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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET
("GEM") OF THE STOCK EXCHANGE OF HONG KONG LIMITED
(THE "STOCK EXCHANGE")

GEM has been positioned as a market designed to
accommodate companies to which a higher investment
risk may be attached than other companies listed on the
Stock Exchange. Prospective investors should be aware
of the potential risks of investing in such companies and
should make the decision to invest only after due and
careful consideration. The greater risk profile and other
characteristics of GEM mean that it is a market more suited
to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM,
there is a risk that securities traded on GEM may be more
susceptible to high market volatility than securities traded
on the Main Board of the Stock Exchange and no assurance
is given that there will be a liquid market in the securities
traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange
take no responsibility for the contents of this report, make no
representation as to its accuracy or completeness and expressly
aisclaim any liability whatsoever for any 1oss howsoever arising from or
in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Silk Road Energy
Services Group Limited (the “Company”) collectively and individually
accept full responsibility, includes particulars given in compliance
with the Rules Governing the Listing of Securities on GEM (the “GEM
Listing Rules”) for the purpose of giving information with regard to
the Company. The Directors, having made all reasonable enquiries,
confirm that to the best of their knowledge and belief the information
contained in this report is accurate and complete in all material
respects and not misleading or deceptive, and there are no other
matters the omission of which would make any statement herein or
this report misleading.
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Chairman’s Statement
FEHRS

Dear Valued Shareholders,

The Group recorded an audited consolidated revenue and loss
for the year attributable to owners of the Company amounting to
approximately HK$379.29 million and HK$140.23 million respectively
for the year ended 30 June 2017 (the “Year”), representing an increase
0f 17.02% and 7.84% respectively compared with last year.

During the Year, the major revenue of the Group was generated from
the business for provision of coal mining services. After the Chinese
government implemented policy to limit coal production to curb
overcapacity in the coal market, the coal price was increased but
the profit from provision of coal mining services did not improve due
to the market competition and the higher labor costs. This segment
contributed an operating profit of approximately HK$40.56 million,
before amortization of customer contracts, to the Group. The Group
has also carried trading of mineral products and money lending
business. The trading of mineral products recorded an operating loss
of approximately HK$3.59 million due to the fact that the market
was still not yet recovered significantly. The money lending business
contributed a profit of approximately HK$16.20 million since the Group
has contributed more resources in this segment. The Group also
diversified into the business of provision of heating supply services in
the PRC and started to provide service in Tianjian City since November
2016. Since the Group has just entered the heating market and the
business was still at the early stage, it contributed an insignificant
revenue to the Group for the year ended 30 June 2017. Operating
segments regarding the advertising and public relations as well as
fluorite products were discontinued during the year. The termination
of these segments represented a good opportunity for the Group
to realize its investments in the non-core business in order to focus
more resources for the development of its other principal business
segments and to strengthen the capital base of the Group.

Looking ahead, the recovery of the coal industries market was
cautiously optimistic. The performance of provision of coal mining
services was expected to be in line with this year. Even though the
provision of heating supply services contributed an insignificant
revenue to the Group during the Year but its prospect was promising.
The Group will seek suitable business partners to enter this market in
order to enhance the value to the shareholders of the Company in the
long run.

APPRECIATIONS

On behalf of the Board, | wish to express my sincere gratitude to
our shareholders, customers, suppliers, bankers and other business
associates of the Group for their continued support; and also to
every Director, the management team and all staff for their valuable
contribution during the Year.

Cai Da
Chairman
Hong Kong, 26 September 2017
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BUSINESS AND FINANCIAL REVIEW

For the year ended 30 June 2017, the Group recorded a revenue
from continuing operations of approximately HK$379.29 million (2016:
HK$324.10 million), representing an increase of 17.02% as compared
with that of the corresponding year. The increase in revenue was
mainly due to the trading of other mineral products business which
contributed approximately HK$95.77 million (2016: HK$12.95 million).
The Group's gross profit from continuing operations decreased by
approximately 32.14% to HK$68.04 million (2016: HK$100.27million)
and the gross profit margin decreased from 30.94% to 17.94% for the
year ended 30 June 2017. The decrease in gross profit and margin
was mainly due to the trading of other mineral products business with
a relatively low gross profit ratio as compared to the other business
segment of the Group and the labor costs of the provision of mining
services had increased.

Investment and other income from continuing operations mainly
consist of gain on disposal of held-for-trading investments, other
interest income, bank interest income and sundry income. Investment
and other income decreased by 49.66% from approximately HK$31.35
million for the year ended 30 June 2016 to approximately HK$15.78
million for the year ended 30 June 2017. The decrease was primarily
due to the absence of script dividend income from held-for-trading
investment.

The Group recorded a loss arising on change in fair value of the listed
securities amounted to HK$48.96 million (2016: HK$15.76 million) from
the investment in held-for-trading securities was mainly as a result of
the volatility of the securities market.

During the reporting year, the Group recognised an impairment loss
in respect of available-for-sale investments amounted to HK$50.56
million, which represented its investment in China Green (Holdings)
Limited whose shares are listed on the Hong Kong Stock Exchange
and principal engaged in growing, processing and sales of agricultural
products. The impairment loss represented the difference between
the costs and the fair value of the investment. The assessment of the
fair value of the investment was carried out by reference to its latest
market price.
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Management Discussion and Analysis

SR EIS AL

The impairment loss of HK$40 million was recognised in respect of
the amount from the associated companies principally engaged in
the securities trading business. In determining the recoverability of
the associated companies, the Group considered its latest investment
portfolio and the fair market value of the securities held by it. Since the
fair value of assets held by the associated companies are insufficient
to cover the outstanding balance, the impairment loss was recognised.

The Group recorded selling and distribution expenses, administrative
expenses and other operating expenses, amortisation of customer
contracts and impairment loss recognized in respect of loan receivable
from continuing operations were HK$0.91 million (2016: HK$0.55
million), HK$34.26 million (2016: HK$40.24 million), HK$5.78 million
(2016: HK$4.34 million), HK$29.24 million (2016: HK$28.20 million) and
HK$2.18 million (2016: HK$1.99 million) respectively. These expenses
did not significantly change as compared with the correspondence
year.

The finance costs were decreased from HK$13.47 million to HK$8.13
million mainly due to the decrease of imputed interests on promissory
notes as a result of early settlement of 30% outstanding promissory
notes during the reporting year. The income tax was change from
tax credit of HK$16.11 million for the year ended 30 June 2016 to tax
expenses of HK$3.86 million for the year ended 30 June 2017.

During the reporting year, the Group disposed of subsidiaries
carrying on advertising and public relations services and Fluorite
processing and trading business. The directors considered that the
disposals represented a good opportunity for the Group to realize its
investments in the non-core business in order to focus more resources
for the development of its other principal business segments and to
strengthen the capital base of the Group. The Group recorded a profit
from discontinued operation amounted to HK$19.77 million (2016: l0ss
of HK$36.96 million), mainly represented the gains on disposal of the
subsidiaries during the reporting year.

In conclusion, loss attributable to owners of the Company for the
year amounted to approximately HK$140.23 million (2016: HK$130.04
million), representing an increase of 7.84%.
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PROVISION OF COAL MINING SERVICES

The Group provided coal mining services to six coal mines during the
year under the terms of the respective management contracts signed
between the Group and the mine owners. The major revenue of this
segment comprises of service incomes from coal production and
excavation works. During the year ended 30 June 2017, approximately
14.31 million tonnes of coal had been produced and approximately
27.60 kilometres of tunnels had been excavated by the Group.

During the reporting vyear, the Group's provision of coal mining
services recorded a revenue of approximately HK$256.65 million (2016:
HK$298.74 million) which accounted for 67.66% of the Group's total
revenue from continuing operations. This segment contributed a gain
of HK$11.32 million (2016: a loss of HK$50.71million) after deducting
amortisation of customer contracts. The positive turnaround was
primarily due to the absence of impairment 10ss in respect of customer
contracts.

In 2016, the Chinese government implemented policy to limit coal
production to curb overcapacity in the coal market. The reduction
in overcapacity has resulted in the coal price recovering from rock-
bottom but it was still fluctuating during the reporting year. The coal
miners continued to pose strict costs control measures but on the
other hand the costs of the production has increased mainly due to the
increase in labour costs.

TRADING OF MINERAL PRODUCTS

The Group resumed the operation of its trading of mineral products
(other than fluorites products) in the PRC. This segment recorded a
revenue of approximately HK$95.77 million (2016: HK$12.95 million)
which accounted for 25.25% of the Group's total revenue. Even though
the gross profit margin is low because the market conditions for
mineral products have not recovered significantly, the Group resumed
this segment for maintaining its business networks.

MONEY LENDING BUSINESS

The Group operates its money lending business mainly through an
indirectly wholly-owned subsidiary of the Company, which obtained
a money lenders licence under the Money Lenders Ordinance (Cap.
163, Laws of Hong Kong). The Group also made short term loans to
the third parties in the PRC through its subsidiaries in Mainland China.
During the reporting year, the revenue from loan interest income
was approximately HK$18.85 million (2016: HK$12.42 million) which
accounted for 4.97% of the Group's total revenue. The interest rate
charged by the Group ranged from 5% to 30% per annum. The loans
were unsecured, with credit terms less than one year.
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Management Discussion and Analysis
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PROVISION FOR HEATING SUPPLY

During the reporting year, the Group has diversified into the business of
provision of heating supply services in Shandong Province and Tinjian
City of the PRC. During the trial operation in Shandong Province, it was
discovered that cost of supplying heat was substantially greater than
the expected production cost. In view of the greater-than-expected
production cost which adversely affects the expected profitability,
the Group opted out of operations from Shandong in order to better
utilise and divert the Group’s resources to more profitable business
thereby creating greater value for the shareholders of the Company.
Accordingly, on 18 January 2017 and 26 June 2017, the Group entered
into contracts with the independent third parties to dispose its equity
interests in the companies which carried out projects in Shandong
Province at a consideration of RMB19.46 million and RMB14.06
million respectively, please refer to the paragraph headed “Material
Acquisition and disposals” below for further details. The directors
considered that opting out of investments in Shandong Province
did not have material financial adverse effect to the Group. On the
other hand, on 11 August 2016, the Group entered into a cooperation
agreement (the “Cooperation Agreement”) with the People’s
Government of Wang Wen zhuang, Xiging District, Tianjin City (“Wang
Wen Zhuang Government”) to set out the framework for the parties’
cooperation in transforming the existing coal-fired heating systems in
Wang Wen Zhuang, Tianjin City, the PRC to those powered by natural
gas. Pursuant to the Cooperation Agreement, the cooperation includes
transformation of coal-fired heating systems in three villages in Wang
Wen Zhuang Town with heat supply area of approximately 323,000
square meter. Furthermore, the Group shall be given priority to operate
the heating project with a preliminary estimated heat supply area of
four million square meter proposed to be launched in the second
phase demonstration town in Wang Wen Zhuang, on the same terms
as offered by other heat suppliers. Definitive agreement in relation to
the transformation project in three villages in Wang Wen Zhuang Town
has been entered into among the village representatives, the Group
and Wang Wen Zhuang Government. The Group has started to provide
the heat supply service in Tianjin City since November 2016.

During the reporting year, the provision of heating segment recorded a
revenue of approximately HK$8.03 million (2016: Nil), which accounted
for 2.12% of the Group's total revenue, and a loss of approximately
HK$11.75 million. Excluding the loss arising from Shandong project,
operations in Tianjin recorded a loss of approximately HK$4.60 million.
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However, the Group is still in negotiation with the local government of
Tianjin to claim subsidies in accordance with the government policy.
The subsidies was in relation to the acquisition of machines and the
extra days for providing heat during the last winter. The actual amount
has not yet been determined but the Group aims to obtain subsidies of
approximately RMB10 million subject to the negotiation with the local
government. Accordingly, the Group has not yet recognised the subsidy
as income.

INVESTMENT IN AVAILABLE-FOR-SALE
INVESTMENT AND HELD-FOR-TRADING
SECURITIES

As at 30 June 2017, the Company had available-for-sale investment
and held-for-trading investment in certain securities listed in Hong
Kong, the fair value of which amounted to approximately HK$7.35
million (30 June 2016: Nil) and HK$24.72 million (30 June 2016:
HK$69.62 million) respectively. During the Year, a 10ss arising on
change in fair value of the listed securities of approximately HK$48.96
million was recorded and the impairment loss of HK$50.56 million was
recognised in respect of available-for-sale of investment.

INVESTMENT IN ASSOCIATES

The Group holds 30% equity interest in Asset Management
International Limited (together with its subsidiaries, the “Asset
Management Group”). Asset Management Group engages principally
in security investments. As the Group share of loss of an associate
was limited to its net investment amount in the associate, the Group
recorded an insignificant loss on share of results of associates.

OUTLOOK

The problem of overcapacity in coal market has been relieved and
the coal price has gradually recovered from its rock-bottom. In the
long run, the fundamental problem of oversupply in Chinese coal
market has not changed, and the aggregate supply of coal tends to
increase. The directors take the view that the recovery of the coal
industries market was cautiously optimistic. As the market improved,
the financial positions of the mine owners has also improved but such
improvements were not mirrored in the mining service sectors due to
the strict costs control measures continued to be imposed by mine
owners on mining service providers such as the Group. Accordingly,
the Group has yet to enjoy the benefit from such improvement due
to the intense market competition. Besides, the Group also face the
increase in production costs. The Group will implement cost control
measures in order to improve its profitability in view of the challenging
operating environment.
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There has been an increase in demand for heating system and such
growing trend is expected to continue in coming years due to rapid
urbanisation in the PRC. Furthermore, as various government policies
have been implemented to encourage development of environmental
friendly heating systems to replace those powered by coal energy
thereby reducing emissions, the Group can also take advantage of
the favourable policies to develop its clean energy heating business in
the PRC. The directors take a view that the Group’s new heat supply
operation provides a promising prospect. In line with the Group's
strategy to develop its environmental friendly heating business, the
Group concentrated the investments in Tianjin City and seek further
expansion in Northern China. The Group will cooperate with business
partners in the relevant area, which will enable the Group to expand
heat supply business by utilising the resources and strengths of each
parties with an aim to expand the business scope and market share on
heat supply business.

As regards the money lending business of the Group, the Group will
enhance the control over the making of loans as well as monitoring its
outstanding loans receivable to minimise credit risk thereon.

Looking ahead, the Group will maintain healthy development of
different business segments to consolidate its business portfolio and
diversify its source of income. Subject to the availability of financial
resources, and should suitable investment or business opportunities
arise, the Company may consider acquiring assets and/or business
in the heating supply industries in order to enhance its financial
performance as well as value to the shareholders of the Company in
the long run.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2017, the Group held cash and cash equivalents of
approximately HK$91.28 million (2016: HK$216.09 million). Net current
assets amounted to approximately HK$498.22 million (2016: HK$639.54
million).

As at 30 June 2017, the current ratio (defined as total current assets
divided by total current liabilities) was approximately 6.19 times (2016:
7.07 times). The gearing ratio, being the ratio of total liabilities to total
assets, was approximately 0.30 (2016: 0.30).

The Group had no any bank borrowing as at 30 June 2017 (2016: Nil).
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USE OF PROCEEDS FROM PLACING

The Company completed the placing of an aggregate of 1,046,260,000
new shares of HK$0.05 each in the Company on 21 April 2016. The
net proceeds from the placing was approximately HK$201.28 million.
The Group intended to use 80% (approximately HK$160 million) of the
proceeds for the development in the business of provision of services
related to clean energy and the remaining 20% (approximately HK$40
million) of the proceeds for working capital purpose. As at the date
of this report, the Group had utilised approximately HK$81 million for
the business of provision of services related to clean energy including
(i) investment in the joint ventures for the provision of heat supply
services, (i) capital expenditure such as purchasing heat supply
equipment and carrying construction works and (iii) operation costs
of the joint ventures, and approximately HK$40 million for general
working capital. The remaining balance was deposited into the banks.

During the reporting year, the Group had advanced the idle cash to
independent third parties as loans for earning interests. The provision
of short term loans to third parties would enable the Group to invest its
cash resources and generate a better return before the proceeds are
applied for the intended purposes.

SHARE CAPITAL

As at 1 July 2016 and 30 June 2017, the authorised share capital of the
Company was HK$1,500,000,000 divided into 30,000,000,000 shares of
the Company of HK$0.05 each (“Share(s)”). As at 1 July 2016, the issued
share capital of the Company was approximately HK$342,938,116
divided into 6,858,762,338 shares. During the year ended 30 June 2017,
the Company has repurchased 4,200,000 shares and cancelled on 8
May 2017. Accordingly, as at 30 June 2017, the issued share capital
of the Company was approximately HK$342,728,117 divided into
6,854,562,338 Shares.

EXCHANGE EXPOSURE

Most of the trading transactions, assets and liabilities of the Group
were denominated either in Hong Kong dollars, Renminbi or U.S.
dollars. It is the Group’s policy for its operating entities to operate in
their corresponding local currencies to minimise currency risks.
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MATERIAL ACQUISITION AND DISPOSALS

In August 2016, b R ZE W Fee R AR S B R A 7] (b REER),
an indirectly wholly-owned subsidiary of the Company, entered into a
sales and purchase agreement with several independent third parties
for the acquisition of 51% equity interest in &2 E SR FTEEREA S
BBR A A (Formerly known as S& 2 AEREFT8EIRZ 1B R A F]) and its
subsidiaries ("R & 71"), which principally engaged in the provision
of heating service and planned to obtain the agreement for provision
heating service to Heze City of Shandong Province of the PRC from the
local Government (the “Project”) until the end of 2045. The transaction
was completed in August 2016 by cash consideration of approximately
HK$17,601,000, representing the Group's portion of register capital
in SEEEZBHIAERANERAE] In the opinion of directors, at
the acquisition date, no business has been conducted by ¥7&E R &
77 since its establishment but mainly held certain property, plant and
equipment. Thus, the transaction was accounted for acquisition of
assets rather than business combination.

On 16 October 2016, the Group, as vendor, entered into a sales and
purchase agreement with an independent third party, as purchaser,
pursuant to which the Group conditionally agreed to sell, and the
vendor conditionally agreed to acquire, 60% of the issued share capital
of the PR ASIA Investment Holdings Limited, an indirectly wholly-owned
subsidiary of the Company, and which directly holds 100% equity
interest of PR ASIA Consultants Limited (“PR ASIA Consultants”), at
a total consideration of HK$36.3 million with a gain of approximately
HK$16.61 million. During the reporting year, PR ASIA Consultants
offers strategic consulting services in corporate communications,
media relations, investor relations, issue/crisis management, media
training and event management to a wide range of listed and non-
listed companies in both Hong Kong and China. During the vyear,
the advertising and public relations segment recorded a revenue of
approximately HK$19.93 million up to the date of the completion of
disposal (2016: HK$41.22 million). Upon the completion of the disposal
on 2 November 2016, PR ASIA Consultants ceased to be a subsidiary of
the Company and the Group ceased to hold any equity interest in each
member of the PR ASIA Group.

On 18 January 2017, the Group entered into an equity transfer
agreement as vendor with an independent third party as purchaser
to dispose of 100% equity interest in &2 fE 8L Eh /18 R A &), which
owned a heating project in Heze City of Shandong Province of the PRC,
at a consideration of RMB19.46 million. Completion of the disposal took
place on 22 January 2017. The disposal did not have material financial
effect to the Group.
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On 21 April 2017, the Group, as vendor, entered into a sales and
purchase agreement with an independent third party, as purchaser,
pursuant to which the Group conditionally agreed to sell, and the
vendor conditionally agreed to acquire, 100% of the issued share
capital of the Sino Mongolia, an indirectly wholly-owned subsidiary of
the Company, and which directly holds 100% equity interest of MCTT
Limited at a total consideration of RMB9.5 million (approximately
HK$10.71 million) with a gain of approximately HK$3.46 million. Upon
the completion of the disposal in May 2017, Sino Mongolia ceased to
be a subsidiary of the Company and the Group ceased to hold any
equity interest in each member of the Sino Mongolia Group.

On 26 June 2017, the Group entered into an equity transfer agreement
as vendor with an independent third party as purchaser to dispose
of 100% equity interest in 3t 732 235 which through its subsidiaries
engaged in the operation of energy saving and environmentally friendly
heating system and provision of related services in Shandong Province
of the PRC, at a consideration of RMB14.06 million. Completion of the
disposal took place on 8 September 2017. The disposal did not have
material financial effect to the Group.

Save as disclosed above, there were no other material acquisitions
or disposals of subsidiaries and associates of the Group in the period
under review.

LITIGATIONS

(1) On 23 September 2014, an indirectly wholly owned of the
Company, Tai Pu, has filed a claim against a customer in A
SHEAEBBEZH MR RARER (Inner Mongolia
Ordos City Intermediate People’s Court) (the “Ordos City
Intermediate People’s Court”) for its failure to pay service fees
of approximately RMB35.9 million during the year ended 31
December 2014. The Ordos City Intermediate People’s Court has
rendered its decision pursuant to which, inter alia, the customer
shall pay Tai Pu (i) approximately RMB41.6 million as damages for
the failure to pay the service contracts service fees; and (i) RMB1
million as damages for breach of the service contracts. As at the
date of reporting, Tai Pu has not received the said judgement
sum. In view of the financial situation of the customer, the Group
considered that it is unlikely to recover the judgement sum. As
the financial impacts had been fully reflected in previous year's
accounts of Tai Pu, no material financial impacts were expected.
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Since 9 August 2013, the Group, as the lender, entered into a
loan agreement and certain supplemental agreements with
an individual (the “Defendant”), as the borrower, for the loan
arrangement with the amount of HK$7.5 million. The loan
was guaranteed by the Defendant and another individual (the
“Guarantor”). On 8 August 2015, the Defendant failed to repay
the principal of HK$7.5 million and outstanding interest of
HK$187,500. Therefore, the Group has filed the writ of summons
to the High Court on 13 January 2016. On 22 August 2016, the
Group received the judgement pursuant to which the Defendant
and the Guarantor were ordered to pay the Group:

a)  The sum of HK$7,500,000 together with interest thereon
at the rate of 2% per calendar month from 9 August 2015
to the date hereof and thereafter at judgment rate until
payment;

b)  Interest of HK$187,500 from 9 February 2015 to 8 August
2015; and

C)  HK$11,045 fixed cost.

In view of the financial situation of the Defendant and
the Guarantor, the Group considered that the chances of
enforcement and recovery of the judgement sum is remote.
Accordingly, the Group has recorded HK$2.1 million interest
income during the reporting year but made a fully provision for
impairment on it. No significant adverse financial impact to the
Group is expected.

CAPITAL COMMITMENT

As at 30 June 2017, the Group had no significant capital commitment.

DONATION

Donations made by the Group during the Year amounted to
HK$218,000.

PLEDGE OF ASSETS

As at 30 June 2017, none of the assets of the Group were pledged as
security for any banking facilities.

2 BZZ—=fN\ALBR KX&EE(HEREX
AN E—FZEANWERBRA THEAD R
7,500,0008 7T 2 &R L BER] L B ik ik B A T
7 ERmEEA RS —BEA (TR
ADBER-R_ZT—RFNANB BHEAKR
BEfEE R £7,500,00078 7T M A (EE ) £.187,500
BLeEI ARER-_T—XRF—-A+=H
A ERARERTR -R_E—RF/N\A
R AREREAR B WEARE
RAZARANEE A

a) 75000008 e REEBERE —_E—RHF
AN EEEHRE HIREEE A2%:t
BN 2B REEHRF R+ E 2 A
g

by R-E—AE_-_ANLBE_Z—HEFN
ANHZ R 8187,500/8 7T : M

) BEERKA11,045%8 7T °

BRE ARERAZMBRR  REBERR
K A]BE 58 Bl 7T M MR B H R & B8 o R - AN
SEHRIHREFEC A FE B A2,100,0007% 7T
JIRED REFRTERERE BAREKS
SUAKRBEERERTNM BT E -

BARERE
R-E—tFERNA=ZTH AEETEERERA

£ o

B

REEAREE 2 BHEEH218,000/8 7T ©

EEERH

R-ZZE—tFA=TH BEAEEZEECH
RABEMRITEEZER

Annual Report 2017
20174 =R



EMPLOYEE INFORMATION

As at 30 June 2017, there were approximately 1,460 staff members
employed by the Group.

The Group remunerates its employees mainly based on industry
practices and their respective educational background, experience and
performance. On top of the regular remuneration and discretionary
bonus, share options may be granted to selected employees
by reference to the Group's performance as well as individual's
performance. In addition, each employee enjoys mandatory provident
fund, medical allowance and other fringe benefits.

CONTINGENT LIABILITIES
As at 30 June 2017, the Group had no significant contingent liabilities.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group's financial conditions, results of operations, businesses and
prospects may be affected by a number of risks and uncertainties. Key
risks and uncertainties affecting the Group are set out as below:

Substantial portion of the revenue of the Group’s mining
services business from a single customer

The Group’s mining services business derived a substantial portion
of its revenue from a major customer, which accounted for 40% of
the revenue of Group’s mining services business for the year ended
30 June 2017. The concentration of revenue from a major customer
exposes the Group to various risks that could have a material adverse
impact on its revenue.

In the event that the major customer experiences any adverse
business conditions or terminates its business relationship with the
Group and should the management fail to identify new customers,
there may be a material adverse impact on the Group’s profitability,
results of operations and financial condition. To minimize the above
risks, the Group actively expand its customer base.
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No long term contracts with the Group’s customers

The Group provided mining operation services to its customers based
on management contracts, normally with a term of one to two years,
with the pricing to be agreed yearly. The Group cannot guarantee that
its customers will renew their contracts or it will be able to seek new
customers. If such events occur, the Group's future revenue and profit
will be adversely affected. To minimize the above risk, the Group has
developed a significant know-how and expertise with respect of the
operation of the mines that were being serviced and have a deep
understanding of the needs and requirements of the customers to
meet the expectation of the customers.

Mining service operations are subject to operating risks,
hazards and unexpected disruptions

Mining service operations are subject to a number of operating
risks and hazards, some of which are beyond its control. These
operating risks and hazards include: (i) unexpected maintenance or
technical problems; (i) interruptions for the mining operations due
to unfavourable weather conditions and natural disasters (such as
earthquakes, floods and landslides); (iii) accidents; (iv) electricity or
water supplies interruptions; (v) critical equipment failures in the
mining operations; and (vi) unusual or unexpected variations in the
mine and geological or mining conditions, such as instability of the
slopes and subsidence of the working areas. These risks and hazards
may result in personal injury, damage to, or destruction of production
facilities, environmental damages and could temporarily disrupt the
Group's operations and damage the Group’s business reputation.
To minimize the above risks, the Group will continuously enhance
corporate management.

The Group's business faces increasing competition from
competitors

The Group faces increasing competition from other mining extraction
and related service providers, particularly as the condition of coal
market is poor. The Group’s major competitors are PRC based
mining service providers in Inner Mongolia. A significant increase
in competition may force the Group to lower the relevant prices
for mining related services provided, leading to a decrease in the
Group's profit margin and ultimately may have an adverse effect on
its business, financial position and results of operations. To minimize
the above risks, the Group will continuously enhance corporate
management and keep improving our services to remain competitive
and maintaining good customers relationship.

BERFAEEEFITIRMEHN

AEEREEANMETPRERESERS %
EAN-RRPENFAAGFHREER K&
BEERE AEPHEEESHNNE MRS
HHEP - WEP TMENSERERSIHNES
ARG B 2 AR TR 2 Ko ) 52 B R B2 o IR R
EitEE AEEERERFRERBORE 2 2E
BREEENRMABRLEXLE N YHEFPHNF
KRBRKBERATE NneEPES-

REEBEENREERR BERBINDE

RERGeERRZESERREEE AT ED
HBHEZEHNSE  ZFLERRNMEEEE: )BI
BV SRR (B RRMN R BARKE (40
MR KRB ) ERR B L ETE : (NBINF
B (VE D SRR ET - (VEREEZE T B R R AN
B2 5 R (Vi) Ll B3t 32 s BRAR 5 1 R s BN - £
MRHERARE TIERLIE - ZFRARMEEXEGE
MAFBE LERMBXALER RREBT LA
EERAKELERETHLBEARENEGE
BopRpELiER AEESEEEROXER-

FEMERHEREZFHFNRF NS

6% B b 2K B E A R AE M ARRE RS R e T
B EERERRTATER -AEETEHFY
FRUERARHHNPERBERERERE BFEE
MBIk & B AR B T A E R H A SRR R
HHEAER  BHAKEFERE WA Y
HER WL R EEREEXN TR E - RBE
bt E R AN S A AR oa (B IR R T B E
R ARBHRF O RERRIFOEPBER-

Annual Report 2017
20174 =k



PRC Laws, regulation and governmental policies changes
for the mining industry could adversely affect the Group’s
business

A significant degree of control over the mining industry is exercised
by the PRC local, provincial and central authorities. The Group’s
operations are governed by a wide range of PRC laws, regulations,
policies, standards and requirements in relation to, among other things,
mine exploration and exploitation, production safety, environmental
protection, taxation, labour, foreign investment and operation
management. Any change to these laws, regulations, policies,
standards and requirements or to the interpretation or implementation
or establishment of any local practice in enforcing such laws,
regulations, policies such as limited capacity and de-capacity,
standards and requirements may incur additional compliance efforts
and increase in the Group's operating costs and thus adversely affect
the mining business, its financial condition and results of operations.
To minimize the above risks, the Group will closely liaise with the mine
owners to keep track of the national regulatory policy for the coal
industry and change of policy in mineral resources management in
a timely manner and positively grasp policies to ensure the Group's
normal operations.

Credit risks on the Group's loan portfolio

The Group’s money lending business is exposed to credit risks from
our customers. There is no assurance that the financial positions of the
Group's customers will remain healthy in the future and the Group do
not hold any assets as security for unsecured loans, so that the Group
may not able to collect payments from our customers on time. If the
Group is unable to effectively maintain the quality of its loan portfolio,
it will be exposed to losses from unrecoverable loans. To minimize
the above risks, the Group impose credit control measures and have
a good understanding on the background of the customers when
approving the grant of loans.
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Profiles of Directors
SSEfE

EXECUTIVE DIRECTORS

Mr. Cai Da, aged 42, joined the Company as an executive Director and
vice chairman on 16 May 2013. He ceased to be vice chairman and
was appointed as the chairman of the Company (the “Chairman”) on
9 January 2015. Mr. Cai holds a Master degrees and Civil Engineering
Degree from Hunan University of Science and Technology. Mr. Cai has
been working and taking the senior managerial positions in a number
of mining companies incorporated in PRC. Mr. Cai has accumulated
over 10 years of experience in oil refinery, mining and corporate
management field. Mr. Cai is the vice president of Shenzhen General
Chamber of Commerce and also the chairman of Shenzhen Bao Tai
Dai Investment Development Company Limited. Mr. Cai had been an
executive director, chairman and chief executive officer of Chinese
Energy Holdings Limited (stock code: 8009) during the period from 26
February 2015 to 9 May 2016 and an executive director of Hong Kong
Life Sciences and Technologies Group Limited (stock code: 8085) during
the period from 30 September 2011 to 4 August 2014.

Mr. Zhou, Francis Bingrong, aged 32, joined the Company as an
executive Director and vice chairman on 11 March 2016. Mr. Zhou
holds a Bachelor of Arts degree in Economics and Asian Studies
from Bowdoin College in Brunswick, Maine, United States. Prior to
joining the Group, Mr. Zhou has held senior equity research positions
with prominent regional and China-based investment banks, such as
China International Capital Corporation (HK) Limited and Daiwa Capital
Markets Hong Kong Limited. He recently held the position of Vice
President of Financial Planning & Analysis for Galaxy Entertainment
Group. Mr. Zhou has extensive experience in corporate finance and
strategy, financial analysis and the capital markets.
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Mr. Hu Zzhixiong, aged 49, joined the Company as an executive
Director and the chief executive officer of the Company (the “CEQ”) on
28 August 2015. He ceased to be CEO on 13 June 2016. Mr. Hu holds
a Bachelor Degree from Inner Mongolia Normal University. He is the
founder and director of Tai Pu, an indirectly wholly-owned subsidiary
of the Company upon the completion of the acquisition of Everbest
Return by the Group on 31 July 2015. Mr. Hu has accumulated over 10
years of working experience in the trading of coal and coal mining.

Mr. Chen Youhua, aged 45, joined the Company as an executive
Director on 26 November 2012. He appointed to act as CEO on 13
June 2016. Mr. Chen holds a Bachelor Degree in Accountancy from
Shandong Economics College, PRC and an Executive Master Degree
of Business Administration from Inner Mongolia University, PRC. M.
Chen has worked for a number of mining companies in PRC, taking
the positions of accounting manager or financial controller in such
companies. Mr. Chen had been an executive director of Chun Sing
Engineering Holdings Limited (stock code: 2277) during the period from
1 February 2016 to 10 June 2016. Mr. Chen has accumulated over 15
years of working experience in the fields of cost accounting, financial
and corporate management.

Mr. Li Wai Hung, aged 55, joined the Company as an executive
Director on 30 September 2009. Mr. Li acted as Chairman during the
period from 22 November 2011 to 9 January 2015. He has accumulated
over 24 years of experience in sales related business and held senior
positions in various companies.

Mr. Liu Baoyu, aged 44, joined the Company as an executive Director
on 18 May 2016. Mr. Liu holds a master's degree in Law from Sun
Yat Sen University and a master’s degree in Business Administration
from Shenzhen University. On 7 April 2017, Mr. Liu was appointed as
an independent non-executive director of Hengdian Group DMEGC
Magnetlc Limited, the shares of which are listed on Shenzhen Stock
Exchange. He also holds a Certificate of National Legal Profession
Qualification in China. Prior to joining the Group, he has been a lawyer
practicing in the PRC and an investment controller in the Beijing office
of an international investment Group. He has extensive experience in
the fields of engineering, legal services and investment.
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Profiles of Directors
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Wang zhixiang, aged 59, joined the Company as an independent
non-executive Director on 20 November 2014. Mr. Wang graduated
from Hebei Radio & TV University, major in Electronic Studies. He is also
a certified senior electric and mechanical engineer. Mr. Wang has been
serving certain sizable coal mining companies in PRC. He has gained
over 30 years of working experience in model selection, installation
and design of electric and mechanical equipment, automation control
system and power supply system in relation to the coal mining
industry.

Ms. Wong Na Na, aged 44, joined the Company as an independent
non-executive Director on 9 September 2015. She is a member of
the Audit Committee, Remuneration Committee and Nomination
Committee. She holds a Bachelor Degree of Commerce in Accountancy
and Management Studies from University of Wollongong in Australia.
She is also an associate member of Certified Practising Accountant
Australia and an associate member of the Hong Kong Institute of
Certified Public Accountants. Ms. Wong has accumulated over 10
years of working experience in auditing, accounting and financial
management.

Ms. Feng Jibei, aged 59, joined the Company as an independent non-
executive Director on 16 August 2016. She holds a bachelor’s degree
in Heating, Ventilation and Air-conditioning from Beijing Construction
Engineering College (now known as Beijing University of Civil
Engineering and Architecture). She also holds a certificate of professor-
level senior engineer issued by Beijing Senior Specialized Technique
Qualification Evaluation Committee. Ms. Feng is currently an advisory
member of Technical Committee on Heating Supply Standardization
under Ministry of Housing and Urban-Rural Development of the
People’s Republic of China. Prior to joining the Group, she has been
working over thirty years in Beijing Gas & Heating Engineering Design
Institute, a state owned enterprise which specified in gas and heating
engineering design and her last position before retirement was deputy
chief engineer. She has extensive experience in the heating supply
industry.
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Corporate Governance Report
EREBWRS

The Board is committed to maintaining a good corporate governance
standard. The Board believes that a good corporate governance
standard will provide a framework for the Group to formulate the
business strategies and policies, and manage the associated risks
through effective internal control procedures. It will also enhance the
transparency of the Group and strengthen the accountability to the
shareholders and creditors of the Company:.

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company endeavors in maintaining high standards of corporate
governance for the enhancement of shareholders’ value. The Company
has applied the principles of and complied with all the applicable code
provisions and, where appropriate, the applicable recommended best
practices of the Code on Corporate Governance Practices (the “CG
Code") as set out in Appendix 15 to the GEM Listing Rules throughout
the Year.

COMPLIANCE WITH CODE OF CONDUCT FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the required standard of dealings as set out
in Rules 5.48 to 5.67 of the GEM Listing Rules as the code of conduct
of the Company regarding securities transactions by the Directors.
The Company has made specific enquiry of all the Directors, and the
Directors have complied with the required standard of dealings and the
Company’s code of conduct regarding securities transactions by the
Directors throughout the Year.

BOARD OF DIRECTORS

The Board has overall responsibility for the management of the
Company and the implementation of the investment policy of the
Company, which includes, inter alia, the adoption of long term
corporate strategies, assessment of investment projects, supervision
of the management of the Company to ensure that the Company’s
investments are conducted in accordance with the objectives of the
Company, and reviewing financial performance.

The Board currently has nine Directors, among them, six are executive
Directors and three are independent non-executive Directors.
Members of the Board have different professional and relevant
industry experiences and background so as to bring in valuable
contributions and advices for the development of the Group’s
business.
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Corporate Governance Report
EXEIOWRS

The Board holds meeting on a regular basis and will meet on other
occasions when a board-level decision on a particular matter is
required. The Board held 17 meetings during the Year. Directors
are aware that they should give sufficient time and attention to the
affairs of the Company. The attendance of each Director for the Board
meeting is set out below:

ExerHifTes T2 ERESSREEED
RENEHNEERNEMBFREETEH - BEEERA
FERTTEREH - SESHYNBHELHAQA]
NEFHETRERHRB I - ESGREE2HE
IRELIATR -

Board meeting

Name of Directors EENR EEZEER
Executive Directors: BITES:
Mr. Cai Da — Chairman BESEN—FE 17/17
Mr. Zhou, Francis Bingrong — Deputy Chairman BB — B 16/17
Mr. Chen Youhua — Chief Executive Officer PRRZESE — 7T AR 17/17
Mr. Hu Zhixiong W 8 S A 16/17
Mr. Li Wai Hung A (BB A4 17/17
Mr. Liu Baoyu BIREEL & 16/17
Independent Non-executive Directors: BYFHITES:
Ms. Wong Na Na SR 22 &= 16/17
Mr. Wang Zhixiang FREFLEE 16/17
Ms. Feng Jibei I+

(@ppointed on 16 August 2016) (R=ZF—NFNAF+NNAEZ(T) 15/16
Mr. Yan Shengxian B B A

(resigned with effect from 16 August 2016) (RZF—XNFNHFNEHEFE) 11

The biographical details of the Directors are set out in the section
headed “Profiles of Directors” on pages 19 to 21 of this annual report.
The updated list of Directors and their role and function are published
at the GEM website of the Stock Exchange and the Company’s website.

To the best knowledge of the Board, there is no financial, business
or family relationship among members of the Board and between
the Chairman and the CEO of the Company as at 30 June 2017. All
of them are free to exercise their individual judgment. Directors
have been supplied with adequate and relevant information in a
timely manner. The Directors may seek independent professional
advice in appropriate circumstances, at the expense of the Company.
The Company will, upon request, provide separate independent
professional advice to the Directors to assist them to discharge their
duties to the Company. The Company has arranged appropriate
insurance cover in respect of legal action against the Directors. The
Board delegates the day-to-day management, administration and
operation of the Group’s business to the management of the relevant
segments and divisions. The management is responsible for the
implementation and adoption of the Company’s strategies and policies.
The delegated functions and tasks are periodically reviewed by the
Board.
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CONTINUOUS PROFESSIONAL DEVELOPMENT

Pursuant to the code provision A.6.5 of the CG Code, all Directors
should participate in continuous professional development to develop
and refresh their knowledge and skills. This is to ensure that their
contribution to the Board remains informed and relevant. The newly
appointed Directors were provided with an induction and information
to ensure that he has a proper understanding of the Company's
operations and businesses as well as his responsibilities under relevant
statue, laws, rules and regulations. Up to the date of this report, all
Directors have participated in continuous professional development
by attending training course, or relating materials/in house briefing
on the topics related to corporate governance and regulations. All
Directors had confirmed their participating in continuous professional
development for the year ended 30 June 2017.

COMPANY SECRETARY

Mr. Ngai Man Wo (“Mr. Ngai”), a member of Hong Kong Institute of
Certified Public Accountants and a fellow member of the Association
of Chartered Certified Accountants, was appointed as company
secretary of the Company on 26 November 2015. According to the
requirements of Rule 5.15 of the GEM Listing Rules. Mr. Ngai has taken
not less than 15 hours of relevant professional training during the
financial year ended 30 June 2017.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to the code provision A.2.1 of the CG Code, the roles of
the Chairman and the CEO should be separated and should not be
performed by the same individual.

To reinforce independence, accountability and responsibility, the roles
of the Chairman and CEO are currently segregated and performed by
Mr. Cai Da and Mr. Chen Youhua.

The Chairman is responsible for formulating the overall strategies and
policies of the Company. In addition, the Chairman provides leadership
for the Board and ensures its effectiveness in all aspects. With the
support of the senior management, the Chairman is also responsible
for ensuring that the Directors receive adequate, complete and reliable
information in a timely manner and appropriate briefing on issues
arising at the Board meetings.

The CEO is in charge of the Company's day-to-day management and
operations and focuses on implementing objectives, policies and
strategies approved and delegated by the Board.
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EXEIOWRS

INDEPENDENT NON-EXECUTIVE DIRECTORS

Pursuant to Rule 5.05 of the GEM Listing Rules, the Company has
three independent non-executive Directors which representing at least
one third of the Board, and two of them has appropriate professional
qualifications or accounting or related financial management expertise.
The independent non-executive Directors ensure the Board prepares
its financial and other mandatory reports in strict compliance with
required standards, and ensure the Company maintains appropriate
system to protect the interests and shareholders of the Company. The
Company has received from each of the independent non-executive
Directors an annual confirmation in respect of his independence
pursuant to Rule 5.09 of the GEM Listing Rules. Based on such
confirmation, the Company considers that all of the independent non-
executive Directors are independent.

Each of the independent non-executive Directors has entered into an
appointment letter with the Company for a specific term of one year.
They are subject to retirement by rotation and re-election at the annual
general meeting of the Company (the “AGM") at least once every three
years in accordance with the articles of association of the Company.

THE BOARD COMMITTEES

In accordance with the CG Code, the Board established three board
committees, namely the Remuneration Committee, Nomination
Ccommittee and Audit Committee for overseeing particular aspects
of the Company’s affairs. All board committees of the Company are
established with defined written terms of reference. The terms of
reference of the board committees are posted on the GEM website of
the Stock Exchange and the Company’s website.

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

Remuneration Committee

The Company has established the Remuneration Committee with
written terms of reference in compliance with the CG Code. The
Remuneration Committee comprises three independent non-executive
Directors, namely Ms. Wong Na Na (committee chairman), Mr. Wang
Zhixiang and Ms. Feng Jibei.

The Remuneration Committee is mainly responsible for (i) making
recommendation to the Board on policies and structure for all
remuneration of Directors and senior management and on the
establishment of a formal and transparent procedure for developing
policy on such remuneration; (ii) determining the remuneration
packages of individual executive Directors and senior management;
and (iii) making recommendations to the Board on the remuneration of
non-executive Directors.
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The Remuneration Committee held four meetings during the Year
and reviewed the remuneration policy of the Company, assessed the
performance of the executive Directors and senior management and
recommended specific remuneration packages of the Directors and
senior management to the Board. The attendance of each member
during the Year is set out below:

RAFE HFHEZEEBRITHRERLMA AR
BIZHBER FHERITEERSREREZRR
UEMESERERRET LM EEBZ TS
7B e NREFE SR B Z B FRBESII T

Number of
meetings
attended

Members RE HEEBRE
Ms. Wong Na Na — Chairman RIS 2z =~ /E 4/4
Mr. Wang Zhixiang FEHEE 4/4
Ms. Feng Jibei B+

(@ppointed on 16 August 2016) (RZF—ANFNNAF+NNAEZ(F) 4/4
Mr. Yan Shengxian BEBLE

(resigned with effect from 16 August 2016) (RZFE—NFNA+NHEEF) a/4

Nomination Committee

The Company has established the Nomination Committee with
written terms of reference in compliance with the CG Code. On
29 August 2013, the Board resolved the board diversity policy (the
“Board Diversity Policy”) to be adopted by the Nomination Committee.
The Board Diversity Policy sets out the approach to diversity on the
Board. In reviewing and assessing the composition of the Board, the
Nomination Committee will consider the benefits of all aspects of
diversity, which would include but not limited to gender, age, cultural
and educational background, ethnicity, professional experience, skills,
knowledge and length of service.

