. Its existing business
network covers cities such as Hong Kong, Shanghai and
Beijing etc. and countries such as Japan, Singapore,
Germany and the United States, etc..

During the period, revenue from marine equipment and
spare parts segment was HK$555,936,000 (2017:
HK$651,961,000), representing a decrease of 15% as
compared to the same period of 2017. Segment profit
before income tax was HK$37,562,000 (2017:
HK$42,555,000), representing a decrease of 12% as
compared to the same period of 2017, which was mainly
attributable to the younger fleet structures of customers
and the lower demand for marine equipment and spare
parts.

COSCO Yuantong Operation Headquarters actively took
measures responsive to the trend of fleet modernisation
and decreasing vessel age. For the purpose of minimising
costs and improving effectiveness for the shipping
companies, it strove to obtain the most favourable terms
from its suppliers. Meanwhile, it endeavored to establish
win-win relationships with shipping companies by actively
enriching its service items and contents, to exploring its
own market share and further improving customer
satisfaction while effectively lower the cost for shipping
companies.

Production and Sale of Coatings

The coating business of the Company primarily includes
the production and sale of container coatings, industrial
heavy-duty anti-corrosion coatings and marine coatings.
COSCO Kansai Paint & Chemicals (Tianjin) Co., Ltd.
(“COSCO Kansai (Tianjin)"), COSCO Kansai Paint &
Chemicals (Zhuhai) Co., Ltd. (*COSCO Kansai (Zhuhai)”),
FREFZER(ES)BRAR (COSCO Kansai Paint
(Shanghai) Co., Ltd.*) (“COSCO Kansai Paint (Shanghai)”)
and COSCO Kansai (Shanghai) are non-wholly owned
subsidiaries of the Company (collectively “COSCO Kansai

* for identification purposes only
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Companies”). COSCO Kansai (Tianjin), COSCO Kansai
(Zhuhai) and COSCO Kansai Paint (Shanghai), which have
their own plants, are principally engaged in the production
and sale of coatings, while COSCO Kansai (Shanghai) is
primarily engaged in the sale of coatings. Jotun COSCO,
a 50/50 joint venture formed by the Company and Jotun
A/S, Norway, an international coating supplier, is
principally engaged in the production and sale of marine
coatings.

During the period, revenue from coatings segment was
HK$515,916,000 (2017: HK$386,903,000), representing
an increase of 33% as compared to the same period of
2017. The increase was mainly due to a marked increase
of 71% in average selling price of container coatings as
compared to the same period of 2017. Segment profit
before income tax was HK$832,000 (2017:
HK$34,558,000), representing a decrease of 98% as
compared to the same period of 2017. Such decrease
was mainly due to dramatic decrease in share of profit of
Jotun COSCO turning to share of loss of HK$8,476,000
from share of profit of HK$34,181,000 in the same period
of 2017.

For container coatings, COSCO Kansai Companies
continued to strengthen the research and development
and application of water-based container coatings
technologies, as well as proactively coped with the cost
pressure on one hand; and improved marketing service
level, strived for every order and consolidate the
cooperation with each strategic consumer on the other
hand. During the period, the sales volume of container
coatings was 9,983 tonnes, representing a decrease of
24% as compared with 13,200 tonnes in the same period
of 2017. The decrease was mainly due to the placing of
large amount of orders for oil-based container coatings
before the implementation of the policy in respect of
replacing oil-based coatings by water-based coatings in
April 2017 which did not happen during the period.

For heavy-duty anti-corrosion coatings, COSCO Kansai
Companies seized the opportunity of market boom, the
business volume of port facilities and bridge coatings grew
rapidly, thus the overall business volume enjoyed a steady
increase. During the period, the sales volume of industrial
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heavy-duty anti-corrosion coatings together with
workshop primer amounted to 9,117 tonnes (2017: 8,387
tonnes), representing an increase of 9% as compared to
the same period of 2017.

For marine coatings, sales volume of Jotun COSCO’s
coatings for new build vessels amounted to 22,711,000
litres (2017: 22,173,000 litres) during the period,
representing an increase of 2% as compared to the same
period of 2017. Sales volume of coatings for repair and
maintenance was 10,450,000 litres (2017: 10,668,000
litres), representing a decrease of 2% as compared to the
same period of 2017. The sales volume of Jotun
COSCO’s marine coatings amounted to 33,161,000 litres
(equivalent to approximately 44,768 tonnes) (2017:
32,841,000 litres (equivalent to approximately 44,335
tonnes)), representing an increase of 1% as compared to
the same period of 2017. During the period, the Group’s
share of loss from Jotun COSCO was HK$8,476,000 (2017
share of profit: HK$34,181,000). It was mainly attributable
to the significant increase in raw material price. With the
selling price being fixed under the sales contracts signed
before 2018, there was a decline in gross profit compared
with the same period last year, resulting in a loss during
the period.

As at 30th June 2018, Jotun COSCO had coating
contracts on hand for new build vessels amounting to
37,220,000 dead weight tonnages pending delivery. The
coatings were scheduled to be delivered in the coming
two years, which guaranteed steady development of
Jotun COSCOQO’s business.

Under the sharp increase in raw material price and severe
price competition, Jotun COSCO strengthened and
enhanced its influence and reputation in the industry
through interaction and communication at the technical
level such as product testing and joint publication of
articles. Jotun COSCO has built a stable business
connection by visiting the major customers of the ship
building and repairing sector. It set up and promoted
coating application solutions with an aim to improve
coating efficiency and reduce costs; and stabilised the
business relationship with major shipbuilders, so as to lay
a solid foundation for the future market recovery.
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1.5 Trading and Supply of Marine Fuel and Related

Products

Sinfeng Marine Services Pte. Ltd., a wholly-owned
subsidiary of the Company (“Sinfeng”), is primarily
engaged in the supply of marine fuel and related products,
and its principle activities is the oils (including crude oll,
solid fuel and other petroleum-related products), trading
and supply services of marine fuel. Its business network
preliminary covers oil ports such as Singapore and
Malaysia, etc..

During the period, total sales volume of marine fuel
products was 1,047,818 tonnes, representing an increase
of 4% as compared with 1,004,982 tonnes in the same
period of 2017. Revenue from the marine fuel and other
products segment was HK$3,309,419,000, representing
an increase of 36% as compared with HK$2,429,803,000
in the same period of 2017, which was mainly attributable
to the increase in sales volume and prices of marine fuel
as compared to the same period of 2017.

Sticking to the concept of steady operation, Sinfeng
continuously focused on the business with low risk and
retained quality customers through management
measures such as steadily exploring markets,
strengthening collection of accounts receivable and
minimising management cost in order to continuously
increase profit.

Double Rich, in which the Group owns 18% equity
interest, is principally engaged in the trading of fuel and oil
products and marine fuel supply services in Hong Kong
and also in sourcing products such as light diesels and
fuel oil. lts major customers are ship-owners and ship
operators. During the period, the Group’s share of profit
from Double Rich was HK$5,072,000 (2017:
HK$5,205,000), down by 3% as compared to the same
period of 2017.

During the period, profit before income tax from marine
fuel and other products segment was HK$7,619,000 (2017:
HK$6,945,000), representing an increase of 10% as
compared with the same period of 2017.
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2. General Trading

hRGEHERESHERAT (COSCO SHIPPING International
Trading Company Limited*), a wholly-owned subsidiary of the
Company (“COSCO SHIPPING International Trading”), is
principally engaged in the trading, warehousing, processing and
supply of asphalt and other comprehensive trading.

During the period, COSCO SHIPPING International Trading’s
sales volume of asphalt was 77,197 tonnes, representing an
increase of 53% as compared with 50,458 tonnes in the same
period of 2017. Revenue from general trading segment was
HK$308,422,000 (2017: HK$220,385,000), representing an
increase of 40% as compared to the same period of 2017.
Segment profit before income tax was HK$19,343,000 (2017:
loss before tax of HK$1,107,000), representing an increase of
HK$20,450,000 as compared to the same period of 2017. It
was mainly attributable to the growth of asphalt business and
reversal of provision for impairment of other receivables of
approximately HK$17,815,000 during the period.

During the period, despite the intensifying competition faced by
the asphalt business, COSCO SHIPPING International Trading
took various measures, such as making proper projects supply
management and setting reasonable procurement schedule, to
reduce warehousing cost. Meanwhile, COSCO SHIPPING
International Trading kept a steady profit margin of asphalt
business through following up the trend of procurement prices,
proactively improving the resources allocation and purchasing
via different channels.

EVENT AFTER THE BALANCE SHEET DATE

On 28th May 2018, the Company entered into the Capital Increase
and Subscription Agreement with Nasurfar Changshu and its existing
shareholders to subscribe 33% equity interest in Nasurfar Changshu
by way of capital injection of RMB89,830,000. Nasurfar Changshu is
principally engaged in the research and development, production and
sales of biochemical products. The transaction was completed on
6th August 2018.

PROSPECTS

Looking forward to the second half of 2018, although authoritative
organisations remain optimistic about economic growth, the
International Monetary Fund (IMF) considers that with increasing
international trade tensions, the extensive global economic expansion
that began about two years ago has entered the top plate phase and

*  for identification purposes only
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the balance has been reduced, and the global growth rate for this
year and next year is about 3.9%. However, it should be pointed out
that due to trade friction and other factors, the synchronisation of
global economic growth has presented a downward trend and the
uncertainties has increased. Emerging markets are facing a risk of
capital outflows and the market volatility will continue. The shipping
market is overshadowed by the intensifying trade friction between
China and the United States, the continuous slowdown of the gross
domestic product (GDP) growth rate of the PRC in the second
quarter as well as the rising oil price and the capacity imbalance
which have plagued the shipping industry. Despite less direct impact
from the macro market, the shipping services industry also
encounters the cost pressure from the shipping industry. Meanwhile,
it also needs to actively respond to the challenges arising from fleet
modernisation and professionalisation in ship operation.

COSCO SHIPPING International will further accelerate the
development, transformation and upgrades of shipping services
industrial cluster and non-financial business investment platform with
the support of COSCO SHIPPING Group. In relation to the
establishment of shipping services industrial cluster, the Company will
further strive for the consolidation and restructuring of shipping
service assets within COSCO SHIPPING Group and seek acquisition
opportunities for shipping services business outside COSCO
SHIPPING Group in order to extend and improve the industrial chain
of shipping services, gradually build up the core competitiveness of
shipping services industrial cluster and become a world class and the
leading shipping services company in China. For the non-financial
business investment platform, the Company will strive to promote the
development of new projects through focusing on opportunities
brought by the “One Belt and One Road” and “Guangdong-Hong
Kong-Macao Bay Area” strategies and combining with the investment
demands of COSCO SHIPPING Group’s strategic and key
development areas, hence bringing actual benefits to the investors.

For ship trading agency services, COSCO SHIPPING Ship Trading
will further optimise its management structure and enhance the
quality and efficiency of service standards. While completing the
delivery of internal new build vessel orders, the Company will promote
and implement the external cooperation projects, striving for the
completion of new business as soon as possible.

For marine insurance brokerage services, COSCO SHIPPING
Insurance Brokers will strive to explore the potential of non-marine
insurance business while maintaining its existing business.
Meanwhile, the Company will endeavor to develop new customers on
the basis of maintaining the existing business of non-COSCO
SHIPPING Group customers.
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For supply of marine equipment and spare parts, against the
backdrop of the weakness of spare parts market in the second half
of 2018, COSCO Yuantong Operation Headquarters will continue to
create benefits based on services, enhance its one-stop services
capability of procurement and logistics, and further closely co-operate
with suppliers to achieve and improve its bargaining power with
suppliers.

For container coatings, COSCO Kansai Companies will further
optimise product performance through proactively shifting the
development of water-based coatings from adaptability to superiority,
and reduce the prescription cost and expand the selection of
suppliers as well as supply pipeline by deeply cooperating with
partners who are equipped with higher technical strength and cost
competitiveness in raw material. Meanwhile, they will also consolidate
the marketing effort on container manufacturing enterprises and
container owners to gradually improve market share. For industrial
heavy-duty anti-corrosion coatings, they will further promote the
research and development of industrial anti-corrosion coating
products and gradually accelerate the water-based development of
industrial anti-corrosion coating products.

For marine coatings, Jotun COSCO will incorporate various
uncertainties into its decision-making by taking into account of the
analysis on various possible scenarios in the future, tease out its
marketing service resources and conduct data analysis on customer
base to develop and maintain the market according to customers
and product positioning, strive to increase the market share of the
coatings for repair and maintenance by securing high-quality orders
for new build vessels, and pursue a sound credit control policy as
well as implement strict control on cost budget and other measures,
SO as to achieve better operating results in a tough market.

For trading and supply of marine fuel and related products, in
response to the operating pressure and risks faced by shipping
enterprises, Sinfeng will continue to adopt the steady operation
strategy and devote to control risk, solicit business from new
customers cautiously while retaining its existing quality customers to
secure the steady growth of profits and business scale.

