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Management Discussion and Analysis
BEEENWRR DM

(Expressed in Hong Kong dollars unless otherwise indicated) (WATTHIR + BEFERAEERSN)

Hans Energy Company Limited (the “Company”) and its subsidiaries (the “Group”) is a leading operator
in providing integrated facilities of jetties, storage tanks, warehousing and logistic services in south
China for petroleum and liquid chemicals products, offering value-added services in its own ports
and storage tank farms (the “terminal storage business”), trading of oil and petrochemical products
(the “trading business”) and operating of a filling station (the “retail business”).
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Management Discussion and Analysis

BEEER R DT

(Expressed in Hong Kong dollars unless otherwise indicated) (A TTHIR « BAEFBAERIN)

BUSINESS REVIEW

Terminal Storage Business

Prior to 28 May 2019, the Group owned and operated two main
liquid product terminals, namely Xiao Hu Island Terminal (“XHIT")
carried out by Guangdong (Panyu) Petrochemical Storage &
Transportation Ltd. (“GD (Panyu)”) and Dongzhou Petrochemical
Terminal ("DZIT") carried out by Dongguan Dongzhou International
Petrochemical Storage Limited (“DZ International”). Upon the
completion of the disposal of GD (Panyu) on 28 May 2019, the
Group continues to own and operate DZIT that is situated in Lisha
Island, Humen Harbour district, Shatian county, Dongguan city,
Guangdong province. DZIT was built with berths ranging from 500
to 100,000 dwt. The tank farm has a site area of approximately
516,000 square metres and is installed with 94 oil and petrochemical
tanks of a total storage capacity of approximately 260,000 cubic
metres, out of which 180,000 cubic metres are specialised for
gasoline, diesel and similar petroleum products commonly available
in trading and consumption markets. Storage tanks with capacity of
80,000 cubic metres were built for petrochemical products.

Strategic Location

The liquid product terminal of the Group is located in the Greater
Bay Area. As Guangdong province is the pioneer in economic
development of China and our terminal situates in the centre of
the economic circle of the province, such location edge attracts
customers to engage with our terminal for their distribution of
refined oils. Apart from oil products customers, there are customers
who have manufacturing plants in the Greater Bay Area. In their
business cycle, there are requirements to temporarily store their
dangerous, poisonous and hazardous goods in designated controlled
facilities with proper licences in accordance with governmental
regulations for safety and environment reasons. The customers may
store their hazardous raw materials, work-in-progress and finished
goods in our storage facilities. Our terminal employs experienced,
professional and skillful management teams with well-equipped
storage hardware. The Group persistently maintains high standards
in safety and environment protection. Our terminal is fully and
properly licensed to handle wide range of dangerous and hazardous
goods. They provide convenience to our customers to move their
products in and out of the terminal during their production cycle.
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Management Discussion.and Analysis
EEENWR DN

(Expressed in Hong Kong dollars unless otherwise indicated) (BATTHIR + BEFERRERRSIN)

Revenue

The terminals earn storage income by leasing their storage tanks to
customers based on the storage tank size engaged. Apart from this,
they collect handling charges when providing services in moving
cargoes in and out from the terminals for customers, either by water
in the jetties or by road from the loading stations. Furthermore,
the terminals provide ancillary services such as tank cleaning, waste
treatment and blending to customers and earn respective fees for
the services rendered.

Key Performance Indicators

The leaseout rates and cargo throughput are the major key
performance indicators of the terminals. Higher leaseout rate should
return with higher storage income. More cargoes flows mean more
works in the terminals thus more handling fee income. The lease-out
rates and cargo throughput of DZIT during the last two years are as

follows:

Operational statistics

A
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S RERA T PR E E DB (55
SERUKBR S A R AR ) B MRS B i
ERISE o ULoh - IBEERE PIRHEER
% PImETFRBER - EmEE LA
I AR H AR WEAERE & A -

ITERBER
HEXRNEEERFBAENEIEXRRIER
HEXRS  BFRRARREK - GEE
REEREHATHEERR - ARREE
WATER < BEMF - RMAEENH
MEREEEEWT :

Change

EERHRT

Liquid product terminal and REEMBER
transshipment services EHH R
Number of vessels visited REMEEE
— foreign — 4Nt
~ domestic N
Number of trucks served to pick up BWEM 2 EEHE
cargoes
Number of drums filled EREE
Transshipment volume (metric ton) e { N 7))
—oil — i
~ petrochemicals —Aftm
Terminal throughput (metric ton) EEATE(RKE)
— port jetty throughput —BEALE
— loading station throughput —HBEAFHE
Storage services KR A%

Leaseout rate — oil and petrochemical
products (%)

AR m kAt
E (%)

180 158 +13.9

434 567 -23.5
67,517 59,113 +14.2
16,250 13,297 +22.2
84,470 64,971 +30.0
96,805 129,275 -25.1
4,718,000 3,591,000 +31.4
2,551,000 2,084,000 +22.4
2,167,000 1,507,000 +43.8
98.5 912  +7.3 pointsZh
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(Expressed in Hong Kong dollars unless otherwise indicated) (LAATTHIR + BEEHERIN)

With the unprecedented outbreak of the novel coronavirus disease
("COVID-19") in early 2020, many PRC factories suspended
operations at the beginning of this year, and the economy was
affected. Fortunately, the economic activities were resumed quickly
following the downturn in the PRC. Coupled with the completion of
the disposal of GD (Panyu) by the Group in 2019, certain premium
customers relocated all or most of their loading and storage services
from XHIT to DZIT, which boosted the terminal throughput as a
whole. Also, mutual access and collaboration between DZIT and
a surrounding port jetty commenced in the second half of 2020,
together with the introduction of light cycle oils from new customers
in early 2020 kept the ports and terminals throughputs relatively
high. As such, most of the operational statistics in DZIT have grown
as compared to last year. The average leaseout rate achieved as high
as 98.5% during the year, representing an increase of 7.3% points
over the last year.

Trading Business

Shanghai Diyou Industry Co., Ltd. ("SHDY") operates in the
trading of oil and petrochemical products and holds a refined oil
wholesale operating licence issued by the Ministry of Commerce of
the People’s Republic of China (the “PRC"). In addition, SHDY is a
qualified supplier for major energy companies such as PetroChina,
Sinopec etc. The operational statistics of trading business during the
last two years are as follows:

Operational statistics 2020
EERIHT i St 22

Number of sale contracts entered BRIVHESREAE
Sales volume of oil and petrochemicals & & A{LE S
products (metric ton) FE N

SHDY continues to develop business with existing customers and
further develops relationships with high-quality new customers to
expand the customer base and business scale since the acquisition
in 2019. During the year ended 31 December 2020, SHDY entered
into in aggregate of 118 sales contracts, with total sale volumes of
approximately 472,000 metric ton. Despite the effect brought by the
COVID-19, sales volumes during this year were only slightly lower
than expected by about a few percentage points as a result of all-
round development of procurement and sales channels by SHDY.
The Group will actively expand its trading business, and it strives to
recover the sales volumes affected by the epidemic in 2021.
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EEENWR DN

(Expressed in Hong Kong dollars unless otherwise indicated) (BATTHIR + BEFERRERRSIN)

Retail Business

The Group'’s first filling station in Zengcheng district, Guangzhou
city, the PRC has commenced its operations since April 2020.
The filling station has a site area of approximately 12,500 square
metres. Its floor area, fuel island configuration, equipment level and
construction standards all meet the standards of local flagship filling
stations. The filling station is mainly engaged in petrol filling services,
supplemented by comprehensive services such as convenience
stores, car maintenance and logistics warehouses, and providing
petrol filling related services. Cumulative sale volume has reached to
3.9 million liters since the commencement of operation from April
2020.

SEGMENT REVENUE

During the year, the Group manages its operations by three existing
reportable segment revenue from the business of (i) trading, (ii)
terminal storage and (iii) retail. The breakdown is as follows:

BEEYK
AEBMRFEEMNTIEHES@EIMBME
RZE-ZTFNAFMREE - IHuhiGi
#912,500F 5K - HAGHERE - IHER
B REKEREREESE FEYESD
N Hb [ FERES A0S h B9 K ZE o hnShs = E A
EHMARTS - BLAERIE  REEEFY
REESHEARY - UWRIREINHERES
IR - BT FMARREELR
REMHEA H3908 T -

2EHA

FR - AEBUABRB=EXENOEZS (i)
HERARE UK EEEBH A HRE DL
I AETTEIR « BADINT -

Trading Terminal Storage
g5 ERAH
2020 2019
-Bo%E
% ' §1000 % 1 %
r % %
Sales of oil and HERMRA
petrochemical &R
products 2299128 1000 162,790  100.0 - - - - - - - - 2,299,128 926 162,79 517
Storage income HRRA - - - - 11999 730 11823 T7I8 - - - - 119,999 48 11823 315
Transshipmentand ~ EBREHR
other handiing BIWA
income - - - - a5 259 3,08 211 - - - - a5 17 32,086 102
Port income AW - - = = 1832 11 1,736 1.1 - - = = 1,832 0.1 1,736 06
Revenue from ek
operating A
afilling station - - = = - - = - 18425 1000 = - 1845 08 - -
2299128 1000 162,790 1000 164353 1000 152,055 1000 18425  100.0 - - 2481906 1000 31485 1000

During the year ended 31 December 2020, the Group's total revenue
increased significantly from $314.8 million to $2,481.9 million, an
increase by 688.3% as compared to the last year. The increase was
mainly attributable to the new segment revenue generated from
the trading business and the retail business during the year. The
trading business operated by SHDY was acquired in December 2019
that has brought a substantial increase to the Group’s revenue,
accounting for 92.6% of the Group’s total revenue during the year.
On the other hand, the retail business from the filling station has
commenced its operation since April 2020 that contributed the
revenue of $18.4 million to the Group. During the year, revenue
from the provision of terminal, storage and transshipment activities
for liquid chemicals products in DZIT was $164.4 million, an increase
by 8.1% on a year basis. The increase was mainly attributable to
the increase in storage income and transshipment income that was
arisen from the relocation of certain GD (Panyu)’'s customers from
XHIT to DZIT since last year.

HE—_ZT-_TF+_A=+—HLEFE "
NEE 7 B A H3.148(E T AR INE
24 819187T * BAFIENN688.3% © ANTY
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Management Discussion and Analysis
EEENWR DM

(Expressed in Hong Kong dollars unless otherwise indicated) (A TTHIR « BAEFBAERIN)

OUTLOOK

In 2020, under a pandemic environment, the Group achieved better
financial performance compared to the previous year, with an
increase of revenue and a decrease in loss per share of more than
50%. We benefited from the growth of our traditional terminal
storage business as well as the results of our newly developed
trading and filling station business. Looking forward to 2021,
each business segment of the Company will maintain a trend of
continuous growth and bring better returns to shareholders.

Terminal Storage Business

In 2020, the operating income of DZIT reached an all-time high due
to increased business volume and higher unit prices. Based on the
current development of the industry in the region, it is expected that
the development trend of the previous year will be maintained in
2021. Moreover, the mutual access and collaboration between DZIT
and the surrounding port jetty and oil terminal of Grand Resource
Co. Ltd., a public company listed on the National Equities Exchange
and Quotations, has fully commenced in the second half of 2020. It is
expected to bring the Company a revenue growth of over RMB$10
million in 2021. In 2021, the Group will continue to proactively
cooperate with the local government and relevant partners in
relation to DZIT phase two construction project and strive to make
substantial progress in establishing the project within the year.

Trading of refined oil and petrochemical products and filling
station business

Shanghai Diyou Industry Co., Ltd., which joined the Group at the
end of 2019, achieved an operating revenue of $2.3 billion in
2020, and has commenced the import trade business. Due to the
fluctuation in prices of petrochemical products and the decline
in consumption caused by the pandemic, the operating revenue
and earnings of SHDY did not reach the expected level. However,
the trading business still contributed significantly to the Group’s
overall revenue growth and contributed to part of the profit.
The commencement of the import trade has also expanded the
Company'’s customer base and boosted the trading business of the
Group's subsidiaries in Hong Kong.
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EEENWR DM

(Expressed in Hong Kong dollars unless otherwise indicated) (AFSTTHIR + BHFEAZERIN)

The Group'’s first joint-venture filling station was officially put into
operation in April 2020, and in the second half of 2020, the Group
achieved a net gain of over RMB10 million on transferring the right
and obligation of three filling stations lease agreements. In 2021,
the Group will continue to enlarge the number of filling station assets
operated or leased and increase the scale of operating (or leasing)
income in this segment, with a view to making the filling station
business segment a new business growth point for the Group within
3-5 years.

Investment Business

In 2020, the Company participated in a consortium of private
equity funds and acquired New World First Bus Services Limited
and Citybus Limited in Hong Kong. Subject to the lockdown and
isolation measures due to the pandemic, bus companies were in a
loss-making position as the number of passengers were reduced.
However, the board of Directors of the Company is of the view
that bus companies, as public service providers, have sable cash
flow. We estimate that when most of the world’s population are
vaccinated for COVID-19 in the second half of 2021, the pandemic
will be brought under effective control and the lockdown and
isolation measures will be gradually lifted, by then the number of
bus passengers will soon resume. Therefore, in the long run, the
investment in bus companies will generate long-term stable income
for the Group.

