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Abbreviations

In this annual report, the following abbreviations have the following meanings unless otherwise specified:

“Board”

“Company”

“Director(s)”

“Group”

“Hong Kong Companies Ordinance”
“Hong Kong Stock Exchange”

“Listing Rules”

“Model Code”

”PRC”
”RMB"

MSForr

IIC$/I
“"HKS” and “HK cent(s)”
IIUSS"

II%H

Board of Directors of the Company

EPI (Holdings) Limited

director(s) of the Company

the Company and its subsidiaries

Companies Ordinance (Chapter 622 of the Laws of Hong Kong)
The Stock Exchange of Hong Kong Limited

Rules Governing the Listing of Securities on the Hong Kong Stock
Exchange

Model Code for Securities Transactions by Directors of Listed Issuers set
out in Appendix 10 to the Listing Rules

People’s Republic of China
Renminbi

Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong)

Canadian dollars
Hong Kong dollars and cent(s)
United States dollars

per cent.

The Chinese version of this annual report is a translation of the English version and is for reference only. In case of
any discrepancies or inconsistencies between the English version and the Chinese version, the English version shall

prevail.
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Statement from the Board

On behalf of the Board, | hereby present to the shareholders the results of the Group for the year ended 31
December 2022 (“FY2022").

RESULTS

For FY2022, the Group continued to principally engage in the business of petroleum exploration and
production, solar energy, money leading and investment in securities.

During FY2022, there was a sharp surge in international oil prices largely because of the revival of economic
activities worldwide following the easing of the COVID pandemic, and the tightened supply of energy
sources following the outbreak of war between Russia and Ukraine. The price of Brent crude oil, one of the
benchmarks of international oil prices, jumped from around US$80 per barrel in December 2021, reached its
peak of over US$130 per barrel in March 2022, and dropped back to around US$80 per barrel in December
2022. Although international oil prices continue to fluctuate considerably recently, they are hovering at
comparatively high levels to their historical trends in the past five years and current market outlook of the
industry remains positive.

Leveraging on the Group’s business experience of its oil operation in Argentina and with the intent of
continuing its petroleum exploration and production business, as announced by the Company on 17 July
2022, the Group has completed the acquisition of an operating oil field which comprises petroleum and
natural gas rights, facilities and pipelines, together with all other properties and assets located in Alberta
Province of Canada (the “Canadian Oil Assets”) for a final consideration of C$22,500,000 (equivalent to
HK$135,461,000). Upon closing of the transactions, the financial results of the Canadian Qil Assets have
been incorporated in the Group’s consolidated financial statements. For the period from 16 July 2022 to 31
December 2022, the Canadian Oil Assets contributed a revenue of HK$30,932,000 and an operating profit of
HK$4,078,000 to the Group’s results for FY2022, and for the same period, the earnings before interest, taxes,
depreciation and amortisation generated by the Canadian Qil Assets was HK$13,178,000. The acquisition of
the Canadian Oil Assets represents a valuable and attractive opportunity for the Group to continue developing
its petroleum exploration and production business.

In alignment with the Group’s strategic initiatives to develop a diversified and balanced energy business
portfolio, in July 2021, the Group entered into a cooperation framework agreement (the “Cooperation
Agreement”) with a specialist solar energy total solution and services provider to invest in solar energy power
generation projects that are participating in the Renewable Energy Feed-in Tariff Scheme (the “FiT Scheme”),
which is a scheme promoted by the Hong Kong Government to incentivise the private sector to produce
clean energy for sale to the two power companies in Hong Kong. In August 2021, for further development of
the solar energy business, the Group entered into an acquisition agreement (the “Acquisition Agreement”)
to acquire a portfolio of existing and to-be-completed solar energy power generation projects which are
participating in the FiT Scheme. As of 31 December 2022, the Group has invested a sum of HK$51,516,000 in
solar energy power generation projects under the two aforementioned agreements.

For FY2022, the Group’s petroleum exploration and production business contributed a profit of HK$4,078,000
(2021: loss of HK$4,112,000), the solar energy business contributed a profit of HK$1,403,000 (2021: HK$89,000),
the money lending business recorded a loss of HK$16,237,000 (2021: profit of HK$17,440,000), and the Group's
investment in securities recorded a loss of HK$9,743,000 (2021: HK$32,533,000).
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Statement from the Board

