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SUSTAINABILITY REPORT

BOARD STATEMENT

At China Aviation Oil (Singapore) Corporation Ltd (“CAQO” or “the Group”), success is measured not only
by the strength of its financial performance, but also through the value it creates for its stakeholders
particularly on the environmental, social and governance (“ESG”) fronts.

CAQ'’s approach to sustainability is driven by its commitment to be a responsible corporate citizen, and
founded in its belief that a focus on value creation for its stakeholders strengthens its business model
and that a sound business sustainability plan needs to include strong economic, environmental and
social performance with high standards of corporate governance for long-term competitiveness.

As a listed company on SGX, CAO is committed to the Singapore Code of Corporate Governance.
The Group recognises the importance of good corporate governance and risk management processes
that includes the management of ESG issues critical for a sustainable business. Sustainability across
all aspects of the Group’s operations plays a key role in its corporate agenda and strengthens the
foundation upon which the Group builds the CAO brand. During the year, CAO has taken steps to
enhance and improve its corporate governance through a comprehensive risk review exercise and
conducted company-wide internal governance processes review. These measures aim to further
strengthen CAO robust corporate governance framework.

The Group’s efforts on the social front continue to focus on its people and customers. CAO is committed
to provide its employees with a diverse, equal and safe working environment. In 2018, to drive employee
engagement and business growth, CAO’s Board of Directors has initiated a performance incentive
scheme to reward employees who have made special contribution to CAO’s business growth and
corporate development.

The Group stays relevant to its customers and considers their concerns around health and safety, and
privacy in its business practices. Developing an integrated global supply chain remains a key strategic
focus and having responsible procurement practices allows CAO to extend positive impacts along
the global supply chain and contribute to creating a sustainable ecosystem. During the year, CAO has
further improved on its procurement practices to further aligned with the Group’s corporate values of
Fairness, Integrity, Innovation and Transparency.

CAQ’s 2018 Sustainability Report (“the Report”) continues to apply the key principles of the International
Integrated Reporting Council’s (“lIRC”) Integrated Reporting <IR> approach to communicate how the
Group drives long-term value creation.

SUSTAINABILITY AND VALUE CREATION

CAO is firmly committed to creating long-term sustainable value for itself, its stakeholders, the
communities where it operates as well as the environment. As the Group continuously strives to build
and create value, CAO will constantly uphold and ensure that high standards of corporate governance,
compliance and internal audit as well as robust risk management are deeply entrenched within the
organisation. It is CAO’s fundamental belief that its growth and success must be anchored on key
principles of integrity, transparency and accountability and this belief is embedded in the Group’s
corporate culture. With this in mind, CAO is keenly aware that success of the Group is measured not
just by its financial performance but also the values it creates for its workforce, business partners, the
environment and the community at large.

Within the Group, CAO strives to build a dynamic and engaged workforce that allows employees to reach
their full potential and support the changing needs of its business landscape. The Group will continue
to build on the trust of its customers and business partners through delivering value add and adopting
responsible procurement and safe practices. CAO also enhances the well-being of the communities in
which we operate through employee volunteerism and support of community organisations for a range
of causes. Together, these form the essential building blocks of CAQ’s sustainability programme.
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The Board provides oversight and
direction on CAO’s sustainability strategy
and to address and review ESG factors
material to the businesses of the Group.

Senior management team drives
sustainability objectives and strategies,
Sustainability manages and monitors overall
Steering sustainability performance and reports to

Committee (SSC) the Board.

Task Force includes representatives from
business functions across the Group

to identify and implement sustainable
initiatives across the Group.

CAO’s Sustainability Governance Structure

SUSTAINABILITY AND RISK MANAGEMENT

CAO upholds a robust strategic risk management model that transcends across its global functions
that are designed to assist the Group in achieving its strategic objectives infusing material ESG risk
recognition, evaluation and mitigation into business decision-making, thereby enhancing stakeholders’
value through risk-adjusted business decisions. In order to stay agile and heighten its competitiveness
amid constantly changing market conditions, it is important for CAO to take a proactive and structured
approach to identify and manage its significant risks effectively to support the Group’s strategic
performance. Key business risks range from market risk, credit risk, operation risk, legal risk to finance
risk. The Group has embedded strategic risk management into critical decision-making processes and
management decisions with regards to business strategy, investments and operations, noting that such
ESG issues are in fact strategic risks which may be near or longer-term in nature and reflective of
CAQ’s material sustainability issues. In identifying these material issues, the Group seeks to ensure that
pertinent implications of legislative and regulatory changes as well as socio-economic and reputational
drivers are effectively and efficiently managed. As a group, CAO will proactively seek to integrate
sustainability considerations in its businesses, mitigate risks and continuously improve business
operations to achieve value creation for its stakeholders.

CAO has a formal four-tier management and control structure to oversee the execution of its risk
management practices. Moreover, CAO’s Risk Management Committee (“RMC”) continually improves
on its risk management policies, guidelines and procedures as well as internal controls to mitigate any
improbabilities that may impact the Group’s operations and affect its strategic performance.

As part of the Group’s risk management, CAQO’s trading activities encompassing its product portfolio
are tracked. During the reporting period, there was no incident of trading limit breach according to the
limits as set by the RMC. CAO will continue its commitment to maintain zero incident of trading limit
breach in the coming year.

For more details about the risk management structure, strategy and key risks and mitigation, please
refer to the Risk Management Section.

ABOUT THIS REPORT

This Report sets out CAO’s commitments, governance, policies, performance and targets in respect
of managing the environmental and social impacts of the Group during the financial year ended 31
December 2018.

In determining the scope of this Report, the management considered the percentage of ownership and
level of influence and have included all subsidiaries where CAO has controlling shares of more than
50%. Associates are scoped out in this Report due to the absence of operational control.
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The entities covered in this report are:

1. China Aviation Qil (Singapore) Corporation Ltd (Singapore)

2. China Aviation QOil (Hong Kong) Company Limited (Hong Kong SAR)
3. North American Fuel Corporation (USA)

4. China Aviation Fuel (Europe) Limited (United Kingdom)

This Report and additional corporate information are also available on the Group’s website
http://www.caosco.com.

This Report continues to apply the key principles of the IIRC <IR> framework, focusing on CAQ’s strategy
and effective management of key ESG risks and opportunities in order to provide stakeholders with a
holistic view on how the company creates value in the long term. This Report also makes reference to
the GRI Standards relating to materiality assessment principles and specific performance disclosures.
This combined framework approach is aligned to SGX’s requirements on sustainability reporting.

CAO seeks to continuously improve its sustainability performance and disclosure. We welcome your
feedback and comments which can be directed to sustainability@caosco.com.

STAKEHOLDER ENGAGEMENT

CAO believes that having engaging conversations and creating value for its various stakeholders are
essential to the sustainable success of the Group. CAQO’s key stakeholder groups have been identified
and the engagement channels that the Group uses to maintain dialogue with them are summarised in
the table below.

Investors CAOQ proactively strives to maximise Updates of financial results
shareholders’ returns, and is committed | and announcements, business
to uphold high standards of corporate | developments, press releases,

governance, prioritising quality and and other relevant disclosures via
timely communication with investors SGXNet and company website
and analysts as key to transparency Annual General Meeting
and accountability.

Employees CAO strives to create a diverse and Induction program for new
inclusive work environment where employees
all employees feel valued, have the Training and development
opportunities to grow and are driven to | programmes
succeed. Regular e-mails and meetings

Recreational and wellness activities
Employee feedback channels
Career development performance

appraisals
Customers CAO seeks to provide quality product Regular meetings to communicate
and timely delivery on a sustainable updates, including new policies and
basis and strive to exceed customers’ | practices
expectations. Site visits

Business Partners | CAO is committed to build on our track | Regular meetings with business
record of healthy and safe workplaces | partners to communicate updates,
that should not compromise the including new policies and practice
environmental performance in our Site visits

operations.
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MATERIALITY ASSESSMENT

Defined in 2017, the Group’s material ESG factors with considerations to key stakeholders’ concerns
continue to be relevant in 2018. These material ESG factors and related risk identification, evaluation
and mitigation continue to be assessed as part of CAO’s robust strategic risk management model and
considered in management decision-making.

The following table describes how the management of the Group’s key ESG factors support its corporate
strategy and follows the International Integrated Reporting Council’s (“IIRC”) Integrated Reporting
<IR> approach to provide a holistic view on how the interrelation between CAQ’s business operations
and Environmental, Social and Governance (“ESG”) performance indicators leads to value creation
in the long term. The materiality approach adopted enabled CAO to focus on ESG issues that are
material to its businesses and identified as strategic risks, prioritised review of risk mitigation measures
and determined areas for further improvement whilst at the same time enables the Group to identify
opportunities for sustainable growth and results performance in relation to its corporate strategy.



06

China Aviation Oil (Singapore) Corporation Ltd

Annual Report 2018

SUSTAINABILITY REPORT

Factor

Economic

Economic
Performance -
Core competitive
advantage in jet
fuel supply and
trading

Context

Jet fuel supply and
trading remains as the
Group’s core business.
As the key importer of

jet fuel to the Chinese
civil aviation industry, the
Group is susceptible to
the constantly changing
demand and supply
dynamics in the PRC such
as increased domestic oil
production capacity.

Policies and Practices to mitigate risks
and pursue opportunities

CAO continues to expand its global

jet supply and trading value chain and
extend its geographical presence through
developing new supply and trade routes and
forming new strategic partnerships.

CAO has also diversified into other oil
products which contributed to the growth of
the Group’s total supply and trading volume.

Economic
Performance -
Key importer of jet
fuel to the PRC

CAQ’s import into the

PRC is a key competitive
advantage that contributes
to its market share and
financial performance.

Regulatory changes such
as market liberalisation

as well as the dynamics

of the Chinese economy
could materially impact this
advantage.

CAO has reinforced its portfolio strengths
through both geographic expansion, product
and customer base diversification. The
Group continues to extend its jet fuel supply
and trading activities as well as aviation
marketing business outside the PRC.

CAO will further develop and optimise its
integrated business model and expand
its global supply and trading network to
penetrate new markets globally.

Link to Strategy

CAQO envisions to
be a constantly
innovating global
top-tier integrated
transportation
fuels provider. To
realise its long-term
strategy, the Group
continually fine-
tunes its strategic
initiatives with

its development
strategy of
“Globalisation,
Integration and
Asset Investment”.

For more

details about

CAO’s strategic
transformation,
outlook and key
business plans,
please refer to the
CEQO’s Message and
Operations Review.

Targets, Performance and
Value created

CAQ'’s business
sustainability and long-term
business strategy has been
proactively developed to
mitigate macroeconomic
risks.

CAO will continue to
identify and penetrate key
global aviation hotspots
to diversify its customer
base as well as extend the
Group’s global value chain
across Asia Pacific, the
United States and Europe.

In 2018, CAO has
successfully completed
the acquisition of Navires
Aviation Limited in Europe
which provides access

to North western aviation
hubs, namely, Schiphol,
Stuttgart, Frankfurt and
Brussels.

Please refer to the CEO’s
Message, the Financial
Review Section and the
Operations Review on
how the Group’s business
expansion and growth
plans sustains value
created.

Into-plane refuelling operations at Hong Kong International Airport
TEBEBEFRLZ A SLIE
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Environment

Environmental
Compliance

Context

With rising global demand,
the oil and gas sector is
facing increasingly stringent
environmental laws and
regulations.

As an active member of

the oil and gas global

value chain, the Group’s
expanding global supply
and trading operations and
investments across multiple
jurisdictions faces risk of
failure to comply with new
regulatory requirements.

Policies and Practices to mitigate risks
and pursue opportunities

The Group continues to build on its Safety,
Health and Environment (“SHE”) Policy and
Guidelines which covers environmental
management guidelines with a focus to
proactively and responsibly monitor and
manage constantly changing environmental
compliance requirements. The Group
continually strive to foster a safe and
environmentally friendly workplace for

our stakeholders to ensure our business
practices are in compliant with local and
international environmental laws and
regulations.

Business units supported by various
departments are required to check local
environmental laws and regulations before
new market entry as part of a thorough
due diligence process. For the Group’s
operations in Alaska, CAO adopted an Oil
Discharge Prevention and Contingency
Plan (“ODPCP”) that enhanced our policies
and practices to reduce our environmental
impact, and ensures the Group’s compliance
with the State of Alaska’s oil spill
contingency planning requirements.

Link to Strategy

Compliance is an
integral part of the
Group’s corporate
strategy. CAO

will continuously
uphold high levels
of corporate
governance and
undertake strategic
initiatives to
further enhance
compliance and
governance across
its businesses.

07

Targets, Performance and
Value created

The Group continues

to stay abreast on any
changes of relevant
environmental laws and
regulations and comply
with all relevant laws and
regulations to avoid any
potential non-compliance
incidents and ensure
smooth operational
efficiency.

In 2018, no identified
incident of non-compliance
with environmental laws
and regulations in the
regions where CAO
conducts its business is
reported.

QOil Spill Prevention

CAQ’s businesses and
operational environment
are subject to various
risks including spillage

of oil products during
transportation and storage
that may have immediate
and/or long-term
environmental impact on
the environment.

As a responsible global oil products
supplier and trader, CAO takes all
reasonable steps to prevent pollution by
minimising the occurrence of oil spills in
its daily operations. Measures undertaken
by CAO include a stringent ship vetting
policy with the objective of minimising
health, safety and environmental risks.
The policy sets up procedures in sourcing
data on the Group’s chartered vessels
and evaluating the potential risks from
the ship’s overall structural integrity and
safety including incident track record to the
age of the vessels, required certifications
and appropriate procedures for handling
and storing oil products. This is further
supplemented by the Group’s Operational
Safety Incident Reporting Guidelines for
the reporting of operational incidents. The
guidelines cover operational incidents
resulting in environmental damage and
prescribe the timeline and format for
reporting along with follow-up actions
required.

To limit the intensity or impact of a negative
threat or event such as an oil spill, CAO has
put in-place a Crisis Management Plan that
includes establishment of an Emergency
Response Team (“ERT”) to proactively
manage an emergency in a timely and
effective manner.

CAO strives to
minimise and
mitigate the impact
of potential oil

spills to protect

the surrounding
environment. This
aligns with the
Group’s corporate
mission to maintain
high SHE standards
and to conduct
businesses in a safe,
reliable and efficient
manner, with minimal
impact on the
environment.

CAO continually strives to
maintain a clean record
of no incidents relating to
significant oil spill.

During the reporting period,
CAO conducted a desktop
exercise at its disaster
recovery site centred on a
simulated oil spill incident
scenario with the objective
to strengthen ERT's crisis
readiness.
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Context

Policies and Practices to mitigate risks

Link to Strategy

Annual Report 2018

Targets, Performance and
Value created

and pursue opportunities

Health & Safety -
Workplace
Environment

CAO remains committed
to provide a safe, secure
and healthy environment
for all its stakeholders
with a continuous focus
to achieve zero harm for
safety performance which
contributes to business
profitability.

CAQ instils in all employees a safety culture
of being responsible and practise safe
behaviour at work.

The Group’s Safety, Health and Environment
(“SHE”) Policy and Guidelines emphasises
the importance of health and safety in the
work environment. Beyond adhering to
workplace safety guidelines requirements
which ensures a safe working environment
within the office premises, CAO also holds
annual health screenings, pandemic illness
updates, mandatory workplace health

and safety briefings and fire drills regularly
throughout the year to create awareness
that keeping the workplace and surrounding
environment safe is of paramount
importance to CAO work culture and to
inculcate a robust SHE culture. Medical and
insurance coverage is also provided to all
employees.

As the travel frequency of the Group’s
workforce increases in tandem with growing
global operations, travel related risks were
identified and the Group has in place a
monitoring system in accordance with
procedures and processes implemented
under CAQO’s Business Continuity Plan
(“BCP”) such as the tracking of travelling
employees.

CAO also strives to provide a safe and
healthy work environment that is non-
threatening, with no harassment, assaults
and bullying. Proper grievance handling
procedures are also in place to ensure

all incidents are resolved in a timely and
impartial manner.

Workplace health
and safety is

of paramount
importance to CAO
and continues to be
the Group’s highest
sustainability priority
in all aspects of its
business which is

in line with CAQ’s
corporate mission
to maintain high
SHE standards and
conduct businesses
in a safe, reliable and
efficient manner.

Safety remains as one of
the key priority in CAO
and the Group aims to
maintain zero workplace
related injuries for CAO’s
employees.

During the reporting

period, there has been zero
workplace related fatality or
injury for CAO’s employees.

Health & Safety -
Customer

CAO recognises the
importance of its role in
ensuring the products that
the Group supplies meet
the stringent safety and
quality requirements of
the industry as the safety
and quality of the Group’s
products would affect the
safety of the ultimate end
customers i.e. the airplane
passengers as well as the
stakeholders along the jet
fuel supply chain.

An important part of the quality requirements
relates to the safety aspects of the products
that the Group supplies and trades globally.

As part of its quality assurance process that
includes a set of standardised procedures
for the reporting of health and safety
incidents, CAO carefully and regularly
monitors its facilities and products as well
as conducts lab tests to ensure all relevant
certifications or licenses are obtained and
stringent safety standards are maintained.

To align with the
Group’s corporate
mission to adhere to
high SHE standards
and to deliver

and add value for
customers, CAO
proactively focuses
on providing the best
quality products and
services.

Recognising customer
satisfaction as an important
element in value creation,
CAO continuously seeks
to improve its business
practices to ensure that
there are no significant
incidents of non-compliant
products impacting the
end customers’ health and
safety.
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Policies and Practices to mitigate risks

Link to Strategy
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Targets, Performance and
Value created

and pursue opportunities

Diversity and Equal

The Group recognises

CAO has developed Human Resource (“HR”)

Guided by the

To address the

transportation fuels eco-
system, CAO understands
the importance of having
open and fair procurement
practices.

Effective and responsible
supply chain management
is essential to address
issues such as trade
sanctions etc. to enhance
operational efficiency and
protect CAQ’s brand value
and reputation.

and just manner by following clear and
standardised guidelines that are aligned with
the Group’s Corporate Values - Fairness,
Integrity, Innovation and Transparency.

A Procurement Committee comprising
Heads of Departments across functions
within the Group has been set up and acts
as a decision-making body to oversee the
tendering process and deliberate business
decisions. Within the committee, individual
members are assigned with specific roles
and responsibilities relating to the tendering
process.

CAO has an internal counterparties credit
on-boarding registration process that
conducts checks on the counterparties
prior to conducting business with them. As
part of this process, anti-money laundering
checks are made to ensure that there are no
breaches to CAO’s Trade Sanctions Policy
which supports compliance to international
laws on trade sanctions in jurisdictions
where the Group operates.

socially responsible
company, CAO will
proactively focus

on minimising the
potential negative
reputational impact
caused in the supply
chain.