For general trading, COSCO SHIPPING International Trading will keep
track on the successfully tendered projects and refine the existing
business to generate the expected revenue. Meanwhile, it will make
efforts to accelerate its transformation and upgrading.
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BREpRE

TO THE BOARD OF DIRECTORS OF
COSCO SHIPPING INTERNATIONAL (HONG KONG) CO., LTD.
(incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages
22 to 67, which comprises the condensed consolidated statement of
financial position of COSCO SHIPPING International (Hong Kong)
Co., Ltd. (the “Company”) and its subsidiaries (together, the “Group”)
as at 30 June 2018 and the condensed consolidated income
statement, the condensed consolidated statement of comprehensive
income, the condensed consolidated statement of changes in equity
and the condensed consolidated statement of cash flows for the six-
month period then ended, and a summary of significant accounting
policies and other explanatory notes. The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountants. The directors of
the Company are responsible for the preparation and presentation of
this interim financial information in accordance with Hong Kong
Accounting Standard 34 “Interim Financial Reporting”. Our
responsibility is to express a conclusion on this interim financial
information based on our review and to report our conclusion solely
to you, as a body, in accordance with our agreed terms of
engagement and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
ALK BTt AT T - BB 7R~ 4% : 1852 2289 8888 » L : +852 2810 9888 » www.pwchk.com
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SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410, “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants. A
review of interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information of the Group is not
prepared, in all material respects, in accordance with Hong Kong
Accounting Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 24th August 2018
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FINANCIAL INFORMATION
MBEEH
CONDENSED CONSOLIDATED INCOME STATEMENT
GRS €
For the six months ended 30th June 2018 & Z —Z— \FXA=1+HIL/~EA
Unaudited
RS

Six months ended 30th June
BEZAA=1+HLAM@EA

2018 2017
—E-N\F —ET—+tF
Note HK$’000 HK$’000
Bt FERT FAT
WA Revenue 6 4,787,645 3,809,258
55 & A AR Cost of sales (4,482,009) (3,507,225)
ER Gross profit 305,636 302,033
HEaUzs M F1E —F% Otherincome and gains — net 7 75,934 65,721
B 5 U KO B B Reversal of provision/(provision) for
B E (B ) (b impairment of trade receivables, net of
(Bets) #Mm) (provision)/reversal 2,331 (1,705)
H b, & Us 7% 1B 5 4 B B Reversal of provision for impairment of
other receivables 17,815 —
HE TR —MER  Seling, administrative and general
expenses (256,809) (232,956)
&R Operating profit 8 144,907 133,093
B 75 W Finance income 9 76,150 59,389
5 7% K A Finance costs 9 (1,238) (3,311)
M= — F 8 Finance income — net 9 74,912 56,078
JE(E& &M (), Share of (osses)/profits of joint ventures
ikl (7,492) 35,126
JE A6 B8 & R &) g A Share of profits of associates 5,142 6,123
Ffi 48 % A 3% 7 Profit before income tax 217,469 230,420
5T & F Income tax expenses 10 (29,026) (22,876)
H 3% A Profit for the period 188,443 207,544
EAGEF Profit attributable to:
RRrE=EFEA Equity holders of the Company 184,034 205,562
JE 5 I M HE 2 Non-controlling interests 4,409 1,982
188,443 207,544
HAA AT EZEEA A Earnings per share attributable to
EiEERER equity holders of the Company during
the period
— ERKREE - B — basic and diluted, HK cents 11 12.01 13.41

Fo8BEEGTEMM T I A KL ET A The notes on pages 28 to 67 form an integral part of this unaudited
ERHPBERNEXE D - condensed consolidated interim financial information.
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FINANCIAL INFORMATION
HEEH

HHREEZEKER

For the six months ended 30th June 2018 & Z —Z— \FXA=1+HIL/~EA

Unaudited
RELEG

Six months ended 30th June
BEAA=1THILEAEA

2018 2017
—E-N\F —E—+tF
HK$’000 HK$’000
FERT FHET
H A 3% F Profit for the period 188,443 207,544
Htr2m (8 W Other comprehensive (losses)/income
ARERHEAZEH P EZEER Items that may be reclassified
FIEHE : subsequently to profit or loss:
BEEHmEZER Currency translation differences (18,978) 44,962
EhHAEELENERKRE Share of currency translation differences of
=8 joint ventures (8,360) 7,651
R E AN EEHRE Share of currency translation differences of
28 associates 2 -
JE{E —XEEE ATIIHSRE  Share of cash flow hedges of an associate,
$n o MIRBIIAE net of tax - (855)
AHEYKEELATE Fair value gains on available-for-sale
MG H5 financial assets, net - 15,703
BIrEEHFIEEZEER Items that will not be reclassified to profit
WIEE : or loss:
EAVTEBEBEMEEKE Fair value losses on financial assets at fair
RERMBEEATEER value through other comprehensive
FEE income, net (17,873) —
HMAHME2E(EE) W Other comprehensive (losses)/income for
the period (45,213) 67,461
A48 2| WS Total comprehensive income for the
period 143,230 275,005
AR : Total comprehensive income attributable
to:
RARIERFTFEBA Equity holders of the Company 141,513 263,546
FE 12 ) 14 2 Non-controlling interests 1,717 11,459
143,230 275,005

FEo8HE 67T AWM AKRKLE A
AP BERNBERITD -

The notes on pages 28 to 67 form an integral part of this unaudited
condensed consolidated interim financial information.
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FINANCIAL INFORMATION
HEEH

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
EHHFEMBERRE
As at 30th June 2018 R =ZF— \FxA=1H

Unaudited Audited
KR EET KR Et
30th June 31st December
2018 2017
—E2-N\F —TtF
AH=tH +ZH=1+—H
Note HK$’000 HK$'000
B 5% FET FAT
BE ASSETS
FRBEE Non-current assets
BmEE . Intangible assets 13 104,031 104,287
ME - e Nk Property, plant and equipment 13 318,451 331,038
BN EEER Prepaid premium for land leases 13 30,932 31,549
BREYE . Investment properties 13 97,630 97,468
RE2EENRE Investments in joint ventures 282,193 298,190
REEE DR MEE Investments in associates 128,092 122,644
BRAFEBBEMEME Financial assets at fair value through
Wt R 5 & E other comprehensive income 14 82,450 —
AHBEMBEE Available-for-sale financial assets 14 — 60,613
BEEREE Deferred income tax assets 50,870 54,156
FRB T K Non-current deposits 15 — 1,563
1,094,649 1,101,508
REEE Current assets
FE Inventories 378,853 450,923
2 5 Ik H b e K Trade and other receivables 16 1,705,956 1,528,869
AHNERBEE Available-for-sale financial assets 14 — 38,848
BRAFEBEBBERTR Financial assets at fair value through
MG EE 5 profit or loss 14 — 862
A 45 [B] & HA Fr 45 3¢ Current income tax recoverable 3,139 4,283
SR HI SR 1T 17 3K Restricted bank deposits 1,779 1,794
RAFEZIARES R Current deposits and cash and cash
WEEEY equivalents 6,382,499 6,483,613
8,472,226 8,509,192
wEE Total assets 9,566,875 9,610,700
Ea EQUITY
AATERISE AEM Capital and reserves attributable to
BAR FHE the Company’s equity holders
N Share capital 17 153,296 153,296
ERr Reserves 7,718,391 7,760,833
7,871,687 7,914,129
FEEHI R Non-controlling interests 301,188 299,471
BmER Total equity 8,172,875 8,213,600
a1E UABILITIES
ERBEE Non-current liability
RIEFTSHERE Deferred income tax liabilities 65,669 64,829
REEE Current liabilites
ZBHEMT - 548 ER Trade payables, contract liabilities
E PR AT R and other payables 18 1,221,076 1,311,362
EHMESHAE Current income tax liabilities 24,228 20,909
RHEE Short-term borrowings 19 83,027 =
1,328,331 1,332,271
wEE Total liabilities 1,394,000 1,397,100
BEXREE Total equity and liabilities 9,566,875 9,610,700

Fo8E E67TEMM T IAKRKLESTEE  The notes on pages 28 to 67 form an integral part of this unaudited
RETPHPBERNERIES - condensed consolidated interim financial information.

FIERBEBKR(EB)EMRAE 2018 FhifiHE




25

FINANCIAL INFORMATION
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
IGEEEE o XS
For the six months ended 30th June 2018 HZ=—F— \F XA =+HIL~EA
Unaudited
REGEST
Non-
Attributable to equity holders controlling Total
of the Company interests equity
I 12 H
AAREZEFEEAEM e R
Share Other  Retained
capital reserves profits Total
BAx HitfEE RKRBER st
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FERT FERT FERT FERT FERT FER
R-Z—N&F Balance at 1st January 2018
— B —B&& 153,296 1,153,887 6,606,946 7,914,129 299,471 8,213,600
BETREES Change in accounting policy
(PfF7E3) (Note 3) —  (309,524) 309,524 = = =
R=ZF-—N\F Restated balance at
—HA—BH 1st January 2018
REY &R 153,296 844,363 6,916,470 7,914,129 299,471 8,213,600
HA A8 A Profit for the period - — 184,034 184,034 4,409 188,443
Hi2HEER Other comprehensive losses
EHmEER Currency translation differences - (16,286) - (16,286) (2,692) (18,978)
FE(G& E %K Share of currency translation
E¥mEER differences of joint ventures - (8,360) - (8,360) - (8,360)
FE{LB% & N FIE)  Share of currency translation
EkmExER  differences of associates - @) - @ = @
B AFEFEBE Fair value losses on financial assets
2 T Y 25 58 at fair value through other
RMBEER comprehensive income, net
TEERTE - (17,873 - (17,873) - (17,873)
HZE_Z— N\F Total comprehensive (losses)/
NA=ZT+HIE income for the period ended
HANEEE 30th June 2018
(&18) W - (42,521) 184,034 141,513 1,717 143,230
HEABAMWRS Transactions with owners
i 5 ) 6 % Transfer between reserves - 9 9) - - -
% B Dividend - - (183,955) (183,955) - (183,955)
ERE 5 A5  Total transactions with owners
FERE - 9 (183,964) (183,955) - (183,955)
R=ZT—N\F Balance at 30th June 2018
~NA=+AH
F=3= 153,296 801,851 6,916,540 7,871,687 301,188 8,172,875
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FINANCIAL INFORMATION
HEEH

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)
HHREEREE ® (A)

For the six months ended 30th June 2018 & Z —Z— \FXA=1+HIL/~EA

Unaudited
RECE T
Non-
Attributable to equity holders controlling Total
of the Company interests equity
FE1E I 14
RAREHFFE ARG &= g
Share Other Retained
capital reserves profits Total
fRA  EHEtFEE RBEHEH s
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAT FAT FAT FAT
R-_ZT—+t5F Balance at 1st January 2017
—A—B#&#% 153,296 1,015,675 6,533,190 7,702,161 343,580 8,045,741
B A Profit for the period — — 205,562 205,562 1,982 207,544
HitZ2MEUz -~  Other comprehensive income/
(E#H) (losses)
EkinE =R Currency translation differences = 35,485 = 35,485 9,477 44,962
BiE—KRESE Share of currency translation
TENEE differences of a joint venture
mhEER — 7,651 — 7,651 — 7,651
FEAG — KB & Share of cash flow hedges of
ANRIHE S an associate, net of tax
mEE
MR BE — (855) — (855) — (855)
Al S B Fair value gains on available-for-
BEERTE sale financial assets, net
45 % 58 = 15,703 = 15,703 — 15,703
HZ_ZT—+t4 Total comprehensive income for
SNAZ=1+HI1EH  the period ended 30th June
AR EH 2017
Iy 25 = 57,984 205,562 263,546 11,459 275,005
BEEASAMNKXS Transactions with owners
ik 5 ) 3 8% Transfer between reserves = 54,888 (54,888) = = =
) Dividend — —  (160,960) (160,960)  (63,695) (224,655)
H¥EHB A5  Total transactions with owners
B — 54,888  (215,848) (160,960)  (63,695) (224,655)
RZT—t4F Balance at 30th June 2017
NAZtTBHER 163,296 1,128,547 6,522,904 7,804,747 291,344 8,096,091

F28EE67TAMME I A RKEEEHA
RAETHYBEENNARED -

The notes on pages 28 to 67 form an integral part of this unaudited
condensed consolidated interim financial information.
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FINANCIAL INFORMATION
MBEEH
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
HHGERERER
For the six months ended 30th June 2018 & Z —Z— \FXA=1+HIL/~EA
Unaudited
REGHES

Six months ended 30th June
BEZAA=Z1THILEAREAR

2018 2017
—E-)\F —E—tF
HK$’000 HK$’000
FER FAT
RERETHNEERE Cash flows from operating activities
LEMANER S Cash used in operations (48,851) (170,475)
BETFEH Income tax paid (20,422) (15,490)
KEREBFANTES Net cash used in operating activities (69,273) (185,965)
RERETBNRERE Cash flows from investing activities
FEEER=EAN Decrease in cash deposits with maturity over
REeFIoHAD three months 189,810 119,497
X PR il $R 17 7 I hn Increase in restricted bank deposits - (1,131)
B U F B Interest received 45,809 38,083
H—REECEBNFER Advance of loan to a joint venture — (23,433)
B Emi&RE WE AR S Dividends received from listed investments 3,016 2,888
B—XEe20EWEAKS Dividend received from a joint venture 17 102,173
HEWEE S N ERE Net proceeds from sale of property, plant and
P15 5% % =8 equipment 6 15,266
BABLEE Purchases of intangible assets (629) —
BAME  BBELRE Purchases of property, plant and equipment (8,751) (1,296)
BAKEYHE Purchases of investment properties (523) —
WEE—WEATMAHEIRS  Netcash used in acquisition of a subsidiary - (30,277)
WEEBMEENFRE Net cash generated from investing activities 233,755 221,770
RERMETBHNEESRE Cash flows from financing activities
REBEITER Drawdown of a bank loan 36,687 —
—XERKB AR/ EZ  Loan from a fellow subsidiary 48,916 —
AT B 7 B AR Finance costs paid (1,205) 3,311)
MARNAIERER A Dividends paid to the Company’s equity
A3 A% B holders (183,955) (160,960)
) JE 28 )M A 2 S A AR B Dividends paid to non-controlling interests - (38,516)
REEBMAN TR S Net cash used in financing activities (99,557) (202,787)
BHERBREZEYWE M OR4) Netincrease/(decrease) in cash and cash
FEE equivalents 64,925 (166,982)
HyBEeRREEED Cash and cash equivalents at the beginning of
the period 983,649 1,281,883
HeRBEEEEYER Exchange gains on cash and cash equivalents
15 1,157 14,043
HABREREESEEY Cash and cash equivalents at the end of the
period 1,049,731 1,128,944
ReMBSFEEWHN Analysis of cash and cash equivalents
BEZTARR® R EE &Y  Total deposits and cash and cash equivalents 6,384,278 6,490,107
W |3E il R 17 T_ F 3K Less: restricted bank deposits 1,779 1,728
F|HAR B/ X B AR E cash deposits with maturity more than
FTiRE =18 A/ three months from date of placement
BeFR 5,332,768 5,359,435
HARHEELNREEEY Cash and cash equivalents at the end of the
period 1,049,731 1,128,944

FoOBAEEGTEMMWFH I ARLERE

RAETHYBEMMARED o
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HEEH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
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GENERAL INFORMATION

COSCO SHIPPING International (Hong Kong) Co., Ltd. (the
“Company”) and its subsidiaries (collectively, the “Group”) are
principally engaged in the provision of shipping services and
general trading.