Overall speaking, the Group recorded an increase in revenue by 84% to HK$45,102,000 (2021: HK$24,496,000),
mainly due to the incorporation of the Canadian Oil Assets’ revenue in the Group’s consolidated financial
statements since July 2022, and reported a loss attributable to owners of the Company of HK$46,746,000
(2021: HK$29,371,000) that mainly due to (i) the recognition of net loss on financial assets at fair value
through profit or loss of HK$1,952,000 in contrast to the net gain of HK$7,870,000 recorded in last year; (ii)
the increase in depreciation which mainly related to the Canadian Oil Assets and the Group’s solar energy
power generation projects to HK$13,130,000 (2021: HK$1,666,000); (iii) the provision of expected credit loss
(“ECL") on loan and interest receivables of HK$20,019,000 (2021: reversal of ECL of HK$4,356,000); and (iv) the
increase in other expense to HK$14,875,000 (2021: HK$7,193,000) mainly due to the professional fees incurred
for the acquisition of the Canadian Qil Assets; whilst partly offset by (i) the decrease in provision of ECL on
debt instruments at fair value through other comprehensive income to HK$11,081,000 (2021: HK$49,247,000),
and (ii) the profit contributions from the petroleum exploration and production and solar energy businesses
totalling HK$5,481,000 (2021: net loss of HK$4,023,000). Basic loss per share was HK0.89 cent (2021: HKO0.56
cent).

PROSPECTS

It is the Group’s business strategy to continue developing its petroleum exploration and production business,
along with expanding and diversifying its business in the energy sector to the next level by investing in
renewable energy assets, including solar energy projects, which would support the healthy and sustainable
business development of the Group in the long run and create new value to shareholders. In pursuance of
these strategic initiatives, the Group has successfully acquired the Canadian Oil Assets, and entered into the
Cooperation Agreement and Acquisition Agreement for the development of its solar energy business.

The Canadian Oil Assets are located near Calgary City, Alberta Province in Canada. The Group considers
Canada is one of the ideal countries for developing petroleum exploration and production business as it has
a stable political environment, a well-established system of oil regulations and industrial policies, a well-
developed business infrastructure for the oil industry, and the third largest oil reserves in the world. There are
thus enormous business opportunities available in Canada for the Group to develop its petroleum business.

The solar energy power generation projects the Group investing in are projects participating in the FiT
Scheme. The FiT Scheme is a policy initiative introduced by the Hong Kong Government to encourage the
private sector to participate in producing cleaner fuel and developing renewable energy technologies. Under
the FiT Scheme, scheme participants who install solar or wind power generation system at their premises can
sell the renewable energy generated to the two power companies in Hong Kong at a rate considerably higher
than the normal electricity tariff rate. The FiT Scheme will be offered until the end of 2033, through investing
in solar energy power generation projects participating in the FiT Scheme, the Group is able to secure a long-
term and stable stream of revenue from the tariff income earning by the projects participating in the FiT
Scheme.

Looking forward, the Group will continue to actively pursue its interests in the petroleum and solar energy
businesses and will manage its businesses in a prudent approach in view of the business uncertainties brought
by the heightened political and economic tensions between China and the US, and the war between Russia
and Ukraine which brings significant volatilities to international prices of oil and gas.

It is the Group’s business strategy to build a diversified and balanced energy business portfolio, comprising
petroleum as well as solar energy assets, which will present the Group with favourable long-term prospects,
and is in line with the Group’s sustainable corporate strategy of broadening its income stream for the goal of
achieving a stable, long-term and attractive return to shareholders.
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Statement from the Board

F APPRECIATION

On behalf of the Board, | would like to express my sincere thanks to all shareholders, bankers, business
associates, suppliers and customers for their continuing support to the Group, the board members for their
valuable services, and all staff members for their contribution and hard work during the past year.

Sue Ka Lok
Executive Director

Hong Kong, 30 March 2023




Management Discussion and Analysis

BUSINESS REVIEW

For the year ended 31 December 2022 (“FY2022"), the Group continued to principally engage in the business
of petroleum exploration and production, solar energy, money lending and investment in securities.

During FY2022, there was a sharp surge in international oil prices largely because of the revival of economic
activities worldwide following the easing of the COVID pandemic, and the tightened supply of energy
sources following the outbreak of war between Russia and Ukraine. The price of Brent crude oil, one of the
benchmarks of international oil prices, jumped from around US$80 per barrel (“bbl”) in December 2021 to
its peak of over US$130 per bbl in March 2022, and dropped back to around US$80 per bbl in December
2022. Although international oil prices continue to fluctuate considerably recently, they are hovering at
comparatively high levels to their historical trends in the past five years and current market outlook of the
industry remains positive.

Leveraging on the Group’s business experience of its oil operation in Argentina and with the intent of
continuing its petroleum exploration and production business, as announced by the Company on 17 July
2022, the Group has completed the acquisition of an operating oilfield which comprises petroleum and
natural gas rights, facilities and pipelines, together with all other properties and assets located in Alberta
Province in Canada (the “Canadian Oil Assets”) for a final consideration of C$22,500,000 (equivalent to
HK$135,461,000). Upon closing of the transaction, the financial results of the Canadian Oil Assets have
been incorporated in the Group’s consolidated financial statements. For the period from 16 July 2022 to 31
December 2022, the Canadian Oil Assets contributed a revenue of HK$30,932,000 and an operating profit of
HK$4,078,000 to the Group’s results for FY2022, and for the same period, the earnings before interest, taxes,
depreciations and amortisation (“EBITDA") generated by the Canadian Oil Assets was HK$13,178,000.