All'in all, in 2021, while continuing to perform well in its traditional
business, Hans Energy will continue to expand its trading and filling
station business and adhere to a diversified and flexible investment
strategy. While stabilizing the traditional industry and ensuring
stable growth, the Group will actively explore new business fields
with higher returns and strive to achieve high growth.
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Management Discussion and Analysis
EEENWR DN

(Expressed in Hong Kong dollars unless otherwise indicated) (LAATTHIR + BEEHERIN)

FINANCIAL REVIEW
During the year ended 31 December 2020, the Group’s financial
performance are set out as below:

Continuing operations: HEREEK

Revenue A

Direct costs and operating expenses BN A LRI

Gross profit EH

Earnings/(loss) before interest and tax & B Fi A1 & F]/(EE)
("EBIT/ALBIT)") ([EBIT,/(LBIT)J)

Depreciation and amortisation e s

Finance costs BF TG AR

Earnings/(loss) before interest, tax, BFE - FiE - TEN
depreciation and amortisation BRI AT (EE)
("EBITDA/(LBITDA)") (TEBITDA,/(LBITDA) ])

Gross profit margin (%) EME(%)

Net loss margin (%) FEEE(%)

Basic and diluted losses per share FREARREEEE
(cents) i)

Revenue and gross profit margin

During the year, the Group’s revenue from continuing operations
was approximately $2,481.9 million (2019: $314.8 million),
representing an increase of 688.3% over the last year. The trading
business which has been acquired since last year has brought
a substantial revenue to the Group. During the year, revenue
from trading of oil and petrochemical products was $2,299.1
million, accounting for 92.6% of the Group’s total revenue. The
revenue from the provision of terminal, storage and transshipment
activities for liquid chemicals products in DZIT was $164.4 million,
representing an increase of 8.1% over the last year. The gross
profit from continuing operations was approximately $66.4 million
(2019: $41.9 million), increased by 58.6% over the last year. The
increase was mainly attributable to the new revenue from sale of
oil and petrochemical products and operating a filling station by
the Group during the year. However, the gross profit margin was
2.7%, reduced by 10.6 percentage points on a yearly basis. This was
mainly attributable to the lower gross profit margin of sale of oil and
petrochemical products diluted the overall gross profit margin of the
terminal storage business.
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LIS ERRIIOT

Changes
2k

%
%

2,481,906 314,845 +688.3
(2,415,509) (272,987) +784.8
66,397 41,858 +58.6
11,553 (77,891) +114.8
74,303 68,833 +7.9
49,895 49,933 -0.1
85,856 (9,058) +1,047.8
2.7 13.3  -10.6 pointsZf
-1.6 417 -40.1 pointsZh
(1.07) (3.53) -69.7
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(Expressed in Hong Kong dollars unless otherwise indicated) (WABTTHIR © BAEFHERIN

Direct costs and operating expenses

During the year, the Group’s direct costs and operating expenses
were approximately $2,415.5 million (2019: $273.0 million),
representing an increase of 784.8% over the last year, of which cost
of inventories from oil and petrochemical products were $2,309.3
million (2019: $160.4 million), accounting for 95.6% of total direct
costs and operating expenses.

EBIT and EBITDA

During the year, the Group successfully turned from LBIT to EBIT.
By excluding a special bonus to Directors of approximately $87.6
million for completion of the disposal of GD (Panyu) in 2019, the
improvement mainly was attributable to that the Group’s active
expansion of new businesses and continuous development of
existing business led to an increase in overall gross profit by 58.6%
as compared to prior year. As a result of the increase of profit,
EBITDA from continuing operations improved to $85.9 million (2019:
LBITDA of $9.1 million) and net loss margin was 1.6%, significantly
decreased by 40.1% points on a yearly basis.

Finance costs

During the year, finance costs from continuing operations amounted
to $49.9 million (2019: $49.9 million) which were mainly incurred
on the Group’s outstanding bank loans.

Taxation

The Group sustained a loss for Hong Kong profits tax purposes for
the year. The applicable tax rate of the Group’s PRC subsidiaries for
the year ended 31 December 2020 was 25% (2019: 25%).

Basic and diluted losses per share

During the year ended 31 December 2020, the basic and diluted loss
per share from the continuing operations was $1.07 cents (2019:
basic and diluted loss per share of $3.53 cents).
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LIQUIDITY, GEARING AND CAPITAL STRUCTURE

As at 31 December 2020, the Group's total cash and bank balances
amounted to approximately $353.2 million (2019: $974.5 million).
Most of the funds were held in HK dollars, RMB and US dollars.

As at 31 December 2020, the Group had total assets of
approximately $2,020.5 million (2019: $2,074.5 million) and net
current assets of approximately $665.4 million (2019: $999.8
million). The current ratio as at 31 December 2020 of the Group
was 2.75 (2019: 4.36). The change was mainly attributable to the
increase in short-term bank borrowing.

As at 31 December 2020, the Group had outstanding bank
borrowings of $789.8 million (2019: $702.5 million). The total equity
of the Group as at 31 December 2020 amounted to approximately
$986.2 million (2019: $953.7 million). The gearing ratio (defined
as total liabilities to total assets) as at 31 December 2020 slightly
reduced to 51.2% (2019: 54.0%). The Group will continuously
consider various financial methods to improve our existing financial
position and reduce the degree of leverage of the Group.

FINANCIAL RESOURCES

During the year ended 31 December 2020, the Group met its
working capital requirement principally from its business operation
and financed with facilities provided by bank. Management is
confident that the Group should have adequate financial resources
to meet its future debt repayment and support its working capital
and future expansion requirements. Due attention will be paid to
the capital and debt markets as well as the latest developments of
the Group in order to ensure the efficient use of financial resources.
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SIGNIFICANT INVESTMENTS, MATERIAL ACQUISITIONS AND
DISPOSALS AND FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

0]

14

Subscription of shares in Bravo Transport Holdings
Limited

On 21 August 2020, Glorify Group Limited (“Glorify”), a
wholly-owned subsidiary of the Company, entered into a share
subscription agreement (“BTHL Share Subscription Agreement”)
with Templewater Bravo Holdings Limited (“TWB Holdings”),
Ascendal Bravo Limited (“ABL") and Bravo Transport Holdings
Limited (“BTHL"), pursuant to which each of Glorify, TWB
Holdings and ABL has conditionally agreed to subscribe
for shares (the "BTHL Share Subscription”) constituting (in
aggregate) approximately 8.6%, 90.8% and 0.6%, respectively
of the entire issued share capital of BTHL following the final
completion of the issue of such shares for the aggregate
consideration of US$15,291,826.34, US$162,319,339.43 and
US$1,050,004.70 (equivalent to approximately $119 million,
$1,258 million and $8 million), respectively.

On 21 August 2020 (immediately after signing of the BTHL
Share Subscription Agreement), BTHL (as purchaser) and NWS
Service Management Limited (“"NWS Service"”) (as seller) entered
into an acquisition agreement, pursuant to which NWS Service
has conditionally agreed to sell, and BTHL has conditionally
agreed to purchase the entire issued share capital of Bravo
Transport Services Limited (formerly known as NWS Transport
Services Limited) (“the Target Company”) for the aggregate
consideration of $3,200 million (the “Acquisition”). The Target
Company and its subsidiaries are principally engaged in the
provision of public bus and travel related services in Hong
Kong. The principal subsidiaries of the Target Company include
Citybus Limited (“Citybus”) and New World First Bus Services
Limited (“NWFB"), in which the Target Company has a direct
or indirect (as the case may be) 100% shareholding interest.
Each of Citybus and NWFB operates bus services in Hong Kong
through, among others, public bus franchises granted under
the Public Bus Services Ordinance (Cap. 230 of the Laws of
Hong Kong).

The completion of BTHL Share Subscription and the Acquisition
took place on 30 September 2020 and 15 October 2020,
respectively.
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(ii) Provision of financial assistance

On 21 August 2020, BTHL and China CITIC Bank International
Limited (“CNCBI") entered into a loan agreement (the “Loan
Agreement”), pursuant to which CNCBI (as original lender)
has agreed to grant certain loan facilities (the “Loan Facilities”)
to BTHL for the purpose of the Acquisition. As a condition
under the Loan Agreement, BTHL shall procure that Glorify,
TWB Holdings and ABL enter into a share charge (the “Share
Charge™) with CNCBI (as security agent for the secured parties/
lenders) pursuant to which, among other things, all of the
shares of BTHL held by Glorify (the “Charged Shares”) would
be charged to CNCBI as security under the Loan Facilities.
Glorify entered into the Share Charge on 9 October 2020;
and the Charged Shares were released pursuant to a deed of
release dated 24 December 2020. Accordingly, the Charged

Shares ceased to be affected by the Share Charge.

(iii) Placing of existing shares and top-up subscription for
new shares under general mandate

On 21 August 2020, the Company, Mr. David An (“Mr. An"),
the chairman, an executive director and a controlling
shareholder of the Company, and a placing agent (“the
Placing Agent”) entered into a placing and top-up subscription
agreement, pursuant to which, (a) Mr. An has agreed to
appoint the Placing Agent, and the Placing Agent has agreed
to act as agent of Mr. An and to use its best efforts to procure
purchasers for up to 175,000,000 existing shares of the
Company (the “Shares”) at the $0.33 per share (the “Placing
Price”) (the “Placing”); and (b) Mr. An has agreed to subscribe
for, and the Company has agreed to issue to Mr. An, such
amount of new ordinary Shares as being equal to the actual
number of Shares placed by the Placing Agent under the
Placing, at the Placing Price less the aggregate amount of the
expenses (the “Expenses”) attributable to each subscription

share (the “Top-up Subscription”).

The Completion of the Placing and the Top-up Subscription
took place on 27 August 2020 and 28 August 2020,

respectively.

A total of 175,000,000 Shares (the “Placing Shares”) have
been successfully placed at the Placing Price to no fewer than
six independent placees selected and/or procured by or on
behalf of the Placing Agent. The placees and their respective
ultimate beneficial owners are independent of the Company,
its connected persons and their respective associates and
not connected with any of them. None of the placees and
their ultimate beneficial owners has become a substantial
shareholder (as defined under the Listing Rules) of the

Company upon taking up the Placing Shares.
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A total of 175,000,000 new Shares (the “Subscription Shares”)
were allotted and issued to Mr. An at the net subscription
price for each Subscription Share (after deduction of the
Expenses) of approximately $0.32 for each Subscription Share.
The aggregate nominal value of the Subscription Shares was
$17,500,000. The Subscription Shares represent approximately
4.48% of the issued share capital of the Company as
enlarged by the allotment and issue of the Subscription Shares
immediately after completion of the Top-up Subscription.

The net proceeds of the Top-up Subscription were
approximately $56 million. The Company applied the net
proceeds from the Top-up Subscription in full to replenish
working capital after the BTHL Share Subscription.

Further details of the aforementioned transaction are set out in
the announcements of the Company dated 21 August 2020,
28 August 2020 and 21 October 2020.

(iv) Subscription of Limited Partnership Interest
As at 31 December 2020, total capital contribution into the
Limited Partnership was approximately $52.9 million (equivalent
to approximately US$6.8 million) as set out in note 30 to the
financial statements.

Other than the disclosed above, there was no other significant
investments, nor there was no any other material acquisitions or
disposals during the year. The Group did not have any future plans
for materials investments nor addition of capital assets during the
year ended 31 December 2020.

EXPOSURE TO FLUCTUATION IN EXCHANGE RATES AND
PRICES AND RELATED HEDGE

The Group's cash and bank balances are held predominately in
HK dollars, RMB and US dollars. Operating outgoings incurred by
the Group’s subsidiaries in the PRC are mainly denominated in
RMB, which usually receives revenue in RMB as well. Management
considers that the Group exposed to fluctuation in exchange rates
are not significant. Besides, prices of oil products are affected by
a wide range of global and domestic factors which are beyond
the control of the Group. The fluctuations in such prices may have
favourable or unfavourable impacts on the Group. However, the
Group mainly operated on a back-to-back sale and purchase model
to avoid the risk of oil price fluctuations. Accordingly, management
is in the opinion that the Group’s exposure to foreign exchange
rate and price risks are not significant, and hedging by means of
derivative instruments is considered unnecessary.
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Save for the above disclosed, there was no other significant risks of
exchange rates and price during the year ended 31 December 2020.

EMPLOYEE AND REMUNERATION POLICY

As at 31 December 2020, the Group had a total of approximately
230 employees (2019: 230), 205 (2019: 210) of which worked
for the terminals. The Group remunerates its employees based on
industry practices and individual performance and experience. Every
year, the Group devises a budget which states total salary and bonus
plan for the year to encourage the Group’s employees to contribute
their best efforts and to make maximum economic benefits to the
Group. In accordance with the relevant government regulations in
the PRC, the Group is required to cover social insurance, including
but not limited to retirement, medical, workman compensation
and unemployment insurance as well as housing fund for every
qualified employee in the PRC. With these insurance policies and
staff benefits, the Group hopes to provide a reasonable welfare
for each qualified employee. On top of the basic remuneration,
discretionary award or bonus (in cash or other forms in kind) as
may be determined by the board of Directors of the Company may
be granted to selected employees by reference to the Group's as
well as individual's performances. Details are set out in the section
of “Directors’ Report” under the paragraph headed “Share Option
Scheme” and “Share Award Scheme”.

CHARGE ON GROUP’S ASSETS

The Group has provided the lender with certain of the Group’s
property, plant and equipment and interests in leasehold land and
buildings held for own use as collaterals for the banking facilities
granted. Details are set out in note 20 to the financial statements.