Opportunity that a fair, diversified practices for each location of operation that | Group’s vision, business demands of
and inclusive working are aligned with local laws and regulations. | mission and core our increasingly global
environment is integral values, CAO has customers and markets,
to the success of CAO In Singapore, the Group also follows the in place a multi- CAO strives to create
and that a diverse Tripartite Alliance for Fair and Progressive prong human a diverse and inclusive
workforce with specialised, | Employment Practices (“TAFEP”) that resource strategy work environment which
complementary skillsets, promotes fair and equitable employment that is aligned to its | promotes and enhances
ideas and experiences practice. CAO upholds this through a variety | business objectives | the diversity, experience
enriches the workplace of measures including non-discriminatory to build the required | and abilities of the Group’s
and enhances business recruitment advertisements, performance workforce skills base | workforce across all
performance that not only | appraisal for employees, instilling a code to strengthen its functions across the globe.
helps to attract and retain of ethics and establishing an appropriate competitive edge for | As at December 2018, the
talents in the competitive avenue for employee grievances. CAO also | sustainable growth. | group’s total headcount
market but also helps supports the Fair Consideration Framework was 105 employees
to achieve the Group’s by the Ministry of Manpower, Singapore, worldwide. Group gender
mission in fostering a with job openings at CAO made publicly composition is a 42:58
people-oriented corporate | accessible at the Jobs Bank administered split between men and
culture of Fairness, by the Workforce Development Agency of women.74 employees are
Integrity, Innovation and Singapore. based in Singapore.
Transparency where its
employees can grow and CAO deploys and promotes all employees For more details, please
develop together. in accordance with their competencies, refer to the Human Capital
abilities and performance and is committed Management section.
to give equal opportunities to everyone
irrespective of their gender, age, religion and
ethnic origin.
At the Board level, the Group follows its
Corporate Governance Policy on Board
composition and balance. More details can
be found under the Statement of Corporate
Governance.
Procurement As a responsible corporate | CAO ensures its tendering and procurement | In line with the There is no reported breach
Practices citizen in the global process is conducted in an open, unbiased | vision of being a of the Group’s Trade

Sanctions Policy in 2018.

During the year, CAO

has also enhanced its
procurement practices to
ensure greater transparency
and fairness towards the
selection of suppliers or
service providers.

CAO will continue to
maintain zero breaches

of the Group’s internal
tendering and procurement
guidelines as well as the
Trade Sanctions Policy.
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Context

Policies and Practices to mitigate risks

Link to Strategy
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Targets, Performance and
Value created

and pursue opportunities

Protection Managing of vast amount
of Sensitive of sensitive information
Information such as personal data, oil

price and contractual terms
etc. is part of CAO’s daily
business operations.

CAO is conscientious about
secured communication
and data protection. CAO
respects its stakeholders’
legal rights to privacy and
confidentiality.

CAOQ adopts a multi-pronged approach

to mitigate the security threat faced by
many businesses. The CAO Personal Data
Protection Policy, developed in response
to the Personal Data Protection Act in
Singapore sets out the requirements to
ensure compliance with the laws and
regulations applicable to the CAO Group’s
collection, use, disclosure, transfer and/or
processing of personal data.

Further CAO’s Code of Conduct and Ethics
also specifically require information obtained
in the course of conducting business to

be treated with utmost care. Employees

are required to safeguard confidential
information and trade secrets. Unauthorised
or unwarranted disclosures would result in
disciplinary action and/or escalation to the
relevant regulatory bodies.

The Group’s Data Classification Policy also
defines the different classifications of data
and the principles for their access, use and
safeguarding based on their classification
and sensitivity. This policy is based on a
“need-to-know” basis in order to protect
sensitive information from unauthorised
disclosure, use modification and deletion.

To the wider audience, CAO’s User Privacy
Statement Policy governs personal
information which is collected through or
in connection with its corporate website at
WWW.Ca0SCO0.Com.

To uphold the
Group’s high data
security standards,
CAO remains
vigilant on secured
communication and
protection of its
stakeholders’ legal
rights to privacy and
confidentiality.

It is part of CAO’s
strategy to build
long-term trust and
relationships with
its stakeholders
and it is CAO’s
policy to comply
with relevant laws
and regulations to
protect stakeholders’
privacy and
confidentiality.

CAO remains steadfast
in safeguarding sensitive
information, privacy and
confidentiality with zero
complaints concerning
incidents of leaks, thefts,
or losses of sensitive
information.

In 2018, the Group has not
identified any substantiated
complaints concerning
such breaches.

In addition, during the
reporting period, to further
strengthen ERT’s crisis
readiness, CAO conducted
a desktop exercise at

its disaster recovery site
centred on a simulated IT
hacking incident scenario.

CAO Operations team at work
NEEFESIIESS




China Aviation Oil (Singapore) Corporation Ltd

Annual Report 2018

11

Factor Context

Corporate Governance

Compliance and CAO faces increasing
Internal Audit regulatory requirements
at national, regional and
international levels as
the Group continues to

jurisdictions.

Failure to mitigate
compliance risks would

the Group and hinder its
sustainable growth and
development.

diversify its operations and
investments across multiple

pose reputational risks to

Policies and Practices to mitigate risks
and pursue opportunities

CAO takes its corporate governance
responsibilities seriously and believes

that good governance requires not just a
comprehensive set of policies and guidelines
but also committed collaboration from
members across the Group.

CAO continually reviews and improves its
global compliance strategy to ensure the
Group’s policies, practices, guidelines and
internal control systems remain relevant and
robust.

For more details relating to the Compliance
and Internal Audit’s function and specific
compliance related policies and practices,
please refer to the Compliance and Internal
Audit Section.

Link to Strategy

High corporate
governance
standards and
robust internal

audit processes
serve to provide
accountability across
CAO’s business
activities to support
the realisation

of its long-term
strategy. This also
demonstrates how
our corporate values
of Fairness, Integrity,
Innovation and
Transparency are put
into practice.

Targets, Performance and
Value created

With CAQ’s ongoing
commitment towards
achieving zero incidents

of non-compliance

with relevant laws and
regulations, in 2018,

CAO has continued to
provide compliance related
trainings for the Group’s
workforce to maintain a
constant level of awareness
and vigilance.

During the year, CAO

has also embarked on a
comprehensive Standard
Operating Processes
(“SOPs”) review to identify
and enhance its internal
oversights measures

to improve the Group’s
operational processes and
internal controls.

Anti-corruption As a foremost Singapore
public listed entity, CAO
embraces Singapore’s
stringent anti-corruption
regime and places

great focus on its social
responsibilities to ensure

illegal behaviour.

utmost integrity throughout
its business activities and
to prevent any improper or

CAO adheres to the Committee of
Sponsoring Organisations of the Treadway
Commission (“COS0”) framework which
covers compliance risks including anti-
corruption and bribery, insider trading

and fraud and put in place the necessary
safeguards for the Group’s business
operations.

To reinforce the compliance culture across
the Group, CAO sets out a Code of Conduct
and Ethics, a Gifts and Entertainment

Policy as well as annual compliance related
trainings to all employees. The Group also
has a whistle-blowing channel for reporting
and investigating suspicious cases.

CAO believes in
creating a fair

and transparent
environment for its
business to thrive.
The Group does not
tolerate any fraud,
bribery or corruption.

The Group always strive
to maintain zero incidents
on corruption. There were
no fraud, corruption and
bribery incidents reported
in 2018.

For more details, please
refer to Compliance and
Internal Audit Section.

Pipelines at Shanghai Pudong’s discharge port
| RN EHRD K R E 2
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LOOKING AHEAD

Recognising the increasing challenge that climate change has to CAQO’s business operations such as
customer behaviour and regulatory requirements, CAO adopts a holistic approach in managing its ESG
risks and opportunities beyond financial performance which is key to delivering long-term value to
its stakeholders. The Group will continue to stay abreast of the latest sustainability trends through
continuous training and engagements with industry practitioners and monitor these changing impacts
on the business in order to stay resilient and remain competitive in the market.

Disclosure Annual Report Section

General Standard Disclosures
Organisational Profile

GRI 102-1 Name of the organisation CAOQ at A Glance
GRI 102-2 Activities, brands, products, and |CAO at A Glance
services
GRI 102-3 Location of headquarters International Reach
GRI 102-4 Location of operations International Reach
GRI 102-5 Ownership and legal form Group Structure
GRI 102-6 Markets served International Reach
GRI 102-7 Scale of the organisation Financial Highlights
CAOQO at A Glance

International Reach

CEO Strategic Report - Operations Review
Financial Review

Human Capital Management

GRI 102-8 Information on employees and Human Capital Management
other workers
GRI 102-9 Supply chain Sustainability Report - Procurement Practices
GRI 102-10 Significant changes to the _|Chairman’s Message
organisation and its supply chain | CEQ’s Message
GRI 102-11 Precautionary principle or CAO does not specifically address the
approach precautionary principle
GRI 102-12 External initiatives Chairman’s Message

CEQO’s Message

CEQ’s Strategic Report - Investor Relations
Community Engagement

GRI 102-13 Membership of associations No membership with any industry association.
GRI 102-14 Statement from senior decision- |Chairman’s Message
maker CEQ’s Message

Ethics and Integrity

GRI 102-16 Values, principles, standards, and | Our Values
norms of behaviour

Governance

GRI 102-18 Governance structure Group Structure

Sustainability Report - CAO’s Sustainability
Governance Structure

Compliance and Internal Audit
Statement of Corporate Governance

Stakeholder Engagement
GRI 102-40 List of stakeholder groups Sustainability Report - Stakeholder Engagement
GRI 102-41 Collective bargaining agreements |No collective bargaining agreement.
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GRI 102-42 Identifying and selecting The key stakeholder groups identified either
stakeholders have a significant impact on or are s:gnlflcantly

impacted by CAQ’s sustainability performance.

GRI 102-43 Approach to stakeholder Sustainability Report - Stakeholder Engagement
engagement

GRI 102-44 Key topics and concerns raised |Sustainability Report - Materiality Assessment

Reporting Practice

GRI 102-45 Entities included in the Financial Review

consolidated financial statements
GRI 102-46 Defining report content and topic |Sustainability Report - About this Report

boundaries
GRI 102-47 List of material topics Sustainability Report - Materiality Assessment
GRI 102-48 Restatements of information No restatements of material information.
GRI 102-49 Changes in reporting Sustainability Report - About this Report
GRI 102-50 Reporting period 1 January 2018 - 31 December 2018
GRI 102-51 Date of the most recent report March 2017
GRI 102-52 Reporting cycle Yearly
GRI 102-53 Contact point for questions Sustainability Report - About this Report

regarding the report
GRI 102-54 Claims of reporting in accordance | Sustainability Report - Board Statement

with GRI Standards Sustainability Report - About this Report
GRI 102-55 GRI content index Sustainability Report - GRI Index
GRI 102-56 External assurance No external assurance for this year’s

sustainability report.
Management Approach

GRI 103-1 Explanation of the material topic |Sustainability Report:
and its boundary Economic Performance
GRI 103-2 The management approach and | Environmental Compliance
its components Qil Spill Prevention
GRI 103-3 Evaluation of the management Health and Safety

approach Diversity and Equal Opportunity

Procurement Practices

Protection of Sensitive Information
Compliance and Internal Audit
Anti-corruption

Specific Standard Disclosures
Economic Performance

Material Factor: Economic Performance
GRI 201-1 Direct economic value generated |Financial Highlights
and distributed Sustainability Report - Economic Performance
CEQO’s Message

Financial Review
Environment
Material Factor: Environmental Compliance

GRI 307-1 Non-compliance with Sustainability Report - Environmental
environmental laws and Compliance
regulations

Material Factor: Oil Spill Prevention
GRI 306-3 Significant spills Sustainability Report - Oil Spill Prevention
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Social
Material Factor: Workplace Health and Safety

GRI 4083-2 Hazard identification, risk Sustainabili
assessment, and incident Workplace
investigation

Material Factor: Customer Health and Safety

GRI 416-2 Incidents of non-compliance Sustainability Report - Health and Safety -
concerning the health and safety |Customer
impacts of products and services

Material Factor: Diversity and Equal Opportunity

GRI 405-1 Diversity of governance bodies
and employees

Ey Report - Health and Safety -
nvironment

Gender diversity of employees, refer to
Sustainability Report Overview - Diversity and
Equal Opportunit

Material Factor: Procurement Practices

N/A Reported breach of the Trade
Sanctions Policy

Material Factor: Protection of Sensitive Information

Sustainability Report - Procurement Practices

GRI 418-1 Substantiated complaints Sustainability Report Overview - Protection of
concerning breaches of customer | Sensitive Information
privacy and losses of customer
data

Governance

Material Factor: Compliance and Internal Audit

GRI 419-1 Non-compliance with laws and Sustainability Report - Compliance and Internal
regulations in the social and Audit
economic area Compliance and Internal Audit

Material Factor: Risk Management

N/A Incidents of trading limit breach Sustainabilit){ Report - Sustainability and Risk
according to the limits set by the |Managemen
Risk Management Committee Risk Management
(RMC)

Material Factor: Anti-corruption

GRI 205-3 Confirmed incidents of corruption | Sustainability Report - Anti-corruption
and actions taken Compliance and Internal Audit

. =

CAO employees putting their heads together for team-building exercises
CAORTRAMRESHEERD

. -
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Into-plane refuelling operations at a Chinese airport
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EARNINGS ANALYSIS

The Group’s revenue of US$20.61 billion for the
financial year ended 31 December 2018 (“FY2018”)
was higher by 26.7% compared to US$16.27
billion for the financial year ended 31 December
2017 (“FY2017”), due mainly to the increase in oil
prices which contributed 33.3% to the increase
in revenue, partly offset by a 6.6% reduction in
trading volume. Revenue from supply and trading
of middle distillates increased 20.8% to US$12.36
billion on the back of higher oil prices.

Total supply and trading volumes was 34.85
million tonnes for FY2018, a decrease of 6.6%
compared to 37.31 million tonnes for FY2017. Jet
fuel supply and trading volume decreased 11.5%
to 14.26 million tonnes for FY2018, compared to
16.12 million tonnes for FY2017, and accounted
for 47.8% of the Group’s total revenue in FY2018.
Trading volume for other oil products, comprising
mainly fuel oil and crude oil, decreased 0.88 million
tonnes (5.0%) to 16.63 million tonnes in FY2018
and generated US$8.25 billion in revenue.

China remains the Group’s largest market,
accounting for 59.8% of the Group’s revenue
in FY2018, an increase of 12.4% compared to
FY2017.

Gross profit increased by 29.2% to US$49.99
million for FY2018 compared to US$38.70 million
for FY2017, mainly due to higher profits from
the supply of jet fuel to China and higher gains
from trading and optimisation activities. The
comparatively higher year-on-year gross profit
was also due to lower gains from trading and
optimisation activities in FY2017 as markets
reclined to backwardation in 3Q 2017 and further
exacerbated by increase in supply and operational
costs incurred due to various supply disruptions
caused by weather and refineries outages.

Operating profit for the Group at US$28.43 million
in FY2018 was higher than FY2017 by 40.2%, due
largely to higher gross profit derived from jet supply
and trading, partly offset by higher operating
expenses. As a result of higher operating profit
and share of results from associated companies,
the group’s profit before tax at US$100.54 million
was higher by 9.5% compared to US$91.81 million
for FY2017.
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Total expenses increased 15.2% to US$25.54
million compared to US$22.18 million last year
due mainly to higher interest expense, staff cost
and rental expense.

The Group generated a net operating cashflow
of US$150.84 million in FY2018, compared to
net cash used in operating activities of US$27.24
million in FY2017. Cashflow from investing
activities increased due mainly to higher dividend
income from associated companies.

Whilst improving efficiency and operating under
an acceptable risk level and vigilant risks control
measures, the Group will persist in its global
expansion in jet fuel supply and trading network,
complemented with trading in other oil products as
well as seek opportunities for expansion through
investments.

SHARE OF RESULTS FROM ASSOCIATES

Contributionsfromtheshare ofresultsinassociates,
mainly from Shanghai Pudong International Airport
Aviation Fuel Supply Company Ltd (“SPIA”),
increased 0.8% to US$72.11 million for FY2018
compared to US$71.53 million for FY2017.
Profit contribution from SPIA increased 1.6% to
US$65.21 million compared to US$64.17 million
last year as SPIA achieved higher operating profit
as a result of higher oil price and higher refuelling
volumes at Shanghai Pudong International Airport.

The share of profits from Oilhub Korea Yeosu Co.,
Ltd (“OKYC”) was US$4.78 million in FY2018
compared to US$4.95 million in FY2017 due
mainly to lower revenue from the impact of the
reduction in tank storage fees.

Profit contribution from China National Aviation
Fuel TSN-PEK Pipeline Transportation Corporation
Ltd (“TSN-PEKCL”) was US$2.28 million for
FY2018 compared to US$2.61 million for FY2017
due mainly to fair value amortization adjustment
on consolidation.

Share of profit from China Aviation Oil Xinyuan
Petrochemicals Co. Ltd (“Xinyuan”) decreased
by 70.9% to US$0.17 million due mainly to
the decrease in gross profit as a result of lower
revenue vis-a-vis higher purchase cost.
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Contribution from the Group’s interest in Aviation
Fuel Supply B.V. (“AFS”), which was acquired in
June 2018, was earnings accretive but immaterial.

The Group’s share of loss in CNAF Hong Kong
Refuelling Limited (“CNAF HKR”) was lower at
US$0.69 million for FY2018 compared to US$0.80
million for FY2017, an improvement of 13.1% due
mainly to higher revenue generated from increased
refuelling volumes.

NET PROFIT

The Group’s profit before tax at US$100.54 million
was higher by 9.5% compared to US$91.81
million for FY2017 due principally to the higher
gross profit generated in FY2018.

Income tax expense decreased by 2.9% to
US$6.68 million for FY2018 compared to US$6.88
million for FY2017 due mainly to the absence of
one-off tax expenses incurred on the transfer of
shareholding in OKYC in FY2017, partly offset by
the increase in recognition of deferred tax liabilities
on the Company’s share of undistributed retained
earnings from the associates.

The Group’s net profit in FY2018 was higher by
US$8.93 million or 10.5% at US$93.86 million
compared to US$84.93 million for FY2017.
Earnings Per Share (“EPS”) was higher at 10.91
US cents for FY2018 compared to 9.87 US cents
for FY2017 and the Group’s Return on Equity
(“ROE”) was higher at 12.6% compared to 12.4%
in FY2017.

For FY2018, the Group is proposing afinal dividend
of 4.5 Singapore cents per share.

FINANCIAL POSITION

The Group continued to maintain a healthy
balance sheet in FY2018. As at 31 December
2018, total assets amounted to US$1.65 billion,
compared to US$1.91 billion in FY2017 due mainly
to the decrease in accounts receivables and trade
inventories.

