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CHARACTERISTICS OF THE GEM OF THE STOCK EXCHANGE
OF HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been established as a market designed to
accommodate companies to which a high 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 0SS 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 of the Stock Exchange (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 knowleage and belief. (i) the information contained
in this report is accurate and complete in all material respects
and not misleading or deceptive, (ii) there are no other matters
the omission of which would make any Statement in this report
misleading, and (iii) all opinions expressed in this report have been
arrived at after due and careful consideration and are founded on
bases and assumptions that are fair and reasonable.
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Dear Valued Shareholders,

It gives me great pleasure on behalf of the board (the “Board”) of
Directors of Silk Road Energy Services Group Limited (together with
its subsidiaries, collectively the “Group”) to report on the activities
and progress of the Group for the year ended 30 June 2020 (the
“Year").

The Group recorded a revenue of approximately HK$265.35 million
representing a decrease of 16.23% compared with last year. The
decrease in revenue was mainly due to the termination of coal
mining services agreements with the customers in order to comply
with the Entrusted Management Measures which was issued by
the State Administration of Coal Mine Safety on 6 December 2019.
The Group recorded an audited consolidated loss for the year
attributable to owners of the Company amounting to HK$101.20
million for the Year, representing an increase by approximately 2.37
times compared with last year. The increase in loss was primarily
due to the impairment losses recognised in respect of customer
contracts, right-of-use assets and amount due from an associate.

Notwithstanding the Group recorded loss for the Year, the core
business of the Group remains healthy as the Group still has a good
financial position with a cash balance of HK$122.08 million. Save as
the provision of coal mining and construction services, the Group
has also carried money lending business and provision of heating
supply service during the Year.

Looking ahead, the Group will maintain healthy development of
different business segments to consolidate its business portfolio
and diversify its source of income, thereby creating greater value
for its shareholders.

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
Co-chairman

Hong Kong, 25 September 2020
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Management Discussion and Analysis

BEEENmR DN

BUSINESS AND FINANCIAL REVIEW

For the year ended 30 June 2020 (the “Year”), the Group recorded
a revenue of approximately HK$265.35 million (2019: HK$316.76
million), representing a decrease of 16.23% as compared with that
of the corresponding year in 2019. The decrease in revenue was
mainly due to the non-renewal of coal mining service agreements
for year 2020 by a major customer on 16 January 2020 and
the termination of coal mining services agreement with the
remaining customer on 17 June 2020 (Collectively “Cessation of
Agreements”). The Group's gross profit for the Year decreased by
51.47% to approximately HK$30.94 million (2019: HK$63.76 million)
and the gross profit margin decreased from 20.13% in 2019 to
11.66% for the Year. The decrease in gross profit and gross profit
margin were mainly due to (i) the decrease in revenue; (i) increase
in labour costs as extra labour was required for the production of
coals owing to unfavourable mining conditions in first half of the
Year; (iii) the Group could not reduce the labour costs immediately
after the Cessation of Agreements as it take times for the surplus
labour to be absorbed by other contractors or through natural
turnover and (iv) the efficiency of the operation was adversely
affected by the Cessation of Agreements.

During the Year, the Group recorded other income, which was
mainly contributed by the handling income for provision for coal
transportation services and subsidy from government for providing
heating supply services, in the amount of approximately HK$10.55
million (2019: HK$19.84 million). The decrease in other income
was mainly due to the decrease in subsidies received from the
government as no additional capital expenditure had been incurred
for the provision for heating supply.

The Group recorded a gain of HK$4.12 million (2019: loss of HK$9.13
million) on fair value changes of financial assets at fair value
through profit or loss (the “FVTPL"), which represented a profit on
investments in securities listed in Hong Kong. The Group recorded
administrative and other operating expenses in the amount of
HK$48.34 million (2019: HK$65.20 million), the decrease was mainly
due to the decrease in the depreciation and amortisation.

Silk Road Energy Services Group Limited
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Management Discussion and Analysis

The Group fully impaired the carrying amounts of customer
contracts of HK$65.22 million (2019: nil) due to the Cessation of
Agreements. The right-of-use assets of the Group represented the
lease arrangements for office premises, staff quarter and mining
machineries. The lease terms generally ranged from two to five
years. The Group recognised impairment loss in respect of right-of-
use assets in the amount of HK$15.99 million (2019: nil), owing to
the significant decrease in the expected future revenue and cash
inflow of the Group as a result of the Cessation of Agreements.
The Group also recorded impairment loss recognised in respect of
trade and other receivables, contract assets, loan receivables and
amount due from an associate in the amount of HK$4.90 million
(2019: 9.16 million), HK$0.74 million (2019: HK$0.06 million), HK$1.69
million (2019: 6.14 million) and HK$13.15 million (2019: 7.51 million)
respectively.

The Group recorded finance costs in the amount of HK$7.61 million
(2019: HK$7.06 million). The Group recorded income tax credit of
HK$10.66 million for Year (2019: income tax expense of HK$9.05
million), the change was mainly due to the increase in deferred tax
liabilities written back.

In conclusion, loss attributable to owners of the Company for the
Year amounted to approximately HK$101.20 million (2019 HK$29.99
million). The increase in loss was primarily due to the impairment
losses recognised in respect of customer contracts, right-of-use
assets and amount due from an associate.