CAPITAL COMMITMENT
Details of commitments are set out in note 30 to the financial
statements.

CONTINGENT LIABILITIES
As at 31 December 2020, the Group has no material contingent
liabilities.

FINAL DIVIDEND
The Directors do not recommend any final dividend for the year
ended 31 December 2020 (2019: Nil).
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Mr. David An, aged 61, has been the Chairman and an executive
Director of the Company since July 2002. He has many years of
experience in China business particularly in the provision trading of
petroleum products and petrochemicals, properties investments and
developments in China.

Mr. Yang Dong, aged 60, has been an executive Director and
the Chief Executive Officer of the Company since July 2016. Mr.
Yang joined the Company in 2012. Prior to that, he held various
senior key positions in the subsidiaries of China Petroleum &
Chemical Corporation such as the deputy general manager in China
Petrochemical International Co. Ltd. and deputy chairman and
executive director in Sinopec Kantons Holdings Limited (Stock code:
934), the securities of which is listed on The Stock Exchange of
Hong Kong Limited (”Stock Exchange”). He has extensive experience
in international trade of petroleum and chemical commodities. Mr.
Yang graduated from Beijing Normal University with a degree in
Economics. He also holds a Master’s degree in Project Management
from University of Management and Technology.

Ms. Liu Zhijun, aged 53, has been an executive Director of the
Company since April 2006. Ms. Liu currently holds as the financial
controller, PRC of the Company, the deputy chairlady and financial
controller of Guangdong Petro-Chemicals Company Limited (“GD
Petro-Chemicals”) and Guangzhou Hans Energy Investment Ltd.
and the deputy chairlady of Dongguan Dongzhou International
Petrochemical Storage Limited (“DZ International”). Ms. Liu joined
GD Petro-Chemicals in 1997. Prior to that, she had worked in
various government departments and large State-owned enterprises,
including the Audit Office of Guangdong Province, China Travel
Service (Holdings) Hong Kong Limited, etc. She has more than 30
years of experience in financial management. Ms. Liu graduated
from Sun Yat-sen University in 1989 with a Bachelor’s degree in
Economics. Ms. Liu also holds the auditor qualification certificate of
speciality and technology issued by the Ministry of Personnel and
National Audit Office of the PRC.

Mr. Zhang Lei, aged 55, has been an executive Director of the
Company since August 2007. Mr. Zhang joined the Company
as Chief Operating Officer, PRC in 2006. He has many years
of experience in petrochemical industry. He has expertise in
petrochemical specialized technology and is familiar with financial
accounting policy and system of the PRC. Mr. Zhang also has in-
depth knowledge in large petrochemical project management. He
had served China Petrochemical Corporation and held various key
positions such as the chief financial officer of the Singapore branch,
deputy general manager and chief financial officer of the Hong
Kong branch. Mr. Zhang graduated from Dongbei University of
Finance and Economics and obtained the qualification of engineer.
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Mr. Li Wai Keung, aged 64, has been an independent non-
executive Director of the Company since July 2002. He is also
the Chairman of the Audit Committee and the Remuneration
Committee and a member of the Nomination Committee of the
Company. Mr. Li graduated from The Hong Kong Polytechnic
and holds a Master’s degree in Business Administration from The
University of East Asia. He is a fellow member of The Association
of Chartered Certified Accountants and Hong Kong Institute of
Certified Public Accountants. Mr. Li had worked for Henderson Land
Development Company Limited. He was a chief financial officer of
GDH Limited and Guangdong Holdings Limited until 31 December
2019, an executive director and company secretary of Guangdong
Land Holdings Limited (stock code: 124) until 20 February 2020 and
a non-executive director of Guangdong Investment Limited (stock
code: 270) until 28 March 2020, the securities of which are listed
on the Stock Exchange. Mr. Li is currently an independent non-
executive director of Shenzhen Investment Limited (stock code: 604),
China South City Holdings Limited (stock code: 1668) and Centenary
United Holdings Limited (stock code: 1959), the securities of which
are listed on the Stock Exchange. Apart from the abovementioned,
Mr. Li is the standing committee member of Chinese People’s
Political Consultative Conference Guangdong Provincial Committee.

Mr. Chan Chun Wai, Tony, aged 49, has been an independent
non-executive Director of the Company since May 2005. He is also
the Chairman of Nomination Committee and a member of the Audit
Committee and the Remuneration Committee of the Company.
Mr. Chan is a Certified Public Accountant and owns a certified
public accounting practice. He has extensive experience in general
assurance and business advisory services in both Hong Kong and
the PRC. Moreover, Mr. Chan has extensive experience in public
listings in Hong Kong and Singapore, mergers and acquisition as
well as corporate finance. He holds a Master’s degree in Business
Administration from the Manchester Business School. Mr. Chan is
now an independent non-executive director of Honbridge Holdings
Limited (stock code: 8137) and the joint company secretary of
Zhejiang Canguan Instrument Group Company Limited (stock code:
1743), the securities of which are listed on the Stock Exchange.
Apart from the abovementioned, he resigned as an independent
non-executive director of Wai Chun Mining Industry Group
Company Limited (stock code: 660) and Wai Chun Group Holdings
Limited (stock code: 1013) with effect from 6 November 2020, the
securities of which are listed on the Stock Exchange.
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Mr. Woo King Hang, aged 59, has been an independent non-
executive Director of the Company since 28 June 2019. He is also
a member of the Audit Committee, Remuneration Committee
and Nomination Committee. Mr. Woo has extensive experience in
financial and business management. He worked as an executive
director of Bamboos Health Care Holdings Limited (stock code:
2293) from May 2019 to July 2019. He was also a project controller
of NWS Service Management Limited from January 2019 to April
2019 and served as a financial controller from February 2006 to
June 2010 and an executive director from July 2010 to December
2018 in Hip Hing Construction Company Limited. Both companies
are the wholly owned subsidiaries of NWS Holdings Limited (stock
code: 659). Apart from the abovementioned, he has been appointed
as vice chairman and non-executive director in Centenary United
Holdings Limited (stock code: 1959) since 20 May 2020, the
securities of which are listed on the Stock Exchange. Mr. Woo is
a fellow member of the Institute of the Chartered Accountants in
England and Wales, the Royal Institution of Chartered Surveyors and
the Hong Kong Institute of Certified Public Accountants. He holds a
Master’s degree of Business Administration from Kellogg Graduate
School of Management, Northwestern University and the Hong
Kong University of Science and Technology, a Bachelor’'s degree of
Laws from Peking University and a Master’'s degree of Laws from
the City University of Hong Kong. Apart from the abovementioned
Mr. Woo is a member of the panel of assessors and the Health
Committee of the Medical Council of Hong Kong, the Chiropractors
Council, the Chinese Medicine Practitioners Board of the Chinese
Medicine Council of Hong Kong and the disciplinary committee of
the Hong Kong Institute of Certified Public Accountants. He is also
a council member of the Hong Kong Chinese Orchestra and the vice
chairman of the Hong Kong PHAB Association.
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Mr. Li Xiao Hui, aged 52, is the director and chairman of DZ
International. Mr. Li has extensive knowledge and experience in
technology and operating management of oil and petrochemicals
storage. He also holds a Master’s degree of corporate management
from Liaoning Shihua University (formerly named as #EJIE45 5t £5%).

Mr. Huang Bo Heng, aged 44, is the director and general manager
of DZ International. He graduated from Guangdong Petroleum
School (B AAEHR) in 1997. Mr. Huang has solid knowledge and
many years of experience in technology, construction project and
operating management of oil and petrochemicals storage. He is now
fully responsible for the production and safety of DZIT.

Mr. Deng Zhi Gang, aged 47, is the director and deputy general
manager of DZ International. Mr. Deng obtained a Master’'s degree
in Business Administration from University of San Francisco. He has
many years of experience in trading and marketing in the business
of storage for oil and petrochemical products.

Mr. Cui Ming, aged 64, is the chairman and general manager of
SHDY. Prior to that, Mr. Cui was the deputy general manager of
the sales department of i A{rZE /A R]. He has been engaged in
the sales of petroleum products for a long time and has extensive
experience in the sales and marketing management of petroleum
products.

Mr. Han Ming, aged 49, is the deputy general manager of SHDY.
Prior to that, Mr. Han graduated from Heilongjiang Institute of
Commerce, where he majored in oil storage and transportation
operation. Mr. Han has many years of experience in business
operation and import and export customs of cargoes.

Mr. Nie Yu Hua, aged 53, is the director and financial controller
of DZ International. Mr. Nie is an International Certified Internal
Auditor, a member of the Chinese Institute of Certificate Public
Accountants and has professional accountant qualification in
PRC. He has over 15 years financial management experiences in
large state owned enterprises, and has worked as a senior project
manager in a renowned accounting firm.
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Mr. Choy Chak Wa, Peter, aged 63, has been the Chief Financial
Officer of the Company since September 2017. Mr. Choy graduated
from The Hong Kong Polytechnic University and holds a Master’s
degree in Management from Imperial College London. He is
a fellow member of The Chartered Institute of Management
Accountants, The Association of Chartered Certified Accountants
and Hong Kong Institute of Certified Public Accountants. Mr. Choy
has held numerous executive positions across a wide spectrum of
industries including manufacturing, university education, non-profits
organisation, garment, audio-visual equipment trading, as well as
civil engineering consultancy company. Prior to joining the Company,
he held as a regional controller in Fugro Holdings (HK) Limited. He
has extensive experience in accounting and financial management
in both Hong Kong and across the Greater China Region. On top of
his professional career, Mr. Choy was awarded the Bronze Medal by
The Chartered Institute of Management Accountants to recognise
his outstanding contribution. He is currently a member of the HKSAR
Inland Revenue Department Users” Committee.

Ms. Lam Lai Wan, Bondie, aged 45, has been the Company
Secretary of the Company since February 2017. Ms. Lam joined the
Company in 2008 and is currently the financial controller of the
Company. Graduated from The Hong Kong Polytechnic University
with a Bachelor’s degree in Accountancy, she is a fellow member
of The Hong Kong Institute of Certified Public Accountants and The
Association of Chartered Certified Accountants as well as a member
of Chartered Professional Accountants of Canada. Ms. Lam has
extensive experience in accounting and financial management for
the listed companies in Hong Kong and Singapore and had worked
in numerous reputable international accounting firms.
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The Company is committed to a high standard of corporate
governance practices appropriate to the conduct and growth of its
business in compliance with the principles and code provisions (the
“Code Provisions”) set out in the corporate governance Code (the
“CG Code") contained in Appendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) (the “Listing Rules”). The board of Directors
(the “Board”) is of the view that throughout the year, the Company
has complied with the CG Code except for the deviation from Code
Provisions E.1.2 and which deviation is explained in the relevant part
of this annual report.

The Company regularly reviews its corporate governance practices
to ensure that these continue to meet the requirements of the CG
Code.

THE BOARD

Roles and Responsibilities

The Company has formalised and adopted written terms on the
division of functions reserved to the Board and delegated to the
management.

The Board provides leadership and approves strategic policies and
plans with a view to enhance shareholder interests while the day-to-
day operations of the Company are delegated to the management.

The Board reserves for its decisions all major matters of the
Company, including: approval and monitoring of all policy matters,
overall strategies and budgets, internal control and risk management
systems, material transactions (in particular those may involve
conflict of interests), financial information, appointment of Directors
and other significant financial and operational matters.

All Directors have full and timely access to all relevant information
as well as the advice and services of the company secretary of the
Company (the “Company Secretary”), with a view to ensuring
that Board procedures and all applicable rules and regulations are
followed.

Each Director is normally able to seek independent professional
advice in appropriate circumstances at the Company’s expense,
upon making request to the Board.
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The day-to-day management, administration and operation
of the Company are delegated to the chief executive and the
senior management. The delegated functions and work tasks
are periodically reviewed. Approval has to be obtained from the
Board prior to any significant transactions entered into by the
abovementioned officers.

The Board has the full support of the chief executive and the senior
management to discharge its responsibilities.

Composition

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

As at 31 December 2020, the Board comprised seven members,
including four executive Directors and three independent non-
executive Directors, as follows:

Executive Directors

Mr. David An (Chairman and Member of Remuneration Committee)
Mr. Yang Dong (Chief Executive Officer)

Ms. Liu Zhijun

Mr. Zhang Lei

Independent Non-Executive Directors (“INEDs")
Mr. Li Wai Keung (Chairman of Audit Committee and
Remuneration Committee and Member of Nomination Committee)
Mr. Chan Chun Wai, Tony (Chairman of Nomination Committee and
Member of Audit Committee and Remuneration Committee)
Mr. Woo King Hang (Member of Remuneration Committee,
Audit Committee and Nomination Committee)

None of the members of the Board is related to one another.

During the year ended 31 December 2020, the Board at all
times met the requirements of the Listing Rules relating to the
appointment of at least three INEDs with at least one INED
possessing appropriate professional qualifications, or accounting or
related financial management expertise.
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INEDs

The INEDs bring a wide range of business and financial expertise,
experiences and independent judgement to the Board. Through
active participation in Board meetings, taking the lead in managing
issues involving potential conflict of interests and serving on Board
committees, all INEDs make various contributions to the effective
direction of the Company.

The Company has received written annual confirmation from each
INED in respect of his independence pursuant to the independence
guidelines set out in Rule 3.13 of the Listing Rules. The Company
has assessed his independence and concluded that all INEDs are
independent within the definition of the Listing Rules.