CAO completed the acquisition of Navires Aviation
Limited (“NAL”) in June 2018. Through the
acquisition, CAO is able to establish into-wing jet
supply system at four European airports namely,
Schiphol Airport, Brussels Airport, Frankfurt
Airport and Stuttgart Airport. There was no material
impact on the earnings per share or net tangible
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assets per share of the Group for FY2018. NAL
was renamed China Aviation Fuel (Europe) Limited
(“CAFEU”) in July 2018.

The Group’s liquidity and debt servicing ability
remained strong. As at 31 December 2018,
the Group’s cash and cash equivalents were
US$357.69 million, compared to US$300.04 million
as at 31 December 2017. As at 31 December 2018,
the Group’s current ratio and quick ratio were 1.52
and 1.39 respectively (31 December 2017: 1.33
and 1.16 respectively). The Group’s total trade
and banking facilities amounted to US$2.94 billion
as at end 31 December 2018.

The Group’s net assets stood at US$769.14 million
or 89.42 US cents per share as at 31 December
2018, compared to US$720.73 million or 83.79
US cents per share as at 31 December 2017.
The increase in net asset value per share was
attributable mainly to the earnings generated in
FY2018 less dividends paid in respect of FY2017.
The Group continues to monitor its overall liquidity
position to support its growing business. The
Group’s principal sources of cashflows are from
its supply and trading business operations as
well as dividends received from its investment in
associates.

The Group continues to maintain a healthy bank
balance, exercising stringent credit management
even as it continues to focus and strengthen credit
control, receivables as well as working capital
management, while proactively seeking synergetic
and strategic asset investment opportunities to
diversify and augment its income streams.

ECONOMIC VALUE ADDED

Economic Value Added (“EVA”) profit for FY2018
was US$45.38 million, an increase of 8.9% or
US$3.70 million from US$41.68 million for FY2017,
mainly due to the increase in net earnings on the
back of higher capital employed. Accounting net
profits increased 10.5% year-on-year to US$93.86
million for FY2018, compared to US$84.93 million
for FY2017. To reward shareholders, the Directors
have proposed a first and final dividend in cash of
4.5 Singapore cents per share for FY2018 (FY2017:
4.5 Singapore cents). The Group will continue
to focus on improving efficiency to create value
for shareholders and remain prudent in financial
management.
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INCOME STATEMENT (US$°000)
Bk (F%71)

Revenue Sl & 17,061,031 | 8,987,487 11,703,191 | 16,267,606 | 20,611,954
Gross Profit EF 27,397 35,444 44,050 38,703 49,994
Associated Companies BXE /A7) 43,194 42,296 66,363 71,534 72,109
Net profit attributable to equity 49,160 61,281 86,457 84,927 93,858
holders of the Company (PATMI)
B [ AR R 53 B4
BALANCE SHEET (US$’000)
Ar- sk (F%7T)
Total assets 2 A ™~ 1,378,715 845,517 | 1,341,970 1,909,809| 1,653,568
Total Equity R RN &= 553,514 592,641 647,234 720,727 769,144
Cash and Cash equivalent 94,286 170,505 287,286 300,042 357,690
MERIMEZFN)
FINANCIAL RATIOS
VESgnaS
Earnings per share (US cents) 5.72 712 10.05 9.87 10.91
SR (EH)
Net Asset Value per share (US cents) 64.35 68.90 75.24 83.79 89.42
SRAR™E (ED)
Return on Equity 9.1% 10.7% 14.0% 12.4% 12.6%
AR E
Return on Assets 3.5% 57% 7.8% 5.7% 5.6%
HAFEIRE
Debt Equity Ratio 0.0% 0.0% 15.4% 16.6% 0.0%
AT RAGE
Total Equity Total Cash & Cash Equivalent
\ BRI \ BERIMEZNY
769,144
720,727 357,690
647,234
o 553,514 592,641 " 287,286 300,042
£ g
%Eahg ;;E 170,505
=) -}
94,286
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RISK MANAGEMENT

The global oil market was beset by turbulence and
volatility in 2018. Heightened uncertainty including
the US-China trade conflict, US sanctions against
Iran, increasing crude output from the United
States, Russia and OPEC, as well as credit
risks arising from geopolitical conflicts, natural
disasters, OPEC negotiations and exchange rate
fluctuations impacted the operating environment
of CAO. Against a backdrop of volatile oil prices,
the Brent Crude rose to US$85.45 per barrel in
October 2018 from US$67.89 per barrel at the
beginning of 2018 and thereafter, fell to US$53.06
per barrel at year end.

Despite persistent challenges from US-Iran
sanctions, trade tariffs arising from US-China
trade conflict, geopolitics and a stronger US dollar,
the Group maintained a rigorous and proactive
approach to risk management. With effective
risk management bolstering the operational
competitiveness of the Group, CAO once again
demonstrated the resilience of its business
model while continuing to expand the provision
of services to end customers globally and lifted
the Group’s business performance to deliver a
standout performance with record revenue and
net profit for FY2018.

FOCUSED AND DISCIPLINED APPROACH
As part of its risk culture, the Group continues to
actively develop and refine our centralised risk
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control and support network to facilitate global
business growth. The Group’s risk management
process has the following features:

1. risk management framework, policies and
processes;

risk management strategy;

five key risks and mitigation strategies;
comprehensive Enterprise Risk Management;
market risk management and sensitivity
analysis; and

credit risk management and concentration
analysis.

o koD

CAQO’s risk management framework comprises
risk management policies, guidelines, procedures,
processes, limits, as well as systems of internal
controls, which are put in place to identify,
measure and control various risks encountered
in our business operations, enabling the Group
to quickly respond to constantly changing market
conditions.

Our risk management foundation is built upon
three pillars namely:

1. four-tier management and control structure;

2. policies, guidelines and control framework;
and

3. system, process and people.

Robust Management Control Structure
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To manage the full range of risks to which
it is exposed, CAO relies on its four-tier risk
management framework and reporting structure
to analyse, assess and identify various risks to
effectively mitigate and manage the risk exposure
faced by the Group’s expanding globalised
business operations and ensure continued
healthy business growth. The Group’s four-tier
management and control structure is designed to
ensure sound governance and oversight over the
execution of effective risk management practices
for the Group.

At the strategy level, the Board of Directors has
principal oversight and responsibility on the
management of the various risks the Group faces.
Ultimately, all risk management activities are
reported to the Board of Directors ensuring high
quality, compliance and effective risk management.

At the tactical level, the Risk Management
Committee (“BRMC”) oversees strategic risk
management issues. The RMC sets the limits for
various types of risks and approves new activities
that CAO plans to embark on. Through monthly
reports and quarterly meetings, the RMC reviews
the various risk metrics that provide an indication
on CAOQO’s risk exposures and the manageability of
each risk category.

At the management level, the Company Risk
Meeting (“CRM”) plans and implements risk
management activities to control risks such as
market, credit, operational, enterprise, compliance
and reputational risks. The CRM operates within
the delegated authority set at the RMC level and
is chaired by the Head of Risk Management,
who reports to the management team but has an
independent direct reporting line to the RMC.

At the operation level, the Risk Management
Department ensures that risk management
activities are executed daily and that all risk-related
policies, processes and limits are implemented
and adhered to. Over the years, the risk team
has defined and built the framework around risk
management, identifying, reporting and monitoring
the risk profiles of the Group’s supply and trading
businesses in Singapore, Hong Kong SAR, Los
Angeles and London. CAQO’s global risk team,
with professional credentials such as Energy Risk
Professional (ERP) and Financial Risk Manager
(FRM) by Global Association of Risk Professionals
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(GARP) and their expertise in credit, market
and enterprise risk management manages and
supports appropriate risk management practices
in daily operations across the globe, enabling the
management team to execute strategic business
objectives and achieve performance targets.

RISK MANAGEMENT STRATEGY

As the Group expands its global footprint, increasing
global operations pose a wide range of risks
spanning financial, political, operational, social or
environmental. These include exposure stemming
from changes to regulatory and operational
conditions in certain regions, fluctuations in
currencies and volatility in oil prices. Against a
dynamic and ever-changing environment, CAO
continued to strengthen the resilience of its
businesses through focused risk management.
To better manage the exposure of the Group’s
growing business portfolio, CAO has continually
strengthened the credit risk management team as
part of an enhanced global credit risk framework
to manage growing uncertainties in the Group’s
key markets.

CAQ’s management of risk includes identifying
key areas of uncertainties and risks that will impact
the Group’s strategic performance, and have in
place the appropriate risk mitigating initiatives to
manage them:

e marketrisk - isthe risk of losses arising
from movements in trading
positions and market prices;
is the risk due to uncertainty
of counterparty to meet its
contractual obligations;

is the risk arising from
operational gaps of both
financial and physical
operations;

is the risk of financial and/or
reputational loss that

can result from lack of
awareness or
misunderstanding of,
ambiguity in, or reckless
indifference, to the way law
and regulation apply to a
company'’s business; and

is the risk that that a firm will
be unable to meet its
financial obligations.

e credit risk -

e operation risk -

e legal risk -

e financerisk -
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RISK MANAGEMENT

In 2018, the Group continued to improve and
strengthen its risk management and internal
control processes to better support the global
supply and trading activities of its multi-product
portfolio, which included jet fuel, fuel oil and crude
oil. During the year, the company has initiated and
completed an in-depth comprehensive risk and
mitigation review to assess company-wide risks
and update the Group’s enterprise risk register
to eliminate possible blind spots and reduce its
impact on CAQO.

In addition to conducting regular market risk
stress tests on positions held by the Group, the
risk team conducted enterprise-wide stress tests
in 2018 on the impact that an escalating US-China
trade conflict and Iran sanctions scenarios may
have on CAO. These enterprise-wide stress tests
cover various risks in the areas of market, credit,
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foreign exchange, financing, operations as well as
legal and regulatory. Through such stress-testing
exercises and its evaluation reports, CAQO’s Board
of Directors and management team are regularly
updated on the mitigation measures in place to
manage the various risks and the implications
and potential impact on the Group’s business
operations.

TOP 5 RISKS AND MITIGATION

At CAO, we constantly improve on the risk control
systems through adopting best-in-class practices
and developing new initiatives to enhance the
Group’s risk management capabilities. Besides
managing key identified business risks on a daily
basis, the Group also analysed and determined
the top five risks in CAQO’s operating environment
in 2018 from an internal assessment.

1 | Trading i. Set appropriate portfolio credit limit for all trading High
counterparty counterparties
credit risk ii. Conduct annual review on active counterparties
ii. Strengthen the credit risk management team
iv. Implement credit mitigation measures, such as Letters of
Credit, prepayments, credit insurance, etc
v. Credit Committee assesses credit risk associated with the
Group’s counterparties, setting internal limits and monitoring
exposures
2 | Regulatory i. To establish a diversified portfolio and leverage on the Mid
risk - such as structural advantages of the supply and trading network
liberalisation of ii. To improve logistics efficiencies and extend value chain to
the jet fuel import establish a comprehensive and systematic global jet fuel
market in the PRC supply and trading network
Human resource |i. Implements a competitive compensation package Mid
risk ii. Provides competitive employee benefits
ii. Implements a career progression & development plan for
employees
iv. Implements succession plan to address key personnel risks
Single product i. Adopts product diversification strategy to develop supply and Mid
strategic risk trading capabilities in other oil products
ii. Seeks to build structural advantages for other oil products
through securing supply contracts and investing in synergetic
assets to support trading activities
Investment i. Proactively seek opportunities that offer value add for core jet Mid
strategy risk fuel business with a focus on aviation marketing to support
the Group’s supply and trading network
ii. Continuously refine the Group’s investment portfolio through
acquisitions and invest in synergistic, earnings accretive
assets
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COMPREHENSIVE ENTERPRISE RISK
MANAGEMENT

Recognising that risk management plays a critical
role in business sustainability, CAO has adopted
Enterprise Risk Management (“ERM”) practices
to identify and manage the various types of risks
the Group’s globalised operations is exposed
to. Building on the ERM practices, the risk
management team is able to identify, analyse and
prioritise key risk factors faced by the Group, and
develop action plans to mitigate identified risks.
On an ongoing basis, CAO risk team ensures that
these mitigating action plans are executed as
planned by respective risk owners from various
business units and functions. This elaborate
process ensures that key risks are proactively
monitored and managed and that appropriate
mitigations are put in place.

Under the ERM, the top-down and bottom-
up approach is deployed to effect information
collection and compilation for the Group’s risk
register, which is reviewed semi-annually. During
the review process, each risk entry is quantified
based on impact and probability and ranked, so
as to prioritise significant potential risks by order
of importance.

Besidesthe Risk Register being a critical component
of ERM, the Company Risk Management (“CRM”)
committee, comprised of senior management
team and heads from various business functions,
is an important channel for discussing risk-
related topics and issues. Through monthly CRM
meetings, as well as ad-hoc ones and e-mail

2018 MVaR UTILISATION
2018F = FARHHMREFERER

$2,000,000
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circulation, potential risk factors identified in daily
business operations are discussed and evaluated
on a timely basis.

MARKET RISK MANAGEMENT AND
SENSITIVITY ANALYSIS

In the area of market risk management, the Risk
Management team monitors and analyses the
Group’s supply and trading activities, maintains
comprehensive risk control records and reports
on a daily basis to the management team.

The Market Value at Risk (“MVaR”) is used as a
basic tool to measure market risk. All physical and
financial contracts are subject to MVaR limits and
valuation of the holding portfolio is monitored on
a daily basis. A set of market risk limits, which are
delegated by the Board, include Volumetric limits,
MVaR, Management Alert Triggers and Stop-Loss
limits which are measured and monitored daily,
with back-testing conducted regularly to ensure
the suitability of CAO’s MVaR model.

To complement the market risk limits, the Risk
Management team also conducts market stress
tests on the company’s trading positions on a
regular basis. Using historical scenarios from
the database, the Risk Management team can
simulate in a timely manner the likely impact of
the Group’s recent trading positions in times of
extreme market conditions. These stress-testing
exercises allow CAO to have timely and deeper
insights of business activities, enabling the Group
to take preventive steps when necessary.
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-$2,000,000
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Notwithstanding the high volatility in the market
environment, the Group’s risk appetite remained
cautious and measured. The daily MVaR utilisation
rate, based on a 95% confidence interval, has
remained stable, registering an average MVaR
utilisation of US$383,000 in 2018.

CREDIT RISK MANAGEMENT AND
CONCENTRATION ANALYSIS

Due to the nature of the Group’s business
operations, credit risk is inherent in the Group’s
trading business. It is thus, one of the most
significant measurable risks faced by CAO.

Credit risk is classified into credit default risk,
concentration risk and country risk:

i. credit default risk is the risk of losses arising
from a counterparty being unable to pay its
obligations in full;

ii. concentration risk is the risk posed to a
company by any single or group of exposures
which have the potential to produce losses
large enough to threaten the ability of the
company to continue operating as an going
concern; and

iii. country risk or sovereign risk is the risk of
loss arising from a sovereign state freezing
foreign currency payments or when defaults
on obligations occurs.

| g
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,
\|

i )
Our commitment to business excellence is driven by our unwavering focus on strong corporate governance and prudent risk management ‘
i

To actively manage creditrisk, counterparties’ credit
worthiness is evaluated periodically based on their
financial standings, operating and payment track
record as well as stringent background checks.
Actual credit terms and limits to be granted are
derived based on information obtained.

Notwithstanding the volatile operating
environment and global macroeconomic
uncertainties, the Group has continued to maintain
prudent credit risk management practices with
tightened measures in place including:

i. conducting deep-dive reviews on high risk
counterparties or industry segments, allowing
the Group to adopt pre-emptive measures and
actions to avert potential credit events;

ii. developing in-house accounts receivables
monitoring and reporting system for aviation
marketing customers to better support the
growth of aviation marketing business within
the Group; and

iii. enhancing the credit insurance coverage to
better support the Group’s expanding global
business activities through mitigation of
potential credit losses.
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Our concentration risk profile of accounts
receivables are as follows:

As of 31 December 2018, our geographical
exposure was predominantly Singapore (69.4%),
followed by China (23.6%), and Hong Kong SAR
(1.9%), which made up more than 95% of the
Group’s total exposure.

During the fiscal year, the predominant countries
were China, Singapore and Hong Kong SAR. In
tandem with business expansion, the Group’s
exposure to counterparties outside these three
countries has grown steadily over the years as we
continue to diversify and rebalance the geographic
mix of our business.

As of 31 December 2018, in terms of internal
credit rating, the Group’s exposure was mainly
from Grade B1 (19.2%) and Grade B2 (39.2%)
counterparties, which made up 58.4% of our
exposure.

During the fiscal year, the exposure from these
internal ratings of Grade A1 to B2 equivalent of
investment-grade made up more than 58% of the
Group’s exposure. The overall portfolio was in
good position.

AR Exposure by Country
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For other non investment-grade credit rating of
counterparties, CAO hardly granted any credit
lines and where necessary, payment terms are
granted on Letter of Credit and prepayment basis,
which effectively reduced the Group’s credit risk
exposure.

The Group also employed credit enhancement or
mitigation tools where necessary. These included
obtaining parental company guarantees, cash
collateral, letter of credit from investment-rated
banks and off-set clause in contracts. Such
enhanced measures allowed the Group to be
better equipped in managing risks in daily trading
activities.

Risk managementin CAO remains an integral part of
the Group’s strategic and operational management.
The Group is committed to further inculcate a
risk awareness culture, continuously enhance its
risk management processes and capabilities, to
ensure that the Group’s organisational structure
remains robust and efficient, in order that CAO
remains well-positioned for profitable growth.

AR Exposure by Internal Credit Rating
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COMPLIANCE AND INTERNAL AUDIT

In a dynamic and increasingly complex business
environment, safe, responsible and transparent
business practices are essential to growing
sustainably as an international enterprise.
CAO recognises the growing expectations of
shareholders, investors, customers and employees
and is committed to maintain business operations
and reputational resilience as we work to deliver
sustainable business performance whilst ensuring
integrity and compliance in everything we do.

LEADING THE WAY

CAOQ’s Board of Directors recognises that good
governance is instrumental in driving progress, and
under the mandate of the Board of Directors and
led by CAO management team, the Compliance
and Internal Audit (“CIA”) function supports the
Group’s business activities through increasing
the effectiveness of internal controls to enhance
the effectiveness of governance as well as its
financial and business operations with suitably
designed monitoring measures and sustainably
responsible business practices to drive the
Group’s competitiveness and secure the long-
term development of CAO.