During the year under review, the Nomination Committee had
reviewed the structure, size, composition and diversity of the Board
and determined the policy for the nomination of Directors.

The Nomination Committee comprises three independent
non-executive Directors, namely Ms. Wong Na Na (committee
chairman), Mr. Wang Zhixiang and Ms. Feng Jibei.

The principal responsibilities of the Nomination Committee include
(i) formulating nomination policy, (i) making recommendations
to the Board on nomination and appointment of Directors and
Board succession, developing selection procedures for nomination
candidates, (iii) reviewing the size, structure, composition and diversity
of the Board, (iv) assessing the independence of independent non-
executive Directors and (v) review the Board Diversity Policy and the
measurable objectives that the Board has set for implementing the
Board Diversity Policy.

26 Silk Road Energy Services Group Limited
#HIKEEIR R E BB R AR

REEEE
ARREKRIIEEZES YREEEEARTRE
HATEBESE R T—=F\A-thHB &
CRRARALZBEERMNEFTENEZTTIOBE
([EEEXEZTIEHEK])  EFEXNEZTTILK
REINEZRZH2TE- RRILFEESES
HKE AR BERERETASHRICEBR 2 &
BEETIRAMES Fik ERBEER Bk
BEEER e MBMREERTE -

REBFEFAN - RAZESCEHESTFEZIRE R
AR SR A ETIRBRESTZHK

REZBEH=-RBIIFATESMAK BV
AL (ZEEXE) EEHasEMB#ELL-

REZEENIEREEROBITRABE (IE
ENRARZINREFTSET HERBKEAD
BERFAEFSRLEBES (IEHEEEW
MR 2B AR R (VB IFRTES
MBERVRNESEXEZTIERRARESTS
BT BRI R A FT B B iR



Corporate Governance Report
EXEIOWRS

The Nomination Committee held two meetings during the Year and
made recommendations to the Board on the appointment of directors
and reviewed the structure, size and composition of the Board. The
attendance of each member during the Year is set out below:

RAFER RAZBEERRTMAGH UNZIEE
FREFSRIEBES MEHEFENRE R
R AR - AFE BB Z HERBENT

Number of
meetings
attended

Members RE HESBXH
Ms. Wong Na Na — Chairman T2+ — £ 2/2
Mr. Wang Zhixiang FREFLEE 2/2
Ms. Feng Jibei IS+

(@ppointed on 16 August 2016) (R=ZF—NFNA+NNHEZ) 1/1
Mr. Yan Shengxian BRAEE LA

(resigned with effect from 16 August 2016) (RZFE—ANEFENAAFNHEHF) 11

Audit Committee

The Company has established the Audit Committee with written terms
of reference in compliance with the CG Code. The Audit Committee
comprises three independent non-executive Directors, namely Ms.
wong Na Na (committee chairman), Mr. Wang Zhixiang and Ms. Feng
Jibei.

The primary duties of the Audit Committee are to (i) review the
Company’s annual report and accounts, interim reports and quarterly
reports, (i) provide advice and comments thereon to the Board and (iii)
review and supervise the Group's financial reporting, internal control
procedures and risk management systems.

The Audit Committee held five meetings during the Year. Two of the
meetings was attended by the Company’s external auditors so that
the members of the Audit Committee could exchange their views and
concerns with the auditors.

The Audit Committee reviewed the Group’s quarterly reports for
the three months and nine months ended 30 September 2016
and 31 March 2017 respectively, interim report for the six months
ended 31 December 2016 and the Group's audited annual results
for the year ended 30 June 2017. The Audit Committee also made
recommendations to the Board and the management in respect of the
Group's financial reporting and internal control procedures.
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The attendance of each member during the Year is set out below:

REREKE 2 HERBEINAT :

Number of
meetings
attended

Members RE HESEIH
Ms. Wong Na Na — Chairman TRz =~ /E 4/4
Mr. Wang Zhixiang FREFLEE 4/4
Ms. Feng Jibei IS+

(@ppointed on 16 August 2016) (R=ZF—NFNAF+NNAEZT) 4/4
Mr. Yan Shengxian BB A

(resigned with effect from 16 August 2016) (RZZF—NFNA+NHEFE) 0/0

DIRECTORS’ APPOINTMENT AND RE-ELECTION

The Company has established the Nomination Committee in 29 March
2012. Any nomination of directors will be reviewed and assessed
by Nomination Committee for his suitability on the basis of the
background, experience, professional skill, nature of existing positions
held, ability to commit time and effort to carry out his duties and
responsibilities effectively and the diversity of the Board. Suitable
candidates will be recommended by Nomination Committee to the
Board for consideration of appointment. Pursuant to the bye-laws of
the Company, any Director appointed to fill vacancy shall hold office
until the next following general meeting or AGM of the Company and
shall then be eligible for re-election at that meeting, and every Director
is subject to retirement by rotation at least once every three years and
shall be eligible for re-election at such AGM.

Any further re-appointment of an independent non-executive Director,
who has served the Board for more than nine years, will be subject
to a separate resolution to be approved by the Shareholders. Up to
the report date, no independent non-executive Director had been
appointed by the Company for over nine years.

In order to enable the shareholders making an informed decision on
the re-election of Directors, the biographical details demonstrating
qualifications, experience, expertise, leadership and other directorships
held in listed companies of the retiring Directors were set out in the
circular which was dispatched to the Shareholders accompanied with
annual report 2016.
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Corporate Governance Report
EXEIOWRS

REMUNERATION OF THE AUDITORS

The auditor, SHINEWING (HK) CPA Limited, provide statutory audit
services to the Group. For the Year, fee for statutory audit for the Group
amounts to HK$1,280,000.

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the
consolidated financial statements of the Group which give a true
and fair view of the state of affairs of the Group and of the profit and
cash flows for the Year. The Directors have prepared the consolidated
financial statements on a going concern basis, and have selected
appropriate accounting policies and applied them consistently, with
applicable disclosures required under the GEM Listing Rules and
pursuant to the relevant statutory requirements.

The statement issued by the auditor of the Company, SHINEWING (HK)
CPA Limited, regarding their reporting responsibilities is set out in the
section headed “Independent Auditor's Report” on pages 68 to 77 of
this annual report.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for maintaining sound and effective risk
management and internal control systems for the Group to safeguard
its assets and shareholders’ interests.

The Board has delegated its responsibilities (with relevant authorities)
of risk management and internal control to the Audit Committee and
the management would assist the Audit Committee to carry out the
risk management procedures. The Audit Committee oversees the
management in the design, implementation and monitoring of the risk
management and internal control systems for the year ended 30 June
2017. A Risk Management Policy is prepared for formalizing the risk
management of the Group and the risk management process of the
Group will involve, among others, (i) a periodic risk identification and
analysis exercise which involves assessment of the consequence and
likelihood of risks and the development of risk management plans for
mitigating such risks; and (i) an annual risk management meeting for
the review of the identified risks, the relevant implementation of the
risk management plans and enhancing the implementation plan when
necessary.
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Process Used to Identify, Evaluate and Manage Significant
Risks

As a routine procedure and part of the risk management and internal
control systems, Executive Directors and the senior management
would meet continuously to review the financial and operating
performance of each segment. The senior management of the key
operating subsidiaries is also required to keep Executive Directors
informed of material developments of the department’s business and
implementation of the strategies and policies set by the Board on a
regular basis. The processes used to identify, evaluate and manage
significant risks by the Group are summarized as follows:

Risk Identification

. Identifies risks that may potentially affect the Group’s business
and operations.

Risk Assessment

o Assesses the risks identified by using the assessment criteria

developed by the management; and

o Considers the impact on the business and the likelihood of their
occurrence.

Risk Response
o Prioritises the risks by comparing the results of the risk

assessment; and

o Determines the risk management strategies and internal control
processes to prevent, avoid or mitigate the risks.

Risk Monitoring and Reporting

o Performs ongoing and periodic monitoring of the risk and
ensures that appropriate internal control processes are in place;

o Revises the risk management strategies and internal control
processes in case of any significant change of situation; and

o Reports the results of risk monitoring to the management and
the Board regularly.
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The Group does not have its internal audit department. Instead, the
Group has engaged an independent professional adviser (the “Internal
Control Adviser”) to conduct the annual review of the effectiveness of
the risk management and internal control systems for the year ended
30 June 2017. Such review is conducted annually. Internal Control
Adviser has reported major findings and areas for improvement to the
Audit Committee. All recommendations from Internal Control Adviser
would be followed up closely to ensure that they are implemented
within a reasonable period of time. The Group therefore considered
that the Group's risk management and internal control processes are
adequate to meet the needs of the Company in its current business
environment and that nothing has come to its attention to cause the
Board to believe the Group’s risk management and internal control
systems are inadequate. Besides, the Group continues to review the
need for an internal audit function annually.

INFORMATION DISCLOSURE POLICY

To ensure timely, fair, accurate and complete disclosure of inside
information and for compliance with the applicable laws and
regulations, the Group has in place, as an internal control element,
a serious of disclosure procedures of price sensitive information on
reporting and dissemination of inside information and preservation
of confidentiality. Under the current practice, the directors aware any
potential/suspected inside information event as soon as practicable
when it materializes for determining the nature of developments, and
if required, making disclosure. All staff are also required to observe the
code of ethical standards to keep non-public information confidential.

COMMUNICATION WITH SHAREHOLDERS

The Company provides shareholders with high standards of
disclosure and financial transparency in a timely manner through the
publication of quarterly, interim and annual reports, announcements
and circulars on the GEM website of the Stock Exchange. Such
published documents together with the corporate information
of the Company are also available on the Company’s website
(http://www.silkroadenergy.com.hk).

During the Year, separate resolutions were proposed at the general
meetings of the Company for each substantial issue, including the re-
election of Directors.

The chairman of the meeting explained the procedures for conducting
a poll at the beginning of each general meeting of the Company held
during the Year. The results of the poll were published on the websites
of the Stock Exchange and the Company respectively.

The Directors are pleased to present their report and the audited
consolidated financial statements of the Company for the Year.
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ABOUT THE GROUP

The Group is a company listed on the GEM of the Hong Kong Stock
Exchange and the only Hong Kong listing company whose principal
business is fluorite processing and trading, trading of other mineral
products, provision of heating service, provision of mine construction
engineering, mechanical equipment installation and coal production
and related technical services. The Group is a major supplier in the
Inner Mongolia Autonomous Region of the PRC that provides mine
construction engineering, mechanical equipment installation and coal
production and related technical services. As mentioned above, this
report focuses on the coal mining services, which is mainly provided
by Ordos City Tai Pu Mining Engineering Company Limited (238 % Hy
MEEREETIEABREMLAR, "Tai Pu”), a subsidiary of the Group in
Inner Mongolia Autonomous Region, the PRC.

Established in 2007, Tai Pu has been developed from a company
only with one coal mine into a modern company that leads in
the coal industry in Ordos with six coal mines. Employees of Tai
Pu will accelerate the industrialization process as expected to
build the company into another powerful enterprise in the coal
production industry in the PRC. Tai Pu is a newly emerging force of
mine construction and coal production in the Ordos area and the
only medium-sized coal enterprise in Ordos City with second-level
qualification in coal production, drivage and mine development. The
company mainly embarks on coal production, drivage and mine
development and has, at the same time, built an electrical and
mechanical maintenance company with an area of 10,000 square
meters which is capable of machining and maintenance of large-
scale mining equipment and high-power electrical equipment and can
provide maintenance of mine electrical and mechanical equipment in
mines and processing of their components in a timely manner.
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Environmental, Social and Governance Report

IRIR - TS REBHS

ABOUT THIS REPORT

This is the first Environmental, Social and Governance Report (the
“Report”) of Silk Road Energy Services Group Limited (the “Group”)/
("We") that summarizes and reports on our sustainable development
practice in 2016/17 covering the period from 1 July 2016 to 30 June
2017 (the “Relevant Period”). Unless otherwise stated, this report
covers the main reportable operating segment of the Group in the
PRC, namely, provision of coal mining services and operation of
related equipment. Since the Group has just entered the heating
market in China and the new business is still at the early stage,
which accounts for about 2% of the turnover of the Group; this
Report would not cover the heating business for this year. As Tai Pu
is a company that provides coal mining services, we are principally
engaged in the provision of mining services such as coal production,
drivage and mine development for coal mine owners. The coal mine
owners are responsible for the electricity, water, fuel and other
energy consumption and emissions in coal mining, as we do not own
such coal mines. Nevertheless, we still attach great importance to
environmental protection during our operation to reduce our influence
on environment.

Through this report, we hope to communicate with stakeholders
about environmental, social and governance issues effectively so as
to improve our sustainable development management system and
practice sustainable development. During the preparation of this
report, we have made relevant disclosures in accordance with the
Appendix 20 Environmental, Social and Governance Reporting Guide
set out in the Exchange Listing Rules issued by Hong Kong Exchanges
and Clearing Limited (“HKEX"). Such disclosures include the concepts
and practices of Tai Pu in respect of sustainable development and
their outcomes during the Relevant Period as well as its performance
as indicated by major sustainable development indicators. Details
of corporate governance are stated separately in the “Corporate
Governance Report” section of the annual report.

We value and are looking forward to your advices on the sustainable
development performance of the Group. Please email your advice to
info@silkroadenergy.com.hk.
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I and

FUTURE PROSPECTS

Looking forward, we will continuously strive to provide the most
efficient coal mining services with the highest quality, with an
aim to “become a leading coal mining service provider in China”.
Moreover, we will actively build the Company into a resource-saving
and environment-friendly enterprise and facilitate green production,
including improving the sewage treatment and solid waste treatment
as well as providing environmental training, in order to enhance the
environmental awareness of all staffs and ensure that damage to the
environment can be further minimized. In addition, we will give top
priority to the employee’s occupational health and safety and spare
no effort in eliminating the hazards that cause work accidents by
constantly improving our prevailing safety measures. We will vigorously
improve our environmental, social and corporate governance practice
in our daily operation and production to protect the interests of
shareholders and other stakeholders. Apart from pursuing steady
development of the Company, we will also contribute to environmental
improvement and social harmony with a view to fulfill our corporate
social responsibility.

COMMUNICATION WITH STAKEHOLDERS

Our business would not have maintained stable development over
the years without the support and trust of the stakeholders. Our
key stakeholders are those highly affected by the Group or having
influence on the Group'’s business, including our customers, suppliers,
employees, business partners, government authorities, shareholders
and investors, etc. For the purpose of developing more appropriate
and accurate business strategies, we believe that communicating
with stakeholders is one of the indispensable elements. On the other
hand, continuous communication can also enhance our risk forecast
and the stability of our business development. In daily operations, we
communicate with stakeholders through formal and informal channels.
We collect information through different channels of communication
and make disclosure in this report.
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OUR SUSTAINABLE DEVELOPMENT POLICIES

Facing challenging market conditions, the Group will keep expanding
our coal mining services, initiatively adapt to the new normal of
economic growth and seize development opportunities in the complex
and tough market environment. Also, we will actively comply with
national policies, give full play to our operating advantages and
continually improve our management capability to achieve sustainable
development.

GREEN OPERATION

With the rapid development of the PRC economy, demand for energy is
expected to keep increasing. The PRC has become a major greenhouse
gas emission country in the world and is under great pressure from
home and abroad in respect of solving the problem of climate change
and polluted gas emissions reduction, etc. It has become one of the
parities to the United Nations Framework Convention on Climate
Change before and made a commitment to reduce its emissions. In
addition to climate change, consumable resources such as electricity
are limited in the country, and water shortage is likely to further
intensify, which makes green and low-carbon development and
environmental protection important. Furthermore, we will continue to
consider adopting more appropriate and green business models in our
business given that the operation mode of mines and the procedures
involved may have an impact on the geology, vegetation and the
ecological environment.

As mentioned above, Tai Pu is a company that provides coal mining
services, and we are principally engaged in the provision of mining
services such as coal production, drivage and mine development for
coal mine owners. Therefore, the coal mine owners are responsible
for the electricity, water, fuel and other energy consumption and
emissions in coal mining, as we do not own such coal mines. However,
when conducting its coal mining service business, the Group certainly
will abide by the Mineral Resource Law of the People’'s Republic
of China ( (P ZE AR KX MBI EE JR/E) ), Land Management
Law of the People’s Republic of China ( {(FZE AR KAFE L1 E
%) ), Environmental Protection Law of the People’s Republic of
China ( (RZEARLMEIRF(RFEE) ) and other relevant laws
and regulations enacted by the PRC and comply with all environmental
protection regulations binding on the coal mine owners. To the
best knowledge of the Directors, the Group was not subject to any
significant administrative sanctions or penalties for any breach of
environmental laws or regulations during the Relevant Period.
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Coal mine owners are liable for substantially all energy consumption
in the business operated by Tai Pu in Inner Mongolia except for the
automotive fuel consumption, as the Group is not the owner of
the mines. However, the Group is still committed to reinforcing the
corporate philosophy that advocates resource saving, reduction
of waste emissions and protection of the ecological environment
of all staffs. We will promote the sustainable development of the
Company unremittingly with energy-saving and emission reduction
incentive policies and specific measures, to achieve efficient use and
conservation of resources, protect environment in compliance of laws
and regulations, and improve the environment of factory areas in
mines.

Simultaneously, we will also consider introducing energy-saving
measures in the use and management of equipment such as regular
inspection on their use and maintenance records, to ensure that
they function normally and to enhance the efficiency of energy
consumption.

LOW-CARBON OFFICE AND GREEN LIFE

Greenhouse gas refers to a type of gas in the atmosphere that causes
the greenhouse effect. Our greenhouse gas emission is mainly
generated from the electricity consumption and automotive fuel
consumption. The usage of electricity is for maintaining daily office
operations including lighting and use of office equipment, while the
automotive fuel is mainly used for daily administrative purposes.
Though the energy costs are not borne by the Group, we still endeavor
to further promote environmental protection and energy conservation.
We actively advocate the low-carbon concept and encourage
employees to adopt a low carbon lifestyle to reduce the negative
impact on the environment through saving each watt of electricity,
each piece of paper and each drop of water. The following are the low-
carbon measures adopted in our daily office operations:
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Reducing power consumption

Use sensor-controlled lights in some offices

Make full use of natural light and wind to reduce the usage of
lights and air-conditioners

Set the air-conditioning temperature at 25°C in summer and 18°C
in winter, and ensure the air-conditioners automatically turned off
after work

Adjust the computer screen brightness at 50%-75%, and preset
the monitor to turn off automatically when it is left idle for ten
minutes

Switch off unnecessary electronic devices or lamps while not in
use

Reducing paper consumption

Employees bring their own cups to avoid using disposable paper
cups

Encourage employees to dry hands with handkerchief to reduce
paper consumption

Strive to be a paperless office as much as possible to avoid
wastage of office consumables

Provide recycling bins to collect single-sided paper for reusing

Reducing water consumption

Employees must make sure to turn off the relevant water
equipment after usage to prevent waste

Check the water equipment carefully to avoid water dripping or
leakage, and repair immediately once any abnormality is found,
to reduce waste of water

Reuse and recycling

Reuse office supplies such as envelopes, file folders, paper bags
and choose replaceable stationeries

Entrust a professional environmental protection company to
recycle scrap paper regularly
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IMPACT ON THE ENVIRONMENT

As a mining company, we cannot conduct direct supervision on the
coal mining environment since we have no ownership of coal mines.
However, emissions of pollutants such as noise, sewage and solid
waste are inevitable during our mining of natural resources as a
coal mining services provider. Nevertheless, we provide training to
employees regarding the proper operating procedures and implement
proper noise control measures to minimize our impact on the
environment in pursuit of sustainable development.

OUR PEOPLE

We are committed to providing a positive work environment that
encourages collaboration and offers our employees opportunities to
learn, grow and succeed at work and in life. We seek and welcome
high-caliber talents with good experience and knowledge to join us.
As an employer adhering to the principle of fairness, we do not take
into account of the age (no recruitment of minors under the age of 16),
nationality, race, religion, sexual orientation, marital status, pregnancy,
disability, etc. during the recruitment and promotion of employees. All
employees in the PRC are entitled to an employment contract at the
start of their employment. The Group’s employment, resignation and
dismissal policies adhere to the requirements of the Labor Law of the
People’s Republic of China ( (#r#E AR EFME L E)%) ), the Labor
Contract Law of the People’s Republic of China ( (% A R B4
gA&RDE) ) and our Employee Handbook.

The Company has formulated an Employee Handbook and human
resources management policy, which contains information regarding
employment management, rights on termination, social security funds,
compensation, employee benefits, leave benefits and other policies to
safeguard the rights and interests of our people.

The PRC laws and regulations relevant to employment that have
significant impact on the Group include the Labor Law of the
People’s Republic of China ( (FZE AR EME & B) %) ) and the
Implementation Regulations of the Labor Contract Law of the People’s
Republic of China ( (P ZEAR KL EE REEHEEH) ). To
the best knowledge of the Directors, the Group was not subject to
any significant administrative sanctions or penalties for any breach of
employment laws or regulations during the Relevant Period.
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Employee benefits

The Group provides competitive remuneration packages to its
employees, encouraging them to be fully dedicated to their work and
to leverage their capabilities in serving its customers. We provide
employees with favorable welfare, which is an important factor for
maintaining our sustainable development. In addition to the basic
annual leave, our employees are also entitled to marriage leave, funeral
leave, maternity leave, work-related injury leave and breastfeeding
leave, etc.

Our employees in China participate in various employee benefit plans,
including pension, work-related injury, medical care, unemployment
and maternity insurance. Generally, the labor contract specifies
the responsibilities, remuneration and reasons for termination
of employment of the employee. Remuneration of our full-time
employees in China usually includes basic salary, position salary,
seniority pay, and other allowances or subsidies. The remuneration
package of our employees is determined by the management or the
Remuneration Committee of the Company based on the employees’
performance and experience. To ensure our remuneration structure is
fair and competitive, we will review the remuneration annually.

Working Hours and Rest Periods

As a mining service provider, Tai Pu may be required to provide 24-
hour mining services in rotation. As a result, our employees would
need to work laboriously. We provide overtime pay and additional
compensation for employees working during out-of-office hours. To
the best knowledge of the Directors, the Group was not subject to any
significant administrative sanctions or penalties for any breach of any
relevant employment regulations in the arrangement of working hours
and rest periods during the Relevant Period.
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Labor Standards

As for preventing child labor or forced labor, the Group is committed
to be compliance with the relevant laws and regulations including the
Labor Law of the People’s Republic of China ( (& A R A E 4
&)%) ) and the Implementation Regulations of the Labor Contract
Law of the People’s Republic of China ( {h#E A RHEFE A HHE
[F%) ) as mentioned above. All companies under the Group have
specialized human resources management departments to manage
their employees in a professional manner when such employees are
recruited and employed, so as to ensure there is no child nor forced
labor in the Group's operation. To the best knowledge of the Directors,
the Group was not subject to any significant administrative sanctions
or penalties for any breach of regulations on preventing child or forced
labor during the Relevant Period.

HEALTH AND SAFETY

As a mining service provider, it is our priority to provide a safe working
environment for employees. Tai Pu is devoted to establishing a
comprehensive safe production system so as to be in compliance with
the safety policies of the mine owner and to lay a solid foundation for
protection of the employees’ safety.

The Group is committed to be compliance with the relevant laws
and regulations including the Law of the People’s Republic of China
on Prevention and Control of Occupational Diseases ( (fF#E AR
HAMBE BB AA) ), Measures on the Administration and
Supervision on Occupational Hygiene of Workplace (Decree No. 47 of
State Administration of Work Safety (the “SAWS") ( { T{E#%5 AL %
BEEBEERERE) (AIREL2EERBSHEL79) ), Measures for
the Declaration of Projects with Occupational Hazards (SAWS Decree
No. 48) ( (B X mAEEHEE AWmILE) (BREL2EEHLR<FE48
§%) ), Measures for the Supervision and Administration of Employers'’
Occupational Health Surveillance (SAWS Decree No. 49) ( (B A E
UBERREELEEEEINE) (ARZ2ETLRSEN) ),
Interim Measures for Supervision and Administration of the “Three
Simultaneities” for Occupational Health at Construction Projects (SAWS
Decree No. 51) ( GERIBEBXEE =R EEEEEITIVE)
(ARL2EE®HSES15) ) and the national standard Technical
Specifications for Occupational Health Surveillance (GBZ188-2007)
( (BREEfEREESERITRE) (GBZ188-2007)) . To the best knowledge
of the Directors, the Group was not subject to any significant
administrative sanctions or penalties for any breach of regulations on
safety during the Relevant Period.
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Indicator-driven Safety Management System

As for safe production, we have converted our targets into the
following four indicators as standards for year-end assessment:

—

)

Promptly identify and assess the danger sources, and effectively
control or eliminate the primary and secondary source of danger;

Ensure 100% of special workers are qualified with relevant
certificates,

Achieve a zero fatal accident rate and effectively control the
occurrence of production accidents above Level II;

Complete the annual plan on investment in safety technology
measures.

To achieve the above indicators, Tai Pu has made the following
measures or commitments:

Adequate expenditure on maintenance and purchase of the
equipment and safety protection system required for safe coal
mining

Adequate expenditure on the ventilation, dustproof, fire-
fighting, gas, safety inspection, and monitoring system facilities,
instruments and meters

Adequate expenditure on purchase and maintenance of various
protective screens, protective fences, self-rescuers and gas
masks

Expenditure on the upgrading of safety equipment as approved
by the Company

Other necessary safety-related investments

The Safe Production Department shall review the work items of
each project management division on a monthly basis, review all
the projects semi-annually, and conduct a final assessment on
the projects that have been completed and handed over at the
year end.
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o Conduct safe production inspection on a monthly basis

] The Safe Production Department shall conduct regular follow-
up reviews. For repeatedly non-compliance or violations not
completely rectified, penalties will be imposed on the responsible
units and persons

o The dedicated safety inspector shall inspect the construction
site from time to time to offer on-site guidance on the hidden
hazards and non-standard operations. For persons who give
instructions in violation of regulations, work against rules or
violate the labor discipline, the safety inspector shall make
criticism, advice on correction, warnings or severe warnings and
impose economic penalties in case of severe circumstances.

. Hold regular safety meeting on a weekly basis for updating safety
knowledge, reviewing safety performance of the past week and
arrangement of safe production tasks for the next week. The
meeting shall be attended by the team leaders, group leaders,
safety inspectors, blasters and engineering and technical staff.

Regular Safety Review

To strengthen our safety management over each project department
and have full understanding of the information regarding safe
production of each project, on the sixth day of each month, Tai Pu
convenes a monthly routine meeting on safe production presided by
the general manager or deputy general manager entrusted, in which
the heads of each department and office and general managers of
each project department i) discuss guidelines, policies, performance
assessment and other aspects on safe production; ii) discuss existing
problems and solutions; iii) analyze the accidents that have happened,
discuss the punishment on the persons responsible for the accidents
and serious violators of rules and regulations, learn lessons from the
accidents and formulate preventive measures, etc. Measures for safe
production are continuously and effectively improved through monthly
safety management meetings.

As for the technologies for safe production, Tai Pu also holds monthly
routine meeting on the technologies for safe production, in which
the general manager, deputy general managers, heads of each
department, project managers, excavation, electromechanical and
ventilation engineers, assistant engineers and team heads, team
technicians and others of each project department, discuss existing
problems on production technologies and related solutions and
exchange views on technical innovations, reforms and inventions
of each project department. Safety problems can be solved via
production technologies through concerted efforts of each project
department.
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Screening System for Major Accidents and Hidden Dangers

Major accidents and hidden dangers refer to accidents and hidden
dangers resulting from the unsafe status of the environment,
equipment and facilities in workplaces, unsafe behaviors of employees
and unsafe defects in management, which may cause more than
3 (inclusive) deaths or a direct economic loss of more than RMB1
million at one time. To implement the guideline of “safety first and
prevention utmost”, strengthen management in screening, rectifying
and supervising major accidents and hidden dangers and prevent
the occurrence of major accidents, on the basis of daily safety
inspection, we organize monthly screening work for major accidents
and hidden dangers and deliver the report to the Safe Production
Department before the fourth day of the following month after the
report is evaluated by corresponding organizations. Any major hidden
dangers must be reported on a monthly basis until the completion of
rectifications.

Emergency Rescue Plans for Accidents

Based on the Production Safety Law of the People’s Republic of
China (Order No.70 in 2002 of the President of the People’s Republic
of China) ((RFEARZEMEZ2EERE) (BIREFS2002F F70
%)), Emergency Management Document for the Production Safety
of Coal Mines (2005-2014) ( (/&% & 4 & e &5 18 XX fF) (2005-
2014)) , ldentification of Major Hazard Sources ( €& K&K ¥t
#) ) (GB 18218-2000), Coal Mine Safety Rules ( (IEZ 2 8TE) )
(2012 Version) and other laws and regulations, we have formulated
emergency rescue plans for accidents so that we can initiate response
plans in a real time in case of the occurrence of sudden, dangerous
and catastrophic accidents to minimize losses. In our emergency
rescue plans for accidents, we have formulated emergency rescue
plans for accidents of all kinds. We have also set up organizations
for emergency rescue, trained rescue teams and prepared adequate
materials for relief of disasters so that the prescribed plans can
be implemented in time to control accidents within a short time.
It is an effective way to respond to sudden accidents to prepare
an established emergency plan for accidents, since the prompt
intervention by organizations implementing plans at the early stage or
even the pre-warning stage can contribute to control the escalation
of accidents, or even if accidents have occurred, rescue work can
be carried out in an orderly way to minimize causalities and property
losses under the guidance of plans. With an established emergency
rescue plan for accidents, the company can better withstand accidents
and guide people to carry out relief work in a sober-minded way and
avoid panic, so as to alleviate accident consequences. To control the
occurrence of accidents and reduce losses caused by accidents, it
is provided in China’s laws that effective management measures
for major hazard sources shall be applied and governments at all
levels shall establish effective control systems for major hazard
sources. Therefore, emergency rescue plans for accidents are of great
significance to the control of major hazard sources.
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HUMAN RESOURCE TRAINING

With our expectations to grow hand in hand with our staff, we offer
career development opportunities to our staff. We prepare training
plans for staff annually. Our training plans can be classified into two
levels: company level and branch and project department level.
The former is the training targeting at all staff based on their work
performance, enabling them to fully understand each work procedure,
regulation, and relevant knowledge. Human Resource Department
prepares plans as required, and engages relevant professional
teachers to organize expertise training or organizes training courses
for relevant personnel. As for the training of branch and project
department level, departments prepare intra-departmental training
plans based on their own work performance and implement them.
Safe Production Department monitors and supervises the trainings of
each department based on their respective training plans to ensure the
implementation of intra-departmental trainings.

SUPPLY CHAIN MANAGEMENT

We will purchase equipment and raw materials from suppliers during
our operation process. To ensure our effective and high-quality
operation, we attach great importance to the quality of suppliers. We
will carry out review procedures for existing suppliers annually, with
review standards including product quality and certificates, delivery
speed, after-sales service, comments from users, to review existing
suppliers” compliance with the Company’s standards. Suppliers, once
identified as unqualified, will be blacklisted and classified into the list
of Unqualified Suppliers to ensure the quality of supply chains of the
Ccompany.

We have also formulated a complete set of acceptance procedures.
Purchase of both equipment and raw materials will be subject to
the prescribed acceptance procedures to ensure that all goods and
materials are free from quality problems. Any sub-standard goods will
be returned to suppliers.

PRODUCT RESPONSIBILITY

As a company providing mining services, we remain committed to
maintaining high-quality services and keeping the provision of high-
level services as our goal, even though we are not involved in any
health and safety problems of products during our production process,
and the product ownership is not owned by us.
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Privacy guarantee for clients

To protect clients” privacy, we have formulated the confidentiality
management policy, which clearly stipulates that all the staff shall
be obliged to keep the secrets of the Company confidential. When
cooperating with external parties, special attentions shall be paid
to avoid divulging the Company’s secrets, including but not limited
to clients’ information, business and technical secrets, and clients’
information we have collected are intended for designated purposes
only. To the best knowledge of the Directors, the Group has not
received any complaints about its violation of privacy norms or other
relevant misconducts during the Relevant Period.

ANTI-CORRUPTION

To keeping the Group’s commitments of maintaining the highest
standard of openness, honesty, and accountability in its operations,
we have formulated policies and ensured all the staff is acquainted
with them. Such policies include anti-malpractices management and
whistleblowing policy and measures for preventing malpractices.
The Group has provided a mechanism for anonymous reporting on
suspected corruption, bribery and malpractices and also established
related investigation procedures. To the best knowledge of the
Directors, the Group has not received any complaints about corruption,
bribery or other misconducts during the Relevant Period.

COMMUNITY CARE

The support and trust from all walks of society are indispensable to the
achievement of the objective of sustainable development. We always
remain grateful and committed to promoting social harmony and
conscientiously practicing social responsibilities. We strive to repay the
society and promote the improvement of the life of the general public
and the sound development of regional economy through actively
participating in the development of regional economy and utilizing the
strength of our Group.
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Subject Areas, Aspects, General Disclosures and KPIs
TEHE - BEH —REERBERENIEE
A. Environmental

R
Aspect A1 Emissions
EEA1 BEmk
General Disclosure
— R E

Information on:
BRAERMEEREHER MK RIS EEREEEEY
MELEN:

(@  the policies; and
BE: &

(b)  compliance with relevant laws and regulations that have a
significant impact on the issuer relating to air and greenhouse
gas emissions, discharges into water and land, and generation
of hazardous and non-hazardous waste.
BTHETABERZENEBERRBINER -

46 Silk Road Energy Services Group Limited
HIEBERIREEEBRA R

and Governance

Chapter
h=4:1]

As stated above, the Company only provides
coal mining services and doesn't have the
ownership of coal mines. Therefore, the owner
of coal mines shall be solely responsible
for the energy consumption and emissions
involved during the coal mining process, such
as electricity, water and fuel oil. Nevertheless,
the Company endeavors to protect
environment and carries out coal mining as
required by the owner of coal mines.
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For the measures adopted by the Company
in respect of environmental protection and
relevant details, please refer to:
HRARRRBERIEANREHENFHER &
206

- Green Operation
BeeE

- Low-carbon Office and Green Life
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- Impact on Environment
HREHNTE
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Subject Areas, Aspects, General Disclosures and KPIs
TEHRE EEH —RESEREREREE

A. Environmental

B
Aspect A1
EBmmA1
KPI A1.1
RS 4B IR 1R AT
KPI A1.2
RSB R IRAT.2
KPI A1.3
RSB BUHEIRA13
KPI A1.4
BB BB IRA1.4
KPIA1.5
BB B IR IRALS

KPI'A1.6

RS AR MR IRALG

Emissions
BE

The types of emissions and respective
emissions data.
PEg e $A R 4B A B R B -

Total greenhouse gas emissions and, where
appropriate, intensity.
BER/BBIHERER (MER)RE -

Total hazardous waste produced and, where
appropriate, intensity.
FTEEBEREMRER (WEB)BE -

Total non-hazardous waste produced and,
where appropriate, intensity.
FIEAREREENBRER (WER)RE -

Description of measures to mitigate
emissions and results achieved.
AU BE P B FE S FT1S AR

Description of how hazardous and non-
hazardous wastes are handled, reduction
initiatives and results achieved.
HMEEBEREEEEMN T RIKE
EEMNEENTERER-

Chapter
E=4-]

No relevant proposed disclosure would be
disclosed this year
RNEFETHRBEREHEER

No relevant proposed disclosure would be
disclosed this year
RNFEEEIHEBFBEER

No relevant proposed disclosure would be
disclosed this year
RERFETRBEEBAER

No relevant proposed disclosure would be
disclosed this year
REFETHRBEREHEER

No relevant proposed disclosure would be
disclosed this year
RNFEEEIHEBFBEER

No relevant proposed disclosure would be
disclosed this year

AEREIRBERBAEN

Page
B

N/A

N/A

i

N/A

Annual Report 2017 47
20174 =k



Subject Areas, Aspects, General Disclosures and KPIs
FEHE - EBEA —REERBREENIEE
A. Environmental

RiE
Aspect A2 Use of Resources
ETEA2 EREHA
General Disclosure
— R E

Policies on the efficient use of resources, including energy, water
and other raw materials.
BUFERER (BIEER KEREMEME) OB -

Note: Resources may be applied to production, storage, transportation, buildings and
electronic devices, etc.
. BRUARLEE -REF BB BF BETRES

48 Silk Road Energy Services Group Limited
HIEBERIREEEBRA R

Chapter
=4:1]

As stated above, the Company only provides
coal mining services and doesn't have the
ownership of coal mines. Therefore, the owner
of coal mines shall be solely responsible
for the energy consumption and emissions
involved during the coal mining process, such
as electricity, water and fuel oil. Nevertheless,
the Company endeavors to protect
environment and carries out coal mining as
required by the owner of coal mines.
AN £ XCFrEE - AR R R R EER R AR
B REWARAERBEBOREERE Bt P RE
RIERKBREREPHOE D K MBS HET
ERHRELENEOEEBEREEER
RIALE - AR BN IRERE KRR
BEERERK-

For the measures adopted by the Company
in respect of environmental protection and
relevant details, please refer to:
HRARBRIRRT EEERERFAER
20 :

- Green Operation
FEeiE

- Low-carbon Office and Green Life
B A - 4R

- Impact on Environment
HIRBWRE

Page
=R
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RIG-HB8NKREIGHRS

Subject Areas, Aspects, General Disclosures and KPIs
TEHRE EEH —RESEREREREE

A. Environmental
RiE

Aspect A2

ETA2

KPI A2.1

A5 B R 1R A2.1

KPI A2.2.

BB 4B U IRA2.2.

KPIA2.3

RA S AR IR 1R A2.3

KPIA2.4

AR WIRIZEA2.4

KPI'A2.5

RASR A IR IRA2.5

Use of Resources
ERER

Direct and/or indirect energy consumption
by type in total and intensity.
RENESHERER SHEREREFESE
R -

Water consumption in total and intensity.
BEKEREE

Description of energy use efficiency
initiatives and results achieved.
ot g R A e 5T B R TS A R

Description of whether there is any issue in
sourcing water that is fit for purpose, water
efficiency initiatives and results achieved.

i i K EGE KR L] B ERE - AREE
FHRKB T8I RFTBHRR

Packaging material used for finished
products in total and, where appropriate, per
unit produced.
HRMATAREMBNEER (ER)E
AEBAMAGE-

Chapter
=4

No relevant proposed disclosure would be
disclosed this year
RNEFETHRBEREHEER

No relevant proposed disclosure would be
disclosed this year

REEE N EEE@ER

No relevant proposed disclosure would be
disclosed this year

AEREIRBERBAEN

No relevant proposed disclosure would be
disclosed this year

RERFETRBEEBAER
No relevant proposed disclosure would be
disclosed this year

AEREIRBERBEEN

Page
B

N/A

N/A
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Subject Areas, Aspects, General Disclosures and KPIs

TEHE BEH —REERBEEENEEZ

A. Environmental
RiE

Aspect A3

EEA3

General Disclosure

—RBE

The Environment and Natural Resources
RERRXRER

Policies on minimizing the issuer’s significant impact on the
environment and natural resources.
BIRBEITAHIRBERAAERENERNZENBR -

KPI'A3.1

A S AR W 1R AS1

Description of the significant impacts of
activities on the environment and natural
resources and the actions taken to manage
them.

Hl E G EB IR IE R RAAERNERTY
ERERREREREENTE-

50 Silk Road Energy Services Group Limited
SR RIREEBEBRA R

Chapter
=4:1]

As stated above, the Company only provides
coal mining services and doesn't have the
ownership of coal mines. Therefore, the owner
of coal mines shall be solely responsible
for the energy consumption and emissions
involved during the coal mining process, such
as electricity, water and fuel oil. Nevertheless,
the Company endeavors to protect
environment and carries out coal mining as
required by the owner of coal mines.
AN £ XCFTEE - AA R R RREEER R AR
B REWARBERBEBOREERE Bt P RE
RIERKBREPHNEN K HESEEFTHEL
ERHERELENEOERBEREEER
RIALE - AR EUDBNIRERE KRR =
BEERERK-

For the measures adopted by the Company
in respect of environmental protection and
relevant details, please refer to:
HRARBNRIRRT EOERELFAER
20 :

- Green Operation
FEeE

- Low-carbon Office and Green Life
(IR 7% 7 /NS e =i

- Impact on Environment
HIRBWRE

No relevant proposed disclosure would be
disclosed this year

REEETEBEEBEN

Page
B

35-38
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Environmental, Social and Governance Report
RIG-HIBNKREGHRS

Subject Areas, Aspects, General Disclosures and KPIs
TEHR EEH —RESEREREREE

B.

Social
He

Employment and Labour Practices
BEREREIER

Aspect B1
fEEB1

Employment
EE

General Disclosure

—RFE

Information on:
EHRHFWLEE BEREF B BH FEHe 2T
b RIBE AR H S R EFa

@)

(0)

KPI B1.1

RASR 48 AR 1RB1.1

KPI B1.2

R 4B I 1RB1.2

the policies; and
1264

compliance with relevant laws and regulations that have a
significant impact on the issuer relating to compensation and
dismissal, recruitment and promotion, working hours, rest
periods, equal opportunity, diversity, anti-discrimination, and
other benefits and welfare.
BTHETABEAZENRBEERRRINER -

Total workforce by gender, employment
type, age group and geographical region.
MR EEED - FieER iR E 5 H
BERE-

Employee turnover rate by gender, age
group and geographical region.
LRI FEMA R R S 5 B EBmAK L

Chapter Page
E=4: 0] i
Our People 38-40
EMWET

No relevant proposed disclosure would be N/A
disclosed this year

KEEETNRBEREBER TEA
No relevant proposed disclosure would be N/A
disclosed this year

REFETHREREHEER T E A
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Subject Areas, Aspects, General Disclosures and KPIs
TEEHE EH —REBEREASEVNES
B. Social

HE
Employment and Labour Practices
EEREIER
Aspect B2
[EEB2

Health and Safety
REHEZE

General Disclosure

—MEE

Information on:
BRREZE2TIERERRERERPIBELEEMN:

(@ the policies; and
BR &

(b)  compliance with relevant laws and regulations that have
a significant impact on the issuer relating to providing a
safe working environment and protecting employees from
occupational hazards.
BPHBEITABERTYENBEBERRBRAINELR -

KPI B2.1 Number and rate of work-related fatalities.

AR E BUEIEBR2.1 ETIEBEMIETAAB KRR

KPI B2.2 Lost days due to work injury.

R IR B 1EB2.2 ETEEATIEEH-

KPI B2.3 Description of occupational health and
safety measures adopted, and how they are
implemented and monitored.

BRETUEIEB23 UMM B EEFRELT 2R LA

RITRERTTA-

52 SilkRoad Energy Services Group Limited
SR RIREEBEBRA R

Chapter Page
=4-i] B
Health and Safety 40-43

RERZZ

No relevant proposed disclosure would be N/A
disclosed this year
AERFETHRBEEBRER TEA
No relevant proposed disclosure would be N/A
disclosed this year
AEEETHEBRERER T E A
No relevant proposed disclosure would be N/A
disclosed this year

RERFETEEBBER TEM
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RIG-HIBNKREGHRS

Subject Areas, Aspects, General Disclosures and KPIs
TEHR EEH —RESEREREREE

B. Social
He

Employment and Labour Practices

EREREIER
Aspect B3
fEEB3

General Disclosure

—RFE

Development and Training
BRRIEI

Policies on improving employees’ knowledge and skills for
discharging duties at work. Description of training activities.
BRRAEERITIERE A H R REERBUR - i ZIIES

KPI B3.1

7 $ AE I 1R B3

KPI B3.2

RAdR 48 IR 1RB3.2

The percentage of employees trained by
gender and employee category.
BRI REBHEBSHNZIMEEB S

The average training hours completed
per employee by gender and employee
category.