PROVISION OF COAL MINING AND
CONSTRUCTION SERVICES

During the Year, the Group provided coal mining and construction
services under the terms of the respective management contracts
signed between the Group and the customers. The major revenue
of this segment comprises of service income from coal production,
excavation works and provision of construction works. During the
Year, this segment recorded a revenue of approximately HK$239.06
million (2019: HK$294.25 million) which accounted for 90.09% of the
Group'’s total revenue.
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Management Discussion and Analysis

BEEENmR DN

On 16 January 2020, the Group received notices from a major
customer (“Major Customer”) that in order to comply with the
Entrusted Management Measures (“Measure”) which was issued
by the State Administration of Coal Mine Safety on 6 December
2019, the Major Customer had requested the Group to terminate
all services offered in relation to the coal mines owned by the
Major Customer (For details, refer to the Company’s announcement
dated 16 January 2020). The Major Customer had not renewed
the coal mining services agreements with the Group after their
respective expiration on 31 December 2019. Apart from the Major
Customer, the Group has also been providing coal mining services
to another customer (“Remaining Customer”). The relevant coal
mining service agreement with the Remaining Customer originally
is due to expire in June 2021 (“Existing Agreement”). On 17 June
2020, the Group and the Remaining Customer has entered into a
termination agreement (“Termination Agreement”) to terminate the
Existing Agreement with immediate effect in order to comply with
the Measure. (For details, refer to the Company’s announcement
dated 17 June 2020). In view of the long-term business relationship
between the Group and the Remaining Customer, the Remaining
Customer has engaged the Group for other coal mining related
services which are not governed by the Measure. On the other
hand, the Group has been reallocating its resources to focus in
pre-extraction stage services, such as coal mine infrastructure
construction of above-the-ground infrastructures and peripheral
land use planning of the coal mine area (whereas the previous coal
mining services offered by the Group concern the extraction stage).
To this end, the Group has entered into coal mine infrastructure
construction agreement with a new customer and commenced the
relevant construction works during the Year.

Silk Road Energy Services Group Limited
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Management Discussion and Analysis

MONEY LENDING BUSINESS

The Group operates its money lending business through an
indirectly wholly-owned subsidiary of the Company, which is a
licensed money lender under the Money Lenders Ordinance (Cap.
163, Laws of Hong Kong). The Group also made short term loans
to third parties in the PRC through its subsidiary in Mainland
China. During the Year, the revenue from loan interest income
was approximately HK$20.46 million (2019: HK$16.87 million) which
accounted for 7.71% of the Group's total revenue. The interest rate
charged by the Group ranged from 5% to 20% per annum. Save for
a loan with principal amount of HK$3.00 million which was secured
by second charge of property, all loans were unsecured. The loans
have credit terms of not more than one year.

PROVISION FOR HEATING SUPPLY

The Group provides heating supply services in Tianjin City, the
PRC. The services mainly include provision of heating supply to
the customers. During the Year, the provision of heating supply
services recorded a revenue of approximately HK$5.84 million
(2019: HK$5.64 million) which accounted for 2.20% of the Group's
total revenue. Notwithstanding that the provision for heating supply
service recorded a gross loss of approximately HK$2.06 million
due to the high price of gas, the Group has received subsidies of
HK$2.87 million as other income from the government. Accordingly,
the Group recorded a loss of approximately HK$1.66 million (2019:
profit of HK$6.06 million) in this segment during the Year.
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Management Discussion and Analysis

BEEENmR DN

INVESTMENT IN LISTED SECURITIES
(INCLUDING FINANCIAL ASSETS AT FVTPL

As at 30 June 2020, the Company invested in certain securities
listed in Hong Kong (i.e. Financial assets at FVTPL), the financial
assets at FVTPL amounted to approximately HK$27.04 million (2019:
HK$28.66 million). During the Year, the Group recorded a gain of
fair value changes on financial assets at FVTPL of approximately
HK$4.12 million (2019: loss of HK$9.13 million).

The details of financial assets at FVTPL are as follows:

REMEFR2RE(BELERKREA
FEARZEHEE)
R-T-TEXNAZTH FRRAREETESL
TEFGESERATEARZSBER)
BRI A TEA R 2 S8 & E X R27,040,000
BT (ZZ N4 28,660,00087T) ° RAEER -
AEEBECEEERATEABRZSREEY
A 82 825 494,120,000 T (= F — 1 F
189,130,000/ 7T) °

REBGRBAFEARZEBEEZHBOT:

Proceeds
Costs of from  Fair value
Carrying acquisition disposal  gain/(loss) Market
Stock amount as at  during the during the during the value as at
Investee REHZ code Notes  01/07/2019 year year year 30/06/2020
R-ZE-hF FRALAFE R=2=-25%
tA-Bz2 FRKE FREE WE,/ ARA=tH
BRERE M REE AR FEaE (B8) 2T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FHET FTET
Best Food Holding Company BRERERAR 1488 1 10,032 - - (2,552) 7480
Limited (“Best Food") EEED)
Lai Group Holding Company BEESEERBERAR 8455 2 1,342 - (302) (649) 391
Limited (“Lai Group”) ([BrEsE)
Goal Forward Holdings Limited B2 AR QA 1854 3 2,220 28 - (1,304) 944
(“Goal Forward") ((BED
Ri Ying Holdings Limited BmERERAR 1741 4 8,725 160 (997) 2,191 10,079
("Ri Ying") (B&))
China Green (Holdings) Limited ~ FEl4% & & & (EA%) 904 5 2,252 - (394) (967) 891
(“China Green") BERAR(HE]D
Optima Automobile Group BB EERIER 8418 6 - 2,262 (8,754) 7,202 710
Holdings Limited BRAH
(“Optima Automobile”) ([frasEaE])
JLOGO Holdings Limited BREERERAT 8527 7 - 4,841 - (841) 4,000
("JLOGO") (TEME]
China Futex Holdings Limited FEREEHIERERAR 8506 8 - 3,001 (1,052) 260 2,209
(“China Futex”) (THEIES )
Hing Ming Holdings Limited EHERER AR 8425 1,798 304 (2,937) 835 -
VSTECS Holding Limited BHERZBRERAT 856 1,884 - (1,574) (310) -
Others Hit 409 1,640 (1,972 257 334
Total Eit 28,662 12,236 (17,982) 4122 27,038

Silk Road Energy Services Group Limited
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Notes:

Management Discussion and Analysis

The Group held 8,800,000 shares which represented approximately 0.56%
of the total issued shares of Best Food as at 30 June 2020. Best Food is
principally engaged in a single line of business of the operation of chain
restaurants. Pursuant to Best Food's interim report for the six months ended
30 June 2020, the unaudited loss attributable to shareholders of Best Food
for the six months ended 30 June 2020 was approximately RMB94.59 million
and the unaudited net assets attributable to shareholders of Best Food as
at 30 June 2020 was approximately RMB852.82 million. As a result of the
sudden outbreak of the novel coronavirus disease (COVID-19) pandemic (the
“COVID-19 Pandemic”) at the beginning of 2020, the highest level response
(level 1) to major public health emergencies was activated twice in Beijing or
certain areas within the city. Given that over 75.0% of the stores under the
controlling brands of Best Food are located in Beijing, the operations of the
Best Food were seriously affected. Some of the stores were closed down,
while the opening of new stores and expansion of franchise business have
been carried out prudently. Despite the temporary suspension of its brand’s
operation due to the sudden outbreak of COVID-19 Pandemic, Best Food has
exerted efforts to boost sales and control costs with a view to minimizing
impact of the COVID-19 Pandemic to the Best Food group and weathering the
periodic crisis. Currently, consumers’ confidence has gradually revived and
the sales of the Best Food have rebounded progressively. As the COVID-19
Pandemic had been gradually brought under control in the PRC, the sales of
comparable stores under various brands of the Best Food for the six months
ended 30 June 2020 (the “Period”) have also gradually restored and reached
70% to 110% of that for the corresponding period in 2019. Best Food remains
confident in the economic growth and prospects of China’s food and beverage
industry in the long run.

The Group held 3,620,000 shares which represented approximately 0.45% of
the total issued shares of Lai Group as at 30 June 2020. The principal activities
of Lai Group and its subsidiaries are provision of interior design and fit-out
services in Hong Kong. Pursuant to Lai Group's annual report for the year
ended 31 March 2020, the audited loss attributable to shareholders of Lai
Group for the year ended 31 March 2020 was approximately HK$3.75 million
and the audited net assets attributable to shareholders of Lai Group as at
31 March 2020 was approximately HK$43.56 million. The view of Lai Group is
that the increasing property prices favors the business of Lai Group as home
owners find it increasingly difficult to afford new homes and have to resort to
renovating their existing property to improve their living environment. As such,
Lai Group will continue to build upon its marketing and promotional strategy
to increase the awareness of the Group’s brand name in the renovation and
interior fit-out market. Looking forward, Lai Group is expected that the current
year is a challenging year under the recent outbreak of COVID-19 as it has
already affected the economy as well as various industries in Hong Kong.
While the industry was hard hit by the outbreak of COVID-19, competitors have
adopted a more competitive project pricing strategy and bear higher operating
costs due to the project delays. In view of such business environment, the
Board of Lai Group will remain cautious in expanding and will continue to
monitor its operating costs, as well as the current market trend to anticipate
any downturn or changes in the current property market trend.
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The Group held 9,930,000 shares which represented approximately 0.79% of
the total issued shares of Goal Forward as at 30 June 2020. Goal Forward
and its subsidiaries are principally engaged in the sourcing, processing and
supplying of food ingredients with a focus on the provision of vegetables and
fruits to food service operators in Hong Kong. Pursuant to Goal Forward'’s
annual report for the year ended 31 March 2020, the audited loss and total
comprehensive expenses attributable to shareholders of Goal Forward for
the year ended 31 March 2020 was approximately HK$4.74 million and the
audited net assets attributable to shareholders was approximately HK$101.52
million. Goal Forward supplies food ingredients to over 480 customer outlets
and offers more than 1,300 types of food ingredients to the customers. Goal
Forward could further expand and optimize its products and services, as well
as creating long-term value to its shareholders. The outbreak of the COVID-19
in early 2020 has adversely affected the catering industry significantly.
Further, the social and political tension in the society has continued to pose
challenges to the general catering business environment. In view of the above
challenges, the Goal Forward will continue to closely monitor the market
conditions, explore new sources of vegetables and fruits supplies, fine-tune
its product mix and implement cost management measures accordingly.

The Group held 5,508,000 shares which represented approximately 0.69% of
the total issued shares of Ri Ying as at 30 June 2020. Ri Ying is a construction
contractor in Hong Kong principally providing (i) foundation and site formation
works, which mainly include piling works, excavation and lateral support
(ELS) works, pile cap construction and ground investigation works; (i) general
building works and associated services, which mainly include development
of superstructures, alteration and addition works; and (iii) other construction
works, which mainly include slope works and demolition works. Ri Ying also
commenced its health management and consultancy business in the PRC,
which mainly includes sales of health products and the provision of health
services. Pursuant to Ri Ying's interim report for the six months ended
31 March 2020, the unaudited profit and total comprehensive expenses
attributable to shareholders for the six months ended 31 March 2020 was
approximately HK$21.39 million and the unaudited net assets attributable to
shareholders of Ri Ying as at 31 March 2020 was approximately HK$214.71
million. As at 31 March 2020, the Ri Yang had 46 construction projects on
hand (including projects in progress and projects that have yet to commence)
with a total contract value of approximately HK$549.20 million. Ri Ying will
adhere to prudent financial management in project selection and cost control.
Ri Ying will continue to obtain additional qualifications and strengthen its
financial resources to position itself to tender for suitable projects in the public
sector as a main contractor, and invest in the manpower and information
system to enhance its operational capacity and efficiency.