The Sustainability Task Force (“STF”), comprised of
representatives from business functions across the
Group and CIA function have been and continue
to be an important driver in promoting ethical
behaviour and inculcating corporate values amongst
CAO employees. The Group has established a
sound system of compliance oversight based on
the Committee of Sponsoring Organisations of
the Treadway Commission (“COSQO”) framework
approach to develop and monitor the effectiveness
of its internal controls, keeping pace with a complex
and evolving regulatory environment as CAO’s global
business footprint grows. In parallel to our efforts
to strengthen the fundamentals of our business,
CAO constantly work to identify and comply with
applicable local, and international trade legislations
and regulations in regions where CAO operates,
and at the same time, continually strengthen the
management of compliance risks such as anti-trust
and competition laws, anti-corruption, occupational
safety, health and environmental regulations, data
protection, insider-trading and fraudulent activities
against the Group.

Through a comprehensive set of Standard
Operating Procedures (“SOPs”) that serves
as a system of checks and balances on the

Group’s operational processes and business
activities worldwide, these guidelines and
established standards ensure responsible
business practices through standardisation
and consistent implementation of processes or
procedures within the Group globally. The SOPs are
periodically reviewed by auditors for compliance
with organisational and business requirements.
During the year, the CIA team has conducted an
extensive SOPs review exercise spanning across
business functions to further streamline the Group’s
internal processes and procedures for improved
transparency, efficiency and effectiveness.

With the escalation of global trade tensions and
increased regulatory uncertainty in 2018, the Group
stepped up its compliance approach during the year.
In particular, attention was focused on adherence to
international trade sanctions regulations, leveraging
on risk intelligence tools to enhance compliance
strategy to address financial crime, bribery, and
corruption. These tools allowed CAO to conduct
in-depth screening of trade counterparties and
provide real-time monitoring of politically exposed
persons including heightened risk individuals and
entities to facilitate timely response in a constantly
changing regulatory landscape. In situations where
the assessment of trade sanction risks for example
require clarification, the CIA team works together
with the legal and risk management teams to
evaluate compliance requirements with a focus to
integrate compliance actions into daily operations
at the business level.

CAOQ’s compliance culture permeates across the
entire Group and is embedded in the Group’s
corporate values of Fairness, Integrity, Innovation
and Transparency, which forms the basis on which
its Code of Conduct and Ethics is built upon
and applies to all CAO employees, irrespective
of country and regional entities and business
functions. The Code is supplemented by internal
policies and measures which help to provide
detailed guidelines on responsible and reliable
business conduct.

As CAO enlarges its global presence, the Group
faces a wider array of business and compliance
risks, including those associated with bribery
and corruption. Nonetheless, we stand by our
corporate values of Fairness, Integrity, Innovation
and Transparency, regardless of what might be
seen as customary or acceptable in any given
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CAO continuously strives to ensure that our operational standards are benchmarked to the best in the industry
CAOY R REFLIT A RS IR AE SR

market. In 2018, the Group further tightened
both the administration and thresholds of its
Corporate Gifts and Entertainment Policy so as to
promote sustainable business engagements with
the Group’s stakeholders including employees,
business partners, suppliers and shareholders
appropriately. In addition, the Group has also
increased focus and worked to improve areas
such as general business procurement practices
and enhanced due diligence processes on
relevant service providers and agents to ensure a
fair procurement process with the highest level of
transparency in dealing with vendors and, at the
same time, strengthen the Group’s compliance
requirements. CAO believed that these measures
collectively support the Group’s efforts against
kickbacks, facilitation payments and any other
forms of offer.

The Group’s whistle-blowing channel is accessible
through the corporate website - www.caosco.com
to ensure that concerns may be reported,

investigated and duly addressed. During the year,
there have been no issues raised through the
whistle-blowing channel.

To bolster CAO employees’ awareness of the
Group’s compliance requirements, the CIA team
has in place an interactive web-based training
program to ensure that employees at all levels
across the Group are and remain adequately
knowledgeable and skilled to apply legal, regulatory
and other compliance requirements in their daily
work. Other information sharing sessions such as
Lunch & Learn workshops are also organised to
address common issues frequently encountered
by CAO employees in their daily work. In total,
over 80% of CAO global workforce participated in
compliance related training in 2018.

In line with the Board of Directors’ commitment to
maintain high ethical standards which are integral
to CAO’s corporate identity and business, the
Group hasin place internal management directives,
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guidelines and policies, which crystallise CAO’s
business practices that are geared towards
the accomplishment of the Group’s strategic
targets while ensuring a high level of compliance,
governance and internal controls.

STAYING AHEAD

Beyond its compliance role, the CIA team has the
added functional responsibility of administering
the yearly internal audit work that seeks to
independently evaluate the effectiveness of
control measures and governance processes of
the Group. The team aims to provide reasonable
assurance to the Group’s management team
that appropriate control measures are in place
to address significant concerns in its global
business environment. In recognition of the
central importance of the CIA function, the head
of Compliance and Internal Audit reports directly
to the management team as well as the Audit
Committee directly on the implementation and
progress of compliance and internal audit matters
including compliance violations and audit findings.

The CIA function plans periodic internal audit
reviews and the scheduled plan is submitted
to the Audit Committee for approval annually.
The approved audit reviews will be conducted
by a team of qualified professionals from an
international auditing firm covering the assessment
of the Group’s internal control systems including
an independent biennial review commissioned
to ensure the overall effectiveness of the Group’s
business practices. The internal audits report on
significant findings, internal control deficiencies
and systems weaknesses, which might possibly
impact Group operations, and are submitted
to the Audit Committee as well as the Board of
Directors on a quarterly basis. Corrective actions
are subsequently implemented within a reasonable
time frame.

STAYING VIGILANT

CAO believes that staying vigilant and being
prepared for adverse business scenarios are
the best safeguards against possible business
disruptions. Also, maintaining vital capabilities to
continue critical business functions operationally
with minimum impact in the event of a crisis

41

is imperative for the Group. To manage a level
of operational readiness, CAO has in place a
group-wide Business Continuity Plan (“BCP”)
that integrates with the IT Disaster Recovery Plan
(“DRP”), establishing the guidelines, structure
and support framework necessary to ensure
appropriate emergency escalation response,
resumption and recovery of key business functions
and processing resources in a timely manner
coupled with effective communication channels
among the Group’s key management team and
employees globally.

Against a backdrop of ever-changing business
environment, potential strategic, operational,
financial and reputational impact from potential,
direct and indirect incidents such as oil spills and
cyber-security breaches that may affect CAO are
considered and reviewed on a regular basis. During
the year, CAO conducted a group-wide BCP and
DRP drill with a desktop simulated crisis exercise
at a pre-determined and identified disaster recovery
site. CAO senior management team, together with
key personnel from front office to back-end and
support functions were involved in the simulated
crisis scenario with concurrent participation from
CAO subsidiaries worldwide. The exercises were
successfully conducted with minimal downtime for
ongoing business applications.

Following the improvements and enhancements to
the compliance framework and processes in 2018,
the Group is focused and committed to ensuring
consistency in business practices application
and effectiveness of internal controls processes
wherever we operate. Guided by our corporate
values and Code of Conduct, CAO will strive to
ensure that compliance is a central pillar of our
management and an integral part of our corporate
culture whilst maintaining the highest level of
ethical integrity as we work towards sustainable
growth.
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HUMAN CAPITAL MANAGEMENT
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We are committed to a corporater
our people can grow and develop together with the company
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At CAO, we see our people and culture as critical
and valuable assets. At the core of the Group’s
human capital management is a people-focused
strategy to develop and strengthen the Group’s
talent pool as well as to cultivate a safe and
inclusive corporate culture where employees
can positively contribute to the sustained growth
of the Group. We firmly believe that the Group’s
long-term growth and success is fundamentally
based on our employees’ integrity, commitment,
professionalism and their unwavering resolve to
deliver strong and sustainable performance.

OPTIMISING ORGANISATIONAL STRUCTURE
FOR STRATEGIC TRANSFORMATION

CAO aims to establish and position itself as a high
performance organisation to enable the Group
to be successful in an increasingly competitive
business environment. In 2018, to improve the
efficiency of the Group’s corporate structure,
the organisation was realigned and the business
portfolio was repositioned to enhance the
competitiveness of CAO. The Jet Fuel Supply, Jet
Fuel Trading and Aviation Marketing business units
were merged to form the Aviation Fuel Business
unit. This decision was made to pivot the Group’s
strategic focus clearly on its core jet fuel business,

culture of Fairness, Integrity, Innovation and

T 4 ’_.;;"" =

combining the procurement, supply, trading as
well as sales and marketing functions to form
an integrated centralised value chain, ensuring
a unified approach to better derive competitive
regional advantage spanning  Singapore,
Hong Kong SAR, North America and Europe,
maximising value creation. Other oil products
segment including gasoil, fuel oil and crude oll
now comprise the Other Qil Products Trading
business unit, leveraging on market synergies to
improve access to new markets and customers
to achieve profitable growth. Concurrently, we
have also streamlined the administration of the
Group through consolidation of middle and back
office functions. The Business Development
function is now Corporate Development and
Investments and covers strategic planning,
investments and operations to drive the Group’s
operational competitiveness and corporate
transformation efforts. Investor Relations and
Administration functions have been merged to
form Corporate Affairs to improve administrative
efficiency and facilitate back office management.
Through the extensive optimisation of the Group’s
organisational, business and operation structures,
CAO seeks to enhance and strengthen its business
competitiveness for further growth.
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MOTIVATING OUR PEOPLE

For CAQ’s corporate sustainability, the motivation,
talent, experience and performance of our
employees is an essential element for the Group’s
continued growth and competitiveness. Engaged
employees are what will make CAO successful,
and to foster a diverse, collaborative and mutually
supportive workplace, we strive to provide various
activities and initiatives to engage CAO employees
throughout the year.

Against the backdrop of increasing business
demands and to support the wide-ranging
processes at CAO across all business units and
functions globally, the Office Automation (“OA”)
implementation project was initiated in mid
2018. The centralised OA platform is rolled out
to facilitate global employee communication and
engagement, cultivate peer to peer collaboration
and enhance administration efficiency. An OA
mobile app was also introduced to provide
employees work flexibility and at the same,
enhance overall productivity of the workforce. The
Group also utilises multiple channels and platforms
to communicate and provide regular updates on
the Group’s business performance to employees
at quarterly town hall meetings, conduct regular
surveys to obtain feedback and suggestions
from employees, share and disseminate latest
corporate development information through the
OA intranet.

To ensure that CAQO’s corporate values of
Fairness, Integrity, Innovation and Transparency
are tangible and feasible in our everyday business
operations, all new employees are required to
undergo a comprehensive orientation programme
to get acquainted with the Group’s businesses
and operations as well as the Group’s vision
and corporate culture. Led by HR, the corporate
culture committee comprising representatives
across business functions develop an active
social calendar for CAO workforce, with a variety
of employee activities, such as weekly physical
exercise, sports or marathon participations,
calligraphy and team-building workshops,
festive gatherings such as dragon boating, to
encourage cross-departmental interaction and
communication, instii a sense of belonging
and foster cohesiveness amongst employees.
Recognisingonly healthy and motivated employees
can ensure the continued success of the Group
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and to create a positive and inclusive workplace
culture, CAO work-life initiatives in 2018 included
setting up a staff canteen for the Singapore office
to promote healthy eating at work.

DEVELOPING & MANAGING A GLOBAL
TALENT POOL

In view of constantly changing business needs,
continuing professional development forms an
integral part of the Group’s HR approach aimed at
developing skilled employees. CAO supports our
employees through a wide range of training and
skills upgrading opportunities made available in
many forms, including technical-based, soft skills
learning and development workshops, seminars
and external job specific as well as professional
programmes, ensuringthattheinternaltalentbench
remains strong and is continually strengthened so
as to sustain business performance.

Training is a key pillar of the Group’s HR policy
and is the foundation of CAQO’s strategy to
develop CAO employees, enabling the Group to
establish a right balance of core competencies
and capabilities for the sustainability of the Group.
Talented individuals are also encouraged to take
responsibility for their own career development
and to challenge themselves in their everyday
work. In 2018, CAO continued to invest in the
training of our employees and Singapore based
employees received a total of 546 hours of training
for the year.

RECOGNISING AND REWARDING
PERFORMANCE

CAO has established a fair and transparent
remuneration policy that is tied to a set of
business performance indicators outlined by
the Board of Directors to ensure the long term
success of the Group. To maintain the Group’s
competitive advantage globally, we constantly
seek to attract, motivate and reward talents
based on their performance and contribution to
the Group’s business performance. An external
consultancy firm was engaged during the year for
salary benchmarking against industry as well as
the overall market. In 2018, CAO’s compensation
strategy was reviewed with CAO employees’
remuneration aligned with internal parity and
market benchmarks to ensure appropriate
incentives for high achievers.
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CAO employees dragon boat rowing at Marina Bay
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Beyond competitive remuneration, CAO strives
to develop and nurture the skill base of our
employees, both for their own personal career
progression as well as for the Group’s continued
success. A performance appraisal system has
been in place and is constantly enhanced to
identify and ensure that the core competencies
of employees are aligned with the Group’s
strategic targets. Employees and their immediate
superiors are encouraged to discuss and review
their annual work objectives and job performance
periodically, and are required to formally review
employees’ performance bi-annually. During these
performance appraisals, competence gaps are
noted and appropriate training needs are identified
and discussed openly with employees to support
employee development, reinforcing a shared
understanding of performance expectations and
business demands. In 2018, to reward outstanding
employee performance, the Group initiated a
Board Incentive award for CAO employees whose
efforts and contribution impact the performance of
the company, and whose exceptional performance
creates value for the Group, or whose exceptional
achievement is of strategic value to CAO, ensuring
that employees are continually motivated and
engaged to contribute to the growth of the Group.

DIVERSITY & EQUAL OPPORTUNITIES

A fair, diversified and inclusive workplace is integral
to CAO’s success and the Group constantly
strives to develop a diverse workforce with
specialised, complementary skillsets, ideas and
experiences that not only enriches the workplace
and enhances business performance but also
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creates an inclusive working environment where
all employees feel valued, have opportunities to
advance and are driven to succeed.

Headquartered in Singapore, the Group’s HR
practices adhere to the Tripartite Alliance for
Fair and Progressive Employment Practices
(“TAFEP”) that promotes fair and equitable
employment practices. We affirm our commitment
to competitive workplace practices and our HR
policies are aligned to the guidelines formulated
by TAFEP. Transparent processes are in place
for the recruitment and promotion of employees
to ensure that all decisions are based on clear
performance criteria. We also deploy a variety
of measures including non-discriminatory
recruitment advertisements, regular performance
appraisal for employees, instiling a code of
ethics and establishing an appropriate avenue for
employee grievances to promote best practices
in workplace initiatives within the Group. CAO
also supports the Fair Consideration Framework
by the Ministry of Manpower, Singapore, with
job openings at CAO made publicly accessible
at the Jobs Bank administered by the Workforce
Development Agency of Singapore.

CAO is committed to equal opportunity and
treatment for all employees. The Group deploys
and promotes all employees in accordance with
their competencies, talent and performance,
irrespective of race, gender, age, religion and
any other characteristics protected under the
law. As at end December 2018, the group has a
total headcount of 105 employees worldwide, out
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of which 74 employees are based in Singapore.
Employees based outside Singapore accounted
for 29.5% of the workforce. In Singapore, the
gender composition is approximately a 41:59 split
between men and women, out of which 53% of
the workforce fell within the 30 to 40 age group,
13% of the employees were below the age of 30,
26% in the 41 to 54 age group and 8% were above
55 years old.

BUILDING A SUSTAINABLE WORKFORCE
CAOQ attaches the highest priority to provide an
optimal workplace environment for our global
workforce.

Protecting the health and safety of our employees
and business partners at work is of central
importance at CAO. We believe that accidents and
injuries are preventable and we are determined to
prevent them by promoting a culture where safety
is an integral part of every business decision across
the Group. Our Safety, Health & Environment
(“SHE”) Policy & Guidelines emphasises the
importance of occupational health and workplace
safety in the workplace environment and serves to
instil in all employees a shared responsibility and
accountability for safe behaviour and workplace
practices. Annual health screenings, pandemic
illness updates, mandatory workplace health and
safety briefings and fire drills are held regularly
throughout the year to create awareness that
keeping the workplace and environment safe is of
paramount importance to the CAO work culture
and to reinforce a robust SHE culture. In 2018, there
were zero fatalities and occupational diseases
involving CAO employees in our corporate office.
Additionally, CAO also strives to provide a safe and
healthy work environment that is non-threatening,

CAOSG EMPLOYEE AGE STRUCTURE
CAOSGR T4t

® Below age 30 13%
53%
Between age 41 to 54 26%
Age 55 and above 8%

® Between age 30 to 40
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with no harassment, assaults and bullying. Proper
grievance handling procedures are also in place
to ensure all incidents are resolved in a timely and
impartial manner.

In line with corporate sustainability, all employees
are expected to upkeep a high standard of integrity
in matters of conduct at all times in accordance
with CAO’s Code of Ethics. We believe that
conducting our business dealings in an upright
manner is instrumental to the continued growth
and success of the Group, and as such demand
employees to be mindful and avoid improper
circumstances and actions that might give the
appearance of wrongdoing which could discredit
themselves, co-workers or CAO.

CAOQ attaches great importance to safeguarding
the personal information of our employees,
respecting their right to privacy. In accordance
with the Personal Data Protection Act (“PDPA”)
which came into force in 2014, the Group has in
place a Personal Data Protection policy set out
to safeguard the proper management, use and
disclosure of personal data of employees. With
rising incidences of data breaches in recent times
and in light of the amount of data and personal
information transmitted over the Group’s networks
continuing to increase, the Group regularly reviews
its PDPA policy and processes including data
security preventive measures to ensure employees
are informed and educated on the purpose of their
given consent and that the Group undertakes
considerable measures to protect the privacy of
employees at all times. Access to employee data
remains limited to only those that have a legitimate
business need or to fulfill a legal requirement.

CAOSG EMPLOYEE BY YEARS OF SERVICE
CAOSG Z THRSBZ IR

45%
20%
23%
12%

® Less than 3 years
® Between 3 to 5 years
Between 6 to 10 years

11 years and more
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CAO employees at a team-building event
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COMMUNITY ENGAGEMENT

Committed to responsible corporate citizenship
and doing good for the communities where we
do business, CAO is dedicated to responsible
social actions as we believe that profitable and
responsible operations enhance the well-being
of the communities in which we operate. By
embarking on social initiatives that ensure the
vitality and sustainability of our Corporate Social
Responsibility (“CSR”) outreach programme,
the Group strives to contribute meaningfully and
create positive impact on the communities and
environment where we live and work.

COMMUNITY IMPACT

Over the past nine years, the Group has
actively driven its CSR outreach programme
by collaborating with government bodies, non-
government organisations and community groups
with sound track record in respective fields to
foster positive engagement through supporting
charitable and social causes we believe in.