R REEBERES  BEEETHKZI
EORS SN S

g
Jal3

Chapter Page
0] Hif
Human Resource Training 44
A5

No relevant proposed disclosure would be N/A
disclosed this year
REEETHBEREAER 35 A
No relevant proposed disclosure would be N/A
disclosed this year

AEREIRBERBAEN i@ A
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Subject Areas, Aspects, General Disclosures and KPIs
TEHE EH —REBERASEVNES
B. Social
HE
Employment and Labour Practices
BREZIER
Aspect B4 Labour Standards
[EEB4 2T XA

General Disclosure

—MEE

Information on:
BB IEET @64 TH:

(@ the policies; and
BE: &

(b)  compliance with relevant laws and regulations that have a
significant impact on the issuer relating to preventing child
and forced labour.
BTHBEITABERTENEBEERRAINEER -

KPI B4.1 Description of measures to review
employment practices to avoid child and
forced labour.

BSAERIEIEBAT Rl B EANEEARRE T KA
BT

KPI B4.2 Description of steps taken to eliminate such
practices when discovered.

RSB IEIRB4.2 i T 3 3R 32 $R I NS bR B B IS P AR
EREY 2 5%

54 SikRoad Energy Services Group Limited
HEEBERIRGEEBR AR

d Governance

Chapter Page
=6 =§:4
our People 40
RMWET

- Labour Standards
85 TR

No relevant proposed disclosure would be N/A
disclosed this year

REZETHRBEREBER TEA
No relevant proposed disclosure would be N/A

disclosed this year
REEE N FEEF@ER TE A



Environmental, Social and Governance Report

RG-S REBHS

Subject Areas, Aspects, General Disclosures and KPIs
TEHR EEH —RESEREREREE
B. Social
e
Operating Practices
EEEH
Aspect B5 Supply Chain Management
[EEB5 fHrEgEEE

General Disclosure

— R E

Policies on managing environmental and social risks of the supply
chain.
EIRHESE A IRIE Rk g BRI -

KPI B5.1 Number of suppliers by geographical region.
B H 48 B 1EB5.1 i@ B S EREE -

KPI B5.2 Description of practices relating to engaging
suppliers, number of suppliers where the
practices are being implemented, and how
they are implemented and monitored.

MRENIEIEBS2 Rl EHEREEREN  RERITER
EOIMHEREE URBEBINNTR

o
BLER gk

Chapter Page
E=4-] =R
Supply Chain Management 44
frEEEE

No relevant proposed disclosure would be N/A
disclosed this year
RFEEETHEFBER i A

No relevant proposed disclosure would be N/A
disclosed this year

AEREIRBERBEEN TNER
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Subject Areas, Aspects, General Disclosures and KPIs Chapter
TEHE BEH —REERBEEENEEZ =6
B. Social
HE
Operating Practices
EEEA
Aspect B6 Product Responsibility
[EHEB6 EmEE

General Disclosure Product Responsibility
—RIEE EmEE

Information on:
FHMRRERMBRENEREELE EBEY SE8ERILEEEUR
HRITER

(@ the policies; and
Bk &

(b)  compliance with relevant laws and regulations that have a
significant impact on the issuer relating to health and safety,
advertising, labelling and privacy matters relating to products
and services provided and methods of redress.
BTHBETABERAYENHEBERRRAINER -

Silk Road Energy Services Group Limited
KRG EEBR AR

Page
B

44-45
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Subject Areas, Aspects, General Disclosures and KPIs
TEHR EEH —RESEREREREE

B. Social

e
Operating Practices
EEEH
Aspect B6
[EHEB6

KPI B6.1

AR 48 A HE1RB6.1

KPI B6.2

FAdR 48 A IE1RB6 .2

KPIB6.3
FASEAE M 51586 3
KPI B6.4
RS AE M 515864

KPI B6.5

A AR W 1R B6.5

Product Responsibility
EmEE

Percentage of total products sold or shipped
subject to recalls for safety and health
reasons.
PESREXERASTRL S HERE
BimARWKEE DL -

Number of products and service related
complaints received and how they are dealt
with.

BEBNEMRREHIRFEE UARES
Tk

Description of practices relating to observing
and protecting intellectual property rights.
fat B RRIE A EE A R IE D

Description of quality assurance process
and recall procedures.
S 2R EBEREMEWIER -

Description of consumer data protection
and privacy policies, how they are
implemented and monitored.

HAUE B E ERHMRE RFLRBIE - A KRB
HMITRER A

Chapter
=4

No relevant proposed disclosure would be
disclosed this year

AEEETREEWER

No relevant proposed disclosure would be
disclosed this year

AEREITRBERBEEM

No relevant proposed disclosure would be
disclosed this year
REFETHRBEREHEER

No relevant proposed disclosure would be
disclosed this year
RNFEEE I HEFBEER

No relevant proposed disclosure would be
disclosed this year

AERETREEHEN

Page
B

N/A

N/A

N/A

i

N/A
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Subject Areas, Aspects, General Disclosures and KPIs
TEHE - BEH —REERBEEENEE
B. Social
HE
Operating Practices
EEE
Aspect B7 Anti-corruption
[E®B7 RES

General Disclosure

—MEE

Information on:
BN IEFERR - 8hZ - BRGF MO BERm -

(@ the policies; and
BR &

(b)  compliance with relevant laws and regulations that have a
significant impact on the issuer relating to preventing from
bribery, extortion, fraud and money laundering.
BTHBEITABERTENEBEERRAINEER -

KPI B7.1 Number of concluded legal cases regarding
corrupt practices brought against the issuer
or its employees during the reporting period
and the outcomes of the cases.

B 4B RUEIERT.1 RERAAHETASELEERHLEE
EMERFARTNHE RFALER-

KPI B7.2 Description of preventive measures and
whistleblowing procedures, and how they
are implemented and monitored.

FRAEMIEIER72 Wb RERER  URBERTR
BER Tk

58 Silk Road Energy Services Group Limited
SR RIREEEBR AR

d Governance

Chapter Page
=4 B
Anti-corruption 45
RES

No relevant proposed disclosure would be N/A
disclosed this year

RERETEEBRER TEM

No relevant proposed disclosure would be N/A
disclosed this year

RERENEEBRER TEM



Environmental, Social and Governance Report
RIG-MIB8NKREGHRS

Subject Areas, Aspects, General Disclosures and KPIs
TEHR EEH —RESEREREREE

B. Social
HE
Community
HE
Aspect B8
[ETEB8

General Disclosure

— R E

Policies on community engagement to understand the needs of the
communities where the issuer operates and to ensure its activities

Community Investment
HERE

take into consideration the communities” interests.

BN RS ERERLSEMEHREFTENRREXEEDEE

JEAE [ ) 25 BV BRR

KPI B8.1

A 5 45 I 1R B8

KPI B8.2

A i AR W HE 1RB8.2

Focus areas of contribution

HIERRE

Resources contributed to the focus area

EHEISBERBHHBER

Chapter Page
0] Hif
Community Care 45
HERIE

No relevant proposed disclosure would be N/A
disclosed this year
REEE T HEEE@ER TiE M

No relevant proposed disclosure would be N/A
disclosed this year
AFEEETHEFBER i A
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PRINCIPAL ACTIVITIES AND SEGMENTAL
ANALYSIS OF OPERATIONS

The Company is an investment holding Company. The activities of
its principal subsidiaries are set out in note 42 to the consolidated
financial statements. An analysis of the Group’s operations for the Year
by business activities is set out in note 7 to the consolidated financial
Statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the Year are set out in the consolidated
statement of profit or loss and other comprehensive income on page
80 of this annual report.

The Directors do not recommend the payment of a dividend for the
Year (2016: nil).
FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 220 of this annual
report.

SUBSIDIARIES

Details of acquisition of subsidiaries and disposal of subsidiaries during
the Year are set out in notes 37 and 39 to the consolidated financial
statements, respectively.

Details of the Company's principal subsidiaries as at 30 June 2017 are
set out in note 42 to the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group are set out in note 16 to the consolidated financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company during the
Year are set out in note 32 to the consolidated financial statements.

60 Silk Road Energy Services Group Limited
#HIKEEIR R E BB R AR

FTEXBRELEEBIEIM
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Report of the Directors
EFBHRS

PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE OR REDEMPTION OF
COMPANY'S LISTED SECURITIES

During the year ended 30 June 2017, the Company repurchased
4,200,000 ordinary shares of the Company on the Stock Exchange of
Hong Kong at the consideration of HK$0.42 million. The repurchased
shares were cancelled on 8 May 2017. Save as disclosed above,
neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the year.

RESERVES

Details of movements in the reserves of the Group and the Company
during the Year are set out in the consolidated statement of changes
in equity on page 83 to 85 of this annual report and in note 33 to the
financial statements, respectively.

DISTRIBUTABLE RESERVES OF THE COMPANY

As at 30 June 2017, the Company'’s reserves available for distribution
to its shareholders comprised the share premium and accumulated
losses which in aggregate amounts to HK$219.98 million (2016:
HK$366.98 million). Under the Companies Law (Revised) of the Cayman
Islands, the share premium of the Company is available for paying
distributions or dividends to its shareholders subject to the provisions
of its memorandum and articles of association and provided that
immediately following the payment of distributions or dividends, the
Company is able to pay its debts as they fall due in the ordinary course
of business. In accordance with the Company’s articles of association,
dividends shall be payable out of the profits or other reserves,
including the share premium account, of the Company.

BRBERE

ARABH A ERA RN AR B ML Z BUERE
B 7 2 B & A 030 £ 2SR A D AR R AEL fl A 3R
BRI 2 BRI 0B BB IR URE

BE HEIFEEARAFA LHES

REBE_Z—tFRNA=ZTHLEFE ARFAR
78 B 2 P B8 [@4,200,0000% A 2 R E B RE R
4200008 L - EBERMNHER —FT—+FHA/\H
A bR EXXREBEE N RAFE - AR E R EAEM
MBARGEEE LEXBRAQR ZEMLEH

o s
g °©

f##
REBEARBARFE 2 FHEEH ZFHBEDHER
AEIRELIESH LR A B B R K M 5 ek MY
533

KA T H AR A

RoE—+EXA=Z+H ARFAHIIEFRE
2 REBRERDRERZFEE & ££45219,980,000
7T (= — 7K 4F £ 366,980,000/ 7T ) - EHRFT 2 BY
ERENE (FIEE]) KRB & (B 1] 2k 3t
AR B9k T &I - N BETHRBER N &
HAINER AT SEBEZ DRI EEZLER
RIEREES BRSPS REINNH G5 BR
RARZEHERME BB EIEARRREF s E
s (BERGREER) P
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DIRECTORS

The Directors during the Year and up to the date of this annual report
are:

Executive Directors

Mr. Cai Da (Chairman)

Mr. Zhou, Francis Bingrong (Deputy Chairman)
Mr. Chen Youhua (Chief Executive Officer)

Mr. Hu Zhixiong

Mr. Li Wai Hung

Mr. Liu Baoyu

Independent Non-executive Directors:

Ms. Wong Na Na
Mr. Wang Zhixiang
Ms. Feng Jibei
(@ppointed on 16 August 2016)
Mr. Yan Shengxian
(resigned with effect from 16 August 2016)

The biographical details of the Directors as at the date of this annual
report are set out in the section headed “Profiles of Directors” on
pages 19 to 21 of this annual report.

EMOLUMENTS OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS

Details of emoluments of Directors and the five highest paid individuals
of the Group are set out in notes 13 and 14 to the consolidated
financial statements.

SERVICE CONTRACTS OF DIRECTORS

No Director has a service contract with the Company or any of
its subsidiaries which is not determinable by the Group within
one year without payment of compensation (other than statutory
compensation).

62 Silk Road Energy Services Group Limited
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Report of the Directors
EFEHRS

SUBSTANTIAL SHAREHOLDERS' INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2017, so far as is known to the Directors and the
Chief Executives, the interests and short positions of the persons or
corporations (other than the interests of the Directors and the Chief
Executives as disclosed below) in the shares and underlying shares of
the Company as recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO; or who was directly or
indirectly, to be interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances at
general meetings of the Company or any other members of the Group,
were as follows:

Long position in ordinary shares of HK$0.05 each of the
Company

Name of Shareholders Nature of interests

BRERERE A ERME

feR & A Beneficial owner

e &7 A EmEEA

159 Anti-Aging Health Group Ltd. (Note) Beneficial owner

159 Anti-Aging Health Group Ltd. (Kf&E) EmEAA

Huang Xinsong (Note) Held by controlled entity

= (HIE) HRIERERES
Beneficial owner
EmEAA

Note: 159 Anti-Aging Health Group Ltd. is a company incorporated in the British Virgin

Islands, which is wholly and beneficially owned by Mr. Huang Xinsong.

Save as disclosed above, as at 30 June 2017, no other person or
corporation (other than the Directors and the Chief Executives) has
interests or short positions in the shares or underlying shares of
the Company as recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO; or, who was directly or
indirectly, interested in 5% or more of the nominal value of any class
of share capital carrying rights to vote in all circumstances at general
meetings of the Company or any other members of the Group.

FERRRBRORMEEARG 2EERKXA

RZB—LFRA=Z1THE REFESRITHAER
FrEl TOA LT SORER AR R B & AR 17
BB REESF N BRI E3B6KRE BARRBIRE
GO FE 2B #a loX R (L XF#
BESMEMITBRABZERBIRIN)  REZNKMEE
BEWERNARAABI TERNRBRAEEE
AEMKBRRZBRAE LRE 2 EFERIRRA
E{ES%E A 2 e an T

RAEQRRAZREESBETZEBRZER

Approximate

Number of  percentage of
shares held shareholding
BERGHEE BABEREIL
607,200,000 8.86%
511,320,000 7.46%
511,320,000 7.46%
63,160,000 0.92%

M3t : 159 Anti-Aging Health Group Ltd. A S B % B R B e i ik
SZAR UHEFREELERERESR

B EXHRBEEN R_T—tFA=1+H HE
His ALEE (EZRSRITHRABRINRAR
Bz B AER D P B REE S KRR GRIIE
3B6IRE AR R BIREZ GO FTETF 2 B LR
BRI  RERXEERREAMTENTRME
BRATEARBRAREBEAHMKE AR ZRER
RE EREZ EMERIRAEES%HIA L2 -
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EBESRE

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2017, the interests and short positions of the Directors
and chief executives of the Company (the “Chief Executives”) in the
shares, underlying shares and debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong)
("SFO™) which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they were taken or
deemed to have under such provisions of the SFO) or which were
required, pursuant to Section 352 of the SFO, to be entered in the
register referred to therein; or which were required, pursuant to Rules
5.48 t0 5.67 of the GEM Listing Rules relating to securities transactions
by the Directors, to be notified to the Company and the Stock
Exchange, were as follows:

Long position in ordinary shares of HK$0.05 each of the
Company

Nature of interests
ERME

Name of Shareholders
BREEER

Beneficial owner
BEnEA A

Tai Pu Mining International Co., Ltd. (Note)
REBEHBFAR AR (ML)

Mr. Hu Zhixiong (Note)
P8R o S A (B EE)

Held by controlled entity
mERERES

Beneficial owner
BEonEA A

Note: Tai Pu Mining International Co., Ltd is a company incorporated in the British Virgin
Islands, which is wholly and beneficially owned by Mr. Hu Zhixiong.

Save as disclosed above, as at 30 June 2017, none of the Directors
and the Chief Executives had any other interests or short positions
in any shares, underlying shares or debentures of the Company or
its associated corporation (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they were taken or deemed to have
under such provisions of the SFO), or which were required, pursuant to
Section 352 of the SFO, to be entered in the register referred to therein,
or which were required, pursuant to Rules 5.48 to 5.67 of the GEM
Listing Rules relating to securities transactions by the Directors, to be
notified to the Company and the Stock Exchange.
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Report of the Directors
EFEHRS

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the section heading “Directors’” and Chief
Executive’s Interests and Short Positions in Shares, Underlying Shares
and Debentures” and “Share Option Scheme” in this report, at no time
during the Period was the Company or any of its subsidiaries, a party
to any arrangement to enable the Directors to acquire benefits by
means of the acquisition of shares in or debentures of the Company or
any other body corporate.

DIRECTORS’ AND CONTROLLING
SHAREHOLDERS' INTERESTS IN CONTRACTS

There were no contracts of significance in relation to the Company’s
business, to which the Company or any of the Company’s subsidiaries
was a party, subsisting at the end of the Year or at any time during
the Year, and in which a Director had, whether directly or indirectly, a
material interest, nor there were any other contracts of significance in
relation to the Company’s business between the Company or any of
the Company’s subsidiaries and a controlling shareholder or any of its
subsidiaries.

SHARE OPTIONS SCHEME

Pursuant to an ordinary resolution passed by the then sole shareholder
of the Company on 20 April 2004, the Company had adopted a share
options scheme (the “2004 Share Options Scheme”), pursuant to which
the Board was authorised to grant options to the eligible participants
for the period of 10 years from 20 April 2004. The 2004 Share Options
Scheme expired on 19 April 2014 and no further options can be
granted pursuant to the 2004 Share Options Scheme. No options under
the 2004 Share Options Scheme are currently outstanding.

As the 2004 Share Options Scheme expired on 19 April 2014, an
ordinary resolution for the adoption of a new share options scheme
was passed by the shareholders of the Company at the annual general
meeting of the Company held on 12 December 2014 (the “2014 AGM"),
thereby allowing the Company to grant options for subscription of up
to a total of 533,250,233 shares of the Company, representing 10% of
the 5,332,502,338 shares of the Company in issue as at the date of the
2014 AGM. The new share options scheme will enable the Company to
reward and provide incentives to, and strengthen the Group's business
relationship with, the eligible participants who may contribute to the
growth and development of the Group. No options have been granted
under the new share options scheme as at the date of this report.
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‘Report of the Directors
SFEERSE

MAJOR CUSTOMERS AND SUPPLIERS

For the Year, sales to the Group's five largest customers combined
accounted for 87.7% of the total revenue of the Group and sales to
the largest customer included therein accounted for 25.5% of the
total revenue of the Group. Purchases from the Group's five largest
suppliers combined accounted for 95.4% of the total purchases for
the Year and purchases from the largest supplier included therein
accounted for 86.2% of the total purchases for the Year.

During the Year, none of the Directors, their associates, or any
shareholders (which to the knowledge of the Directors own more than
5% of the Company's issued share capital) had any beneficial interest
in the top five customers and suppliers of the Group.

COMPETING INTERESTS

During the Year, none of the Directors, substantial shareholders, and
their respective associates (as defined in the GEM Listing Rules) had
any interest in a business which competes or may compete with the
business of the Group or any conflicts of interest which had or might
have with the Group.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the heading “Directors’ and chief executive’s
interests and short positions in shares, underlying shares and
debentures” on page 64 of this annual report and “Share-based
payment transactions” in note 35 to the consolidated financial
statements, at no time during the Year was the Company or any of
its subsidiaries, a party to any arrangement to enable the Directors to
acquire benefits by means of the acquisition of shares in or debentures
of the Company or any other body corporate.

DISCLOSURE OF INFORMATION OF DIRECTORS
UNDER RULE 17.50A (1) OF THE GEM LISTING
RULES

Pursuant to Rule 17.50A (1) of the GEM Listing Rules, there are no
changes in information of the Directors since the date of third quarterly
report of the Company for the nine months ended 31 March 2017.
There is no other information required to be disclosed pursuant to Rule
17.05A (1) of the GEM Listing Rules.

CORPORATE GOVERNANCE

A report on the principal corporate governance practices adopted by
the Company is set out on pages 22 to 31 of this annual report.
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Report of the Directors
EFBHRS

EMOLUMENT POLICY

The emolument policy of the senior management of the Group is set
up by the Remuneration Committee with reference to their merit,
qualifications and competence. The emoluments of the Directors
are decided by the Remuneration Committee, having regard to the
Company’s operating results, individual performance and comparable
market statistics.

The Company has adopted a share option scheme as an incentive
to Directors, employees and other eligible participants. Details of the
scheme are set out in note 35 to the consolidated financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, the Company has maintained
sufficient public float as at the latest practicable date prior to the issue
of this report as required under the GEM Listing Rules.

EVENT AFTER THE REPORTING PERIOD

Details of significant events occurring after the reporting period are set
out in note 43 to the consolidation financial statements.

AUDITORS

SHINEWING (HK) CPA Limited. The consolidated financial statements
of the Group for the Year have been audited by SHINEWING (HK)
CPA Limited. A resolution for their reappointment as auditor of the
Company will be proposed at the forthcoming AGM.

By order of the Board

Cai Da
Chairman
Hong Kong, 26 September 2017

FEBUR
AEBzoRERBHFMBR I BHME B SRK
HE2EH BENMESME EFZFHMIBFME
BERERARAKEEE MAIRBARTIZA
LB 2 BIEME °

ARRERA—EBRESE URES - RERHE
MABRSEATRMERE AEFBERGEERM
R HIESS ©

RANBEFERE

RIBEARBMABAHERRALEFHM ARAR
BIEIR EM AR E TR AREMKLERATH

HEB#BREARNTIRE -

BERRER

ERRERERENEAZTENFBENGAME
wmARKIFEAS o

BB

SR (FR)GHMEEMERAR - AEEZ
REFRGAMBHRERCEEKTM (FE) @tEIE
BHRBRAREZ ENZETERARNRFZEE 2
REEFNEERRBFRAEFIES -

AEEEW
£E
2

7B —T—tFAA-TRAH

Annual Report 2017
20174 =k



SHINEWING (HK) CPA Limited
43/F., Lee Garden One

33 Hysan Avenue

Causeway Bay, Hong Kong

fekgie

Shine‘ZOan

TO THE MEMBERS OF
SILK ROAD ENERGY SERVICES GROUP LIMITED
(incorporated in Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Silk Road
Energy Services Group Limited (the “Company”) and its subsidiaries
(hereinafter collectively referred to as the “Group”) set out on pages
78 t0 219, which comprise the consolidated statement of financial
position as at 30 June 2017, and the consolidated statement of
profit or loss, the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at
30 June 2017, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSS”) issued by the
Hong Kong Institute of Certified Public Accountants (the “HKICPA”")
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAS") issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section of
our report. We are independent of the Group in accordance with the
HKICPA's Code of Ethics for Professional Accountants (“the Code”),
and we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
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Independent Auditor’s Report
B Z SN S

KEY AUDIT MATTERS

HREXER

Key audit matters are those matters that, in our professional judgment, RIEEFHNEXAE  BREZFHESUESZERALR
were of most significance in our audit of the consolidated financial HRGEMBHREREZMEZNFH - FZEERE
statements of the current period. These matters were addressed in  ZiRAMBHRELRU ERERREEZZTEE
the context of our audit of the consolidated financial statements asa M TSR FEREBERER -

whole, and in forming our opinion thereon, and we do not provide a

separate opinion on these matters.

Impairment of customer contracts (intangible assets)
BEFEN (BEEE)RE

Refer to note 18 to the consolidated financial statements and the accounting policies on pages 114-115 and 123.

FHL2MGAVMERERM TSR E114E1158 R123B @ 5T HE

The key audit matter
BRENVSEE

The Group has customer contracts (intangible assets) with finite
useful lives of HK$164,851,000 as at 30 June 2017. An assessment
of any impairment indicators identified at the end of the reporting
period is required.

RZTE—LFRA=TH EBE5EAERTAFHIEF,E
# (EFEE) B164,851,00008 7T AR R &5 B R BLATE Bl 2 1
AR E R ET TR

How the matter was addressed in our audit
EEEERTREZEBENS

In order to address this matter in our audit, we
obtained management’s assessment of the indicators
of impairment and the one prepared by their valuation
specialist and challenged the reasonableness of the
selection of valuation model, adoption of key assumptions
and input data. In particular, we reviewed the future cash
flow forecast prepared by management on whether it is
agreed to the budget approved by the board of directors
of the Company and compared the budget with actual
results available up to the report date. We also challenged
the appropriateness of the assumptions, including the
sales growth rates and gross margin, against latest market
expectations.
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Impairment of customer contracts (intangible assets) (Continued)
EFEHN (BREE)RE (£)

The key audit matter
BREZSE

The Group's assessment on impairment of customer contracts
is a judgemental process which requires estimates concerning
the forecast future cash flows associated with the customer
contracts held, the discount rates and the growth rate of revenue
and costs to be applied in determining the value-in-use. The
selection of valuation model, adoption of key assumptions and
input data may be subject to management basis and changes in
these assumptions and input to valuation model may result in
significant financial impact.
EEEUEFPSARENTE ARG EREMSE SS9
FARTEARKIBeRE MR E RS REREEEAEBRN
RN B # T A 12 o B B ER N - SRR RE R A SEA
BREABRBEEERELLET MZEBRZLEERNNEAZED
PESAGELESERYBLE-

The extent of judgment and the size of the customer contracts
resulted in this matter being identified as a key audit matter.

o R ABREUAREPaNNRESEL FEEY AR
EIZEIE-
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How the matter was addressed in our audit
BESHEBERTEEZERNG L

We also challenged the discount rate employed in
the calculation of value in use by reviewing its basis
of calculation and comparing its input data to market
SOources.
EENEBEMEGEEE R H i ARS8 15 KR
LB AR ET B R EBETRA 2B %X .

As any changes in these assumptions and input to
valuation model may result in significant financial impact,
we tested management’s sensitivity analysis in relation
to the key inputs to the impairment assessment which
included changes in the sales growth rate, gross margin
and discount rate employed.
ZEBRREEBEANBASBENES R TEELS AN
S SECAFEEEAEREN GO ERE AR
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Independent Auditor’s Report
B Z SN S

Impairment assessment on trade receivables
B 5 FE W FIE R E R

Refer to note 24 to the consolidated financial statements and the accounting policies on pages 116-121.

A2RRAMBRRME2URENEI12IEN SR -

The key audit matter
HARERSEE

We have identified impairment on trade receivables as a key audit
matter because the policy for making such impairment involves
significant degree of management judgment and may be subject
to management bias.
FEHABERENBE S RERNEREAB T A X ERE
FHREEYE WEERESRRFUEREN LI ABREZE
15 o

As at 30 June 2017, the Group has outstanding trade receivables
of approximately HK$124,244,000.

RZZE—tFRA=1TH ESBEEHREEESHENFTIE
#1124,244,0007%8 It °

These conclusions are dependent upon management judgment in
respect of assessing the ultimate realisation of these receivables.
ZEREWEUAN B IR E BT A F RGBS R B IR 1) B -

How the matter was addressed in our audit
EEEERTREZEBENS

Our procedures were designed to review the
management’'s assessment of the indicators of
impairment and challenge the reasonableness of the
methods and assumptions used to estimate the allowance
for doubtful debts.
EENETEEESEREHRBEDNROTME - WiRE A
PG REBEN A ERBROSEME

We have discussed the indicators of possible impairment
with the management and, where such indicators were
identified, assessing the management’s impairment
testing. We have challenged the assumptions and critical
judgment used by the management by assessing the
reliability of the management’s past estimates and taking
into account the ageing at year end and cash received
after year end, as well as the recent creditworthiness of
each debtor.
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Impairment assessment on loan receivables
FE it & 3% A IR (B AT A

Refer to note 25 to the consolidated financial statements and the accounting policies on pages 116-121.

A2RRA MBRRMELRENEI12IEN S FTEE -

The key audit matter
BEREEXEE

The Group's loan receivables, amounting to HK$190,147,000 as at
30 June 2017, represented advances granted to customers under
the unsecured financing business.

RZZE—tFA=1TH EEEMNEKREFAE190,147,0007%
T AEEAREEBIA TR TEPHRNR -

We consider the impairment assessment of loan receivables as
a key audit matter due to the significance of amounts and the
subjective nature of the calculation because the estimates on
which these provisions are based entail a significant degree of
management judgment and may be subject to management bias.
HeBEAMAREZSRERAEEBELERHABRXE
BEXBELIZE AMAEBXENE S FHERETR
EaEY RS EZEE
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How the matter was addressed in our audit
ESEERPTREZSIENTE

Our procedures were designed to review the
management’s impairment assessment and challenge the
reasonableness of the methods and assumptions used to
estimate the allowance for doubtful debts.
EENEFECEEEEENREE - R AR MET
REBEN T ERBRENEENE-

We have discussed the indicators of possible impairment
with the management and, where such indicators were
identified, assessing the management’s impairment
testing; and

EECHERENRITERENTR  WEBRTZETR
MEA T EEREENRENR: &

We have challenged the assumptions and critical
judgment used by the management by assessing the
reliability of the management’s past estimates and taking
into account the calculation methodologies, economic
factors, financial position of the borrowers and guarantors
and cash received after year end, as well as the recent
creditworthiness of each debtor.
EERATHEEBAT AT SN RETERE
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Independent Auditor’s Report
B Z SN S

Impairment assessment on amounts due from associates
FE U B & A B FOE BB E R

Refer to note 22 to the consolidated financial statements and the accounting policies on page 116-121.

EEl N

=k B RARM 22 F16E121 BN E TR -
The key audit matter
BRERSEHE

The Group’s amounts due from associates, amounting to
HK$61,500,000 (net of impairment loss of HK$120,000,000) as at
30 June 2017, represented dividend receivable from its associates
RZE—tFAA=+H ESENEREEQFRES
61,500,0007% 7T ( F0Fx 8 (B E518.120,000,00078 7T ) - EDEH&ZE%F =
NAIZE -

We consider the impairment assessment of amounts due from
associates as a key audit matter due to the significance of
amounts and the subjective nature of the calculation because
the estimates on which these provisions are based entail a
significant degree of management judgment and may be subject
to management bias.
CHEANAGMEZSERERAEEEHFHERATEEZE
ﬁgzﬁéi%ﬂ AfsrEBEBNE  WESFHEKEEA
AIIERER L R R E R EIE -

How the matter was addressed in our audit
EEEERTREZEBENS

Our procedures were designed to review the
management’s impairment assessment and challenge the
reasonableness of the methods and assumptions used to
estimate the allowance for doubtful debts.
EENEFECEEEEFGHREN - L
REBEN T EARBRENEENE-

15 R (T

We have discussed the indicators of possible impairment
with the management and, where such indicators were
identified, assessing the management’s impairment
testing; and

EECHEREN®UERENTR  UEBEZSTR
¢ Iﬁ/RTuHEEI%EE’J/ﬁWEEE\JEEﬁ N

We have challenged the assumptions and critical
judgment used by the management by assessing the
reliability of the management’s past estimates and taking
into account the calculation methodologies, economic
factors, financial position of the associates and its recent
creditworthiness.
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Information Other than the Consolidated Financial
Statements and Auditor's Report Thereon

The directors of the Company are responsible for the other
information. The other information comprises all of the information
included in the annual report, other than the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

Responsibilities of Directors of the Company and the Audit
Ccommittee for the Consolidated Financial Statements

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view
in accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for
such internal control as the directors of the Company determine
iS necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, the directors of the
Company are responsible for assessing the Group's ability to continue
as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the
directors of the Company either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group's
financial reporting process.
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Independent Auditor’s Report
B Z SN S

Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion, solely to you, as a body, in accordance
with our agreed terms of engagement, and for no other purpose. We
do not assume responsibility towards or accept liability to any other
person for the contents of this report. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in
accordance with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAS, we exercise professional
judgment and maintain professional skepticism throughout the audit.
We also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control.

o Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group's internal control.

o Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors of the Company.
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BRI - 8 FR SR A R RRRF S AR EE AL - fi (Il s B2 B8
EAEEHABEATAZEEAERELZFTEANH
WRIEHLERER - BIRR RE AR -

EREESEERETERNBIET  BEEEM
BERTEREXHE REEXEREE -BET:
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Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements (Continued)

o Conclude on the appropriateness of the Company’s directors’
use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

o Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for
our audit opinion.

We communicate with the audit committee regarding, among other
matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide the audit committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

76 Sk Road Energy Services Group Limited
KRR R E BB R AR

REMRELGSMBBERARBNER (F)

e B BERARNESERARBELLSTERNRE
MR AR - WAR BT E R B ORE  fEE
EEFERFEXBERAEENENTEE L
femAlae S Y BERENFEKERENESE
ERRE-WESAR/FEEANEEME R
BUEERBMBETIRFBEREIZFAH
BHRERPWERKRE-HERRETR  AE
FEEER BSEEWNENBEREMBRE
B HEILE PTG O B AL IR RE « AT - KRR FE IR
BRI EY BEREEXGELE-

o FHERAMBHMEANEBEEZHRIA GEEA
R BEBEEER UARGAVBRRIET
BRREERSHMER-

o 3 BEREANERIEBIDOTBEREER
R MEENERERE  WEHGEMBEEHRR
RXER -BFRAKEEZNT A EBEM
HIT - BEERNERERAERAEE

BEFEEZZE N (AP eR)ERmstasaE.
BRZHREABZERBR ZSRABREF
EEZCBEST BRI AFEZEAEMERNRSK

BENMBRZZBESEHER BHESFEFEH
BB MR ERERER YREEBRBAEKS
BRRGSTEESFHEIUNMAEBARLEMBER
AR AERE R # e 3 (2Em)



Independent Auditor’s Report
B Z SN S

From the matters communicated with the audit committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Wong Hon Kei, Anthony.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Wong Hon Kei, Anthony
Practising Certificate Number: P05591

Hong Kong
26 September 2017
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~ For the year ended 30 June 2017
HEZZ tFA=THILEFE

..

nt of Profit or Loss

2017 2016
—E—tF ZE—RF
NOTES HK$'000 HK$'000
M5 FHExT FHET
(Restated)
(&%)
Continuing operations HEREER
Revenue gz 6 379,293 324,100
Cost of sales and services rendered $HE R AR AR TSR AR (311,255) (223,830)
Gross profit EH 68,038 100,270
Investment and other income "B REAUA 8 15,783 31,351
Selling and distribution expenses HERDHER (913) (548)
Administrative expenses THEAR (34,262) (40,242)
Other operating expenses HEmEESER (5,788) (4,341)
Amortisation of customer contracts P& 18 (29,244) (28,202)
Loss arising on changes in fair value of BIEEBEREATESTAM
held-for-trading investments EAZEE (48,958) (15,756)
Gain on early redemption of TR A S B F H 2R 2 e
promissory notes 30 892 -
Net gain on disposal of subsidiaries HEMB AR 2 F = 39 - 43
Write back of promissory notes issued BEEBITRLER 30 - 97.877
Impairment loss recognised in respect of  FLAIEH SR EFER
available-for-sale investments VERIEN SR 20 (50,562) -
Impairment loss recognised in respect of & Uk — B & R B B RER
amount due from an associate 2 REE R 22 (60,000) (60,000)
Impairment loss recognised in respect of  FLIEUR E R HER 2R (EEE
loan receivables 25 (2,175) (1,986)
Impairment loss recognised in respect of LB A LFER 2 REE B
customer contracts 18 - (95,368)
Impairment loss recognised in respect of BRI EHER ZIRERIE
goodwill 17 - (6,994)
Impairment loss recognised in respect of  FLE 5 N A E RIEIER 2
trade and other receivables VERIEN SR 24 - (3,401)
Share of results of associates FEAREEE N B EE 22 (415) (82,018)
Gain on deemed dilution of investments RIEMSER & N B8 E 2 W
in associates 22 - 15,330
Finance costs A& A AR 9 (8,131) (13,473)
Loss before taxation B %1 Bl &S 18 (155,735) (107,458)
Income tax (expense) credit B () K e 10 (3,855) 16,112
Loss for the year from AREEREFELEEFTZE
continuing operations B 12 (159,590) (91,346)
Discontinued operation ERIEREEI
Profit (loss) for the year from discontinued ZAFEEREADKILEEERE 2
operation wm A (EE) 1 19,767 (36,959)
Loss for the year RFEEEE (139,823) (128,305)
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Consolidated Statement of Profit or Loss (continued)

h O\ 42 < -
RoBRR (#
For the year ended 30 June 2017
HE_ZT—+FA=1THILFE

2017 2016
—E—+F ZE—RF
Note HK$'000 HK$'000
B 5E FEx FET
(Restated)
(g&&E5)
Profit (loss) for the year attributable to ZN/NSIE ¥ DN NS b
owners of the Company (&18)
— from continuing operations —REFERLEER (157,310) (93,084)
— from discontinued operation —RECRIEEEET 17,082 (36,959)
Loss for the year attributable to owners KAaEAANEIEREESE
of the Company (140,228) (130,043)
Profit (loss) for the year attributable to FE 1R AR A 25 R A AN S 0 A
non-controlling interests (BE)
— from continuing operations —REFELEER (2,280) -
— from discontinued operation —REBERIEEEER 2,685 1,738
Profit for the year attributable to FEVEAR He 2 FEAG AR 2 5 A
non-controlling interests 405 1,738
(139,823) (128,305)
(LOSS) EARNINGS PER SHARE BR (BE)ER 15
From continuing and REFBESEEB RO KL
discontinued operations KBTS
Basic and diluted (HK cents per share) AR EE (BB (2.04) (2.16)
From continuing operations REFECEETS
Basic and diluted (HK cents per share) AERREE (BB (2.29) (1.55)
From discontinued operations RE BRI EETR
Basic and diluted (HK cents per share) ERREE (BB 0.25 .61
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2017 2016
—E—+tF ZE-RF
HK$'000 HK$'000
FHER FET
(Restated)
(gE51)
Loss for the year RFEEE (139,823) (128,305)
Other comprehensive expense TEEHMEZEMX
for the year
ltem that may be reclassified subsequently HigngeEmnlEsEmsHE
to profit or loss:
Exchange differences on translating BMEBINEBEECELEZSE
foreign operations (2,194) (26,354)
Other comprehensive expense for the year, REFEMEMEEASE - MABRFTER
net of income tax (2,194) (26,354)
Total comprehensive expense for the year AFEEEERLAL (142,017) (154,659)
Total comprehensive (expense) income UTATEERFEZHEHE (AX)
for the year attributable to: Uz -
- Owners of the Company /NS F =N (142,411) (156,397)
— Non-controlling interests — IR i 394 1,738
(142,017) (154,659)
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Consolidated Statement of Financial Position

wn O RIS IA R &

As at 30 June 2017
R=Z—+FXA=+H

2017 2016
—E—tHF —E—REF
Notes HK$'000 HK$'000
e FHET FHET
Non-current assets EMEEE
Property, plant and equipment Y RE MR 16 44,560 46,311
Goodwill EES 17 1,655 18,776
Customer contracts BEEH 18 164,851 197,221
Exploration and evaluation assets R EFHHEE 19 - -
Available-for-sale investments Al ERE 20 7,349 -
Deferred tax assets RIETFRIBEE 31 11,129 11,293
Investments in associates REERNR 2 "E 22 - 415
229,544 274,016
Current assets MEEE
Inventories FE 23 - 4,242
Trade, bills and EZREBGIE  EREE R
other receivables H b B W GRIE 24 186,951 215,725
Loan receivables JEWE K 25 190,147 117,279
Amounts due from associates JE IR Bt 25 X B 5RIE 22 61,500 121,868
Held-for-trading investments BIEEBERE 26 24,715 69,621
Cash and cash equivalents ReRREEEY 27 91,279 216,093
554,592 744,828
Assets of a disposal group classified DEAEBERE ZHERE
as held for sale BE 21 39,611 -
594,203 744,828
Current liabilities mEaE
Trade and other payables B 5 R H MR IR 28 78,307 90,882
Amount due to a director B —REEFHIE 29 - 1,128
Income tax payables JERTFRIS R 10,286 13,276
88,593 105,286
Liabilities directly associated with HOBABIELECEE
assets classified as held for sale EREEZE8E 21 7,388 -
95,981 105,286
Net current assets mBEEFE 498,222 639,542
Total assets less current liabilities BERLBERLBEE 727,766 913,558
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2017 2016
—E—+tF ZE-RF
Notes HK$'000 HK$'000
ihg=3 FHET FHETT
Non-current liabilities FERBEE
Promissory notes LR IE 30 106,587 145,278
Deferred tax liabilities EEHIEAE 31 42,578 50,951
149,165 196,229
Net assets BEFE 578,601 717,329
Capital and reserves BEARNKFEE
Share capital A&z 32 342,728 342,938
Reserves 1 221,253 363,870
Equity attributable to owners of NAEHER ARG ERS
the Company 563,981 706,808
Non-controlling interests e 14,620 10,521
Total equity BT 578,601 717,329

The consolidated financial statements on pages 78 to 219 were
approved and authorised for issue by the board of directors on 26
September 2017 and are signed on its behalf by:

Mr. Cai Da - Director

EEgR T —tFNAZTBRERKREETS
E2VEZHAMBRERZTIE YHIATALRE

®E:

Mr. Chen Youhua - Director

BERE-EE
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For the year ended 30 June 2017
HE_ZT—+FA=1THILFE

Attributable to owners of the Company

Non-
Share Accumulated controlling
capital losses Total interests Total
A& 2itER it FERER aft
HKS'000 HKS'000 HKS'000 HKS'000 HK$'000
ThEL T FHEL TiEn FHET
At1July 2015 WZE-a%tA-H 290,625 (131,476) 665,133 - 665,133
Loss for the year AEEER - (130,043) (130,043) 1738 (128,305)
Other comprehensive expense AEFHMRERR
for the year - - (26,354) - (26,354)
Total comprenensive expense FEERELFR
for the year - (130,043) (156,397) 1738 (154,659)
Lapse of unlisted warrants FEMRBEERY - 3,686 - - -
Additional non-controlling interests PHLE-HMBAAMN
arising on partial disposal of ELEMHERER
a subsidiary (note 38) (ff3¥38) - - (3383) 16,383 13,000
Dividend paid to non-controlling BREERERRE (BEv)
interests (note iv) - - - (7,600) (7,600)
Issue of new shares by way of placing ~ EE A A ETHKRH 5313 - 204,021 - 204,021
Share issue expenses RAETRR - - (2,566) - (2,566)
At 30 June 2016 WZE-"EAXA=ZTHR 342,938 (257,833 706,308 10,521 717,329
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t of Changes in

Attributable to owners of the Company

ENGE 2PN 4
Foreign
currency Unlisted
translation warrants Other Non-
Share Share reserve reserve reserve  Accumulated controlling
capital premium (note i) (note ii) (note i) losses Total interests Total
E )
ARER
HERE 1 Hibf
BA& RGEE i (W) (GED) (Ft=iii) Gy B FRRER B3
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
TET TR TET TR FET TET TER TET TER
At1July 2016 WZE-~FtA-H 342,938 652,901 (27,815) - (3,383) (257,833) 706,808 10,521 717,329
Loss for the year rEEER - - - - - (140,228)  (140,228) 405 (139,823)
Other comprenensive expense AEEEH2ERY
for the year - - (2,183) - - - (2,183) (11) (2,194)
Total comprehensive expense FEEZHBHEY
for the year - - (2,183) - - (140,228) (142,411) 394 (142,017)
Share repurchased (note ) BEERH (M) (210) (206) - = = - (416) = (416)
Acquisition of assets through BRUENBARREEE
acquisition of subsidiaries (note 37) (B3E37) - - - - - - - 16,911 16,911
Disposal of subsidiaries (note 39) HEMBAR (M#39) - - - - 3,383 (3,383) - (13,206) (13,206)
At 30 June 2017 WZE—+FXA=TH 342,728 652,695 (29,998) - = (401,444) 563,981 14,620 578,601
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Consolidated Statement of Changes in Equity (continued)

wh O

AEREEHE 2

For the year ended 30 June 2017
HE_ZT—+FA=1THILFE

Notes:

iii)

Exchange differences relating to the translation of the net assets of the Group's
foreign operations from their functional currencies to the Group’s presentation
currency (i.e. Hong Kong dollars) are recognised directly in other comprehensive
income and accumulated in the foreign currency translation reserve. Such
exchange difference accumulated in the foreign currency translations reserve will
be reclassified to profit or loss on the disposal of the foreign operations.