Silk Road Energy Services Group Limited
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The Group held 8,733,600 shares which represented approximately 2.39%
of the total issued shares of China Green as at 30 June 2020. Pursuant to
China Green’s annual report for the year ended 30 April 2020, the audited
loss attributable to shareholders for the year ended 30 April 2020 was
approximately RMB856.21 million and the audited net assets attributable
to shareholders of China Green as at 30 April 2020 was approximately
RMB354.75 million. China Green and its subsidiaries are principally engaged in
provision of fresh produce and processed products, branded food products
and others. In 2020, China's consumer market is expected to become
even more challenging with the global outbreak of COVID-19 pandemic
and heightened trade tensions, which will pose greater challenges to
macroeconomic growth. Considering the new consumption habits and trends
to be emerged in the post-pandemic world, China Green will act proactively,
adjust its channel strategy in a timely manner and develop marketing channels
and initiatives that are in line with the new consumption habits. China
Green will also further enhance its marketing and promotion efficiency and
strengthen its control over the terminal sector. Leveraging on its advantages
in the area of industry chain and its brand building experience, China Green
will strive for the combination of new retail, community retail models and
platforms to accelerate the development of its online business, enhance the
resources for each platform and expand its business volume. China Green
will further consolidate and strengthen the competitiveness of its multi-grain
products and high value-added products to meet the rising market demand
for multi-grain products and continue to bring consumers healthy and safe
food products.

The Group held 740,000 shares which represented approximately 0.09% of
the total issued shares of Optima Automobile as at 30 June 2020. Pursuant
to Optima Automobile’s interim report for the six months ended 30 June
2020, the unaudited loss attributable to shareholders for the six months
ended 30 June 2020 was approximately SGD1.12 million and the unaudited
net assets attributable to shareholders of Optima Automobile as at 30 June
2020 was approximately SGD10.60 million. The principal activity of the Optima
Automobile is provision of repair and maintenance of motor vehicles in
Singapore.
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The Group held 8,510,000 shares which represented approximately 1.70% of
the total issued shares of JLOGO Holdings as at 30 June 2020. Pursuant to
JLOGO's interim report for the six months ended 30 June 2020, the unaudited
loss attributable to shareholders for the six months ended 30 June 2020 was
approximately SGD2.23 million and the unaudited net assets attributable to
shareholders of JLOGO as at 30 June 2020 was approximately SGD5.97 million.
JLOGO are principally engaged in the business of: (1) Asian full services
restaurants in Singapore; and (2) Artisanal bakery chain in Malaysia. JLOGO
operate its dining operations in Singapore under two self-owned brands
and one franchised brand. JLOGO believe that it is competitively positioned
based on its operating history of more than ten years, our strong brand
recognition and reputation, diversified customer base, innovative product
offerings, unique dining experience and experienced management. In addition,
the locations of its restaurants in Singapore and its bakery retail outlets in
Malaysia are vital to our it's strategy of targeting areas which are high in
customer traffic and easily accessible by its target customers that will help
in promoting our brands' image and awareness. Moving forward, with the
additional capital raised from the Share Offer, JLOGO will pursue the following
business strategies to expand its market share in Singapore and Malaysia, and
enhance our brand recognition, service and product quality: (i) continue to
expand its dining operations in Singapore, (i) continue to expand its artisanal
bakery chain in Malaysia; (iii) continual enhancement and upgrade to our
existing dining operations in Singapore and artisanal bakery chain in Malaysia;
and (iv) continue to strengthen its staff training. The food and beverage
industry in Singapore and Malaysia continues its prolonged fatigue phase
worsened with the current novel coronavirus (COVID-19) global pandemic.
The retail sector particularly will be greatly impacted in year 2020 in most
countries, Singapore and Malaysia are not spared. JLOGO is adopting an even
more cautious approach and has suspended all expansion plans.

The Group held 12,768,000 shares which represented approximately 1.28% of
the total issued shares of China Futex as at 30 June 2020. Pursuant to China
Futex’s interim report for the six months ended 30 June 2020, the unaudited
profit attributable to shareholders for the six months ended 30 June 2020 was
approximately HK$1.44 million and the unaudited net assets attributable to
shareholders of China Futex as at 30 June 2020 was approximately HK$141.74
million. China Futex is principally engaged in R&D, manufacturing and sales
of circular knitting machines. During the first half of 2020, China Futex was
seriously and adversely affected by the outbreak of COVID-19. China Futex
has continued to strengthen its R&D capabilities in order to respond to and
anticipate changes in the market and enhance its competitiveness within the
circular knitting machinery industry. The outbreak of COVID-19 has posed a
threat to the Chinese and global economic environment. The development
of the pandemic is unpredictable at this stage and the extent of impact it
will cause to the economy in future is subject to numerous uncertainties.
The textile industry, in which the China Futex operates, may continue to
be affected. Taken into consideration the global economic uncertainties
and the impact of COVID-19, China Futex will strive to implement a number
of safety production measures, further tighten and control our operating
costs, streamline our production management and enhance our production
efficiency.

Silk Road Energy Services Group Limited
HEeERREEEFRA

8)

REEFH8,510,000M Bt - HERBMEZRNR-Z
TEFERAZTHZEETRG EBN170% o RIEER
MNEHZ-ZZ-ZFNA=ZTHLEANEAZHHERE
HE-Z-_ZFAA=1+THIEANEAR BEEERLESR
ZES B 442,230,000 N4t - MAZTE_TF A=
TH BAERREGREEREEFELR5970,000
T - ZEFNBEEZHEUTER - ()F MK AT IM
2RBER RQSERAZRFHOIHEEHE - BHE
EFMELAREE SRR —ASTEEnREEER
X% - BANERECREATFNEERL  BANM
BRAEREE ZRENBERPER BFNERER
RBEFORERBRIAERYENEERE HERNAR
FHNME o pLoh - BRI E BB & 5ok 7 o H )% & 85
ZEEEREEREARFEERERIENLE B
HEHREERINEREZHREEZ  TEIHHEERRERR
RAE - RERK BANNEREREROHEEEERN
BONEARBIT T EBRE - AR N & E R
BAEHNTSMNE  EMRERARERONEE  REREDD

WVEBRERTHEFTMENERER (VEBEERS
RE DO F I EEHE: (NEBRRARARELEN
MENREEREBREB KA T F I RIGEHE
R(v)EZEMsa B T - N EFRALHER
REBEENARBEUARE UTHEEENZ2HMEE
ik % F (COVID-19) & M B At - KO BRHTEE 1§
N—E_EERINERYE  TNMERERAROEE
R BNELERDERZBENREE  YEEEME
BREE o