CAO has been involved with Beyond Social
Services’ pre-school facility - Healthy Start
Child Development Centre (“HSCDC”), offering
assistance and availing access to quality social
and pre-school educational opportunities to the
less privileged children from Singapore’s Bukit
Merah and Redhill neighbourhood estates since
2010. In 2018, CAO volunteers together with 51
HSCDC pre-schoolers, went on a field trip to the
S.E.A. Aquarium at the Marine Life Park on Sentosa
island where the pre-schoolers had fun learning
about marine life and the underwater world.

To boost the impact of its societal initiatives,
the Group is also committed to educational
programmes that contribute to the sustainable
development of the oil trading industry. For
2018, CAO supported the International Trading
Programme at Nanyang Technological University
of Singapore and its range of initiatives that
include the continued development of a talent
pipeline for the sector, sharing of knowledge
through dialogues, seminars as well as providing
internships for students in the programme.

SUSTAINABLE ENVIRONMENT

In the face of growing and significant
environmental challenges, CAO is resolute and
committed to grow its business sustainably and
be a responsible energy company through creating
and raising environmental consciousnness in the
communities.

CAO encourages active participatidn by

employees in community outreach events
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CAOQ actively supports green initiatives that drive
environmental conservation and sustainability in
eco-outreach and carbon reduction initiatives,
including partnering with National Parks Board
(“NParks”) of Singapore to organise biodiversity
preservation activities such as tree-planting at
Sungei Buloh Wetland Reserve and weeding and
removing of wild creepers in the forested areas at
Admiralty Park in urban Singapore over the years.
Additionally, through collaboration with airline
industry partners, the Group also supports the
advancement of green aviation to provide cleaner
and more efficient biofuel to airline customers.

To bolster environmental protection and conservation
awareness amongst CAO employees, in December
2018, CAO collaborated with Paper Carpenter,
a cardboard design carpentry agency, and
organised a workshop to promote and encourage
environmentally sustainable lifestyle practices. A
total of 21 CAO employees participated in the green
workshop.

SUSTAINABILITY COMMITMENT

As the Group continues to enlarge its global
footprint, CAO is committed to operate our
businesses responsibly and seek sustainable ways
to create synergistic value by supporting vibrant
volunteer opportunities, socialimprovement efforts
and charitable causes; for ours is a commitment
toward a sustainable future in the communities
where we operate.
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CORPORATE GOVERNANCE AT A GLANCE

Guideline Questions How has the Company complied?

General (@) Has the Company complied with all the | Yes. Refer to page 106
principles and guidelines of the Code? If not,
please state the specific deviations and the
alternative corporate governance practices
adopted by the Company in lieu of the
recommendations in the Code.

(b) Inwhat respect do these alternative corporate | Not Applicable
governance practices achieve the objectives
of the principles and conform to the guidelines
in the Code?

Board Responsibility

Guideline 1.5 What are the types of material transactions which | Refer to page 107
require approval from the Board?

Members of the Board

Guideline 2.6 (@ What is the Board’s policy with regard to | Refer to pages 106 and 107
diversity in identifying director nominees?

(b) Please state whether the current composition | Refer to “Board of Directors” Section of
of the Board provides diversity on each of | the Annual Report
the following - skills, experience, gender and
knowledge of the Company, and elaborate
with numerical data where appropriate.

(c) What steps has the Board taken to achieve the | Refer to pages 106 to 114
balance and diversity necessary to maximise
its effectiveness?

Guideline 4.6 Please describe the board nomination process | Refer to pages 112 and 113
for the Company in the last financial year for (i)
selecting and appointing new directors and (ii) re-
electing incumbent directors.

Guideline 1.6 (@) Are new directors given formal training? If not, | Refer to pages 108 and 109
please explain why.

(b) What are the types of information and training | Refer to pages 108 and 109
provided to (i) new directors and (ii) existing
directors to keep them up-to-date?

Guideline 4.4 (@ What is the maximum number of listed | Refer to page 112
company board representations that the
Company has prescribed for its directors?
What are the reasons for this number?

(b) If a maximum number has not been | Not Applicable
determined, what are the reasons?

(¢) What are the specific considerations in | Refer to page 112
deciding on the capacity of directors?

Board Evaluation

Guideline 5.1 (@ What was the process upon which the Board | Refer to pages 113 and 114
reached the conclusion on its performance for
the financial year?

(b) Hasthe Board metits performance objectives? | Yes
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Independence of Director

Guideline 2.1 Does the Company comply with the guideline onthe | Refer to pages 109 and 110
proportion of independent directors on the Board?
If not, please state the reasons for the deviation
and the remedial action taken by the Company.

Guideline 2.3 (@ Is there any director who is deemed to be | None
independent by the Board, notwithstanding
the existence of a relationship as stated in
the Code that would otherwise deem him
not to be independent? If so, please identify
the director and specify the nature of such
relationship.

(b) What are the Board’s reasons for considering | Not Applicable
him independent? Please provide a detailed
explanation.

Guideline 2.4 Has any independent director served on the Board | Yes. Two (2) independent directors, Dr
for more than nine (9) years from the date of his | Wang Kai Yuen and Mr Ang Swee Tian
first appointment? If so, please identify the director | have served for more than nine (9) years
and set out the Board'’s reasons for considering him | from the date of their first appointment.

independent. Refer to page 110
Disclosure on Remuneration
Guideline 9.2 Has the Company disclosed each director’s and | Yes. Refer to page 117

the CEQ’s remuneration as well as a breakdown (in
percentage or dollar terms) into base/fixed salary,
variable or performance-related income/ bonuses,
benefits in kind, stock options granted, share-
based incentives and awards, and other long- term
incentives? If not, what are the reasons for not
disclosing so?

Guideline 9.3 (@ Has the Company disclosed each key | Yes. Referto pages 117 and 118
management  personnel’s  remuneration,
in bands of S$250,000 or in more detail,
as well as a breakdown (in percentage or
dollar terms) into base/fixed salary, variable
or performance-related income/bonuses,
benefits in kind, stock options granted, share-
based incentives and awards, and other long-
term incentives? If not, what are the reasons
for not disclosing so?

(b) Please disclose the aggregate remuneration | Refer to page 117
paid to the top five (5) key management
personnel (who are not directors or the CEQ).

Guideline 9.4 Is there any employee who is an immediate family | None. Refer to page 118
member of a director or the CEO, and whose
remuneration exceeds S$50,000 during the year?
If so, please identify the employee and specify the
relationship with the relevant director or the CEO.
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CORPORATE GOVERNANCE AT A GLANCE

Guideline
Guideline 9.6

Guideline 6.1

Questions

(@

(b)

(©

Please describe how the remuneration
received by executive directors and key
management personnel has been determined
by the performance criteria.

What were the performance conditions used
to determine their entitlement under the
short-term and long-term incentive schemes?

Were all of these performance conditions
met? If not, what were the reasons?

Risk Management and Internal Controls

What types of information does the Company
provide to independent directors to enable them
to understand its business, the business and
financial environment as well as the risks faced by
the Company? How frequently is the information
provided?

How has the Company complied?
Refer to page 118

Refer to page 118

Yes

Refer to pages 114 and 115

Guideline 13.1

Does the Company have an internal audit function?
If not, please explain why.

Internal audit function is outsourced.
Refer to page 124

Guideline 11.3

(@)

In relation to the major risks faced by the
Company, including financial, operational,
compliance, information technology and
sustainability, please state the bases for
the Board’s view on the adequacy and
effectiveness of the Company’s internal
controls and risk management systems.

In respect of the past 12 months, has the
Board received assurance from the CEO and
the CFO as well as the internal auditor that:
(i) the financial records have been properly
maintained and the financial statements give
true and fair view of the Company’s operations
and finances; and (i) the Company’s risk
management and internal control systems are
effective? If not, how does the Board assure
itself of points (i) and (ii) above?

Refer to page 122

Refer to page 122

Guideline 12.6

Please provide a breakdown of the fees paid
in total to the external auditors for audit and
non-audit services for the financial year.

Refer to page 189 of the Annual Report
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(b) If the external auditors have supplied a | The Audit Committee undertook the review
substantial volume of non-audit services to | of the independence and objectivity of the
the Company, please state the bases for the | external auditors through discussions with
Audit Committee’s view on the independence | the external auditors as well as reviewing
of the external auditors. the non-audit services provided by them

and the fees paid to them. The non-audit

fees which represented less than fifty per
cent. (560%) of the total annual audit fees,
mainly comprised limited financial review
on associates and tax advisory services.
The external auditors had evaluated the
scope of the non-audit services prior to
the commencement of the engagement
for the provision of non-audit services
and had concluded that the non-audit
services were permissible under the
independence requirements set out in the

Code of Professional Conduct and Ethics

of Accountants (Public Accountants)

Rules. In addition, additional safeguards

were put in place by the external auditors

to reduce the threat of independence to an
acceptable level.

Having considered the foregoing, the
Audit Committee is satisfied with the
independence of the external auditors.

Communication with Shareholders

Guideline 15.4 (@ Does the Company regularly communicate | Yes. Refer to page 125
with shareholders and attend to their
questions? How often does the Company
meet with institutional and retail investors?

(b) Is this done by a dedicated investor relations | Yes. Refer to page 125
team (or equivalent)? If not, who performs this
role?

(¢ How does the Company keep shareholders | Refer to pages 125 and 126
informed of corporate developments, apart
from SGXNET announcements and the annual
report?

Guideline 15.5 If the Company is not paying any dividends for the | Not Applicable
financial year, please explain why.
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STATEMENT OF CORPORATE GOVERNANCE

In the midst of geopolitical and global economic uncertainties and the fast-changing business landscape which continues to
present new and ongoing challenges to the Board of Directors (the “Board”) and Management of China Aviation Oil (Singapore)
Corporation Ltd (“CAO” or the “Company”), the Board and Management of the Company remained committed to embracing
the highest standards of corporate governance and in keeping with the Company’s corporate philosophy of transparency and
integrity. We strive to surpass the minimum requirements of openness, integrity and accountability prescribed by the Singapore
Exchange Securities Trading Limited (the “SGX-ST”) and the recommendations of the Code of Corporate Governance (the
“2012 Code”). Good corporate governance has become a fundamental part of our corporate culture and business practices
of the CAO group (the “CAO Group”) and in ensuring the continued strong performance of our businesses and maintaining
investor confidence which underpin the sustainable, long-term growth of our businesses and shareholder value.

Since the adoption of the CAO Corporate Governance Policy in August 2012 which corporate governance principles and
guidelines are devised in line with the principles and guidelines set out in the 2012 Code (the “CAO Corporate Governance
Policy”), ongoing concerted efforts have been made by relevant departments mandated with the responsibility to oversee the
adoption of the CAO Corporate Governance Policy in their practices, processes and operations. The corporate governance
practices of the CAO Group and the CAO Corporate Governance Policy are reviewed regularly and are continually fine-tuned
and enhanced to ensure that they remain relevant and effective in the light of changing legal and regulatory requirements
and volatilities of the trading business and operating environment. In the light of the Code of Corporate Governance of 2018
(the “2018 Code”) which took effect from 1 January 2019, the Company has initiated the internal process of reviewing and
amending the CAO Corporate Governance Policy to align the same with the 2018 Code.

We confirm that throughout the financial year ended 31 December 2018 and at the date of issue of this Statement of Corporate
Governance, the Company is in substantial compliance with the provisions of, and applied the principles set out in the 2012
Code.

With the view to preserving and growing shareholder value through strong and effective corporate governance, the Board
has put in place a set of well-defined and sound systems of internal controls and processes which the Company voluntarily
subjects them to biennial review by an independent third party consultant.

This report primarily describes the Company’s corporate governance practices for the financial year ended 31 December 2018
with specific reference to the 2012 Code and details how we apply the principles and comply with the provisions of the 2012
Code.

(A) BOARD MATTERS

THE BOARD’S CONDUCT OF ITS AFFAIRS

Principle 1

Every company should be headed by an effective Board to lead and control the company. The Board is collectively responsible
for the success of the company. The Board works with Management to achieve this and the Management remains accountable
to the Board.

At the date of issue of this Statement of Corporate Governance, the Board comprises eight (8)
Non-Executive Directors and the Chief Executive Officer/Executive Director (the “CEO/ED”). All Independent Directors as well
as those nominated by the two (2) major shareholders, namely China National Aviation Fuel Group Limited (“CNAF”) and BP
Investments Asia Limited (“BP”), were appointed on the strength of their expertise, experience and stature.

The Board is composed of members who are diverse in terms of education, skills, regional and industry experience, geographical
origin, interpersonal skills, race, gender and age. Details including the academic and professional qualifications and major
appointments of each Director are provided under the “Board of Directors” section of this Annual Report.

The Board recognises and embraces the importance of Board diversity which aims to cultivate a broad spectrum of demographic
attributes and personal characteristics in the boardroom, leveraging on differences in thought, perspective, knowledge, skill,
regional and industry experience, cultural and geographical background to ensure that the Company retains its competitive
advantage.
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The Board has put in place Internal Policy Guidelines on Board Diversity to provide guidance to the Nominating Committee in
reviewing and assessing the appropriate mix of diversity, skills, experience and expertise required on the Board and the Board
Committees of the Company, and the extent to which the required skills and core competencies are represented on the Board.
In carrying out its responsibilities in accordance with the said Internal Policy Guidelines on Board Diversity, the Nominating
Committee will take into account the Company’s diversity objectives as well as the need to maintain flexibility to effectively
address Board renewal and succession planning at Board level and to ensure that the Company continues to attract and retain
highly qualified individuals to serve on the Board and Board Committees.

The Board believes that developing a heterogeneous Board will contribute to the achievement of its strategic and commercial
objectives which will include: (i) driving better business performance and results; (i) making corporate governance more
effective; (iii) encouraging a wider range of ideas and options and ensuring high quality and responsible decision-making
capability; and (iv) ensuring sustainable growth and development of the CAO Group.

The Directors are collectively responsible to the Company’s shareholders for the long-term success of
the CAO Group and for its overall strategic direction, its values and its governance. They provide the Company with the core
competencies and the leadership necessary for the CAO Group to meet its business objectives within the framework of its
systems of internal controls and processes.

All members of the Board are aware of their responsibility to take decisions objectively which promote the success of the CAO
Group for the benefit of shareholders.

The CAO Corporate Governance Policy sets forth the matters reserved for the Board’s decision, and provides clear directions
to Management on matters that must be approved by the Board. In addition, Management has the responsibility for overseeing
the implementation by the CAO Group’s operating subsidiaries of the policies and strategy set by the Board, and for creating
the framework for their successful day-to-day operation.

Some of the businesses that the Board transacts include:
(@) setting, reviewing and approving corporate strategies, annual budgets and financial plans;

(b) reviewing the adequacy and integrity of the Company’s internal controls, risk management systems, financial reporting
systems and monitoring the performance of the CAO Group and the Management;

(c) ensuring that the CAO Group and Management comply with all laws, regulations, policies, directives, guidelines and
internal code of conduct;

(d) considering and approving the nominations of suitable candidates to the Board of Directors; and
(e) ensuring accurate, adequate and timely reporting to, and communication with shareholders.

Key matters that are specifically reserved for the Board’s consideration and decision include, but are not limited to, corporate
planning, material acquisitions and disposals of assets, corporate or financial restructuring, formulation of any dividend policy
or the change of such dividend policy, declaration of dividends, interested person transactions and any appointment, re-
appointment or removal of the Chairman of the Board.

Apart from matters specifically reserved for Board’s consideration and decision, the Board will approve transactions
exceeding certain threshold limits, whilst delegating authority for transactions below those limits to Board Committees and the
Management for approval.

: To ensure the efficient discharge of its responsibilities and to provide
independent oversight of Management, various Board committees namely, the Audit Committee, the Nominating Committee,
the Remuneration Committee and the Risk Management Committee; have been constituted with clear written terms of reference.
Each Committee has the authority to examine issues relevant to their terms of reference and to make recommendations to the
Board for action. The ultimate responsibility and decision on all matters still lies with the Board.

An annual review and assessment on the adequacy of existing terms of reference of each of the Board Committees had been
carried out by the respective Board Committees, taking into consideration the recommendations of the 2018 Code.
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To optimise operational efficiency, the Company regularly reviews and updates its financial authorisation and approval limits
for purchases and expenses requisitions as well as expenses/fees relating to costs of sales (within and outside the approved
full-year budget) in tandem with the business operational needs.

The Board met four (4) times in 2018. At the scheduled quarterly Board
meetings for the financial year 2018, the Board: (i) reviewed and approved the release of the quarterly and full-year results; (i)
discussed reports by Management relating to major corporate activities; (iii) approved the annual budget; and (iv) reviewed
the performance of the CAO Group’s businesses. When Directors cannot be physically present, telephonic attendance and
conference via audio-visual communication at Board and Board committee meetings are allowed under the Company’s
Constitution. The number of meetings of the Board and Board Committees held in 2018 as well as the attendances of each
Board member at these meetings are disclosed below:

Xi Zhengping 4 N.A. N.A. N.A. N.A. N.A.
Wang Kai Yuen 4 4 2 4 N.A. 1
Wang Yanjun' 4 N.A. N.A. N.A. N.A. N.A.
Li Yongji 4 4 2 4 4 N.A.
Li Runsheng 4 4 2 4 N.A. 1
Ang Swee Tian 4 4 2 4 4 1
Bella Young Pit Lai 4 N.A. 2 4 N.A. N.A.
Meng Fanqiu’ 3 N.A. N.A. N.A. N.A. N.A.
David Windle? 4 4 N.A. N.A. 4 N.A.
Feng Hai® - N.A. - N.A. - N.A.
Chan Yat Chung* - - N.A. N.A. - N.A.
Number of Meetings Held 4 4 2 4 4 1

Notes:

1 Mr Wang Yanjun, an Executive Director and a CNAF-nominee Director, was appointed as the Chief Executive Officer on 12 September 2018 in place of
Mr Meng Fangiu .

2  Mr David Windle, a BP-nominee Director, resigned as a Non-Executive, Non-Independent Director on 1 November 2018 and had concurrently relinquished his
office as Chairman of the Risk Management Committee and as a member of the Audit Committee.

3  Mr Feng Hai, a CNAF-nominee Director, was appointed as a Non-Executive, Non-Independent Director on 1 November 2018. He was concurrently appointed
as Vice Chairman of the Nominating Committee and as a member of the Risk Management Committee.

4 Mr Chan Yat Chung, a BP-nominee Director, was appointed as a Non-Executive, Non-Independent Director on 1 November 2018 in place of Mr David Windle.
Mr Chan was concurrently appointed as the Chairman of the Risk Management Committee and a member of the Audit Committee.

Meetings of the Board and Board Committees, Independent Directors’ Meeting and the Annual General Meeting of the
Company for each year are scheduled some time in the month of July in the preceding year to facilitate the Directors’ individual
administrative arrangements in respect of any competing commitments.