The unlisted warrants reserve relates to unlisted warrants issued to independent
third parties during 2015, representing the proceeds received from the issue less
direct expenses. The remaining unlisted warrants were lapsed during the year
ended 30 June 2016.

Other reserve relates to the difference between the () fair value of consideration
received by the Group and (i) the aggregate of the increase in non-controlling
interest upon the partial disposal of PR ASIA Investment Holdings Limited (“PR ASIA
Investment”), a non-wholly owned subsidiary of the Group. Further information
about the partial disposal is set out in note 38 to the consolidated financial
statements. During the year ended 30 June 2017, such reserve was transferred to
accumulated losses upon disposal of PR ASIA Investment.

On 16 March 2016 and 8 April 2016, interim dividends of HK$6,000,000 and
HK$1,600,000 respectively were declared and paid by PR ASIA Investment to its
non-controlling shareholder.

During the year ended 30 June 2017, the Company repurchased 4,200,000 of its
shares on the Hong Kong Exchange and Clearing Limited for a total consideration
of HK$416,000 which was paid wholly out of share premium in accordance
with section 7 of the Company’s memorandum and articles of association. The
purchased shares were cancelled accordingly on 8 May 2017.

ot :

iif)

BRBASBEBIMEEER 2 EEFERARERRE
KAEEZ 25 E% (BB 2EXEZRDEERNEME
ERETRERENEINEEREREET R - RANENE
HRERBZAZSELZERR B S BIMNEEEBREN

DEEB -

FLTRBEREEFRENE S -—AFETTEILE=FZ
FETRBREEAR RRETHBREREEERZI S
B-RHE-ZT—AFNA-TALFEZRSBIELTRE
REED KRR

EmREEEOIEEEBRRE A FERIHRE S HEPR
ASIA Investment Holdings Limited ([PR ASIA InvestmentJ :
REEZ —HIFEREMBRR) &2 IFERER G INERE L
EREAH - AEZBO NEZEZERENGE MIEHREN
A3 - REE_ZE—HFEXNAZTHIEFE ZEHBER
Z= HEPR ASIA Investment 21518 -

RZE—RE=ZA+"BRZZE—
InvestmentE M E JEIERARE 5 5
6,000,000/% 7t }.1,600,0007%8 7T ©

NEMAJVE PR ASIA
15 & XK A o B AR

BHE_T— tiﬁﬂ:+5¢¢?*$"ﬂ$ﬁ)§zﬁﬁ Hir%x
ERARARABAUE7GRBREREEL S REEMBERA

24,200,000 i 15 - 42 1E 7%416000/%71: B*@@ﬂx@xﬁ
BERxf EBERMR _FT—tFRANBCHETH-

Annual Report 2017
20174 =k



BE_T—tEXA=+AIEE

OPERATING ACTIVITIES

Loss before taxation

Adjustments for:
Interest income on bank deposits
Other interest income
Finance costs
Depreciation of property,
plant and equipment
Amortisation of customer contracts
Government grants
Gain on disposal of subsidiaries
Share of results of associates
Gain on deemed dilution of
investments in associates
Gain on disposal of held-for-trading
investments
LosS (gain) arising on change in
fair value of held-for-trading
investments
Loss on disposal of property,
plant and equipment
Gain on early redemption of
promissory notes
Script dividend income from
held-for-trading investments
Write back of promissory
notes issued
Impairment loss recognised
in respect of available-for-sale
investments
Impairment loss recognised
in respect of amounts due
from associates
Impairment loss recognised
in respect of loan receivables
Impairment loss recognised
in respect of customer contract
Impairment loss recognised
in respect of property,
plant and equipment
Impairment loss recognised
in respect of goodwill
Impairment loss recognised
in respect of inventories
Impairment loss recognised
in respect of trade and
other receivables
Impairment loss recognised
in respect of exploration and
evaluation assets

¥

t of Cash Flows

NOTE
B

rEES

R AT E 1R

BE
RATFRZFIBHA
HipFIB KA
B LA
W BE R R

BEPAKMIH

BT fe8 B

S M B A R 2 W 39
JEMRERE N BIRE
ﬁﬁ%%%%ﬂﬂ&ﬁz
HERIFEERE 2

FIFEBEREQNYE
BEELZER
(Mzm)

HEME  BE R
REEE

RAELR AR REZ
Yz

FIFEBERE ZUBRRE
WA

BEDBTERLER

RAMHERERRLZ
B BB

SLABL 2 1 A UR R
2RI

W E R
B B 1R

IEFPEMNERLZ
B B 1B

RME - BB MR EHER
ZBAEE1E

PR B HER 2R EE R
B R 2 RIEE R

FhE 5 K H IR
MR ZBERER

SR M RH A EERR Z
BB B

2017
—E—+tF
HK$'000
FH T

(134,883)

(210)
8,131
8,269

29,244

(741)

(20,078)
415

(13,396)

48,958
1,093

(892)

50,562

60,000

2,175

2016
—E—RF
HK$'000
FET

(142,538)

87)
(667)
13,473

9,573
28,202

(43)
82,018

(15,330)

15,756

3,315

(16,409)

(97,877)

60,000
1,986

95,368

29,987
6,994

6,419

4,437

1,190
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Consolidated Statement of Cash Flows (continuea)
HOINENER (#

For the year ended 30 June 2017
HE_ZT—+FA=1THILFE

2017 2016
—E—+tF ZE-RF
NOTE HK$'000 HK$'000
[ihg=a FHET FHETT
Operating cash flows before HBESEHHIZ
movements in working capital KR RE 38,647 85,773
Decrease (increase) in inventories FTER D () 1,065 (2,091)
Increase in trade, bills and g S EWFIE  ERER
other receivables Ko L At JE W SR TR N (16,530) (80,605)
Increase in loan receivables & UL E SR8 A1 (75,269) (15,832)
Decrease (increase) in held-for- BIEEB CIRERD
trading investments (12h0) 9,344 (49,755)
Decrease in trade and other payables B 5 & E A A SR IE R D (14,274) (15,022)
Cash used in operations LETEMARE (57,017) (77,532)
OPERATING ACTIVITIES K EED
Cash used in operations LETEMARE (57,017) (77,532)
Hong Kong Profits Tax paid EH%/% M = (1,164)
PRC Enterprise Income Tax paid BB EMGH (14,730) (18,237)
NET CASH USED IN OPERATING ACTIVITIES ~ #& & /& B FT IR & F 58 (71,747) (96,933)
INVESTING ACTIVITIES BERY
Purchase of available-for-sale BEUHIERE
investments (57,911) -
Purchase of property, EEYE R NG
plant and equipment (17,728) (24,193)
Interest received B U F & 210 748
Decrease (increase) in amounts JE U B & B ROR R
due from associates (3810) 368 (368)
Net cash inflow from acquisition FERUWHEMNE AT
of assets through acquisition WEEE,
of subsidiaries/acquisition WEEHIB A a2
of subsidiaries WEMAFRE 37 8,878 1,232
Proceeds from disposal of subsidiaries HEW B AR PTSIE 39 38,677 ®)
Proceeds from disposal of property, MEYE  BE REEE
plant and equipment E L 20,433 16
Loan to a third party ME=FREER - (17,988)
Dividend received from associates BUEE & A RIAR B - 30,500
Repayment of loan to a third party M—HBEBE-FEEENR - 17,988
NET CASH (USED IN) FROM INVESTING REES (A SRS FE
ACTIVITIES (7,073) 7,927
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2017 2016
—E—+tF ZE-RF
NOTE HK$'000 HK$'000
Bt &E FHET FHETT
FINANCING ACTIVITIES BEEH
Repayment on promissory notes EEEALEE (44,000) -
(Decrease) increase in amount due to B —REEHECRD)
a director $#n (1,128) 1,128
Interest paid ERFLE - (13)
Share repurchased B E &N (416) -
Government grants received 2B 43 Bh 741 -
Proceeds from issue of new shares LABRE BTN 2
by way of placing Fr 5 3k IE - 204,021
Net cash inflow on partial disposal of o L ERHBAREZR 2
interests in subsidiaries REMmAFEE 38 - 13,000
Dividend paid to non-controlling BRI R AR S
interests = (7,600)
Share issue expenses AR BT - (2,566)
Repayment of bank borrowings EEIBITEE - (694)
NET CASH (USED IN) FROM FINANCING BEEE (FTR) SR e 28

ACTIVITIES (44,803) 207,276
NET (DECREASE) INCREASE INCASHAND R & MIREHEY Cid)

CASH EQUIVALENTS HEANFER (123,623) 118,270
CASH AND CASH EQUIVALENTS AT FUNRERBESEHEY

BEGINNING OF THE YEAR 216,093 100,878
EFFECT OF FOREIGN EXCHANGE RATE ExFEwE

CHANGES (1,191) (3,055)
CASH AND CASH EQUIVALENTS AT END FRMNBRREEZEY

OF THE YEAR, represented by bank LASRITHE 82 IR @ /R

balances and cash 91,279 216,093
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Notes to the Consolidated Financial Statements
RO R R R M EE

For the year ended 30 June 2017
BHEZZT—+F-A=1THILFE

GENERAL

Silk Road Energy Services Group Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted company
with limited liability under the Companies Law of the Cayman
Islands, and its shares are listed on the Growth Enterprise Market
("“GEM") of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The addresses of the registered office and principal
place of business of the Company are disclosed in the section
headed “Corporate Information” of this annual report.

The Company is an investment holding company. The activities
of its principal subsidiaries are set out in note 42 to the
consolidated financial statements.

The consolidated financial statements are presented in Hong
Kong Dollars (“HK$"), which is also the functional currency of
the Company. Each entity in the Company and its subsidiaries
(hereinafter collectively referred to as the “Group”) determines
its own functional currency and items included in the financial
statements of each entity are measured using that functional
currency.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRS(s)")

The Group has consistently adopted the HKFRSs, Hong
Kong Accounting Standards (“HKASs"), amendments and
Interpretations (“Ints”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”") which are effective
for the Group's financial year beginning on 1 July 2016.
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRS(S)") (continued)

New and revised HKFRSs issued but not yet effective

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective:

HKFRS 9 (2014)

HKFRS 15

HKFRS 16

Amendments to HKFRSS
Amendments to HKAS 7

Amendments to HKAS 12

Amendments to HKAS 40
Amendments to HKFRS 4

Amendments to HKFRS 10
and HKAS 28

Amendments to HKFRS 2

HK(FRIC) - Int 22

HK(FRIC) - Int 23

Financial Instruments?

Revenue from Contracts with
Customers?

Leases*

Annual Improvements to HKFRSs
2014 — 2016 Cycle?

Disclosure Initiative'

Recognition of Deferred Tax Assets
for Unrealised Losses!

Transfers of Investment Property?

Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts?

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture®

Classification and Measurement
of Share-based Payment
Transactions?

Foreign Currency Transactions and
Advance Consideration?

Uncertainty over Income Tax
Treatments*

1 Effective for annual periods beginning on or after 1 January 2017.

2 Effective for annual periods beginning on or after 1 January 2018.

3 Effective for annual periods beginning on or after 1 January 2017 or
1 January 2018, as appropriate.

4 Effective for annual periods beginning on or after 1 January 2019.

5 Effective date not yet been determined.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(S)") (continued)

New and revised HKFRSs issued but not yet effective
(Continued)

The directors of the Company anticipate that, except as describe
below, the application of other new and revised HKFRSs will have
no material impact on the results and the financial position of the
Group.

HKFRS 9 (2014) Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. HKFRS 9
was amended in 2010 and includes the requirements for the
classification and measurement of financial liabilities and for
derecognition. In 2013, HKFRS 9 was further amended to bring
into effect a substantial overhaul of hedge accounting that will
allow entities to better reflect their risk management activities
in the financial statements. A finalised version of HKFRS 9 was
issued in 2014 to incorporate all the requirements of HKFRS 9
that were issued in previous years with limited amendments to
the classification and measurement by introducing a “fair value
through other comprehensive income” (“FVTOCI") measurement
category for certain financial assets. The finalised version of
HKFRS 9 also introduces an “expected credit loss” model for
impairment assessments.
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2. APPLICATION OF NEW AND REVISED HONG 2. EAMEREEITERMBREER

KONG FINANCIAL REPORTING STANDARDS (IERMBREEN]) (&

("HKFRS(S)") (continuec)

New and revised HKFRSs issued but not yet effective EEMERMRERZITERSETEBHBER

(Continued) HER (&)

HKFRS 9 (2014) Financial Instruments (Continued) EEBYEREEREIN (—E—F)Z/@T

H(#E)
Key requirements of HKFRS 9 (2014) are described as follows: BB WMEEE (ZE—NF)Z2FE
REHMAT -

e All recognised financial assets that are within the scope o  EECIEDFEINLHTA AR
of HKAS 39 Financial Instruments: Recognition and EHEANMECERSRMEE  ERi#
Measurement to be subsequently measured at amortised AR A TFEFZE - AEME ®EW
cost or fair value. Specifically, debt investments that are ABREAEOEEREZEBENFTFAE
held within a business model whose objective is to collect ZEBRERGHNRSREBLEE R
the contractual cash flows, and that have contractual cash e RAREBERS 2NEZBEBRERE  —
flows that are solely payments of principal and interest MG P EL 1% & 51 HA ) 45 SR DA SH R AR BT
on the principal outstanding are generally measured at E-REMNARFKEEMRERERTD
amortised cost at the end of subsequent accounting EeRMEECEBEXPRHBEZERT
periods. Debt instruments that are held within a business B UREBEEZANEBRRSRETE
model whose objective is achieved both by collecting HHEAzReREARAXNA® R
contractual cash flows and selling financial assets, and that MAREERE 2 FEZEB IR ZAT
have contractual terms of the financial asset give rise on Bt AHMEARE s T2 TEH
specified dates to cash flows that are solely payments of MEHTRE BRI EREEREHR
principal and interest on the principal amount outstanding, B A TERE o LI RIBR B KW
are measured at FVTOCI. All other debt investments and HERIFEE (ZZ—MF) - BEMED
equity investments are measured at their fair values at AAHE 2 EE LR EaEER 2R
the end of subsequent reporting periods. In addition, AL E (WIEHEEESR) A EZE
under HKFRS 9 (2014), entities may make an irrevocable “ED EERBEWAZENEREER

election to present subsequent changes in the fair value
of an equity investment (that is not held for trading) in
other comprehensive income, with only dividend income
generally recognised in profit or loss.
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2. APPLICATION OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(S)"”) (continued)

New and revised HKFRSs issued but not yet effective
(Continued)

HKFRS 9 (2014) Financial Instruments (Continued)

With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS
9 (2014) requires that the amount of change in the
fair value of the financial liability that is attributable to
changes in the credit risk of that liability is presented
in other comprehensive income, unless the recognition
of the effects of changes in the liability’s credit risk in
other comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in fair value
of financial liabilities attributable to changes in the financial
liabilities” credit risk are not subsequently reclassified to
profit or loss. Under HKAS 39, the entire amount of the
change in the fair value of the financial liability designated
as fair value through profit or loss was presented in profit
or loss.

In the aspect of impairment assessments, the impairment
requirements relating to the accounting for an entity’s
expected credit losses on its financial assets and
commitments to extend credit were added. Those
requirements eliminate the threshold that was in HKAS 39
for the recognition of credit losses. Under the impairment
approach in HKFRS 9 (2014) it is no longer necessary for
a credit event to have occurred before credit losses are
recognised. Instead, expected credit losses and changes in
those expected credit losses should always be accounted
for. The amount of expected credit losses is updated
at each reporting date to reflect changes in credit risk
since initial recognition and, consequently, more timely
information is provided about expected credit losses.
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2. APPLICATION OF NEW AND REVISED HONG 2.

'Notes to the Consolidated Financial Statements

FERAMEREE]ERMBRELER

KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(S)") (continuea)

New and revised HKFRSs issued but not yet effective
(Continued)

HKFRS 9 (2014) Financial Instruments (Continued)

° HKFRS 9 (2014) introduces a new model which is more
closely aligns hedge accounting with risk management
activities undertaken by companies when hedging their
financial and non-financial risk exposures. As a principle-
based approach, HKFRS 9 (2014) looks at whether a
risk component can be identified and measured and
does not distinguish between financial items and non-
financial items. The new model also enables an entity to
use information produced internally for risk management
purposes as a basis for hedge accounting. Under HKAS
39, it is necessary to exhibit eligibility and compliance
with the requirements in HKAS 39 using metrics that
are designed solely for accounting purposes. The new
model also includes eligibility criteria but these are
based on an economic assessment of the strength of
the hedging relationship. This can be determined using
risk management data. This should reduce the costs of
implementation compared with those for HKAS 39 hedge
accounting because it reduces the amount of analysis that
is required to be undertaken only for accounting purposes.

HKFRS 9 (2014) will become effective for annual periods
beginning on or after 1 January 2018 with early application
permitted.

The directors of the Company anticipate that the adoption
of HKFRS 9 (2014) in the future may have an impact on the
Group's results and financial position, including the classification
categories and the measurement of financial assets, and
disclosures. For instance, the Group will be required to replace
the incurred loss impairment model in HKAS 39 with an
expected loss impairment model that will apply to various
exposures to credit risk. HKFRS 9 (2014) will also change the
way the Group classifies and measures its financial assets,
and will require the Group to consider the business model
and contractual cash flow characteristics of financial assets to
determine classification and subsequent measurement. The
Group’s available-for-sale investments, including those currently
stated at cost less impairment, will either be measured as
fair value through profit or loss or be designated as fair value
through other comprehensive income (subject to fulfillment of
the designation criteria). HKFRS 9 (2014) will be adopted in the
Group's consolidated financial statements for the annual period
beginning on 1 July 2018 and the application of HKFRS 9 (2014)
will not have significant impact on amounts reported in the
consolidated financial statements.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(S)") (continued)

New and revised HKFRSs issued but not yet effective
(Continued)

HKFRS 15 Revenue from Contracts with customers

The core principle of HKFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which
the entity expects to be entitled in exchange for those goods
or services. Thus, HKFRS 15 introduces a model that applies to
contracts with customers, featuring a contract-based five-step
analysis of transactions to determine whether, how much and
when revenue is recognised. The five steps are as follows:

i) Identify the contract with the customer;
i) Identify the performance obligations in the contract;
i) Determine the transaction price;

iv)  Allocate the transaction price to the performance
obligations; and

V) Recognise revenue when (or as) the entity satisfies a
performance obligation.

HKFRS 15 also introduces extensive qualitative and quantitative
disclosure requirements which aim to enable users of the
financial statements to understand the nature, amount, timing
and uncertainty of revenue and cash flows arising from contracts
with customers.

HKFRS 15 will supersede the current revenue recognition
guidance including HKAS 18 Revenue, HKAS 11 Construction
Contracts and the related Interpretations when it becomes
effective.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(S)") (continued)

New and revised HKFRSs issued but not yet effective
(Continued)

HKFRS 15 Revenue from Contracts with Ccustomers
(Continued)

The directors of the Company anticipate that the application
of HKFRS 15 in the future may have result in the identification
of separate performance obligations which could affect the
timing of the recognition of revenue. Certain costs incurred in
fulfilling a contract which are currently expensed may need to
be recognised as an asset under HKFRS 15. More disclosures
relating to revenue are also required. Other than disclosed above,
the directors of the Company anticipate that the application of
HKFRS 15 will have no material impact on the results and the
financial position of the Group.

HKFRS 16 Leases

HKFRS 16 provides a comprehensive model for the identification
of lease arrangements and their treatment in the financial
statements of both lessors and lessees.

In respect of the lessee accounting, the standard introduces a
single lessee accounting model, requiring lessees to recognise
assets and liabilities for all leases with the lease term of more
than 12 months, unless the underlying asset has a low value.

At the commencement date of the lease, the lessee is required
to recognise a right-of-use asset at cost, which consists of
the amount of the initial measurement of the lease liability,
plus any lease payments made to the lessor at or before the
commencement date less any lease incentives received, the
initial estimate of restoration costs and any initial direct costs
incurred by the lessee. A lease liability is initially recognised at
the present value of the lease payments that are not paid at that
date.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRS(S)"”) (continued)

New and revised HKFRSs issued but not yet effective
(Continued)

HKFRS 16 Leases (Continued)

Subsequently, the right-of-use asset is measured at cost less
any accumulated depreciation and any accumulated impairment
losses, and adjusted for any remeasurement of the lease liability.
Lease liability is subsequently measured by increasing the
carrying amount to reflect interest on the lease liability, reducing
the carrying amount to reflect the lease payment made, and
remeasuring the carrying amount to reflect any reassessment or
lease modifications or to reflect revised in-substance fixed lease
payments. Depreciation and impairment expenses, if any, on the
right-of-use asset will be charged to profit or loss following the
requirements of HKAS 16 Property, Plant and Equipment, while
interest accrual on lease liability will be charged to profit or loss.

In respect of the lessor accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in HKAS 17.
Accordingly, a lessor continues to classify its leases as operating
leases or finance leases, and to account for those two types of
leases differently.

HKFRS 16 will supersede the current lease standards including
HKAS 17 Leases and the related Interpretations when it becomes
effective.

HKFRS 16 will be effective for annual periods beginning on or
after 1 January 2019 with early application permitted provided
that the entity has applied HKFRS 15 Revenue from Contracts
with Customers at or before the date of initial application of
HKFRS 16. As at 30 June 2017, the Group has non-cancellable
operating lease commitments of HK$9,725,000 as disclosed
in note 40. A preliminary assessment indicates that these
arrangements will meet the definition of a lease under HKFRS
16, and hence the Group will recognise a right-of-use asset and
a corresponding liability in respect of all these lease unless they
qualify for low value or short-term leases upon the application of
HKFRS 16. In addition, the application of new requirements may
result changes in the measurement, presentation and disclosure
as indicated above. Other than disclosed above, the directors
anticipate that the application of HKFRS 16 will have no material
impact on the results and the financial position of the Group.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRS(S)") (continued)

New and revised HKFRSs issued but not yet effective
(Continued)

Amendments to HKAS 7 Disclosure Initiative

The amendments require entities to provide disclosures that
enable users of financial statements to evaluate changes in
liabilities arising from financing activities, including both changes
arising from cash flows and non-cash changes. The amendments
do not prescribe a specific method to fulfill the new disclosure
requirements. However, the amendments indicate that one way
is to provide a reconciliation between the opening and closing
balances for liabilities arising from financing activities.

Amendments to HKAS 7 will become effective for annual periods
beginning on or after 1 January 2017 with early application
permitted.

The directors of the Company anticipate that the application of
Amendments to HKAS 7 will result in additional disclosures on
the Group's financing activities, especially reconciliation between
the opening and closing balances in the consolidated statement
of financial position for liabilities arising from financing activities
will be provided on application.
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3.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the
Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited ("GEM Listing Rules”) and by the Hong Kong Companies
Ordinance.

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments
that are measured at fair values.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants in the principal (or most advantageous)
market at the measurement date under current market
conditions (i.e. an exit price) regardless of whether that price
is directly observable or estimated using another valuation
technique. Details of fair value measurement are explained in the
accounting policies set out below.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (i.e. its subsidiaries).

Control is achieved where the Group has: (i) the power over
the investee; (i) exposure, or rights, to variable returns from its
involvement with the investee; and (iii) the ability to use its power
over the investee to affect the amount of the Group's returns.
When the Group has less than a majority of the voting rights of
an investee, power over the investee may be obtained through:
(i) a contractual arrangement with other vote holders; (i) rights
arising from other contractual arrangements; (i) the Group's
voting rights and potential voting rights; or (iv) a combination of
the above, based on all relevant facts and circumstances.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Basis of consolidation (Continued)

The Company reassess whether it controls an investee if facts
and circumstances indicate that there are changes to one or
more of these elements of control stated above.

Consolidation of a subsidiary begins when the Group obtains
control of the subsidiary and cease when the Group loses control
of the subsidiary:.

Income and expenses of subsidiaries are included in the
consolidated statement of profit or loss from the date the Group
gains control until the date when the Group ceases to control the
subsidiary.

Profit or loss and each component of other comprehensive
income of subsidiaries are attributed to the owners of
the Company and to the non-controlling interests. Total
comprehensive income of subsidiaries is attributed to the
owners of the Company and to the non-controlling interests
even if this results in the non-controlling interests having a deficit
balance.

All intra-group assets and liabilities, equity, income, expenses and
cash flows relating to transactions between entities of the Group
are eliminated in full on consolidation.

Changes in the Group’s ownership interests in existing
subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing control over
the subsidiaries are accounted for as equity transactions.
The carrying amounts of the Group’s interests and the non-
controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. Any difference between the
amount by which the non-controlling interests are adjusted and
the fair value of the consideration paid or received is recognised
directly in equity and attributed to owners of the Company.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Basis of consolidation (Continued)

Changes in the Group’s ownership interests in existing
subsidiaries (Continued)

When the Group loses control of a subsidiary, it (i) derecognises
the assets (including any goodwill) and liabilities of the subsidiary
at their carrying amounts at the date when control is lost,
(i) derecognises the carrying amount of any non-controlling
interests in the former subsidiary at the date when control is
lost (including any components of other comprehensive income
attributable to them), and (iii) recognises the aggregate of
the fair value of the consideration received and the fair value
of any retained interest, with any resulting difference being
recognised as a gain or loss in profit or loss attributable to the
Group. When assets and liabilities of the subsidiary are carried
at revalued amounts or fair values and the related cumulative
gain or loss has been recognised in other comprehensive
income and accumulated in equity, the amounts previously
recognised in other comprehensive income and accumulated in
equity are accounted for as if the Group had directly disposed
of the related assets and liabilities (i.e. reclassified to profit or
loss or transferred directly to retained earnings as specified by
applicable HKFRSs). The fair value of any investment retained in
the former subsidiary at the date when control is lost is regarded
as the fair value on initial recognition for subsequent accounting
under HKAS 39 Financial Instruments. Recognition and
Measurement or, when applicable, the cost on initial recognition
of an investment in an associate or a joint venture.

Business Combinations

Businesses combinations are accounted for by applying the
acquisition method. The consideration transferred in a business
combination is measured at fair value, which is calculated as the
sum of the acquisition-date fair values of the assets transferred
by the Group, liabilities incurred by the Group to the former
owners of the acquiree and the equity interests issued by the
Group in exchange for control of the acquiree. Acquisition-related
costs incurred to effect a business combination are recognised in
profit or loss as incurred.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Business Combinations (Continued)

At the acquisition date, the identifiable assets acquired and the
liabilities assumed are recognised at their fair value, except that:

o deferred tax assets or liabilities arising from the assets
acquired and liabilities assumed in the business
combination are recognised and measured in accordance
with HKAS 12 Income Taxes,

. assets or liabilities related to the acquiree’s employee
benefit arrangements are recognised and measured in
accordance with HKAS 19 Employee Benefits,

. liabilities or equity instruments related to share-based
payment transactions of the acquiree or the replacement
of the acquiree’s share-based payment transactions
with the share-based payment transactions of the Group
are measured in accordance with HKFRS 2 Share-based
Payment at the acquisition date (see the accounting policy
below); and

. assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations are measured in
accordance with that standard.

Goodwill is measured as the excess of the aggregate of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the Group's
previously held equity interest in the acquiree (if any) over the
net of the acquisition-date amounts of the identifiable assets
acquired and the liabilities assumed. If, after re-assessment, the
net of the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the aggregate of the
consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the acquirer’s
previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a gain on bargain
purchase.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Business Combinations (Continued)

Non-controlling interests, unless as required by another
standards, are measured at acquisition-date fair value except for
non-controlling interests that are present ownership interests
and entitle their holders to proportionate share of the entity's
net assets in the event of liquidation are measured either at fair
value or at the present ownership instruments’ proportionate
share in the recognised amounts of the acquiree’s identifiable
net assets on a transaction-by-transaction basis.

When the consideration transferred by the Group in a
business combination includes assets or liabilities resulting
from a contingent consideration arrangement, the contingent
consideration is measured at its acquisition-date fair value and
included as part of the consideration transferred in a business
combination. Changes in the fair value of the contingent
consideration that qualify as measurement period adjustments
are adjusted retrospectively, with the corresponding adjustments
made against goodwill. Measurement period adjustments are
adjustments that arise from additional information obtained
during the “measurement period” (which cannot exceed one
year from the acquisition date) about facts and circumstances
that existed at the acquisition date.

The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent
consideration is classified. Contingent consideration that is
classified as equity is not remeasured at subsequent reporting
dates and its subsequent settlement is accounted for within
equity. Other contingent consideration that is within the scope
of HKAS 39 is measured at fair value at each reporting date,
and changes in fair value are recognised in profit or loss in
accordance with HKAS 39. Other contingent consideration that is
not within the scope of HKAS 39 is measured at fair value at each
reporting date and changes in fair value are recognised in profit
or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Goodwill

Goodwill arising from a business combination is carried at cost
less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to
each of the Group’s cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies of
the combination.

A cash-generating unit to which goodwill has been allocated is
tested for impairment annually or more frequently when there
is indication that the unit may be impaired. For goodwill arising
on an acquisition in a reporting period, the cash-generating unit
to which goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable
amount of the cash-generating unit is less than its carrying
amount, the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit and then
to the other assets of the unit on a pro rata basis based on the
carrying amount of each asset in the unit. Any impairment loss
for goodwill is recognised directly in profit or loss. An impairment
loss recognised for goodwill is not reversed in subsequent
periods.

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the
amount of profit or loss on disposal.

Non-current assets held for sale

Non-current assets and disposal groups are classified as held
for sale if their carrying amounts will be recovered principally
through a sale transaction rather than through continuing use.
Such classification requires the asset or the disposal group
must be available for immediate sale in its present condition
subject only to terms that are usual and customary for sales
of such asset or disposal group and its sale is highly probable.
Management must be committed to the sale, which should be
expected to qualify for recognition as a completed sale within
one year from the date of classification.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Non-current assets held for sale (Continued)

When the Group is committed to a sale plan involving loss of
control of a subsidiary, all of the assets and liabilities of that
subsidiary are classified as held for sale when the criteria
described above are met, regardless of whether the Group will
retain a non-controlling interest in its former subsidiary after
the sale. When the Group is committed to a sale plan involving
disposal of an investment, or a portion of an investment, in an
associate, the investment or the portion of the investment that
will be disposed of is classified as held for sale when the criteria
described above are met, and the Group discontinues the use of
the equity method in relation to the portion that is classified as
held for sale from the time when the investment (or a portion of
the investment) is classified as held for sale. Any retained portion
of an investment in an associate that has not been classified
as held for sale continues to be accounted for using the equity
method. The Group discontinues the use of the equity method at
the time of disposal when the disposal results in the Group losing
significant influence over the associate.

After the disposal takes place, the Group accounts for any
retained interest in the associate in accordance with HKAS
39 unless the retained interest continues to be an associate,
in which case the Group uses the equity method (see the
accounting policy regarding investments in associates above).

Non-current assets and disposal groups classified as held for
sale are measured at the lower of their previous carrying amount
and fair value less costs of disposal.

Investment in associates

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not
control or joint control of those policies.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Investment in associates (Continued)

The Group's investments in associates are accounted for in
the consolidated financial statements using the equity method.
Under the equity method, investments in associates are initially
recognised at cost. The Group's share of the profit or loss and
changes in the other comprehensive income of the associates
are recognised in profit or loss and other comprehensive income
respectively after the date of acquisition. If the Group's share
of losses of an associate equals or exceeds its interest in the
associate, which determined using the equity method together
with any long-term interests that, in substance, form part of the
Group's net investment in the associate, the Group discontinues
recognising its share of further losses. Additional losses are
provided for, and a liability is recognised, only to the extent that
the Group has incurred legal or constructive obligations or made
payments on behalf of the associate.

An investment in an associate is accounted for using the
equity method from the date on which the investee becomes
an associate. On acquisition of the investment, any excess of
the cost of acquisition over the Group’s share of the net fair
value of the identifiable assets and liabilities of the associate is
recognised as goodwill and is included in the carrying amount of
the investment.

Any excess of the Group’s share of the net fair value of the
identifiable assets and liabilities over the cost of acquisition,
after reassessment, is recognised in profit or loss in the period in
which the investment is acquired.

After application of the equity method, including recognising
the associate’s losses (if any), the Group determines whether it
iS necessary to recognise any additional impairment loss with
respect to its investment in the associate. Goodwill that forms
part of the carrying amount of an investment in an associate
is not separately recognised. The entire carrying amount of the
investment (including goodwill) is tested for impairment as a
single asset by comparing its recoverable amount (higher of
value in use and fair value less costs of disposal) with its carrying
amount. Any impairment loss recognised forms part of the
carrying amount of the investment in the associate. Any reversal
of that impairment loss is recognised to the extent that the
recoverable amount of the investment subsequently increases.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Investment in associates (Continued)

When the Group’s ownership interest in an associate is
reduced, but the Group continues to apply the equity method,
the proportion of the gain or loss that had previously been
recognised in other comprehensive income relating to that
reduction in ownership interest is reclassified to profit or loss if
that gain or loss would be required to be reclassified to profit or
loss on the disposal of the related assets or liabilities.

Gains and losses resulting from transactions between the
Group and its associate are recognised in consolidated financial
statements to the extent of unrelated investors’ interests in the
associate. The Group’s share in the associate’s gains or losses
resulting from these transactions is eliminated.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable for goods sold and services rendered in
the normal course of business, net of sales related taxes.

Revenue from the sale of goods is recognised when the goods
are delivered and titles have passed, at which time all the

following conditions are satisfied:

o the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods,

o the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold:;

o the amount of revenue can be measured reliably;

o it is probable that the economic benefits associated with
the transaction will flow to the Group; and

° the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Service income is recognised when services are provided.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been established
(provided that it is probable that the economic benefits will
flow to the Group and the amount of income can be measured
reliably).

Interest income from a financial asset is recognised when it
is probable that the economic benefits will flow to the Group
and the amount of income can be measured reliably. Interest
income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts estimated future cash receipts
through the expected life of the financial asset to that asset’s net
carrying amount on initial recognition.

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions
attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a
systematic basis over the periods in which the Group recognises
as expenses the related costs for which the grants are intended
to compensate.

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or 10ss in the period in which they
become receivable.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.

Leasehold land and building

When a lease includes both land and building elements, the
Group assesses the classification of each element as a finance
or an operating lease separately based on the assessment as
to whether substantially all the risks and rewards incidental to
ownership of each element have been transferred to the Group,
unless it is clear that both elements are operating leases in
which case the entire lease is classified as an operating lease.
Specifically, the minimum lease payments (including any lump
sum upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values of the
leasehold interests in the land element and building element of
the lease at the inception of the lease.

To the extent the allocation of the lease payments can be made
reliably, interest in leasehold land that is accounted for as an
operating lease is presented as prepaid lease payments in the
consolidated statement of financial position and is amortised
over the lease term on a straight-line basis. When the lease
payments cannot be allocated reliably between the land and
building elements, the entire lease is generally classified as
a finance lease and accounted for as property, plant and
equipment.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in the
respective functional currency (i.e. the currency of the primary
economic environment in which the entity operates) at the rates
of exchanges prevailing on the dates of the transactions. At
the end of the reporting period, monetary items denominated
in foreign currencies are retranslated at the rates prevailing
at that date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates
prevailing at the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise,
except for exchange differences arising on a monetary item
that forms part of the Company’s net investment in a foreign
operation, in which case, such exchange differences are
recognised in other comprehensive income and accumulated
in equity and will be reclassified from equity to profit or loss on
disposal of the foreign operation. Exchange differences arising on
the retranslation of non-monetary items carried at fair value are
included in profit or loss for the period.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of the
Group (i.e. HK$) using exchange rates prevailing at the end of
each reporting period. Income and expenses items are translated
at the average exchange rates for the year. Exchange differences
arising, if any, are recognised in other comprehensive income
and accumulated in equity under the heading of foreign currency
translation reserve (attributed to non-controlling interests as
appropriate).
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Foreign currencies (Continued)

On the disposal of a foreign operation (i.e. a disposal of the
Group’s entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a foreign
operation, a disposal involving loss of joint control over a joint
arrangement that includes a foreign operation, or a disposal
involving loss of significant influence over an associate that
includes a foreign operation), all of the exchange differences
accumulated in equity in respect of that operation attributable to
the owners of the Company are reclassified to profit or 10ss. In
addition, in relation to a partial disposal of a subsidiary that does
not result in the Group losing control over the subsidiary, the
proportionate share of accumulated exchange differences are
reattributed to non-controlling interests and are not recognised
in profit or loss. For all other partial disposals (i.e. partial
disposals of associates or joint arrangements that do not result
in the Group losing significant influence or joint control), the
proportionate share of the accumulated exchange differences is
reclassified to profit or 10ss.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation are
treated as assets and liabilities of that foreign operation and
retranslated at the rate of exchange prevailing at the end of each
reporting period. Exchange differences arising are recognised in
other comprehensive income.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets
until such time as the assets are substantially ready for their
intended use or sale.

Borrowing costs are recognised in profit or 10ss in the period in
which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Retirement benefits costs and termination benefits

Payments to state-managed retirement benefit schemes and
the Mandatory Provident Fund Scheme are recognised as an
expense when employees have rendered services entitling them
to the contributions.

Short-term and other long-term employee benefits

A liability is recognised for benefits accruing to employees in
respect of wages and salaries, annual leave and sick leave in
the period the related service is rendered at the undiscounted
amount of the benefits expected to be paid in exchange for that
service.

Liabilities recognised in respect of short-term employee benefits
are measured at the undiscounted amount of the benefits
expected to be paid in exchange for the related service.

Liabilities recognised in respect of other long-term employee
benefits are measured at the present value of the estimated
future cash outflows expected to be made by the Group in
respect of services provided by employees up to the reporting
date.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from loss before taxation as reported in
the consolidated statement of profit or loss because it excludes
items of income or expense that are taxable or deductible in
other years and it further excludes items that are never taxable
or deductible. The Group’s liability for current tax is calculated
using tax rates that have been enacted or substantively enacted
by the end of the reporting period.

Silk Road Energy Services Group Limited
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Taxation (Continued)

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in
the computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all deductible
temporary difference to the extent that it is probable that
taxable profits will be available against which those deductible
temporary differences can be utilised. Such deferred tax assets
and liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other than
in a business combination) of other assets and liabilities in
a transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible temporary
differences associated with such investments and interests are
only recognised to the extent that it is probable that there will be
sufficient taxable profits against which to utilise the benefits of
the temporary differences and they are expected to reverse in
the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that it is
no longer probable that sufficient taxable profits will be available
to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled based on tax rates (and tax laws) that have been enacted
or substantively enacted by the end of the reporting period.

3.

FESTHEE (&)

BiE (%)

EEHBADRBGEEVBEREPEENAREN
RREE R AFT B R RBUE N AR E 2
B R ERER - —REARMBRRHERE
BEEIARLHARR - BEEHAEE —RER
FI BB RERR B A AT AN E iy = R AR
FERMBERHIHE R ZEER - WERER
TIREEBRKE N EERTOEN NG R
MRZHhzcEMEERABZTIPHER (FRE
BAadIN)  RIRFELEEERBBENTHER -

HEMBRABRBERRREFHE I ERTE
R ZRRMERRE TR IR B A AN 5 B A] 2
BROZEREZR MEREZBRSTEIENA
ROREBEEANERSIN - shEBRIRE M S AR
ZAMBERERELZCRERBEE EN
FIRER R A SR B A Al (£ R B IS 25 2 M st
I T8 A AT 7 A) R SR8k [l By T DA RERR o

EREBUAAE 2 BEER RS AR L
BT e SR B I LSO Bl 2 2
B AT -

ELERAEERBERBHREANBANHK
Kit 8 NRUE AENEBREHRECH
S ABEE R 2R (RBOR)EE -

Annual Report 2017
20174 =k

113



IR TS R EE

For the year ended 30 June 2017

HEZ

3.

T ENAEHILEE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

The measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities.

Current and deferred tax is recognised in profit or loss.

Property, plant and equipment

Property, plant and equipment including land and buildings held
for use in the production or supply of goods or services, or for
administrative purposes are stated in the consolidated statement
of financial position at cost less subsequent accumulated
depreciation and subsequent accumulated impairment losses, if
any.

Depreciation is recognised so as to allocate the cost of items
of property, plant and equipment less their residual values over
their useful lives, using the straight-line method. The estimated
useful lives, residual values and depreciation method are
reviewed at the end of each reporting period, with the effect of
any changes in estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or l0ss arising
on the disposal or retirement of an item of property, plant and
equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised
in profit or loss.

Intangible assets
Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are
recognised separately from goodwill and are initially recognised
at their fair value at the acquisition date (which is regarded as
their cost).

Subsequent to initial recognition, intangible assets with finite
useful lives are carried at costs less accumulated amortisation
and any accumulated impairment loss. Amortisation for
intangible assets with finite useful lives is recognised on a
straight-line basis over their estimated useful lives. (see the
accounting policy in respect of impairment losses on tangible
and intangible assets below).
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Intangible assets (Continued)
Exploration and evaluation assets

Exploration and evaluation assets are stated at cost less
impairment losses. Exploration and evaluation assets include
topographical and geological surveys, exploratory drilling,
sampling and trenching and activities in relation to commercial
and technical feasibility studies, and expenditure incurred to
secure further mineralisation in existing one bodies and to
expand the capacity of a mine. Expenditure incurred prior to
acquiring legal rights to explore an area is written off as incurred.
When it can be reasonably ascertained that a mining property is
capable of commercial production, exploration and evaluation
costs are transferred to mining rights and are amortised
based on the total proven and probable reserves of the mine
or contractual period from the date of commencement of
commercial production which approximates the date from which
they are available for use. If any project is abandoned during the
evaluation stage, the total expenditure thereon will be written off.

Investments in subsidiaries

Investments in subsidiaries are stated on the statement of
financial position of the Company at cost less accumulated
impairment 10ss.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Costs of inventories are calculated using first-in-first-out
method. Net realisable value represents the estimated selling
price for inventories less all estimated costs of completion and
Costs necessary to make the sale.

Cash and cash equivalents
Cash and cash equivalents in the consolidated statement of
financial position comprise cash at banks and on hand.

For the purpose of consolidated statement of cash flows, cash
and cash equivalents consist of cash as defined above.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets or financial liabilities at fair value
through profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in profit or loss.

Financial assets

The Group's financial assets are classified into one of the
following categories, including financial assets at fair value
through profit or loss (“FVTPL"), available-for-sale (“AFS") financial
assets and loans and receivables. The classification depends on
the nature and purpose of the financial assets and is determined
at the time of initial recognition. All regular way purchases or
sales of financial assets are recognised and derecognised on a
trade date basis. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in the
marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the
debt instrument, or, where appropriate, a shorter period, to the
net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for
debt instruments other than those financial assets classified as
at FVTPL, of which interest income is included in net gains or
losses.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Financial assets at FVTPL

Financial assets at FVTPL has two subcategories, including
financial assets held for trading.

A financial asset is classified as held for trading if:

° it has been acquired principally for the purpose of selling in
the near term; or

° on initial recognition it is a part of a portfolio of identified
financial instruments that the Group manages together and
has a recent actual pattern of short-term profit-taking; or

° it is a derivative that is not designated and effective as a
hedging instrument.

Financial assets at FVTPL are stated at fair value, with any change
in fair value arising from remeasurement recognised directly in
profit or loss in the period in which they arise. The net gain or
loss recognised in profit or loss excludes any dividend or interest
earned on the financial assets and is included in the investment
and other income line item in the consolidated statement of
profit or loss. Fair value is determined in the manner described in
note 36.