Appointment and Succession Planning of Directors

The Company has established formal, considered and transparent
procedures for the appointment and succession planning of
Directors.

Under Code Provision A.4.1, the non-executive Directors should
be appointed for a specific term, subject to re-election. Each of the
INEDs has entered into an appointment letter with the Company for
a term of three years from their date of appointment.

Pursuant to the Company’s memorandum and article of association,
all Directors are subject to retirement by rotation at least once every
three years at the Company’s general meeting and any Directors
appointed by the Board to fill a casual vacancy or as an addition
to the Board shall hold office only until the next following annual
general meeting after his/her appointment and be subject to re-
election at such meeting.

Pursuant to Article 116 of the Company’s memorandum and articles
of association, Mr. Yang Dong, Ms. Liu Zhijun and Mr. Li Wai Keung
shall retire by rotation and being eligible, offer themselves for re-
election at the forthcoming annual general meeting.

Continuous Professional Development of Directors

Every newly appointed Director will receive comprehensive, formal
and tailored induction on the first occasion of his/her appointment,
so as to ensure that he/she has appropriate understanding of the
business and operations of the Company and that he/she is fully
aware of his/her responsibilities and obligations under the Listing
Rules and relevant regulatory requirements.
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Directors should participate in appropriate continuous professional
development to develop and refresh their knowledge and skills
to ensure that their contribution to the Board remains informed
and relevant. Reading material on relevant topics will be issued to
Directors where appropriate. All Directors are encouraged to attend
relevant training courses at the Company’s expenses.

Directors confirmed that they have complied with the Code Provision
A.6.5 on Directors’ training. During the year, all Directors attended
seminars, conferences and webcasts relevant to the Group's
business, operations, risk management, corporate governance,
directors’ duty and responsibilities and other relevant topics
organised by various professional institutes and bodies. In addition,
relevant reading materials on new or salient changes to laws and
regulations applicable to the Group have been provided to all
Directors for their reference and studying.

The participation by individual Directors in the continuous
professional development programme during the year ended 31
December 2020 is recorded in the table below:
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T

Attending

seminars/

conferences/

Reading webcasts

HEAE

Name of Directors EEHR BEE R 28 HLEE

Executive Directors HiTEE

Mr. David An BIESE 4 4

Mr. Yang Dong 525 v v

Ms. Liu Zhijun BIEF L+ v 4

Mr. Zhang Lei SRERSE v/ v
INEDs BUIHHTEE

Mr. Li Wai Keung FEEREE 4 4

Mr. Chan Chun Wai, Tony PR 5T A& v 4

Mr. Woo King Hang HASELAE v 4
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Board Meetings
Number of Meetings and Directors’ Attendance
Six Board meetings were held during the year ended 31 December

2020.

The individual attendance (either in person or through other
electronic means of communication) record of each director
at the meetings of the Board, the Nomination Committee, the
Remuneration Committee and the Audit Committee during the year

ended 31 December 2020 is set out below:
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NBE-F-FF+-A=+-ALE
B BEZRESE  REEET - b
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FHE S B BEMEFBNA N ) et
T

Attendance/Number of Meetings held

during the tenure of directorship

RESEHRHRE CETEBRY

Annual
Nomination Remuneration Audit General
Board Committee Committee Committee Meeting
Directors £z Ezg REZES FHEES BRZEEE RRBFAS
Executive Directors HiTEE
Mr. David An BExE
(Chairman of the Board) (EZFE21FE) 5/6 NATRER 22 NATE 0/1
Mr. Yang Dong BEEE
(Chief Executive Officer) (TR 48 6/6 NATER NAT @A NATER /1
Ms. Liu Zhijun AFXELL 6/6 NATNER N/ATNE A NATEA n
Mr. Zhang Lei RELE 6/6 N/ATEF N/AT S FB N/AT S FB 01
INEDs BUIHITEE
Mr. Li Wai Keung TREKE 6/6 11 212 33 17
Mr. Chan Chun Wai, Tony R 6/6 11 212 33 17
Mr. Woo King Hang HEE%E 6/6 11 22 33 17
Apart from regular Board meetings, the Chairman also held BEZEHIEs - FRERFEIMBIESTAE

meetings with the INEDs without the presence of executive Directors
during the year pursuant to the Code Provision A.2.7.
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Practices and Conduct of Meetings

Notices of regular Board meetings are served to all Directors at
least 14 days before the meetings. For other Board and committee
meetings, reasonable notice is generally given.

Agenda and Board papers together with all appropriate, complete
and reliable information are sent to all Directors at least 3 days
before each Board meeting or committee meeting to keep the
Directors apprised of the latest developments and financial position
of the Company and to enable them to make informed decisions.
The Board and each Director also have separate and independent
access to the senior executives whenever necessary.

The Company Secretary is responsible to take and keep minutes
of all Board meetings and committee meetings. Draft minutes are
normally circulated to Directors for comment within a reasonable
time after each meeting and the final version is open for Directors’
inspection.

According to current Board practice, any material transaction, which
involves a conflict of interests for a substantial shareholder or a
Director, will be considered and dealt with by the Board at a duly
convened Board meeting. The Company’s memorandum and articles
of association also contain provisions requiring Directors to abstain
from voting and not to be counted in the quorum at meetings
for approving transactions in which such Directors or any of their
associates have a material interest.

Company Secretary

Ms. Lam Lai Wan, Bondie is the Company Secretary. According to
Rule 3.29 of the Listing Rules, she has taken no less than 15 hours
of relevant professional training during the year ended 31 December
2020. The biographic of Ms. Lam is set out in the section headed
“Profile of Directors and Senior Management” of this annual report.
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Board Diversity Policy
The Board adopted a board diversity policy (the “Diversity Policy”)
on 29 August 2013.

All Board appointments will be based on merits, and candidates will
be considered against objective criteria, having due regard for the
benefits of diversity on the Board. Selection of candidates for Board
membership will be based on a range of diversity perspectives,
including but not limited to gender, age, experience, cultural and
educational background, expertise, skills and know-how.

The Nomination Committee will review the Diversity Policy, as
appropriate, to ensure the effectiveness of such policy.

As at the date of this report, the Board comprises seven Directors.
One of them are female, three of them are INEDs, thereby
promoting critical review and control of the management process.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code Provision A.2.1 stipulates that the roles of the Chairman and
Chief Executive Officer (the “CEO") should be separate and should
not be performed by the same individual.

The Company complies with the Code Provision A.2.1, the positions
of the Chairman and CEO are segregated and are held by Mr.
David An and Mr. Yang Dong respectively. These positions have
clearly defined separate responsibilities. Mr. David An will focus
on the overall strategic planning and business development of the
Group, whereas Mr. Yang Dong will be responsible for the overall
management, administrative functions and day-to-day business
operations of the Group.

The Company regularly reviews its corporate governance practices
to ensure that these continue to meet the requirements of the CG
Code.
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The Board has established three committees, namely, the
Nomination Committee, Remuneration Committee and Audit
Committee, for overseeing particular aspects of the Company’s
affairs. All Board committees of the Company are established with
defined written terms of reference. The terms of reference of the
Board committees are posted on the Company’s website and Hong
Kong Exchanges and Clearing Limited’s website and are available to
shareholders upon request.

The Board committees are provided with sufficient resources to
discharge their duties and, upon reasonable request, are able to
seek independent professional advice in appropriate circumstances,
at the Company’s expenses.

Nomination Committee

All the three INEDs are the members of the Nomination Committee
and Mr. Chan Chun Wai, Tony is the chairman of the Nomination
Committee.

The principal duties of the Nomination Committee include
reviewing the structure, size and composition of the Board, making
recommendations to the Board on the appointment and succession
planning of Directors, and assessment of the independence of the
INEDs.

The Nomination Committee will reference to the Board nomination
policy (the “Nomination Policy”) adopted by the Group on 21
December 2018 for selecting and recommending candidates for
directorships.

Selection Criteria

The Nomination Committee will evaluate, select and recommend
candidate(s) for directorships to the Board by giving due
consideration to criteria, having due regard to the benefits of
diversity on the Board, including but not limited to gender, age,
experience, cultural and educational background, expertise, skills and
know-how, sufficient time to effectively carry out their duties, their
services on other listed and non-listed companies should be limited
to reasonable numbers, qualifications including accomplishment
and experience in the relevant industries the Company’s business
is involved in, independence, reputation for integrity, potential
contributions that the individual(s) can bring to the Board and
commitment to enhance and maximise shareholders’ value.
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Nomination Process

The Nomination Committee will recommend to the Board for
the appointment of a Director in accordance with the following
procedures and process:

(a)

By giving due consideration to the current composition and size
of the Board, develop a list of desirable skills, perspectives and
experience at the outset to focus the search effort;

To consult any source it deems appropriate in identifying or
selecting suitable candidates, such as referrals from existing
directors, advertising, recommendations from an independent
agency firm and proposals from shareholders of the Company
with due consideration given to the criteria;

To adopt any process it deems appropriate in evaluating the
suitability of the candidates, such as interviews, background
checks, presentations and third-party reference checks;

Upon considering a candidate suitable for the directorship,
the Nomination Committee will hold a meeting and/or by
way of written resolutions to, if thought fit, approve the
recommendation to the Board for appointment;

To make the recommendation to the Board in relation to
the proposed appointment and the proposed remuneration
package;

The Board will have the final authority on determining the
selection of nominees;

In order to be eligible to be elected as Director at any general
meeting, the candidate should be recommended by the Board;
or a notice in writing by a member of the Company given
his intention to propose such candidate, and also a notice in
writing by the candidate of his willingness to be elected; and

In the context of re-appointment of retiring Directors by giving
due consideration to the overall contribution and service to
the Company of the retiring Directors including his attendance
of Board meetings and, where applicable, general meetings,
and the level of participation and performance on the Board;
and whether the retiring Director(s) continue(s) to satisfy the
criteria, thereafter recommend retiring Director(s) to the Board
for re-appointment. The Nomination Committee and/or the
Board shall then make recommendation to shareholders in
respect of the proposed re-election of Director at the general
meeting.
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The Nomination Committee met once during the year ended
31 December 2020 to (i) ensure that the Board has a balance of
expertise, skills and experience appropriate to meet the requirements
of the business of the Company; and (ii) review and recommend
the re-appointment of Directors standing for re-election at the
Company’s 2020 annual general meeting.

Remuneration Committee

The Chairman of the Board and all three INEDs are the members of
the Remuneration Committee and Mr. Li Wai Keung is the chairman
of the Remuneration Committee.

The primary objectives of the Remuneration Committee include
reviewing and making recommendations to the Board on the
remuneration packages and the remuneration policy and structure
for all individual Directors and senior management; and establishing
transparent procedures for developing such remuneration policy
and structure to ensure that no Director or any of his/her associates
will participate in deciding his/her own remuneration, which
remuneration will be determined by reference to the performance
of the individual and the Company as well as market practice and
conditions.

The human resources department is responsible for collection
and administration of the human resources data and making
recommendations to the Remuneration Committee for
consideration. The Remuneration Committee consults the Chairman
and/or the CEO of the Company about these recommendations on
remuneration policy, structure and remuneration packages.

The Remuneration Committee convened two meetings during
the year ended 31 December 2020 to review and make
recommendations to the Board on the remuneration packages of
the executive Directors during the year ended 31 December 2020.
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Audit Committee

The Audit Committee comprises all three INEDs (all of them possess
the appropriate professional qualifications or accounting or related
financial management expertise) and Mr. Li Wai Keung is the
chairman of the Audit Committee. None of the members of the
Audit Committee is a former partner of the Company’s existing
external auditors.

The main duties of the Audit Committee include the following:

(@) To review the financial statements and reports and consider any
significant or unusual items before submission to the Board;

(b) To review the relationship with the external auditors by
reference to the work performed by the auditors, their fees and
terms of engagement, and make recommendation to the Board
on the appointment, reappointment and removal of external
auditors;

(c) To review the Company’s financial reporting system, risk
management and internal control systems;

(d) To review the effectiveness of the Company’s risk management
and internal control measures, including the functions of
account and financial reporting, reviewing the adequacy of the
Group's human resources, staff qualifications and experiences,
training programmes and budget of the Company’s accounting
and financial reporting functions; and

(e) To review arrangements by which employees of the Company
may, in confidence, raise concerns about possible improprieties
in financial reporting, internal control or other matters.

The Audit Committee is provided with sufficient resources to
discharge its duties and has access to independent professional
advice if considers necessary.

The Audit Committee held three meetings during the year ended
31 December 2020 to (i) review audited annual financial results
for the year ended 31 December 2019 and unaudited interim
financial results for the six months ended 30 June 2020; (ii) review
financial reporting, risk management and internal control and
compliance procedures; and (iii) review the scope of work and make
recommendations on the appointment of the auditors.

There is no material uncertainty relating to events or conditions that
may cast significant doubt on the Company’s ability to continue as a
going concern.
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Corporate Governance Functions
The Board is responsible for performing the functions set out in the
Code Provision D.3.1.

During the year ended 31 December 2020, the Board reviewed
and monitored the Company’s policies and practices on corporate
governance, training and continuous professional development of
directors and reviewing the Company’s compliance with the code
and disclosure in this annual report.

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

Specific enquiry has been made to all Directors and all of them have
confirmed that they have fully complied with the Model Code and
there was no event of non-compliance throughout the year ended
31 December 2020.