A formal letter is sent to newly appointed Non-Executive Directors upon their
appointment explaining their duties and obligations as a Director as well as the governance policies and practices of the
CAO Group. In addition, the formal letter of appointment sets out their expected time commitment and make clear that, by
accepting the appointment, they are confirming that they are able to meet the expectations of their role. They are also required
to disclose their other significant commitments to the Board prior to their appointment and to give notice of any subsequent
changes.

Comprehensive and tailored training is provided for all new Directors appointed to the Board as part of their orientation to
ensure that they are familiar with (i) the Company’s strategic objectives and the nature and scope of its operations; (i) the
Board’s role and the governance structure and processes of the Company; (jii) Directors’ duties and responsibilities under
statute and common law; (iv) applicable legal requirements and other regulatory requirements; (v) broad overview on the
rules of SGX-ST Listing Manual; and (vi) the CAO Corporate Governance Policy. Facility visits to our associated companies’
premises are also arranged to enable newly appointed Directors to acquire an understanding of the CAO Group’s business
operations.
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Comprehensive Director familiarisation sessions were arranged for Mr Li Yongji and Mr Wang Yanjun who joined the Board
in February 2018 and for Mr Feng Hai and Mr Chan Yat Chung who joined the Board in November 2018.The purpose of
the familiarisation sessions was to familiarise them with the business activities, strategic direction, policies and corporate
governance practices of the CAO Group. Areas covered included 2020 Corporate Strategy and Investments, oil trading
and aviation marketing businesses of the CAO Group, risk management framework, policies and practices, overview of the
financial performance of the CAO Group, Investor Relations Activities, Directors’ Duties and Continuing Listing Obligations and
Governance Structure, Policy and Practices of the CAO Group. These sessions also provided opportunities for the aforesaid
Directors to get acquainted with senior management, and also foster better rapport and communications with Management.

In line with CAO’s Policy on Director Orientation and Professional
Development adopted by the Board since November 2012, continuing professional development programmes were organised
for Directors to ensure that all Directors are updated on important market developments in the energy industry and issues which
may have a significant impact on the businesses, financial and operational matters of the CAO Group. These programmes are
conducted by external advisers, experts or senior management and these included: (i) a Board Information Session relating
to (a) “Enterprise Risk Management” conducted by KPMG Consulting Pte Ltd; (b) “Recent Changes in International Financial
Reporting Standards and its Implications on CAQ’s Financial Performance” conducted by Deloitte & Touche LLP; and (jii) a
Board Inforamtion Session relating to “Recent Key Changes to the Singapore Code of Corporate Governance and SGX-ST
Listing Rules” conducted by Allen & Gledhill LLP.

The Board has established the Board of Directors Conflict of Interest Policy (the “Board
Conflict of Interest Policy”) which is adjunct to the Company’s overarching commitment to high levels of integrity and
transparency. The Board Conflict of Interest Policy provides guidance and assistance to the Board in identifying and disclosing
actual and potential conflicts of interest, and to help ensure the avoidance of any conflicts of interest where necessary.

All Directors are required to officially disclose their interests in the Company including any interested person transactions
with the Company. To facilitate a comprehensive disclosure by Directors and the CEO/ED of the Company of any interests
arising from multiple or cross directorships, shares or equity ownership interests etc., a revised letter template for the general
disclosure of interests by Directors and the CEO/ED have been devised for use by Directors and the CEO/ED. As a further
commitment of the Board to transparent disclosure, management and monitoring of existing and potential conflicts of interest,
a “Conflict of Interest Disclosure Form” by Directors and key management personnel of the Company has been devised to
facilitate adequate and timely disclosures by Directors and KMP.

Any Director who has an interest that may present a conflict between (a) his or her obligation with the Company and his or
her personal business or other interests; and/or (b) the interests of the appointing major shareholder and the interests of the
Company on which he or she serves, will either recuse himself or herself from participating in the deliberations and voting on
the matter or declare his or her interest and abstain from decision-making.

All Directors practise good governance by updating the Company about changes to their interests in a timely manner.

Principle 2

There should be a strong and independent element on the Board, which is able to exercise objective judgment on corporate
affairs independently, in particular, from Management and Substantial Shareholders. No individual or small group of individuals
should be allowed to dominate the Board’s decision making.

Of the nine (9) members on the Board, six (6) are nominated by
substantial shareholders and are deemed as non-independent. The three (3) Independent Directors namely, Dr Wang Kai
Yuen, Mr Ang Swee Tian and Mr Li Runsheng constitute at least one-third of the Board. Currently, at least two (2) Independent
Directors are resident in Singapore. These two (2) Independent Directors are Dr Wang Kai Yuen and Mr Ang Swee Tian. None
of the nine (9) Board members is related to one another.
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The Nominating Committee assesses and determines the independence of a Director
upon appointment and on an annual basis. The Nominating Committee takes into consideration CAO’s Internal Policy
Guidelines on Directors’ Test of Independence which set out the process for considering the independence of Directors of
the Company (the “Directors’ Test of Independence Policy”). The Directors’ Test of Independence Policy (i) specifies the
materiality thresholds and independence criteria which the Nominating Committee will use to assess the independence of
a Director; (ii) identifies the information that the Company will collect from Directors to enable the Nominating Committee
to assess the independence of Directors; and (jii) outlines the basis of disclosure to shareholders of the assessment of the
independence of Directors, including the disclosure of any relationships that may be perceived to affect the independence or
objectivity of a Director.

The Nominating Committee carried out the review on the independence of each non-executive Director in September 2018
by taking into consideration the Directors’ Test of Independence Policy and the information collected from each Director
through the completion by each Director of a confirmation of independence checklist. The Director is required to declare
any circumstances in which he or she may be considered non-independent. The Nominating Committee will then review
the confirmation of independence checklist by applying the Directors’ Test of Independence Policy before affirming the
independence of a Director.

Under the 2012 Code and in accordance with the CAO Corporate Governance Policy, the Nominating Committee is tasked
with the responsibility to undertake a “particularly rigorous review” of a director’s independence after he or she has served on
the Board for a continuous period of nine (9) years or longer term from the date of his or her first appointment. If the Nominating
Committee decides to regard such a director independent, the Nominating Committee shall disclose its explanation in the
Company’s annual report. As of the date of this report, Independent Directors namely, Dr Wang Kai Yuen and Mr Ang Swee
Tian, each held office for more than nine (9) years. At the time of the Nominating Committee’s review on the independence of
each non-executive Director of the Company, the Form of Directors’ Declaration relating to the Director’s Independence had
been modified to facilitate the Nominating Committee’s assessment of the independent status of the aforesaid long-tenured
Independent Directors of the Company. These questions require the long-tenured Independent Directors of the Company
to consider and provide their inputs and/or comments reaffirming their ability to make unfettered independent business
judgements.

In the Form of Director’s Declaration for 2018, both Dr Wang Kai Yuen and Mr Ang Swee Tian had confirmed that there were
neither any circumstances that could have materially interfered with their exercise of unfettered and independent judgment nor
were there any occurrence of any circumstances where the interests of CAO might not be best served by the interests of the
major shareholders of CAO. This is evident from the minutes of the proceedings of the Board and relevant Board Committees
over the past years, where each of Dr Wang Kai Yuen and Mr Ang Swee Tian had expressed his individual viewpoints and
objectively scrutinised and sought clarifications from the Management, employees, external auditors and internal auditors of
CAO as he considered necessary.

Both have demonstrated their independence in character and judgement in discharging their duties and responsibilities as
Directors of the Company and their ability to act in the best interests of the Company and its shareholders generally. The Board
accepted the Nominating Committee’s view and affirmed the independence of these Directors.

The composition of the Board is reviewed annually by the Nominating Committee. The Nominating Committee is satisfied that
the Board comprises Directors who as a group possess the necessary calibre, experience and core competencies for effective
decision-making. Individual directors’ profiles can be found in “Board of Directors” section of the Annual Report.

All Singapore-listed companies are required to comply with Guideline 2.2 of the 2012 Code and make the necessary Board
composition changes at the annual general meeting following the end of financial years commencing on or after 1 May 2016.
In this regard, considering the rationale of Guideline 2.2 of the 2012 Code is basically intended to prevent any one (1) major
shareholder from dominating the decision-making process of the Board where the Chairman of the Board and the Chief
Executive Officer are both nominated by the same major shareholder and notwithstanding that the Chairman of the Board
is not an Independent Director of the Company, there already exists an appropriate level of checks and balances in the
management and operation of the Company via the Shareholders’ Agreement as the composition of the Board of Directors of
the Company presently comprises representatives from its two (2) major shareholders namely, CNAF and BP. In addition, the
Company had appointed the Lead Independent Director, who is also concurrently the Deputy Chairman of the Board.

Hence, considering that the safeguards for a balanced Board are already in place, the Board is of the view that it would be
appropriate to maintain the present Board composition of the Company for the foreseeable future.
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Principle 3

There should be a clear division of responsibilities between the leadership of the Board and the executives responsible for
managing the company’s business. No one individual should represent a considerable concentration of power.

The Chairman, with the assistance of the Deputy Chairman, is primarily responsible
for overseeing the overall management and strategic development of the Company. With the assistance of the Company
Secretary, the Chairman schedules Board meetings and ensures that all procedures and good governance practices are
complied with. The CEO/ED consults both with the Chairman and the Deputy Chairman for their views on the agenda for Board
meetings.

The CEQ/ED executes the Board’s decisions and is responsible for the day-to-day running of the Company’s business, making
operational decisions for the Company and implementing the Company’s business, direction, strategies and policies.

The Chairman regularly consults with the Deputy Chairman/Lead Independent Director as well as other members of the Board
and Board committees on major issues. As such, the Board believes there are adequate safeguards in place against having a
concentration of power and authority in a single individual.

The Chairman and the CEO/ED are not related to each other.
The list of responsibilities of the Chairman and the CEO/ED is available for inspection at the Company’s registered office.

In accordance with the CAO Corporate Governance Policy, the Independent
Directors of CAO meet at least once a year, without the presence of the other Directors, to discuss any matters relevant
to the CAO Group, such as its investment criteria, risk management and internal controls, risk appetite and risk tolerance,
performance of management, Board communication and performance, and strategic issues. Led by the Deputy Chairman/
Lead Independent Director, the Independent Directors of CAO held their meeting on 1 November 2018 without the presence
of the other Directors. The Independent Directors of CAO discussed the key changes in the 2012 Code, consequential
amendments to the SGX-ST listing rules and implications on CAO. The Independent Directors also discussed issues relating
to Board renewal and the recommended tenure for Independent Directors as well as the localisation and internationalisation
of employees of the CAO Group.

Principle 4

There should be a formal and transparent process for the appointment of new Directors to the Board.

The Nominating Committee was established by the
Board to make recommendations for all Board appointments. The Nominating Committee comprises five (5) members, the
majority of whom, including its Chairman, are Independent Non-Executive Directors:

Li Runsheng Chairman
Feng Hai' Vice Chairman
Wang Kai Yuen Member

Ang Swee Tian Member

Bella Young Pit Lai Member

Note:

1 Mr Feng Hai was appointed as Vice Chairman on 1 November 2018 in place of Mr Li Yongji.
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The Chairman of the Nominating Committee is not associated with any substantial shareholder of the Company.

The Nominating Committee held two (2) meetings in 2018 where it met to discuss and review (i) the independence of Non-
Executive Directors; (i) Board Performance Evaluation; and (iii) the Nominating Committee Annual Self-Assessment Findings.
The Nominating Committee had also reviewed and approved several other matters under its remit via email circulation.

The responsibilities of the Nominating Committee include:

(@) the review of the structure, size and composition (including the skills, qualification, experience and other aspects of
diversity such as gender and age) of the Board and the Board Committees;

(b) the review of the succession plans for the Board Chairman, Directors and Chief Executive Officer;

(¢) the development of a transparent process for evaluating and the performance of the Board, its Board Committees and
non-executive Directors, including assessing whether the non-executive Directors are able to commit enough time to
discharge their responsibilities and the maximum number of listed company Board representations which a Director may
hold;

(d) the review of the training and professional development programmes of the Board;
(e) the appointment and re-appointment of all Directors (including alternate Directors, if any);
()  the review and confirmation of the independence of each Director; and

(9) the review of the management structure of key operating subsidiaries of the Company and evaluation of the performance
of key management personnel of these key operating subsidiaries, as and when proposed by any Director.

The Nominating Committee
will generally apply the Internal Guidelines for Selection and Appointment of Independent Directors of CAO (the “Internal
Guidelines”) for the process of identifying, evaluating and selecting suitable candidates for appointments as new Independent
Directors of the Company. In considering the overall balance of the Board’s composition, the Nominating Committee will give
due consideration to the selection and evaluation criteria set out in the Internal Guidelines, having regard to the normally
accepted nomination criteria which include but not limited to (i) the appropriate background, experience, industry knowledge
or ability to acquire that knowledge, professional skills and qualifications; (i) demonstrated, willingness to devote the required
time, including being available to attend meetings of the Board and Board Committees; and (jii) high levels of personal and
professional integrity as well as business ethics.

In the case of selection and appointment of CNAF-Nominee Directors and BP-Nominee Directors, the Nominating Committee
will not apply the Internal Guidelines. However, with regard to the nominations received from either CNAF or BP for the
appointment and/or replacement of their respective nominee Directors, the Nominating Committee may apply the relevant
evaluation criteria in the Internal Guidelines when assessing their suitability in complementing the core competencies of the
Board at that time.

Inline with the Board adopted guiding principles for the determination
of a specified maximum number of listed board representations. Directors of CAO should not, as a general guide, hold more
than six (6) board representations in listed companies (the “Maximum Number of Listed Board Representations”). In
addition, the following considerations are also taken into account:

(i) where the individual also holds a full-time executive position; and

(i)  where the individual is a full-time independent director.
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All Directors of the Company have complied with the requirement on the Maximum Number of Listed Board Representations.

The Nominating Committee had reviewed each Director’s external directorships as well as the Director’s attendance and
contributions to the Board. Despite the multiple directorships of some Directors, the Nominating Committee is satisfied that all
of the Directors of the Company have complied with the requirement on the Maximum Number of Listed Board Representations.
The Nominating Committee is also satisfied that the Directors spent adequate time on the Company’s affairs and have carried
out their responsibilities.

Pursuant to Regulation 94 of the Company’s Constitution, one-third
of the members of the Board of Directors shall retire by rotation at every annual general meeting of the Company (the “AGM”)
and these Directors may offer themselves for re-election, if eligible. For the 25" AGM to be held on 24 April 2019, Dr Wang Kai
Yuen and Mr Ang Swee Tian are due for retirement by rotation and would be eligible for re-election.

To support Board renewal and to uphold the highest standards of corporate governance, Dr Wang Kai Yuen and Mr Ang
Swee Tian, who have each served the Board beyond nine (9) years from the date of their respective first appointments, have
expressed their intention not to seek re-election as Directors at the 25" AGM. Accordingly, upon Dr Wang Kai Yuen'’s retirement
as a Director of the Company, he would concurrently relinquish his office as Deputy Chairman and Lead Independent Director,
Chairman of the Remuneration Committee, Member of the Audit Committee and Member of the Nominating Committee. Upon
Mr Ang Swee Tian’s retirement as a Director of the Company, he would concurrently relinquish his office as Chairman of the
Audit Committee, Member of the Risk Management Committee, Member of the Remuneration Committee and Member of the
Nominating Committee. Having considered the current Board composition of the Company against the desired capabilities of
the Board taking into account the Company’s current circumstances and future expectations, and based on the review and
the general selection and evaluation criteria set out in the Internal Guidelines, the Nominating Committee had commenced the
search for prospective candidates identified from a number of sources, including but not limited to director or management
contacts or shareholder recommendations.

In line with the Internal Guidelines, Nominating Committee and the Chairman of the Board would be conducting interviews
with the selected candidates to ascertain their suitability and the Board would be updated on the selection process. When the
Nominating Committee had identified and selected suitable candidates, recommendations would be made to the Board on the
appointment of the same as soon as possible.

In accordance with Regulation 100 of the Company’s Constitution, Mr Feng Hai and Mr Chan Yat Chung, who were appointed
as Non-Executive, Non-Independent Directors of the Company on 1 November 2018, each will hold office as Directors until the
next annual general meeting of the Company and will be eligible for re-election under Regulation 100 at the 25" AGM.

Principle 5

There should be a formal assessment of the effectiveness of the Board as a whole and its board committees and the contribution
by each Director to the effectiveness of the Board.

The Nominating Committee evaluated the performance of each Director and the effectiveness of the
Board as a whole.

Since the adoption of the CAO Corporate Governance Policy in 2012, the Board has, through the Nominating Committee,
implemented a formal process annually for assessing the effectiveness of the Board as a whole and its Board Committees
(the “Overall Board/ Board Committees’ Performance Evaluation”). The Overall Board/Board Committees’ Performance
Evaluation entailed the completion by each member of the Nominating Committee of a Board assessment and effectiveness
questionnaire (the “Board Evaluation Questionnaire”).
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The elements of the Board Evaluation Questionnaire included questions on (i) the Board’s composition; (ii) Board’s access
to information prior to Board meetings and on an ongoing basis to enable them to properly discharge their duties and
responsibilities as Directors; (iii) the expertise and experience of each member of the Board; (iv) the conduct of proceedings
of meetings, participation and contributions to the Board both inside and outside of Board meetings; (v) the assessment of
the performance benchmark for assessing the performance of the Board as a whole and in ensuring the continued return for
shareholders; and (vi) the standard of conduct in preventing conflicts of interest and the disclosure of personal interests and
abstention from voting where appropriate.

A summary of the assessment ratings on each of the elements of the Board Evaluation Questionnaire by each member of the
Nominating Committee for last three (3) preceding years was also sent to the members of the Nominating Committee.

Each member of the Nominating Committee would first carry out his own assessment and evaluation of the performance of
the Board as a whole and its Board Committees using the Board Evaluation Questionnaire.

To further enhance the long-term performance of the Board and its Board Committees, a separate process for the review
of the performance of individual (non-executive) directors was also adopted (the “Individual Board Member Performance
Evaluation”) and conducted on an annual basis concurrently with the Overall Board/Board Committees’ Performance
Evaluation.

The Individual Board Member Performance Evaluation was conducted using the 360-Degree Board Member Evaluation Form.
The 360-Degree Board Member Evaluation Form was designed to facilitate the assessment of each individual (non-executive)
Board member in areas such as “Leadership”, “Strategic Thinking”, “Board Contribution” and “Governance”.

The 360-Degree Board Member Evaluation Form was emailed to Directors individually by separate emails and each Board
member was required to complete the 360-Degree Board Member Evaluation Form for each of the other non-executive
Directors, on an anonymous basis.

A general summary of (i) the assessment ratings on each of the elements of the Board Evaluation Questionnaire by each
member of the Nominating Committee; and (ji) the results of assessment and evaluation of the 360-Degree Board Member
Evaluation Form for each non-executive Director of CAO, will be collated by the Company Secretary for the Nominating
Committee’s deliberation and consensus at its Nominating Committee Meeting held in November each year.