AFS financial assets

AFS financial assets are non-derivatives that are either
designated as available-for-sale or are not classified as financial
assets at FVTPL, loans and receivables or held-to-maturity
investments. The Group designated investments in unlisted
equity securities as available-for-sale financial assets on initial
recognition of those items.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)
Financial assets (Continued)

AFS financial assets (Continued)

Equity and debt securities held by the Group that are classified
as AFS financial assets and are traded in an active market are
measured at fair value at the end of each reporting period.
Changes in the carrying amount of AFS monetary financial assets
relating to changes in foreign currency rates, interest income
calculated using the effective interest method and dividends on
AFS equity investments are recognised in profit or loss. Other
changes in the carrying amount of AFS financial assets are
recognised in other comprehensive income and accumulated
under the heading of investments revaluation reserve. When
the investment is disposed of or is determined to be impaired,
the cumulative gain or loss previously accumulated in the
investments revaluation reserve is reclassified to profit or 10ss
(see the accounting policy in respect of impairment loss on
financial assets below). Dividends on available-for-sale equity
instruments are recognised in profit or loss when the Group's
right to receive the dividends is established.

The fair value of AFS monetary financial assets denominated
in a foreign currency is determined in that foreign currency
and translated at the spot rate prevailing at the end of the
reporting period. The foreign exchange gains and losses that
are recognised in profit or loss are determined based on the
amortised cost of the monetary asset. Other foreign exchange
gains and losses are recognised in other comprehensive income.

AFS equity investments that do not have a quoted market price
in an active market and whose fair value cannot be reliably
measured and derivatives that are linked to and must be settled
by delivery of such unquoted equity investments are measured
at cost less any identified impairment losses at the end of
each reporting period (see the accounting policy in respect of
impairment loss on financial assets below).
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3. SIGNIFICANT ACCOUNTING POLICIES 3. FEETBEK(#)

(Continued)

Financial instruments (Continuea) SRMIA(F)

Financial assets (Continued) THEE (&)

Loans and receivables B R ERIE

Loans and receivables are non-derivative financial assets with ERREBFIEAERTEXIEENRSTER

fixed or determinable payments that are not quoted in an active WERNERMISHREZINTECHEE R

market. Subsequent to initial recognition, loans and receivables FHERE  ERRERFIE (BEE S EUGK

(including trade, bills and other receivables, loan receivables, I8 - JEW SRR R H At FE UL GRIE ~ FEILE 3R~ B

amounts due from associates and cash and cash equivalents) GE AR REBEARE e NESEEBY)KABE

are measured at amortised cost using the effective interest BRI R B SR AR 2 3R 2 B B 18

method, less any identified impairment losses (see accounting FE(RTXEHSRMEEREBE ST

policy on impairment loss on financial assets below). x) e

Impairment loss on financial assets T EEZEEE

Financial assets, other than those at FVTPL, are assessed for TREE (KEEREAFEAEERINK

indicators of impairment at the end of each reporting period. BEREMRTEREDTR - M BEERZD

Financial assets are considered to be impaired when there is BREEE-HAZHEEHMERNEETEBE

objective evidence that, as a result of one or more events that BHESMEECHFRRREREZINTE

occurred after the initial recognition of the financial asset, the AlemEERRHBRRE.

estimated future cash flows of the financial assets have been

affected.

For AFS equity investments, a significant or prolonged decline in MAEHERAREMS  ZBRERFEZ

the fair value of that investment below its cost is considered to RME R > 3 = R AR AR I B CAS - 35 AR Rk

be objective evidence of impairment. B2 EEZE-

For all other financial assets, objective evidence of impairment MABEHEMEMEEMS REZREEER

could include: BiE:

e significant financial difficulty of the issuer or counterparty; o  BEITAIRSGUEFBINBRENFREE ok
or

e breach of contract, such as default or delinquency in o EH BlinEEASE R TR B A S
interest or principal payments; or =1

e it becoming probable that the borrower will enter o UEBERABRAIREMEISEITYFER 5k
bankruptcy or financial re-organisation; or

e  disappearance of an active market for that financial asset o SRR ZemEEREERT

because of financial difficulties. o
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T tFERA=STHIESFE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment l0ss on financial assets (Continuead)

For certain categories of financial assets, such as trade, bills and
other receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a
collective basis. Objective evidence of impairment for a portfolio
of receivables could include the Group's past experience of
collecting payments, an increase in the number of delayed
payments in the portfolio past the average credit period from
30 to 60 days, observable changes in national or local economic
conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of
impairment loss recognised is the difference between the asset's
carrying amount and the present value of the estimated future
cash flows discounted at the financial asset’s original effective
interest rate.

For financial assets carried at cost, the amount of the impairment
loss is measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar
financial asset. Such impairment loss will not be reversed in
subsequent periods.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception
of trade, bills and other receivables and loan receivables, where
the carrying amount is reduced through the use of an allowance
account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When a trade, bills and
other receivable or loan receivable is considered uncollectible,
it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited to profit
or loss.

When an AFS financial asset is considered to be impaired,
cumulative gains or losses previously recognised in other
comprehensive income are reclassified to profit and loss in the
period in which the impairment takes place.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment l0ss on financial assets (Continuead)

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment losses was recognised, the
previously recognised impairment 10ss is reversed through profit
or loss to the extent that the carrying amount of the asset at
the date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been
recognised.

Impairment losses on AFS equity investments will not be
reversed through profit and loss.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

The Group's financial liabilities are classified into other financial
liabilities.
Other financial liabilities

Other financial liabilities including trade and other payables,
amount due to a director and promissory notes are subsequently
measured at amortised cost, using the effective interest method.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuead)
Financial liabilities and equity instruments (Continued)
Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
(including all fees and points paid or received that form as
integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the
financial liability, or, where appropriate, a shorter period, to the
net carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Company are
recognised at the proceeds received, net of direct issue costs.

Repurchase of the Company’'s own equity instruments is
recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.

Derecognition

A financial asset is derecognised only when the contractual
rights to the cash flows from the asset expire, or when it
transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity. If the
Group neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred
asset, the Group recognises its retain interest in the asset and an
associated liability for amounts it may have to pay.

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain or
loss that had been recognised in other comprehensive income
and accumulated in reserves is recognised in profit or 10ss.

A financial liability is derecognised when, and only when,
the Group’s obligations are discharged, cancelled or expire.
The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is
recognised in profit or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Impairment losses on tangible and intangible assets
with finite useful lives (other than goodwill set out in the
accounting policy of goodwill above)

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets with
finite useful lives to determine whether there is any indication
that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment
loss, if any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the
asset belongs.

Where a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual cash-
generating units, or otherwise they are allocated to the smallest
group of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset for which the estimates of future cash flows have not
been adjusted.

If the recoverable amount of an asset (or cash-generating unit)
is estimated to be less than its carrying amount, the carrying
amount of the asset (or cash-generating unit) is reduced to
its recoverable amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit) is increased to
the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss
been recognised for the asset (or cash-generating unit) in prior
years. A reversal of an impairment loss is recognised as income
immediately in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Fair value measurement

When measuring fair value except for the Group's leasing
transactions, net realisable value of inventories and value in
use of goodwill, property, plant and equipment, exploration
and evaluation assets and customer contracts for the purpose
of impairment assessment, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing the
asset or liability at the measurement date.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset
in its highest and best use.

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.
Specifically, the Group categorised the fair value measurements
into three levels, based on the characteristics of inputs, as follow:

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

Level 2 — Valuation techniques for which the lowest
level input that is significant to the fair value
measurement is directly or indirectly observable.

Level 3 — Valuation techniques for which the lowest

level input that is significant to the fair value
measurement is unobservable.

At the end of the reporting period, the Group determines
whether transfer occur between levels of the fair value
hierarchy for assets and liabilities which are measured at fair
value on recurring basis by reviewing their respective fair value
measurement.
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T—HENA=THIEFE

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group's accounting policies, which are
described in note 3, the directors of the Company are required
to make judgements, estimates and assumptions about the
amounts of assets, liabilities, revenue and expenses reported
and disclosures made in the consolidated financial statements.
The estimates and associated assumptions are based on
historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
on-going basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.

Critical judgements in applying accounting policies

The following is the critical judgement, apart from those involving
estimations (see below), that the directors of the Company
have made in the process of applying the Group's accounting
policies and that have the most significant effect on the amounts
recognised and disclosures made in the consolidated financial
Statements.

ownership of buildings

Despite the Group has paid the full purchase consideration as
detailed in note 16, formal titles of certain of the Group's rights to
the use of the buildings were not yet granted from the relevant
government authorities. Despite the fact that the Group has not
obtained the relevant legal title, the directors of the Company
determine to recognise these land and buildings on the ground
that they expect the legal titles being obtained in the future
should have no major difficulties and the Group is in substance
controlling these buildings. In the opinion of the directors of the
Company, the absence of formal title to these buildings does not
impair the value of the relevant assets to the Group.
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4.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty

The following are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end of
the reporting period, that have a significant risk of resulting in
a material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation
of the value in use of the cash-generating units (“CGUs") to which
goodwill has been allocated. The value in use calculation requires
the Group to estimate the future cash flows expected to arise
from the CGUs and a suitable discount rate in order to calculate
the present value. Where the actual future cash flows are less
than expected, a material impairment loss may arise. As at 30
June 2017, the carrying amount of goodwill was approximately
HK$1,655,000 (2016: HK$18,776,000), net of accumulated
impairment loss of approximately HK$21,802,000 (2016:
HK$31,024,000). Details of the recoverable amount calculation
are disclosed in note 17.

Impairment of property, plant and equipment and
customer contracts

Determining whether property, plant and equipment and
customer contracts are impaired requires an estimation of the
recoverable amounts of those assets determined based on the
higher of their fair values less costs of disposal and their value-
in-use calculations. The value-in-use calculation is prepared
on the basis of management's assumptions and estimates
taking into account the existing business expansion plan going
forward, the current sales orders on hand and other strategic
new business development. These calculations require the use of
estimates such as the future revenue and discount rates.
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4.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty (Continued)

Impairment of property, plant and equipment and
customer contracts (Continued)

As at 30 June 2017, the carrying amounts of property, plant
and equipment are approximately HK$44,560,000 (2016:
HK$46,311,000). An impairment loss of HK$29,987,000 had been
recognised in profit or loss during the year ended 30 June 2016
(2017 nil).

As at 30 June 2017, the carrying amounts of customer contracts
are approximately HK$164,851,000 (2016: HK$197,221,000). An
impairment loss of HK$95,368,000 had been recognised in profit
or loss during the year ended 30 June 2016 (2017: nil).

Impairment of trade, bills and other receivables and loan
receivables

The Group makes impairment loss based on an assessment
of the recoverability of trade, bills and other receivables
and loan receivables. Allowances are applied to trade, bills
and other receivables and loan receivables where events or
change in circumstances indicate that the balances may not
be collectible. The identification of doubtful debts requires
the use of judgement and estimates. In determining whether
impairment loss on receivables is required, the Group takes into
consideration the current creditworthiness, the past collection
history, age status and likelihood of collection. Specific allowance
is only made for receivables that are unlikely to be collected
and is recognised on the difference between the estimated
future cash flow expected to receive discounted using the
original effective interest rate and its carrying value. If the
financial conditions of the counterparties of the Group were to
deteriorate, resulting in an impairment of their ability to make
payments, additional allowance may be required.
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CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty (Continued)

Impairment of trade, bills and other receivables and loan
receivables (Continued)

As at 30 June 2017, the carrying amount of trade receivables is
approximately HK$124,244,000 (2016: HK$141,052,000), net of
accumulated impairment loss of nil (2016: HK$8,079,000).

As at 30 June 2017, the carrying amount of bills receivables
is approximately HK$26,816,000 (2016: HK$31,167,000). No
impairment was recognised on bills receivables during both
years.

As at 30 June 2017, the carrying amount of other receivables
is approximately HK$35,891,000 (2016: HK$43,506,000), net of
accumulated impairment loss of approximately HK$2,335,000
(2016: HK$2,335,000).

As at 30 June 2017, the carrying amount of loan receivables is
approximately HK$190,147,000 (2016: HK$117,279,000), net of
accumulated impairment loss of approximately HK$11,809,000
(2016: HK$9,634,000).

Impairment of amounts due from associates

The policy for impairment loss in respect of amounts due
from associates of the Group is based on the evaluation of
collectability and the estimation of future cash flows. The amount
of impairment loss is measured at the difference between the
carrying amount of the amounts due from associates and the
associates’ net equities. If the amount of the net equities is
negative, a material impairment loss may arise.

As at 30 June 2017, the carrying amount of amounts due
from associates is approximately HK$61,500,000 (2016:
HK$121,868,000), net of accumulated impairment loss of
approximately HK$120,000,000 (2016: HK$60,000,000).
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11,809,000/ 7T ( = Z — /X 4F : 9,634,000/%8
JT) ) e

BERBE L R SE2ZEE

B AR WA B 2 R R IR 2 BB R 1R 2 1K
B RBEAREEZFERRERERELZ
BEHES - BEERZ 28 AR 2 R F%
R REEREE QR 2 BRAFE 2 Z 8T
HemRAFRORAE A EHREAR
BEEE-

R-ZZE—tFRNA=1H BUBERRFHER
2 BRTE B 49 /361,500,000 7T (—F — /X4 :
121,868,000/ 70) (2 M R T RE & 8 4
120,000,000/ 7T ( =% — 7X 4F : 60,000,000/%8
JT)) e
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4.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty (Continued)
Impairment of available-for-sale investments

The policy for impairment loss in respect of available-for-sale
investments of the Group is based on any objective evidence of
the existence of any impairment on the investments as detailed
in note 20. The amount of impairment loss is measured at the
difference between the carrying amount of the available-for-sale
investments and their fair value.

As at 30 June 2017, the carrying amount of available-for-sale
investments is approximately HK$7,349,000 (2016: nil), net of
accumulated impairment loss of approximately HK$74,162,000
(2016: HK$23,600,000).

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to stakeholders through the optimisation
of the debt and equity balance. The Group’s overall strategy
remains unchanged from prior year.

The capital structure of the Group consists of net debt (which
includes trade and other payables, amount due to a director and
promissory notes net of cash and cash equivalents) and equity
attributable to owners of the Company (comprising issued share
capital and reserves).

The Group is not subject to any externally imposed capital
requirements.

The directors of the Company review the capital structure
regularly. As part of this review, the directors consider the cost of
capital and the risks associated with each class of capital. Based
on recommendations of the directors, the Group will balance its
overall capital structure through the payment of dividends, new
share issues and share buy-backs as well as the issue of new
debt or the redemption of existing debt.

4.

BEABHHERMATTHPERZEZEE
KR (&)

AATHPERZETERR (&)
R4 ERERE

AEEAHEHERE ZREBERRDERH
HNH 202 R E BB ERDRER E R T8 E
FoRBEBBRzZ 2RI HEEREZRE
BEREEZATFEZEAZZEFTE-

R-E—+FNA=Z+8 HEEREER
B4957,349,0008 7T (ZE—RF:E) (24
B 2518 B B 1B £974,162,0000 7T ( = Z — X
£ 123,600,000/ 7T ) ) °

EXEmEE

AEEERLAS AERAEEZ BBISA
SRR BB B R B
b B HES IR R - A E 7 B
CEGTIE RS R

AEBZERNGRERER IR (EEEES
KEMBENFTR BN —RESHASALRE
B (CHBRREMASEFEY) ) RARAHEE
ANEEBRE (BREBTERARER)

AEEBARMYEAIMNIEREARARRK

ARREFTERRNENEE - ERRFEP
—R EBEEEZREAZEAKALABRE
R BEREFRHEZEBER AKEKEB
IR RS, ~ BATR A A S8 [ B DA B 3R T3
ERRBEOREEY FEOEBREAEE-
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6. REVENUE 6. W=

Revenue represents revenue arising on sale of goods and WS B E B RIB ARG AT E £ 2 Wz (2
services rendered, net of sales related taxes, where applicable. MBRSEEMREHRIE  EA) - AEBRERHE
An analysis of the Group's revenue from continuing operations is BTG 2 Wam T nT
as follows:
2017 2016
—E—tF —E—RF
HK$'000 HK$'000
FEx FET
(Restated)
(g&E75)
Provision of coal mine construction REHEERERTRERE BRRERE
engineering, mechanical equipment VA B2 o xR Al 1 R 75
installation and coal production and
technical services 256,645 298,741
Trading of other mineral products EBEEMBEER 95,769 12,948
Interest income from money WEEB 2 FEBA
lending business 18,851 12,411
Provision of heating supply services IR RE RS 8,028 -
379,293 324,100

130 Silk Road Energy Services Group Limited
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7.

SEGMENT INFORMATION

Information reported to the directors of the Company, being the
chief operating decision maker, for the purposes of resource
allocation and assessment of segment performance focuses on
types of goods or services delivered or provided. The directors
of the Company have chosen to organise the Group around
differences in products and services. No operating segments
identified by the chief operating decision maker have been
aggregated in arriving at the reportable segments of the Group.

Specifically, the Group's reportable and operating segments
under HKFRS 8 are as follows:

. Coal mining services — Provision of coal mine construction
engineering, mechanical equipment installation and coal
production and technical services

° Other mineral products — Trading of other mineral products

. Money lending — Provision of money lending services in
Hong Kong

° Heating supply services — Provision of heating supply
services

Under HKFRS 8, an additional reportable segment under heating
supply services was identified during the year. Operating
segments regarding the advertising and public relations as
well as fluorite products were discontinued in the current year.
The segment information reported on the next pages does not
include any amounts for the discontinued operation, which are
described in more detail in note 11.

HRERSEMFEDBRAMAARTES
(AERZERRE) 2WNER FPRHAX
NEmEPTERERBHER - NRAREREE
EETRERNRBZZERMEZENEE LR
EARBEZAI 2B BK BREERRER
MZBED BRI EES -

LER REFEMHERELERIES  NEE
ZAI2RNEEDBMT

o RIEFIRRARTS —REURIEER TIZ B
AR 2 3R DA B R A E e B Al 1 AR 75
s HitEEM-—EEHMEEM®R

o ME-REFERERHEBERS

o RNHERG—IRHEASHERE

REBEEBPBRELERFES  AFEHR—IE
FIEH R 2|0 R AN HER - BREE
ERAAMEAERIEENERARFERR L
- TXNE2BZ A BEEMETBREEKL
REXBZENSR EZFBHANMEN -
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7.

132

~ For thﬁéﬁéé'enedﬁ June 2017
BE_T +HAA=TALTFE

SEGMENT INFORMATION (continued)

Segment revenues and results

The following is an analysis of the Group's revenues and results

by reportable and operating segments.

7. DEERH)
2B REM

U A B 2 B RSB U R
B2 D -

Continuing operations Segment revenues Segment results
BESEER PERE PEEE
2017 2016 2017 2016
“E-t% NS “E-t% —E-RF
HK$'000 HK$'000 HK$'000 HK$'000
THT THT Tz THT
(Restated) (Restated)
(&) (BE5)
Coal mining services BRRARRS 256,645 298,741 11,320 (50,706)
Other mineral products HiEED 95,769 12,948 (3,591) (7,218)
Money lending RE 18,851 12,411 16,200 9,610
Heating supply services RN ERSE 8,028 - (11,754) -
Total for continuing operations REREEBRE 379,293 324,100 12,175 (48,314)
Share of results of associates JEIREEE DRI EE (415) (82,018)
Gain on deemed dilution of RIEEERE RERE
investments in associates - 15,330
Investment and other income BEREMBA 15,783 31,357
Loss arising on change in BEEERBLTEEDMH
fair value of held-for-trading EEZEE
investments (48,958) (15,756)
Net gain on disposal of subsidiaries HEMB LR FhE - 43
Impairment loss recognised in respect of - 7 fEUREE & A RSB R 2
amounts due from associates REBE (60,000) (60,000)
Impairment loss recognised in RAMEEERERAZAESSE
respect of available-for-sale
investments (50,562) -
Gain on early redemption of RAERARER 2 W
promissory notes 892 -
Write back of promissory notes issued 2 317& 3 2T = 97,877
Finance costs B RS PR AR (8,131) (13,473)
Central administrative costs RRITHFAY (16,519) (32,498)
Loss before taxation BHABE (FELEXE)
(continuing operations) (155,735) (107,458)

Silk Road Energy Services Group Limited
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7.

SEGMENT INFORMATION (continued)
Segment revenues and results (Continued)

The accounting policies of the operating segments are the
same as the Group’s accounting policies described in note 3.
Segment results represent the profit (loss) incurred by each
segment without allocation of share of results of associates, gain
on deemed dilution of investments in associates, investment
and other income, loss arising on change in fair value of held-
for-trading investments, net gain on disposal of subsidiaries,
impairment 10ss recognised in respect of available-for-sale
investments, impairment loss recognised in respect of amounts
due from associates, gain on early redemption of promissory
notes, write back of promissory notes issued, finance costs and
central administrative costs. This is the measure reported to the
directors of the Company for the purposes of resource allocation
and performance assessment.

TEER (&)
DEWEREE (E)

BEDBZETBRREHFNW A2 AEEE
SRR N EEARBESEMELZE
M (E1R) - IR BCRE5 B ‘& R P 5648 ~ BF
e AN AIRE 2 W REREMBKA
FIFEBEREQFEEPEL 2EHE  HEH
Brmz e A E R EER ZRE
18 - B U 2 A R SRR Z BUERE -
REPBEOASRE WS BRITEAARERE
B BRARFRITHAZ W II2H T A
RAEEUREIEEREFERR 2T -
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 For the year ended 30 June 2017
BE-T tFAASHELEE

7. SEGMENT INFORMATION (continued) 7. 2EER(#)
Segment assets and liabilities PHEERERE
The following is an analysis of the Group's assets and liabilities RAIEMEEEDH2IcAEBEERARE
by reportable and operating segment. DITEAT o
2017 2016
—E—tF ZE—RF
HK$'000 HK$'000
FHExT FET
(Restated)
(rz&5)
Segment assets SHEEE
Continuing operations FFESEER
Coal mining service FETE R ER AR 75 384,288 425,926
Other mineral products HibiEE M 1,068 4,378
Money lending ME 191,018 117,280
Heating supply services HEERTE 48,862 -
Total segment assets BOKEEE 625,236 547,584
Assets relating to discontinued operation ~ BAR IFRLEE 2 BE = 37,416
Unallocated ROE 198,511 433,844
Consolidated assets RAEEE 823,747 1,018,844
Segment liabilities PEEE
Continuing operations RS ER
Coal mining service FETE B ER AR 75 73,322 81,054
Other mineral products H R E 1,550 1,294
Money lending WE 209 111
Heating supply services ) e RS 7,615 -
Total segment liabilities moRaf 82,696 82,459
Liabilities relating to ERIEEEEK BB
discontinued operation - 5,699
Unallocated ROE 162,450 213,357
Consolidated liabilities KEeEaE 245,146 301,515
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7. SEGMENT INFORMATION (continuea) 7. DEER(#)
Segment assets and liabilities (Continued) PEEEREE (F)
For the purposes of monitoring segment performances and BRERDERANDESERZER:

allocating resources between segments:

- All assets are allocated to reportable segments other - BRERPIREE(FTERRBELEHEBEEE -
than unallocated assets (mainly comprising deferred REFERR2RE AIHEERE  HE
tax assets, investments in associates, available-for-sale BERE  EUREEARFIERE THEM
investments, held-for-trading investments, amounts due EWFERRS MRS EEY) I TE
from associates and certain other receivables and cash BEANRTIZ2HDE -AEE SRS
and cash equivalents). Goodwill is allocated to segments as PIEE17FTai D58 &

described in note 17; and

- Al liabilities are allocated to operating segments other - BRAOEEBE(FEREELHERERE.
than unallocated liabilities (mainly comprising deferred FERTERIS - R A REBERE T HAMERNRK
tax liabilities, income tax payables, promissory notes and )N MBEREA K TREDH-

certain other payables).
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24 30 June 2017
NA=+HILERE

7. SEGMENT INFORMATION (continuec)

7. DEER (&)

Other segment information HihnEER
Continuing operations AR EER
Other mineral Heating supply
Coal mining service products Money lending services Unallocated Total
i3 GRS HtRER )i BORERE KR @
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
S8t “T-NF ZR-tE “F-RF Z¥-tF T ZB-tf -“T-RF Z¥-tF -FT-F ZB-tf -T-RF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fin FAL Fax FEL Fax FAL FHx FELT FHR FiL Fin FEL
(Restated)
(ge3))
Amounts included in the FAPERRRSEEEHEL
measure of segment profit
o loss or segment assets
Depreciation of property, 0% BEREERE
plant and equipment 5721 6292 493 463 15 - 1,016 - 80 89 7,325 6,844
Addition to non-current assets  RESFEBEE (M)
(note) 13,692 389,889 - 42 - 5 25,001 - - - 38,693 389,936
Loss on disposal of property, HENE BERREFE
plant and equipment 18 233 - 239 - - 1,075 - - - 1,093 2632
Amortisation of customer contracts & F & #1485 29,244 28,202 - - - - - - - - 29,244 28,202
Impairment loss recognised in HESREMERGERR
respect of trade and other REEE
receivables - 3401 - - - - - - - - - 3401
Impairment loss recognised in RERETEAZRERR
respect of loan receivables - - - - 2175 1986 - - - - 2175 1986
Impairment loss recognised in WEFANEZZRERR
respect of customer contracts - 95,368 - - - - - - - - - 95,368
Amounts regularly provided to EHEEREBRRERE
the chief operating decision ~ BRF AP BEHS
maker but not included in the 2 BEEHEZEE
measure of segment profit or
loss or segment assets
Investment in associates REERAZRE - - - - - - - - - 45 - 415
Impairment of available-forsale  FT4E H ERERE
investments - - - - - - - - 50,562 - 50,562 -
Bank interest income GO (40) (52) (25) (30) - - (140) - (5) ® (210) @7)
Other interest income HA IS WA - (661) - - - - - - - - - (661)
Share of results of associates EREBENTEE - - - - - - - - 45 82018 415 82018
Gain on deemed dilution of RERIBELARAZ NS
investments in associates - - - - - - - - - (15,330 - (15,330)
Finance costs BIsRA 549 275 - - - - - - 7,582 13,198 8,131 13473

Note: Non-current assets excluded those relating to discontinued operations and

excluded financial instruments and deferred tax assets.
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7. SEGMENT INFORMATION (continued) 7. oEER#E)
Geographical information i EE R
The Group's operations are located in Hong Kong and the AEBZREEDNRBEERPEAREMEA
Peoples Republic of China (“PRC"). ([HE]) -
The Group's revenue from continuing operations from external REEFECEEBRREINIE P 2R T)
customers is presented based on the location of the operation. RCEME R  BEANEEIERBEECE
Information about the Group's non-current assets is presented BB EMEE 27 -

based on the geographical locations of the assets.

Hong Kong The PRC Consolidated
Ee 3 RE
2017 2016 2017 2016 2017 2016
“E—tf ZZ-Rf ZE-t§f C—T—F ZE-tf ZT—RF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERT THET TAR THT TER FTET
(Restated)
(g=5))
Segment revenues PENE
Revenue from external customers REMNPEF 2 Wi 15,743 12,41 363,550 311,689 379,293 324,100
Non-current assets (note) FERBEE (M) 755 490 210,311 238,767 211,066 239,257
Note: Non-current assets excluded financial instruments and deferred tax assets. Wi ERBDEETRESRTIAREEHRBEAE:
Information about major customers FREXTEEZFHNEHR
Revenue from customers of the corresponding years BB ERAUNTEI0%Z RATF ZRER
contributing over 10% of the total revenue of the Group is as HEFEENT :
follows:
2017 2016
—E2—+tF A
HK$'000 HK$'000
FET FHET
Customer A2 BEPA 95,769 N/A3 71~ 38 Fa3
Customer B’ X B 79,507 69,173
Customer C’ EPC 72,748 70,688
Customer D XD 63,763 76,897
Customer E! =R N/AS i A3 60,438
1 Revenue from coal mining services segment ! R B R B AR TS 9 $E 2 W s
2 Revenue from other mineral products segment 2 R EEMIEE RS B W
3 The corresponding revenue did not contribute over 10% or more to the 3 BREEEEB 2 HBNERNSEBFEILEIGASE
Group's revenue from the continuing operations in the respective year W E510%3% A
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8. INVESTMENT AND OTHER INCOME 8. BERHMWA
2017 2016
—E—+tHF ZE-RF
HK$'000 HK$'000
FET FET
(Restated)
(g&E5)
Continuing operations BEKEXER
Interest income on bank deposits H|ITHE A EHLA 210 87
Gain on disposal of held-for-trading HEREEERE 2 e
investments 13,396 13,694
Script dividend income from FEEEREZUERREEA
held-for-trading investments - 16,409
Government grants (note a) BUF R (Mista) 741 -
Other interest income (note b) H A S WA (FizEb) = 661
Sundry income FEIFUA 1,436 500
15,783 31,351

(a) Government grants in respect of encouragement of expansion of enterprise
were recognised at the time the Group fulfilled the relevant granting criteria.

(b) Other interest income represented interest income received from an
independent third party for a loan principal of Renminbi (‘RMB") 15,000,000.
The loan was unsecured, bore fixed interest of 5% per annum and settled in

full during the year ended 30 June 2016.

@  EREBBCEBEAZBUNBE DN ASEZEBER
EI ISR R

)y HFBRAERLASAEARE(TARE])
15,000,0007C 2 B BB 5 = 7 WEE FI B A »
ZERBEER  RETFIRGFS%:E - WERE
BT AERNAZTHLEFEEYEE-

9. FINANCE COSTS 9. WMERAK
2017 2016
—E—+tF —E—RF
HK$'000 HK$'000
FHEx FHETT
Continuing operations BEREER

Interest expenses on bank borrowings RITEEMBAX - 13
Interest expenses on discounted bills AR ERF B A 549 262

Imputed interest on promissory notes FEER RS
(note 30) (Ff$3E30) 7,582 13,198
8,131 13,473
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10. INCOME TAX EXPENSE (CREDIT)

10. FREHiMAx< (%)

2017 2016
—E—+tHF ZE—RF
HK$'000 HK$'000
FHER FHT
(Restated)
(&%)
Continuing operations BEREER
Current tax: & EABIIA
Hong Kong Profits Tax BEFSH 504 2,122
PRC Enterprise Income Tax R FEFTSH 10,917 17,111
11,421 19,233
Deferred tax (note 31): EFEFIE (F1FE31)
Current year KFEE (7,566) (35,345)
3,855 (16,112)

()  Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profit for both years.

(i) Subsidiaries operating in the PRC are subject to PRC
Enterprise Income Tax at 25% for both years.

(i) Taxation arising in other jurisdictions is calculated at the
rates prevailing in the relevant jurisdictions.

() FBBRNEHRIIZMEFE 2 ERK
i M 2 16.5%: &

() REBLEEZHELARREFEAMN
9125%H) R B4 AT L

(i) HEMEDEEERELZHIEIREARBA
EREBZBRITHEGE -
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10. INCOME TAX EXPENSE (CREDIT) (continued)

10. FiEBiFAx (ER) (&)

The income tax expenses (credit) for the year can be reconciled REEZHEHAL (Ha)H Bakz
to the loss before taxation per the consolidated statement of PRELATE R < HERINT -
profit or loss as follows:
2017 2016
—E—tHF —E-RF
HK$'000 HK$'000
FET FHET
(Restated)
(&%)
Loss before taxation BRI ATE IR
(from continuing operations) (REFELEER) (155,735) (107,458)
Tax at Hong Kong profits tax rate of 16.5% &% /& F| 135 & 16.5%
(2016: 16.5%) (ZE—RF:165%) s TERFIE (25,696) (17,731)
Tax effect of income not taxable BARBBRANT B2
for tax purpose (147) (21,403)
Tax effect of expenses not deductible IR BB E
for tax purpose 12,507 9,445
Tax effect of tax losses not recognised RERHEBEENH SR 17,373 3,317
Utilisation of tax loss not recognised FARERZ BIEEE (205) (186)
Tax effect of share of results of associates  E(LEF & AR EE N IEZE 68 13,533
Effect of different tax rates of the group REBAINEERE R EESE
entities operating in jurisdictions other ERTRANENZE
than Hong Kong (45) (3,087)
Income tax expenses (credit) for the year ~ AREZ A (H %)
(relating to continuing operations) (BB EEER) 3,855 (16,112)
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11. DISCONTINUED OPERATIONS

During the year ended 30 June 2017, the Group entered into
several sale and purchase agreements to the following disposal
of equity interests of subsidiaries:

(i) Disposal of PR ASIA and discontinued operation of
advertising and public relations services

The Group has disposed of its 60% equity interest in PR
ASIA Investment Holdings Limited and its subsidiaries (“PR
ASIA"), which carried out the Group's entire advertising and
public relations services operation, to an independent third
party by cash consideration of HK$36,300,000. The disposal
was completed in November 2016, on which date control
of the advertising and public relations operation passed to
the acquirer. Details of the assets and liabilities disposed
of, and the calculation of the profit or loss on disposal,
were disclosed in note 39. As the provision of advertising
and public relations services is considered as a separate
major line of business, it is accounted for as a discontinued
operation.

(ii) Disposal of Sino-Mongolia and discontinued
operation of processing and trading of fluorite
products

The Group has disposed of its 100% equity interest in Sino-
Mongolia Fluorspar Mining Co., Limited and its subsidiaries
(“Sino-Mongolia”), which carried out the Group’s entire
processing and trading of fluorite products operation,
to an independent third party by cash consideration of
RMB9,500,000 (equivalent to HK$10,714,000). The disposal
was completed in May 2017, on which date control of
the processing and trading of fluorite products operation
passed to the acquirer. Details of the assets and liabilities
disposed of, and the calculation of the profit or loss on
disposal, were disclosed in note 39. As the processing and
trading of fluorite products is considered as a separate
major line of business, it is accounted for as a discontinued
operation.

The results of the above major lines of business included in
the loss for the year were set out below. The comparative
financial information for the year ended 30 June 2016 has
been reclassified to conform with current year presentation
in accordance with HKFRS 5 “Non-Current Assets Held for
Sale and Discontinued Operations”.

11.

ERIEEEER

WRE-F—tE~ASTAILER F%E
HuETEERS HETHREAT 2R
#

(i) HEPRASIARERILESER QMRS
ES

REFEDA—RBILEZHFHEELRPR
ASIA Investment Holdings Limited Kz £ Fff
BAF([PRASIA]) (HBREZELRE
EEREES R ABREER) F60%
#E - IR & (B A&36,300,000/8 T 0 5% 1 &
RZE—AF+—AZK MESRAH
EBZEHEAENEBEEEWRES -
BHRCBHEEERABZHBRREE
K8 2 sT 2 EBRMIEEI - ARES
RRBRBRERRE—EEYNES
¥ AUHEARBERIEEER-

(i) HETERERLENTIEEREEZR
EmEK

AREBBR—RBIUEZHHEERF
SENBEERARKEMBAR (4
R (EaELBEALEERENTE
BREE®OERER)F100%IHE -
/& KB A AR9,500,0007T (FHE %
10,714,000 L) ciZ M EE R =T —+
FHATK MINTERENEELAER
ERZIEHREAERNE BEEEREES -
EHEHEEERBEZLFBRREE
BriB s 2 ST = HE BRI FE39 - A N
THREREBELEAEMHERAE BB
MEZER AEARASDRILEEE
?r%o

FARFEEERZ DR BEBNES
N T -BE-_T—RFERA=THL
FEZALBRPBEERCREETBYE
WEEMNEST [FHIFLEZFRBEE
RERIERD ] BHDER UHEERNF
B2 e
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11. DISCONTINUED OPERATIONS (continuea)

142

Result for the year from discontinued operation

Year ended 30 June 2017

11.

BRIEKEER (&)
AEERBOCRIEEEEB I EE
BE-ZSE—tEXNA=Z1THLEE

Advertising
and
public Fluorite
relations products Total
BEERA BAEM Mt
HK$'000 HK$'000 HK$'000
FExT FExT FBT
Revenue Wz 19,930 418 20,348
Cost of sales SHE AR (4,000) (1,267) (5,267)
Gross profit EH 15,930 (849) 15,081
Investment and other income "B REABIRA 2 32 34
Administrative expenses TRER (8,308) (450) (8,758)
Other operating expenses HingEE R (192) (5,391) (5,583)
Profit before taxation B B4 B8 7,432 (6,658) 774
Income tax expense Frisfimx (1,085) - (1,085)
6,347 (6,658) (311)
Gain on disposal of operation B ER 2 W
(note 39) (FH15E39) 16,614 3,464 20,078
Profit for the year from REERBERIEKEEER
discontinued operations wmA (RRBHEA ARENL)
(attributable to owners of
the Company) 22,961 (3,194) 19,767
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11. DISCONTINUED OPERATIONS (continuea)

T—HENA=THIEFE

Result for the year from discontinued operation

11. BERLEREER (&)

AFEERACKRIEREXB 2 EE (F)

(Continued)
Year ended 30 June 2016 BE_Z—XNENAZTAHLEE
Advertising
and
public Fluorite
relations products Total
BERARE B E BT
HK$'000 HK$'000 HK$'000
FHET FET FHET
Revenue Wz 41,216 1,311 42,527
Cost of sales $HE P AR (18,738) (1,542) (20,280)
Gross profit EF 22,478 (231) 22,247
Investment and other income "B RE MR A 18 4 22
Administrative expenses THER (8,611) (1,956) (10,567)
Impairment loss recognised HE S L HMEWKIBEER 2
in respect of trade and other VEREYEi=!
receivables (1,036) - (1,036)
Impairment loss recognised MEFERRZRERE
in respect of inventories - 6,419) (6,419)
Impairment loss recognised MYE - BERREERZ
in respect of property, BEEE
plant and equipment - (29,987) (29,987)
Impairment loss recognised in PR R EEER
respect of exploration and BB EE
evaluation assets - (1,190) (1,190)
Other operating expenses HmEESER (1,737) (6,413) (8,150)
Profit (loss) before taxation BrELATE ) (E518) 11,112 (46,192) (35,080)
Income tax expense FISBiFAX (1,879) - (1,879)
Profit (loss) for the year from ARFEERBEKRIELE
discontinued operations ¥%2mF (BE)
(attributable to owners of (RRRHEB AER)
the Company) 9,233 (46, 192) (36,959)

Annual Report 2017 143
20175 =k



% fended 30 une 2017

B L EARStEILEE

11. DISCONTINUED OPERATIONS (continuea)

Profit/loss for the year from discontinued operations

included the following:

Year ended 30 June 2017

11.

ERIEREXR (&)
FEEREEREKEXK BN BHEEE

LTIER:

BE-Z—tFRNAZTHLFE

Advertising
and
public Fluorite
relations products Total
BERAD BAREM Mt
HK$'000 HK$'000 HK$'000
FEx FET FERT
Employee benefits expense EERAMRXZ
Other staff's retirement benefits HEMBETZ
scheme contributions RRIEFIET S50 231 - 231
Other staff's welfare EMmE TEA 6,117 159 6,276
6,348 159 6,507
Auditor’s remuneration % BLAT Bl & 120 100 220
Depreciation of property, Wz WEREETE
plant and equipment 43 901 944
Net foreign exchange loss SNEEIEFE - 5,139 5,139
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For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

11. DISCONTINUED OPERATIONS (continuea) 1. ERLEEXEK (&)
Profit/loss for the year from discontinued operations FAEERECRIEREEEE BN HiEERE
included the following: (Continued) NTNEB (&)
Year ended 30 June 2016 HE_Z—XFNAZ=Z+HLEE
Advertising
and
public Fluorite
relations products Total
= SN ®AEm w@Et
HK$'000 HK$'000 HK$'000
FHET FET FHET
Employee benefits expense EERAMXZ
Other staff's retirement benefits EMBETZ
scheme contributions RREFEH B 650 - 650
Other staff's welfare EMmE TEA 11,539 1,411 12,950
12,189 1,411 13,600
Auditor's remuneration ZEEN N & 120 100 220
Depreciation of property, Y- BB REETE
plant and equipment 444 2,285 2,729
Net foreign exchange loss HNEE BT 1R FHE - 3,443 3,443
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11. DISCONTINUED OPERATIONS (continuea)

Cash flows from discontinued operations

Year ended 30 June 2017

11.