$§@hﬁummmhh@ AR B A R
i/\ﬁfﬂLEIZE?’*TTHX@%@%(ZM28% ffEdFﬂPl
szﬁ&i TZ_TENA=ZFTHIEANEAZRBKRE
BE-_Z-_ZFXA=ZTHILANEAR  BEREERLEE
%5 ) 49 51,440,000 TR ZE=_ZEF < A=1+H -
P EAE A IR R G RS B AR K E R B 40 /5141,740,00078
T HFEEHFTENRSHBEERNTTE - BiE R
E-RZTEZTFLE¥F - HACOVID-19MEE - R E
BHZHNEARTHNEE - PEBHEBE NG LA EE
N UEHRBEMSEE  WIRAHLNSTHERHK
TENHEFHN - COVID- 19 ERH P RAM I E 2K
BEIRIRENRE - RBENERERENNDAEEEA -
MERBREEEEXNNZERENITLZTHBEAE
EVE  PEHBHCENMENSBITETRSEEZD
FE o R R IREE M TR RCOVID- 198 2 & - RE
BB ERZELEERER  WE—FPZERE
PEERA  BEEEEE  WIRFAEENE -



Management Discussion and Analysis

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 principally
engages in security investments. As the Group's share of loss of an
associate was limited to its net investment amount in the associate,
the Group did not record any loss on share of results of associates
during the Year.

OUTLOOK

Whilst the Group has ceased to provide services which are
governed by the Measures to its customers after the Cessation
of Agreements, the Remaining Customer still engages the Group
for services not governed by the Measures, the Group has also
begun providing construction works to new customer. The directors
expect the provision of coal mining and construction services
will remain the Group’s major source of revenue notwithstanding
the challenges of increasing production costs and intense market
competition. Given the income from the provision of coal mining
and construction services is charged on a project basis and is non-
recurrent in nature, the Group may achieve lower-than expected
revenue if it fails to maintain continuity of the Group’s order book
for its new projects. Accordingly, the Group has been actively
pursuing new customers so as to enlarge its customer base. On the
other hand, the Group has also implemented efficiency initiatives
to streamline operation and achieve savings.

With the increase in demand for heating supply system in the PRC,
such growing trend is expected to continue in coming years due
to rapid urbanisation and the implementation of environmental
regulations to facilitate the process of boiler conversions from
coal to natural gas in the PRC. The Group intends to cooperate
with business partners in the relevant area so as to utilise the
resources and strengths of each parties with an aim to expand
the Group’s business scope and market share on heat supply
business. Further, in line with the Group’s strategy to develop
its environmental friendly heating supply business, the Group is
seeking for opportunities for further expansion of its heating supply
business in more profitable areas such as Beijing. To this end, the
Group has been negotiating with a new customer in respect of
provision of heating supply in Beijing yet no formal agreement has
been entered into as at the date of this annual report.
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Given the coronavirus pandemic has impacted on the economies
of China and Hong Kong, the Group will continue to enhance
the control over the making of loans as well as monitoring its
outstanding loans receivables to minimise credit risk with respect
to its money lending business.

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, the Group will continue to actively consider
venturing into new business areas, to broaden its source of revenue
thereby creating greater value for its shareholders.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2020, the Group held cash and cash equivalents
of approximately HK$122.08 million (2019: HK$151.11 million). Net
current assets amounted to approximately HK$343.26 million (2019:
HK$497.27 million). As at 30 June 2020, the current ratio (defined
as total current assets divided by total current liabilities) was
approximately 2.95 times (2019: 8.21 times). The decrease of the
current ratio was mainly due to the reclassification of promissory
notes of HK$123.10 million due on 31 July 2020 from non-current
liabilities to current liabilities. The gearing ratio, being the ratio of
total liabilities to total assets, was approximately 0.33 (2019: 0.30).
The Group did not have bank borrowing as at 30 June 2020 (2019:
nil).

USE OF PROCEEDS FROM PLACING

The Company completed the placing of an aggregate of
1,046,260,000 Shares on 21 April 2016. The net proceeds from
the placing were of 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 30 June
2020, the Group had utilized 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. As at the date of this annual report, the
remaining balance was deposited into the banks.
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SHARE CAPITAL

As at 1 July 2019 and 30 June 2020, 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
2019 and 30 June 2020, the issued share capital of the Company
was approximately HK$374,628,000 divided into 7,492,562,338
shares.

EXCHANGE EXPOSURE

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

MATERIAL ACQUISITION AND DISPOSALS

There were no material acquisitions or disposals of subsidiaries and
associates of the Group during the Year.

LITIGATIONS

There were no material litigations during the Year.

CAPITAL COMMITMENT

As at 30 June 2020, the Group had a capital commitment
contracted for but not provided in the financial statements in
respect of capital injection in an investee amounted to HK$19.73
million.

PLEDGE OF ASSETS

As at 30 June 2020, none of the assets of the Group were pledged
as security for any banking facilities.

EMPLOYEE INFORMATION

As at 30 June 2020, there were 606 (30 June 2019: 1,569) staff
members employed by the Group. The significant decrease in
the number of employees are mainly due to the downsizing of
the Group’s coal mining workers as a result of the Cessation of
Agreements.

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.
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Management Discussion and Analysis

BEEENmR DN

CONTINGENT LIABILITIES

As at 30 June 2020, the Group had no significant contingent
liabilities.

EVENT AFTER REPORTING PERIOD

No significant events have occurred after the reporting period.

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:

The Group’s mining services business has a concentrated
clientele base

The Group’'s mining services business derived its revenue from
less than five customers. The concentration of revenue from a few
customers exposes the Group to various risks that could have a
material adverse impact on its revenue. In the event that any one
of the customers experiences any adverse business conditions or
terminates its business relationship with the Group and should the
management fail to timely identify and engage 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 is actively seeking to expand its customer base.