In alignment with the Group’s strategic initiatives to develop a diversified and balanced energy business
portfolio, in July 2021, the Group entered into a cooperation framework agreement (the “Cooperation
Agreement”) with a specialist solar energy total solution and services provider to invest in solar energy power
generation projects that are participating in the Renewable Energy Feed-in Tariff Scheme (the “FiT Scheme”),
which is a scheme promoted by the Hong Kong Government to incentivise the private sector to produce
clean energy for sale to the two power companies in Hong Kong. In August 2021, for further development of
the solar energy business, the Group entered into an acquisition agreement (the “Acquisition Agreement”)
to acquire a portfolio of existing and to-be-completed solar energy power generation projects which are
participating in the FiT Scheme. As of 31 December 2022, the Group has invested a sum of HK$51,516,000 in
solar energy power generation projects under the two aforementioned agreements.
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Management Discussion and Analysis

For FY2022, the Group recorded an increase in revenue by 84% to HK$45,102,000 (2021: HK$24,496,000),
mainly due to the incorporation of the Canadian Oil Assets’ revenue in the Group’s consolidated financial
statements since July 2022, and reported a loss attributable to owners of the Company of HK$46,746,000
(2021: HK$29,371,000) that mainly attributed to (i) the recognition of net loss on financial assets at fair value
through profit or loss (“FVTPL") of HK$1,952,000 in contrast to the net gain of HK$7,870,000 recorded in last
year; (i) the increase in depreciation which mainly related to the Canadian Oil Assets and the Group's solar
energy power generation projects to HK$13,130,000 (2021: HK$1,666,000); (iii) the provision of expected
credit loss (“ECL”) on loan and interest receivables of HK$20,019,000 (2021: reversal of ECL of HK$4,356,000);
and (iv) the increase in other expenses to HK$14,875,000 (2021: HK$7,193,000) mainly due to the professional
fees incurred for the acquisition of the Canadian Qil Assets, whilst partly offset by (i) the decrease in provision
of ECL on debt instruments at fair value through other comprehensive income (“FVTOCI") to HK$11,081,000
(2021: HK$49,247,000); and (ii) the profit contributions from the petroleum exploration and production and
solar energy businesses totalling HK$5,481,000 (2021: net loss of HK$4,023,000).

Petroleum Exploration and Production

As stated in the Company’s announcement dated 16 March 2021, the Group's interest in an oil concession in
the Chanares Herrados area (the “CHE Concession”) located in Cuyana Basin, Mendoza Province of Argentina
was taken over by a new concessionaire on 13 March 2021, accordingly, the Group’s petroleum exploration
and production business in Argentina ceased in FY2022. As above mentioned, the acquisition of the Canadian
Oil Assets was completed on 16 July 2022, since then, the financial results of the Canadian Oil Assets have
been incorporated in the Group’s consolidated financial statements. For FY2022, the Group’s petroleum
exploration and production business (now constituted by the Canadian Oil Assets) generated a revenue
of HK$30,932,000, an operating profit of HK$4,078,000 and an EBITDA of HK$13,178,000 whilst in last year,
before the CHE Concession was taken over, it generated a revenue of HK$1,523,000 and incurred an operating
losses of HK$4,112,000. It is expected that the revenue and EBITDA generated by the Canadian Oil Assets will
continue to grow in 2023 as their full year results, together with the production of new wells drilled, will be
incorporated in the Group’s results.

The Canadian Oil Assets represent an operating oilfield comprising petroleum and natural gas rights, facilities
and pipelines, together with other properties and assets spanned on 8,818 net acres of land in Windy Lake
region, near Calgary in Alberta Province of Canada.

The Canadian Oil Assets is managed under EP Resources Corporation (“EPR”), a Canadian incorporated wholly-
owned subsidiary of the Company, by a team of local management with extensive experience in the oil and
gas industry in Calgary, Canada. For the period from 16 July 2022 to 31 December 2022, the Canadian Oil
Assets produced approximately 81,300 bbl and sold 81,100 bbl of crude oil, and generated a revenue of
approximately C$6,618,000 (equivalent to HK$39,821,000) (before royalties payment) at an average selling
price of C$81.6 per bbl. The crude oil produced from the Canadian Oil Assets were trucked and sold to the
independent oil distributors located in the nearby regions who will largely resell the same to the American
importers.
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Management Discussion and Analysis

From July 2022 onwards and up to the end of 2022, EPR had incurred capital expenditure totalling
C$2,655,000 (equivalent to HK$15,285,000) for new wells drilling and production enhancement work for the
number of wells as shown in the table below:

Number of wells Capital Expenditure
Cs$’000 HK$’000
equivalent
New wells drilling 3 2,156 12,412
Wells reactivations 3 140 806
Additional perforations 2 270 1,555
Wells recompletion 1 89 512
2,655 15,285

As of 31 December 2022, there were 35 producing wells in operation, with an average remaining reserve life
of more than ten years, compared to 32 producing wells when the acquisition of the Canadian Oil Assets
took place in July 2022. The addition of the three producing wells was a result of the wells reactivations
work performed. The drilling work of the three new wells were in progress at the end of 2022, with two
were subsequently completed in January 2023 and one in February 2023. All three new wells drilled have
commenced production and are currently in operation.