BRIEKEER (&)
ERIEREEBBEESRE
BE-ZSE—tEXNA=Z1THLEE

Advertising
and
public Fluorite
relations products Total
BEERA BOEM £
HK$'000 HK$'000 HK$'000
F&T F&T FHET
Net cash inflows (outflows) LEEEIRESRA
from operating activities ) F58 1,441 (7,559) (6,118)
Net cash outflows from WEEBIR SR FE
investing activities (66) (1,176) (1,242)
Net cash inflows from BEEFHESRAFE
financing activities - 8,422 8,422
Net cash inflows (outflows) BEmA Rt F58 1,375 (313) 1,062
Year ended 30 June 2016 HE-_Z—X"FANA=ZTHILFE
Advertising
and
public Fluorite
relations products Total
=g SN BAEm st
HK$'000 HK$'000 HK$'000
FET FHET FHET
Net cash outflows from e EBNIR S F R
operating activities (14,961) (13,920) (28,881)
Net cash outflows from REFEFRESMAFEE
investing activities (94) (5,833) (5,927)
Net cash inflows from BEEEIRRAFRE
financing activities - 19,163 19,163
Net cash outflows RE ML FE (15,055) (590) (15,645)
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For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

12. LOSS FOR THE YEAR FROM CONTINUING

12. AFEEREBACEXRZ 2BR

OPERATIONS
2017 2016
—EB—+tF ZE—RF
HK$'000 HK$'000
FHET FHETT
(Restated)
(&%)
Loss for the year from continuing AEEREFELEER 2EE
operations has been arrived at Bk (5t A) T3IIEE :
after charging (crediting):
Employee benefit expense: EERAMASL:
Directors’ emoluments (note 13) EEES (KI5E13) 5,374 4,821
Other staff's salaries and allowances Hi B TH& &£ 108,109 115,430
Other staff's retirement benefits E b B TRREFIFTEIH K
scheme contributions 6,329 7,075
Other staff's welfare HETEF 1,271 1,620
Total employee benefits expense EERABRZ 121,083 128,946
Auditor's remuneration ZERT BN & 1,060 960
Depreciation of property, Wz WENMEEITE
plant and equipment 7,325 6,844
Loss on disposal of property, HEME MEELZE BB
plant and equipment 1,093 2,632
Net foreign exchange (gain) loss SNEE (Y ) B 1EFE (168) 1,677
Share of tax of associates (included in JE(REEE N a2 BiIR
share of results of associates) (BERELBENRZEE) - (12,378)
Operating lease rentals in respect of HERAZE2RKEHERS
rented premises 6,728 6,809
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BE-T +EAA=TAILEE

13. DIRECTORS’ AND CHIEF EXECUTIVE'S

EMOLUMENTS

té

y

d Financial Sta

The emoluments paid or payable to each of the 10 (2016: 17)
directors and the chief executive were as follows:

For the year ended 30 June 2017

13. EEREFETHRAEME

BE-ZSE—tEXA=1THLEE

HEBEEMNSEMIOE (ZE—RE:178)EF
REBITBRABHNMESIT

Executive Directors Independent non-executive directors
HES BUFHTES
Mr. Chen Mr. Zhou,
Youhua Francis
(Chief Bingrong
Executive (Vice Mr. Hu Mr. Yan Ms.Wong Na M. Feng
Mr. Cai Da Officer ~ MrLiWai MrliuBaoyu Chairman)  Zhixiong  Shengxian  MrWang Na Jibei
(Chairman) ~ ("CEQ")) Hung  (note (i)  (note(i)  (note(iii)  (note(iv)  zhixiang  (note(vi) (note (vii) Total
RkErs BAKRLE
BERE  (TRER) AREEE  (FER) WEEEE REERE AWBat EEELL
(ZR) (FR@R)) Z@8%E (R0 (W) (FR6)  (FEG)  ISEEE  OFEM) (K& &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HKS'000
Tn T Tz Tz Tz Tz Tz Tz TER ThR T
Emoluments paid or receivable BHALEEALTS
in respect of a person’s EWBAFAZESAR
services as a director, EXfBEfzHE
whether of the Company or
its subsidiary undertaking
Fees ik o o o o o = 7 60 60 53 180
Other emoluments Hiple
Salaries and other benefits HEREMEA 1,040 1,240 262 300 1,281 1,040 - - - - 5,163
Contributions to retirement BUCTIRE o
Denefits schemes - - 13 - 18 - - - - - 3
Total emoluments i 1,040 1,240 275 300 1,299 1,040 7 60 60 53 5374
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For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

13. DIRECTORS' AND CHIEF EXECUTIVE'S 13. EERFETHAEME ()
EMOLUMENTS (continued)
For the year ended 30 June 2016 HE_Z—REA=THILFE
Executive Directors
BEs
Mr. Zhou,
Francis
Mr.Chen Bingrong
Mr. Cai Da MrGuo  Mr Johnny Mr.An Mr. Chen Youhua Mr-Migo — Mr. Liwai M. Liu (Vice MrHU
(Chairman) Xiang Huang Fengeun Liang (CEO) Tignfu Hung Baoyu  Chairman) Zhixiong
(note (i)~ (ote(xl)  (note (ix) (note (x) (note (x) (note (i) (note (i)~ (note (i)
BERE RRERE RkE%E
(ZR)  PA%E EXExE REREE Rkt (GRER) ERREE ZEEEE ARERE (BFR) WEERE
(Bsreiin)  OWE)  (EX)  (BEK) (HE0) (WsE0)  (WsEG)  (Mskan)

HKS 000 HKS 000 HKS 000 HKS'000 HKS'000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000
TER TR FiEn TR TiEn TiEn FiEn Fin TR TR TER

Emoluments paid or receivable BZA L EEAL T,
in respect of a person’s EWBARAZESHA
services as a director, EXfaEf 2 Me
whether of the Company or

its subsidiary undertaking
Fees we - - - - - - - - - - -
Other emoluments Eftfie
Salaries and other benefits FeRAMEN 1,040 195 351 - 186 910 - 257 73 38 1,020
Contributions to retirement RIVERI R
benefits schemes - - - - 9 - - 13 - 6 8
Emoluments paid or REZRHEHEEBAN AR

receivable in respect of ) S
director's other services BRME RS

in connection with the MEEXRAAES 2 ME
management of the affairs  (Ht3E(v))

of the Company or its

subsidiary undertaking
(note (v))
Salaries and other benefits EeREMET - 169 - - - - - - - - _
Contributions to retirement RIVERIH IR
benefits schemes - 13 - - - - - - - - -
Total emoluments EMe 1,040 377 351 - 195 910 - 20 73 374 1,028
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13. DIRECTORS’ AND CHIEF EXECUTIVE'S
EMOLUMENTS (continuea)

For the year ended 30 June 2016 (Continuead)

EERFETHRAEME (@)

HE_ZT-REA=THLFE#

Independent non-executive directors

BUNTES
Mr. Chi Chi Hung, Mr. Yan Mr. Wang Ms. Wong
Kenneth Shengxian Mr. Tang Qing Zhixiang Na Na Ms. Feng Jibei Total
(note (xil) (note (v)) (note (xii)) (note (vi) (note (vii)
EHERE BEERE BERT THERAE i BEERL At
(Fir3E( ) G (B (Fit3EW)) (Fi3Ei)
HKS'000 HK$'000 HK$'000 HK$'000 HKS'000 HKS'000 HKS'000
Fi#n Fitn Fitn T T Fin Fin
Emoluments paid or receivablein ~ REALEEAATH
respect of a person's servicesas  HHBAAZESMA
a director, whether of the EESTES Ll
Company or its subsidiary
undertaking
Fees g 2 60 il 60 49 - 203
Other emoluments Hife
Salaries and other benefits FeRHEMERN - - - - - - 4,400
Contributions to retirement RIRERE RN
benefits schemes - - - - - - 36
Emoluments paid or receivable RESRMUREBANAY
in respect of director's other G INCES
services in connection with the ~ BBMEMRHE
management of the affairs of MEXHREN ZHE
the Company or its subsidiary (HEE(v))
undertaking (note (v))
Salaries and other benefits HEREMER - - - - - - 169
Contributions to retirement BIVERE B
benefits schemes - - - - - - 13
Total emoluments el 23 60 1 60 19 - 4,821
Notes: B 5 -

(0] Appointed on 18 May 2016
(i) Appointed on 11 March 2016
(iif) Appointed on 28 August 2015
(iv) Resigned on 16 August 2016

V) The emoluments represent emoluments paid to Mr. Guo Xiang in connection
with management of the affairs of a subsidiary.

(vi) Appointed on 9 September 2015
(vii)  Appointed on 16 August 2016

(viiy  Appointed on 7 August 2015 and resigned on 18 May 2016.

(i) Resigned on 14 August 2015

() Resigned on 11 March 2016

(xi) Resigned on 28 August 2015

(xii)  Retired on 18 November 2015

(xiii)  Resigned on 9 September 2015

Neither the chief executive nor any of the directors waived any emoluments during

the year (2016: nil).
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For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

14. EMPLOYEES' EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, four (2016: three) were directors of the Company whose

14. EEM<E
AEBRNES

e ALH Bz (ZF—X

F =) RARRES (FFZMER EXH

emoluments are included in the disclosures in note 13 above. FEISHEE) oS T AT (ZZE—RF : WL
The emoluments of the remaining one individual (2016: two AT)zBl&mT:
individuals) were as follows:
2017 2016
—E—+tHF —E—REF
HK$'000 HK$'000
FET FHET
Salaries and other benefits e kEMET 910 1,952
Contributions to retirement RKEF T B R
benefits scheme 18 36
928 1,988
Their emoluments were within the following bands BELHNEFTBENEELLNT
2017 2016
—E—+tF —E—RF
Number of Number of
individuals individuals
AE ANEX
Nil to HK$1,000,000 = %1,000,000/% 7T 1 2

During both years, no emoluments were paid by the Group to
any of the directors or the five highest paid individuals (including
directors and employees) as an inducement to join or upon

joining the Group or as compensation for loss of office.

MEFERN AEEYERTAESHZIA
EEME AL (BRESFREER) XNMEE
AT S| EANA SR BN AR £2 B By ) 22 R X A

REREZHE-
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B L EARStEILEE

15. (LOSS) EARNINGS PER SHARE

From continuing and discontinued operations

The calculation of the basic and diluted loss per share
attributable to owners of the Company is based on the following

15. BR (BR) &R

REFACSEXBRORIEEEXER

ADTVA A SRR R B8 T
THEEE

data:
2017 2016
—E—+tHF —E—RF
HK$'000 HK$'000
FHET FHET
Loss BB
Loss for the purpose of basic and diluted — FFEERRER K EEEIBATH 2 BB
loss per share (for the year attributable (RRABIHE ABIEARFEEE)
to owners of the Company) (140,228) (130,043)
Number of Number of
shares shares
R4 & E It # B
‘000 ‘000
T FR%
Number of shares B4 EE
Weighted average number of ordinary ATESREANEBESEMAZ
shares for the purpose of basic and I3 AR N I &L
diluted loss per share 6,857,681 6,015,465

Diluted loss per share was the same as the basic loss per share
as there were no potential dilutive ordinary shares outstanding
during the year ended 30 June 2016 and 2017.
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For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

15. (LOSS) EARNINGS PER SHARE (continued) 15. B (58 BRI (&)
From continuing operations REFERSEXEL
The calculation of the basic and diluted loss per share from AARHEABEREFELEER 2 ERE
continuing operations attributable to owners of the Company is ARESHEE B DR TE8IRRTE

based on the following data:

2017 2016
—E—+tF —E—RF
HK$'000 HK$'000
FHET T
(Restated)
(F& &%)
Loss BB
Loss for the year attributable to RAEHER NEIRAREEEE
owners of the Company (140,228) (130,043)
Less: profit for the year from B AFEREERIELEEK .
discontinued operation pil (17,082) 36,959
Loss for the purpose of basic and HERARELEEB 2 RERR
diluted loss per share from EHSEMACEE
continuing operations (157,310) (93,084)
The denominators used are same as those detailed above for FrRS 88 EXGF ARG EERERREE
both basic and diluted loss per share. BB E AR -
Diluted loss per share was the same as the basic loss per share HREE—ZTE—R"FE_T—+tFA=1H
as there were no potential dilutive ordinary shares outstanding IFFEMERTENBESEL @A AL
during the year ended 30 June 2016 and 2017. B EEEHEGREKNBERR-
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15. (LOSS) EARNINGS PER SHARE (continued) 15. B8R (BR) B (#)
From discontinued operation RECRIEREEK
The calculation of the basic and diluted earnings per share from RRGIREACKIEE R 2 GIRARREE
discontinued operation of the Company is based on the following BF TR T 8UERT & -
data:
2017 2016
—E—+tF ZE—RF
HK$'000 HK$'000
FET FET
(Restated)
(g&E5))
Earnings (loss) BF (FEi8)
Profit (loss) for the purpose of basic and FTEREERIEREER 2
diluted earnings per share SRERNREERFIMAZ 55
from discontinued operation (BE) 17,082 (36,959)
Number of Number of
shares shares
R & E & 15 8B
‘000 ‘000
T B T &
Weighted average number of TESRERAREERNMAZ
ordinary shares for the purpose of basic ¥ @AX AN F 15 81
and of diluted earnings per share 6,857,681 6,015,465
Diluted earnings per share was the same as the basic earnings HREE T —A"FER_E—tFHA="TH
per share as there were no potential dilutive ordinary shares HFEMERTENBEEE ST AR it
outstanding during the year ended 30 June 2016 and 2017. RSB EGREARZF AR -
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For the year ended 30 June 2017
E-E—tFA=THIESFE

16. PROPERTY, PLANT AND EQUIPMENT 16. V1% BERRHE

Office
equipment,
Land and Plants and Leasehold furniture and Motor
buildings machineries  improvements fixtures vehicles Total
BOERE:
T RET T R e % HAREE#E RE Bt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHL FAL FAT FHT
Cost BA
At 1uly 2015 RZZ-HF+A—H 939 41,704 4,799 3483 778 51,703
Acquisition of subsidiaries WERBAR 2,285 24,497 - 9% - 26,880
Additions HE 6910 20,178 - 158 312 27,558
Disposal/write off e/ - 793 (3143) (304) (31 ,271)
Disposal of subsidiaries HEHBAR - - - (83) - (53)
Exchange realignment BN HE (224) (8,095) (122) (179 (106) (8,726)
At 30 June 2016 and 1 July 2017 RZZ-A"EAAZTHER
“T—+%tA—H 9910 77491 1,534 3203 953 93,091
Acquisition of subsidiaries YR B AR - 20,965 - - - 20,965
Additions HE - 15213 1,073 483 959 17,728
Disposal/write off e/ - (21.421) (147) (231) - (21,799)
Disposal of subsidiaries HEHBAR (5,174) (28,366) (1,387) (1,786) (768) (37,481)
Transfer to disposal group classified BRENEAAHERRE
as held for sale HEEE - (3572) (955) (270) (89) (4,836)
Exchange realignment I 5 3% (1,298) (7,316) (67) 7 (183) (8,941)
At 30 June 2017 RZZ—+F~A=1H 3438 52,994 51 1,322 872 58,677
Accumulated depreciation RAHERAE
and impairment
A 30 June 2015 and 1 July 2015 R-E-EEXA=HAER
“F-HF¥+A-A a4 3772 1,640 2,334 209 7999
Depreciation provided for the year AEEHEZNE 316 8,005 611 535 106 9573
Impairment loss recognised REZEAERZRERE
in profit or loss 1,231 28,200 - 197 359 29,987
Eliminated on disposal/write off W& /B £ 35 - (84) (743) (80) (31 (938)
Eliminated on disposal of subsidiaries 74 1 i 8 /3 &) s 1 8 - - - (34) - (34)
Exchange realignment EHAZ 17 252 (16) (61) 1 193
At 30 June 2016 and 1 July 2016 ﬁé‘? NEARZTHER
—T-x%tA-A 1,608 40,145 1,492 2,891 644 46,780
Depreciation provided for the year REEHEZNE 413 7214 64 273 305 8,269
Eliminated on disposal/write off W& /e 45 - - (88) (185) - (@273)
Eliminated on disposal of subsidiaries 14 i\ I B 7 51K 1 8 (1,341) (28,141) (1.373) (1,641) (664) (33,160)
Transfer o disposal group classified BRENEREHEREE
as held for sale HERE - - (83) (168) (14) (265)
Exchange realignment 5% (282) (6,746) [v) 75 (129 (7,234)
At 30 June 2017 R-E—+F~A=1H 398 12,472 10 1,095 142 14117
Carrying amounts REE
At 30 June 2017 RZE—+&F~A=TH 3,040 40,522 4 227 730 44,560
At 30 June 2016 RZE-R"E~A=TH 8,302 37,346 42 312 309 46,311
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 BE-T LEAASTALER

16. PROPERTY, PLANT AND EQUIPMENT

(Continued)

The above items of property, plant and equipment are
depreciated on a straight-line basis at the following rates per
annum:

Land and buildings 5%
Plants and machineries 5%
Leasehold improvements 20% or over the
relevant lease terms,

which is shorter

Office equipment, furniture and fixtures 20% — 40%
Motor vehicles 25%

As at 30 June 2017, the Group has not been granted the
certificates of ownership for certain buildings with carrying
values of approximately HK$3,040,000 (2016: HK$3,294,000) from
the relevant PRC government authorities. In the opinion of the
directors of the Company, the absence of formal title to these
properties does not impair their values to the Group as the
Group has paid in full purchase consideration of these buildings
and the probability of being evicted on the ground of an absence
of formal title is remote.

During the year ended 30 June 2016, the fluorite product
segment has reported continuing losses and its future
profitability remains uncertain giving rise to an indication that
the value of the Groups' property, plant and equipment may
be impaired. The Group assessed the recoverable amounts
of property, plant and equipment and as a result the carrying
amounts of property, plant and equipment were written down
by approximately HK$29,987,000. The estimates of recoverable
amounts of property, plant and equipment were based on the
respective assets’ fair value less costs of disposal. The fair
values less costs of disposal were determined according to the
valuation performed by LCH (Asia-Pacific) Surveyors Limited,
an independent firm of surveyors, using market approach. The
market approach has taken into account (i) recent sales price
of similar assets within the same industry, adjusting differences
such as condition and timing of transaction. During the year
ended 30 June 2017, this segment was disposed of, as detailed in
note 11.
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For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

17. GOODWILL 17. BE
HK$'000
FHET
Cost 5%
At 1July 2015 RZZE—RF+H—H 48,526
Arising on acquisition of subsidiaries (note 37) ke WENE AR ZAS (M5E37) 1,833
Exchange realignment ME 5, 78 B (559)
At 30 June 2016 and 1 July 2016 RZE—RERA=THEK
—FT—-RFtHA—H 49,800
Derecognition on disposal of subsidiaries R E B A R EUEER (K15E39)

(note 39) (48,086)
Exchange realignment b WA (59)
At 30 June 2017 RZE—tEFH=1H 1,655
Accumulated impairment losses At REESE
At 1July 2015 R-ZZE—RFEA—H 24,213
Impairment loss recognised for the year AFEEHRZBEEE 6,994
Exchange realignment ME 5 78 (183)
At 30 June 2016 and 1 July 2016 RZZE—REXA=THK

—E-R"F+H—H 31,024
Derecognition on disposal of subsidiaries A 6 B /8 =) B OB RERR. (PR EE39)

(note 39) (31,024)
At 30 June 2017 WZZE—+FA=1H -
Carrying amounts REE
At 30 June 2017 R-ZE—+FA=+H 1,655
At 30 June 2016 MZZE—XRERA=1H 18,776
Goodwill with cost of HK$26,262,000 was allocated to the PR RZZT—RNFRAZTH KA E26,262,0007
ASIA Consultants Limited ("PR Asia Consultants”) which is T EEWHETFTEMABEAERLQR ([Z2M
engaged in the provision of public relations services as at 30 D)) BEREREAERBEB - BE_T
June 2016. During the year ended 30 June 2017, such goodwill +FANAZTHLEFE BEEBEREER
was derecognised upon disposal of as detailed notes 11 and 39. BUBHERR  FEIBE A M 511539 o
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17. GOODWILL (continued)

Goodwill with cost of approximately Mongolian Tugrik (“MNT")
5,527,603,000, equivalent to approximately HK$21,824,000 (2015:
MNT5,527,603,000, equivalent to approximately HK$22,264,000)
was allocated to the Sino-Mongolia Fluorspar Mining Co., Limited
and its subsidiary (“Sino-Mongolia Group”) which is principally
engaged in the processing and trading of fluorite products
segment as at 30 June 2016. During the year ended 30 June
2017, such goodwill was derecognised upon disposal of as
detailed notes 11 and 39.

Goodwill with cost of approximately RMB1,468,000 (equivalent
to approximately HK$1,655,000) was allocated to the Everbest
Return Limited and its subsidiary (“Everbest Return Group”)
which are principally engaged in the coal mining service segment
as at 30 June 2016 and 2017.

The carrying amounts of goodwill (net of accumulated
impairment losses) as at 30 June 2017 allocated to these units
are as follows:

d Financial Sta

17. BE(£)

FR R A5 #95,527,603,0005 5 EI& B ([5G E
MER]) (HEMN#A21,824,00087L) (=F
— R4 :5,527,603,0005 5 BIE 25 - lHERL
22,264,000/ 70 ) 2 B E S EEEF R E AR
ERARKREMBRAR ([FEEE])  HR=
T RNFANAZTEEERELAERNTE
BREBEEE S - BHE-_ZT—+tF A=
AEFE FERERNEREUEER #18
A 11839 ©

A AL ANRE,468,000T (BERLY
1,655,000/ 7T ) 2 & E o B £Everbest
Return Limited & E 82 &) ([Everbest Return
£@]) ER T RNER_T—+FXA
T+HETEREEBEHERSE DI -

R-FB—tFA=TRZEEKREE(EH
R 2FHRERER) DR TR EFEMMT

2017 2016
—E—tF ZE—RF
HK$'000 HK$'000
FHExT FHT
Coal mining service FAE B ER AR % — Everbest Return£E &
- Everbest Return Group 1,655 1,714
Advertising and public relations =y SN RN N
— PR Asia Consultants - 17,062
Fluorite products BRAER-TEREHE
- Sino-Mongolia Group - -
1,655 18,776
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T—HENA=THIEFE

GOODWILL (continued)

PR Asia Consultants
Year ended 30 June 2016

The recoverable amount of the CGU was determined based on
a value-in-use calculation using cash flow projections based
on financial budgets covering a five-year period approved by
the management. Cash flows beyond the five-year period are
extrapolated using a growth rate of 3%. The cash flow projection
is discounted at pre-tax discount rate of 17.67% per annum
which reflects the specific risks relating to this CGU.

The key assumptions for the value-in-use calculation are
those regarding the discount rates, the budgeted revenue and
budgeted expenses during the forecast periods, which are
determined by management based on past performance and
managements’ expectations for the market development.

The impairment testing was carried out by management based
on the value-in-use calculations and with reference to an
independent professional valuation. The cash flow projections for
this CGU was prepared and projected based on the actual latest
financial information of PR Asia Consultants. For the years ended
30 June 2016 and 30 June 2017, as the recoverable amount
of this CGU determined is higher than the carrying amount of
this CGU, the Group does not recognise any impairment loss in
respect of the goodwill for both years.

Sino-Mongolia Group
Year ended 30 June 2016

The Sino-Mongolia Group has reported continuing losses and its
future profitability remains uncertain giving rise to an indication
that the value of relevant goodwill may be impaired. The
directors of the Company have performed a simple estimation
of the value-in-use of the Sino-Mongolia Group assuming
that the production of fluorite products which has been
suspended during the year, will not be resumed in foreseeable
future and consider that the recoverable amount of the Sino-
Mongolia Group is zero as at 30 June 2016. As a result of the
above assessment, full impairment loss of approximately
HK$22,244,000 was made.

17.

BE (&)
EMAE
BE-E-AFAAZ+ALFEE

ﬁi?iihZT%@ > HIRERAEETE

WERAREBEEEEEM s AFTHEZMBEE
qu:Zfiﬁ//ﬁEiﬁ BIETFE R AF AR 2R
EMETIAS%IE REHEH IS METEA %
FATARIR R G F17.67%H3R - AL IR R R M FZ
R EEEN 2 FTERE -

EREENE 2RERRRABBEAERE 28
AR FAERANMEBEHZBRR  ZERR
HEEBREAERAREEBEMSER L
HEMETE -

REARDREEERERERTELSEE
VERGHERET ZRSEEEVNRDR
ETRATIREBEDMN AR BRSO 5 ERHR
HEEE - BE_T-—RFAA=THER-Z
—tFRNA=ZTHLFE AREEE LR
SEABUZANESRSNZREELEM
Z AR E - AN S [ S X R B 4 2 7 B
RN ERE -

G
HE-®-—AFAA=AALFE

TREBECFESRSER MERKRNEE

DT SRBEPRBRABEREZEEX
Aﬁiﬁiﬂzfﬁ CARREBFCOHFREBZER
EEETHEGB EFERRRAFECERE
ZQEEDDEE%T\ AR TE R AR IRE - 3

RERRERR TR FANA=+THZAEK
@%aﬁtﬁi ﬁﬁAL LT EH 2 ERES
18 4922,244,00078 7T, ©
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17. GOODWILL (continued)

Everbest Return Group

The recoverable amount of the CGU was determined based on
a value-in-use calculation using cash flow projections based on
financial budgets covering a four-year period, approved by the
management. The cash flow projection is discounted at pre-tax
discount rate of 27% (2016: 26%) per annum which reflects the
specific risks relating to this CGU.

The key assumptions for the value-in-use calculation are
those regarding the discount rates, the budgeted revenue and
budgeted expenses during the forecast periods, which are
determined by management based on past performance and
managements’ expectations for the market development.

The impairment testing was carried out by management based
on the value-in-use calculations and with reference to an
independent professional valuation. The cash flow projection
for this CGU was prepared and projected based on the actual
latest financial information of Everbest Return Group. As the
recoverable amount of this CGU determined is higher than
the carrying amount of this CGU, no impairment loss has been
recognised for both years.

160 SWR%dngy%wm%Gmemmd

HEBRERIREEEAR D

17. BE(£)

Everbest Returns

REEEBM 2B BIZEAEEBEE -
WERAREEEESI 2 UFHE 2 B EE
BB HeneRAEBET -BERETRATD
B AN IR E G F27% (ZF —75F 1 26% ) B
BoMmzRERMEEZASEESU 2R
TE B o

ERERFE ZBRRRAABIRANE 2R
RE BERAERAESHZEBR ZERR
HEEEREAERAREEBEMSER L
TBHMEE -

BEARDEEERFERAEETETS2EB L
BEMERET ZESELBENNRERE
8 38) T 4R #5 Everbest Returnss [ &) B B & 41 81
BERRERGEE HREEECZREEL
Bzl ERRNZREELSENZER
B B0 48 ph R (B F Z iR R B S 18 -
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For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

18. CUSTOMER CONTRACTS 18. EF&HX

Customer
contracts
EEEYN
HK$'000
FET
Cost ﬁizli
At 1 July 2014 and 30 June 2015 RZE—WFEA—BARERZE—RAFA=1H -
Acquired from acquisition of subsidiaries e U EEH B R RIFTE 339,592
Exchange realignment b H (22,086)
At 30 June 2016 RZZE—RFAA=+H 317,506
Exchange realignment b H (4,597)
At 30 June 2017 RZE—tEFH=1H 312,909
Accumulated amortisation and Rt RBERE
impairment losses
At 30 June 2015 WZZE-—hFA=1H -
Amortisation during the year ENGSEE i 28,202
Impairment loss recognised for the year REEER 2 BEREE 95,368
Exchange realignment WA (3,285)
At 30 June 2016 RZE—REXNA=FH 120,285
Amortisation during the year REEZEH 29,244
Exchange realignment M 5 B (1,471)
At 30 June 2017 —tEFRA=TH 148,058
Carrying amounts IREE
At 30 June 2017 RZZE—+tFA=1H 164,857
At 30 June 2016 RZZE—XRFERA=1H 197,221
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 For the year ended 30 June 2017
BE-T tFAASHELEE
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18. CUSTOMER CONTRACTS (continueq)

162

The above customer contracts were purchased as part of a
business combination during the year ended 30 June 2016.

The above intangible assets have finite useful lives. Such
intangible assets are amortised on a straight-line basis over the
following periods:

Customer contracts 8 — 18 years
The recoverable amount of the customer contracts was
determined based on a value-in-use calculation using cash flow
projections which align with the useful lives of the related coal
mines, approved by the management. The cash flow projection is
discounted at pre-tax discount rate ranging from 28% to 32% per

annum which reflects the specific risks relating to the customer
contracts.

The key assumptions for the value-in-use calculation are
those regarding the discount rates, the budgeted revenue
and budgeted expenses during the projections, which are
determined by management based on past performance and
managements’ expectations for the market development.

The impairment testing was carried out by management based
on the value-in-use calculations and with reference to an
independent professional valuation. The cash flow projection
for the customer contracts was prepared and projected
based on the actual latest financial information of Everbest
Return Group. As the recoverable amounts of the customer
contracts determined are higher than the carrying amounts
of the customer contracts, no further impairment loss (2016:
HK$95,368,000) was recognised for the year ended 30 June 2017.

Silk Road Energy Services Group Limited
KRR R E BB R AR

18. BF &K (#)

FPREFPEHNTINBE_ZE—RFARA=TH

LHFEBBEEREHAMHZ D

biEPEEABEEANERFR ZFEBVE
ERESER A TR #

BEFAH 8-184F

EFAAHZAKNOeRZERERENE XE
REEEH/EZ BAERRE A ERAF -3z
RenERAEE - ReRETRATHIZHATR
BERGFBHERVIR MZBRERBRA
BEFANZEERR -

EREEFE ZBRERRAABIRANE 28
RE BERSERAESHZEBR ZERR
HEEBREAERAREEBEMSER L
BHMEE -

BENADNEEEREREANET2EE L
BEGERET - BRFAYMNBESREEN
1R 4EEverbest Return&E B ) B FE ST B 15 E ¥
BEMGEE -AREETZRPAENAIKE S
HeRZERTFAYNZREE I EERE
E-ZT—+tFEXNAZTHIFEZE—SRE
518 (= Z— 754 : 95,368,000/ 7T ) °
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For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

19. EXPLORATION AND EVALUATION ASSETS

19. IERRFBEE

Mining
rights
RuERE
HK$'000
FHT
Cost R
At 1 July 2015 R-—ZE—RFEHA—H 1,229
Exchange realignment M 5 B (18)
At 30 June 2016 RZZE—RFA=1H 1,211
Derecognition on disposal of subsidiaries A HH 6 BT /B8 2 B BF 4% 1 FERR (PR 5E39)

(note 39) (1,211)
At 30 June 2017 —E—t+FXH=TH -
Accumulated impairment losses ZtREEE
At 1July 2015 RZE—RF+H—H 1,190
Exchange realignment B R 21
At 30 June 2016 RZZE-—RERA=1H 1,211
Derecognition on disposal of subsidiaries R HE B A AR & IERER (K15E39)

(note 39) (1,211)
At 30 June 2017 RZE—tEFA=1TH -

Carrying amounts
At 30 June 2017

BRHEE
RZE—tEFA=+H -

At 30 June 2016
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19.

T ENAEHILEE

EXPLORATION AND EVALUATION ASSETS

(Continued)

The mining rights represent the cost of the acquisition of the
licences granted by Mongolia government for the exploration
of minerals within two mines located in Mongolia, being the
first mine with an aggregate area of approximately 50 hectares
for the licence period from 29 January 2007 to 28 January 2037
(“Mine 1) and the second mine with an aggregate area of
approximately 314 hectares for the licence period from 1 August
2007 to 30 July 2037 (“Mine 2"). Small scale exploration prior to
commercial production stage has been conducted relating to
the Mine 1 and no production has been commenced for the
Mine 2. Having considered that no substantive exploration works
and evaluation of mineral reserves/resources in respect of the
Mine 1 and Mine 2 have been conducted, management of the
Sino-Mongolia Group is of the view that the technical feasibility
and commercial viability of these two mines are yet to become
demonstrable, these exploration and evaluation assets have
not been reclassified to property, plant and equipment and
depreciation on such assets has not commenced.

The Sino-Mongolia Group has reported continuing losses and its
future profitability remains uncertain giving rise to an indication
that the value of the related exploration and evaluation assets
may be impaired. The directors of the Company have performed
a simple estimation of the value in use the Sino-Mongolia Group
assuming that production of fluorite products which has been
suspended during the year, will not be resumed in foreseeable
future and consider that the recoverable amount of the Sino-
Mongolia Group is zero as at 30 June 2016. As a result of the
above assessment, the Group has made a full impairment loss
of approximately HK$1,211,000 in respect of the exploration and
evaluation assets for the year ended 30 June 2016. During the
year ended 30 June 2017, such assets were derecognised upon
disposal as detailed notes 11 and 39.

164 Sik Road Energy Services Group Limited
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BRRFIEEE (4)

RigEEREER S BUF NN R G 2/ EE
SHRERBEAOMKEFFAE KA EmE
MS0RE BiERS (A EEm —FF
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K 2SR AR W AT, ER BEEMET
ERFE PREEZERERR 2 AR
B MR ERTERRAEE %
FHWRMFEEERREROBEEDE BE
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EZBEXSHRBAE ARREFEHRPR
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For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

20. AVAILABLE-FOR-SALE INVESTMENTS

20. IHHERE

2017 2016
—E—+tHF ZE-RF
HK$'000 HK$'000
FET FET
Equity securities listed in Hong Kong, REBEMZRAZS ZAYE
at fair value 57,911 -
Less: impairment loss recognised B BRERZREERE (50,562) -
7,349 -
Cost of investments in unlisted WEIELTIRAZS < BRA (H5E)
equity securities (note) 23,600 23,600
Less: impairment loss recognised B EERZREEE (23,600) (23,600)
7,349 -
Note: The investment in unlisted equity securities is measured at cost less Mk : FEETRAFES ZIRERRE BRIEZEANBRRE

impairment at the end of the reporting period because the range of
reasonable fair value estimates is so significant that the directors of the
Company are of the opinion that their fair values cannot be measured
reliably.

At 30 June 2017, the management of the Group carried
out review on impairment on its listed and unlisted equity
investments. The management has reviewed for any objective
evidence of the existence of any impairment on the investments
and such evidence including, but not limited to the following:

@

a significant or prolonged decline in the fair value of the
interest in the investments;

(b)  significant adverse changes in the technological, market,
economic, or legal environment in which the investee
companies operated;

() structural changes in the industry in which the investee
companies operated:;

(d) changes in the level of demand of the products of the

investee companies; and

changes in the financial condition of the investee
companies.

P& IR EBATETERZ SERA  BHitA
REAEFERA AR FEEEASFHTE-

REZFB—EFRXA=ZTH AREEEERE
EHRIEETRAREEITRER - EEE
B RESTFEEMRENTNEEER
ZEBBRBEFBETRNATEIE:

(@) RENERN A FERBBRFEET

R

(0) WIERFEEHENRIN - TS
SEARHEREATHED

© HWREQFKEMETELREBLE
B

) WREQREMRNFIKFHRES: X

@ WRAAFANPERRHEE-
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For the year ended 30 June 2017
HE_T—+HF R A=THIEFE

20. AVAILABLE-FOR-SALE INVESTMENTS

21.

(Continued)

In order to perform the above assessments, the management
has obtained the unaudited financial information of the investee
company for unlisted equity securities and discussed with the
management the operations of the investee company and their
future funding requirements or by reference to latest market
value for the listed equity investments.

During the year ended 30 June 2017, the Group acquired certain
equity securities listed in Hong Kong for long term investment
purpose, with the carrying amount of HK$57,911,000. However,
due to the significant and prolonged decline in its fair value, an
impairment loss of HK$50,562,000 was recognised for the year
ended 30 June 2017.

As a result of the above assessment, management considers the
impairment loss recognised as adequate but not excessive.

ASSETS OF A DISPOSAL GROUP CLASSIFIED
AS HELD FOR SALE AND ASSOCIATED
LIABILITIES

During the year ended 30 June 2017, the Group entered into
a sale and purchase agreement to dispose of its 100% equity
interest in b REZWMAMEEFERMRFBER QT and its
subsidiaries ("1t FEZ "), which mainly operates heating
supply services in Mainland China, to an independent third
party by cash consideration of RMB14,060,000 (equivalent
to HK$16,180,000. Although the operation of heating supply
services is considered as a separate major line of business,
disposal of 4t 5 ZEZH did not constitute the Group's entire
heating supply services operation, thus, it is not accounted for
as a discontinued operation for the year ended 30 June 2017.
The disposal was not yet completed as at 30 June 2017, but is
expected to be completed within 12 months from the year end
date. As such, the assets and associated liabilities of 1t REZ
¥, was accounted for disposal group classified as held for sale
at 30 June 2017. The disposal was completed subsequently on 8
September 2017.

166 Silk Road Energy Services Group Limited
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For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

21. ASSETS OF A DISPOSAL GROUP CLASSIFIED 21. 7 BARKFHEZLEASEERMEER

AS HELD FOR SALE AND ASSOCIATED =LA )]

LIABILITIES (continued)

In accordance with HKFRS 5, the assets and liabilities held for REBEBE BN BHRELEREST  BIEHECEE
sale were accounted for the lower of carrying values or their REEREEBEHIBEELATE (RBEE)R
fair value less costs to sell. In the opinion of the directors of HEXNEAR - XRAGEERAE 2BZEE
the Company, by reference to the cash consideration on the ZEeRE RZE—tFSA=-TAHESZ
disposal, the net carrying amounts of those assets and liabilities ZERELEEERBEZEEmFEAEEAYF
held for sale recorded as at 30 June 2017 approximate to their ERLEXNAEE  ERBBEVERBE_ZT
fair value less costs to sell and no impairment loss is considered —tFNAZTHIEFERRRESE-

necessary for the year ended 30 June 2017.

2017
—E—+tF
HK$'000
FTET
Assets of disposal group classified PEAFFEHECHEASEE
as held for sale
Property, plant and equipment LER N 4,621
Trade and other receivables E 5 Kk H bW FIE 34,929
Cash and cash equivalents RekIReEEY 61
Assets classified as held for sale NERBIEHECEE 39,611
Liabilities of disposal group classified as PEABEHEZHELAGERE
held for sale
Trade and other payables B 5 N A ER 5RIE 7,388
Liabilities directly associated ORI ELE EEEEEBE A
with assets classified as held for sale 7,388
Net assets directly associated HMNEEEEERBCEEFE
with the disposal group 32,223
51% of net assets directly associated with the AEBEREEEEAEZEBZ
disposal group attributable to the Group BEFEZ51% 16,434
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For the year ended 30 June 2017
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22. INVESTMENTS IN ASSOCIATES/AMOUNTS

DUE FROM ASSOCIATES

22. REHERRZIRE FEWHE QX RRE

2017 2016
—E—+tHF —E—RF
HK$'000 HK$'000
FET FHET
Cost of investment in unlisted associates — #&JE FHEEL A 7 2 Bk A 316,134 316,134
Share of post-acquisition losses and W EEEEREMEERAS
other comprehensive expense (119,464) (119,049)
Dividend received BB (30,500) (30,500)
Dividend receivable (included FEURS B (FH A B ULEE & R RIFE)
as amounts due from associates) (181,500) (181,500)
Gain on deemed dilution in interests BAEEE SR N AR 2 s
in associates (note a) (M3Fa) 15,330 15,330
- 415
Amounts due from associates (note b) JE U B~ B ERIE (B RED) 181,500 181,868
Less: impairment loss recognised BB R REEE (120,000) (60,000)
61,500 121,868

Note a:

On 29 June 2016, Asset Management International Limited issue additional shares
to an independent third party, and received certain Hong Kong listed shares with
value of HK$40,000,000 as consideration. Immediately following the completion of
the issuing, the Group's shareholding in Asset Management International Limited
was decreased to 30%. A gain on deemed dilution of approximately HK$15,330,000
was recognised in profit or loss during the year ended 30 June 2016.

Note b:

The amounts due from associates are unsecured, interest-free and repayable on
demand.

The associates have reported continuing losses and its future profitability remains
uncertain giving rise to an indication that the value of amounts due from associates
may be impaired. The directors of the Company have performed impairment
assessment by reference to the difference between the carrying amount of the
amounts due from associates and the associates’ net equities as detailed below.
If the amount of the net equities is negative, a material impairment loss may arise.
Had considered the financial position and performance of its associates, further
impairment loss of HK$60,000,000 (2016: HK$60,000,000) was recognised for the
year ended 30 June 2017.

168 Silk Road Energy Services Group Limited
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FfisEa :
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HE{E40,000,0004 T E T ES MR IEARE - Epes
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For the year ended 30 June 2017
BHEZZT—+F-A=1THILFE

22. INVESTMENTS IN ASSOCIATES/AMOUNTS
DUE FROM ASSOCIATES (continued)

Note b: (Continued)

Movements in the impairment loss of amounts due from associates are as follows:

22. RBMEDNRZRE BWHE R RRE
(%)

MizEb : (4)

JEWeBSE & A B RIA R E B IR B E T -

2017 2016

—E—tF —Z—RF

HK$'000 HK$'000

FET FHET

Balance at the beginning of the year RE 2 #E 60,000 -
Impairment loss recognised during the year RAFEHER 2 RERE 60,000 60,000
Balance at the end of the year RERZ 120,000 60,000

As at 30 June 2017 and 2016, the Group has interests in the following associates:

RoB—tER-F—AFAAS A AREATIEE
AR AR

Proportion of
ownership interest or

Country of Principal place  Class of participating shares  Proportion of voting
Name of Entity Form of entity incorporation of operation shares held held the Group power held  Principal activities
R RER
1 E1 BERS FMALER TELEHY Fiis BB ER B2ERAEAL FREBREREAL  FTEEE
Asset Management Incorporated British Virgin Islands Hong Kong Ordinary 30% (2016: 30%) 30% (2016: 30%) Investment holding
International Limited ('BVI")
Asset Management Rauaa EREARES i Lk 30% W REER
International Limited ([RBERRES]) (ZF—RF:30%) (ZZ—RF:30%)
Regal Boom Limited Incorporated BVI Hong Kong Ordinary 30% (2016: 30%) 30% (2016:30%)  Investment holding
Regal Boom Limited Rl ABERRES 3 Lak 30% % REAER
(ZF—7RF:30%) (Z5—1E:30%)
Ultimate Achieve Limited Incorporated Hong Kong Hong Kong Ordinary 30% (2016: 30%) 30% (2016: 30%) Securities trading
Ultimate Achieve Limited RaiifAv EiE i Liak 30% % EFERSH
(ZB—7E:30%) (Z5—7E:30%)
Bullish Times Media Limited ~ Incorporated Hong Kong Hong Kong Ordinary Nil (2016:14.7%) Nil(2016:14.7%)  Media
(note ¢)
ABRERBRAF RaliAv i i Lk & B BB
(MizEc) (ZB-REUT%)  (ZF-RE:147%)
Bullish Times Technology Incorporated Hong Kong Hong Kong Ordinary Nil (2016:14.7%) Nil (2016: 14.7%) Mobile phone's
Limited (note c) application
development
ABRBRBERAF RaliAv i i Lk & B FHERRE
(MizEc) (ZB-REUT%)  (ZF-RE:147%)
Note ¢: B -

The Group exercised significant influence over these entities indirectly through
its 60% interest in PR Asia Investment Holdings Limited in prior years. The Group
has disposed these entities together with PR Asia Investment Holdings Limited, as
detailed in note 39.

RIBEFE - AEEBBEMNPR Asia Investment Holdings Limited 2
CO%ME M H R S ERBITHEERTE - BN 39T s il - N5
B &% S E B PR Asia Investment Holdings Limited °
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22. INVESTMENTS IN ASSOCIATES/AMOUNTS

DUE FROM ASSOCIATES (continued)

The summarised financial information in respect of the
associates that is material to the Group and is accounted for

using equity method is set out below:

Asset Management International Limited and its

22. REHERRIZIRE ERHE N ERE

HARERERTEZBMZERE (ABREA
RN ERBESINT

Asset Management International Limited

subsidiaries EHKE AR
2017 2016
—E—+tHF —E—RF
HK$'000 HK$'000
THET FET
Non-current assets ERENEE - 4
Current assets B EE 99,761 190,900
Current liabilities mENAE (221,482) (189,521)
Net liabilities FAE (121,721) 1,383
Year ended Year ended
30 June 2017 30 June 2016
BZE BHE
—E—+tHF —E—RF
NB=+H NA=+H
IEFE WEFE
HK$'000 HK$'000
FHET AT
Revenue Wz 144 783
Loss and total comprehensive expense AFEEBERZEARRAY
for the year 86,849 204,743
Dividends received and receivable from AEFEE WS U Z N FIRE
the associate during the year - 212,000
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HIEBERIREEEBRA R



Notes to the Consolidated Financial Statements
ER O PSRRI 5E

For the year ended 30 June 2017

HE-_T—+tH& A=1RHIFE

22. INVESTMENTS IN ASSOCIATES/AMOUNTS 22. REtE QAR ZIRE EWREE D RRE
DUE FROM ASSOCIATES (continued) (#&)
Asset Management International Limited and its Asset Management International Limited
subsidiaries (Continuea) REMBATE (&)

Reconciliation of the above summarised financial statements to

EXBREZ HBHREREGE M RRER IR

the carrying amount of the interests in the associates recognised e NE  ERRAESEREAT:

in the consolidated financial statements:

2017 2016
—E—+F —E—REF
HK$'000 HK$'000
THET FHET
Net assets of associates BENR 2 EEFE (121,721) 1,383
Net assets of the associate after RIBREE A a2 IEIERR =R 2
deducting non-controlling interests of BENREESE(1E)
the associate, if any (121,721) 1,383
Proportion of the Group’s ownership AEBRBE N HAERS D
interest in the associate 30% 30%
Group's share of net assets of AEEE(RBE AR EETFE
the associates (note d) (Ff5Ed) - 415
Carrying amount of the Group's AEBREBE AT 2 ERKREAE
interests in associates - 415

Note d:

The Group's share of net assets of the associates was zero as the Group has
stopped recognising its share of losses of associates in case the Group's share of
losses of an associate equals or exceeds its interest in the associate when applying

fisEd :

AEERIEMERRTEEFERT WIHRNAEEDEL
REME(GR S RREER AR B EARERS A S EEG
—HBEARZEBERENNBEENB SRR 2 #m - %E

the equity method. The unrecognised share of those associates, both for the year Bt N RIREREREE (FARRE) HIWT

and cumulatively, are set out below:

2017 2016

—Z2—tF —E—RF

HK$'000 HK$'000

FERT FET

Unrecognised share of losses of associates for the year A4 & R iR RE (LB & D B 12 25,640 -
Accumulated unrecognised share of losses of associates &t #ER FE (5 B 2 2 B B8 25,640 -
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23. INVENTORIES 23. 78
2017 2016
—E—tF ZE-RF
HK$'000 HK$'000
FHET FHET
Raw material 5% - 4,242
24. TRADE, BILLS AND OTHER RECEIVABLES 24, EZEWRE EREERHMEKRR
b1 |

2017 2016
—E—+tF —E—RF
HK$'000 HK$'000
FHET FHET
Trade receivables 5 WA 124,244 149,131
Less: Impairment R = (8,079)
124,244 141,052
Bills receivables S 26,816 31,167

Receivables arising from dealing BELIMHESFEEZ
in listed securities FE W RIE 116 11,122
Other deposits paid HEieftige 28,020 28,214
Less: Impairment B ORE (2,335) (2,335)
25,685 25,879
Prepayments TEfT IR 375 2,415
Other receivables H fE IR 9,715 4,090
186,951 215,725

All the bills receivables are aged within 185 days.
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For the year ended 30 June 2017
HEZZT—+F-A=THILFE

24. TRADE, BILLS AND OTHER RECEIVABLES 24. BEZRWRE BRFEERHE BN

(Continued)

The following is an aged analysis of trade receivables, presented
based in the invoice date which approximated the date of
revenue recognition:

85 (%)

BAR/RGERERIERAZINZEZRK
R BRE D ATIA T -

2017 2016

—E—+tF ZE-RF

HK$'000 HK$'000

FEx FET

0-30 days 0230k 39,104 42,627
31-60 days 31E260K 28,229 21,848
61-90 days 61290K 27,925 37,443
Over 90 days B IAI0K 28,986 39,134
124,244 141,052

The Group grants a credit period ranging from 30 to 60 days to its
customers. No interest is charged on overdue trade receivables.
The management closely monitors the credit quality of trade and
other receivables and considers the trade and other receivables
that are neither past due nor impaired to be of a good credit
quality as they relate to a wide range of customers for whom
there was no recent history of default.

