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REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS  

 

 

 

To the board of directors  of Sinochem Hong Kong (Group) Company Limited  

(Incorporated in Hong Kong with limited liability) 

 

 

 

Introduction  

 

We have reviewed the interim condensed consolidated financial statements set out on pages 2 to 34, which 

comprise the interim condensed consolidated statement of financial position of Sinochem Hong Kong (Group) 

Company Limited (the "Company") and its subsidiaries (together, the "Group") as at 30 June 2018 and the 

related interim condensed consolidated statement of comprehensive income, changes in equity and cash flows 

for the six-month period then ended and explanatory notes. The directors of the Company are responsible for 

the preparation and presentation of interim condensed consolidated financial statements in accordance with 

Hong Kong Accounting Standard 34 Interim Financial Reporting ("HKAS 34"). Our responsibility is to express a 

conclusion on these interim condensed consolidated financial statements based on our review. Our report is 

made solely to you, as a body, in accordance with our agreed terms of engagement, and for no other purpose. 

We do not assume responsibility towards or accept liability to any other person for the contents of this report. 

 

Scope of review  

 

We conducted our review in accordance with Hong Kong Standard on Review Engagements 2410 Review of 

Interim Financial Information Performed by the Independent Auditor of the Entity. A review of interim condensed 

consolidated financial statements consists of making inquiries, primarily of persons responsible for financial and 

accounting matters, and applying analytical and other review procedures. A review is substantially less in scope 

than an audit conducted in accordance with Hong Kong Standards on Auditing and consequently does not 

enable us to obtain assurance that we would become aware of all significant matters that might be identified in 

an audit. Accordingly, we do not express an audit opinion. 

 

Conclusion  

 

Based on our review, nothing has come to our attention that causes us to believe that the interim condensed 

consolidated financial statements are not prepared, in all material respects, in accordance with HKAS 34. 

 

 

 

 

 

 

Ernst & Young 

Certified Public Accountants 

Hong Kong 

5 September 2018 
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   Six months ended 30 June  

 Notes  2018   2017  
  ( Unaudited ) ( Restated and unaudited ) 
   HK$ million   HK$ million  
        
CONTINUING OPERATIONS        

Revenue from contracts with customers 3  44,262   34,347  

Rental income           912   750  

        

REVENUE 4  45,174   35,097  

        

Cost of sales  ( 32,908 ) ( 26,286 ) 

          

Gross profit   12,266   8,811  

        

Other income, gains and losses, net 5  1,017   504  

Selling and distribution expenses  ( 948 ) ( 801 ) 

Administrative expenses  ( 1,755 ) ( 1,339 ) 

Fair value changes of investment properties   255   494   

Finance costs:        

Interest expenses  ( 2,180 ) ( 1,596 ) 

Transaction costs  ( 34 ) ( 27 ) 

Share of profits and losses of:        

Joint ventures  ( 12 ) ( 39 ) 

Associates   57  ( 67  ) 

           

PROFIT BEFORE TAX FROM CONTINUING OPERATIONS 6  8,666   5,940  

        

Income tax expense 7 ( 3,070 ) ( 2,076 ) 

           

PROFIT FOR THE YEAR FROM CONTINUING OPERATIONS   5,596   3,864  

        

DISCONTINUED OPERATIONS        

Profit for the period from discontinued operations, net of tax 8  -      1,417  

        

PROFIT FOR THE PERIOD   5,596   5,281  

        

Attributable to:        

Owners of the parent   1,891   2,977   

Non-controlling interests   3,705   2,304   

           

   5,596    5,281   
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   Six months ended 30 June  
   2018   2017  
  ( Unaudited ) ( Restated and unaudited ) 
   HK$ million   HK$ million  
        

PROFIT FOR THE PERIOD   5,596   5,281   

        
OTHER COMPREHENSIVE INCOME/(LOSS)        
        
Other comprehensive income/(loss) to be reclassified to profit or 

loss in subsequent periods:  
 

  
 

  
Available-for-sale investments:        

Changes in fair value   -    89  
  Cash flow hedges, net of tax   24  ( 43 ) 

Net investment hedge, net of tax   17  ( 30 ) 
Exchange differences on translation of foreign operations  ( 1,384 )  3,316  
Reclassification adjustments of exchange reserve to profit 
  or loss:        

    Disposal of subsidiaries   -   25  

        
Net other comprehensive income/(loss) to be reclassified to profit or 

loss in subsequent periods  ( 1,343 )  3,357  

            
Other comprehensive income/(loss) not to be reclassified to profit or 

loss in subsequent periods:        
Gain on property revaluation, net of tax   12   -  
Net loss on equity investment at fair value through other 

comprehensive incomes  ( 156 )  -  

        
Net other comprehensive loss not to be reclassified to profit or loss 

in subsequent periods  ( 144 )  -  

        
OTHER COMPREHENSIVE INCOME/(LOSS) FOR THE 

PERIOD, NET OF TAX  ( 1,487 )  3,357  

        