No long-term contracts with the Group’s customers

The Group provides coal mining operation and construction
services to its customers pursuant to management contracts which
normally carry a term of one to two years. There may be a risk that
the Group’s customers will not renew the management contracts
with the Group or the Group failed to engage new customers. If
such events occur, the Group's future revenue and profitability
will be adversely affected. Further, the Group’s past revenue and
profit margin may not be an accurate indicator for the Group’s
future revenue and profit margin. In particular, as the Group’s
revenue is mainly project-based income which is non-recurrent in
nature, the Group may achieve lower-than-expected revenue if it
fails to maintain continuity of its order book for new projects. 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, which is expected to increase the customers’
loyalty and willingness to continue to engage the Group for mining
operation services.

Silk Road Energy Services Group Limited
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Management Discussion and Analysis

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 with the aim to minimise the
impact of such unexpected disruptions on the operation.

The Group’s business faces increasing competition from
competitors

The Group faces increasing competition from other mining
extraction and related service providers. The Group’'s major
competitors are PRC based mining service providers in Inner
Mongolia. With fierce market in competition, the Group may have
to lower the fee charged for mining related services to increase its
competitiveness, 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.
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Management Discussion and Analysis

BEEENmR DN

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 so that the Group could respond to
any change in regulations 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 as most
of the loans provided by the Group are unsecured loans, the Group
may not able to collect and recover the outstanding 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
has imposed credit control measures and conducts due diligence
in order to have a good understanding on the background and
financial strength of the customers before approving the grant of
loans.
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EXECUTIVE DIRECTORS

Mr. Cai Da, aged 45, joined the Company as an executive Director
on 16 May 2013. Mr. Cai was re-designated from the chairman of
the Company to the co-chairman of the Company (“Co-Chairman”)
on 20 August 2018. He is the chairman of nomination committee
(“Nomination Committee”) and the member of remuneration
committee (“Remuneration Committee”) of the Company. Mr. Cai
holds a bachelor’s degree in civil engineering from Hunan University
of Science and Technology in the PRC. Mr. Cai then obtained a
master’s degree in business administration from Bangor University
in Wales, the United Kingdom in January 2016. In June 2017, Mr. Cai
obtained a doctorate of business administration in Management
from the INSEEC Group in Paris, France, which is a programme
jointly organised with the Research Institute of Tsinghua University
in Shenzhen, PRC. Mr. Cai has also been the vice president of the
Shenzhen General Chamber of Commerce since June 2012. Mr. Cai
was the non-executive director of Jlogo Holdings Limited (Stock
Code: 8527), a company which shares are listed on GEM of the
Stock Exchange, from 27 July 2017 to 20 November 2019. Save as
disclosed above, Mr. Cai has not held any directorship in public
companies, the securities of which are listed on any securities
market in Hong Kong or overseas in the past three years. He is
currently a director of certain subsidiaries of the Group. Mr. Cai had
extensive working experience in various private companies from
different business sectors in Hong Kong and PRC, including among
others, mining and energy, real estate and tourism.

Mr. Li Xianghong, aged 53, joined the Company as an executive
Director and vice chairman of the Company (“Vice Chairman”)
on 29 March 2018, and was appointed as the other Co-Chairman
and he ceased to be the Vice-Chairman on 20 August 2018.
He holds a master degree in Law from the Party School of the
Central Committee of the Communist Party of China. Mr. Li was
an executive director of Munsun Capital Group Limited (“Munsun
Capital”) (Stock code: 1194), a company which shares are listed on
the Main Board of the Stock Exchange, from 10 July 2015 to 31
August 2017 and he acted as the chairman and chief executive
officer of Munsun Capital from 7 August 2015 to 31 August 2017.
Save as disclosed above, Mr. Li has not held any directorship
in public companies, the securities of which are listed on any
securities market in Hong Kong or overseas in the past three years.
Mr. Li has extensive experience in the investment and finance
sectors in the PRC.

Profiles of Directors
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Mr. Chen Youhua, aged 48, joined the Company as an executive
Director on 26 November 2012. He appointed to act as the chief
executive officer of the Company 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. Mr. Chen has
worked for a number of mining companies in PRC, taking the
positions of accounting manager or financial controller in such
companies. Save as disclosed above, Mr. Chen has not held any
directorship in public companies, the securities of which are listed
on any securities market in Hong Kong or overseas in the past
three years. Mr. Chen has accumulated over 20 years of working
experience in the fields of cost accounting, financial and corporate
management.

Mr. Li Wai Hung, aged 58, 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 25 years of experience in sales related business
and held senior positions in various companies.

Mr. Wang Tong Tong, aged 31, joined the Company as an
executive Director on 12 February 2018. He holds a bachelor’s
degree in Food Science and Engineering from Inner Mongolia
Agricultural University. Mr. Wang has nearly five years’ experience
in finance and projects management. Mr. Wang served as finance
manager of Smart City (Shenzhen) Investment Co., Ltd, an indirectly
wholly owned subsidiary of the Company, from July 2013 to
February 2016.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Wong Na Na, aged 47, joined the Company as an independent
non-executive Director on 9 September 2015. She is the chairman
of the audit committee of the Company (“Audit Committee”) of
the Company and Remuneration 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.
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Mr. Wang Zzhixiang, aged 61, joined the Company as an
independent non-executive Director on 20 November 2014. He is
the member of Audit Committee, Remuneration Committee and
Nomination Committee. 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. Feng Jibei, aged 62, joined the Company as an independent
non-executive Director on 16 August 2016. She is the member
of Audit Committee, Remuneration Committee and Nomination
Committee. She holds a bachelor’'s degree in Heating Supply,
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 supply engineering design and
her last position before retirement was deputy chief engineer. She
has extensive experience in the heating supply industry.