During the year, each of the Board committees also conducted an annual self-evaluation to assess its effectiveness as a whole
and explored ways to further enhance its effectiveness.

The Nominating Committee is satisfied with the current compositions and performances of the Board and the Board
Committees, both individually and as a whole.

Principle 6

In order to fulfil their responsibilities, Directors shall be provided with complete, adequate and timely information prior to
Board meetings and on an on-going basis so as to enable them to make informed decisions to discharge their duties and
responsibilities.

The Company has put in place enhanced communication processes between the Board and Management
in terms of information flow.

Agenda for meetings and all Board papers for discussions are circulated to Directors at least ten (10) calendar days in advance
so that the Directors are prepared for the meetings. However, sensitive matters may be tabled at the meeting itself or discussed
without any papers being distributed. Management and senior executives of the Company would be present during the Board
meeting or Board Committee meeting, as the case may be, to present their proposals or to answer any questions that Board
members may have.
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The Board as a whole as well as individual Directors have direct access to Management represented by senior executive
officers of the Company and the CAO Group. The Management provides the Directors with monthly updates on the operational
and financial performance of the CAO Group, and also responds to regular questions from the Board or individual Directors in
a timely manner.

Where the Board deems it necessary, the Board can obtain independent advice from external consultants. This enhances the
Board’s ability to discharge its functions and duties.

All Board members have direct access to and the advice and services of the Company Secretary. The Company Secretary
attends all Board and Board Committee meetings and assists the respective Chairman of the Board/Board Committees in

ensuring that Board/ Board Committee papers, procedures and the applicable laws and regulations are adhered to.

Information about the Company and the CAO Group are freely available to each Board member. Management will promptly
supply any additional information that the Board requires.

The Board also has ready access to external professionals for consultations.

(B) REMUNERATION MATTERS

Principle 7

There should be a formal and transparent procedure for developing policy on executive remuneration and for fixing the
remuneration packages of individual Directors. No Director should be involved in deciding his own remuneration.

Principle 8

The level and structure of remuneration should be aligned with the long-term interest and risk policies of the company, and
should be appropriate to attract, retain and motivate (a) the Directors to provide good stewardship of the company; and (b)
key management personnel to successfully manage the company. However, companies should avoid paying more than is
necessary for this purpose.

Principle 9

Each company should provide clear disclosure of its remuneration policies, level and mix of remuneration, and the procedure
for setting remuneration, in the company’s annual report. It should provide disclosure in relation to its remuneration policies
to enable investors to understand the link between remuneration paid to directors and key management personnel, and
performance.

: The Board adopted the recommendations of the 2012 Code and established a Remuneration
Committee to consider and to make recommendations on remuneration matters for the Directors and key management
personnel of the CAO Group. Apart from ensuring consistencies with good practices, the Remuneration Committee is also
mindful of the need to ensure that the Company and the CAO Group are able to attract and retain good Directors and senior
executives to the business.
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The Remuneration Committee comprises five (5) members, the majority of whom, including its Chairman, are Independent
Non-Executive Directors:

Wang Kai Yuen Chairman

Li Yongji' Vice Chairman
Li Runsheng Member

Ang Swee Tian Member

Bella Young Pit Lai Member

Note:

1 Mr Li Yongji was appointed as Vice Chairman on 5 February 2018 in place of Dr Luo Qun.

The Remuneration Committee assists the Board and Management by assessing and making remuneration recommendations
for the Executive Directors and key management personnel of the Company.

In the discharge of its responsibilities, the Remuneration Committee has sought expert advice from an external international
human resource consultancy firm.

Broadly, remuneration for the CEO/EO and five (5) key management personnel for the financial year ended 31 December 2018
is based on the Company’s and individual performances and the remuneration for Non-Executive Directors in the form of fees

is based on responsibilities and memberships in the Board and its committees.

Non-executive Directors are paid Directors’ fees, subject to the approval of shareholders at the AGM. Directors’ fees comprise
a basic fee and fees in respect of service on the Board committees.

The structure for the payment of Directors’ fees for Non-Executive Directors is based on a framework comprising basic fee and
additional fees for serving on the Board Committees and also undertaking additional services for the CAO Group. Fees paid
or payable to Non-Executive Directors take into account factors such as effort and time spent, and responsibilities of these
Directors. The CEOQ/ ED does not receive Directors’ fees for his Board directorships with the Company.

Details on the existing Directors’ fee structure are set out below:

a. Each director will receive a base fee (“Base Fee”).

b.  The Chairman of the Board will receive twice the amount of the Base Fee (“Board Chairman’s Fee”).

c.  The Deputy Chairman will receive 75% of the Board Chairman’s Fee.

d.  The Chairman of the Audit Committee (“AC”) will receive additionally two-thirds of the Base Fee (“AC Chairman’s Fee”).

e. The Chairman of the Risk Management Committee (“RMC”) will receive additionally two-thirds of the Base Fee (“RMC
Chairman’s Fee”).

f. Chairman of the Remuneration Committee (“RC”) and the Chairman of the Nominating Committee (“NC”) will each
receive additionally one-third of the Base Fee.

g. Members of AC, RC, NC and RMC will each receive 50% of the respective AC Chairman’s Fee, RC Chairman’s Fee, NC
Chairman’s Fee and RMC Chairman’s Fee.

h. Executive Directors will not be entitled to receive fees.

i The Lead Independent Director will receive additionally a sum equivalent to the Base Fee.
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Directors’ fees which were payable to non-executive Directors nominated by CNAF and BP were previously paid to CNAF
and BP or their nominated companies respectively. As a gesture of their continued support to the Company, both CNAF and
BP had decided not to accept any Directors fees payable to their respective nominee Directors from the financial year 2017.

The remuneration of Directors payable for the financial year ended 31 December 2018 is set out below:

Name of Director
Executive Directors

Basic/Fixed
Salary and

Allowance

(S9)

Variable/
Performance
Bonus

(S$)

Others
(S$)

Long-Term
Incentives

(s$)

Total
(S9)

Wang Yanjun' (CEO/ED) 0 225,600 0 35,330 0 260,930
Meng Fanqiu? (CEO/ED) 188,000 155,842 25,030 368,872
Non-Executive Directors

Xi Zhengping (Chairman) 0 N.A. N.A. N.A. N.A. 0
Wang Kai Yuen (Deputy Chairman/ 145,134 N.A. N.A. N.A. N.A. 145,134
Lead Independent Director)

Li Yongji® 0 N.A. N.A. N.A. N.A. 0
Zhao Shousen?® 0 N.A. N.A. N.A. N.A. 0
Luo Qun* 0 N.A. N.A. N.A. N.A. 0
Feng Hai® 0 N.A. N.A. N.A. N.A. 0

Li Runsheng 79,824 N.A. N.A. N.A. N.A. 79,824
Ang Swee Tian 101,595 N.A. N.A. N.A. N.A. 101,595
Bella Young Pit Lai 0 N.A. N.A. N.A. N.A. 0
Chan Yat Chung® 0 N.A. N.A. N.A. N.A. 0
David Windle® 0 N.A. N.A. N.A. N.A. 0

1 Mr Wang Yanjun was appointed as Executive Director/Vice President on 5 February 2018. He was appointed as Chief Executive Officer in place of Mr Meng
Fanqiu on 12 September 2018. The total remuneration of Mr Wang Yanjun shown above excludes the 2018 variable bonus payable for the financial year 2018.
The quantum of the said 2018 variable bonus is being considered by the Remuneration Committee and will be decided and recommended for the Board’s
endorsement during the financial year 2019.

Mr Meng Fangqiu resigned as Chief Executive Officer/Executive Director on 12 September 2018. His total remuneration includes the 2017 variable bonus paid
during the financial year 2018.

Mr Li Yongji, a CNAF-nominee Director, was appointed as Non-Executive, Non-Independent Director in place of Dr Zhao Shousen on 5 February 2018.

Dr Luo Qun, a CNAF-nominee Director, resigned as a Non-Executive, Non-Independent Director on 5 February 2018.

Mr Feng Hai, a CNAF-nominee Director, was appointed as Non-Executive, Non-Independent Director on 1 November 2018.

Mr Chan Yat Chung, a BP-nominee Director, was appointed as a Non-Executive Director, Non-Independent Director in place of Mr David Windle on 1
November 2018.

N

[ )N, I8 N N)

Name of Key

Allowances & Long-Term

Management Base/Fixed Variable @ Other Benefits Incentives Total
Remuneration Bands Personnel Salary (%) Bonus (%) (%) (%) (%)
Owen Wong' 88 12 0 0 100
$$300,000 - S$550,000 : _
Elizza Ding? 73 25 2 100
Xu Guohong 88 0 12 0 100
$$250,000 and below Zhang Xingbo 70 18 12 0 100
Doreen Nah?® 60 38 2 0 100
Total Remuneration of
five (5) key management S$1,474,423
personnel*
1 The remuneration disclosed comprises secondment fees paid to BP Singapore Pte Ltd (“BPS”) pursuant to a secondment agreement between CAO and BPS.
2  Ms Elizza Ding ceased to be a BP secondee since 1 March 2018.
3  The remuneration disclosed for Ms Doreen Nah is prorated from the date of her inclusion as a key management personnel.
4 The remuneration disclosed for key management personnel (other than Mr Owen Wong who is a BP secondee) includes the 2017 variable bonus paid during

the financial year 2018 and excludes the 2018 variable bonus payable during the financial year 2019. The quantum of the said 2018 variable bonus is being
considered by the Remuneration Committee and will be decided and recommended for the Board’s endorsement during the financial year 2019.
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There are no employees in the CAO Group who are immediate family members of the Chairman or any of the Directors during
the financial year ended 31 December 2018. “immediate family member” means the spouse, child, adopted child, step child,
brother, sister and parent.

The remuneration of the CAO Group’s five (5) key management personnel takes into consideration the pay and employment
conditions within the same industry and is performance-related.

The remuneration package of Directors and key management personnel include the following:

The basic salary (exclusive of statutory employer contributions to Central Provident Fund) for the CEQ/
ED and each key management personnel were approved by the Remuneration Committee and endorsed by the Board, taking
into account the performance of the individual for the financial year 2018, the inflation price index and information from
independent sources on the pay scale for similar jobs in a selected group of comparable organisations.

The CAO Group operates a bonus scheme for all employees including the CEO/ED. The criteria for
the bonus scheme are the level of profit achieved from certain aspects of the CAO Group’s business activities against targets,
together with an assessment of the Company’s and individual’s performance during the year. The remuneration disclosed
above for the CEO/ ED and the five (5) key executives included the 2017 variable bonuses payable in relation to profit targets
achieved for the Company’s oil trading activities during the financial year 2017.

Benefits in kind such as statutory employer contributions to Central Provident Fund, employer’s contributions to
social security funds for CNAF secondees, private medical cover and car are made available where appropriate and consistent

with common industry practices.

(C) ACCOUNTABILITY AND AUDIT ACCOUNTABILITY

Principle 10

The Board should present a balanced and understandable assessment of the company’s performance, position and prospects.

The Board, with the assistance of the Audit Committee, reviewed all financial statements of the Company and the CAO Group.
The Board is accountable to shareholders and always aims to present a balanced and understandable assessment of the
Company’s and the CAO Group’s financial position and prospects to shareholders on a timely basis. The quarterly, half-year
and full-year results were announced or issued within the mandatory period. The Board also ensures that timely announcements
of other matters as prescribed by the SGX-ST Listing Manual requirements and other relevant rules and regulations are made.

Board members are provided with management accounts on a monthly basis. Such reports keep the Board informed, on a
balanced and understandable basis, of the CAO Group’s performance, financial position and prospects and consist of the
consolidated profit and loss accounts, analysis of sales, operating profit, pre-tax and attributable profit by business segments
compared against the budgets, together with explanation given for significant variances for the month and year-to-date.

The Board had put in place an external audit policy (the “CAO External Audit Policy”) which provides guidance on the
application of the 2012 Code as well as CAO Corporate Governance Policy in relation to the provision of external audit services
for the CAO Group.

The Audit Committee, in accordance with its terms of reference, reviews the performance of the external auditors on an annual
basis. In reviewing the performance of the external auditors, the Audit Committee will focus on the quality and rigour of the
audit (e.g. assessment of the effectiveness of the external audit through levels of errors identified, accuracy in handling key
accounting audit judgments and response to queries from the Audit Committee); quality of audit services provided, the audit
firm’s internal quality control procedures, relationship with internal auditors and the Company; and the independence and
objectivity of the external auditors.
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In line with the prevailing regulatory requirements of the State-owned Assets Supervision and Administration Commission of
the State Council of the People’s Republic of China, which has jurisdiction over CNAF, which is a state-owned enterprise of the
People’s Republic of China, and over the Company as CNAF’s subsidiary, the same audit firm should not be retained for more
than five (5) consecutive full-year audits.

During the financial year 2018, the Board, through the Audit Committee, Deloitte Touche LLP (“Deloitte”) and internal auditors,
BDO LLP (“BDO”), scrutinised Management’s conduct of the Company’s and the CAO Group’s business processes and
financials. Each area of the Company and the CAO Group was audited on an ongoing basis to ensure that the Company and
the CAO Group maintain good corporate practices and governance and financial integrity.

Principle 11

The Board is responsible for the governance of risk. The Board should ensure that Management maintains a sound system of
risk management and internal controls to safeguard shareholders’ interests and the company’s assets, and should determine
the nature and extent of the significant risks which the Board is willing to take in achieving its strategic objectives.

The Board recognises the importance of sound internal control and risk management practices. In this regard, the Board
affirms that it is responsible for the CAO Group’s systems of internal control and risk management system and had established
the Risk Management Committee.

The Risk Management Committee comprises three (3) members, all of whom are Non-Executive Directors:

Chan Yat Chung' Chairman
Feng Hai? Member
Ang Swee Tian Member
Notes:

1 Mr Chan Yat Chung was appointed as Chairman of the Risk Management Committee in place of Mr David Windle on 1 November 2018.
2  Mr Feng Hai was appointed a member of the Risk Management Committee in place of Mr Li Yongji on 1 November 2018.

The Risk Management Department of the Company ensures that the risk management activities have been executed daily. The
Risk Management Department is responsible for, among others:

()  ensuring that risk management activities have been executed daily; and
(i)  all risk-related policies, processes and limits are implemented and adhered to.

The Head of the Risk Management Department, a BP-secondee, reports directly to the Risk Management Committee. The Risk
Management Committee had delegated the day-to-day management of the risks of the Company and the CAO Group to the
Company Risk Meeting, which operates within the delegated authority set by the Risk Management Committee from time to
time. The Company Risk Meeting comprises the Head of Risk Management, senior Management and relevant functional heads
(i.e. from Trading, Operations, Finance and Legal), and meets once a month as well as on an ad hoc basis when required. The
Chairman of the Company Risk Meeting, who is the Head of Risk Management, directly reports to the CFO but also has an
independent direct reporting line to the Risk Management Committee.

The Risk Management Report is found on page 80 of the Annual Report.
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The key responsibilities of the Compliance and Internal Audit Department include inter alia:
(1)  review and evaluation of compliance issues across the CAO Group;

(2) monitoring of new and existing laws and regulations as well as keeping abreast of the status of all relevant compliance
activities;

(3) acting as a channel of communication between compliance investigators and concerned parties;

(4) setting policies and periodic checks to prevent any unethical or illegal conduct within the CAO Group;
(5) responding to violation of regulations, policies, rules and standards of conduct within the CAO Group;
(6) coordination of compliance activities such as providing training to staff of the CAO Group;

(7) overseeing the annual internal audit for the CAO Group which includes preparation of internal audit schedules including
short/long-term audit plans, reviewing the annual/quarterly internal audit reports to the Management and the Audit
Committee;

(8) integration and establishment of the CAO Group’s internal control framework, policies, processes and systems across
the Company, its subsidiaries and associates;

(9) facilitating and assisting the CAO Group functional heads in formulating policies, operational processes and systems.
Ensure that the policies, processes and systems are efficient in implementation and aligned with regulatory requirement;

(10) establishing and maintaining the CAO Group’s Business Continuity Plan (the “BCP”);

(11) establishing and ongoing review of the CAO Group’s SOP’s templates to ensure proper departmental ownership of each
processes and changes; and

(12) evaluating the system of internal controls for new projects and business activities and analysis on the impact of such
activities on the CAO Group and where necessary, provide recommendations and develop programmes for improvement.

The Head of Compliance and Internal Audit reports directly to the Chief Financial Officer (“CFO”). The Head of Compliance
and Internal Audit may also report directly to the Audit Committee for important matters or concerns relating to the system of
internal controls of the CAO Group.

As part of the CAO Group’s efforts to ensure all employees of the CAO Group stay relevant and informed of the dynamic
business environment and uphold core ethics and values that are essential to the long-term success of the CAO Group, the
Compliance and Internal Audit Department arranged for all employees of the CAO Group to participate in the mandatory
e-learning course modules relating to (1) Fraud Prevention; (2) Information Security; (3) Trade Sanctions; (4) Anti-Bribery & Anti-
Corruption; and (5) Code of Ethics via the Thomson Reuters’ online learning portal.

In September 2018, the Company conducted a desktop emergency response team (“ERT”) exercise at its off-site disaster
recovery site involving participants from cross-functional departments. The ERT exercise centred on two (2) business scenarios:
(i) a simulated oil spill incident; and (ii) an IT hacking incident with the objective of strengthening ERT’s crisis readiness.

As part of the CAO Group’s ongoing efforts to improve and heighten risk awareness, a comprehensive risk review exercise was
conducted during the financial year by a dedicated team comprising representatives from various departments namely, Risk
Management, Compliance and Internal Audit, Legal, IT and Administration. The purposes of the aforesaid comprehensive risk
review exercise included (i) strengthening the internal procedures and processes and bringing its risk mitigating capabilities to
new heights to enhance its foresight to embedded risks in the businesses of the CAO Group; and (i) minimising the possibilities
of any major incidents.
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With the assistance of the Audit Committee and the Risk Management Committee, the Board reviews the adequacy and integrity
of those control systems from time to time. Corporate Policy on Anti-Money Laundering Measures, including the appointment
of an Anti-Money Laundering Compliance Officer, together with other trading related policies such as Out-of-Office Dealing
Policy, Telephone Taping/Instant Messaging/Mobile Phone Policy, Deal Entry Policy, CAO Group Trade Sanctions Policy and
CAO Group Corporate Guarantee Policy had been endorsed by the Risk Management Committee and relevant departments
had also been mandated with the responsibility to oversee the adoption of the aforesaid policies in their practices, processes
and operations.