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD   4,109   8,638  

           
Total comprehensive income attributable to:        

Owners of the parent   1,123   4,808  

Non-controlling interests   2,986   3,830  

        

   4,109   8,638  
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   30 June   31 December  

 Notes  2018   2017  
  ( Unaudited ) ( Audited ) 

   HK$ million   HK$ million  

        

NON-CURRENT ASSETS        

Property, plant and equipment   15,749   15,964  

Land under development 9  12,500   10,765  

Properties under development   63,950   50,097  

Investment properties   35,169   34,149  

Prepaid land lease payments   2,341   2,398  

Goodwill 10  4,051   4,057  

Intangible assets   700   729   

Investments in joint ventures   5,321   4,043  

Investments in associates   5,711   5,585   

Available-for-sale investments   -   2,284  
Financial assets at fair value through other comprehensive 

income (ñFVOCIò)   
 

2,001  
 

-  

Amounts due from related parties   30,820   33,643  

Deferred tax assets   2,011   1,866   

Amounts due from non-controlling shareholders   4,861   3,591  

Derivative financial instruments   3   -  

Financial assets at fair value through profit or loss (ñFVPLò)   401   -  

Non-current financial assets at amortised cost   356   -  

Other non-current assets   132   503  

Total non-current assets   186,077   169,674  

        

CURRENT ASSETS        

Inventories   5,497   6,638  

Land under development 9  3,149   8,227  

Properties under development   30,708   29,489  

Properties held for sale   8,921   14,083  

Prepaid land lease payments   80   80  

Trade and bills receivables   4,338   1,662  

Contract assets   279   -  

Prepayments, deposits and other receivables   23,791   25,696  

Amounts due from related parties   47,053   40,617  

Financial assets at FVPL   213   -  

Tax recoverable   2,735   2,563  

Derivative financial instruments   15   12  

Restricted bank balances   4,679   3,870   

Cash and cash equivalents   39,460   27,672  

Other financial assets   -   7,183  

Assets held for sale 11  -   9,628  

Total current assets   170,918     177,420  

 

 

 

 

 

 

 

 

 

 
                                                                        continued/é  
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* These reserve accounts comprise the consolidated reserves of HK$22,993 million in the interim condensed consolidated statement of financial position. 

  Continued/é 

 
 Attributable to owners of the parent 

 Attributable to non-
controlling interests  

    Asset   Investment  Other Perpetual     Share of Share option  
  Issued Capital revaluation Merger Statutory revaluation Translation contribution capital  Hedging Retained    net assets of reserve of Total 
  capital reserve reserve reserve reserve reserve reserve reserve securities reserve profits Total  subsidiaries subsidiaries equity 
  HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million  HK$ million HK$ million HK$ million 

   (Note a)  (Note b) (Note c)   (Note d)         

(Unaudited)                  

At 31 December 2017       24,468 (    1,604)       573 (     3,837)       3,875        474 
    

1,667      2,427      4,619 (        35)    19,314     51,941  
    

61,664         27    113,632 

Adjustment on adoption of HKFRS 15, net of tax (Note 2)  - - - - - - - - - - 34 34  72 - 106 

Adjustment on adoption of HKFRS 9, net of tax (Note 2)           -          -           -           -           - (        20)        -           -           -           -         57        37         34           -        71 

At 1 January 2018     24,468 (    1,604)        573 (     3,837)      3,875       454     1,667      2,427      4,619 (        35)    19,405    52,012      61,770         27   113,809 
                  
Profit for the period  - - - - - - - - - - 1,891 1,891  3,705  - 5,596 

Other comprehensive income for the period                  

Net loss on financial assets at FVOCI  - - - - - (       155) - - - - - (      155)  (         1) - (     156) 

Cash flow hedges, net of tax   -  -  -  -  -  -  -  -  - 24  - 24  -  - 24 

Net investment hedge, net of tax  - - - - - - - - - 9 - 9  8 - 17 

Exchange differences on translation of foreign operations  - - - - - - (      655) - -  -  - (      655)  (       729)  - (    1,384) 

Gains on property revaluation, net of tax 
 

         -          -          9           -           -           -          -           -          -          -          -         9           3           -        12 

Total comprehensive income for the period, net of tax  
 -  -  9  -  - (       155) (      655)  -  - 33 1,891 1,123  2,986  - 4,109 

                  

Issue of shares to non-controlling shareholders (Note f)  - (      323) - - - - - - - - - (      323)  3,628 - 3,305 