The Company is a limited liability company incorporated in
Bermuda and its shares are listed on The Stock Exchange of
Hong Kong Limited. The address of its principal place of
business is 47th Floor, COSCO Tower, 183 Queen’s Road
Central, Hong Kong.

The ultimate holding company of the Company is China
COSCO Shipping Corporation Limited (“COSCO SHIPPING”), a
state-owned enterprise established in the People’s Republic of
China (the “PRC”).

This unaudited condensed consolidated interim financial
information for the six months ended 30th June 2018 (the
“Unaudited Condensed Consolidated Interim Financial
Information”) is presented in Hong Kong dollars, unless
otherwise stated.

This Unaudited Condensed Consolidated Interim Financial
Information was approved by the board of directors for issue on
24th August 2018.

BASIS OF PREPARATION AND
ACCOUNTING POLICIES

This Unaudited Condensed Consolidated Interim Financial
Information has been prepared in accordance with Hong Kong
Accounting Standard 34 “Interim Financial Reporting” issued by
the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) and the disclosure requirements of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited.
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BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

This Unaudited Condensed Consolidated Interim Financial
Information should be read in conjunction with the annual
financial statements for the year ended 31st December 2017,
which were prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the HKICPA.

The accounting policies and methods used in the preparation of
the Unaudited Condensed Consolidated Interim Financial
Information are consistent with those set out in the annual
financial statements for the year ended 31st December 2017
except that the Group has adopted the following new
accounting standards issued by the HKICPA, which are relevant
to its operations and are effective for accounting periods
beginning on or after 1st January 2018.

Effective for
accounting periods
beginning on or after

BTRIBHRz®

FEMNETHEAEN
HKFRS 15 Revenue from contracts with customers 1st January 2018
BBV BREERFE155 KEEFEHRMEA —ZE-NF—H—H
HKFRS 9 Financial instruments 1st January 2018
BRI B EEREIR THRTHE —E2-N\F—H—H

Rz EEA RS RRNTE
ERMEIWE - MM EMIEF] L3
ERITESYAKRENEITRRE
EEMEAES TEHEATH
MBEERELEEAVBTE -

The impact of the adoption of these standards and the new
accounting policies are disclosed in note 3. The adoption of
other amendments and new interpretation did not result in any
substantial changes to the Group’s accounting policies and had
no material financial impact on the consolidated interim financial
information.

COSCO SHIPPING INTERNATIONAL (HONG KONG) CO., LTD. 2018 INTERIM REPORT



30

FINANCIAL INFORMATION

HEEH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

AREFTEAGRS U B E R M

WBEER 2 BUER @)

AT #a] R RN B ER@ERT B
KEmEBGMASRM LEAK
SEEBHHE ER_FT—\F—
H— BRGNS IERRER
MAREHAREBIRFPRN -

2 BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

The following new standard and amendments to existing
standards have been published by the HKICPA and are relevant
to the Group’s operations. They are not yet effective for
accounting periods beginning on 1st January 2018 and have
not been early adopted by the Group.

Effective for
accounting periods
beginning on or after

and HKAS 28

&8 B 5 S R F 1057 K
BB G ERIFE 28R ER]

BT AR 2%

M ETHBEN
HKFRS 16 Leases 1st January 2019
BRI B EERIE 165 HE —E-hF—HA—H
Amendments to HKAS 28 Long term interests in associates 1st January 2019

and joint ventures

HB G ERIF 285 M ER] REBERRARAELENRPRE —E-hAF—HA—H
Amendments to HKFRS 10 Sale or contribution of assets between To be determined

an investor and its associate or

joint venture
REERHBERRIREEEERN FE

BELHEIEA

REBE S 56 AT R Ll 37 aT £
AIREFTHMRBEE E - B8 A HK
EAELZFERRETELHE

REZXBERPBRRNEREATE

The Group has already commenced an assessment of the
related impact of adopting the above new standard and
amendments, but it is not yet in a position to state whether they
will have a significant impact on its result of operations and
financial position.
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3

CHANGES IN ACCOUNTING POLICIES

This note explains the impacts of the adoption of HKFRS 15
Revenue from contracts with customers and HKFRS 9 Financial
instruments on the Group’s financial statements and also
discloses the new accounting policies that have been applied
from 1st January 2018, where they are different to those applied
in prior periods.

(@)

Impacts on the financial statements

HKFRS 15

Revenue from Contracts with Customers

The Group has adopted HKFRS 15 Revenue from
contracts with customers from 1st January 2018 which
resulted in changes in accounting policies. The new
standard is based on the principle that revenue is
recognised when control of a good or service transfers to
a customer. Management assessed that the impact of
adoption of HKFRS 15 is immaterial and no adjustment
was made to the interim financial information at the date
of initial application (1st January 2018) except for the
reclassification of advances from customers with the
amount of HK$486,615,000 to contract liabilities.

HKFRS 9

Financial Instruments

HKFRS 9 replaces the provisions of HKAS 39 that related
to the recognition, classification and measurement of
financial assets and financial liabilities, derecognition of
financial instruments, impairment of financial assets and
hedge accounting.

The adoption of HKFRS 9 Financial instruments from 1st
January 2018 resulted in changes in accounting policies
and adjustments to the amounts recognised in the
financial statements. The new accounting policies are set
out in note 3(b) below. In accordance with the transitional
provisions in HKFRS 9, comparative figures have not been
restated.
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(@)

Consolidated statement of financial position (extract)

Impact on the financial statements (Continued)

HKFRS 9

Financial Instruments (Continued)

The reclassifications and adjustments are therefore not
reflected in the consolidated statement of financial position
as at 31st December 2017, but are recognised in the
opening consolidated statement of financial position on
1st January 2018.

The following tables show the adjustments recognised for
each individual line item. Line items that were not affected
by the changes have not been included. The adjustments
are explained in more detail below.

31st December
2017 1st January
As originally 2018
presented HKFRS 9 HKFRS 15 Restated
—T—tF LR EBUBE —EB-N\F

+-A=+—H B HEER —B—H
FEMBEMRRE (FER) [R5 el 155 KET
HK$’000 HK$'000 HK$’000 HK$'000
FHET FHEL FET FET
kRBEE Non-current assets
AHHENBEE Available-for-sale financial
assets 60,613 (60,613) — -
BAFESEBEMEE Financial assets at fair value
W R BEE through other comprehensive
income (“FVOCI”) — 100,323 — 100,323
RBEE Current assets
AL ENKEE Available-for-sale financial
assets 38,848 (38,848) — —
BATEFERBEZCE  Financial assets at fair value
M EE through profit or loss (‘FVPL”) 862 (862) = =
nBEE Current liabilities
25 R E MR Trade and other payables 1,311,362 — (486,615) 824,747
EXEE Contract liabilities - — 486,615 486,615
B Equity
& Reserves 1,153,887 (309,524) = 844,363
=8 A Retained earnings 6,606,946 309,524 — 6,916,470
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3

CHANGES IN ACCOUNTING POLICIES

(Continued)

(@ Impact on the financial statements (continued)

HKFRS 9

Financial Instruments (Continued)

The total impact on the Group’s retained earnings as at
1st January 2018 is as follows:

HK$’'000
FHET
R-ZFE—NE—H# Retained earnings at 1st January 2018
—BHNREBFR — — HKAS 39
EEETEL
395 6,606,946
R-ZE—N\F—H Adjustment to retained earnings upon adoption of HKFRS 9
—HRANEETB on 1st January 2018
HwELEREIR R
R B % ) 38 B 309,524
R=-ZB-—NF—-A Restated retained earnings at 1st January 2018
—BHREJIRE — HKFRS 9
wmA - FEBUK
]S ERFEIR 6,916,470
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(@)

Impact on the financial statements (Continued)

HKFRS 9

Financial Instruments (Continued)
Classification and measurement
On 1st January 2018 (the date of initial application of
HKFRS 9), the Group’s management has assessed which
business models apply to the financial assets held by the
Group and has classified its financial instruments into the
appropriate HKFRS 9 categories. The main effects
resulting from this reclassification are as follows:

Available-
Financial for-sale Financial
assets at financial assets at
FVPL assets FVOCI
BATE
BATE EBHM
ERER 2 HEK &R
AR AHBE SREB
Notes HK$’'000 HK$’'000 HK$’'000
BT 3T FAETT FAETT FETT
R=—Z—NE—A Balance at 1st January
— Bt — BB 2018 — HKAS 39
S ERIE 395 862 99,461 =
BIEESWESRIZLA  Reclassify non-trading
FEFEBAEmCER equities from financial
M EEEN DL assets at FVPL to
ERATEEBE financial assets at
b2 TH W 25 50 BR B FVOCI
BEE () (862) — 862
BIFEERERAIMH  Reclassify non-trading
HENBEEERN equities from available-
DEERAFES for-sale financial assets
BEMEEWER to financial assets at
oA E FVOCI (i — (99,461) 99,461
R=ZB-—N\§—A8 Restated balance at
—BHREI L& 1st January 2018
—EBUBHREE — HKFRS 9
AIZE o5 - - 100,323
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(@)

Impact on the financial statements (Continued)

EARAMKREERFEIR HKFRS 9
[€® T A Financial Instruments (Continued)
DENRETE @) Classification and measurement (Continued)
hWEEHHAEERTNZE The impact of these changes on the Group’s equity is as
N follows:
Effect on
investment Effect on
revaluation retained
reserve earnings
HRESEM HREBEEMNZ
REZ2TE 2
Notes HK$’000 HK$’000
Bt FAT FAT
R=-Z—\FE—H—HHK Balance at 1st January 2018
e —EBEHER — HKAS 39
2395k 74,289 6,606,946
B AR E EBEE Reclassify investments from
EENHBEE2%RAFE  avalable-for-sale financial
FEREMEEmUELE  assets to financial assets at
MEEE FVOCI (ii) (309,524) 309,524
18 = B Total impact (809,524) 309,524
R=-—Z—\F—H—HHK Restated balance at
BEY &R —FBUHE  1stJanuary 2018
HwEZERFEIH — HKFRS 9 (235,235) 6,916,470

BEIEBEARLAFEE
BESTRWKEEZ
BRERE

RZE—N\F—H—HB K
SEHERATOBERIE
AT EFEBERCEMEE
EZRERENEBELS -
LMEARBRBEIERE - &
- R=F—-—NF—A—
B ¥ 1{E A862,0007% JT
ZEBERRATEERBES
REVBEEETHEAIR
NHEFEBEMEE W
RIS EE

() Equity investment previously classified as
financial assets at FVPL

On 1st January 2018, the Group assessed the
business model for managing equity investment
previously classified as financial assets at FVPL as
long-term strategic investments. As a result, assets
with a fair value of HK$862,000 were reclassified
from financial assets at FVPL to financial assets at
FVOCI on 1st January 2018.
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(@)

Impact on the financial statements (Continued)

HKFRS 9

Financial Instruments (Continued)

Classification and measurement (Continued)

(i) Equity investments previously classified as
available-for-sale financial assets
The Group elected to present
comprehensive income changes in the fair value of
all its equity investments previously classified as
available-for-sale financial assets, because these

in other

investments are held as long-term strategic
investments. As a result, assets with a fair value of
HK$99,461,000 were reclassified from available-for-
sale financial assets to financial assets at FVOCI and
cumulative impairment losses of HK$309,524,000
were reclassified from retained earnings to the
investment revaluation reserve on 1st January 2018.

Impairment of financial assets

The Group was required to revise its impairment
methodology to a new expected credit loss model under
HKFRS 9 mainly for the trade receivables for sales of
goods and services.

The Group applies the HKFRS 9 simplified approach to
measuring expected credit losses which uses a lifetime
expected loss allowance for all the Group’s trade
receivables.

To measure the expected credit losses, trade receivables
have been grouped based on shared credit risk
characteristics and the days past due. Management
concluded that the impact of the change in impairment
methodology on the Group’s retained earnings is
immaterial.
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(b) Accounting policies applied from 1st

January 2018

HKFRS 9

Financial Instruments

Classification

From 1st January 2018, the Group classifies its financial
assets in the following measurement categories:

° those to be measured subsequently at fair value (either
through other comprehensive income or through
profit or loss), and

° those to be measured at amortised cost.

The classification depends on the entity’s business model
for managing the financial assets and the contractual
terms of the cash flows.

For assets measured at fair value, gains and losses will
either be recorded in profit or loss or other comprehensive
income. For investments in equity instruments that are not
held for trading, this will depend on whether the Group
has made an irrevocable election at the time of initial
recognition to account for the equity investment at FVOCI.

Measurement

At initial recognition, the Group measures a financial asset
at its fair value plus, in the case of a financial asset not at
FVPL, transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of
financial assets carried at FVPL are expensed in profit or
loss.
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(b) Accounting policies applied from 1st

January 2018 (Continued)

HKFRS 9

Financial Instruments (Continued)

Equity instruments

The Group subsequently measures all equity investments
at fair value. Where the Group’s management has elected
to present fair value gains and losses on equity
investments in other comprehensive income, there is no
subsequent reclassification of fair value gains and losses
to profit or loss following the derecognition of the
investment. Dividends from such investments continue to
be recognised in profit or loss as other income when the
Group’s right to receive payments is established.