As at 31 December 2022, an update of the estimated oil reserves of the Canadian Qil Assets are as follows:

Gross Remaining Reserves

As at As at
31 December 31 December
2022° 2021*
‘000 bbl ‘000 bbl

Proved
Developed producing 502.1 630.2
Developed non-producing 140.8 38.6
Undeveloped 902.0 1,063.0
Total Proved 1,544.9 1,731.8
Probable 1,653.0 1,958.8
Proved plus Probable 3,197.9 3,690.6
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Management Discussion and Analysis

* According to the reserve report (“Reserve Report”) prepared by Trimble Engineering Associates Ltd. (“Trimble”) on
the estimated oil reserves of the Canadian Oil Assets as at 31 December 2022, Trimble was the competent person
engaged by the Company in preparing the competent person’s report (“CPR”) contained in the circular dated 11
March 2022 (the “Circular”) in relation to the acquisition of the Canadian Oil Assets. The same set of methodology
adopted in preparing the CPR are adopted in preparing the Reserve Report. Further details of the Canadian Qil
Assets were contained in the Circular.

# The Group acquired the Canadian Oil Assets in July 2022. The data of the estimated oil reserves of the Canadian Oil
Assets as at 31 December 2021 are extracted from the Circular and are for illustration only.

According to the Group’s initial four-year development plan for the Canadian Oil Assets, it was envisaged
that 6, 14, 18 and 11 new wells would be drilled in 2022, 2023, 2024 and 2025. In respect of the 2022 drilling
plan, for the reason that the completion time of acquiring the Canadian Oil Assets in July 2022 was later
than envisaged when the development plan was first made, the Group could only manage to complete the
drilling work for two new wells in January 2023 and one in February 2023. As for the planned drilling of the
other three new wells, the plan is currently held up pending for further evaluation as based on the production
data that the Group has collected from the local government authorities for the oilfields located near the
target new wells, and the updated geological information including seismic data of the target new wells
and the oilfields nearby, the production of the target new wells may not meet the desired level as originally
anticipated. In respect of the 2023 drilling plan, the work is progressing as planned except that the number
of new wells to be drilled on a target site will be 8 instead of 14 while the forecasted production from the
new wells will remain the same. After further study of the geological information of the target site, the Group
decided to employ a different horizontal drilling technique which could be more cost effective than the one
originally planned, with the result that less wells will be drilled while the forecasted production level will
remain the same. In respect of the drilling plans for 29 new wells in 2024 and 2025, based on the production
data of nearby oilfields and geological information recently collected, together with other technical reasons,
the plans will be revised with 14, 10 and 5 new wells to be drilled in 2024, 2025 and 2026, adding up to the
same number of new wells as originally planned. Primarily owing to the change of drilling plan for 2022 and
the completion time of the three new wells were deferred to before the end of February 2023, it caused a
variance to the cashflow expected to be generated from the Canadian Oil Assets in 2022.

Solar Energy

In recent years, major countries in the world are actively formulating their energy policies to curb carbon
emissions and it is the Group’s business strategy to expand its footprints in the energy sector through
investing in renewable energy assets, including solar energy projects, which could support the Group’s
healthy and sustainable business development. On 23 July 2021, in order to capture the business
opportunities in decarbonisation, the Group entered into the Cooperation Agreement with a specialist
solar energy total solution and services provider to invest in solar energy power generation projects, from
which the electricity generated can be sold to the two power companies and thereby earning the feed-in
tariff income under the FiT Scheme. Moreover, for further development of the solar energy business, on 30
August 2021, the Group entered into the Acquisition Agreement to acquire a portfolio of existing and to-be-
completed solar energy power generation projects which are participating in the FiT Scheme. Further details
of the transactions were stated in the Company’s announcements dated 23 July 2021, 30 August 2021 and 16
September 2021.
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Management Discussion and Analysis

During FY2022, the Group has made further investment of HK$7,871,000 and bringing the Group’s total
investment in solar energy power generation projects up to HK$51,516,000 as of 31 December 2022, with
a further capital commitment of approximately HK$6,978,000. As of the year end, the Group has 40 solar
photovoltaic systems in operation, and 10 solar photovoltaic systems are scheduled to be completed before
the end of first quarter 2023. For FY2022, the solar energy business contributed a revenue and an operating
profit of HK$6,536,000 (2021: HK$652,000) and HK$1,403,000 (2021: HK$89,000) respectively to the Group, and
EBITDA of the business was HK$5,157,000 (2021: HK$396,000).