Trade receivables disclosed above include amounts (see below
for aged analysis) which are past due at the end of the reporting
period for which the Group has not recognised an allowance
for doubtful debts because there has not been a significant
change in the credit quality and the amounts are still considered
recoverable. The Group does not hold any collateral over these
balances.

AEEETEEPHRERN FI0E60K - 8
HIME 5 RYEGRRY T E - EHETIEE
BHREMBRHAZEELER YR RE
BETERER B 5 R ARG R R A
EEEER AR%EFHRIATRIILEEDHT
BWEAEF AR

EXREEFERRFIARERRERRD B
Hew (F2RENTHREDON)  ARNEEEE
WHENREAZE MEBDR /KD
b 7 5% T O 488 AR R AR TR A o NSRBI 2 R L %
FESBF B EAER-
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 For the year ended 30 June 2017
BE_T—tEXA=+AIEE

24. TRADE, BILLS AND OTHER RECEIVABLES 24, ESEWRE BEREERHEMEWRR
(Continued) 5 (&

Age of receivables that are past due but not impaired I HA B 3 fR R (B 2 FE UK FRIE BRI

2017 2016

—ZE—tHF ZE-RF

HK$'000 HK$'000

FHERT FET

Up to 90 days = %90K 77,457 93,636
91-180 days 91E180K 7,048 4,789
Over 180 days B 180K 635 -
85,140 98,425

RETEE 5 RKFIRR AT UL B 1R AEEE
BESREIEAEEVRR L AHEERE
HREEAENEMNEY AKENEESED
REER AREFAREAEEERE-

In determining the recoverability of a trade receivable, the Group
considers any change in the credit quality of the trade receivable
from the date credit was initially granted up to the end of the
reporting period. The concentration of credit risk is limited due to
the customer base being large and unrelated.

Movements in the impairment loss of trade receivables are as B RWFIBERERBE 2 ZEmT

follows:

2017 2016

—E—tF ZE—RF

HK$'000 HK$'000

FHER FET

Balance at the beginning of the year RE) 2 &5k 8,079 9,119

Disposal of subsidiaries HEMB A A (8,079) .
Impairment loss recognised RAFERERBIERE

during the year - 2,030

Exchange realignment ERAIECE - (3,070)

Balance at the end of the year MERZ &R - 8,079

AR B EWFIRZ RERERBEHRTIET

ZZ R 8,079,000 T) 2 BERIREE 5
EUWHIE 2 EHRARAAREEENERAE
W BME TR R o

Included in the allowance for impairment of trade receivables are
individually impaired trade receivables with an aggregate balance
of nil (2016 HK$8,079,000) which are long outstanding with no
subsequent settlement.
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For the year ended 30 June 2017
BHEZZT—+F-A=1THILFE

24. TRADE, BILLS AND OTHER RECEIVABLES 24. EZRWRE BRFRERHEtEERR

(Continued) | (&)
Age of receivables that are past due but not impaired ERHEYEREZERRERR (&)
(Continued)
Movements in the impairment loss of other deposits paid are as HEE ke 2 REBEZSEHIINT:
follows:
2017 2016
—E—tF —E—RF
HK$'000 HK$'000
FEx FHET
Balance at the beginning of the year REY 2 8k 2,335 -
Impairment loss recognised during RAEFERRBIEBE
the year - 2,407
Exchange realignment M 5, 58 B = (72)
Balance at the end of the year MER 2GR 2,335 2,335
The Group individually assessed all other receivables and NEE EER G TE M ERGRIBEY SR S
provided in full for those receivables that are considered not RATAYE 2 EYFIEEH 2888 - A&
recoverable. The Group does not hold any collateral over these B A ZEEHRFEEMER-
balances.
Include in trade, bills and other receivables are the following BIERE S EWEIE - W5 & H th B UG
amounts denominated in currencies other than the functional HA TS AEASEERE M e EB AN
currencies of the relevant group entities to which they relate: ZEEI|E &
2017 2016
—E—+tF —E—RF
HK$'000 HK$'000
FEx FET
United States Dollars ("USD") FE([ZEmT]) = 494
RMB AR - 188
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~ For thﬁéﬁéé'enedﬁ June 2017
BE_T t+HAA=TALTFE

25. LOAN RECEIVABLES 25. BWER

2017 2016

—E—tF ZE—RF

HK$'000 HK$'000

FET FET

Unsecured loan receivables JE WK E 30 201,956 126,913
Less: impairment losses recognised R REEE (11,809) (9,634)
190,147 117,279

At 30 June 2017, loans to third parties with an aggregate
principal and accrued interest amounting to approximately
HK$190,147,000 (2016: HK$117,279,000) are unsecured, bear
fixed interest ranging from 5% to 30% (2016: 5% to 24%) per
annum and are repayable within one year and thus classified as
current assets.

The loan receivables are due for settlement at the date specified
in the respect loan agreements.

Movements in the impairment loss of loan receivables are as
follows:

RZE—+FA=+H" &%£%190,147,000
BT (ZE—RNF 117,279,000 T)EFE=
FZERREIEAFEAEER KETF
FFR5%Z2E30% ( —ZF—7NF 1 5%224% ) :HE K
BAR—FANEE MOEARBEE-

EREFRNBEERBHREEZ A REEE

o

W

M E SR 2 B EEREEEIMT

2017 2016

—E—tF ZE—RF

HK$'000 HK$'000

FHERT FET

Balance at the beginning of the year RE) 2 &8k 9,634 7,648
Impairment loss recognised during RAFERERZBIERE

the year 2,175 1,986

Balance at the end of the year RERZ &85 11,809 9,634

Impairment loss of approximately HK$11,809,000 (2016:
HK$9,634,000) recognised as at 30 June 2017 is based on
estimated irrecoverable amount by reference to the creditability
of the customer, past default experience and subsequent
settlement.
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For the year ended 30 June 2017
HEZZT—+F-A=THILFE

26. HELD-FOR-TRADING INVESTMENTS 26. BIEEERE
Held-for-trading investments include: BEEERESRE:
2017 2016
—E—+tF ZE—RF
HK$'000 HK$'000
FERT FHET
Equity securities listed Hong Kong, REALTHRAES EmE
at market value 24,715 69,621
The fair values of these investments are determined with ZEREC RN FEDSEMR TS EANEE
reference to quoted market bid prices. JE °
27. CASH AND CASH EQUIVALENTS 27. BEeRBREEEY

As at 30 June 2017, the Group's bank balance carry interest at
rates ranging from 0.01% to 1.2% (2016: 0.01% t0 1%) per annum.

Include in cash and cash equivalents are the following amounts
denominated in currencies other than the functional currencies
of the relevant group entities to which they relate:

X
AR

uSb
RMB

R-ZZE—+F A=+ AEENRTE
BRI T0.01%E12% ( —F— NF:0.01%E
1%) 2 FEF R B -

BRERREMKASESENR TIAEBREEE
BEMNEEENIN 2 ERINEZ S5

2017 2016
—E—tF —E—RF
HK$'000 HK$'000
FHET FHETT

270 335

3 92
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28. TRADE AND OTHER PAYABLES 28. ES R HMESKIE
2017 2016
—E—tF ZE—RF
HK$'000 HK$'000
FET FHET
Trade payables 2 S EMNFIA 19,658 10,246
Deposits received Bz ® 2,766 2,950
Payables for acquisition of fixed assets W B [ 7F & 2 2 JE A IR 3,207 3,365
Accrued mining service costs JE R ERHE AR 75 A AR 20,940 40,455
Accrued staff costs JEET B TR 21,560 21,324
Other tax payables B fth FE S A IR 6,166 7,545
Accrued expenses FERTF 1,267 1,805
Interest payable (note 30) FE RS (KH3E30) 1,381 1,617
Other payables H b 50 1,362 1,575
78,307 90,882

The following is an aged analysis of trade payables based on the

BRERAZI2EZEMNFTIBAZRE DTN

invoice date: I
2017 2016
—E—+tHF ZE-RF
HK$'000 HK$'000
FHET TFET
0-30 days 30K 2,126 2,809
31-60 days 31E60K 5,925 1,673
61-90 days 61E90K 2,611 1,845
Over 90 days B IRI0K 8,996 3,919
19,658 10,246

The average credit period on purchases of certain goods is 30
days. The Group has financial risk management policies in place
to ensure that all payables are paid within the credit timeframe.
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For the year ended 30 June 2017

HE—

T—HENA=THIEFE

28. TRADE AND OTHER PAYABLES (continued)

Include in trade and other payables are the following amounts
denominated in currencies other than the functional currencies
of the relevant group entities to which they relate:

RMB AREE

28.

BEZRHEMEBNREH)

\ﬁﬁfﬁ IR A5 T 51 DAAE A 5=
BB BB &5

2017 2016
—E—+tF —E—REF
HK$'000 HK$'000
FET FHET

- 1,042

29. AMOUNT DUE TO A DIRECTOR

The balance represented dividend payable by Everbest Return
Limited to Mr. Hu Zhixiong, a director of the Company, prior to
the completion of the acquisition of Everbest Return Group. The
balance was unsecured, interest-free and fully settled during the
year.

30. PROMISSORY NOTES

On 31 July 2015, the Company issued unsecured promissory
notes with principal value of HK$304,000,000 in respect of the
acquisition of Everbest Return Group. The promissory notes
will mature on 30 July 2020 and bear interest at 1% per annum.
Interests are accrued and paid annually. The Company may
redeem whole or part of the promissory notes at any time from
1 October 2016 up to the date immediately prior to the maturity
date. The promissory notes are measured at amortised costs
using effective interest at 6%.

29.

30.

Bf—R2EEHE

2 45 FEEvVerbest Return Limitedy? 52 A% Us B8
Everbest Return£s [& A f& 1 AN A 712 S IF 55 1
LEZRE - ZEHAERT RERART
NBEERE -

AARE

RZE—RAFELA=Z+—B KAQFH®
Yo B Everbest ReturntEE BT A EBE A
304,000,000/ 7T & R 5 2% o R L B
BR_ZE-TFE+A=+H38 K1%2 F 5|
R B - FBERFHERIMN - AAF AR
T—RFT+A—BRBREZEIHAR—H ILE
81 ) [ B B (0] 2 30 sl 300 R L, 2 o R IR
LA6%E PR FI) AL SH R ZNET & o
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For the year ended 30 June 2017
BE-ZT—+tHEXA=THILFE

30. PROMISSORY NOTES (continued)

As a result of the contingent consideration arrangement in
respect of the acquisition of the Everbest Return Group, part
of the promissory notes issued is written back for the year
ended 30 June 2016. No interest shall be accrued and payable in
respect of the promissory notes that are cancelled.

During the year ended 30 June 2017, there was early redemption
of promissory note with carrying amount of principal and
accrued interest of HK$44,892,000 by cash of HK$44,000,000,
resulting in gain on early redemption of HK$892,000 which was
recognised in profit or loss accordingly.

Movement of promissory notes issued is as follows:

30. AREE (&)

£ 7 st Uk BB Everbest Returnss B 5] 37 7 sk SR 1%
B HE-_Z—X"EXA=Z1+HLEFE

HABE BT AL ERER -BIEREFHE
EAEBHERINEMFIEL -

REBE-Z—tFA=THILFE UHE
44,000,000/ TTHE AT B [0 2 AL =R 2 A2 Bk
A & e B 7344,892,000/8 7T - 1 B 1L B 2
P18 a8 R HERR PR A B B 2 Y #5:892,000/8 7T ©

ERTAARBEZEHEIMT

2017 2016

—E—tF ZE—RF

HK$'000 HK$'000

FHExT FHET

At 1 July ntA—H 145,278 -

Issued upon acquisition date R UEE B H g% 1T - 304,000
Fair value adjustments on date of RUEE BB 2 A ERAE

acquisition (included as part of (FtAEEZEREZ—39)

the consideration transferred) - (64,000)
Fair value of consideration transferred BEEEREZAFE (HiE37)

(note 37) 145,278 240,000
contingent consideration receivable FE W s AR (P 5E37)

(note 37) - (8,426)
Imputed interest recognised (note 9) EERBEER B (M) 7,582 13,198
Coupon interest reclassified as other EFoEAEMENKER

payables and accruals (note 28) FEETER 2 ZmALE (MFE28) (1,381) (1,617)
Written back during the year ARG A - (97,877)
Repayments of promissory notes and EEAIEEREFE

interests thereof (44,000) -
Gain on early redemption of IEAIE B H 2% 2 Was

pPromissory notes (892) -
At 30 June RANA=1H 106,587 145,278

For the details of the offsetting arrangement of the promissory
notes, please refer to note 37 for details.
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HE—

T—HENA=THIEFE

31. DEFERRED TAX (ASSETS) LIABILITIES

31. EEHEAE(EE)EE

The following are the major deferred tax (assets) liabilities UWTARFERATFECHRNEZRLER
recognised and movements thereon during the current and prior H(EE) BERAES:
years:
Fair value
adjustment on
property, plant
Impairment of  and equipment
trade and other and customer
receivables contracts Total
nE - BER
B REM REAR
EWFREZ EERHZ
HE AFERE CEi
HK$'000 HK'000 HK$'000
THIL TAL THT
Balance at 1 July 2015 —RFtA—Bz&H - 4,026 4,026
Arising on acquisition of subsidiaries WeBE T A Rl T EE A (F95E37)

(note 37) (11,193) 87,008 75,815
Credit to profit or loss AR (850) (34,495) (35,345)
Exchange realignment I 5 750 (5,588) (4,838)
Balance at 30 June 2016 and 1 July 2016 RZZ-"EAA=THK

—E-RFLA-RAz# (11,293) 50,951 39,658
Release upon disposal of subsidiaries REERBARIEER

(note 39) (PrtEE39) 153 (54) 99
Credit to profit or loss FAERR - (7,566) (7,566)
Exchange realignment B 5 5 R 11 (753) (742)
Balance at 30 June 2017 ZE—tFR A= THEZER (11,129 42,578 31,449

At the end of the reporting period, the Group has unused 7 HAR - AN & B B £9241,570,0007% TT
tax losses of approximately HK$241,570,000 (2016: —ZT— 734 : 155,350,000/ 7T) Z A B A L
HK$155,350,000) available for offset against future profits, 5% 185 18 1] # 58 AR 2ROs ) - B H216,590,0000%8 7T
out of which HK$216,590,000 (2016 HK$124,631,000) that (ZZ—7X% 124,631,000/ 7T ) AJ 42 % IR HARE
may be carried forward indefinitely and the remaining tax B Ma T 2 B E1824,980,0008 T (=&
losses of HK$24,980,000 (2016: HK$16,978,000) and nil (2016: —NF 1169780008 L) KT (ZF—RF:
HK$13,741,000) will be expired within five years and two years 13,741,000 7)) #§ 7 BN BEEBEEAFH R
respectively from the year in which the respective loss arose. F R W A fE i o 8 R 2ROE I 2ROR A TR
No deferred tax asset has been recognised in respect of the tax BT S S BB R EMIRERBEE -
losses due to unpredictability of future profit streams.
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32. SHARE CAPITAL 32. B
Number of Share
shares capital
B4 EE [N
HK$'000
T
Authorised EE

As at 1 July 2015, ordinary shares of RZZE—RF+H—8"

HK$0.05 each B EE0.05E T T Mk 10,000,000,000 500,000
Increase on 3 August 2015 RZE—RFE/\NA=BEN 20,000,000,000 1,000,000
As at 30 June 2016 and 2017 RZE—RFER

—E—+FA=+H 30,000,000,000 1,500,000
Issued and fully paid ERTRHBE
As at 1 July 2015 RZE—RAF+H—AH 5,812,502,338 290,625
Issue of 1,046,260,000 new shares of 7 B Il & 85 171,046,260,000%

HK$0.05 each by way of placing SRR E0.0578 7T 2 #T X (9

(Note a) (Ffzxa) 1,046,260,000 52,313
As at 30 June 2016 and 1 July 2016 RZE—RFRNA=THRK

—E—RFtH—H 6,858,762,338 342,938
Repurchase of shares (Note b) e G, (MisEb) (4,200,000) (210)
As at 30 June 2017 RZE—+tFRA=TH 6,854,562,338 342,728
None of the Company's subsidiaries purchased, sold or RARMBAGMERNGFNEE HENEMD

182

BE—T EAA=TAILER

redeemed any of the Company’s shares during the year.

The new shares rank pari passu with the existing shares in all

respects.

Notes:

(a) On 21 April 2016, an aggregate of 1,046,260,000 new shares were placed
and issued to a total of conditions of the placing agreement entered into
between the Company, CCB International Capital Limited and UOB Kay Hian
(Hong Kong) Limited, independent third parties. The details were set out in
the Company’s announcement dated 21 April 2016.

(b) During the year ended 2017, Company purchased 4,200,000 of its shares on
the Stock Exchange for a total consideration of HK$416,000 which was paid
wholly out of share premium in accordance with section 7 of the Company’s
memorandum and articles of association. The purchased shares were

cancelled accordingly on 8 May 2017.

For the year ended 30 June 2015, there were a total of
620,000,000 new shares being issued upon the exercise of the
subscription rights attaching to the warrants. The proceeds of
HK$155,000,000 from the subscription, which were expected to
be used as the Group's general working capital and potential
project investments of the Group in the future, have partially
been utilised for payment of deposit of HK$68,000,000 for the
acquisition of Everbest Return Group. The remaining warrants
lapsed during the year ended 30 June 2016.

Silk Road Energy Services Group Limited
#HIKEEIR R E BB R AR

AR BEAATRAD

MR &L EERE RN ZFEERMAL

it :

@ R-E-ARFEUA-_+—RB ARFEZRERD
MABRABRAEER (FB)ERAF (BUE=
J7)EIS 2 B ek Bo & BT & 341,046,260,000
Pt - B BRRART AR/ T —RF

MA=Z+—BzRa%-

O BE-ZTLFULFE ARARBARTAKE
TR0 K 40 B 257 65 B B H 1A 22 P72 4,200,000 A%
1 BARERA16,000/8 7T T BE B0 i B P X2
-BEERON - —tFRANBEHEETHE-

BE_FT-RAFAAA=ZTHLEFE RA
BEEMMz RBERETERD E1T

E
A=

70
AN

(=)

$620,000,0004% 7 B% 17 - R 88 2 FT 15 Z A
155,000,000 e B EAHS R AL B R E— MR 2 38
EeMAEBHBZETEEEERE EHhEI
S0 AES U B Everbest Retur & E v 1% 4
68,000,000/ L REZE —Z— NFA=TH

LHFE - #RT2RREBE RN
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For the year ended 30 June 2017
BHEZZT—+F-A=1THILFE

33. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

33. ARQAPMBARREK

2017 2016
—E—+tHF TE—RHF
NOTES HK$'000 HK$'000
e FET FHET
Non-current assets EmENEEE

Unlisted investments in subsidiaries KRB AR ZIELTIEE 2 2
Current assets mEEE

Other receivables H i fE W IR 1,518 717

Loan receivables e E K - 8,426

Amounts due from subsidiaries FEUR B B A B FRIE @) 666,534 832,579

Bank balances and cash WTEH MRS 4,505 16,262

672,557 857,984
Current liability mEN B &

Accrued expenses FERTRISZ 3,264 2,790
Net current assets BNV EEFE 669,293 855,194
Total assets less current liability EELBERLBAE 669,295 855,196
Non-current liability ERBAE

Promissory notes LR 30 106,587 145,278
Net assets EEFAE 562,708 709,918
Capital and reserves BEARREE

Share capital & 32 342,728 342,938

Reserves i (b) 219,980 366,980
Total equity T R EE 562,708 709,918
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33. STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (continueq)

33. ARAMBARRK ()

Notes: B 5 -

(@  Amounts due from subsidiaries were unsecured, non-interest bearing and (@) FEUHBARREAERR CRRARERER-
repayable on demand. During the year ended 30 June 2017, the directors of REE_T—tFA=THILFE KXAREED
the Company have performed a simple estimation based on the estimated IRIETEET AUk [B] 14 AR (2 FRIE 2 FE I & BB 1 TR R AT
recoverable amount receivable for the outstanding balance. As at 30 R ZTE—tFRNA=Z+H  ERHERRFIER
June 2017, the carrying amount of amounts due from subsidiaries was EBE 4 £666,534,0007% 7T ( —F —754F : 832,579,000
approximately HK$666,534,000 (2016 HK$832,579,000), net of accumulated EIT) (B 30k 2R E R 18 49423,884,000/8 7T (=
impairment loss of approximately HK$423,884,000 (2016: HK$283,619,000). T — 74 1 283,619,000/ 7T) ) °

(b) Reserves (b) #E

Unlisted
Share warrants  Accumulated
premium reserve losses Total
*EH
BEE RBREZRE Ex5d i &5t
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FET FAET
At 1 July 2015 RZZE—RAF+A—H 503,759 3,686 (135,283) 372,162
Lapse of unlisted warrants JEE T RBRAEE R - (3,686) 3,686 -
Issue of new shares by way of placing &8 AR & 5 R EITH I 151,708 - - 151,708
Share issue expenses A& EITR (2,566) - - (2,566)
Loss and total comprehensive AEEBERZEARE
expense for the year - - (154,324) (154,324)
At 30 June 2016 and 1 July 2016 RZZE—ARFRA=THR
—FE-X"FtA—H 652,901 - (285,921) 366,980
Share repurchased EfEERG (206) - - (206)
Loss and total comprehensive AFEEBEREZEARY
expense for the year - - (146,794) (146,794)
At 30 June 2017 R-ZZE—+tFXA=1+H 652,695 - (432,715) 219,980

184 Silk Road Energy Services Group Limited
HIEBERIREEEBRA R



Notes to the Consolidated Financial Statements
RO R R R M EE

For the year ended 30 June 2017
BHEZZT—+F-A=1THILFE

34. RETIREMENT BENEFIT PLANS 34. BAREFRFE
The Group operates a Mandatory Provident Fund Scheme for REBAABEETAEGEREER LA MEAE
all qualifying employees in Hong Kong. The assets of the plans SFE AT AN EERIEAZEN 2 ESR
are held separately from those of the Group in funds under the B HASBEWEESHEE-

control of trustees.

The employees of the PRC and Mongolia subsidiaries are FREESHWB AR EE AT BEBUTEE
members of the state-managed retirement benefits schemes ZBRERBEMRENGEE ([Z5181]) 28 °
(“Schemes”) operated by the PRC government. The subsidiaries WMEARZEERZEREEFecETES
are required to contribute a certain percentage of their payroll PEEAER R A BRI E - REEBZAE 2
to the Schemes to fund the benefits. The only obligation of the W—BEEABEZEELE AR HER-

Group with respect to the Schemes is to make the required
contributions under the Schemes.

The total expense recognised in profit or loss of approximately REBREFERAUBEENHLEERILEEL
HK$6,591,000 (2016: HK$7,124,000) represents contributions 6,591,000/ 7T ( ZF—754 7,124,000 7T ) 1E
payable to these plans by the Group at rates specified in the BEZETENEN TEEEEPER

rules of the plans.

35. SHARE-BASED PAYMENT TRANSACTIONS 35. URGBERZNRXS

(@) Share option scheme (@) MEBRRAESHE
A new share option scheme (the "Share Option Scheme”) ARARZE—NFE+ A+ ZHEHK
was adopted by the Company on 12 December 2014 for BT RERTE] ([BERRMERTEL) - LUBE
the purpose of provide incentives and rewards to eligible N 82 AN & B TE AR VI 1E H B B EY
participants who contribute to the success of the Group's BERBHEE-
operations.
The board of directors of the Company (the “Board”) may, ApmEEE ([E5g]) TRNEEGE
at its discretion, invite any employees, directors, advisors, CrHENBRAEETHHUALEEER
consultants, shareholders, contractors, distributors, BHAREER A AREETAKE AR
suppliers, agents, customers, business partners and RERES EF - FEBA B RE
services providers of and/or to any member of the Group DB D HERE REAEF
whom the Board considers in its sole discretion, to have (BB RRGHES (5 [28%E])
contributed to the Group from time to time (together B A RBARRRMOEIRE ([
“Participants”) to take up options to subscribe for shares of WE]) o

the Company (“Options”).
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ended 30 June 2017

BE_T—tEXA=+HIEE

35. SHARE-BASED PAYMENT TRANSACTIONS

(Continued)

(@)

Share option scheme (Continuead)

Options granted should be accepted within 28 days from
the date of grant. Upon acceptance of the Options, the
eligible person shall pay HK$1 to the Company by way of
consideration for the grant. The Options may be exercised
in accordance with the terms of the Share Option Scheme
at any time during the option period after the Options has
been granted by the Board. An option period is a period
to be determined by the Board to each eligible person
as being the period during which any Options may be
exercised, such period to expire not later than 10 years
after the date of grant of the Options.

The subscription price will be determined by the Board at
its absolute discretion and shall be no less than the highest
of: (a) the closing price of the shares at stated in the daily
quotations sheet issued by the Stock Exchange on the date
of grant which must be a business day; and (b) the average
closing price of the shares as stated in the daily quotations
sheets issued by the Stock Exchange for the five business
days immediately preceding the date of grant; and (c) the
nominal value of a share.

The maximum number of shares which may be issued
upon exercise of all outstanding options granted or to
be granted under the Share Option Scheme is 10% of
the issued share capital of the Company as at the date
of adoption of the Share Option Scheme (the “Scheme
Mandate Limit").
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Notes to the Consolidated Financial Statements
RO TR HR R M EE

For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

35. SHARE-BASED PAYMENT TRANSACTIONS

(Continued)

(a)

Share option scheme (Continued)

The Company may refresh the Scheme Mandate Limit at
any time subject to prior shareholders of the Company’s
approval. No Participants shall be granted an options
which, if exercised in full, would result in such Participants
becoming entitled to subscribe for such number of shares
as, when aggregated with the total number of shares
already issued under all the options previously granted to
him or her which have been exercised, and, issuable under
all outstanding options previously granted to him or her
which are for the time being subsisting and unexercised,
would exceed 1% of the total number of shares in issue
in any 12-month period up to the date of grant of the
Options. Share options granted to a director, chief executive
or substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by
the independent non-executive directors of the Company.
In addition, any share options granted to a substantial
shareholder or an independent non-executive director of
the Company, or to any of their associates, in excess of
0.1% of the shares of the Company in issue at any time
or with an aggregate value (based on the price of the
Company’s shares at the date of the grant) in excess if
HK$5 million, within any 12-month period, are subject to
shareholders’ approval in advance in a general meeting.

Unless early terminated in accordance with the terms
therein, the Share Option Scheme will remain valid and
effective for a period of 10 years commencing on 12
December 2014.

Share options do not confer rights on the holder to
dividends or to vote at the shareholder’s meeting.

No share options had been granted or exercised during the
years ended 30 June 2016 and 2017. As at 30 June 2016
and 2017, no option remained outstanding under the Share
Option Scheme and the expired share option scheme.

35 URGOABERZARRS ()

(@) WREE(E)

NERIS AN AR VTR SE L - AR BN A]
R R BIRERE - B2 R
FERUEE B LRI+ — 8 A HE - 7
AUSEERLBEREETRTRESSE
B2 EBERRRBOZSERNHA
BRIRIBEE LA ER 2 A BREET
EMmEETURRBE T ER 2B
e RTT £ 2 P78 R B i Al 37T RO B A7
BRHEBUERE BTN AHH1% Bl
TREAZ2SEER TRERE - AAREE
E ITETBABRTIERRIFBEZME
BB A LR TERE AEAREAL
RIBIEMITE S < IEHN - WER
ToEABREARTARREERRN
BUFRTEFIWEZEABEAL
ZBEREBBAQREMNREDETR
0 20.1% A E (RIFRLBEEE B
RAE A B & FTHE ) #%15,000,000/8 7T -
ARERERRRE DESRRLE-

BROEBIRERT SIIRREGITIRP & L
BRBEREAESH T —WF+ A
T AEFMOFEHENER B

BERETTIEFEEAZTERESNE
HARE LIRZE 2 #EF -

REE-Z—RFL-_Z—tF A=+
SE-AFR-T-LERAZTA

BEERES 8 R EEm BT AT
Z BN ARITE
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* For the year ended 30 June 2017
BE-T tFAASHELEE

36. FINANCIAL INSTRUMENTS 36. €T A
Categories of financial instruments SRMIENER
2017 2016
—E—+tF ZE—RF
HK$'000 HK$'000
FHET FHET
Financial assets SREE
Loans and receivables B R EYRIE
(including cash and cash equivalents) (BERSERSEEY) 529,502 668,550
Fair value through profit or loss KIEBZRZAFEAR
- Held-for-trading investments —FEBEEKRE 24,715 69,621
Available-for-sale investments AHEERE 7,349 -
Financial liabilities SRAE
Other financial liabilities at amortised cost — H & @ & & - 1% 8 555k & 175,962 229,743
Financial risk management objectives and policies BERREEREREE

The Group’s major financial instruments include trade, bills
and other receivables, loan receivables, available-for-sale
investments, held-for-trading investments, amounts due from
associates, cash and cash equivalents, trade and other payables,
amount due to a director and promissory notes. Details of these
financial instruments are disclosed in respective notes. The risks
associated with these financial instruments and the policies on
how to mitigate these risks are set out below. The management
manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner.
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Notes to the Consolidated Financial Statements
ER OB P IR R I 5E

For the year ended 30 June 2017

HE—

36.

T—HENA=THIEFE

FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and policies
(Continued)

Foreign currency risk

The Group has bank balances, trade, bills and other receivables
and trade and other payables denominated in foreign currencies.
The management considers that the Group mainly exposes to
the currency of USD and RMB.

The Group manages its foreign currency risk by closely
monitoring the movements of foreign currency exchange rates.
The Group currently has not entered into any foreign currency
forward contracts to hedge against foreign currency risk.

36. TWMI A (&)
BERREEEERBE (&)

SHEE R

AEBEZRITHES EHRKFE BRERE
Ko B MR IR - LA K2 B 5 e L At A R IR LA
SNETIE-EREERR AEETEZHYET
RAREOHE®ERR -

AEBEZYERINEER 2 81 AR ES

TR\ o N SR BIRE i R AT SEMINE R A
#) o AERSNE R - AT R BEE/EE

HmONE R -

Management will consider hedging foreign currency exposure
should the need arise.

FRH AEBAINETEZEBEER

The carrying amounts of the Group's foreign currency R
E¥BECEREENT

denominated monetary assets and monetary liabilities, at the
reporting dates are as follows:

2017 2016
—E—+tF —E—RF
HKS$'000 HK$'000
FBxT FET

Assets BE
usD ETT 270 829
RMB AREE 3 280
273 1,109

Liabilities =R
RMB AR - 1,042
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36. FINANCIAL INSTRUMENTS (continuec)

Financial risk management objectives and policies
(Continued)

Foreign currency risk (Continued)
Sensitivity analysis

The following table details the Group's sensitivity to a 5% (2016:
5%) increase and decrease in HK$ against relevant foreign
currencies. 5% (2016. 5%) is the sensitivity rate used when
reporting foreign currency risk internally to key management
personnel and represents management’s assessment of the
possible change in foreign currency rates. The sensitivity analysis
includes only outstanding foreign currency denominated
monetary items and adjusts their translation at the year end
for 5% (2016: 5%) change in foreign currency rates. A positive
number indicates increase in post-tax loss for the year when
HK$ strengthens 5% (2016: 5%) against the relevant foreign
currencies. For a 5% (2016: 5%) weakening of HK$ against the
relevant currencies, there would be an equal but opposite impact
on the loss for the year.

36. WM I A (&)

MBEBEEERREE (&)

sSEmpE ()

AN R AR FF ARSI BA A SR B st A8 7T S AR R S S 45
5% (—F —7RF 5% ) ZHREE 5% (= F
—NF5%)RATEERABRNBREINE
R ERzBRER MEREEENEZ
SNESTE R AT RE B - MRE D ITEB R R LR
WIAINESIE 2 ERIRE - WRFRLE5% (=
T—NEF %) ZINEEREBFHEHLEE
RAFE » IEBRRE B T 5 AR INE IR h15%
(ZF—NF 5% ) BRREERIE M 87T
HAABINE TBES5% (Z T —RF :5%) K K
HEeRAFE s BEERBSFERARZTZE-

2017 2016
—E—+tF TE—RHF

HK$'000 HK$'000

FHET FH T

usb ETT 11 35
RMB AR - (32)

Interest rate risk

The Group has exposure to fair value interest rate risk in relation
to the loan receivables for the year ended 30 June 2016 and 30
June 2017. The Group also exposed to cash flow interest rate
risk in relation to the bank balances and receivables arising
from dealing in listed securities for the year ended 30 June 2016
and 30 June 2017. The Group currently does not have a formal
interest rate hedging policy. However, the management monitors
interest exposure and will consider hedging significant foreign
currency exposure should the need arise.
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For the year ended 30 June 2017

HE—

36.

T—HENA=THIEFE

FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and policies
(Continued)

Interest rate risk (Continued)
Sensitivity analysis

The sensitivity analyses below have been determined based
on the exposure to interest rates for both derivatives and non-
derivative instruments at the end of the reporting period.
The analysis is prepared assuming the financial instruments
outstanding at the end of the reporting period were outstanding
for the whole year. A 100 basis points (2016: 100 basis points)
increase or decrease is used when reporting interest rate
risk internally to key management personnel and represents
management’s assessment of the reasonably possible change in
interest rates.

If interest rates had been 100 basis points (2016: 100 basis
points) higher/lower and all other variables were held constant,
the Group’s post-tax loss for the year ended 30 June 2017
would decrease/increase by approximately HK$702,000 (2016:
decrease/increase by approximately HK$1,036,000). This is
mainly attributable to the Group’s exposure to interest rates on
its bank balances and receivables arising from dealing in listed
securities.

Other price risk

The Group is exposed to equity price risk mainly through its
investment in listed equity securities. The management manages
this exposure by maintaining a portfolio of investments with
different risk and return profiles.

Equity price sensitivity analysis

The sensitivity analysis below have been determined based on
the exposure to equity price risk at the end of the reporting
period if equity prices had been 10% higher/lower (2016:
10% higher/lower) with all other variables held constant, the
Group’s post-tax loss for the year would decrease/increase by
approximately HK$2,677,000 (2016: approximately HK$5,813,000)
mainly due to changes in fair value of held-for-trading
investments and available-for-sale investments.

36. WM I A (&)

BHERBREEERREE (&)

FIFEmE (E)
R W

DATE’J@ZF}E“WE?@TEIE\&#@TEIE
N IERRER M ERARERE - BB
TEJ*’LEﬁi&iﬁﬂﬂirﬁ?ﬁEﬁZ%HEIEJJE’\EE

M AR ETT o 100 E R (=2 — /N F 1 10018 &
) 2B TR A EBEBAERNIZ

#Eﬂ?ﬂ IR WABEENSEAT
RSB A TS o

MAE EF TERIOOEES (ZT—/KNF:
100fE &2 MATE R E2RF[IAE  AEE
HE-Z—tHFx A= +E|Jt¢FZ RIS
BRI hN49702,0005 7T ( —F—<F
B/ 1 A0491,036,0000 7T) <t A E BB R
NEBZRITEGBIALTESBEEELZE
Ui 3K T8 T e 1) 2R L o

Rt Em bz
AEETERE FHRAEFRE MAS A
ERER éﬁl"%%ﬁ?ﬂﬂ e K% [0 42 2

A (E1E SRR DT
A THBEED N IIRBER R E P RAENK

(B AR R 0 B E o i AR AR B AR 12 0, R 4
10% (ZF—REF N mA10%) - AAE

HBERZIE AEBAFE 2 HEEIE
R 18 AN 492,677, 0008 7T ( = — /< 4F
#15,813,00087C) T EMRIBFEEEREZ
AFERAEHERES I
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HE—

T T ENA=EHILEE

36. FINANCIAL INSTRUMENTS (continuec)

192

Financial risk management objectives and policies
(Continued)

Credit risk

The Group's maximum exposure to credit risk which will cause
a financial loss to the Group due to failure to discharge an
obligation by the counterparties provided by the Group is arising
from the carrying amount of the respective recognised financial
assets as stated in the consolidated statement of financial
position. In order to minimise the credit risk, the management
of the Group has delegated a team responsible for monitoring
procedures to ensure that follow-up action is taken to recover
overdue debts. In addition, the Group reviews the recoverable
amount of each individual trade debt and debts investment
at the end of the reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts. In this
regard, the directors consider that the Group's credit risk is
significantly reduced.

The Group’s concentration of credit risk by geographical
locations is mainly in Hong Kong and PRC which accounted for
0% (2016: 4%) and 100% (2016: 96%) of the total trade and bills
receivable as at 30 June 2017 respectively.

As at 30 June 2017, the Group has concentration of credit risk as
28% (2016: 23%) of the total trade and bills receivables was due
from one of the Group's largest customers while 79% (2016: 76%)
of the total trade and bills receivables was due from the Group's
five largest customers.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings assigned by
international credit-rating agencies or with good reputation.

Liquidity risk
In the management of the liquidity risk, the Group’s policy is to
regularly monitor current and expected liquidity requirements to

ensure that it maintains sufficient reserves of cash to meet its
liquidity requirements in the short term and long term.

Silk Road Energy Services Group Limited

RIRSEBE AR QA

36.

€RITE %)
BEEAREEEEREE (&)

=EmE

AXSHFRERTEIMEASEERZH
BEENASESREEERR ELXBNEA
MBI RIIN S BEER R EENRE
B-REEEERR AEEEEEERK/)
MABREITRER NRERRIRER B E 8
HAEIE - i HN - REERN IS BRI SR @R
B 5@ MEBIRE N A RIS - AR B
RREUR O] BO BUER (F R S0 R (B BT 18 = BE Lk T
F EEARAEENEERBREAERD

AEBEMEMESNEERREFTIERE
BRPE R -T-EFRNA=THADRIELR

ESEWIE N EREE 20% (—ZT—NF:
4% ) 2 100% ( ZZF—7X4F 96% ) ©

RIZB—tFRXA=+TH AEEEFREAK
KERARFZ — 2 REZRMFRALEER
B2 EERRF28% (T —/NF:23%) M
RSB AAEP 28 5 R UHIA K B
RRZEERBRR7% (ZT—RF:76%) °

MRRSHF REBEREEFERERETRE

BERRBERIFZRIT BRBDHESZEE
[\ Be B R o

MEBE L /m b

AEERDECARNS AEBZBRRE

HERBEREHRIRBDESTE  UERE
%’E%EMJEHE%@&EE‘HM@U&@ E278%
-



Notes to the Consolidated Financial Statements
RO TR HR R M EE

For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

36. FINANCIAL INSTRUMENTS (continued) 36. RITH (&)
Financial risk management objectives and policies BERBEEEERBE (£)
(Continued)
Liquidity risk (Continued) FEELERE (&)
Liquidity tables B E &
The following tables detail the Group’s remaining contractual TRAMVAREEFITESHBENR TS
maturity for its non-derivative financial liabilities. The tables EEEBER ZRBEAEEENRNETH
have been drawn up based on the undiscounted cash flows of e BaEPRIBRERERE -

financial liabilities based on the earliest date on which the Group
can be required to pay.

The table includes both interest and principal cash flows. TREAFERRESHESRE -

More than More than

On demand 1 year but 2 years but Total
or within less than less than  undiscounted Carrying
1 year 2 years 5 years cash flows amount
RERY BB—F BBME RER
R—FR BHORME BOREFE RERELE BREE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR THT FET THT TET
At 30 June 2017 R-E-tEXA=1+H
Non-derivative financial liabilities FiTE2BER
Trade and other payables B 5 REMEMNE 69,375 - - 69,375 69,375
Promissory notes A EE 1,235 1,235 124,809 127,279 106,587
Total @ar 70,610 1,235 124,809 196,654 175,962
At 30 June 2016 R-ZBE-REXA=1H
Non-derivative financial liabilities FiTE2BERE
Trade and other payables B 5 REMEMNE 83,337 - - 83,337 83,337
Amount due to a director EN—ZEZHE 1,128 - - 1,128 1,128
Promissory notes ALEE 1,764 1,764 180,064 183,592 145,278
Total @t 86,229 1,764 180,064 268,057 229,743
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36. FINANCIAL INSTRUMENTS (continuec) 36.

Fair value measurements recognised in the consolidated
statement of financial position

The following table provides an analysis of financial instruments
that are measured at fair value at the end of each reporting
period for recurring and non-recurring measurement, grouped
into Levels 1 to 3 based on the degree to which the fair value is
observable in accordance to the Group's accounting policy.

SWMIA#E)
RESHMBRARER Z D FEE

TREIINEREPRAEE LI T LY
SRIAZNFEFEFRLEZON  REAEE

SRTBERBEAFEABREERRE 2=

30/06/2017
—Z2-tEXA=1H
Level 1 Level 2 Level 3 Total
£ F-R F=R @t
HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT THT
Financial assets at FVTPL BEZRBRATFEARZ
SREE
Non-derivative financial assets held BEEBZETESREE
for trading 24,715 - - 24,715
Available-for-sale AHEE
Non-derivative financial assets BRATEAHEEHTE
available-for-sale at fair value SRIEE 7,349 - - 7,349
Financial liabilities SRAE
Promissory notes ESES - - 106,587 106,587
30/06/2016
“E-RFRA=1H
Level 1 Level 2 Level 3 Total
E— E-4& R @ar
HK$'000 HK$'000 HK$'000 HK$'000
T T T FEL
Financial assets at FVTPL BREZRBRAFEARZ
SREE
Non-derivative financial assets held BEEBZ TS REE
for trading 69,621 - - 69,621
Financial liabilities tRBE
Promissory notes ESES - - 145,278 145,278

There were no transfers between levels of fair value hierarchy in

the current and prior years.
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36. FINANCIAL INSTRUMENTS (continuea) 36. TRT A (&)

Fair value of financial assets and financial liabilities that
are measured at fair value on a recurring basis

The valuation technigues and inputs used in the fair value
measurements of each financial instrument on a recurring basis
are set out below:

BEEMEENUQAFEIBZEREERSM
BEZAFE

BRI ARKEEEREY AT EFEMAG
BIERBABEHINMT

Financial Valuation technique
instruments Fair value hierarchy Fair value as at and key inputs
HERER
SRIA ATEER RUTEBZAYEE TEHAEE
30/06/2017 30/06/2016
HK$'000 HK$'000
—E—tF ZE-RF
AA=1+H ~NAZ=Z+H
TERT FHET
Held-for-trading Level 1 24,715 69,621 Quoted bid prices in active market
investments
FIEEERE FE—M ERTISHREAE
Held-for-trading Level 1 7,349 - Quoted bid prices in active market
investments
BEEERE E— ERTISMREANE

Fair value of financial assets and financial liabilities that
are not measured at fair value on a recurring basis (but
fair value disclosure are required)

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities recorded
at amortised cost in the consolidated financial statements
approximate their fair values.

During the year ended 30 June 2016, the valuation of promissory
notes is under Level 3 hierarchy. The valuation technigue and key
inputs used in arriving at the fair values of the promissory notes
are disclosed in note 37 to the consolidated financial statements.
The promissory notes are subsequently measured at amortised
cost in the consolidated financial statements and approximate
their fair value.