Changes in the fair value of financial assets at FVPL are
recognised in other gains/(losses) in the income statement
as applicable. Impairment losses (and reversal of
impairment losses) on equity investments measured at
FVOCI are not reported separately from other changes in
fair value.

Impairment

From 1st January 2018, the Group assesses on a forward
looking basis the expected credit losses associated with
its debt instruments carried at amortised cost and FVOCI.
The impairment methodology applied depends on whether
there has been a significant increase in credit risk.

For trade receivables, the Group applies the simplified
approach permitted by HKFRS 9, which requires expected
lifetime losses to be recognised from initial recognition of
the receivables.
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3 CHANGES IN ACCOUNTING POLICIES

(Continued)

(b) Accounting policies applied from 1st
January 2018 (continued)

HKFRS 15
Revenue from Contracts with Customers

(i)

(ii)

Sale of coatings, marine equipment and spare
parts, marine fuel, asphalt and other products

Income from sale of coatings, marine equipment and
spare parts, marine fuel, asphalt and other products
is recognised on the transfer of control of the
products, which generally coincides with the time
the goods are delivered to customers according to
the sales agreements and titles have passed.

Revenue is only recognised to the extent that it is
highly probable that a significant reversal will not
occur. No element of financing is deemed present as
the sales are made with a credit term of 30 to 90
days, which is consistent with market practice.

A receivable is recognised when the goods are
delivered as this is the point in time that the
consideration is unconditional because only the
passage of time is required before the payment is
due.

Commission income from ship trading agency
and insurance brokerage

The Group provides ship trading agency services
and insurance brokerage services. Revenue from
providing services is recognised in the accounting
period in which the services are rendered.
Customers of some contracts concurrently receives
and consumes the benefits of the services.

Estimates of revenues, costs or extent of progress
towards completion are revised if circumstances
change. Any resulting increases or decreases in
estimated revenues or costs are reflected in profit or
loss in the period in which the circumstances that
give rise to the revision become known by
management.
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4 FINANCIAL RISK MANAGEMENT

(a)

Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including foreign currency risk, interest
rate risk and price risk), credit risk and liquidity risk.

The Unaudited Condensed Consolidated Interim Financial
Information does not include all financial risk management
information and disclosures required in the annual financial
statements, and should be read in conjunction with the
Group’s annual financial statements for the year ended
31st December 2017.

There have been no material changes in the risk
management personnel or in any risk management
policies since the year end.

Liquidity risk
Compared to the year end, there was no material change

in the contractual undiscounted cash outflows for financial
liabilities.

Fair value estimation

The table below analyses financial assets and investment
properties that are carried at fair value, by valuation
method. The different levels have been defined as follows:

° Quoted prices (unadjusted) in active markets for
identical assets or liabilities (Level 1).

° Inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is,
derived from prices) (Level 2).

° Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs)
(Level 3).

2018 FHRHIH &
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B 7% B b B T ) 4 FINANCIAL RISK MANAGEMENT (continued)

) DAFEMHFT @ (c) Fair value estimation (Continued)
TREWAEFRR_-_ZTE—N\F The following table presents the Group’s financial assets
NA=ZTHUAFEGF=ENE and investment properties that are measured at fair value
BEERKREME - at 30th June 2018.

Level 1 Level 2 Level 3 Total

FE—RB BZRB B=RF At
HK$000 HK$000 HK$000 HK$'000
FERT TR FET FET

BE Assets
RAF{EFEBEM Financial assets at FVOCI
2 | Y = 5 BR
WBEEE
— RAEH — equity securities 80,691 - 1,759 82,450
&% Investment properties
—AmE-—FF — commercial — Hong Kong - - 27,500 27,500
—EE— 8N — commercial — Overseas - - 29,226 29,226
—{X%E — — residential — PRC — — 40,904 40,904
BEE Total assets 80,691 — 99,389 180,080
TREVWEAKEEBR_Z—+F The following table presents the Group’s financial assets
+-A=+—"BUA¥E:= and investment properties that are measured at fair value
M BEENREEME- at 31st December 2017.
Level 1 Level 2 Level 3 Total
F—HA BZHZH B=HF et
HK$000 HK$000 HK$000 HK$000
TFET FH&T FHET FET
BE Assets
At B E B E E  Available-for-sale financial assets
— RAEES — equity securities 97,702 - 1,759 99,461
EATVEFEBIB2 Financial assets at FVPL
REMBEEE
— BRARFE S — equity securities 862 - - 862
B ) Investment properties
—BE-—FE — commercial — Hong Kong — — 27,500 27,500
— B — 85 — commercial — Overseas — — 29,749 29,749
—fFE—& — residential — PRC — — 40,219 40,219
BREE Total assets 98,564 — 99,227 197,791
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4 FINANCIAL RISK MANAGEMENT (continued)

(©)

Fair value estimation (Continued)

There were no transfers among Levels 1, 2 and 3 during
the period.

The fair value of financial instruments traded in active
markets is based on quoted market prices at the reporting
date. A market is regarded as active if quoted prices are
readily and regularly available from an exchange, dealer,
broker, industry group, pricing service, or regulatory
agency, and those prices represent actual and regularly
occurring market transactions on an arm’s length basis.
The quoted market price used for financial assets held by
the Group is the current bid price. These instruments are
included in level 1. Instruments included in Level 1
comprise primarily equity investments classified as
financial assets at FVOCI as at 30th June 2018.

Valuation techniques used to derive Level 2
fair values

Level 2 comprises other observable inputs which are not
included within Level 1 of the fair value hierarchy or
market-corroborated inputs based on or supported by
observable market data.

There were no Level 2 financial assets as at 30th June
2018.

Fair value measurements using significant
unobservable inputs (Level 3)

If one or more of the significant inputs is not based on
observable market data, the instrument is included in
Level 3. Management has taken reference to the net asset
value of the investment to determine its fair value as at the
reporting date.

Fair values of investment properties are generally derived
using the direct comparison method. This valuation
method is based on comparing the property to be valued
directly with other comparable properties, which have
recently transacted. However, given the heterogeneous
nature of real estate properties, appropriate adjustments
are usually required to allow for any qualitative differences
that may affect the price likely to be achieved by the
property under consideration.

FIERBEBR(EB)BMRAE 2018 FhifiHE



43

FINANCIAL INFORMATION
HEEH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
ARETEARSPHMBERME

4 BIHERAREREm@m

()

HERRF

NEE MG E R A KE
WITEMUBEERVBEE
HEBEE=HANAFE) -
B¥FRIHEERTERE
MT%%&M&o%ﬁ%W#
HERITE_RFIRE=R
BAFEEZE WERQAFE
x@ﬁ.i\qﬁ%?’%I@ °©

$%EE@$E?%E&’
ME-EFRR/RLAEERZ

—NFARAAZFH(ZE— ‘t
FE—+FRNAZTHIN
KEMEREBERANR_-_ZT—+
F+ZA=+—RB(ZE—«t
F:ZE-RF+TZA=+—
B)HAFERSE RZT—+t
F+ZA=F+—HEZZ—X
F+ZA=T—"H0NBEEME
HEASEETEBENE LS

EREEMEBZERITERAR
'fé{ﬁ ;/Z j?‘fﬁzgwujmjﬁ
BEEER-

BEENATENN B
%F&ﬁﬁ%%%‘$

NMIBHEERMBRENR
FEAHEERMERS

. HRDEXR
. HHREMLEKH

o XRHBRITER

° //|L@ﬁ RARIR e RIRE
ZEY

e HIRENH &RHEGER
HAth - 5K

s HHIEE

4 FINANCIAL RISK MANAGEMENT (continued)

()

Valuation process

The Group’s finance department manages the valuations
of financial assets and financial liabilities required for
financial reporting purposes, including Level 3 fair values
and presents the results of valuations to the management
for review and approval on half-yearly basis. Changes in
Levels 2 and 3 fair values are analysed when appropriate
and reported with reasons for the fair value movements to
the management.

The Group measures its investment properties at fair
value. The directors are of the view that valuations of the
Group’s investment properties as at 30th June 2018 (2017:
30th June 2017) approximate their fair value as at 31st
December 2017 (2017: 31st December 2016). Valuations
of these properties as at 31st December 2017 and 31st
December 2016 were performed by Cushman & Wakefield
Limited, an independent qualified valuer not related to the
Group, who holds a recognised relevant professional
qualification.

Fair values of financial assets and financial
liabilities measured at amortised cost

The fair values of the following financial assets and
financial liabilities approximate their carrying amounts:

° Non-current deposits

o Trade and other receivables

° Restricted bank deposits

° Current deposits and cash and cash equivalents

o Trade payables, contract liabilities and other
payables

° Short-term borrowings

COSCO SHIPPING INTERNATIONAL (HONG KONG) CO., LTD. 2018 INTERIM REPORT
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AREFTEAGRS U B E R M

A 88 & ot {4 5T I I i 5 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS
EEEBEREPHMBRRE ALY The preparation of interim financial information requires
ZEdHENERUAREERS management to make judgements, estimates and assumptions
B WakEBRAMERN® %ﬁ T’E it that affect the application of accounting policies and the
HE A RBR - BERERATA reported amounts of assets and liabilities, income and expense.
Bz E TR e Actual results may differ from these estimates.
BRI RKREAEIPASSPHITBKE In preparing the Unaudited Condensed Consolidated Interim
B SEEHERAEBEETHK Financial Information, the significant judgements made by
BN TBHEEGEAMNETERRELED management in applying the Group’s accounting policies and
EEHE BHEEZ_ZT—+F+ = the key sources of estimation uncertainty were consistent with
A=+ HULEFEMNFETBHEREK those that applied to the annual financial statements for the year
FrrERH — 3 - ended 31st December 2017.
WARDEHESR 6 REVENUE AND SEGMENT INFORMATION
AR EEREBIRA) AT Turnover, representing revenue, recognised during the period is
as follows:
Six months ended 30th June
BEAA=+tHLXEA
2018 2017
—E-NE —ZT—+F
HK$’000 HK$'000
FET FAT
i il & Sale of coatings 515,916 386,903
AR B E Sale of marine equipment and spare parts 555,936 651,961
ﬁ’u MESREAE K Commission income from ship trading
agency 61,794 73,624
RiEERAS K= Commission income from insurance
brokerage 36,158 46,582
AR R E M E G ESE  Sale of marine fuel and other products 3,309,419 2,429,803
EENMNEMEREE Sale of asphalt and other products 308,422 220,385
4,787,645 3,809,258
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WARDEHER @ 6 REVENUE AND SEGMENT INFORMATION
(Continued)

BERE RS BN S A ITES - The chief operating decision-maker has been identified as the
HITESEHNAEBNRNITRE - executive directors. The executive directors review the Group’s
At #8o B &= 9 &f E’j =0 1/E H R E internal reports in order to make decisions about resources to
UETHERR - EEBRERA be allocated to the segment and assess its performance.
EERER YEXZSE ﬁlﬁ £ HE % Management considers the business from a product
BT 3R] w56 perspective and has identified the following reportable segments

on the basis of these reports:

Reportable segments Business activities

A & & 2 &R EBED

Coatings production and sale of coatings, and holding of investment in a joint
venture, Jotun COSCO Marine Coatings (HK) Limited (“Jotun
COSCO”)

28 HEERHEEZE URBEAR -—REL0EREEIMMER

(FB)ER QA ([HEER]D) E’J&ﬁ

Marine equipment and spare parts ~ trading of marine equipment and spare parts, and holding of
investments in joint ventures

e 8 5% M K% s 1 MMREIETES URBARALELENKRE

Ship trading agency provision of agency services relating to shipbuilding, ship trading and
bareboat charter business, and holding of investments in a joint
venture and an associate

R E 5K IE RHEEEMMEE MMEERAEMEBRORERSE UK
AR RALEEXER—RBERQT E’J&ﬁ

Insurance brokerage provision of insurance brokerage services
R B A S e 1R b BR A AR 75
Marine fuel and other products trading of marine fuel and other related products, and holding of
investment in an associate, Double Rich Limited (“Double Rioh")
il AR AR e B At 2E MMM REMEEERE S  UERBFER —KEEAREN
BRAB(ER AR E’J&,\
General trading trading of asphalt and other products, and holding of investments in
associates
—REH BEERAMERE S URBEERBEARNKE
ﬁ oM EEBEAEERN EHIR Other segments mainly comprise the Group’s listed financial
NEESBEMEPEKRSILESB assets at FVOCI (2017: available-for-sale financial assets and
BE(ZCZE—+F A HEUKE financial assets at FVPL).
ERBATEEABRGTRMBEE
EE) °
EIEEREBEYMEHRAIENNETE Management assesses the performance of the operating
ERERRFHEEI>THORE - segments based on a measure of profit before income tax.
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6 WARDHER @