Money Lending

For FY2022, the Group’s money lending business reported decreases in revenue by 71% to HK$3,877,000
(2021: HK$13,182,000) and operating profit (before provision of ECL) by 71% to HK$3,782,000 (2021:
HK$13,084,000), which were mainly due to the lower average amount of performing loans advanced to
borrowers during FY2022. A provision of ECL of HK$20,019,000 (2021: reversal of ECL of HK$4,356,000) on loan
and interest receivables was recognised during the year.

The Group performs impairment assessment on loan receivables under the ECL model. The measurement of
ECL is a function of the probability of default, the loss given default (i.e. the magnitude of the loss if there
is a default) and the exposure at default (i.e. the magnitude of the loss after accounting for value of the
collateral if there is a default). The assessment of probability of default and loss given default is based on
historical data and forward-looking information, whilst the valuation of the assets/properties pledged to
the Group as collaterals are performed by independent professional valuers engaged by the Group, where
applicable, at each reporting date for the purpose of determining ECL. In accordance with the Group’s loan
impairment policy, the amount of ECL is updated at each reporting date to reflect the changes in credit risk
on loan receivables since initial recognition. At the period end, the net impairment allowance recognised
primarily represented the credit risk involved in collectability of certain default and non-default loans
determined under the Group’s loan impairment policy, with reference to factors including the credit history
and financial conditions of the borrowers, the ageing of the overdue balances, the realisation value of the
collaterals pledged to the Group, and forward-looking information including the future macroeconomic
conditions affecting the borrowers (the negative impact of the COVID epidemic on the economy had also
been considered).

The Group has a system in place to closely monitor the recoverability of its loan portfolio, its credit monitoring
measures include regular collateral value review against market information and regular communication with
the borrowers of their financial positions, through which the Group will be able to keep updated with the
latest credit profile and risk associated with each individual borrower and could take appropriate actions for
recovery of a loan at the earliest time. If circumstances require, the Group will commence legal actions against
the borrowers for recovery of the overdue loans and taking possession of the collaterals pledged.

For FY2022, a provision of ECL of HK$20,019,000 (2021: reversal of ECL of HK$4,356,000) was recognised which
primarily represented the credit risk involved in collectability of certain credit-impaired loans determined
under the Group’s loan impairment policy, and have considered factors including the credit history of
the borrowers, the realisation value of the collaterals pledged to the Group, and the prevailing economic
conditions. The Group has taken various actions for recovery of the credit-impaired loans. There was no
change in the method used in determining the impairment allowance on loan receivables from the prior
financial year.
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Management Discussion and Analysis

The size of the Group's loan portfolio reduced by 47% to HK$60,582,000 (2021: HK$115,001,000) (on a net of
impairment allowance basis) was mainly a result of the settlement or partial repayment of certain loans. The
Group aims to make loans that could be covered by sufficient collaterals, preferably properties and assets
with good quality, and to borrowers with good credit history. The target customer groups of the business are
individuals and corporate entities that have short-term funding needs for business purpose and could provide
sufficient collaterals for their borrowings. The Group has a stable source of loan deals from its own business
network and its sales agents.

At 31 December 2022, the carrying amount of the loan portfolio held by the Group amounted to
HK$60,852,000 (after impairment allowance of HK$23,800,000) (2021: HK$115,001,000 (after impairment
allowance of HK$34,915,000)) with details as follows:

Approximate

weighting to the

carrying amount
of the Group's Interest rate

Category of borrowers loan portfolio per annum Maturity
% %
Corporate 76.9 8.5-12.0 Within one year
Individual 23.1 11.0-18.0 Within one year
100.0

At 31 December 2022, 85% (2021: 100%) of the carrying amount of the loan portfolio (after impairment
allowance) was secured by collaterals with 15% (2021: nil) being unsecured. At the year end, the loans made to
all borrowers were term loans with maturity within one year, and the loan made to the largest borrower and
the four largest borrowers accounted for 39% and 100% respectively of the Group’s loan portfolio (on a net of
impairment allowance basis).