Repurchase of shares to non-controlling shareholders  - 4 - - - - - - - - - 4  (        70) - (      66) 

Exercise of share options of subsidiaries  - - - - - - - - - - - -  5 -         5 

Dividends distributed (Note e)  - - - - - - - - - - (      471) (     471)  - - (      471) 

Dividends declared to non-controlling shareholders    - -  -  -  - - - - - -  - -  (     1,286)  - (    1,286) 

Transfer from retained profits  - - - - 13 - - - - - (       13) -  - -  - 

Acquisition of non-controlling interests  - (      151) - - - - - - - - - (     151)  (      3,292) - (    3,443) 

Distribution paid on issued perpetual securities of China 

Jinmao Holdings Group Limited (ñJinmaoò) 

 

- - - - - - - - - - -  -  (        534) - (      534) 

Equity-settled share-based payment of subsidiaries  - - - - - - - - - - -  -  7 7 14 

Distribution paid on perpetual capital securities   - - - - - - - - - - (      118) (     118)  - - (      118) 

Transfer of share option reserve upon the forfeiture or 

expiry of share options  - - - - - - - - - - 1 1  - (         1) - 

Capital contribution from non-controlling shareholders  - 3 - - - - - - - - - 3  646 - 649 

Maintenance and production fund           -          -           -           -           -           -          -          6           -           - (        6)          -            -           -          - 

                  
At 30 June 2018     24,468 (    2,071)*       582* (    3,837)*      3,888*        299*     1,012*      2,433*      4,619 (       2)*    20,689*    52,080      63,860         33   115,973 
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 Attributable to owners of the parent 

 Attributable to non-
controlling interests  

    Asset   Investment  Other Perpetual     Share of Share option  
  Issued Capital revaluation Merger Statutory revaluation Translation contribution capital  Hedging Retained    net assets of reserve of Total 
  capital reserve reserve reserve reserve reserve reserve reserve securities reserve profits Total  subsidiaries subsidiaries equity 
  HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million HK$ million  HK$ million HK$ million HK$ million 

   (Note a)  (Note b) (Note c)   (Note d)         

(Unaudited)  
                

At 1 January 2017  
     24,468 (    1,627)        393 (      3,837)       3,017        308 (    2,168)       2,433      4,619         33      20,302      47,941       50,264         16      98,221 

                  

Profit for the period  - - - - - - - - - - 2,977 2,977  2,304  - 5,281 

Other comprehensive income for the period                  
Change in fair value of available-for-sale 

investments 
 

- - - - - 100 - - - - - 100  (        11) - 89 

Cash flow hedges, net of tax   -  -  -  -  -  -  -  -  - (       43)  - (        43)  -  - (        43) 

Net investment hedge, net of tax 
 

- - - - - - - - - (       15) - (        15)  (        15) - (        30) 
Exchange differences on translation of foreign 

operations 

 

- - - - - - 1,764 - -  -  - 1,764   1,552  - 3,316 

Reclassification adjustments of exchange reserve 
to profit or loss:   

  Disposal of subsidiaries 

 

           -           -           -             -            -           -         25            -          -          -            -        25             -           -          25 

Total comprehensive income for the period, net of tax  
 -  - -  -  - 100 1,789  -  - (       58) 2,977 4,808  3,830  - 8,638 

                  

Exercise of share options  - (        6) - - - - - - - - - (         6)  15 (         1)          8 

Dividends distributed  - - - - - - - - - - (      616) (      616)  - - (       616) 

Dividends declared to non-controlling shareholders    -   -  -  - - - - - -  - -  (     3,284)  - (     3,284) 

Transfer from retained profits  - - - - 102 - - - - - (      102) -  - -  -  

Repurchase of perpetual convertible securities of 

Jinmao 

 

- - - - - - - - - - (      202) (      202)  (     3,230) - (     3,432) 

Distribution paid on issued perpetual convertible 

securities of Jinmao 

 

- - - - - - - - - - -  -  (       106) - (       106) 

Equity-settled share-based payment of 

subsidiaries 

 

- - - - - - - - - - -  -  6 7 13 

Distribution paid on perpetual capital securities   - - - - - - - - - - (      117) (      117)  - - (       117) 

Issuance of Jinmaoôs perpetual capital securities, 
net of issue expenses  

 
- - - - - - - - - - - -  3,829 - 3,829 

Capital contribution from non-controlling 
shareholders 

 
- 337 - - - - - - - - - 337  2,210 - 2,547 

Maintenance and production fund 
 

          -          -           -            -            -           -           -           4           -           - (         4)           -            -           -            - 

                  At 30 June 2017      24,468 (    1,296)        393 (      3,837)       3,119        408 (       379)       2,437      4,619 (       25)     22,238     52,145      53,534         22     105,701 
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Notes: 
 
(a) The capital reserve of the Group mainly comprises (i) contributions from owners in respect of settlement of doubtful receivables which have been written off and the transfer of an equity interest in a joint venture to the Group in previous years; and (ii) 

contributions made by the shareholders to the Companyôs subsidiaries. 
 