6 REVENUE AND SEGMENT INFORMATION

(Continued)
Inter-
General segment
Shipg{ng services trading  Others elimination Total
BERB -hE5 HittoH 2BEHE @t
Marine Marine
equipment Ship fuel and
and spare  trading Insurance other
Coatings parts agency brokerage products Total
. RMRH
MMRE MHES R
2 RfE#H RE RREREMS Em @5t
HK$000  HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HKS$000 HK$'000 HK$000
TER TER THER TEr TEx TER TExR TE=R BT TER
Six months ended and as at 30th June 2018
BE-E-NEXAZTHLEABARRER
BEEA Profit and loss items:
SEBEA Segment revenue 515,916 562,885 61,939 36,201 3,364,682 4,541,623 315,593 - (69,571) 4,787,645
AEEERA Inter-segment revenue - (6,949) (145) (43) (55,263) (62,4000  (7,171) - 571 -
MEEFIRA Revenue from extemal customers 515916 555936 61,794 36,158 3,309,419 4,479,223 308,422 - — 4,787,645
W 25 7 2 4O B Timing of revenue recognition:
RE—BZ At a point in time 515,916 555,936 - — 3,309,419 4,381,271 308,422 - — 4,689,693
—BERRA Over time - — 61,79 36,158 - 97,952 - - - 97,952
515,916 555,936 61,794 36,158 3,309,419 4,479,223 308,422 - — 4,787,645
HEEEGH Segment operating profit 9,248 37,566 56,076 23,248 3,493 129631 21,241 3,016 — 153,888
B % 25 Finance income 511 351 1,120 770 405 3157 407 = (429) 3135
BB Finance costs (451) (545) 47) (58)  (1,351) (2452 (2,313 = 429 (4,336)
T 3 Share of (losses)/profits of joint
(F#) /%7 ventures (8,476) 190 794 = - (7499 = = - (749
JE(REEZ N Alg Al Share of profits of associates - - 62 - 5,072 5,134 8 - - 5,142
DEBETERLATEF]  Segment profit before income tax 832 37,562 58,005 23,960 7,619 127,978 19,343 3,016 — 150,337
FERmER Income tax expenses @911) (5629 (7145  (4463)  (433) (22581)  (5,107) = — (27,689
DEETERE Segment (loss)/profit after income tax
(B8),/ %= (4,079) 31,933 50,860 19,497 7,186 105,397 14,236 3,016 — 122,649
BEREMEER: Assetsand liabilities items:
anaEE Total segment assets 1,365,227 1,093,794 189,333 396,212 329,613 3,374,179 680,992 80,691 (247,358) 3,888,504
BAHWEEME:  Total segment assets include:
—hEfE — Joint ventures 266,490 12,238 3,465 - — 282,193 — - — 282,193
—BENT — Associates - - 2,234 — 118,735 120,969 7123 - — 128,092
BAMEE Total segment liabilities 334,786 485,825 69,247 260,601 149,196 1,299,655 434,817 - (247,358) 1,487,114
HEg : Other items:
& R # i (J1B  Depreciation and amortisation, net of
AR H) amount capitalised 8,483 1,757 170 153 - 10,563 1,226 - - 11,789
BEREFRRE Net provision for impairment of
8 inventories 6,304 - - - - 6,304 - - - 6,304
FEEE S EW  Netreversal of provision for
AR E impairment of trade receivables (2,331) - - - - (2,331) - - - (2,331)
B [0 K A e 3R Reversal of provision for impairment
BIER & of other receivables - - - - - - (17,815 - - (17,815
FERBHEEMNRE  Additions to non-current assets (other
BAVERB than financial assets at FVOCI and
A2 AN deferred income tax assets)
CEAEAER
BERGREE
BRobh) 3,340 281 - 55 - 3676 67 - - 3743
Year ended and as at 31st December 2017
BE-Z—t&+-A=T-RLEFERR%A
BEREMER: Assets and liabilities items:
BAPEE Total segment assets 1,488,249 1,016,624 374,499 202,392 302,707 3,384,471 735554 98,563 (197,506) 4,021,082
@nMmEEMIE . Total segment assets include:
—RErE — Joint ventures 283,298 12,174 2,718 — — 298,190 - — — 298,190
— & NE — Associates — — 2,193 — 113274 115,467 7177 - — 122,644
N E Total segment liabilities 438,630 436,421 86,772 84,102 130,104 1,176,029 501,189 = (197,506) 1,479,712
HiEf : Other items:
FERBEEMFE  Additions to non-current assets (other
(T E BT than available-for-sale financial
BERETHME  assetsand deferred income tax
REERIN) assets) 4,785 223 311 355 — 5674 10,332 - — 16,006
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6 WARDHER @

EEAGSTHYBRERMNE

6 REVENUE AND SEGMENT INFORMATION

(Continued)
Inter-
General segment
Shipping services trading  Others  elimination Total
& RS %85 HtHH HHELHH @t
Marine Marine
equipment Ship fuel and
andspare  trading  Insurance other
Coatings parts  agency brokerage products Total
f A RR R
AR E MHAES REAM
e R RE RBER Em @i
HK$'000  HK$'000 HK$000 HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
THT Kﬁiﬁ) THr FEx TEx TEx TAr TEx TET TAR
ote |
G
Six months ended and as at 30th June 2017
BE-ZT—+tFAA=THLABARRZAE
BHER Profit and loss items:
SEBA Segment revenue 386,903 655,741 73,782 46,782 2,471,464 3,634,672 225,846 — (51,260) 3,809,258
2 EEBA Inter-segment revenue - (3,780) (158) (200)  (41,661) (45,799)  (5,461) - 51,260 -
SR E WA Revenue from external customers 386,903 651,961 73,624 46,582 2,429,803 3,588,873 220,385 - — 3,809,258
DER L (B518),/  Segment operating (loss)/profit
pick (2,548) 43,155 49,130 32,904 2,334 124,975 500 1,877 — 127,352
B Finance income 2,962 314 242 598 288 6588 1,648 - (1,685) 6,551
BR RS BR A Finance costs (37) (1,165) (30) (88) 882 (2,202  (4,128) - 1,685 (4,645)
EIEAE %R Share of profits of joint ventures 34,181 251 694 — — 35,126 — — — 35,126
5B 2 AEER  Share of profits of associates - - 45 - 5205 5250 873 - - 6128
PR BRI D & Segment profit/(loss) before income
A/ (518) tax 34,558 42555 52265 33414 6,945 169,737  (1,107) 1,877 — 170,507
rER (BA),/ Income tax (expenses)/credit
gl (1404 (7275 (8217)  (5880) (295)  (23,071) 533 = — (22539
EHED Segment profit/(loss) after
W/ (E1R) income tax 33,154 35,280 44,048 27,534 6,650 146,666 (674) 1,877 — 147,969
BEREMEER:  Assets and liabilities items:
BAHMEE Total segment assets 1,494,677 1,039,674 492414 286,661 310,441 3,623,867 720,979 111,322 (191,1993) 4,264,975
BAWMEEME:  Total segment assets include:
—REGE — Joint ventures 342,828 12,990 2,890 — — 358,708 — — — 358,708
—BERT — Associates - - 2,080 — 114373 116,453 7,261 — — 123,714
BrHaE Total segment liabilities 411,393 485471 204,330 145,049 139,981 1,386,224 498,480 — (191,193) 1,693,511
HiER : Other items:
WERME(GNK  Depreciation and amortisation, net
BERLLHE) of amount capitalised 9,325 1795 182 120 - 11372 540 = - 11912
FEMEERRE  Netreversal of provision for
impairment of inventories (481) = = = = (481) = = = (481)
2 SR RE Net provision/(reversal of provision)
R/ (OF for impairment of trade
BE) receivables 3,083 (1,378) - - - 1,705 - - - 1,705
JEREEEMMRE  Additions to non-current assets (other
A E B 7 than available-for-sale financial
BERELHNE assets and deferred income tax
HEERM) assets) 440 116 39 = = 595 334 = = 929
0] MM EREREES M WS (i) In regard to Marine equipment and spare parts segment, the equity

HEMMEEERARKREER T
—+tF—A—HEK AEENERE
B 38 KRR & B M 3% 0 T 310,000 7%
ﬁ:c

interest in CSHT Marine Machinery Suppliers Limited was acquired on 1st
January 2017 and accordingly, intangible assets and plant and equipment
of the Group was increased by HK$310,000.
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AREFTEAGRS U B E R M

6 REVENUE AND SEGMENT INFORMATION

(Continued)
B &R A D AT SRR R Ay A reconciliation of the total of the reportable segments’ profit
48 = B N 52 (B BT 1 R 14 5 B RO $BR before income tax to the Group’s profit after income tax is as
* follows:

Six months ended 30th June
BEZA~A=1+HLAM@EA

2018 2017
—E-NF ZT—tF
HK$°000 HK$’'000
FER FAT
A #Rhs S FBFTIS R AR A Profit before income tax for reportable
segments 147,321 168,630
Hu D EREr S B AT A Profit before income tax for other segments 3,016 1,877
FRED SRS RIAI A  Profit before income tax for all segments 150,337 170,507
BB AREE D Y Elimination of segment income from
Y 4 corporate headquarters (23) (174)
7 8P BN 7] 48 30 59 BF 75 AKX Elimination of segment finance costs to
N corporate headquarters 3,105 1,345
NIz b Corporate finance income 73,015 52,838
NSRS N Corporate finance costs 7 (11)
NEI(ER) Wi g5 Corporate (expenses)/income, net (8,958) 5915
N & B BT 15 5 Al Profit before income tax for the Group 217,469 230,420
FBENEMENRER Income tax expenses for all segments (27,688) (22,538)
NAEFTSE T E A Corporate income tax expenses (1,338) (338)
RE B 15 F 12 % 7 Profit after income tax for the Group 188,443 207,544
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WAR D EHER @ 6 REVENUE AND SEGMENT INFORMATION
(Continued)
TH AURES ML EERNE A reconciliation of the total of the reportable segments’ assets
BEERHERRX: to the Group’s total assets is as follows:
30th June 31st December 30th June
2018 2017 2017
—E-N\£F —E—tF ZZET—+tF
~A=+H +=ZA=+—8B RNHA=TH
HK$°000 HK$’'000 HK$’'000
FET FAT FAT
Al R D EL4EEE  Total assets for reportable
segments 4,055,171 4,120,025 4,344,846
Hih o EfraiE Total assets for other segments 80,691 98,563 111,322
S EPRE e K ¥ 84 Elimination of inter-segment
receivables (247,358) (197,506) (191,193)
3,888,504 4,021,082 4,264,975

N

NEl&E(XEA  Corporate assets (mainly deposits
EFUERRES K and cash and cash equivalents)

NEZEEY) 5,850,166 5,745,085 5,590,216
UNEIFCEY 30 Elimination of corporate
7 28 7 8 5 headquarters’ receivables from
segments (171,795) (155,467) (198,418)
KEBEEE Total assets for the Group 9,566,875 9,610,700 9,656,773
THAAREDPHAE BEEANE A reconciliation of the total of the reportable segments’ liabilities
BERaEMEIRE: to the Group’s total liabilities is as follows:
30th June 31st December 30th June
2018 2017 2017
—E-N\#F —F—tF —F—LF
AA=+HA +ZA=+—H XKHAH=TH
HK$°000 HK$’000 HK$’'000
FET FAT FAT
AIERE DA B E  Total liabilties for reportable
segments 1,734,472 1,677,218 1,884,704
> BB FE A FX 84 Elimination of inter-segment
payables (247,358) (197,506) (191,193)
1,487,114 1,479,712 1,693,511
NGIN=E Corporate liabilities 78,681 72,855 65,589
7 BB fE 1?]‘ N Elimination of segment payables
B to corporate headquarters (171,795) (155,467) (198,418)
REBEERE Total liabilities for the Group 1,394,000 1,397,100 1,660,682
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7 HttmRAGE— FHE

AREFTEAGRS U B E R M

7 OTHER INCOME AND GAINS — NET

Six months ended 30th June
BEZAA=1+HLELAM@EA

2018 2017
—E-N\F —ET—+F
HK$’000 HK$’000
FET FAT
e W Rental income 1,508 585
ELAHS W EEZLE Direct operating expenses for generating
& A rental income (23) (18)
EHRERE W= Dividend income from listed investments 3,016 2,888
HEWME  HERKRE Net (losses)/gains on disposal of property,
(E518) 715 5% plant and equipment (44) 15,045
PTES BT A AF(EE  Fair value losses on derivative financial
instruments - (1,026)
BEAFEEABERTE Fair value gains on financial assets at FVPL
MBREEZ A FENEG - 15
FERME (B B#EBE (Provision)/reversal of provision for
(%@ (EE)) impairment of inventories, net of reversal/
(provision) (6,304) 481
WIHEFE Written-off of inventories (21) —
BT # Bl W 2 Government subsidy income* 16,240 —
& X F 15 %58 Net exchange gains 39,651 46,895
ERB W Management fee income 20,909 -
H Others 1,002 856
75,934 65,721
# HAN - gt EBE LR BTSN —% # Government subsidy income included HK$12,229,000 (2017: Nil)

BIEHEBS MR ORI KRS
1512,229,0008 T (ZE —tF : &) -
ZEYeREABPEREAZAET
(E8)ERAFAEBBRLEERELLZE
SEEBTIMEANERRARER -
BTSEAEMBATAEBKE -

FIERBEBR(EB)BMRAE 2018 FhifiHE

recognised during the period in respect of a special subsidy granted by
the Shanghai Baoshan District Government. Such subsidy was to
compensate for the relevant costs and expenses incurred by COSCO
Kansai Paint & Chemicals (Shanghai) Co., Ltd. in relocating the production
plant and settling the impacted staff. The remaining amount represented
other government subsidy income.
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S 8 OPERATING PROFIT

LESEMBE MR TAIER Operating profit is stated after charging the following:

Six months ended 30th June
BEZA~A=1+HLAEA

2018 2017
—E-NF —T—+F
HK$°000 HK$’'000
FET FHET
WEREHE BEMNGRE Depreciation and amortisation, net of
FEER oL amount capitalised in inventories totalling
2,384,000 70 (= F—  HK$2,384,000 (2017: HK$1,464,000)
+ 4 : 1,464,000/ 7T) 12,188 12,278

Bk — FEE 9 FINANCE INCOME — NET

Six months ended 30th June
BEZXA=1+HLAXEA

2018 2017
—E-N\E —EF—tF
HK$’000 HK$’'000
FET FAET

FEWEIRE Interest income from:

——XERMNERQA — a fellow subsidiary 1,584 5,577

——RKAEEE — ajoint venture 403 17

—RITER — bank deposits 74,163 53,795
B 5 U 2 42 %A Total finance income 76,150 59,389
RHEENNEER Interest expenses on short-term borrowings (570) (1,120)
H th B 75 =2 86 Other finance charges (668) (2,191)
B 15 PR AN 4B 58 Total finance costs (1,238) 3,311)
B FS U 25 — JF 5 Finance income — net 74,912 56,078
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AREFTEAGRS U B E R M

10 FAIEHER

EBNEHEORBRNGEAERY
i K iR B B165% (= B — + £ ¢
16.5%) 5T 1R 1 -

PREMEHERBAREREF
KEEBEENBETERD R M IZ
25% (- —+F :25%) 5% IR
BEMEAEANGEHEALETRNE
FIEBESHRE  —RKMBRARK
KIMBENREI5% (T — £ F -
15% ) B FR ©

HMBIHIHIBEC B AGEERN
BAEAEESEMEBRRA BT
MEHE -BHAR ZEBRENF17%
BA3%(ZE—HEF 1 17% 2 43%) T

o

i

ETCHMERERAEEIRERER
WA & B HE BR AR e B R R B
kﬁ’:o

HANEGRASE RERTNBROAE
ME BT

10 INCOME TAX EXPENSES

Hong Kong profits tax has been provided at the rate of 16.5%
(2017: 16.5%) on the estimated assessable profit for the period.