The Group has credit policies, guidelines and procedures in place which cover key internal controls of a loan
transaction including (i) due diligence; (ii) credit appraisal; (iii) proper execution of documentations; (iv)
continuous monitoring and (v) collection and recovery. Before granting loan to a potential customer, the
Group performs credit appraisal process to assess the potential borrower’s credit quality and defines the
credit limit granted to the borrower. The credit appraisal process encompasses detailed assessment on the
credit history and financial background of the borrower, as well as the value and nature of the collateral to be
pledged. The credit limit of a loan successfully granted to the borrower will be subject to regular credit review
by the management as part of the ongoing loan monitoring process.
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Management Discussion and Analysis

The following is a summary of the key internal controls of the Group’s money lending operation:

Due diligence

Credit appraisal

Proper execution of
documentations

Continuous monitoring

Collection and recovery

Identity check and financial background check on the loan applicant
will be performed. Information provided by the loan applicant including
identity, financial statements and income proof of the applicant will be
checked and verified by the responsible loan officer, where appropriate,
company, legal, credit and bankruptcy search on the loan applicant, and
land search and site visit on the property offered as collateral, will be
conducted.

Detailed assessment on the credit history and financial background of
the loan applicant, as well as the value and nature of the collateral to be
pledged, will be conducted. There will be credit assessment including
analysis on the repayment ability and credit history of the loan applicant,
and analysis on the potential recovery from realisation of the collateral.
The credit assessment process will be conducted by the responsible loan
officer and reviewed by the responsible loan manager.

For loan application recommended by the responsible loan manager and
duly approved by the board of directors of the Group’s money lending
subsidiary, the responsible loan officer will arrange preparation and
proper execution of the loan documentations under the supervision of the
responsible loan manager, and usually with the support of professional
lawyers.

There will be continuous monitoring on the repayments from borrower,
regular communication with the borrower of its updated financial
position, and regular review on credit limit of the loan granted and market
value of the collateral pledged performed by the responsible loan officer
and manager.

Formal reminder and legal demand letter will be issued to the borrower
if there is an overdue payment. Where appropriate, legal action will be
commenced against the borrower for recovery of the amount due and
taking possession of the collateral pledged.

All loans will be granted under the approval of the board of directors of the Group’s money lending subsidiary.
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Management Discussion and Analysis

Investment in Securities

The Group generally acquires securities listed on the Hong Kong Stock Exchange or other recognised stock
exchanges and over-the-counter markets with good liquidity that can facilitate swift execution of securities
transactions. For making investment or divestment decision on securities of individual target company,
references will usually be made to the latest financial information, news and announcements issued by
the target company, investment analysis reports that the Company has access to, as well as industry or
macroeconomic news. When deciding on acquiring securities to be held for long-term purpose, particular
emphasis will be placed on the past financial performance of the target company including its sales and
profit growth, financial healthiness, dividend policy, business prospects, and industry and macroeconomic
outlook. When deciding on acquiring securities to be held other than for long-term purpose, in addition to the
factors mentioned, references will also be made to prevailing market sentiments on different sectors of the
investment markets. In terms of return, for long-term securities investments, the Company mainly emphasises
on return of investment in form of capital appreciation and dividend/interest income. For securities
investment other than for long-term holding, the Company mainly emphasises on return of investment in
form of trading gains.

At 31 December 2022, the Group's securities investments comprised a financial asset at FVTPL portfolio
valued at HK$4,772,000 (2021: HK$6,724,000), comprising equity securities listed in Hong Kong, and a debt
instrument at FVTOCI portfolio (constituted by non-current and current portions) valued at HK$33,739,000
(2021: HK$78,396,000), comprising debt securities listed in Hong Kong or Singapore. As a whole, the Group's
securities investments recorded a revenue of HK$3,757,000 (2021: HK$9,139,000) and a loss, after provision of
ECL, of HK$9,743,000 (2021: HK$32,533,000).

Financial assets at FVTPL

At 31 December 2022, the Group held a financial asset at FVTPL portfolio amounting to HK$4,772,000
(2021: HK$6,724,000) measured at market/fair value. For FY2022, the portfolio generated a revenue of
HK$152,000 (2021: HK$268,000), representing dividends from equity securities. The Group recognised a net
loss on financial assets at FVTPL of HK$1,952,000 (2021: gain of HK$7,870,000) for FY2022, which comprised
net unrealised loss of HK$1,952,000 (2021: net realised gain and net unrealised loss of HK$9,099,000 and
HK$1,229,000 respectively).

The net unrealised loss represented the decrease in market value of those equity securities held by the Group

at the year end. The Group continued to adopt a prudent and disciplined approach in managing its financial
asset at FVTPL portfolio and had not acquired any equity securities during the current year.