Mr. Chen Xier, aged 55, joined the Company as an independent
non-executive Director on 20 August 2018. He is the member of
Audit Committee and Nomination Committee. He holds a Bachelor
Degree of Law from East China University of Political Science and
Law. Mr. Chen is currently a senior partner of a well-known legal
firm in the PRC. He is also a committee member of Shenzhen
Lawyers Associate in Construction Engineering Law Service
Ccommittee. Mr. Chen has been a practicing solicitor in the PRC for
over 29 years.
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orporate Governance Report
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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 ended 30 June 2020 (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 which includes, inter alia, the Group's corporate policy
formulation, business strategies planning, business development,
risk management, major acquisitions, disposals and capital
transactions, and other significant operational and financial
matters.

The Board currently has nine Directors, among them, five are
executive Directors and four 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

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 10 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:

TEERRS

ExgEHRTeR  TEHARESTEEMEF
HRENFHERREMEERETEH -EFF
RAFERTTREHE  FEFHANTHEHAN
RAMEBETACRHEHERL SEFHFE
E2eBNREWMT:

Board meeting

Name of Directors EEgE EEXEga3
Executive Directors: BITES:

Mr. Cai Da — Co-Chairman BiESAE -BELE 10/10
Mr. Li Xiang Hong — Co-Chairman TRBEE -BEEE 10/10
Mr. Chen Youhua — Chief Executive Officer PRRZFESE - TS 10/10
Mr. Li Wai Hung FTEBEE 10/10
Mr. Wong Tong Tong T@mLE 10/10
Mr. Hu Guoan (resigned on 7 January 2020) HRZEE(RZFEZFEF—HLHRIE) 04/04
Independent Non-executive Directors: BYFHITES:

Ms. Wong Na Na ST B 2 &= 10/10
Mr. Wang Zhixiang FEHELEE 10/10
Ms. Feng Jibei EE T 10/10
Mr. Chen Xier PR 41 52 % A& 10/10

The biographical details of the Directors are set out in the section
headed “Profiles of Directors” on pages 21 to 23 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.
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Corporate Governance Report
_u; ST TN \Aiﬁﬂ:

During the Year, the Directors have been supplied with adequate
and relevant information in a timely manner. They 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.

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 2020.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

In compliance with the code provision A.2.1 of the CG Code, the
roles of the Chairman and the CEO are distinct and separate
with clear division of responsibilities. Mr. Cai Da (“Mr. Cai"), the
executive Director and co-chairman of the Company is responsible
for formulating the overall strategies and policies of the Company.
In addition, Mr. Cai provides leadership for the Board and
ensures its effectiveness in all aspects. With the support of the
senior management, he 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. Mr. Chen Youhua, the executive Director and
the chief executive officer of the company 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.

INDEPENDENT NON-EXECUTIVE DIRECTORS

As at 30 June 2020, pursuant to Rule 5.05 of the GEM Listing Rules,
the Company has four independent non-executive Directors which
representing at least one third of the Board, and one 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, which is renewable automatically
for successive terms 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.
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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 Year.

THE BOARD COMMITTEES

In accordance with the CG Code, the Board established three board
committees, namely the Remuneration Committee, Nomination
committee and Audit Committee for overseeing particular aspects
of the Company’s affairs. All board committees of the Company are
established with defined written terms of reference. The terms of
reference of the board committees are posted on the 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. As at
the date of this report, the Remuneration Committee comprises
three independent non-executive Directors, namely Ms. Wong Na
Na (committee chairman), Mr. Wang Zhixiang and Ms. Feng lJibei
and one executive Director, namely. Mr. Cai Da.

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 1 meeting 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:
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Number of
meetings
attended

Members RE HEEBXY
Ms. Wong Na Na — Chairman AP+ - FE 1/1
Mr. Wang Zhixiang FEHELEE 1/1
Ms. Feng Jibei HEE L+ 171
Mr. Cai Da BEESE 1/1

Nomination Committee

The Company has established the Nomination Committee with
written terms of reference in compliance with the CG Code. During
the Year, the Nomination Committee had reviewed the structure,
size, composition and diversity of the Board and determined the
policy for the nomination of Directors.

As at the date of this report, the Nomination Committee comprises
three independent non-executive Directors, namely Mr. Wang
Zhixiang, Mr. Chen Xier and Ms. Feng Jibei and one executive
Director, Mr. Cai Da. Mr. Cai Da was appointed as the chairman of
Nomination Committee on 27 June 2019.

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 of the Company (the “Board Diversity Policy”) and
the measurable objectives that the Board has set for implementing
the Board Diversity Policy.
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The Nomination Committee held 1 meeting 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:

Members 5=

Mr. Cai Da BELE
Mr. Wang Zhixiang FEHFLEE
Ms. Feng Jibei EE L
Mr. Chen Xier PR 48 52 5 A

Audit Committee

The Company has established the Audit Committee with written
terms of reference in compliance with the CG Code. As at the date
of this report, the Audit Committee comprises four independent
non-executive Directors, namely Ms. Wong Na Na (committee
chairman), Mr. Wang zhixiang, Ms. Feng Jibei and Mr. Chen Xier.
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 four 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 2019
and 31 March 2020 respectively, interim report for the six months
ended 31 December 2019 and the Group's audited annual results
for the year ended 30 June 2020. 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:

TEERRS

AEEEREZHFERBEHIMT :

Number of
meetings
attended

Members B8 HESBXH
Ms. Wong Na Na — Chairman T - FE 4/4
Mr. Wang Zhixiang FEHELEE 4/4
Ms. Feng Jibei EEL T 4/4
Mr. Chen Xier PR 40 52 % A& 4/4

DIRECTORS’ APPOINTMENT AND RE-ELECTION

Any nomination of Directors will be reviewed and assessed
by Nomination Committee for his suitability according to the
nomination policy of the Company and the Board Diversity
Policy. 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 will be dispatched to the Shareholders.