The PRC income tax has been calculated on the estimated
assessable profit derived from the Group’s operations in the
PRC for the period at 25% (2017: 25%) except for a subsidiary,
which was taxed at a reduced rate of 15% (2017: 15%) based
on different local preferential policies on income tax and
approval by relevant tax authorities.

Other overseas taxation has been calculated on the estimated
assessable profit for the period at the rates of taxation prevailing
in the countries in which the Group operates. These rates range
from 17% to 43% (2017: 17% to 43%) during the period.

Deferred income tax is calculated in full on temporary
differences under the liability method using tax rates
substantively enacted by the reporting date.

The amount of income tax charged for the period to the
condensed consolidated income statement is as follows:

Six months ended 30th June
BEAA=1+THLA@EA

2018 2017
—E-N\F —F—tF
HK$’000 HK$’000
FET FAT

EHMBH Current income tax

— BENEW — Hong Kong profits tax 12,859 18,335

—hEPERERH — the PRC enterprise income tax 10,944 5,393

— H A5 SN IR — other overseas taxation 1,437 986

— A AEBREEE — over-provision in prior period (615) (53)
IEIEFTE R S 8, Deferred income tax charge/(credit), net

(E%)  FHE 4,401 (1,785)
5% & F Income tax expenses 29,026 22,876
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11

12

BRAER

FRER N EERFIRA QA E s
B AR5 #1184,034,0007% 7T (=
T — £ F : 205,562,0007% 7T) K& B A

B3 1TH T A M 8 B 1,5632,955,429
f% (= & — + 4 : 1,532,955,429 /% )

AEMMEFRAP I FEBEEHE L

AR °

11 EARNINGS PER SHARE

The calculation of basic and diluted earnings per share is based
on the profit attributable to equity holders of the Company of
HK$184,034,000 (2017: HK$205,562,000) and the number of
ordinary shares in issue during the period of 1,532,955,429
shares (2017: 1,5632,955,429 shares).

There was no potential dilutive ordinary share in existence
during both periods.

B’ E 12 DIVIDEND
Six months ended 30th June
BEAA=+HLXEA
2018 2017
—E-N\F ZT—tF
HK$’000 HK$'000
FET AT
TR EINR B R Interim dividend, declared, of HK$0.05
Hx0.0S/%ﬂ: (ZZ2—t%F: (2017: HK$0.06) per ordinary share
0.067% 7T) 76,648 91,977
R-_E—NFEFNA-+MHERTH At the board meeting held on 24th August 2018, the directors
Exeezx L ARAEFEERE of the Company declared an interim dividend of HK$0.05 per
22— NFXRA=Z1THILEXEA ordinary share for the six months ended 30th June 2018. This
R R B B AR @ AR 0.0578 It © dividend has not been recognised as a liability in the Unaudited
ZEENMAEARKREASNEHES D Condensed Consolidated Interim Financial Information, but will
G ERNEREAE  EBE be recognised in shareholders’ equity in the year ending 31st
Hzr—Z2—-N\E+-_A=+—81 December 2018.
FREORRER NHER -
N EE—_ZET—+tFE+-_HA=+— A final dividend of HK$183,955,000 relating to the year ended
H 1t F [ /9 K BA % B.183,955,000 78 31st December 2017 (2016: a final dividend and a special
T(=ZT—7XFE: RERE B R RS dividend totalling HK$160,960,000) was paid in June 2018.

B 4 160,960,000 T) B N = Z
—NEFENRNARN -
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13 EXHX 13 CAPITAL EXPENDITURE
Prepaid
Property, premium
Intangible plant and forland Investment
assets equipment leases properties Total
L/ 3
R AL
BREE ®E HEEBERA REWH et
HK$'000  HK$'000 HKS$'000 HK$'000  HK$'000
FABT FET FABT FABT FET
R=ZZE—N\&F Opening net book
—A—HH® value at
HYREFE 1st January 2018 104,287 331,038 31,549 97,468 564,342
NE Additions 629 3,751 — 523 4,903
BEikimE =R Currency translation
differences (267) (2,693) (258) (361) (3,579)
TmEREE Depreciation and
amortisation (618) (13,595) (359) - (14,572)
HE Disposals = (50) - - (50)
R=ZF-N\F Closing net book
ANE=TH® value at
HARREFE 30th June 2018 104,031 318,451 30,932 97,630 551,044
R-E—tF Opening net book
—HA—HBH value at
HYREFE 1st January 2017 101,951 343,912 30,138 56,954 532,955
NE Additions — 1,296 — — 1,296
Wi — KM B /A" Acquisition of a
subsidiary 1,453 294 = = 1,747
Bk E =R Currency translation
differences 889 11,211 918 210 18,228
Pr e K 5 Depreciation and
amortisation (529) (12,881) (832) — (13,742)
= Disposals — (221) — — (221)
RZE—LF Closing net book
ANA=ZTH/® value at
HRREFE 30th June 2017 108,764 343,611 30,724 57,164 535,263

FIERBEBR(EB)BMRAE 2018 FhifiHE




55

FINANCIAL INFORMATION
HEEH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION

15

AREFTEAGRS T U B E R

BAFEEBHEME2EW 14 FINANCIAL ASSETS AT FAIR VALUE
B R EEE THROUGH OTHER COMPREHENSIVE
INCOME
BAFEFEBEMEEK IR Financial assets at FVOCI (2017: Available-for sale financial
BEE(ZCE—tF :AIHHENK assets and financial assets at FVPL) include the following:
BEREBEATEEBEZZENE
BE)BETIEIE:
30th June 31st December
2018 2017
—E-N\#F —E—tF
NA=+H +ZA=+—H
HK$’000 HK$’000
FET FET
JE E T & 55 Unlisted securities 1,759 1,759
REB EHIRATE 2% Market value of listed equity securities in
MR ER Hong Kong* 80,691 08,564
82,450 100,323
* N E BB MEERFE9%5%% B * Upon the adoption of HKFRS 9, listed equity security previously classified
DEABRATFEERERLEYKE as financial assets at FVPL of an amount of HK$862,000 was reclassified
B2 WA E 862,000 T B = to financial assets at FVOCI from 1st January 2018.
Z-NF-A—HBEREFI>HEEZERA
TEFSBEMEARSCRVBEE -
FEREFER 15 NON-CURRENT DEPOSITS
NRZZET—+E+-_A=+—8 As at 31st December 2017, deposit of HK$1,563,000 was
71,563,000 TFHR —KH K% placed with a financial institution in Japan and was interest-
RS N AR T R R A - bearing at prevailing market rates.
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16 B 5 & H o fE WU

16 TRADE AND OTHER RECEIVABLES

30th June 31st December
2018 2017
—E2-N\F —FT—tF
AA=+H +ZA=+—H
HK$’000 HK$’000
TERT AT
B S W (B IRE  Trade receivables, net of provision for
B impairment 875,195 667,031
EUNEE - FER R Bills receivable, prepayments, deposits,
Be - HibhruyosR - other receivables, amounts due from
FEU @ A+ 3 %A related parties and loan to a joint
—REBNNEEX venture, net of provision for impairment
(F0BR BB B 1) 830,761 861,838
1,705,956 1,628,869

BEZARMELBEBRBRNES
WK (BRAEZIEE N EKEE
ANEF R DTN -

The ageing analysis of trade receivables (including amounts due
from related parties which are trading in nature) based on
invoice date and after provision for impairment is as follows:

30th June 31st December
2018 2017
—B-N\F —E—+F
AA=Z+H +tZA=+—H
HK$’000 HK$'000
FET TET
& Hl-90K Current-90 days 555,206 506,386
91-180K 91-180 days 220,824 100,338
B 180K Over 180 days 99,165 60,307
875,195 667,031
TERE - MR EREE - AR For sale of coatings, marine equipment and spare parts, marine

HoEEMEMEMEE T @ K
MO ENREKEMR0OKRENK -
RERBREANZERIN MEHRR
BARREZRRMK -

fuel, asphalt and other products, the majority of sales are on
credit terms from 30 days to 90 days. Other than those with
credit terms, all invoices are payable upon presentation.

FIERBEBR(EB)BMRAE 2018 FhifiHE



57

FINANCIAL INFORMATION
HEEH

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL INFORMATION
ARETEARSPHMBERME

17 R 17 SHARE CAPITAL
30th June 2018 31st December 2017
—E-N\F —E—+tF
~B=+H +=—A=+—8H
Number of Number of
shares  HK$’000 shares  HK$'000

I 4 8 E FERT Befn 2 B TETT

ERITRAHAR Issued and fully paid:
B9 R At the beginning and
B ER end of the period/year 1,532,955,429 153,296 1,532,955,429 153,296

18 ESZENH a0 AENRH 18 TRADE PAYABLES, CONTRACT LIABILITIES

it FE 7 &= AND OTHER PAYABLES
30th June 31st December
2018 2017
—E-NF —EF—tF
~A=+H +=-A=+—H
HK$’000 HK$’000
FET FAET
Z 5 EMN Trade payables 448,184 406,941
ENEE S48E Bills payable, contract liabilities (2017:
(ZE—+tF: 78K advances from customers), accrued
BEX)  ExtEaE - liabilities, other payables, amounts due
H {th fE A~ 3R RS to related parties and dividend payable
B A TR & to non-controlling interests
FEFEH MR A 772,892 904,421
1,221,076 1,311,362
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18 EZENR 6N EBEKRHE 18 TRADE PAYABLES, CONTRACT LIABILITIES

i P& 5 FX cm) AND OTHER PAYABLES (Continued)
REZEAMNESENR(BEAES The ageing analysis of trade payables (including amounts due
4B R R R E A ) BRI AT to related parties which are trading in nature) based on invoice
nT date is as follows:

30th June 31st December

2018 2017
—E-N\F —E—+F
AB=+H +=ZA=+—H
HK$’000 HK$’000
FTER FET
& B-90K Current-90 days 345,099 345,913
91-180K 91-180 days 88,158 46,161
BB 180K Over 180 days 14,927 14,867
448,184 406,941
19 EHiE & 19 SHORT-TERM BORROWINGS
30th June 31st December
2018 2017
—E-N\F T+ F
ANAE=+H +=ZRAR=+—H
HK$’000 HK$’000
FER FAT
—FRIBITIRME A EEIF  Unsecured loan from a bank

- FN 35,583 —

—RXEEZHBAFIRM  Unsecured loan from a fellow subsidiary
KB E R 47,444 _
83,027 —
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20

21

MBRRELN

RZE-NFEFXNA=Z1THE X&H
RESRT —RBEQAN KRR
TREMER M- KRITHELY
BPEIR o

FrERBEMNFHEEENT

20 FINANCIAL GUARANTEE CONTRACTS

As at 30th June 2018, the Group had financial guarantees
issued in favour of a bank as security for general banking
facilities granted to an associate.

Terms and face values of the liabilities guaranteed were as
follows:

30th June 31st December

2018 2017
—E-NEF —EF—tF
AA=+H +ZA=+—H
Year of maturity HK$’000 HK$'000
BB F 5 FET FAT
— KB E R A General banking facilities
—RIRITEIE of an associate —ZT—NF 2019 168,731 168,063

R-ZE-NEXA=1TH #ERL
A BEREONEERR KR
1 R B 5 AR A M

BEREHWNAFELAEAN B
BB AR EER o

As at 30th June 2018, the credit risk and liquidity risk exposure
relating to the above financial guarantee contract are considered
as low.

The fair value of the guarantee contract is not material and has
not been recognised in the financial statements.