EPI (HOLDINGS) LIMITED ANNUAL REPORT 2022



Management Discussion and Analysis

At 31 December 2022, the Group'’s financial asset at FVTPL portfolio of HK$4,772,000 comprised one major
investment with details as below:

Approximate
weighting to the Unrealised Dividend
carrying amount of loss recognised income
the Group's % of Carrying Market/ duringthe  recognised during
Investee company’s name and total assets at shareholding amount at fair value at year ended the yearended “Investee company's *Future prospects of the
its principal activities* 31 December 2022 interest ~ 1January2022  31December2022  31December 2022 31December2022 financial performance  investee company
% % HK$'000 HK$'000 HKs'000 HK$'000
A B C=B-A
Emperor International Forthe six months ended 30 For property investment
Holdings Limited September 202, revenue  business, the investee
(HKEX stock code: 163) decreased by 61% to company possesses a
Property investment and approximately HKS541 million - geographically balanced
development and andits results experienced — property portfolio which
hospitality businesses atumaround and recorded  focuses on commercial
a loss for the period of buildings and quality
approximately HKS1,037 street-level retai spaces in
million as compared tothe ~ prominent locations, For
profit of approximately property sales business,
HKS189 million recorded in it pursues a strategy of
the prior period. providing quality residential
properties including luxury
composite buildings in
popular urban areas, and
low-rise detached houses in
110 020 6,724 411 (1952 152 unique spots.

# Extracted from published financial information of the investee company.

Debt instruments at FVTOCI

At 31 December 2022, the Group’s debt instrument at FVTOCI portfolio (constituted by non-current and
current portions) of HK$33,739,000 (2021: HK$78,396,000) was measured at market/fair value. During FY2022,
the Group’s debt instrument at FVTOCI portfolio generated a revenue amounting to HK$3,605,000 (2021:
HK$8,871,000), representing interest income from debt securities. According to the maturity profile of the
debt instruments, part of the debt instruments at FVTOCI of HK$28,041,000 (2021: HK$47,712,000) was
classified as current assets.

During FY2022, the Group had not acquired any debt securities (2021: nil), and principal of certain debt
securities totalling HK$32,370,000 were redeemed. At the year end, a net fair value loss on debt instruments
at FVTOCI of HK$11,238,000 (2021: HK$54,714,000) was recognised as other comprehensive expense primarily
due to the fall in market value of these debt securities and downward adjustment on fair value of certain debt
instruments due to their increased credit risks.
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The Group had engaged an independent professional valuer to perform an impairment assessment on the
debt instruments held under the ECL model. The measurement of ECL is a function of the probability of
default and loss given default (i.e. the magnitude of the loss if there is a default), with the assessment of the
probability of default and loss given default is based on historical data and forward-looking information.
The estimation of ECL reflects an unbiased and probability-weighted amount that is determined with the
respective risks of default occurring as the weights, and also with reference to the time value of money. In
determining the ECL on the Group'’s debt instruments for the year, the management had worked closely
with the independent professional valuer and taken into accounts factors including the withdrawal or
downgrading of credit ratings of the debt instruments by the credit rating agencies, the defaults of the
bond issuers in making payments of interest and principal for their indebtedness, as well as forward-looking
information including the future macroeconomic conditions at places where the bond issuers are operating.
There was no change in the method used in determining the ECL on debt instruments at FVTOCI from last
year. Further details of the credit risk and impairment assessment on the debt instruments at FVTOCI are
contained in Note 37 to the consolidated financial statements.

For FY2022, a provision of ECL on debt instruments at FVTOCI of HK$11,081,000 (2021: HK$49,247,000)
was recognised in profit or loss (with a corresponding adjustment to other comprehensive income) as the
credit risks of certain debt instruments held by the Group had further increased since initial recognition.
During FY2022, the credit ratings of these debt instruments, which were corporate bonds issued by property
companies based in the Mainland, were withdrawn or downgraded by the credit rating agencies as the credit
risks of these bonds had increased significantly due to the bond issuers’ defaults in making interest and
principal payments for their indebtedness. As the Group expected the financial uncertainties of these bond
issuers would ultimately affect the collection of contractual cash flows of these bonds, a provision of ECL on
debt instruments at FVTOCI of HK$11,081,000 was recognised.

At 31 December 2022, the Group invested in debt securities issued by six property companies based in the
Mainland, the market/fair value of the portfolio amounted to HK$33,739,000, with details as below:

Approximate

weighting to
the carrying *Acquisition Accumulated  Fair value loss
amount of the costs during the fair value loss recognised
Group's total year/carrying Market/fair recognised  during the year
assets at Yield to amount at value at up to ended
31 December maturity on Acquisition 1January  31December  31December  31December
Category of companies 2022 acquisition date costs 2022 2022 2022 2022
% % HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
A B C D=C-A E=C-B
Property 7.78 562-12.50 104,826 49,958 33,739 (71,087) (16,219)
* The amount represented the costs of the securities acquired during the year ended 31 December 2022 and/or the

carrying amount of the securities brought forward from the prior financial year after accounting for additional
acquisition and/or disposal of the securities (if any) during the current year.

# The weighting of individual debt securities to the carrying amount of the Group's total assets at 31 December 2022
did not exceed 5%.
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The yield to maturity on acquisition of the debt securities which were held by the Group at the year end
ranging from 5.62% to 12.50% per annum.