As discussed under Principle 13, the internal audit function of the CAO Group which is outsourced to BDO assists the Audit
Committee and the Board in evaluating the internal control systems and processes, financial and accounting matters, compliance
and business and financial risk management. The Audit Committee’s responsibilities in the CAO Group’s internal controls are
complemented by the work of the outsourced Internal Auditors, BDO, the Compliance and Internal Audit department, the Risk
Management department and the Legal department.

Based on the audit reports, internal control systems review report and management controls in place, the Audit Committee is
satisfied that the internal control systems provide reasonable assurance that assets are safeguarded, that proper accounting
records are maintained and financial statements are reliable.

In line with the Singapore Standards on Auditing issued in July 2015, the Company’s external auditors, Deloitte, will disclose
key audit matters in the auditor’s reports on the financial statements which include matters that were of most significance in
the audit of the financial statements for the financial year ended 31 December 2018 (the “Key Audit Matters”).

Significant financial reporting matters (including the Audit Committee’s perspectives on the Key Audit Matters) are summarised
below:

Recognition of revenue and purchases have been identified as | The AC regularly discussed with management and the
a risk primarily due to: external auditors on the standard operating procedures
and controls in place to ensure reasonableness regarding
. complexity in the timing of recognition for trades with | timeliness, completeness and accuracy of accounting
deliveries occurring on or around year end as a result | records and reporting. AC has considered the audit
of the extent of the Group’s distribution network and | procedures performed by the external auditors and noted
varying shipping terms with customers; and that no misstatements were uncovered by the external
auditors.

o risk of potential deliberate misstatement of the Group’s
trading positions by failing to report the trades entered
or failing to record the trades accurately or on a timely
basis.

The details of the CAO Group’s revenue are disclosed in Notes
3.13 and 17 to the financial statements.

The valuation of derivatives, trading inventories and | The AC received regular briefings on the Group’s internal
open physical contracts requires significant management | controls and compliance. The internal auditors also
judgement in applying the appropriate valuation methodology | conducted a review of the Company’s system of internal
and incorporating of any contract specific terms including the | controls and no significant observations were noted. The
use of valid and appropriate price index. AC considered the reasonableness of the controls in place
over the valuation of derivatives, trading inventories and
The valuation techniques and the inputs used in the fair value | open physical contracts. It evaluated and was satisfied that
measurements of the financial instruments are disclosed in | the valuation methodology and inputs used in the valuation
Note 27. were reasonable.
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In addition, BDO which had been engaged to conduct a review of the internal control systems and processes of the CAO
Group will highlight any internal control weaknesses which have come to their attention in the course of their review. Any such
audit findings noted during the audit by external auditors or internal control weaknesses noted during the review by BDO, and
recommendations in relation thereto, if any, by the external auditors and BDO respectively, are reported to the Audit Committee.

The CEO/ED and CFO at the financial year-end have provided a written assurance to the Board that:

()  the financial records have been properly maintained and the financial statements give a true and fair view of the CAO
Group’s operations and finances;

(i)  the effectiveness of the CAO Group’s risk management and internal control systems.

Based on the internal controls established and maintained by the CAO Group, work performed by the internal and external
auditors, and reviews performed by management and various Board Committees, the Board, with the concurrence of the Audit
Committee, is of the opinion that the CAO Group’s system of internal controls addressing financial, operational, compliance,
information technology controls and risk management systems, were adequate as at 31 December 2018 to provide reasonable
assurance for achieving the following objectives:

(@) effectiveness and efficiency of operations;

(b) reliability of financial reporting; and

(c) compliance with applicable laws and regulations.

The Board notes that the system of internal controls provides reasonable, but not absolute, assurance that the CAO Group
will not be affected by any event that could be reasonably foreseen as it strives to achieve its business objectives and goals.

In this regard, the Board also notes that no system can provide absolute assurance against the occurrence of material errors,
poor judgement in decision-making, human error, fraud or other irregularities.

Principle 12

The Board should establish an Audit Committee with written terms of reference which clearly set out its authority and duties.

The Audit Committee comprises five (5) members, all of whom are Non-Executive
Directors and the majority, including its Chairman, consists of Independent Directors:

Ang Swee Tian Chairman

Li Yongji' Vice-Chairman
Wang Kai Yuen Member

Li Runsheng Member

Chan Yat Chung? Member

Notes:

(1) Mr Li Yongji was appointed as Vice Chairman of the Audit Committee in place of Dr Zhao Shousen on 5 February 2018.
(2) Mr Chan Yat Chung was appointed as a member of the Audit Committee in place of Mr David Windle on 1 November 2018.
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The Audit Committee held four (4) meetings in 2018 where it met with external and internal
auditors to review both the Company and the CAO Group’s financials and audit reports. A key issue for discussion is the financial
statements and announcements made by the Company to shareholders. The members of the Audit Committee, collectively,
have expertise or experience in financial management and are qualified to discharge the Audit Committee’s responsibilities.

The Audit Committee met with both the external and internal auditors at least once without the presence of the Management.

The Audit Committee reviewed the quarterly and annual financial statements for the financial year 2018 and the integrity of
financial reporting of the Company, including the accounting principles, for recommendation to the Board for approval. The
Audit Committee also reviewed and approved the plans of the internal auditor and external auditor’ to ensure that such plans
adequately cover, in particular, significant internal controls of the Company relating to financial, operational and compliance-
related matters. Significant issues are discussed at Audit Committee meetings.

The Audit Committee has full authority to investigate into any matter within its terms of reference, including any suspected
fraud or irregularity, or suspected infringement of any relevant laws, rules or regulations.

The Audit Committee has full access to and co-operation of the Management. The Audit Committee also has full discretion to
invite any Director or executive officer from the Company or the CAO Group to attend its meetings. The Audit Committee has
full access to both external and internal auditors. Where required, the Audit Committee is empowered to obtain external legal
advice or such other independent professional advice as the Audit Committee deems necessary.

The Audit Committee monitors all interested person transactions, including transactions under the general mandate on
Interested Person Transactions approved by shareholders at the AGM held in April 2018, and conflict of interest situations
including transactions, procedures or actions taken which may raise issues about the Management’s integrity.

The Audit Committee also evaluates the scope and results of internal audit reports as well as Management’s responses to the
findings of the internal audit reports. For further discussions about internal audit, please see section (D) INTERNAL CONTROLS.

The Audit Committee has also conducted an annual review of non-audit services and is satisfied that the nature and extent of
such services provided by Deloitte will not prejudice their independence and objectivity before confirming their re-nomination.

The Board had proposed to re-appoint Deloitte & Touche LLP as auditors of the Company for the financial year 2019.

The Company has put in place a suitable whistle blowing policy and procedure, by which staff of the CAO Group as well as
other persons such as suppliers of the CAO Group (the “Stakeholders”) may, in confidence, raise genuine concerns about
possible improprieties regarding financial reporting or other matters (the “CAO Whistle-Blowing Policy”). The CAO Whistle
Blowing Policy provides for an anonymous channel to Stakeholders to raise any such concerns to the Company without fear
of reprisal. Any such concerns raised will be investigated at the discretion of the Investigating Committee set up under the
CAOQO Whistle-Blowing Policy.

In this regard, a summary of the CAO Whistle Blowing Policy can be accessed from the Company’s external website and a
dedicated email address whistle_blowing@caosco.com for persons to report concerns pertaining to any form of misconduct
affecting the CAO Group, its customers, partners, suppliers and other stakeholders, had been disclosed in its website. Once
an email has been received at the email address set out above, an investigating committee will be responsible for investigating
the concern raised.

The Company had established and implemented the Crisis Management and Business Continuity Plan, Fraud Control Plan and
an Enterprise Risk Management Framework and Process. The Crisis Management and Business Continuity Plan provides the
CAO Group with a structured process for limiting the intensity or impact of negative threat or event to its employees, products,
services, investments, financial stability and reputation.

The Fraud Control Plan comprises periodic fraud risk assessments on the Company which is subject to review from time to
time.
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The Enterprise Risk Management Framework and Process ensures that the Company has a structured approach and framework
to regularly assess its enterprise-wide risks. Enterprise Risk Assessments are conducted on a regular basis to identify and
deliver an inventory of key risks for the Company and to develop a list of key risk indicators that can help the Company monitor
and mitigate its key risks.

In addition, other existing policies, internal guidelines and/or processes and procedures have been put in place by the Company
and these include the Strategy and Investment Governance Standards & Strategy and Investment Governance Committee, IT
Policy & Practice, Jet Fuel Marketing Policy, Safety, Health and Environment Policy, Contracts/Documents Review Policy and
Procedures.

The Company has put in place an employee handbook which includes a code of business conduct and ethics for employees.

Principle 13

The company should establish an effective internal audit function that is adequately resourced and independent of the activities
it audits.

Both the Board and the Audit Committee agree that it is important to have a strong professional internal audit function to
enhance their ability to manage risk and safeguard shareholders’ interest. It has been determined that the best approach is to
engage independent professional auditors to discharge this function and such, BDO has been retained as the Internal Auditors
of the CAO Group.

During the financial year, BDO reviewed the Company’s processes and procedures on a continual basis to ensure compliance
with the best corporate governance practices. It also reviewed interested person transactions on a quarterly basis. The Audit
Committee is satisfied that BDO had adequate resources to perform its functions and had appropriate standing within the
Company.

BDO had presented their internal audit plan for 2019 to the Audit Committee. The Audit Committee adopted the audit plan
for 2019.

As the Internal Auditors of the CAO Group, BDO had conducted its internal audits in accordance with BDO'’s global internal
audit methodology which is aligned with the Standards for the Professional Practice of Internal Auditing set by The Institute of

Internal Auditors.

(E) COMMUNICATION WITH SHAREHOLDERS

Principle 14

Companies should treat all shareholders fairly and equitably, and should recognise, protect and facilitate the exercise of
shareholders’ rights, and continually review and update such governance arrangements.

The Board is careful to observe regulations of the SGX-ST governing the requirements to make appropriate announcements
on a timely basis. Transparency and integrity of information is also important to the Board. All material announcements are
vetted by the CEOQ/ED, in consultation with the Chairman and/or the Deputy Chairman, as may be required, before release by
the Company via SGXnet.
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Principle 15

Companies should actively engage their shareholders and put in place an investor relations policy to promote regular, effective
and fair communication with shareholders.

Investor Relations and Shareholder Communication

The CAO Group is committed to providing regular, effective and fair communication with its shareholders and the investment
community.

During the financial year and in line with the CAO Investor Relations Policy, the Company, through the Investor Relations team
and senior management maintained active working relationships with domestic and international brokerage firms, investment
banks and the media, regardless of their views or recommendations on the CAO Group.

In order to: (i) cultivate wider investing public’s familiarity with the CAO Group; (ii) increase global awareness and appreciation
of CAO’s business strategy, corporate developments, growth strategies and financial performance; and (iii) enhance the
quantity and quality of analysts’ research, CAO expanded its channels of communication with the international investment
and financial community. Increased interactions were conducted through international conferences, face-to-face meetings,
teleconferences, earnings briefings and corporate access events which were webcast globally across international financial
markets.

The Company reviews an analyst’s report for factual accuracy of information that is within the public domain but does not
provide forward guidance for analysts’ earnings estimates, and will not comment on their conclusions, earnings estimates, or
investment recommendations.

As a matter of internal policy, the Company will not deny an analyst or investor access to information on the basis of a negative
recommendation or a decision no longer to hold the Company’s securities. The Company shall not attempt to influence an
analyst to change his or her recommendations by exerting pressure through other business relationships.

The Investor Relations Department publishes and maintains a list on the Company website showing names of analysts and
firms providing coverage.

Channels of communication with retail investors were made through email correspondence and telephone calls as well as
participation in investor conferences. During the year, the Company also participated in several corporate profile seminars for
both retail and institutional investors, including investor education seminar organised by SGX-ST.

The Company also engages the media and investment community through news releases and media/analysts briefings after
each announcement of the CAO Group’s financial results.

To assist members of the Board to gain a current understanding of the views of institutional shareholders, the Board receives at
each its scheduled quarterly meetings, (i) an investor relations and corporate communications report which cover a wide range
of matters including a commentary on the perception of the Company and views expressed by the investment community,
media reports, share price performance and analysis, share ownership analysis, highlights of recent investor relations activities;
and (jii) a half-yearly peer companies analysis report which provides a detailed analysis and evaluation on the benchmarking
exercise with identified peer companies to provide the Board with a better understanding of CAQO’s position within the industry
as well as identify gaps and learning points.

In addition, the Board adopted the Internal Guidelines on Issuance of Profit Guidance or Profit Warning Announcements which
purpose is to allow market expectations to adjust to the likelihood that the Company will either not be living up to an earlier
profit guidance, and/or to avoid an earnings shock, negative impact on the share price, sell-off of the Company’s shares and/
or volatility of trading in the Company’s shares, when the financial results are announced.
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Conduct of Shareholder Meetings

Principle 16

ompanies should encourage greater shareholder participation at general meetings of shareholders and allow shareholders the
opportunity to communicate their views on various matters affecting the company

All shareholders of the Company are treated fairly and equitably to facilitate the exercise of their ownership rights.

At each AGM, shareholders are encouraged to participate in the question and answer session. The Board of Directors, senior
management, the external auditors, internal auditors and the Company Secretary are present to respond to shareholders’
questions.

Where there are items of special business to be transacted at the AGM, comprehensive explanatory notes will be sent together
with the notice of the AGM.

Each issue or matter requiring the approval of shareholders of the Company is submitted as a single item resolution. To
ensure transparency, the Company conducts electronic poll voting for shareholders/proxies present at the meeting for all the
resolutions proposed at the general meeting. Votes cast for or against and the respective percentages on each resolution will
be tallied and displayed live on screen immediately at the general meeting. The total number of votes cast for or against the
resolutions and the respective percentages are also announced after the general meeting via SGXnet.

A shareholder who is not a “relevant intermediary” may appoint up to two (2) proxies during his or her absence, to attend,
speak and vote on his or her behalf at general meetings. Shareholders who are “relevant intermediaries” such as banks, capital
markets services licence holders which provide custodial services for securities and the Central Provident Fund Board (“CPF”),
are allowed to appoint more than two (2) proxies to attend, speak and vote at general meetings. This will enable indirect
investors including CPF investors, to be appointed as proxies to participate at general meetings of the Company.

The Company Secretary prepares minutes of shareholders’ meetings, which incorporates substantial comments or queries
from shareholders and responses from the Board and Management. These minutes can be accessed from the Company’s
external website.

Shareholders also have the opportunity to communicate their views and discuss with the Board and Management matters
affecting the Company after the general meetings.

The Constitution of the Company can be accessed from the Company’s external website.

The dividend policy of the Company (the “CAO Dividend Policy”) sets out the guiding principles for dividend distribution by
the Company (the “Guiding Principles”). The Guiding Principles included inter alia, maintaining a consistent baseline dividend
payout ratio which constitutes thirty (30) percent of the Company’s annual consolidated net profits attributable to shareholders
commencing from financial year 2016.
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In approving or reviewing a dividend policy or making its recommendations on the timing, amount and form of any future
dividends, the Board takes into consideration, among others:

(@ the expected future capital requirements and growth opportunities available to the CAO Group;
(b) net earnings of the CAO Group; and

(c) any regulatory approvals and/or where applicable, approvals required from third parties (e.g. banks and other financial
institutions) as appropriate.

A summary of the CAO Dividend Policy can be accessed from the Company’s external website.

In line with the recommended best practices on dealings in securities set out under Rule 1207(18) of the SGX-ST Listing
Manual, the Company has issued a directive to all employees and directors not to deal in the Company’s securities on short-
term considerations and to abstain from dealing with the Company’s securities for a period commencing two (2) weeks before
the announcement of the results of the first three (3) quarters and one (1) month before the announcement of the full year
results and ending on the date of the announcement of the relevant results.

Shareholders have approved the renewal of the general mandate for interested person transactions of the CAO Group on 25
April 2018 (the “IPT Mandate”). The IPT Mandate sets out the levels and procedures to obtain approval for such transactions.
Information regarding the IPT Mandate is available on the Company’s website at www.caosco.com. All business units are
required to be familiar with the IPT Mandate and report any such transactions to the Finance Department. The Finance
Department keeps a register of the CAO Group’s interested person transactions.

Information on interested person transactions for 2018 is found under “Supplementary Information” on page [ ].

As part of the Company’s ongoing process of ensuring effectiveness of its system of internal controls, the established system
of internal controls of the Company would be subject to biennial review by an independent external reviewer with appropriate
experience in corporate governance and risk management processes.

With the assistance of BDO, the Company conducted a review of the Company’s system of internal controls (the “Review
of System of Internal Controls”). Based on the findings from the Review of System of Internal Controls, the Company was
generally in conformity with Committee of Sponsoring Organizations of the Treadway Commission (the “COSO”) Internal
Controls Integrated Framework. Risks identified (none of which were rated as high risk) are highlighted in the Risk Assessment
section in its report. No other exceptions were noted with respect to internal controls and counter-measures reviewed in
the scope of the engagement. However, BDO had recommended several areas of improvement so as to fully conform to
the requirements under the COSO internal controls framework. Accordingly, Management had carefully considered these
recommendations from BDO and had taken the necessary actions to implement the same as appropriate.
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The Company shall have a Lead Independent Director who shall be an independent director as defined under the 2012
Code.

In circumstances where the Chairman of the Board of Directors is not independent, the Board of Directors of the
Company considers it to be useful and appropriate to designate a Lead Independent Director to coordinate the activities
of the independent directors of the Company and performing such other duties and responsibilities as the Board may
determine from time to time.

In addition to the duties of Board members as set forth in the 2012 Code, the specific duties and responsibilities of the
Lead Independent Director shall be as follows:

U Act as the principal liaison between the Independent Directors of the Company and the Chairman of the Board,
and between the Independent Directors of the Company and senior management.

o Has the authority to convene meetings, as appropriate, among the Independent Directors of the Company and
to ensure that Independent Directors have adequate opportunities to meet and discuss issues in sessions of the
Independent Directors without the presence or participation of management.

. Preside at any meetings held among the Independent Directors of the Company.

o Review the quality, quantity and timeliness of the information submitted to the Board and Board Committees.

o Advise and assist the Chairman on the meeting agenda items.

o Advise the Chairman and facilitate Board’s approval of the number and frequency of meetings of the Board and

Board Committees (including any special meetings of the Board) as well as meeting schedules to ensure that
there is sufficient time for discussion of all agenda items.

. Has authority to initiate actions, for and on behalf of the Independent Directors of the Company, to address any
concerns on corporate compliance matters including the engaging of external advisers and consultants, even at
the displeasure of the Management or majority shareholders of the Company.

. Respond directly to the shareholders of the Company, questions and comments that are directed to the Lead
Independent Director or to the Independent Directors of the Company as a group, with such consultation with
the Chairman of the Board and the other Non-Independent Directors, as the Lead Independent Director may
deem appropriate.
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