EREE 21 CAPITAL COMMITMENTS
@ ZAEBEARMAIZHERAZN (8 The Group had capital commitments for capital
T expenditure as follows:

30th June 31st December

2018 2017

—E-NF —E—t4F

~A=+H +=-A=+—H

HK$’000 HK$’000

FET FAETT

2 5] 4 M R TR # Contracted but not provided 4,206 12,886
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21 EAXREE @ 21 CAPITAL COMMITMENTS (Continued)

b)) AEBREE—FRELLEEH (o) The Group’s share of capital commitments of a joint
TEEREMNME R AW venture in respect of fixed assets investment is as follows:
I

30th June 31st December

2018 2017

—E-N\F —T—+tF

AA=+H +ZA=+—H

HK$°000 HK$’000

FET FAT

BRI A M R Contracted but not provided 205 601

22 REHE R 22 OPERATING LEASE COMMITMENTS

The aggregate future minimum lease payments under non-
cancellable operating leases in respect of land and buildings are

REBER T EEFTHOTAHEL
LHE KRESEES I HAHW

T as follows:

30th June 31st December
2018 2017
—E-N\F —EEF
~NA=+tH +=-A=+—H
HK$°000 HK$’'000
TET FETT
—F R Within one year 26,067 32,109

E_FEFRF In the second to fifth years inclusive
(REEEME) 18,934 28,434
BiE A F Over five years 1,385 6,153
46,386 66,696
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AREFTEAGRS T U B E R

23 ERBEALRS

AEBEBHREBSTMKILAFE
BEBRB)BRAB(EBFRE
BEDES MEBRERBENZ
T-NEFEANAZTHEAARA
66.12% A% 17 o 7N A 7] 82 T~ 33.88% fix
MABZEZEMALTIFERE - BEF
REBENZREIERAR BT REGE -

TEREER—REELEX HAEAR
MERED EENLEENT BB
PN R AR o RIZF B & 5T £ RIS
245 (1ER]) - PEBRF EZ KHEE
s AREHNIBEBEARZE
BT HEE R R EWNE AR R
ERAEBEBREAL - FUL BE
ALBEPERE HEWBRA (K
AREBEIN) LB E AT - AR EEBRA
ERSAEEFNEMBEBELER
HfBATE  ARAKNRE G EZES
ITEEATENNEMER kD
ERARALRPRBENTIEREE
ABRHEETNOREMKXE -

WREEALTRXSHBENENMS
EERRERINYBRREMREN
o BRBEESKIERARIZE
BAmzBEALRS HAET
ZERZGENLARTBEEAN B
ERME BT ERF 245 (BF])
HeRBERE BEFHEEHAEALR
HZEMERARERABREA S
M BEMTRIEL D WE -

BT LERERFHBEENR S M
RARBEAEREETHYBEEH
HITHINWEEALERI AT
SREARNKEEELEXRFEFTE
ETBERBEALIRZGZIHE

23 MATERIAL RELATED PARTY

TRANSACTIONS

The Group is controlled by COSCO SHIPPING (Hong Kong)
Co., Limited (“COSCO SHIPPING (Hong Kong)”), a company
incorporated in Hong Kong, which owns 66.12% of the
Company’s shares as at 30th June 2018. The remaining
33.88% of the Company’s shares is widely held. The ultimate
holding company of COSCO SHIPPING (Hong Kong) is COSCO
SHIPPING.

COSCO SHIPPING itself is a state-owned enterprise established
and controlled by the PRC government, which also owns a
significant portion of the productive assets in the PRC. In
accordance with HKAS 24 (Revised), government-related
entities and their subsidiaries, directly or indirectly controlled,
jointly controlled or significantly influenced by the PRC
government are defined as related parties of the Group. On that
basis, related parties include COSCO SHIPPING, its subsidiaries
(other than the Group) and associates, other state-owned
enterprises and their subsidiaries directly or indirectly controlled
by the PRC government, and other entities and corporations in
which the Company is able to control or exercise significant
influence and key management personnel of the Company and
COSCO SHIPPING as well as their close family members.

For the purpose of the related party transaction disclosures, the
directors believe that it is meaningful to disclose the related
party transactions with group companies of the ultimate holding
company for the interests of financial statements’ users,
although certain of those transactions which are individually or
collectively not significant, and are exempted from disclosure
upon adoption of HKAS 24 (Revised). The directors believe that
the information of related party transactions has been
adequately disclosed in the Unaudited Condensed Consolidated
Interim Financial Information.

Apart from the above-mentioned transactions with the
government-related entities and the related party information
shown elsewhere in the Unaudited Condensed Consolidated
Interim Financial Information, the following is a summary of the
significant related party transactions carried out in the normal
course of the Group’s business during the period:
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283 ERBEALTRZ @ 23 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

@ MmMETEKRAF - BEKEA (a) Sale of goods and provision of services to holding
HE AR RHEMEEAL ﬁﬁ &= companies, fellow subsidiaries, related companies and
B RRERE other related parties

Six months ended 30th June
BEAA=+HLXMEA
2018 2017
—E-N\F —E—tF
Note HK$’000 HK$’000
B E FET FAET
HEZHT Sale of coatings to: (i
—HAEMEBAR — felow subsidiaries 72,792 43,476
=1 NG — related companies 132,026 95,670
— JEPRHIMERES — non-controlling interests 886 587
HEMAMEKE L  Sale of marine equipment and spare
BT - parts to: (il
—RZEKBAE — felow subsidiaries 374,486 470,403
=1 NG — related companies 13,748 2,651
—HEDHE — joint ventures 843 =
M AT A B4R Commission income in relation to the
B SRR  provision of ship trading agency
et services to: (i)
— [A &M J% AT — fellow subsidiaries 46,631 72,962
— HE R A — related companies 8,002 —
——X&EEDR¥ — ajoint venture 4,856 _
MM T ARRME  Commission income in relation to the
RER B HE@‘% H)  provision of insurance brokerage
e - services to: (iv)
— R ZEKBAT  — fellow subsidiaries 21,740 29,637
— HE R A — related companies 726 1,188
— ERAR] — holding companies 573 262
——REZLNME — ajoint venture 4 1
— —XKEtZ /AT  — anassociate — 1
HHEMBYAEL T+ Sale of marine fuel to: )
— R AEKEBAR  — fellow subsidiaries 69,036 82,391
— —XEBEAF — arelated company 1,271 =
4= M AR FE ¥ & Sale of ship supplies and other
HhEmT - products to: (vi)
—REAEKHBAR — felow subsidiaries 13,278 674
[EA T A RlIE M E Management fee income in relation to
HIREHEIEE  the provision of management
Was services to: (vii)
—RZAWMEB ARG  — fellow subsidiaries 7,281 —
_ %qﬁ g/~ &  — aholding company 13,628 —
/J? Q % [Al Z i B Interest income from a fellow subsidiary
NCIE:OR PSR & (viii) 1,584 5,577
MG Q — KA ZE M E Interest income from a joint venture
B A1 B U 2 (ix) 403 17
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23 EREEAIRZ @

(@)

[f) 4%
1A B

16 O
H oo

W i -
0

(i)

(i)

()

(vi)

(vil)

(viil)

(x)

N,

/NIy N
NEINEMEEALTHE
KR AR5 ()

CIEEYT) PNCRE] PN CET
25 R 2 8K R R R AR
B L5 5 B0 14 3 TR M
e

RARARMELR BEQXFARE
ERXHEMRMREREMN B
REREHLEIZFOHETEDN

fRFRAETT -

AR zETHBRRLERR
MEAR HEARA R -KAE
TCERQEESFMR-_FMHE "
D) FEMER - ROFEMIER
MAHMREEEZREA - RE
EHZER/MeBEaER
AEERELAZRFHAER MR
RERBEERDWERME K- 6
ERBRENERZNHAME
M RFEHE -

MERMEAR  HEAR - #Z
BAm - —REZEDER —FKE
sRAEHARBERRE A
Wi HRERENEZHNH
EPTE A IRRETE -

RIEERNEINCI Sl PN
HEMMME HRAEUER
2 W) 165 5 PIT 8K B R SR AT ©

7] [F) 5 Ff 88 2 B 3 65 M A S R )
REMER HRABTHERS
B 169 = T B B IR S TT -

RICEN PN S e i /N
RHEEERGONERE S 19
5 E I B R 5 0 15w P 8RO (6
FAEAT

R 8 2508 B 77 IO — R A R
BAANRSERRABTTS
FIEHE -

FMekmRan—ReaEg0EE
R REERREER URH
RITREHR B I1.4%E1 8 - Wi
ZE-NAFRNANBRIHEE -

23 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

(@

Sale

of goods and provision of services to holding

companies, fellow subsidiaries, related companies and
other related parties (Continued)

Notes:

0

(i

(i)

(V)

(vi)

(vii)

(vi)

(iX)

Sale of coatings to fellow subsidiaries, related companies and non-
controlling interests was conducted on terms as set out in the
agreements governing these transactions.

Sale of marine equipment and spare parts to fellow subsidiaries,
related companies and joint ventures was conducted on terms as
set out in the agreements governing these transactions.

Certain subsidiaries of the Company acted as agents of fellow
subsidiaries, related companies and a joint venture relating to (a)
sale and purchase of new and second hand vessels, (b) bareboat
charter businesses, and (c) sale and purchase of marine equipment
for new shipbuilding projects. According to the terms of the
relevant engagement/commission agreements, the Group received
commission income from vendors, ship-owners and equipment
makers with respect to the transactions mentioned above. The
commissions were charged based on terms as set out in the
agreements governing these transactions.

Commission income in relation to the provision of insurance
brokerage services to fellow subsidiaries, related companies,
holding companies, a joint venture and an associate was
calculated on terms as set out in the agreements governing these
transactions.

Sale of marine fuel to fellow subsidiaries and a related company
was conducted on terms as set out in the agreements governing
these transactions.

Sale of ship supplies and other products to fellow subsidiaries was
conducted on terms as set out in the agreements governing these
transactions.

Management fee income in relation to the provision of management
services to fellow subsidiaries and a holding company was
calculated on terms as set out in the agreements governing these
transactions.

Interest income was received from cash deposits placed with a
fellow subsidiary and was calculated at prevailing market rates.

Interest income was received from a loan to a joint venture, which
was unsecured, interest bearing at 1.4% above London Interbank
Offered Rate and repayable on 8th June 2019.
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23 EXBHEALIRZ @ 23 MATERIAL RELATED PARTY

(b)

TRANSACTIONS (Continued)

— = = (b)  Purchase of goods and services from fellow subsidiaries,
BIDESE AR E] PAIP related companies and other related parties

HibBZEALTBE S m MRS

Six months ended 30th June
BEZEXA=1THLAEA

2018 2017
—E-N\F —E—tF
Note HK$°000 HK$’'000
B E FERT FAT
M [F & [t B A 7 % Rental expenses paid to fellow
NEEER subsidiaries (i 13,378 14,658
F S 28 X A Commission expenses in relation
®EMRT: to the sale of coatings paid to: (ii)
—RIZEMNMEBAR — fellow subsidiaries 2,586 1,067
— HE R A — related companies - 422
BRI E 51 Commission expenses in relation to the
BRG X {ME4  provision of ship trading agency
EAT services paid to: (i)
——RAEENE — ajointventure 1,194 1,350
— —XEt& /AR — anassociate 69 _
ok 6 & M AR R B X Commission expenses in relation to the
NAE&EBRT—  sale of marine equipment paid to a
e ] NG| related company (iv) 1,564 1,539
M — X188 A 518 Purchase of marine equipment from a
B AA R related company (iv) 23,277 23,029
M IE#E HI M AE 258 Purchase of raw materials from non-
BRERME controlling interests ) 454 3,076
M —ZK R Z KB Transportation costs paid to a fellow
A fTiB@ER  subsidiary (Vi) 28,596 19,837
M T3 A FEE B Purchase of marine fuel from:
REBR KL (Vi)
—REMEBAGT — fellow subsidiaries 16,778 84,443
— —XEt& A F — anassociate 44,980 14,395
] FE 422 I 14 4% %5 S Technology usage fee paid to non-
R ER & controlling interests (viii) 883 1,452
) [E Z [ff B A A1 5z Management service fees paid to
NEERSEE fellow subsidiaries (ix) 4,579 4,089
m—ZXKE XK B Interest expenses to a fellow subsidiary
AXNMEER (x) 150 1,120
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23 EREEAIRZ @

(b)

AERMBRR HEQ
HBEEALTREE bc‘ﬁ'ﬂ&ﬁ&ﬁ&

&)

0} B AEENUTFH AR
1,405,000/& 7T A & & = B ER
iéﬁT%@ﬁ?ﬁ%*+¥§}%%¥@
E-AKETREREUERS
#Y 155 &% P 8 RO 160 SR R R R T B &
AEARFEREMEINERD
Hipsk o

(i) FAeXHDZBABTHLHERFHN
BEE NIRRT HEED
ETBEDLE

i) A—REBCER—RBEAF
ERHMEBANERRAELER
5 1) 5 36 57 B B 1T

(iv) —iﬁﬁﬁ AEEZEARRE

CHBEBEAETBEEEMMRE

k IR AR RHERE

BEMMEE - Ae B NRREZ

HEARRBHNHEERETES
LeEE

V) R3EES \ﬁ%ﬁéﬂ%i‘a’iﬁﬁﬂ T5
ERABELSTX DO HEIEN
WRFETT ©

V) M-RXARMBARXNESE
A DiRRERER SN HE
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(vii) MERKBRAG R —REEE QA
fEEMMAE . DEBRE LS
32 5 B o o BT L A0 MG R E AT o

(viil)  A) 3E 2 )M R A S BT R
B DNEBRELERFINWM
T8 MG R E & FENE
FTEOLE

ix MRZRMERARZNNEERS
B EERAEBIRETERR
BANER B EEEM
WP ERAAERSZRAE
MELEH TEREEHERS
m%%%ﬁmﬁ%ﬁﬁo

x)  FEERTAEE S F E2.505%
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f1 35 B R B B

23 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

(b)

Purchase of goods and services from fellow subsidiaries,
related companies and other related parties
(Continued)

Notes:

0

(i

(i)

(Vi)

(vii)

(i)

(iX)

During the period, the Group leased certain office premises in
Hong Kong from the wholly-owned subsidiaries of COSCO
SHIPPING (Hong Kong) at an average monthly rent of
HK$1,405,000. The Group also leased other properties in the PRC
and other overseas countries from fellow subsidiaries on terms as
set out in the agreements governing these transactions.

Commission paid was based on a certain percentage of sales
amounts in accordance with terms as set out in the agreements
governing these transactions.

Commission expenses paid to a joint venture and an associate
were based on terms as set out in the agreements governing these
transactions.

A related company was appointed as agent to provide agency
services in relation to the sale of marine equipment in the PRC and
to purchase marine equipment from suppliers. Commission paid
was based on a certain percentage of sales procured by the
related company.

Purchase of raw materials from non-controlling interests was
conducted on terms as set out in the agreements governing these
transactions.

Transportation costs paid to a fellow subsidiary was based on
terms as set out in the agreements governing these transactions.