The Company has also established written guidelines on terms
no less exacting than the Model Code (the “Employees Written
Guidelines”) for securities transactions by employees who are likely
to possess inside information of the Company.

No incident of non-compliance of the Employees Written Guidelines
by the employees was noted by the Company throughout the year
ended 31 December 2020.

Responsibilities in respect of the Financial Statements and
Auditors’ Remuneration

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports,
announcements and other financial disclosures required under the
Listing Rules and other regulatory requirements.

The Directors acknowledge their responsibility for preparing

the financial statements of the Company for the year ended 31
December 2020.
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The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements is set out in the
“Independent Auditor’s Report” on pages 92 to 99.

The remuneration paid to the external auditors of the Company
in respect of audit services and non-audit services for the year
ended 31 December 2020 was set out in note 5(c) to the financial
statements.

Risk Management and Internal Controls

Responsibility

The Company has maintained an internal control system and
its implementation has been considered effective by the Audit
Committee and the Board. In addition, the Audit Committee has
communicated with external auditors of the Company to understand
if there is any material control deficiency. Nevertheless, the Company
will review the need for an internal audit function on an annual
basis.

The Board is responsible for maintaining an adequate risk
management and internal control system and has overall
responsibility for reviewing and maintaining an adequate and
effective risk management and internal control systems to safeguard
the interests of the shareholders and the assets of the Company and
reviewing its effectiveness on an annual basis.

The Company has maintained a tailored governance structure
with defined lines of responsibility and appropriate delegation of
responsibility and authority to the senior management.

Risk Management and Internal Control Framework

The Group’s risk management framework adapts an integrated
bottom-up and top-down risk review process. The top-down risk
review process covers overseeing, identification, assessment and
mitigation of risk at corporate level while the bottom-up risk review
process covers identification, assessment and mitigation of risk
at business unit level and across functional areas. The integrated
risk review process is to enable comprehensive identification and
prioritization of all material risks throughout the Group, escalation
of material risks at the right managerial level, effective risk dialogue
among the management, and proper oversight of risk mitigation
efforts.
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The Group’s internal control framework, covering all material
controls including financial, operational and compliance controls
is established. The internal control framework also provides for
identification and management of risk.

The management is accountable to the Board for operating and
monitoring the system of internal control and for providing assurance
to the Board that it has done so. The Board forms its own view on
effectiveness after due and careful enquiry based on the information
and assurances provided to it.

The Company improves its business and operational activities by
identifying the areas of significant business risks via a regular review
and taking appropriate measures to control and mitigate these risks.
The management of the Company reviews all significant control
policies and procedures and highlights all significant matters to the
Board and Audit Committee.

Review of Risk Management and Internal Controls Effectiveness
During the year under review, the Group has performed the risk
management and internal control review of the Group. The Board
and the Audit Committee have reviewed the effectiveness of the
Group's system of internal controls on all major operations and
considered the Group’s internal control system is designed to
provide reasonable assurance, thereby minimizing risks and allowing
the Group's business objectives to be achieved optimally. The Board
and the Audit Committee considered that the risk management and
internal control system was operating effectively during the year.

To safeguard the interests and rights of shareholders, a separate
resolution is proposed for each substantially separate issue at
shareholder meetings, including the election of individual directors.
All resolutions proposed at the shareholders’ meetings are voted by
poll pursuant to the Listing Rules. The poll results are also posted on
the websites of the Stock Exchange and the Company immediately
after the relevant shareholders’ meetings.
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Corporate Governance Report
EERRSE

Convening an Extraordinary General Meeting by Shareholders
Pursuant to Article 72 of the Company’s memorandum and articles
of association, general meetings shall be convened on the written
requisition of any two or more members of the Company deposited
at the principal place of business of the Company in Hong Kong
or, in the event that the Company ceases to have such a principal
place of business, the registered office specifying the objects of
the meeting and signed by the requisitionists, provided that such
requisitionists held as at the date of deposit of the requisition not
less than one-tenth of the paid up capital of the Company which
carries the right of voting at general meetings of the Company.

If the Board does not within 21 days from the date of deposit of the
requisition proceed duly to convene the meeting, the requisitionists
themselves or any of them representing more than one-half of the
total voting rights of all of them, may convene the extraordinary
general meeting in the same manner, as nearly as possible, as that
in which meetings may be convened by the Board provided that
any meeting so convened shall not be held after the expiration of
three months from the date of deposit of the requisition, and all
reasonable expenses incurred by the requisitionists as a result of the
failure of the Board shall be reimbursed to them by the Company.

Putting Forward Proposals at General Meetings

There are no provisions in the Company’s memorandum and
articles of association or the Cayman Islands Companies Law
for shareholders to move new resolutions at general meetings.
Shareholders who wish to move a resolution may request the
Company to convene a general meeting in accordance with the
procedures set out in the preceding paragraph.

As regards proposing a person for election as a Director, please refer
to the procedures posted on the Company’s website.

Putting Forward Enquiries to the Board
For putting forward any enquiries to the Board, shareholders may
send written enquiries to the Company.

Note: The Company will not normally deal with verbal or anonymous
enquiries.
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Contact Details
Shareholders may send their enquiries or requests as mentioned
above to the following:

Address:  Unit 2608, 26th Floor, Harbour Centre, 25 Harbour Road,
Wanchai, Hong Kong
(For the attention of the Company Secretary)

Email: info@hansenergy.com.hk

The Group has set out the procedures and internal controls for
handling and dissemination of inside information in order to compile
with Code Provision C.2.4(e).

There are guidelines to the Directors, officers and all relevant
employees of the Group to ensure proper safeguards exist to prevent
the Company from breaching the statutory disclosure requirements.
It also includes appropriate internal control and reporting systems to
identify and assess potential inside information.

Key procedures in place include:

e define the requirements of periodic financial and operational
reporting to the Board and Company Secretary to enable them
to assess inside information and make timely disclosures, if
necessary;,

e controls the access to inside information by employees on a
need-to-know basis, and safeguarding the confidentiality of the
inside information before it is properly disclosed to public; and

e procedures of communicating with the Group’s stakeholders,
including shareholders, investors, analysts, etc. in ways which
are in compliance with the Listing Rules.

The Group has also established and implemented procedures to
handle enquiries from external parties related to the market rumours
and other Group’s affairs.

To avoid uneven dissemination of inside information, the
dissemination of inside information of the Company shall be
conducted by publishing the relevant information on the Stock
Exchange’s website and the Company’s website.
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The shareholders’” meetings of the Company provide an opportunity
for communication between the shareholders and the Board.
The Chairman of the Board, all INEDs, and the chairmen of all
Board committees (or their delegates) and where applicable, the
independent Board committee, are available at the general meetings
to meet shareholders and answer their enquiries.

Under the Code Provision E.1.2, the chairman of the Board should
attend the annual general meeting. The Chairman and some of the
Directors were unable to attend the last annual general meeting
held on 21 May 2020 due to business engagement. They will use
their best endeavour to attend all future shareholders’ meetings of
the Company.

During the year, the Company has not made any changes to its
memorandum and articles of association. The Company places great
emphasis to enhance communications and relationships with its
investors as the Company’s policy to maintain timely and effective
communications with their shareholders. This is crucial aspect of
good corporate governance, and part of the statutory and regulatory
regime. Designated senior management maintains regular dialogue
with existing shareholders and potential institutional investors and
analysts to keep them abreast of the Company’s developments.
Enquiries from investors are dealt with in an informative and timely
manner.

To promote effective communication, the Company also maintains a
website at www.hansenergy.com, where extensive information and
updates on the Company’s business developments and operations,
financial information, corporate governance practices and other
information are posted.
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Directors’ Report

ESHRE

The Board is hereby presented to present the annual report and the
audited financial statements of the Group for the year ended 31
December 2020.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its principal subsidiaries are set out in note 16 to the
financial statements.

Save for the operating filling stations commenced during the year,
there were no significant changes in the nature of the Group's
principal activities during the year.

BUSINESS REVIEW

Details of business review as required by Schedule 5 to the Hong
Kong Companies Ordinance, including a discussion of the principal
risks and uncertainties facing the Group's business are set out in the
section headed “Management Discussion and Analysis” from pages
4 to 17 of this annual report.

DIVIDEND POLICY

The Board adopted a dividend policy (the “Dividend Policy”) on
21 December 2018. According to the Dividend Policy, in deciding
whether to propose any dividend payout, the Board shall also take
into account, inter alia:

the Group'’s actual and expected financial performance;
° shareholders’ interests;

e retained earnings and distributable reserves of the Company
and each of the other members of the Group;

e the level of the Group’s debts to equity ratio, return on equity
and financial covenants to which the Group is subject;
e possible effects on the Group's creditworthiness;

e any restrictions on payment of dividends that may be imposed
by the Group’s lenders;

e the Group's expected working capital requirements and future
expansion plans;

e liquidity position and future commitments at the time of
declaration of dividend;
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e  taxation considerations;
e  statutory and regulatory restrictions;
e general business conditions and strategies;

e general economic conditions, business cycle of the Group’s
business and other internal or external factors that may have an
impact on the business or financial performance and position
of the Company; and

e other factors that the Board deems appropriate.

The Company will continually review the Dividend Policy and
reserves the right in its sole and absolute discretion to update,
amend and/or modify the Policy at any time, and the Dividend Policy
shall in no way constitute a legally binding commitment by the
Company that dividends will be paid in any particular amount and/
or in no way obligate the Company to declare a dividend at any time
or from time to time.

The results of the Group for the year ended 31 December 2020 are
set out in the consolidated income statement on page 100.

Taking into account of the cash requirement for the repayment of
bank loan of the Group and its business development, the Directors
do not recommend the payment of a final dividend for the year
ended 31 December 2020 (2019: Nil).

The amounts and particulars of material transfers to and from
reserves of the Group and of the Company during the year are set
out on the consolidated statement of changes in equity and in note
26 to the financial statements.

At 31 December 2020, the Company’s reserve available for
distribution represented the share premium and accumulated losses
(net of treasury shares held under the share award scheme) which
in aggregate amounted to approximately HK$649 million (2019:
approximately HK$602.0 million).
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GROUP FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 212. This
summary does not form part of the audited consolidated financial
statements of the Group.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during the
year ended 31 December 2020 are set out in note 10 to the financial
statements.

SHARE CAPITAL

Details of movement in share capital of the Company during the
year, together with the reasons thereof, are set out in note 26 to the
financial statements.

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

Executive Directors

Mr. David An (Chairman)

Mr. Yang Dong (Chief Executive Officer)
Ms. Liu Zhijun

Mr. Zhang Lei

Independent non-executive Directors
Mr. Li Wai Keung

Mr. Chan Chun Wai, Tony

Mr. Woo King Hang

Pursuant to Article 116 of the Company’s memorandum and articles
of association, Mr. Yang Dong, Ms. Liu Zhijun and Mr. Li Wai Keung
shall retire by rotation and being eligible, offer themselves for re-
election at the forthcoming annual general meeting.

The Directors’ biographical details are set out in the section headed
"Profile of Directors and Senior Management” in this annual report.

DIRECTORS OF SUBSIDIARIES

A list of directors who have served in the board of the Company’s
subsidiaries during the year ended 31 December 2020 and up to the
date of this annual report is kept at the Company’s registered office
and is available for inspection by the members of the Company
during the business hours.
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DIRECTORS’ SERVICE CONTRACTS AND APPOINTMENT LETTERS
Each of our executive Directors has entered into a service contract
with the Company for a term of twelve months which shall continue
thereafter unless and until either party serves the termination notice
by giving not less than three months” written notice to the other.

Each of the INEDs has entered into an appointment letter with the
Company for a term of three years commencing from their date
of appointment, which can be terminated by either party giving
not less than one month notice in writing to the other party. Each
of the INEDs is subject to the provisions for retirement by rotation
and re-election at the AGM in accordance with the Company’s
memorandum and articles of association. The term of office of each
of the INEDs is the period up to his retirement as required by the
Company’s memorandum and articles of association.

Save as disclosed above, none of the Directors being proposed for
re-election at the forthcoming annual general meeting has a service
contract with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of
compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year ended 31 December 2020 and up to the date of this
annual report, no Directors are considered to have interests, either
directly or indirectly, in a business which competes or is likely to
compete with the businesses of the Group, as defined in the Listing
Rules.

PERMITTED INDEMNITY PROVISIONS

A permitted indemnity provision (as defined in section 469 of the
Hong Kong Companies Ordinance) for the benefit of the Directors
of the Company is currently in force and was in force throughout
this year. In addition, the Company has taken out and kept in force
appropriate Directors’ and officers’ liability insurance coverage for
the Directors and officers of the Company and its subsidiaries.
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY

As at 31 December 2020, the interests and short positions of
Directors and chief executives in the shares, underlying shares
and debentures of the Company and their associates or any of
its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")) which have been
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO, or which were recorded in
the register required to be kept pursuant to Section 352 of the SFO
or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code set out in Appendix 10 of the Listing
Rules were as follows:

Long positions in shares and underlying shares of the Company:
Ordinary shares of HK$0.10 each of the Company
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Mr. David An Founder of a discretionary trust 2,548,203,980 64.40%
EE FREEFEIIBA (Note #f2)

Beneficial owner 218,390,000 5.52%
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Note: Mr. David An (“Mr. An") was taken to be interested in those shares by
virtue of being a founder of a discretionary trust. Those shares are held
directly as to 209,773,980 shares by Extreme Wise Investments Ltd.
("Extreme Wise") and 2,338,430,000 shares by Vand Petro-Chemicals
(BVI) Company Ltd. (“Vand Petro-Chemicals”). Both companies are
wholly-owned by Julius Baer Family Office & Trust Ltd. (“Julius Baer")
which is a trustee of the discretionary trust. By virtue of the SFO, Mr.
An is deemed to be interested in the 2,548,203,980 shares.