Overall Results

For FY2022, the Group'’s petroleum exploration and production business recorded a profit of HK$4,078,000
(2021: loss of HK$4,112,000), the solar energy business recorded a profit of HK$1,403,000 (2021: HK$89,000),
the money lending business recorded a loss of HK$16,237,000 (2021: profit of HK$17,440,000), and the Group's
investment in securities recorded a loss of HK$9,743,000 (2021: HK$32,533,000).

Overall speaking, the Group reported a loss attributable to owners of the Company of HK$46,746,000 (2021:
HK$29,371,000), and a total comprehensive expense attributable to owners of the Company of HK$49,677,000
(2021: HK$33,508,000) which included a net fair value loss on debt instruments at FVTOCI of HK$11,238,000
(2021: HK$54,714,000).

FINANCIAL REVIEW

Liquidity, Financial Resources and Capital Structure

During FY2022, the Group financed its operation mainly by cash generated from its operations and
shareholders’ funds. At the year end, the Group had current assets of HK$191,386,000 (2021: HK$363,774,000)
and liquid assets comprising cash and cash equivalents as well as financial assets at FVTPL totalling
HK$90,568,000 (2021: HK$198,548,000). The Group’s current ratio, calculated based on current assets over
current liabilities of HK$21,797,000 (2021: HK$14,105,000), was at a liquid level of about 8.8 (2021: 25.8).
The decrease in liquid assets was mainly due to the payment of consideration of HK$135,461,000 for the
acquisition of the Canadian Oil Assets.

At 31 December 2022, the Group’s total assets amounted to HK$433,689,000 (2021: HK$442,915,000), the
Group's gearing ratio, calculated on the basis of total liabilities of HK$57,376,000 (2021: HK$16,925,000)
divided by total assets, was at a low level of about 13% (2021: 4%). Finance costs represented the accretion
expense on decommissioning obligation and imputed interest on lease liabilities of HK$1,127,000 (2021: nil)
and HK$119,000 (2021: HK$101,000) respectively recognised for the year.

At 31 December 2022, the equity attributable to owners of the Company amounted to HK$376,313,000 (2021:
HK$425,990,000) and was equivalent to an amount of approximately HK7.18 cents (2021: HK8.13 cents) per
share of the Company. The decrease in equity attributable to owners of the Company of HK$49,677,000 was
mainly due to the loss incurred by the Group for the year.

With the amount of liquid assets on hand, the management is of the view that the Group has sufficient
financial resources to meet its ongoing operational requirements.
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Foreign Currency Management

The monetary assets and liabilities as well as business transactions of the Group are mainly denominated in
Canadian dollars, Hong Kong dollars and United States dollars. The Group has not experienced any significant
foreign exchange exposure to United States dollars as the exchange rate of Hong Kong dollars to United
States dollars is pegged. The Group’s foreign exchange exposure to Canadian dollars could be significant
depending on the volatilities of exchange rate of Hong Kong dollars to Canadian dollars, the Group does not
currently have a formal foreign currency hedging policy for Canadian dollars and will adopt one in due course
should significant exposure arise.

Contingent Liability
At 31 December 2022, the Group had no significant contingent liability (31 December 2021: nil).

Pledge of Assets
At 31 December 2022, the Group had not pledged any assets (31 December 2021: nil).

Capital Commitment

At 31 December 2022, the Group had a total capital commitment of HK$6,978,000 for acquisition of solar
photovoltaic systems which was capital expenditure contracted for but not provided (31 December 2021:
HK$34,390,000).

HUMAN RESOURCES AND REMUNERATION POLICY

At 31 December 2022, the Group had a total of 23 (2021: 21) employees including directors of the Company
with 15 (2021: 18) employees stationed in Hong Kong and the PRC, 8 (2021: nil) employees in Canada and nil
(2021: 3) employees in Argentina. Staff costs, including directors’ emoluments, amounted to HK$7,300,000
(2021: HK$9,799,000) for the year. The drop in staff costs of HK$2,499,000 was mainly due to the decrease
of the Group’s headcounts for its operation in the PRC and Argentina. The remuneration packages for
directors and staff are normally reviewed annually and are structured by reference to prevailing market
terms and individual competence, performance and experience. The Group operates a Mandatory Provident
Fund Scheme (the “MPF Scheme”) for its employees in Hong Kong and a pension scheme for its employees
in Canada. In addition, the Group provides other employee benefits which include medical insurance,
discretionary bonus and participation in the Company’s share option scheme.

The Group’s contributions to the MPF Scheme and the other employees’ pension scheme are calculated as a
percentage of the employees’ relevant income and vest fully and immediately with the employees, thus there
are no forfeited contributions available to the Group to reduce the existing level of contributions to the MPF
Scheme and the other employees’ pension scheme.
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PRINCIPAL RISK AND UNCERTAINTIES

The Group is principally engaged in the business of petroleum exploration and production, solar energy,
money lending and investment in securities. The financial position, operations, businesses and prospects of
the Group and its individual business segment are affected by the following significant risk 