Y EEEUEEUQNFEABZEREER
EMEEIAVE (EAREATYE)

ARTEERS 5 A WIEHET RBHHA
SIS MEERSME By FEERRESY
ATEMRE -

HE- TR FANA=Z+THIEE ALEE
ZHEBE=QAFEEBR EMEHLERY
NEERFTRHESEREZHABERES
B SRR W37 BT - A H BB E RN ERB L
AU BHERPIZEENAFTE FFELRER
N ERE-
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37. ACQUISITION OF ASSETS THROUGH 37. EEWEBHEBLARAKBEE WEHE

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF SUBSIDIARIES

Year ended 30 June 2017 - Acquisition of assets through
acquisition of subsidiaries

In August 2016, dt REZW LR RMAREBR AT (L mE
294", an indirectly wholly-owned subsidiary of the Company,
entered into a sales and purchase agreement with several
independent third parties for the acquisition of 51% equity
interest in SA I E 2T EERE B R A R (formerly known as
AR B ¥ AL R E AR A ) and its subsidiaries (“F7 B8R ZL
73", which principally engaged in the provision of heating service
and planned to obtain the agreement for provision heating
service to Heze City of Shandong Province of the PRC from
the local Government (the “Project”) until the end of 2045. The
transaction was completed in August 2016 by cash consideration
of RMB15,300,000 (equivalent to approximately HK$17,601,000),
representing the Group's portion of registered capital in a2
EEWHEERA N ER AR In the opinion of directors, at the
acquisition date, no business has been conducted by ##g /R 2
J1since its establishment but mainly held certain property, plant
and equipments with the carrying amount of HK$20,965,000.
Thus, the transaction was accounted for acquisition of assets
rather than business combination.

Assets acquired and liabilities recognised at the date of
acquisition are as follows:

nE]

BE-_Z—t+tFEXA=THLEE-ZBWE
HEATWBEE

RZE—RFNA AR —EEZE2EH
BARIEZENEREMREERA T
([tREER )V BETEYE=HFVESR
ek KBS 2 E BRI BR A F
(RTFE A2 EREFEERANBRAR]) R H
MWEAR (3R] F 2R EHEARE)
Z51%HE - WETEI RS E BT R E A H
IWEREmEMRMEEARE ([ZEE]) - #R
ABEEZTNAFFRIE -RFERZZT—R
FNAUREREAR15,300,0007T (FHER
#317,601,0007 70 ) + BNAS 62 [ 5A SR 2 2 249 3
BERANBRAGEMBRAMDETK -ES
RA RN B BRI AR
EmARER X ERBREEA20,965,000%
TTHETYWE BELR&E Bt KHARR
WHEEEMIEEBE M-

KRB B RR A EERAENT

HK$'000

FET

Property, plant and equipment Y% BB M E 20,965

Other receivables Hh fE WO IR 2,233

Cash and cash equivalents Re MRS EEY 26,479

Other payables H e 50IE (15,165)

Net identifiable assets acquired Fr U B BT 38 51 & S VB 34,512

Less: 49% non-controlling interests T A9%IETE IR i (16,911)
Net identifiable assets acquired attributable to Frik s nl 385 & B A

owners of the Company (RRRHEAB AES) 17,601

Analysis of net cash flow of cash and cash equivalents arising on
acquisition:

WEEEMEARS MRS EEVHRSREF
BN

Cash consideration paid BENRERE (17,601)
Less: cash and cash equivalents acquired B RTWERE RIS EEY 26,479
Net cash inflow arising on acquisition WEEEIEMEAR S RAFRE 8,878
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37. ACQUISITION OF ASSETS THROUGH 37. EEWEBHEBLRAKBEE WEKE

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF SUBSIDIARIES (continuea)

Year ended 30 June 2016 - Acquisition of subsidiaries

Oon 2 April 2015, Million Nature Holdings Limited (“Million
Nature”), an indirectly wholly-owned subsidiary of the Company,
as purchaser, entered into a sales and purchase agreement
(as amended by supplemental agreements dated 22 April
2015, 5 June 2015 and 24 June 2015, respectively) (the “SPA”")
with Mr. Hu Zhixiong (a connected person of the Company
and was subsequently appointed as an executive director
of the Company on 28 August 2015) and Ms. Fan Aixian, as
vendors (the “Vendors”). Pursuant to the SPA, the Vendors have
conditionally agreed to sell and Million Nature has conditionally
agreed to acquire the entire issued share capital of Everbest
Return Limited, a company incorporated in the British Virgin
Islands (“BVI”) with limited liability, at a total consideration of
HK$760,000,000 (to be adjusted based on the after-tax profits
of Everbest Return Group for the year ended 30 June 2016). The

nE(#)

BE-Z-—AEXNA=THLEFEE-WENE
A F

RZZE—RAFHNAZB AARZHEER
,éfIKﬁJE A]Million Nature Holdings Limited

(I'Million Nature 1) (tEAE 75 ) B 1 % &
(RARRZBEAL BN _ZE—AFNA
ZtHN\BEZEAEARRRRTES) REE
ZE (EBER B ZSEH]ILEER
% (gAMSRA-ZE—RENMA-+-H"
—HERARAR-ZE—REAZTNE
AzwEnamEEs]) ((EEHE]) RIEE
B ZSEH B K4RE B E mMillion
Naturef & 14 [E Z U BE Everbest Return Limited
(REBERAES ([ABERAES])
MY Z2BRAR)ZHEEHTHRA BREA
760,000,000 7t ( #5#ZEverbest Returnss @&
2T — /\E/—\H*Jratirﬁméiﬁﬁu

acquisition was completed on 31 July 2015. AR - W EHER _E—RAFEA=+—
A 7R
Fair value of consideration transferred EHEZEAREBEZAFE
HK$'000
FH&IT
Cash B 76,000
Promissory notes issued (note 30) B EITENEER (H5E30) 240,000
Contingent consideration receivable (note 30) FE U S SRR AE (BT EE30) (8,426)
Total B 307,574

As part of the consideration for the acquisition of Everbest
Return Group, promissory notes with nominal value of
HK$304,000,000 were issued. The promissory notes have been
measured at fair value as at completion date, i.e.. 31 July 2015.
The fair value of the liability component is determined by
discounting the nominal amount and the accrued interest at
the discount rate of 6% as determined by the Directors with
reference to valuation carried out by LCH (Asia-Pacific) Surveyors
Limited (“Valuer”), an independent professional valuer. The
discount rate is based on the credit rating of the Company and
bond yield of comparable companies with similar credit rating.
The fair value of the promissory notes on date of acquisition
amounted to approximately HK$240,000,000.

{E AU EEEverbest ReturEB 2 HHRE - |
{8 A304,000,00078 70 2 A H 2 B 817 o A
ZEEPRTEXESH (A ZE—RF+LA=+—
A RAFEFZE - BEHD <R FETIIES
MR AESERETFEETE JTIRE
EEﬁ%ﬁ%ﬁiﬁﬁmﬁﬁﬁiﬂ%’“ﬁ/ﬁuiﬁﬂiﬁﬁﬁé
AR ([MEERM D EH 2 HEREE  UAA
Z%EEM&&%EE%ME%ZEJ%ﬁtb@/&iz
BEHENEEAER ALERERNKERHR A
& %) A240,000,0007 7T
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37. ACQUISITION OF ASSETS THROUGH 37. EEWEBHEBLRAKBEE WEHE

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF SUBSIDIARIES (continuea)

Year ended 30 June 2016 - Acquisition of subsidiaries
(Continued)

The fair value of the contingent consideration receivable of
approximately HK$8,426,000 was estimated by the directors
of the Company with reference to a valuation and relevant
sensitivity analysis performed by an independent valuer. The
estimation takes into account the expected shortfall of profits
from the guaranteed profit arrangement as stated in the SPA.

For the contingent consideration arrangement, if the net profits
after tax of Everbest Return Group for the year commencing
from 1 July 2015 to 30 June 2016 based on the 2016 audited
accounts (the “2016 After-Tax Profits”) is less than the
guaranteed profits amount of RMB150,000,000 (the “Guaranteed
Profits Amounts”) (equivalent to HK$187,500,000 based on the
pre-agreed exchange rate of RMB1=HK$1.25), the retained
completion sum (the “Retained Completion Sum”) payable by
the Company will be reduced by an adjustment amount (the
“Adjustment Amount”) which is calculated as below:

Retained Completion Sum = HK$380,000,000 - Adjustment
Amount

where the Adjustment Amount = (RMB150,000,000 (Guaranteed
Profits Amount) — 2016 After-Tax Profits) x 4.053

If the Adjustment Amount equals to or exceeds HK$380,000,000
(being the initial completion sum) (the “Initial Completion Sum”),
then: (i) no Retained Completion Sum shall be payable by Million
Nature to the Vendors; and (i) the Vendors shall jointly and
severally pay to Million Nature the paid consideration refund
amount (the “Paid Consideration Refund Amount”).

The calculation for the Paid Consideration Refund Amount is as
follows:

Paid Consideration Refund Amount = Adjustment Amount —
HK$380,000,000 (Initial Completion Sum)

where the Paid Consideration Refund Amount shall be capped at
HK$379,999,999.

198 Silk Road Energy Services Group Limited
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nE] (#)

BE-Z-—A"EXA=THLFE-WEHE
DA (E)

FEN S A B 2 X F{E#I8,426,000/8 LTI A AR
RAZEFTRSE LB HEMETZAE
KBRS E D AT EIT AT - R B R
BEEWEMEREEN LS B EE -

MAARBLEEME  MBRE_Z—NFLE
%85 B Everbest Retun&E BB —Z—AFt A
—HRBREZE—ARFENAZTHILEFEZBRIM
B ([ZE—RNEBRBERER]) D IMRE
%% Fl 4 58 A R #150,000,0007T ([ 1R 355 7 &
Bl ARBITHI2SE T2 AL EER
=+ & 48 % 7¥M87,500,00078 7T ) - Bl AN A B FE 1f
ZIRBEMKIE ([REBFEKRKIAL) BIZAE
T ([FARSEDELRINRE T8I T

RE 5T

( T} TE=380,000,000/% 7T — FHE S 5§

maAZ e 5= ( AR%150,000,0007T (1R 5% K
©R) T NEBRB%ERETF)) X 4.053

s 38 22 < B8 B 55 7 2 48 #3380,000,0007% 7T (AP
BESKRHE) (2K E]) Bl ()
Million NaturelHZBMZEE 5 X 1R 8 K
IR R(iNiZEE 5 AR &M@ mMillion
NatureZ NEMNHREEESRE ([BENREESE
THE]) o

EMRERESBETENT:
B R(ERE 5= % £ % —380,000,000/8
T (BEEEMFIA)

MmEMNRERESE SRS £379,999,999% 7T °
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37. ACQUISITION OF ASSETS THROUGH 37. EEWEBHEBLARAKBEE WEKE

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF SUBSIDIARIES (continuea)

Year ended 30 June 2016 - Acquisition of subsidiaries
(Continued)

The potential undiscounted amount of the adjustment on
the consideration under this arrangement is between nil and
HK$759,999,999.

The directors of the Company consider that the acquisition of
Everbest Return Group will benefit the Group through synergies
and economies of scale. The acquisition of Everbest Return
Group had been accounted for using the acquisition method.

Consideration adjustment

Everbest Return Group achieved a profit of approximately
RMB49,805,000 for the year ended 30 June 2016. Accordingly, an
adjustment to the consideration is required based on the above
formula. The calculated Adjustment Amount is approximately
HK$507,611,000 and the Paid Consideration Refund Amount is
approximately HK$127,611,000. As a result of the adjustment,
part of the promissory notes issued will be cancelled. A gain
on write back of promissory notes issued of approximately
HK$97,877,000 was recognised during the year ended 30 June
2016.

nE (#)

BE_Z-
DT (#)

LB TRERBBERTRSENTT
%759,999,99978 7T ©

RNREAAZTHLEFE-WEHRE

KAREERE UEEEverbest Returns: &%
ERpREMERBESCEND SAEEE
F| o I B Everbest Returnt B B ¥z Y B S5 A
E\Eo

REAZ

HEZT—XFA=1+HILFE  Everbest
Re‘[um‘i = = IR a4 A R #49,805,0007T ©
b ZBRE EATGETRERAR -FTEER
ﬂ%%%ﬁiﬁ%ﬁSOZéﬂ,OOWéE mEfRER
82 E A#127,611,00088 7T c R #ETT I
BT D AN BB GETHE - B2 31T
A H IR 2 W5 #997,877,0008 TERE ZE =
E—RNENAZTHILFERER-
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37. ACQUISITION OF ASSETS THROUGH
ACQUISITION OF SUBSIDIARIES/

nE (#)

ACQUISITION OF SUBSIDIARIES (continued)

Year ended 30 June 2016 - Acquisition of subsidiaries

37. EBUREHBLARKBEE WBHE

BE_Z—ANEANA=STHLEFE-KREKS

(Continued) AT (&)
The fair value identified assets and liabilities of Everbest Return Everbest Return&E @ 2 B i B & &= Kk & ER UK
Group as at the date of acquisition were as follows: BHEBZAFENT:
Fair values
AFE
HK$'000
FHETT
Property, plant and equipment VI BB MR 26,380
Customer contracts BEFAH 339,592
Deferred tax assets EETIEEE 11,193
Trade, bills and other receivables S EWFIE - FEUE R & E b fE WGRIE 115,916
Cash and cash equivalents RERBESEHEY 1,232
Trade and other payables B 5 L H MR R (71,082)
Bank borrowing wITEE (694)
Amounts due to former shareholders JE 1 B RR 3R 5K 18 (21,755)
Income tax payables FERT TS HE (8,533)
Deferred tax liabilities EEFIEAE (87,008)
Net identifiable assets acquired Frig s nl 385 & B A 305,741
Goodwill arising on acquisition WEERMTEAME 1,833
Fair value of consideration REZRFE 307,574
Analysis of net cash flow of cash and cash WHEEEMEEARES MRS EEY
equivalents arising on acquisition: REeMEFEIN:
Cash consideration ReRE 76,000
Less: deposit and earnest money paid BBFEFEZEMNERERRES
in prior years (76,000)
Add: cash and cash equivalents acquired meERERERRESEED 1,232
Net cash inflow arising on acquisition WEEEMEARSRAFE 1,232
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37. ACQUISITION OF ASSETS THROUGH 37. EEWEBHEBLRAKBEE WEKE

ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF SUBSIDIARIES (continuea)

Year ended 30 June 2016 - Acquisition of subsidiaries
(Continued)

The goodwill arising on the acquisition is not deductible for tax
purposes.

The fair value of trade, bills and other receivables at the date
of acquisition amounted to approximately HK$115,916,000. The
gross contractual amounts of those trade and other receivables
acquired amounted to approximately HK$160,690,000 at the
date of acquisition. The best estimate at acquisition date of the
contractual cash flows not expected to be collected amounted to
approximately HK$44,774,000.

Goodwill arose in the acquisition of Everbest Return Group
because the cost of the combination included a control
premium. In addition, the consideration paid for the combination
effectively included amounts in relation to the benefit of
expected synergies, revenue growth, future market development
and the assembled workforce of Everbest Return Group. These
benefits are not recognised separately from goodwill because
they do not meet the recognition criteria for identifiable
intangible assets.

Acquisition-related costs amounting to approximately
HK$1,982,000 (2015: approximately HK$6,902,000) have been
excluded from the consideration transferred and have been
recognised as an expense in the current year, within the
administrative expense in the consolidated statement of profit or
loss.

Included in the loss for the year is profit of approximately
HK$59,680,000 attributable to the additional business generated
by the Everbest Return Group. Revenue for the year includes
approximately HK$298,741,000 generated from the Everbest
Return Group.

nE(#)

BE-Z-—A"EXA=THLFE-WEHE
DA (F)

Wi B =5 TR PR AR PR X A A A 55 4 H HORL

RUHE B I 5 WG IE - [ERER IR N E
Wk IR 2 R FE#) /115,916,00078 7T © 70 UK s
BHIPT B EE S M EMERRANES
#) & #249 7$160,690,0007% 7T - AUk BE B B %I 7R
Hrelpmne R RENKEGOR
44,774,000 7T °

W g Everbest Returnte BIZE 4 2 & 38 i J5 B
RE AR BIE 7RSI R E - bt T
ZEHREERBRE T EHBRBE - il
i~ B85 3R KEverbest Return&EE 2 &
BETHER B ZEERWEBLNEE
R REAETNHGAEAIESANENEE T

277) 4aE
E@T%QEC’

491,982,000 L2 WHEHEEER A (ZE—H
& 496,902,000/ 0) B B FTE R 2 R EF F)
B WERAFERGEEBEERANITEASIE
THRBZ —TEFRY

N[ 2 518 B 1E 5R B A Everbest Return& &
5 O 2 BTG 576 2 i M) #59,680,00078 7T © 2R 4F
8 2 U835 B FEE 4 B Everbest Return&= & 2 49
298,741,000 JT, ©

Annual Report 2017 201

201745



I it AIEREOREBlitls tod Financial Statements
RO IS IRFRMEE

For the year ended 30 June 2017
HE_T—+HF R A=THIEFE

37.

38.

202

ACQUISITION OF ASSETS THROUGH
ACQUISITION OF SUBSIDIARIES/
ACQUISITION OF SUBSIDIARIES (continuea)

Year ended 30 June 2016 - Acquisition of subsidiaries
(Continued)

Had the acquisition been completed on 1 July 2015, total revenue
of the Group for the year would have been approximately
HK$386,411,000 and loss for the year would have been
approximately HK$124,884,000. The pro forma information is for
illustrative purposes only and is not necessarily an indication
of revenue and results of operations of the Group that actually
would have been achieved had the acquisition been completed
on 1 July 2015, nor is it intended to be a projection of future
results.

In determining the “pro-forma” revenue and profit of the Group
had Everbest Return Group been acquired at the beginning of the
current year, the directors of the Company have:

. calculated depreciation of plant and equipment acquired
on the basis of the fair values arising in the initial
accounting for the business combination rather than
the carrying amounts recognised in the pre-acquisition
financial statements; and

o determined borrowing costs based on the funding levels,
credit ratings and debt/equity position of the Group after
the business combination.

PARTIAL DISPOSAL OF INTEREST IN
SUBSIDIARIES

On 23 October 2015, the Company completed the disposal of
40% equity interest in PR ASIA Investment, an indirectly non-
wholly owned subsidiary of the Company, at a consideration
of HK$13,000,000 to Mr. Ling Yee Fai (“Mr. Ling"), a connected
person of the Group. Upon the completion of the transaction,
the beneficial interest of the Group in PR ASIA Investment
decreased from 100% to 60% without loss of control. An amount
of approximately HK$16,383,000, being the proportionate share
of the carrying amount of the net assets of PR ASIA Investment
and PR ASIA Consultants, a wholly owned subsidiary of PR ASIA
Investment, as at the date of completion have been adjusted to
the non-controlling interests. The net difference recognised by
the Group between (i) the fair value of consideration received by
the Group and (i) the aggregate of the increase in non-controlling
interest of approximately HK$3,383,000 is recognised in other
reserve.

Silk Road Energy Services Group Limited
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38.
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nE] (#)

BE-Z-—A"EXA=THLFE-WEHE
DA (E)

WZWBER_Z—AFtA—B=ER A%
BN AFE 2 B # A %1386,411,000/8 7T »

i AN 2 2 B 18 16 /5 #9124,884,00078 7T © 15
ZERMEHESPRR  WAERAMZEEDR
TE-RAFtEA—HAEN AEEBEERER
2R REEEE N RIEAHBELECTE

e

JAEE T fHEverbest Return£s [ & A AN 4F & £ 47)
BUREAEE [HZ ] WaXad i AAF
BEQ:

s REVBAREHAEHBELENAFE
U BB BT 1 I R FE R Z BRI ERT &
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s REAKENEHAHROBENKTE
EENRRER TR R EEREERK
Z’KO

HERKE QR 250 #s

RZZE—RAF+AZ+=8 AQREKMEK
SEBEATENRSEE (DELEE])HER
NEEEIEEEWE A AIPR ASIA Investment
2 A0% A% #E - K {8 /13,000,000 7T ° X 5 7%
% - REERPR ASIA Investment” B 25 1
5 FR100%38, 260% » I 4 Sk 4 $#E - BEH L
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39. DISPOSAL OF SUBSIDIARIES
Year ended 30 June 2017

A.

On 16 October 2016, the Group, as vendor, entered into
a sales and purchase agreement with an independent
third party, as purchaser, pursuant to which the Group
conditionally agreed to sell, and the vendor conditionally
agreed to acquire, 60% of the issued share capital of PR
ASIA Investment, at a total consideration of HK$36,300,000.
Upon the completion of the disposal on 2 November 2016,
PR ASIA Investment will no longer be a subsidiary of the
Company and the Group will cease to hold any equity
interest in each member of the PR ASIA Investment and its
subsidiaries. As at 30 June 2017, the whole consideration of
HK$36,300,000 was received. The aggregate net assets of
the subsidiaries disposed of at the date of disposal were as
follows:

39. HEKMEBQ T
BE-_ZTE—tEXA=ZTHLEE

A.

RZZE—RF+A+T-A B&EE (EA
ER)E—ZBYE=H(EABEH)E]
VEEWE B AEBEBSBRHRE
HE - MEAEAGEHREWRIEPR ASIA
Investmentz 60% 2 B 1TRE AR - BRE A
36,300,000/ Lo HER T —RF+—
HZ—H5#% PR ASIA Investmentis 1
BAKRKARZHMBEAR  BEAEEBR I
FAPR ASIA Investment & E Bf & 2 518K
BRRIBAEMRA RS RN —+F
ANA=Z+TH - BUYRELE IR (36,300,000
B FTHEMBARRHERPEZEE
SFEATENT

HK$'000
FTET
Total cash consideration HEeREES 36,300
Analysis of assets and liabilities BEREEGIRCEERABIN:
which control was lost:
Goodwill BES 17,062
Deferred tax assets BEERIEE E 153
Property, plant and equipment W BB L& 193
Trade and other receivables B 5 & H b FE WK IE 9,554
Cash and cash equivalents RekREEEY 7,997
Trade and other payable B 5 M E A E A FRE (1,432)
Income tax payables FERTFTISHH (635)
Non-controlling interests SEfE R T (13,206)
Net assets disposed of FrE v EEFE 19,686
Gain on disposal of the subsidiary HEMB AR 2 s 16,614
Net cash inflow arising on disposal: HEELECESRAFRE:
Cash consideration ReRE 36,300
Less: cash and cash equivalents disposed of & : FTHEZHE MIELEHEY (7,997)
28,303
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39. DISPOSAL OF SUBSIDIARIES (continued)
Year ended 30 June 2017 (Continued)

B.

ated Financial Statements

39. HEMBLARE (&)
BE-_Z—tEXNA=tBLEE (&)

On 21 April 2017, the Group, as vendor, entered into a sales B, WIZ—tFWA=+—8 A%£E ({F
and purchase agreement with an independent third party, BER)E—ZBYE=ZHF HEAEH)
as purchaser, pursuant to which the Group conditionally FIVEEmZ Bt AEEE BB
agreed to sell, and the vendor conditionally agreed to AELE MESEAGREREKEF
acquire, 100% of the issued share capital of Sino-Mongolia, ExeHesiThRi aREAARE
at a total consideration of RMB9,500,000 (equivalent to 9,500,0007T (#8E F210,714,0007 7T ) °
HK$10,714,000). Upon the completion of the disposal in ERZZE—tFRHATKE  FEBTHE
May 2017, Sino-Mongolia will no longer be a subsidiary of BARAZHBAR  AAREEBLIER
the Company and the Group will cease to hold any equity PFERENBATSKE RARFEEM
interest in each member of the Sino-Mongolia and its AR R_E—LFA=TH B
subsidiaries. As at 30 June 2017, the whole consideration of U ER 2 20X (810,714,000 7T AT H & KT
HK$10,714,000 was received. The aggregate net assets of BREINLERHEEFEBENT
the subsidiaries disposed of at the date of disposal were as
follows:
HK$'000

FH&xT
Total cash consideration REREELTE 10,714
Analysis of assets and liabilities which BEREEHECEERBESIT:

control was lost:

Goodwill BES -
Property, plant and equipment Y B M 4,128
Exploration and evaluation assets R RFHE & E =
Trade and other receivables B 5 & H b FE WK IE 2,337
Inventories BE 3,017
Cash and cash equivalents ReRREEEY 340
Trade and other payable B 5 R H A RIE (2,518)
Deferred tax liabilities REHIBEAE (54)
Net assets disposed of FrtE v EEFE 7,250
Gain on disposal of the subsidiary HEMRB AR 2 W 3,464
Net cash inflow arising on disposal: HEEEZREGRAFE:
Cash consideration RERE 10,714
Less: cash and cash equivalents disposed of & : FTHE 2B & MRS HEY (340)

10,374
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39. DISPOSAL OF SUBSIDIARIES (continued)
Year ended 30 June 2016

On 30 September 2015, Huge Discovery Limited (“Huge
Discovery”) (a indirect wholly-owned subsidiary of the Company)
disposed of the entire issued share capital of Best Four Ocean
Limited (together with its subsidiary, collectively referred to as
the "Best Four Ocean Group”), a company directly wholly-owned

39. HEMBLQR (4)

BE-E—XRNEXA=ZTHLEE

RZE—RAFNA=ZTRH ARARZHEES
& M1 )8 A FlHuge Discovery Limited ([Huge
Discovery | ) H & Huge DiscoveryE E 2 EH A
Z%@EEEBE’AET (EREMBARGREA @
IJ)Z’\ﬁBEi—%ﬁHQK? BB E=

by Huge Discovery, to an independent third party at a cash fﬁiw A30008 T - BIUEEBERENRN
consideration of HK$3,000. The Best Four Ocean Group is inactive Iﬂﬁ\i%ﬁ‘x
during the year.

HK$'000

FET
Total cash consideration received YR R ERRE 3
Analysis of assets and liabilities EREEHEZ2EERABESIT:
which control was lost:

Property, plant and equipment Y2 B M 19
Other receivables H e U IR 124
Cash and cash equivalents RekREEEY 1
Other payables H b e RO (194)
Net liabilities disposed of &z aEFHE (40)
Gain on disposal of subsidiaries B A B e e 43
Net cash outflow arising on disposal: HEEA RS FE:
Cash consideration received BUHIE & RE 3
Less: cash and cash equivalents disposed of B RMHEZRERBEEEEY (11
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40. COMMITMENTS
Operating lease commitments
The Group as lessee

At the end of the reporting period, the Group has commitments
for future minimum lease payments under non-cancellable
operating leases which fall due as follows:

| Financial Statements

40. 7EiE

REHEERE

EEBEBEBA

R B - AR BRI A B S R )
B THIEIE B S 2 R IR (R & SR
mF

2017 2016

—E—tF ZE—RF

HK$'000 HK$'000

FER FET

Within one year —F R 3,656 6,359
In the second to fifth years inclusive BE-EZERFT (REEEMTF) 1,371 9,725
5,027 16,084

Operating lease payments represent rentals payable by the
Group for its office premises. Leases are negotiated for one to
three years (2016: one to three years) and rentals are fixed for an
average of one year (2016: one year).

41. RELATED PARTY TRANSACTIONS

Apart from those disclosed elsewhere in these consolidated
financial statements, the Group entered into the following
significant related party transaction based on the terms mutually
agreed between the parties involved:

Transaction with a related party

Rental paid/payable B EAEe

41.

REMOFETEAEERER AR EN
ZHEE - HOR—E=F (ZT—RF: —E=
F)2FHERIMESRFE—F(ZF—X
F—F)RETE-

FAEALXRS

REREFHEAMBERREMBIEMPES
S NGB B ARAR BRI 4977 AR5 TE B0 16 RAT
MTINERFAEALRS:

BE-FEEALZXRS

2017 2016
=gt —TAF
HK$'000 HK$'000
FB T

= 2,741

Rental fee for the use and lease of office premises of the Group
was paid/payable to a related party who is a family member
of the ultimate beneficial owner of the substantial shareholder
of the Company. The transaction, which was terminated during
the year ended 30 June 2016, constituted continuing connected
transaction as defined in the GEM Listing Rules.
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41. RELATED PARTY TRANSACTIONS (continuea) 41. BEALRS (&)

Transactions with an associate

E-EHBREQRRAZIXRS

2017 2016
—E—tF ZE—RF
HK$'000 HK$'000
FEx FHET
Advertising expense EER% 34 84
Entertainment expense FHEE 2 A 29 63
63 147
Compensation of key management personnel FEEEAS 2HFMH

The remuneration of the directors (who are the key management

FRNEF(AEBXTEEEABR) ZFH MM

personnel of the Group) during the year were as follows: T
2017 2016
—E—+tHF ZE-RF
HK$'000 HK$'000
FHET FET
Short-term benefits SRR 5,343 4,772
Post-employment benefits RIKEF 31 49
5,374 4,821
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42. PRINCIPAL SUBSIDIARIES 42. TEMBRF

Particulars of the company’s principal subsidiaries as at 30 June RZE—EF A=+ ARFFERBL
2017 are set out as follows: CIEAE 2
Place/Country of  Paid up issued Proportion of
incorporation/ ordinary share Proportion of ownership interest voting power
Name of subsidiary operations capital held by the Company held by the Company Principal activities
HREL/ BRTRAR
WEARAR EENY/BF EERRE ANARERERERAAL RAARERERAAL TEEH
Directly Indirectly
B B
2017 2016 2017 2016 2017 2016
ZE-tE ZT5F ZB-tf —T-E ZE-tf _—T-5%
% % % % % %
Chemosino Intemnational Limited B! Ordinary share 100 100 n/a n/a 100 100 Investment holding
US$1
Chemosino International Limited ~ ZE#ARES  TERIER 100 100 TEA TER 100 0 REER
Born Nature Investments Limited BVl Ordinary shares 100 100 n/a n/a 100 100 Investment holding
US$1
Born Nature nvestmentsLimited ~ #B#BEREE  TBERET 100 100 TER TER 100 00 REER
Golden Brand Investments Limited ~ Hong Kong Ordinary shares n/a n/a 100 100 100 100 Investment holding
HK$10 and money lending
BEREERAR ik LRRI0ET TER TER 100 100 100 00 REZRRME
CN. Taipu (Shenzhen) PRC Paid-up capital n/a n/a 100 100 100 100 Trading of mineral
Investment Co,, Ltd. * HK$50,000,000 products and
money lending
ARFE (RIREBRRF BARA T#ER el 100 100 100 100 BEBRELREE
50,000,0007% 70
Great Wall Credit Limited (Formerly ~ Hong Kong Ordinary shares n/a n/a 100 100 100 100 Money lending
known as Profit Finance Limited) HK$5,000,000
RAGEERAR (AfE B 475,000,000 TER TEf 100 100 100 0 HE
KBREERAT) A
Mg EAERAR PRC Paid-Up capital n/a n/a 100 100 100 100 Investment holding
RMB20,000,000
R &S EAERAA HE BERAARE TER TER 100 100 100 100 REER
20,000,0007C

208 Silk Road Energy Services Group Limited
SR RIREEEBR AR



Notes to the Consolidated Financial Statements
ER OB P IR R M 5E

For the year ended 30 June 2017
BHEZZT—+tFA=THILFE

42. PRINCIPAL SUBSIDIARIES (continuea)

Place/Country of  Paid up issued
incorporation/ ordinary share

Name of subsidiary operations capital

FMAL/ ERTRHR

WEAREH HES VA ES ERRBRA

BRTEENITLR PRC Paid-up capital
fRE5 A RA A (Formerly known RMB12,570,000
SRAR (BR)REES
BRAR)

HRTESR MR HE BAREARE
REERAA (A 125700007
RER (BR)RBES
BRARA)

IMLEmELREIR PRC Paid-Up capital
BREALA RMB20,000,000

IRLEMFEREIR HE BARAARE
BREAATF 20,000,0007C

REEENFERERARA PRC Ordinary shares

RMB30,000,000

REEBRMERERAR H LRRARYE

30,000,007t

TREBRMERERNERAF  PRC Ordinary shares

RMB60,000,000

STEERNAERANERA i ERRARY

60,000,0007T

# Being wholly foreign owned enterprises.

42. T EWBRT (&)

Proportion of
Proportion of ownership interest voting power
held by the Company held by the Company Principal activities
FAABERERERAN AARRERERBIL TEEHK
Directly Indirectly
B 584
2017 2016 2017 2016 2017 2016
ZE-tE —T-RF ZEBE-tE —I-F ZE-tE —Z-F
% % % % % %
n/a n/a 100 100 100 100 Trading of mineral
products
TER Sl 100 100 100 10 BERREM
n/a n/a 100 100 100 100 Provision of coal
mining services
TER TER 100 100 100 100 REFERRES
n/a n/a 90 n/a 90 n/a Provision of heating
Supply services
TER TER 90 TER 90 TER  REMERS
n/a n/a 51 n/a 51 n/a  Provision of heating
supply services
TEA TER 51 TER 51 TR REHERE
# RINEBERE-
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42. XEMBAT (#)

B EXFIEEEIN A RMHBRRERE
REMERA

42. PRINCIPAL SUBSIDIARIES (continueq)

Except as specified above, all other subsidiaries are limited
liability companies.

The above table lists the subsidiaries of the Group which, in the FRINEARRFIEERATEFEARAEEE
opinion of the directors of the Company, principally affected the BEREERBBEZAEENB AT - ARFE
results or assets and liabilities of the Group. To give details of ERE FIEMMBARSSIBARNBET
other subsidiaries would, in the opinion of the directors of the Ko

Company, result in particulars of excessive length.

RBEHRR ARARERMHAEEBY TF
ZHHE AR - A RMHER R AREEK
W EER URER RBEAREE LT
H-ZEMBRARZEEXBHMMT

At the end of the reporting period, the Company has other
subsidiaries that are not material to the Group. All the other
subsidiaries are either investment holding or inactive located
in Hong Kong, BVI and the PRC. The principal activities of these
subsidiaries are summarised as follows:

Number of subsidiaries

Principal activities Principal place of business

FTEEHR FTELE B MEAREAE
2017 2016
—E—tF ZE—RF
Investment holding Hong Kong 3 5
REER B
Investment holding BVI 8 7
REERK REEBARES
Investment holding PRC 1 -
K&K H
Inactive Hong Kong 4 -
BmEB B
Inactive BVI 2 2
mEK REEBARES
Inactive PRC 3 2
B H
21 16
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42. PRINCIPAL SUBSIDIARIES (continued) 42. FEMBAT (£)
The tables below show details of the subsidiary that have non- TRINTHR -t FHAEEBEE S
controlling interests material to the Group during the 2017: IEIERE R 2 M B ARIFFS:
SREBHHERANERAF REEHHERANERAA
2017
—B—tF
Proportion of effective interests held by EERERMPBERERA DL
non-controlling interests 49%
Voting rights held by non-controlling interests IEERERTIFIRNRE 49%
2017
—E—tF
HK$'000
FET
Loss attributable to non-controlling interests IR SRR (1,833)
Accumulated non-controlling interests REF IR 15,067
Summarised financial information in respect of the Group's R AEEBEZ  HAIEERER 2 AE
subsidiary that has non-controlling interests that are material to BB AR s MEERBESINNT - T2
the Group is set out below. The summarised financial information BHRERMENDETEBRAARBEENS
below represents amounts before intra-group eliminations. o
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42. PRINCIPAL SUBSIDIARIES (continued)
SHEZEZSW IR D BR D F (Continued)

212

42. TEWMBRT (4)
HEEBHAERRIBRAT (&)

As at

30 June 2017

R-ZE—+tEF

~B=1+H

HK$'000

FET

Non-current assets EREEE 4,582
Current assets MBEE 35,303
Current liabilities neaE (9,136)
Non-current liabilities EREIAE =
Equity attributable to owner of the Company RAFIHE NEG#ER 15,682
Non-controlling interests eI R i 15,067
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42. PRINCIPAL SUBSIDIARIES (continued)
SHEZEZSW IR BR D (Continued)

42. TEMBAT (&)

HEEZBHAERRIBRQT (&)

Year ended
30 June 2017
BZE
—E—+t5F
ANB=1+H
ILFE
HK$'000
FExT
Revenue L& 2,500
Other income H AU 4
Expenses s (6,244)
Loss and total comprehensive expense FEEBFBELZERLRAX
for the year (3,740)
Loss and total comprehensive expense FEEBEELTERLRAX
for the year
Owner of the Company PAN/NISIEZ =N (1,907)
Non-controlling interests AR A S (1,833)
(3,740)
Year ended
30 June 2017
B=E
—E—tF
~NA=1H
IEFE
HK$'000
FExT
Net cash outflow from operating activities LB EENIR SRR (3,955)
Net cash outflow from investing activities KREFSHES AL TR (30,501)
Net cash inflow from financing activities MEESE S RAFRE 34,512
Net cash inflow RemAFEE 56
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42. PRINCIPAL SUBSIDIARIES (continued)
RBEZWHFEERAMR A A and its subsidiary

42. X EMBELE (&)
REEBEFARERARAREMERR

2017
—E—tF

Proportion of effective interests held by R ERFTFEREZAE D
non-controlling interests 10%
Voting rights held by non-controlling interests IR R S FTIF IR R 10%
2017
—E—tF
HK$'000
FHExT
Profit attributable to non-controlling interests FE 128 e e 2 JE AR i A (447)
Accumulated non-controlling interests Rt IR S (447)
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BHEZZT—+tFA=THILFE

42. PRINCIPAL SUBSIDIARIES (continued)
KEEZEZWHEFEAMR QA and its subsidiary (Continued)

Summarised financial information in respect of the Group’s
subsidiary that has non-controlling interests that are material to
the Group is set out below. The summarised financial information
below represents amounts before intra-group eliminations.

42. T EMBRE (&)
REEZWHEFRERATARENBEL T
(%)
BAKEBEENEA FFIER R 2 AEEW
BRAZMBERBERIIT X275
BRI EDETEEAARRYHEAI SR

As at

30 June 2017

R-ZE—+tHF

NA=1H

HK$'000

FTHT

Non-current assets EREEE 9,052
Current assets MEEE 2,845
Current liabilities MENBE (16,367)
Non-current liabilities ERBEE =
Equity attributable to owner of the Company NAEER ANEHER (4,023)
Non-controlling interests FEE i (447)
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42. PRINCIPAL SUBSIDIARIES (continued) 42. XEMBAT (#)
KEEZEZWHHELFEAMR QA and its subsidiary (Continued) REBEZEERHERERAAREMBELR
(%)
Year ended
30 June 2017
BZE
—E—+tF
NA=1+H
IHFEE
HK$'000
FEx
Revenue Wz 5,528
Other income H iz 742
Expenses Fx (10,740)
Profit and total comprehensive income FERMREZEBKE
for the year (4,470)
Profit and total comprehensive income FERMNEZEAEN R
for the year
Owner of the Company EIN/NETEZF=IN (4,023)
Non-controlling interests AR R (447)
(4,470)
Year ended
30 June 2016
H=
ZE-RF
NA=+H
IFFE
HK$'000
FHET
Net cash outflow from operating activities LE RIS FE 4,119
Net cash outflow from investing activities BEESR S REFHE (9,403)
Net cash inflow from financing activities BEEFESRAFER 13,880
Net cash inflow MEMAFEE 358
None of the subsidiaries had issued any debt securities at the RAFER BEZEWB AR BITEMRER
end of the year. Bl
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42. PRINCIPAL SUBSIDIARIES (continued) 42. FEMBAT (£)
As mentioned in note 39, PR ASIA Investment was ceased to be a AN RSO R E—RF+—AZHE
subsidiary of the Group upon the disposal on 2 November 2016. E?é PR ASIA Investment ™ & A =& 2 ] B
The tables below show details of the subsidiary that have non- NEle FTRIREBE_ZE—R"FA=1+HL
controlling interests material to the Group during the year ended FEHAEEESEENHBIFERER ZHE
30 June 2016: NEIFFE:
PR ASIA Investment and its subsidiary PR ASIA Investment} H [ & 2 A
2016
ZE-RF
Proportion of effective interests held by R ERFTEERERBE S
non-controlling interests 40%
Voting rights held by non-controlling IR R TR IR =
interests 40%
On 23 October 2015, the Company completed the disposal of RZZE—RAF+AZ+=8 ARQARZKMEE
40% equity interest in PR ASIA Investment, an indirectly non- SEEEATDELEHEARRRREZEIEREN
wholly owned subsidiary of the Company, at a consideration of B2 PR ASIA InvestmentZ 40%f% 1 - (K18 &
HK$13,000,000 to Mr. Ling, a connected person of the Group. 13,000,000/ 7T
2017 2016
—E—tF ZE—RF
HK$'000 HK$'000
FET FHET
Profit attributable to non-controlling FEVE AR HE 2 B A5 V5 7
interests 2,685 1,738
Accumulated non-controlling interests REt IR ER - 10,521
Summarised financial information in respect of the Group's HASEBEEMHE A IEERER 2 RSB
subsidiary that has non-controlling interests that are material to BARZHMEERBESINNT « T X 2 W7
the Group is set out below. The summarised financial information ﬁﬂ*ﬁ%%?] TEBERNARIMYEESRE

below represents amounts before intra-group eliminations.
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42. PRINCIPAL SUBSIDIARIES (continued)
PR ASIA Investment and its subsidiary (Continued)

42. TEMBEAT (&)
PR ASIA InvestmentR EM{ B AR (&

As at

30 June 2016

RZZE—RF

NA=1H

HK$'000

FHET

Non-current assets EREEE 17,260
Current assets RBEE 14,698
Current liabilities RBaE (5,655)
Non-current liabilities B U= -
Equity attributable to owner of the Company RARHE AEGER 15,782
Non-controlling interests AR = 10,521
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42. T EMBAE (&)
PR ASIA Investment R H KB A 7 (&)

42. PRINCIPAL SUBSIDIARIES (continued)
PR ASIA Investment and its subsidiary (Continued)

Year ended
30 June 2016
H=E
ZE-RF
NA=TH
IFFE
HK$'000
FHET
Revenue W 41,216
Other income E U A 18
Expenses X (32,003)
Profit and total comprehensive income REEZHMNEE2EBIA
for the year 9,231
Profit and total comprehensive income REZHMNEE2EBIA
for the year
Owners of the Company ViN/NCIEZ PN 7,493
Non-controlling interests AR 1,738
9,231
Dividends paid to non-controlling interests BRI 7,600
Net cash inflow from operating activities K EBR SR AFRE 12,448
Net cash outflow from investing activities WEEEIR SR FE 94)
Net cash outflow from financing activities BMEGTBRSMLFE (19,101)
Net cash outflow REMEFRE (6,747)
43. EVENTS AFTER THE REPORTING PERIOD 43. REHEEE
On 8 September 2017, the Group completed the sale of the 100% RZZBE—tFNLANB AEEZTKEEILR
equity interest in 4t 523 Z 4%, which was classified as a disposal EEREHRE E0BARRGCHERE

group held for sale to the Company in note 21. ZHEMRE (MF21) -
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A summary of the results and of the assets and liabilities of the Group

for the last five financial years is set out below:

AEERBEREAVRFENFEREERBER
ZESIIT

Year ended 30 June
BEAAZTHLEE

2017 2016 2015 2014 2013
—E—+E —T-RF —E-hE —T-mF ZT-=F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER FET AT FET FET
(restated) (restated)
€27 € E27))
RESULTS E
Revenue Wz 379,293 324,100 328,507 269,403 44,203
(Loss) Profit for the year attributable KRR EHE AEEAEE
to owners of the Company (B#E)&EF (140,228) (130,043) (63,856) (3,556) 11,683
ASSETS AND LIABILITIES EEHEAE
Total assets BEE 823,747 1,018,844 680,470 588,223 478,771
Total liabilities BAE 245,146 301,515 15,337 15,351 6,161
Net assets EEFE 578,601 717.329 665,133 572,872 472,610
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