On 23 December 2020, 243,763,800 options carrying the rights to
subscribe for 243,763,800 shares were granted to Mr. An under the
Share Option Scheme of the Company adopted on 28 December 2012
subject to the independent shareholders’ approval at an extraordinary
general meeting of the Company held on 25 January 2021 (the
"EGM"). Such grant was approved by the independent shareholders
at the EGM. Details of Mr. An’s and other Directors’ interests in the
share options granted by the Company are set out in the section
headed “Share Option Scheme” of this report.
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Save as disclosed above, as at 31 December 2020, none of the
Directors and chief executives of the Company had any interests
or short positions in the shares, underlying shares or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which would have to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions), or which
were recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or which are required, pursuant
to the Model Code, to be notified to the Company and the Stock
Exchange.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
Apart from as disclosed under the paragraph headed “Directors’ and
Chief executives’ Interests and Short Positions in Shares, Underlying
Shares and Debentures of the Company”, “Share Option Scheme”
and “Share Award Scheme”, at no time during the year ended 31
December 2020 were rights to acquire benefits by means of the
acquisition of shares in or debts securities (including debentures) of
the Company granted to any Director or their respective spouses or
children under he age of 18, or were any such rights exercised by
them; or was the Company, or any of the Company’s subsidiary, or
holding company or a subsidiary of the Company’s holding company
a party to any arrangements to enable the Directors to acquire such
rights in any other body corporate.

DIRECTORS’ INTEREST IN SIGNIFICANT CONTRACTS

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

MANAGEMENT CONTRACTS

As at 31 December 2020, the Company did not enter into or have
any management and administration contracts in respect of the
whole or any principal business of the Company.

CONNECTED AND RELATED PARTY TRANSACTIONS

There were no transactions which were required to be disclosed as
connected and related party transactions in accordance with the
requirements of the Listing Rules.

CONFIRMATION OF INDEPENDENCE OF INEDs

The Company had received from each of the INEDs the annual
written confirmation of his independence pursuant to the rule
3.13 of the Listing Rules and the Company considers all INEDs are
independent.
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CORPORATE GOVERNANCE

Details of the Company’s corporate governance practices are set
out in the section headed “Corporate Governance Report” of this
annual report.

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

As at 31 December 2020, shareholders (other than Directors or
chief executives of the Company) who had, or were deemed to
have interests or short positions in the shares, underlying shares
and debentures of the Company which have been disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO, or which were recorded in the register of interests required
to be kept by the Company under Section 336 of the SFO were as
follows:

Long positions in shares and underlying shares of the
Company:
Ordinary shares of HK$0.10 each of the Company
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Number share capital

Name of shareholders of shares of the Company
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Mr. An B %5 & (Note A1) 2,766,593,980 69.92%
Julius Baer 2,548,203,980 64.40%
Vand Petro-Chemicals 2,338,430,000 59.10%
Extreme Wise 209,773,980 5.30%

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

On 23 December 2020, 243,763,800 options carrying the rights to
subscribe for 243,763,800 shares were granted to Mr. An under the
Share Option Scheme of the Company adopted on 28 December 2012
subject to the independent shareholders’ approval at the EGM. Such
grant was approved by the independent shareholders at the EGM on
25 January 2021.
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Save as disclosed above, as at 31 December 2020, the Company has
not been notified by any persons (other than Directors or the chief
executives of the Company) who had interests or short positions in
the shares or underlying shares of the Company which would fall
to be disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of the SFO.

During the year, apart from the “Share Option Scheme” and “Share
Award Scheme” of the Company as disclosed below, no equity-
linked agreement that will or may result in the Company issuing
shares or that require the Company to enter into any agreements
that will or may result in the Company issuing shares were entered
into by the Company during the year or subsisted at the end of the
year are set out below:

Share Option Scheme

Pursuant to an ordinary resolution passed on 28 December 2012,
the Company adopted a Share Option Scheme (the “Share Option
Scheme”) in place of the old share option scheme. The summary of
the Share Option Scheme is stated as follows:

1.  Purpose:
The purpose of the Share Option Scheme is to enable the
Company to recruit and retain high-caliber employees and
attract resources that are available to the Group and to provide
the Company with a means of giving incentive to, rewarding,
remunerating, compensating and/or providing benefits to such
persons who contribute or may bring benefit to the Group.

2. Participants:
Under the Share Option Scheme, the Board may at their
discretion grant options to any eligible participant including any
Director, employee and senior management of the Company or
any subsidiaries from time to time to subscribe for the shares of
the Company (the “shares”).

3. Total number of shares available for issue under the

Share Option Scheme and percentage of issued share
capital:
The maximum number of shares in respect to which options
may be granted under the Share Option Scheme is 373,263,800
shares, being 10% of the issued share capital of the Company
on the date of adopting the Share Option Scheme. The limit
may be refreshed at any time provided that the new limit must
not be in aggregate exceed 10% of the issued share capital of
the Company as at the date of the shareholders’ approval in
general meeting. However, total number of shares which may
be issued upon exercise of all outstanding options granted and
yet to be exercised under the Share Option Scheme and any
other scheme of the Company must not in aggregate exceed
30% of the shares in issue from time to time.
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On 30 August 2018, the Company had granted 127,500,000
options carrying the rights to subscribe for an aggregate of
127,500,000 shares, of which 3,000,000 options had been
lapsed, 2,000,000 options had been forfeited, 49,000,000
options have been exercised by the relevant grantees on 30
October 2020 respectively, with 73,500,000 options remain
outstanding.

On 23 December 2020, the Company granted 5,000,000
options carrying the rights to subscribe for 5,000,000 shares
to Mr. Zhang Lei ("Mr. Zhang”), an executive Director of the
Company and 243,763,800 options carrying the rights to
subscribe for 243,763,800 shares to Mr. An, the chairman of
the Board, an executive Director and a substantial shareholder
of the Company. The said grant of options to Mr. An was
subject to the approval by the independent shareholders at the
EGM. Upon the completion of the grant of the options to and
acceptance thereof by the grantees, the Company had utilised
100% of the existing maximum number of shares available
for issue under the Share Option Scheme. Accordingly, the
Company has sought the approval by its shareholders for the
refreshment of the Share Option Scheme mandate limit at the
EGM.

On 25 January 2021, the independent shareholders of the
Company have approved the said grant of 243,763,800 options
carrying the rights to subscribe for a total of 243,763,800
shares to Mr. An and the refreshment of the Share Option
Scheme Mandate Limit was approved by the Company’s
shareholders at the EGM.

As at 31 December 2020, the maximum number of shares
available for issue pursuant to the Share Option Scheme were
243,763,800 shares, representing approximately 6.16% of
the issued share capital of the Company. Immediately after
the EGM, the maximum number of shares available for issue
pursuant to the Share Option Scheme under the refreshed
Scheme Mandate Limit were 395,663,800, being 10% of the
total number of issued shares as at the date of passing the
resolution approving the said refreshment at the EGM.
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Maximum entitlement of each participant:

The maximum number of shares in respect of which options
may be granted to any individual in any 12-month period
shall not exceed 1% of the shares in issue on the last date of
such 12-month period unless approval of the shareholders
of the Company has been obtained in accordance with the
Listing Rules. Options granted to substantial shareholders or
independent non-executive Directors in excess of 0.1% of the
issued share capital of the Company or with a value in excess
of HK$5 million in the 12-month period must be approved in
advance by the shareholders of the Company.

The periods within which the shares must be taken up
under an option:

Subject to the Share Option Scheme, the share options
may be exercised at any time during the exercise period. All
options granted prior to the termination of the Share Option
Scheme and not then exercised shall continue to be valid and
exercisable subject to and in accordance with terms of the
Share Option Scheme.

The minimum period for which an option must be held
before it can be exercised:

Options may be exercised at any time from date of grant of the
share option to the 10th anniversary of the date of grant as
may be determined by the Directors.

The amount payable on application or acceptance of the
option and the period within which payments of calls
must or may be made or loans for such purpose must be
paid:

Options granted must be taken up within 21 days of the date
of grant, upon payment of HK$1 per option.

The basis of determining the exercise price:

The exercise price is determined by the Directors, provided that
it shall be at least the higher of: (i) the closing price per share
as stated in the daily quotation sheets of the Stock Exchange
on the date of the grant of the share options; (ii) the average
closing price per share as stated in the daily quotation sheets
of the Stock Exchange for the five business days immediately
preceding the date of the grant of the options; and (iii) the
nominal value of a share.
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The remaining life:

The Share Option Scheme remains in force for a period of
10 years from adoption of such scheme and expires on 27
December 2022.

Details of the movements of the share options during the year
ended 31 December 2020 are set as below:

9. FgRHEA :
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During the year
Exercise Qutstanding A Qutstanding at
Date of Exercise price at 1 January Cancelled/ 31 December
Eligible person grant period HKS  Note 20 Granted Exercised [apsed 2020
2E e
f1iE -A-A +ZR=1+-H
REBAL RiEs Ay B ME EAOR BRH Bk BEE/AR HAOR
Executive Directors ~ #{7EE
Mr. Yang Dong LS 3000872018 300082019-29/082028  0.36 20,000,000 - - - 20,000,000
s, Liu Zhijun UrEnt 3000872018 300082019-29/08208  0.236 18,000,000 - - - 18,000,000
Mr. Zhang Rk 300082018 300082019-29/08208  0.236 18,000,000 - (18,000,000 - -
8122000 231202020-2212205 0400 1 - 5,000,000 - - 5,000,000
Independent non- BukyEs
executive Directors
W Li Wai Keung FEBEE 30082018 30082019-2908208 0236 3,000,000 - - - 3000000
Mr. Chan Chun Wai, Tony -~ BIRE 4 30/0872018  300082019-29/0812028 0.236 3,000,000 - - - 3,000,000
62,000,000 5,000,000 (18,000,000) - 49,000,000
Employees ] 30/082018  300082019-29/0812028 0.236 60,500,000 - (31,000,000 - 29,500,000
122,500,000 5,000,000 (49,000,000} - 78,500,000
Note: Bf3E
1. 5,000,000 options carrying the rights to subscribe for 5,000,000 shares 1. 5,000,00017 75 # %1 7] 52 #% 5,000,000 f%
were granted to Mr. Zhang on 23 December 2020. The exercise price BPHERER_Z_TF+_A-+=
of each option is HK$0.400 per share. The options shall be vested and HEsREERE - BHOBRENITEER
exercisable from 23 December 2020 to 22 December 2025. TAR0.400% T - ZEBBREBNR - =
THE+-_A=-+=RE-T-HF+=A
—t-EBBRATFIE -
2. On 23 December 2020, the Company granted 243,763,800 options 2. RZZ_ZTF+_A=+=H - KRRIMA
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carrying the rights to subscribe for 243,763,800 shares were granted to
Mr. An subject to the independent shareholders’ approval at the EGM.
The independent shareholders approved the said grant of share options
at the EGM. The exercise price of each option is HK$0.400 per share.
The options shall be vested and exercisable from 25 January 2021 to
22 December 2025.
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During the year ended 31 December 2020, 5,000,000 options
carrying the rights to subscribe for 5,000,000 shares was granted
to Mr. Zhang. 243,763,800 options carrying the rights to subscribe
for 243,763,800 shares was granted to Mr. An subject to the
independent shareholders’ approval at the EGM which was
approved by the independent shareholders at the EGM on 25
January 2021. During the year, a total of 49,000,000 share options
have been exercised by the grantees and no share option was
cancelled or lapsed by the relevant grantees. As at 31 December
2020, the number of share options outstanding under the Share
Option Scheme was 78,500,000 (31 December 2019: 122,500,000).
Immediately after the EGM, the Company had 322,263,800 share
options outstanding.

Share Award Scheme

The Company has adopted a share award scheme (the “Share
Award Scheme”) on 15 April 2019 (the “Adoption Date”). The
summary of the Share Award Scheme is stated as follows:

1.  Purpose:
The purpose of the Share Award Scheme is to retain
participants and to encourage them to make contributions to
the growth and development of the Group.

2. Participants:
Pursuant to the rules of the Share Award Scheme (the “Scheme
Rules”), the Board may grant an award to anyone (other than
any excluded participant) who is an employee, Director, or
consultant of any member of the Group.

3. Administration:

The Share Award Scheme is subject to the administration of
the Board in accordance with the Scheme Rules. The Board has
a discretion to determine the terms of the award. The Board
may engage one or more trustees in the process of granting,
administrating and/or vesting any awards, and the Board may
at its discretion delegate such powers and/or functions relating
to the administration of the Share Award Scheme to the trustee
as the Board thinks fit.
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Duration:
The Share Award Scheme will terminate on the 10th anniversary
of the Adoption Date or such earlier date as the Board may
determine.

Maximum limits:

The number of shares which may be held by the trust at any
one time (taken together with all unvested awarded shares
granted under the Scheme Rules) shall not be more than 5% of
total numbers of issued shares (i.e. 197,831,900 shares) at the
date of grant of the award.