Purchase of marine fuel from fellow subsidiaries and an associate
was conducted on terms as set out in the agreements governing
these transactions.

Technology usage fee paid to non-controlling interests was made
based on a certain percentage of the net sales amount in
accordance with terms as set out in the agreements governing
these transactions.

Management service fees were paid to fellow subsidiaries in
relation to their provision of administrative services, manpower
resources, technical support and other ancillary support to the
Group and sharing of office premises by the Group and were
conducted on terms as set out in the agreements governing these
transactions.

Interest expenses were paid to a fellow subsidiary at a fixed rate of
2.505% per annum.
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AREFTEAGRS U B E R M

23 MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

(c) Key management personnel compensation

Six months ended 30th June
BEZAA=1THLA@EA

2018 2017
—E-N\F —E—tF
HK$’000 HK$’000
FHET FET
FeREMEHER Salaries and other short-term benefits 7,790 8,800
(d) HELNEEES RHEHRBE UL (d) Outstanding balances with holding companies, fellow
HEM R B AT E A IR A F] subsidiaries, related companies and other related parties
EEREWE AR HEQRE arising from sale and purchase of goods and services, and
fth B 23 A T B9 R(E 45 84 other activities
30th June 31st December
2018 2017
—E-N\#F —E—tF
AA=+H +ZA=+—H
HK$’000 HK$'000
FE T FET
FEWRZH B AR  Receivables from fellow subsidiaries 307,375 252,235
FEW B RE A Al ;X Receivables from related companies 128,227 156,939
JEWEEDER Receivables from joint ventures 445 509
FEWJEHEHIEREZR K Receivables from non-controlling
interests 508 888
M—XRAEEMREEI  Loanto ajoint venture 23,765 23,451
JEN R ZM B AR  Payables to fellow subsidiaries (182,413) (99,397)
X NREl A NGIE:N Payables to related companies (22,004) (21,575)
JEM A& ER Payables to joint ventures (1,580) (1,829)
N RNEIE N Payables to associates (8,520) —
JE S B A Bl 3R Payables to holding companies (234) (145)
FETIERE | EREZS R Payables to non-controlling interests (932) 873)
JE 1~ JE 422 1 14 #E 25 % B, Dividend payable to non-controlling
interests (4,849) (4,830)
Full BB A TR SR B EIK The above balances with related parties were
B REETEERS  ERE unsecured, interest-free and had no fixed terms of
ZEEEERZMEENHBEE S repayment except for trade related balances and bills
AR EI TENEZ1E A KA — receivables/payables which were repayable according
XEEPEERGZEER AEIE to the respective credit terms and loan to a joint
- e BRTTRIZER B I114% venture which was unsecured, interest bearing at 1.4%
SR YR _ZE—NRENNANE above London Interbank Offered Rate and repayable
FHAER) BRI - on 8th June 2019.
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23 EREEAIRZ @

23 MATERIAL RELATED PARTY

TRANSACTIONS (Continued)

€ GTHR—ZXRAREWEZRTD (e) Deposits placed with a fellow subsidiary
T
30th June 31st December
2018 2017
—E-NEF —EF—tF
~NA=+H +Z-A=+—H
HK$’000 HK$’'000
FHE T FET
Vi) Current 318,205 410,175

530 S NN = NG
TEMNEREE) NTFERAR
TTHHFERFE -

H MZE—Z—FWA=+
N K B HE— K IRITE
21,500,000 7T ( 4 18 £
168,731,000/ 7T ) B A &
R EAZBTMENRDQ AR
H #9108,000,0003 7t (49 18 =
7 847,578,000 7T ) — #& 8 17
1z &9 3K # - 5%21,500,0003
7 (#9485 72 168,731,000/ 7T)
MERR-_Z—N\FRA=ZT+
HBDARE K -

— m

._“-}; i
W oE Kb -

el

24 HEWRER

RZZE-—NEFREAZ+NH xR
AEEAMZEDMHREER
REI(TEAME] RHBREREE
__\Ziiéquuﬁ%ﬁ% 'Liﬂ?iiéAE%
89,830,000 7T R & ¥ #A it &= 79 33% MR

1 o

FAMEXTERENE LELHE
EEEEmM-

BT N\FARNA=Z+THALRTZHN
R R FBEEN_ZE—\FENANBRE
B Bt BERETARRBE=Z—N
E/\ﬂ_‘f‘EJt/\{IHH}]E]ﬁ%iF&%&H%

Deposits placed with a fellow subsidiary, which is a
financial institution in the PRC, bear interest at prevailing
market rates.

() On 30th April 2012, the Group executed corporate
guarantee of US$21,500,000 (equivalent to approximately
HK$168,731,000) in favour of a bank as security for
general banking facilities of US$108,000,000 (equivalent
to approximately HK$847,578,000) granted by the bank
to Double Rich. The guarantee of US$21,500,000
(equivalent to approximately HK$168,731,000) remains
effective as at 30th June 2018.

24 EVENT AFTER THE BALANCE SHEET DATE

On 28th May 2018, the Company entered into the Capital
Increase and Subscription Agreement with Nasurfar Biomaterial
Technology (Changshu) Co., Ltd. (“Nasurfar Changshu”) and its
existing shareholders to subscribe 33% equity interest in
Nasurfar Changshu by way of capital injection of
RMB89,830,000.

Nasurfar Changshu is principally engaged in the research and
development, production and sales of biochemical products.

No payment was made as at 30th June 2018.The transaction
was subsequently completed on 6th August 2018 and such
investment has not been recognised in the financial statements
for the six months ended 30th June 2018.
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DIRECTORS’ INTERESTS IN SECURITIES

As at 30th June 2018, the interests and short positions of each
Director and chief executive of the Company in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of the Securities and Futures
Ordinance (“SFQO”) which (a) were required to be notified to the
Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which the Director was taken
or deemed to have under such provisions of the SFO); or (b) were
required, pursuant to section 352 of the SFO, to be entered in the
register referred to therein; or (c) were required, pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) contained in Appendix 10 to the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”)
to be notified to the Company and the Stock Exchange were as
follows:

Long positions in the shares of associated
corporation

Total number Approximate

of ordinary  percentage of the

shares of relevant class of

associated total issued shares

Nature of corporation of associated

Name of Director ~ Name of associated corporation Capacity interest held corporation

1R

Fi ¥ BRER

LS BRITRPAH

EEpg HE LB AR g7} BEME EERAY RN o

Mr. Zhu Jianhui China COSCO Holdings Company Limited Interest of spouse  Family 20,000 0.0003%
REEks (“China COSCO")* T BEE e (A shares)
REEFEERRDERAR (THEZEF]) (ARR)

China Shipping Container Lines Company Interest of spouse ~ Family 10,000 0.0001%
Limited"* i 1B 1 &= e (A shares)
FERERERROARR A" (ABR)

Mr. Liu Gang China COSCO* Beneficial owner Personal 10,900 0.0004%
2IM % & HBL R EnEBA (5PN (H shares)
(HER)

Mr. Feng Boming COSCO SHIPPING Development Co., Ltd. Beneficial owner Personal 29,100 0.0003%
RIS FRBEEZRERNHERDA ERBEAA (5PN (A shares)
(ARR)

* FERFEBRREGEERBRNHERAAF * China COSCO is now known as COSCO SHIPPING Holdings Co., Ltd.
foRBEREMERROARATIEMPEEEZERE " China Shipping Container Lines Company Limited is now known as COSCO
%2 B R A A SHIPPING Development Co., Ltd.
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Save as disclosed above, none of the Directors and chief executives
of the Company had any interests and short positions in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of the SFO) which (a)
were required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which the Director was taken or deemed
to have under such provisions of the SFO); or (b) were required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein; or (c) were required, pursuant to the Model Code
to be notified to the Company and the Stock Exchange as at 30th
June 2018.

FERR SUBSTANTIAL SHAREHOLDERS
RZZE-NFXA=TH BREZHFR
HIE 1R B £ 336 IR R EFE R B Rl Prac
B BREZFRXARAKRSITHRABIN T
SIANEREBEA QR BN R BBERD

As at 30th June 2018, the following persons and entities, other than
Directors or chief executives of the Company, had interests or short
positions in the shares and underlying shares of the Company as
recorded in the register required to be kept under Section 336 of the

THRAERIORE SFO.
Approximate
Total number of percentage of
ordinary shares of total issued
the Company held shares of the
Name of Shareholder Capacity Nature of interest  (Long positions) Company
AR E EAAT
TERAY CERTROES
REREHE g% EEME (#R) HWERED®
China COSCO Shipping Corporation Limited* Interest of controlled Corporate interest 1,013,641,486 66.12%
(“COSCO SHIPPING”) corporation NG £
FEEFBESEERAA ZEG D AR
([HhiEBE])
(China Ocean Shipping (Group) Company*)* Interest of controlled Corporate interest 1,013,641,486 66.12%
(“COSCO?) corporation DA
hEEFER (RE) AR R S [N
([hE(RE)RRT]
COSCO SHIPPING (Hong Kong) Co., Limited Beneficial Owner Beneficial interest 1,013,641,486 66.12%
(“COSCO SHIPPING (Hong Kong)”) EaBEE A EaEm
FERBEFEB)ERRA([EERREE]

MisE : &6 P s 8 &N AR F1,013,641,486 A% BZ 1D Note: COSCO SHIPPING (Hong Kong) has beneficial interest in 1,013,641,486 shares
FHEERESE BHREEPRBEADR of the Company. Since COSCO SHIPPING (Hong Kong) is a wholly-owned
(EE)BRAANEZENBAR MAR(E subsidiary of COSCO which is in turn a wholly-owned subsidiary of COSCO
B)ERARATREENEENBAR  BE SHIPPING, the interests of COSCO SHIPPING (Hong Kong) are deemed to be
BELBEES EEPRBENRIHSR the interests of COSCO and in turn the interests of COSCO are deemed to be
fEhE(EE)AARNER MPE(EE) the interests of COSCO SHIPPING under the SFO.
BARMBERAERIEPREENER

tORREREREBESARA A * Now known as /1 Bl:& ¥ @458 R 2 & (China Ocean Shipping Company Limited)

* for identification purposes only
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Save as disclosed above, as at 30th June 2018, the Company has
not been notified by any person or entity who had interests and short
positions in the shares and underlying shares of the Company as
recorded in the register required to be kept under Section 336 of the
SFO.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of the Company’s listed securities during the six
months ended 30th June 2018.

DISCLOSURE OF INFORMATION ON DIRECTORS

Changes in the Directors’ information required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules are set out below:

The Shareholders authorised the Board to determine the Director’s
remuneration at the annual general meeting of the Company held on
30th May 2018. The Director’'s emoluments for the year 2018 for
each of Mr. Tsui Yiu Wa, Alec, Mr. Jiang, Simon X. and Mr. Alexander
Reid Hamilton, being the Independent Non-executive Director, would
be the director’s fee of HK$300,000.

Each of Mr. Tsui Yiu Wa, Alec, Mr. Jiang, Simon X. and Mr. Alexander
Reid Hamilton, being the Independent Non-executive Director, has
entered into a letter of appointment with the Company on 30 May
2018 for a term commencing from 30 May 2018 to the conclusion of
the 2020 annual general meeting of the Company. Each of Mr. Zhu
Jianhui and Mr. Liu Gang, being the Executive Director, has entered
into a letter of appointment with the Company on 30 May 2018 for a
term commencing from 30 May 2018 to the conclusion of the 2020
annual general meeting of the Company. Such letter of appointment
is subject to termination by either party giving one month’s prior
notice in writing or such other shorter notice period as may be agreed
by both parties.

Mr. Jiang Simon X., being the Independent Non-executive Director of
the Company, retired as member of the National Committee of the
Chinese People’s Political Consultative Conference.
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CORPORATE GOVERNANCE

Maintaining high standards of corporate governance has always been
one of the Company’s priorities. This is achieved through an effective,
timely disclosure of information by the Board and a proactive investor
relations programme. The Company will continue to implement
measures in order to further strengthen its corporate governance and
overall risk management.

The Board believed that the Company has complied with the code
provisions of Corporate Governance Code (the “CG Code”) contained
in Appendix 14 to the Listing Rules during the six months ended 30th
June 2018 except that Mr. Chen Dong, the Non-executive Director,
was unable to attend the annual general meeting of the Company
held on 30th May 2018 due to other business engagement, a
deviation from the code provision A.6.7 of the CG Code which
provides that independent non-executive directors and other non-
executive directors should attend general meetings of the Company.

The audit committee of the Company (the “Audit Committee”)
consists of three Independent Non-executive Directors and the
chairman of which is a certified public accountant. The main duties of
Audit Committee include reviewing the accounting policies and the
Company’s financial reporting; monitoring the performance of both
the internal and external auditors; reviewing and examining the
effectiveness of the financial reporting, the risk management and
internal control systems; ensuring compliance with applicable
statutory accounting and reporting requirements. The Audit
Committee has discussed the internal controls and financial reporting
matters with management of the Company. The Audit Committee
and the independent external auditor have reviewed the Unaudited
Condensed Consolidated Interim Financial Information of the Group
for the six months ended 30th June 2018. The interim report 2018 of
the Company has been reviewed by the Audit Committee.
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The Company has adopted a code of conduct regarding securities
transactions of Directors and employees (the “Securities Code”) no
less exacting than the required standard set out in the Model Code.
In order to ensure the Directors’ dealings in the securities of the
Company are conducted in accordance with the Model Code and the
Securities Code, a committee currently comprising the Chairman, the
Managing Director and a Director was set up to deal with such
transactions. The Company has made specific enquiry of all Directors
regarding any non-compliance with the Model Code and the
Securities Code during the six months ended 30th June 2018, all
Directors confirmed that they had complied with the required
standards set out in the Model Code and the Securities Code during
the period.

On behalf of the Board

Zhu Jianhui
Vice Chairman and Managing Director
Hong Kong, 24th August 2018
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