(b) The merger reserve of the Group comprises the difference between the nominal value of the shares of the subsidiaries acquired and the nominal value of the shares issued by the holding companies of the acquirees as consideration for the group restructuring 
transactions. 

 
(c) Statutory reserve comprises the statutory reserve fund, reserve fund and enterprise expansion fund. In accordance with the relevant PRC rules and regulations, each of the Groupôs PRC subsidiaries is required to transfer an amount of its profit after income 

tax to the statutory reserve fund, until the accumulated total of the fund reaches 50% of its registered capital. The appropriations to the reserve fund and enterprise expansion fund are determined by the articles of association of the Companyôs subsidiaries 
and are subject to the approval by the boards of directors of the subsidiaries. 

 
(d) Other contribution reserve mainly comprises capital contributions, maintenance and production fund, capital contribution for energy saving and emission reduction projects, and deemed contributions from equity owners net of deemed distributions to equity 

owners. The maintenance and production fund is appropriated/utilised in accordance with relevant PRC regulations on certain enterprises.  
 
(e)  Dividends amounting to US$60 million (equivalent to HK$471 million) were paid to the immediate parent during the six months ended 30 June 2018. 
 
(f)  On 17 January 2018, China Jinmao Holdings Group Limited (ñJinmaoò) completed a private placement of an aggregate of 900,124,000 shares to 53 independent third parties at the price of HK$3.70 per share. After the placing, the Groupôs equity interest in 

Jinmao decreased from 53.95% to 49.76%. The difference between the change of the shares of net assets attributable to the non-controlling interests due to  the placing, and the consideration of the placing and the impact of reallocation of a proportion of 

the goodwill amounting to HK$323 million was recorded in the consolidated capital reserve. 
 
 
. 
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   Six months ended 30 June 

 Note  2018   2017  
  ( Unaudited ) ( Unaudited ) 
   HK$ million   HK$ million  
        
NET CASH FLOWS FROM OPERATING ACTIVITIES        
Cash generated from/(used in) operations   3,583  ( 10,256 ) 
Income tax paid  ( 2,305 ) ( 2,628 ) 

   1,278  ( 12,884 ) 

        

NET CASH FLOWS USED IN INVESTING ACTIVITIES        

Decrease/(Increase) in amounts due from related parties   2,113  ( 4,640 ) 

Increase in restricted bank deposits  ( 868 ) ( 1,357 ) 

Disposal/deemed disposal of subsidiaries 15 ( 2,213 ) ( 801 ) 

Proceeds from disposal of associates   6,884   -  

Increase in entrusted loans to non-controlling shareholders   407  ( 2,791 ) 

Additions to investments in associates  ( 108 ) ( 1,214 ) 

Additions to investments in joint ventures  ( 2,339 ) ( 136 ) 

Advances of investment to a third party  ( 7,131 )  -  

Decrease/(Increase) of other financial assets   6,983  ( 6 ) 

Other investing activities  ( 748 ) ( 852 ) 

   2,980  (  11,797 ) 

        

NET CASH FLOWS FROM FINANCING ACTIVITIES        

New bank loans and other loans   37,885   51,472   

Repayment of bank loans and other loans  ( 25,387 ) ( 29,626 ) 

Issue of shares to non-controlling shareholders   3,305   3,829   

Repurchase of Jinmaoôs perpetual convertible securities   -  ( 3,436  ) 

Interest paid  ( 3,700 ) ( 2,199 ) 

Loans from non-controlling shareholders   99   7,227   

Repayment of short-term commercial paper   -  ( 2,263 ) 

Dividends paid  ( 471 ) ( 616 ) 

Acquisition of non-controlling interests  ( 3,443 )  -  

(Decrease)/Increase in amount due to related parties  ( 3,002 )  4   

Advanced of investment received from third parties   5,158   -  

Repayment of loans to non-controlling shareholders  ( 1,746 )  -  

Repurchase of shares to non-controlling shareholders  ( 66 )  -  

Other financing activities  ( 516 ) ( 541  ) 

   8,116   23,851   

        

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS   12,374  ( 830  ) 

        

Cash and cash equivalents at beginning the period   27,672   23,669   

Effect of foreign exchange rate changes, net  ( 586 )  571  

        

CASH AND CASH EQUIVALENTS AT END OF PERIOD   39,460   23,410   

        
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS 
EQUIVALENTS 

       

Cash and cash equivalents as stated in the statement of financial position   39,460   23,410   

 

 

 

 

  