Operation:

The Board may, from time to time remit funds to the trustee
for the purposes of the Share Award Scheme, and such money
will form part of the trust fund. The Board may instruct the
trustee to purchase the number of shares underlying the award
from the open market (either on-market or off-market) and the
trustee shall hold such shares on trust for the participants until
they are vested in accordance with the Scheme Rules.

Vesting:

The Board has a discretion to determine the terms of the
award, including the grantor of the award, the number of
shares subject to the award, the vesting conditions, the date
when the award will vest, and whether the award will carry
rights to dividends paid between the date of the award and the
vesting date.

During the year ended 31 December 2020, no share awards have
been granted under the Share Award Scheme.
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During the year ended 31 December 2020, the percentage of the
aggregate turnover attributable to the Group's five largest customers
comprised approximately 67.7% (2019: approximately 55.6%)
of the Group's total turnover and the percentage of the turnover
attributable to the Group’s largest customer were approximately
29.6% (2019: approximately 14.3%) of the Group's total turnover.
The percentage of the aggregate purchases attributable to the
Group's five largest suppliers comprised approximately 44.3%
(2019: approximately 80.2%) of the Group's total purchases and
the percentage of the purchases attributable to the Group's largest
supplier were approximately 12.7% (2019: approximately 18.8%) of
the Group’s total purchases.

Saved as disclosed above, none of the Directors, their close associates
or any shareholder which, to the knowledge of the Directors, owned
more than 5% of the Company’s issued share capital had any
interest in the share capital of any of the five largest customers or
suppliers of the Group.

As at 31 December 2020, the Group had banking facilities which
were secured by certain of the Group's property, plant and
equipment and interests in land and buildings held for own use
under operating leases. Details of Group’s bank loans during the
year are set out in note 20 to the financial statements of this annual
report.

There is no provision for pre-emptive rights under the Company’s
memorandum and articles of association or the laws of the Cayman
Islands which would oblige the Company to offer new shares on a
pro-rata basis to the existing shareholders.

Details of the emolument policy for the employees of the Group as
at 31 December 2020 are set out in the section of “Management
Discussion and Analysis” of this annual report on page 17.
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DIRECTORS' EMOLUMENTS AND FIVE HIGHEST PAID
INDIVIDUALS

Details of the emoluments of the Directors and the five highest paid
individuals of the Group as required to be disclosed pursuant to
Appendix 16 to the Listing Rules are set out in note 7 and 8 to the
financial statements of this annual report, respectively.

RETIREMENT BENEFITS PLANS

Details of retirement benefits plans of the Group as at 31 December
2020 are set out in note 24 to the financial statements of this
annual report.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'’S LISTED
SECURITIES

Except as disclosed in elsewhere in this annual report, during the
year ended 31 December 2020, neither the Company nor any of
its subsidiaries purchased, redeemed or sold any of the Company’s
listed securities.

PUBLIC FLOAT

During the year ended 31 December 2020, based on the information
that is publicly available to the Company and within the knowledge
of the Directors, the Company has maintained the prescribed public
float under the Listing Rules.

LITIGATION

As at 31 December 2020, there were no material contingent
liabilities in respect of outstanding litigation or legal proceedings
that need to be disclosed.

RISKS AND UNCERTAINTIES

Safety and Environment

Since the products handled by terminals are hazardous, safety and
environment protection measures and equipment are regarded
as the most vital and critical importance to the success of the
Group. The Group is committed to the long-term sustainability
of the environment and communities in which it operates. As a
responsible corporation, to the best knowledge of the Directors of
the Company, the Group has complied with all relevant laws and
regulations regarding environmental protection during the year
ended 31 December 2020. For the financial risk management,
please refer to the note 28 to the financial statements of this annual
report.
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COMPLIANCE WITH THE RELEVANT LAWS AND REGULATIONS
The Group recognises the importance of compliance with regulatory
requirements and the risk of non-compliance with the applicable
rules and regulations. To the best knowledge of the Directors of
the Company, the Group has complied in material respects with
the relevant laws and regulations that have a significant impact on
the business and operation of the Group during the year ended 31
December 2020.

RELATIONSHIP WITH SUPPLIERS, CUSTOMERS AND OTHER
STAKEHOLDERS

The Group understands the success of the Group’s business depends
on the support from its key stakeholders, including employees,
customers, suppliers, banks, regulators and shareholders. The Group
will continue to ensure effective communication and maintain good
relationship with each of its key stakeholders.

AUDITORS

KPMG retire and, being eligible, offer themselves for re-appointment.
A resolution for the re-appointment of KPMG as auditor of the
Company is to be proposed at the forthcoming annual general
meeting. The Company has not changed its external auditor in any
of the preceding three years.

By order of the Board

Yang Dong

Chief Executive Officer and Executive Director
Hong Kong, 29 March 2021
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ABOUT THIS REPORT

Hans Energy Company Limited (the “Company”), together with its
subsidiaries (the “Group”), is pleased to present this Environmental,
Social and Governance Report (the “Report”) to provide an
overview of the Group’s management on significant issues affecting
the operation, and the performance of the Group in terms of
environmental and social aspects.

Preparation Basis and Scope

This Report is prepared in accordance with Appendix 27 to the
rules governing the listing of securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”) —
“Environmental, Social and Governance Reporting Guide” and has
complied with “comply or explain” provision in the Listing Rules.

This Report summarises the performance of the Group in respect of
corporate social responsibility, covering its operating activities which
are considered as material by the Group - (i) trading of oil and
petrochemical products and operating of a filling station (the “trading
and retail business”), and, (ii) offering value-added services in its
own ports and storage tank farms (the “terminal storage business”)
in the People’s Republic of China (the “PRC"). With the aim to
optimise and improve the disclosure requirements in the Report, the
Group has taken initiative to formulate policies, record relevant data
as well as implement and monitor measures.

Reporting Period
This Report demonstrates our sustainability initiatives during the
reporting period from 1 January 2020 to 31 December 2020.

Contact Information

The Group welcomes your feedback on this Report for
our sustainability initiatives. Please contact us by email to
info@hansenergy.com.hk.
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STAKEHOLDER ENGAGEMENT AND MATERIALITY
ASSESSMENT

The Group understands the success of the Group’s business depends
on the support from its key stakeholders, who (a) have invested
or will invest in the Group; (b) have the ability to influence the
outcomes within the Group; and (c) are interested in or affected by
or have the potential to be affected by the impact of the Group’s
activities, products, services and relationships. It allows the Group
to understand risks and opportunities. The Group will continue to
ensure effective communication and maintain good relationship
with each of its key stakeholders.

Stakeholders are prioritised from time to time in view of the Group’s
roles and duties, strategic plan and business initiatives. The Group
engages with its stakeholders to develop mutually beneficial
relationships and to seek their views on its business proposals and
initiatives as well as to promote sustainability in the marketplace,
workplace, community and environment.

The Group acknowledges the importance of intelligence gained
from the stakeholders’ insights, inquiries and continuous interest
in the Group’s business activities. The Group has identified key
stakeholders that are important to our business and established
various channels for communication. The following table provides an
overview of the Group'’s key stakeholders, and various platforms and
methods of communication are used to reach, listen and respond.
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Stakeholders

A

Issues of concern

BXEIE

Engagement channels
SHERE

Government and Market regulator

B R s E R

Compliance
Promote regional economic
development and employment

Bl
R R R ML

On-site inspections

Research and discussion through
work conferences, work reports
preparation and submission for
approval

Annual and interim reports,
announcements

B R R
FERITIESRMRLR -
BN TS A4
FHRRFEBHRE  RE

Shareholders and Investors

Return on the investment
Information transparency
Protection of interests and fair
treatment

Annual general meeting and
other shareholder meetings
Annual and interim reports,
announcements

BREREEREE K& DK - BRRAFAGMREMBRRES
BHUERE - FERTHERE RE
R RN F A RE

Employees Employee rights and interests —  Conference
Working environment —  Training, seminars, briefing
Health and safety sessions
Career development —  Cultural and sport activities
opportunities — Intranet and emails

(=1=] BEREN N s - B3
TEIRIR - B e SRe
fREREZ S - XERBEED
BEBREE - ABRENEE

Customers Safe and high-quality service —  Website, brochures, annual
Stable relationship reports
Information protection and —  Email and customer service
privacy hotline
Business ethics —  Feedback forms

—  Regular meeting

S e MEERY - Muh M RER
il RS -  BEREFPREEE
BEURE RALEE - REER®B
[SES LGS - EHgs

58

HANS ENERGY COMPANY LIMITED ANNUAL REPORT 2020



Environmental, Social and Governance Report
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Stakeholders Issues of concern

Engagement channels

EEA FEE1E SHERE
Suppliers —  Long-term partnership —  Business meetings, supplier
—  Honest cooperation conferences, phone calls,
—  Fair, open interviews
— Information resources sharing -  Review and assessment
—  Risk reduction —  Tendering process
HrEm - RHARHER - EBegw HERgRE EF
- WESEE EE - Sk
- ¥R -  HBRFE
-  EAHRR#=E - HEERF
- ER&ER

Peer/Industry associations —  Experience sharing

—  Industry conference

—  Cooperation - Site visit
—  Fair competition
CGYE Tt - EB53T - TEwE
- BfF - BMER
- ATEEF
Community —  Community involvement —  Charity and social projects
- Social responsibilities
Zan — ii 2R - RERHEER
EE
- 7 EEEE

Through general communication with stakeholders, the Group
understands the expectations and concerns from stakeholders.
The feedbacks obtained allow the Group to make more informed
decisions, and to better assess and manage the resulting impact.

The Group have adopted the principle of materiality in the ESG
reporting by understanding the key ESG issues that are important
to the business of the Group. All the key ESG issues and key
performance indicators (KPIs) are reported in the Report according
to recommendations of the ESG Reporting Guide (Appendix 27 of
the Listing Rules) and the GRI Guidelines.
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The Group have evaluated the materiality and importance in ESG
aspects through the following steps:

Step 1: Identification — Industry Benchmarking

e Relevant ESG areas were identified through the review of
relevant ESG reports of the local and international industry
peers.

e The materiality of each ESG areas was determined based on
the importance of each ESG area to the Group through internal
discussion of the management and the recommendation of
ESG Reporting Guide (Appendix 27 of the Listing Rules).

Step 2: Prioritization — Stakeholder Engagement
e The Group discussed with key stakeholders on key ESG areas
identified above to ensure all the key aspects to be covered.

Step 3: Validation — Determining Material Issues

e Based on the discussion with key stakeholders and internal
discussion among the management, the Group’s management
ensured all the key and material ESG areas, which were
important to the business development, were reported and in
compliance with ESG Reporting Guide.

As a result of this process carried out in 2020, those important ESG
areas to the Group were discussed in this Report.

ESG GOVERNANCE
Board’s oversight of ESG issues
Board’s overall vision and strategy in managing ESG issues

The board of directors (“Board”) has a primary role in overseeing
the management of the Group’s sustainability issues. During the
year, the Board spent significant time in evaluating the impact of
ESG-related risks on our operation and formulating relevant policy
in dealing with the risks. The oversight of the Board is to ensure the
management to have all the right tools and resources to oversee the
ESG issues in the context of strategy and long-term value creation.
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ESG Working Group

The Group attaches great importance to ESG work. Under the
leadership of the Board of the Company, each subsidiary has set up
a dedicated safety and environmental protection department (“ESG
Working Group”) to implement specific safety and environmental
protection work, so as to comply with government requirements,
implement the concept of “safety and environmental protection” in
its operation and fulfil its social responsibilities.

The ESG Working Group is primarily responsible for reviewing and
supervising the ESG process, and risk management of the Group.
Different ESG issues were reviewed by the Working Group at the
meeting, which holds once per year. During the reporting period,
the ESG Working Group and the management reviewed the ESG
governance and different ESG issues.

Board’s ESG management approach and strategy for material
ESG-related issues

In order to better understand the opinions and expectations of
different stakeholders on our ESG issues, materiality assessment is
conducted each year. We ensure various platforms and channels
of communication are used to reach, listen and respond to our key
stakeholders. Through general communication with stakeholders,
the Group understands the expectations and concerns from
stakeholders. The feedbacks obtained allow the Group to make
more informed decisions, and to better assess and manage the
resulting impact.

The Group has evaluated the materiality and importance in ESG
aspects through the steps: (1) material ESG area identification
by industry benchmarking; (2) key ESG area prioritization with
stakeholder engagement; and (3) validation and determining material
ESG issues based on results of communication among stakeholders
and the management. Hence, this can enhance understanding of
their degree and change of attention to each significant ESG issue,
and can enable us to more comprehensively plan our sustainable
development work in the future. Those important and material ESG
areas identified during our material assessment were discussed in
this Report.
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ENVIRONMENTAL ASPECTS

Based on ISO14001, the standard of management system for
environment, the Group has established a set of management
systems regarding environmental protection, including but
not limited to “Atmosphere Pollution Management System”,
“Waste Management System” and “Wastewater Management
System”.

The Group’s objectives on environmental protection are
to eliminate and reduce the impact of its operation on the
ecological environment and endeavours to save resources and
protect the environment. The Group is in strict compliance with
the “Environmental Protection Law of the People’s Republic of
China” and other relevant laws and regulations, and had no
material non-compliance regarding environmental issues during
the reporting period.

EMISSIONS

Air Pollutant Emission

Emission control is essential for mitigating the impact on
the environment and protecting the health of employees.
The Group’s emission complies with “Emission Limits of
Air Pollutants (DB44/27-2001)" (KES5Z¥HEIRIRE) and
“Emission Standard of Air Pollutant for Bulk Gasoline Terminal
(GB 20950-2007)" (fzH B AR 5 R M BEHIEAE). The decrease
in air pollutants emission in 2020 was mainly attributable to
less frequent business travels and transportation by vehicles
under the COVID-19 pandemic and effective implementation
of fuel saving strategies during the year. The air pollutants
emission during the reporting period is as follows:
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EARKMBERFREE) R EME
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RFEENERTER °
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KR 5 IR

e RCERE T IRIE R 2 R ARE
BERREEZEHEE - AEENHERY
FEIRRS2YPENPRE(DB44/27-
2001) | R [ M E KRS 2 e iR
#E(GB 20950-2007) | — T - T4
ARSEMERERD I EBRRF
ACOVID-19%& 15 MER R BRI E
IRAMZBITIRERTEE - LRERE
MEETA BOMRES - RREHEARS
FEEREIE RN T -

Trading and Terminal
Air Pollutants retail business  storage business 2020
YNNEE ) LIRTELE  BEARER —B-BE
Nitrogen oxides (NO,) AAlHINO,) kgF 32 1.12 2,486.22 2,487.34 5,128.48
Sulfur dioxide (S0,) Z&{LHR(SO,) kgT 72 0.03 44.69 44.72 4837
Particulate matter (PM) FIFRT(PM) kgT 5% 0.08 249.71 249.79 535.93
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As most of the products stored are highly volatile, the
Group has implemented “VOCs One Enterprise One Policy
Comprehensive Improvement Program” (VOCs — 1 — kAR &
JA 77 28) to control volatile organic compounds (VOCs) emission
from source and production processes. Key measures to
mitigate the leakage of the volatile chemicals are implemented
as follows:

e External floating roof tanks' are used to store gasoline,
diesel and other volatile chemical products

e Nitrogen blanketing? is used in the tanks to ensure stored
product is separated from the air, vapour generated in the
tank is collected and treated with activated carbon.

° To reduce the non-methane hydrocarbon (NMHC)
emission, oil-gas condensation recovery devices are
installed to achieve a recycling rate of 98%.

e All the volatile organic compounds (e.g. pentane, acetone)
are stored in specific containers and sealed properly to
avoid leakage.

Apart from measures adopted to reduce VOCs, the Group
lowers the emission of SO, by using low-sulfur diesel (National
V standard) for the boiler.

External floating roof tanks (ZTER BT 1) are storage tanks
commonly used to store large quantities of petroleum products.

They eliminate breathing losses and greatly reduce the evaporative loss
of the stored liquid.

Nitrogen blanketing (2 &) is widely used in many industries
to prevent fires, explosion, degradation of products during their
production, storage and transportation.
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Greenhouse Gas (“GHG") Emission3

Climate change is gradually concerned by the community. The
Group manages the carbon footprint by minimising the energy
consumption and water consumptions as these activities cause
significant emission of greenhouse gas. Policies and procedures
adopted on resources saving are mentioned in the section “Use
of resources”. With a sense of promoting the use of clean
energy and green environment, the Group has switched its fuel
consumption to fossil fuel with lower carbon content such as
Liquefied Petroleum Gas (“LPG"). The decrease in GHG scope
1 emission in 2020 was mainly due to the reduction in business
travels and transportation by vehicles under the COVID-19
pandemic, as well as effective implementation of fuel saving
strategies during the year. With the effective implementation
of power saving policies of the terminal storage business, the
GHG scope 2 emission slightly declined in 2020.

BERBE(CRERE )N

1R AR ERIEE(L - NERR D
O ERENEKENE R B -
HAAEZSEHERNREHBAER
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The GHG emission during the reporting period is as follows: RiE IR ERESERAE R
™
Trading and Terminal
GHG Emission i retail storage
REREHN BIHREE R
Scope 14 #HEN4 tonnes of CO-e 438 273.40 278.28 369.26
—EfHIREEM
Scope 2° #E2S tonnes of CO-e 2412 2,848.14 2,872.26 2,910.80¢
—EIREEM
Total Shr tonnes of CO-e 29.00 3,121.54 3,150.54 3,280.06°
“EiREEM
GHG emission ~ JBEFE tonnes of CO»-¢/ 1.30 Trading and retail:
intensity FEE employee ZH5REE
—afiEEn/ 248
EE
tonnes of COx-e/ 1.21 Terminal storage:
thousand tonnes of AR
terminal throughput 1.566
“altiE e,/
EE AN £ T

3 The calculation of the greenhouse gas emission is based on the 3
“Corporate Accounting and Reporting Standard” from Greenhouse
Gas Protocol.

4 Scope 1: Direct emission from sources that are owned or controlled by 4 # &1 : NEMYES ST H A REEZH

BRERBERIREBCRERBZEER)
wl hEZERREREFE

the Group. e
Scope 2: Indirect emissions from purchased electricity consumed by the #BE2  NEEEES O KEELPGHIRIE
Group. HFE& °

The data of 2019 has been restated for comparative purpose for
adoption of the latest model for electricity consumption in Hong Kong
and China.

—hENBBE LB AR
@%%Eﬁ%&qﬂlﬁﬁs—%ﬁﬁ EHES -
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Hazardous and Non-hazardous Wastes

Wastes generated are handled with a comprehensive procedure
to mitigate the impact to the environment. The Group has a
strict classification system for different types of wastes. Each
type of waste has specific storage location and collection
procedures. There is a precaution implemented for the leakage
of waste to prevent pollution.

Hazardous wastes such as hazardous wastewater, waste oil
cleaning rag and organic solvents are handled according to
the latest policies of “National Hazardous Waste Inventory”.
These wastes are separately stored and handled with ledger
for record. The Group engages qualified recycling companies
to perform waste disposal and treatment so as to minimise the
impact on the environment.

During the year, as new customers discharged more hazardous
organic solvents which consisted of wastewater, this led to an
increase in the amount of hazardous waste generated in 2020.
The hazardous wastes generated by the Group during the
reporting period are as follows:

BEREEERY

PREEHBERYEBEMZFIEEN
BEHRIREE - AEEHTRER
WRERABROERIE - BHEEE
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BY T RER D EELRE - JAME
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Trading and Terminal

Waste Disposal retail storage

BENRE BHREE BERH

Hazardous wastes ~ E4£RBEZE  tonneshi - 96.01 96.01 53.97
generated BEEY)

Hazardous wastes ~ E4HHE  tonnes/thousand - 0.04 Trading and retail:
generated BEZEYZE  tonnes of terminal BH5RTE
intensity throughput -

W/ ERALE
FIiE Terminal storage:

BERH
0.03

—B-FEHE ABHAARAR
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The Group has put effort on waste-free initiatives in reducing
non-hazardous waste. The Group has launched waste recycling
and implemented different measures to reduce the wastes
generated in the office. For example, used paper and plastic
materials are collected in the office for recycling purpose. Waste
electrical and electronic equipment is separately collected.
With these measures, the Group hopes to ease the pressure
on landfill space and bring benefits to the environment. The
amount of non-hazardous waste generated and the amount of
non-hazardous waste recycled in 2020 were remained stable.

The non-hazardous wastes generated by the Group during the
reporting period are as follows:

Trading and

Waste Disposal retail

BERNRE B5REE

AEEBNETROBEEERZYNT
BEEVIEZ - ARBECHESEZRYE
WHETTEEEARERAEES
MREEY - PIIER R EWEE AW
MR RIBBME - LERIN AR - &
BERMETREIRANE - AREH
PREXFRETEERRNEN M
REBETRGER - —T_TFELEN
BEEBREVHERDYHNEZEREY
BERFRE

RBEHEAEEEEEEFEDD
BERAT

Terminal
storage
AR

Non-hazardous EEMEES  tonnesh 0.12 6.66 6.78 6.78
wastes generated  EEEY)

Non-hazardous EEREE  tonnes/employee 0.005 Trading and retail:
wastes generated ~ EEYZE /g8 EHREE
intensity 0.020

tonnes/thousand 0.003 Terminal storage:
tonnes of terminal EEAE
throughput 0.030
W/ ERANE
T

Non-hazardous EHES  tonnesHE 0.03 - 0.03 0.03
wastes recycled BEEY)

Non-hazardous EUHES  tonnes/employee 0.001 - Trading and retail:
wastes BEY W/ &8 BHRTE:
recycled intensity ~ F[E 0.003

Terminal storage:
BHERR -
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Wastewater

The terminal and warehouse areas are equipped with drainage
system to collect wastewater. Impermeable layers are applied
to all pipes and treatment facilities to avoid leakage of
wastewater. Rainwater and wastewater are collected by two
separate systems to prevent pollution to groundwater.

The Group also cooperated with the Environment Faculty of
South China University of Technology (FErIE T K2R
E2B7) to develop a sewage treatment facility, which treats
wastewater with microorganisms. During this year, around
17,479.70m3 (2019: 20,003.50m3) of wastewater was
discharged and treated. After the treatment, the water which
meets satisfactory quality standard, is used in fire services and
planting. Not only the emission of wastewater to land and
water bodies is reduced, but also the water can be reused to
save the water resource. This system is simple and the cost
of maintenance and operation is low. Therefore, it is widely
admired and accepted by government departments and peers.

Noise

Noise is mainly generated from the operations of blower of
boilers, pumps and compressors, etc. Appropriate acoustic
insulation is applied to those machines. Regular maintenance
is also conducted as to reduce the noise generated due to
wearing of the components in those machines.

The Group has adopted policies and guidelines to improve the
efficiency in energy, water and other material consumption,
including “Energy Saving Management System”.

Energy

The energy consumption of the Group mainly comes from fossil
fuels and electricity. The Group promotes the idea of “green
office” to reduce the electricity consumption as follows:

e The temperature in the office is set at 26 Degree Celsius
in summer.

e No heating is supplied in winter according to the
characteristic of weather in South China.
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e All electronic appliances have to be switched off when
leaving the office.

e After all staff leave the office, security guards double
check the electronic appliances and ensure all of them are
switched off.

The Group also checks the oil usage frequently to minimise
the chances of oil leakage which lead to energy wastage.
With the effective implementation of energy saving policies of
the terminal storage business, the consumption of purchased
electricity dropped slightly during the reporting period. In light
of less frequent business travels and transportation by vehicles
under the COVID-19 pandemic and effective implementation
of fuel saving strategies, both petrol and diesel consumption
decreased during the year. During the year, the energy
consumptions are as follows:

o BERWAERAMIEMAESR

o FMEBEBIMRABAER REA
BREEESR  BRAEERN
B -

AEETELEREMHEN BE
BERBNHE  URRERR B
MEEBAR FEFHEERRR -
K& HREEE N EREENUR
4 o ERCOVID-19ZIE A=
BB ERMZBITRR A - ARk
BREMETE RREE - FRTH M
SOREREER D - FRELRBRERE
SR

Trading and Terminal
Energy Type retail storage 2020
RER EpRTE  BEAE  —¥-%F |
Purchased electricity EE MWhFEF Rk 29.85 3,404.01 3,433.86 3,479.46
Petrol b MWhT{ET Rk 16.01 235.29 251.30 284.18
Diesel E9 MWhFET R i - 722.94 722.94 1,158.01
LPG RIEEAR  MWhTETER - 117.22 117.22 109.14
Total energy HREFEE MWhTETREE 45.86 4,479.46 4,525.32 5,030.79
consumption
Energy consumption &¢JREFEZE  MWh/employee 2.06 Trading and retail:
intensity TETRE /B8 Z5LEE
4.92
MWh/thousand 1.73 Terminal storage:
tonnes of terminal ISEER -
throughput 2.38
TETEE/
EEATETH
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Water

Water is another important resource used for the daily
operation. In order to monitor the usage of water, meters
are installed in different locations and water consumption is
recorded regularly. Staff are responsible for managing the
water usage and checking the water system. If leakage of
water pipe happens, repair will be immediately carried out to
reduce the wastage of water resource.

In the workplace, the water pressure is adjusted according
to the actual water usage. To encourage water-saving, water
usage of each staff in the staff quarter is recorded and the staff
has to pay water bills by themselves.

The decrease in water consumption in 2020 was attributable
to the effective implementation of the water saving strategies
during the year. The water consumption during the reporting
period is as follow:

Trading and

Water Consumption retail

KR Xy BHREE
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KEARBEEENS —EEER -
RERAKE  KEEETRMEZ
£ THRGAKE BITARERE
FKRBEKREL - WAKEHELER
R RN T S - UR KB IR
HORE -

TESAKBEREERAKER
i o ARBISAORK  SLEETHE
HEZETWMAK  BIABITIHN
KE o

“E_TEOHRERD TARER
BB METK KRS o RIS HEIOH
FERAT

Terminal
storage
e N

Water consumption  7K)&# 2 m3z o 89 84,554 84,643 95,443
Water consumption ZCEFEZE  m3employee 4 Trading and retail:
intensity UK/ B8 BHRTE:
NATEA
m3/thousand tonnes 33

of terminal Terminal storage:
throughput TSR
IHRS 46

ERATETH

Nitrogen

Nitrogen is an important resource for facilitating the storage of
highly volatile substances. It provides a protective layer of gas
on the substances, which is named as blanketing. The process
is controlled automatically instead of manually to avoid wastes.
The usage of nitrogen is monitored to ensure there is no
leakage.
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