REMUNERATION OF THE AUDITORS

The auditor, SHINEWING (HK) CPA Limited, provide both statutory
audit and non-audit services to the Group. For the Year, fee for
statutory audit for the Group amounts to HK$1,350,000. Non-audit
services include tax review during the Year. The total fee paid by
the Group for non-audit services was approximately HK$37,300.
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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 78
to 86 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, as well as for
reviewing the effectiveness of such systems on an on-going basis.
Such risk management and internal control systems are designed
to manage rather than eliminate the risk of failure in achieving
business objectives, and can only provide reasonable and not
absolute assurance against material misstatements or loss. 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 (on behalf of
the Board) oversees the management in the design, implementation
and monitoring of the risk management and internal control
systems for the year ended 30 June 2020.

A Risk Management Policy has been established for formalizing the
risk management system of the Group, so as to ensure the Group
is operating in a safety and steady environment and the Group'’s
operational strategy and target could be achieved. The current
practices will be reviewed and updated regularly to follow the latest
practices in corporate governance.

The risk management process of the Group will involve, among
others, (i) a periodical risk identification and analysis exercise
which involves assessment of the consequence and likelihood of
identified 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 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

o 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 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 2020. The scope of review
included revenue, expenditure, human resources, fixed asset,
treasury, financial reporting and disclosure, and anti-money
laundering management cycle of one of our operating subsidiaries.
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.

BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy which sets out the
basis to achieve diversity on the Board. The Company recognises
and embraces the benefits of having a diverse Board and sees
increasing diversity at Board level as an essential element in
supporting the attainment of the Company’s strategic objectives
and sustainable development. Pursuant to the policy, the Company
seeks to achieve Board diversity through the consideration of a
number of factors, including but not limited to gender, age, cultural
and education background, ethnicity, professional experience,
skills, knowledge and length of service. As at the date of this
report, the Board comprises ten Directors, amongst them, four are
independent non-executive Directors, thereby promoting critical
review and control of the management process. The Board is also
characterised by significant diversity, regardless in terms of age,
professional experience, skills and knowledge. The nomination
committee will review the policy from time to time to ensure its
continued effectiveness.
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NOMINATION POLICY

The Board has adopted a nomination policy setting out the
nomination procedures and criteria for selecting and recommending
candidates for directorship. Nomination Committee would make
recommendations to the Board regarding the appointment and re-
appointment of Directors, with reference to the skills, knowledge,
experiences education background, professional knowledge,
personal integrity of the proposed candidates, and also the
Company’s needs and other relevant statutory requirements and
regulations required for the positions. A candidate who is to be
appointed as an Independent Non-executive Director should also
meet the independence criteria as set out in the Listing Rules.
Qualified candidates will then be recommended to the Board for
approval.

DIVIDEND POLICY

The Board adopted a dividend policy (the “Dividend Policy”) on 8
May 2019. The Dividend Policy aims to set out the principles and
guidelines that the Company intends to apply in relation to the
declaration, payment or distribution of its net profits as dividends
to the shareholders of the Company. The key term of the Dividend
Policy are as follow:

— The Board adopts the policy that, in recommending or
declaring dividends, the Company shall maintain adequate
cash reserves for meeting its working capital requirements
and future growth as well as its shareholder value.

— The Company does not have any pre-determined dividend
payout ratio.

— The Board has the discretion to declare and distribute
dividends to the shareholders of the Company, subject to the
articles of association of the Company and all applicable laws
and regulations and other factors.

— The Board shall also take into account the following factors
of the Group when considering the declaration and payment
of dividends:

(i) the financial condition of the Group;

(i) the Group's actual and future operations and liquidity
position;
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(i) the Group's expected working capital requirements and
future expansion plans,

(iv)  the Group’s debt to equity ratios and the debt level;

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

(vi) the retained earnings and distributable reserves of the
Company and each of the members of the Group;

(vii) the shareholders’ and investors’ expectation and
industry’s norm;

(viil) the general market conditions; and

(ix) any other factors that the Board deems appropriate.

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 series 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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Environmental, Social and Governance Report

INTRODUCTION
Silk Road Energy Services Group Limited (the “Company”) and its

subsidiaries (collectively known as the “Group”, “we" or “us”) are
well aware that excellent environmental, social and governance
performance is critical to the sustainable growth and long-
term value of our business. The Group is committed to making
contributions to the environment and communities where we
operate and fulfills our responsibilities as a corporate citizen. On
this basis, we are pleased to publish the Environmental, Social and
Governance Report (the “Report”) for the year 2020 to report and

reflect the relevant sustainability measures and results.

Reporting Year and Scope

The reporting period for this Report is from 1 July 2019 to 30 June
2020 (the "Reporting Period” or the "Year").

As the Group’s business of providing coal mining services in Inner
Mongolia has undergone significant changes during the Reporting
Period, in order to comply with the Administrative Measures for Coal
Mine Overall Entrusted Management Safety (Trial) (CEREZEEE LR
2EEHHE (F77))), we have entered into termination agreements
with customers and will no longer provide coal mining services
under the existing agreements for customers. Taking into account
the reporting principle of materiality, the reporting scope will not
cover Ordos City Tai Pu Mining Engineering Company Limited, which
engaged in provision of coal mining services and operation, from this
Year. In the future, the Group may provide other coal mining-related
services that are not governed by the Administrative Measures for
Coal Mine Overall Entrusted Management Safety (Trial). On the other
hand, the Group has re-allocated resources to focus on ground
coal mine infrastructure construction before mining commences
and land use planning around the coal mine area (and all the coal
mining services or overall custody services previously provided by
the Group involve the mining stage). For details, please refer to the
Group’s announcement dated 17 June 2020. We will continue to
review the reporting scope of this Report and make adjustments
based on the principle of materiality.

At the same time, in order to make our sustainable development
work in environmental, social and governance more comprehensive,
this Year we will include the money lending business operated in
Hong Kong for the first time in the reporting scope of this Report.
We are committed to the disclosure of more comprehensive
sustainability performance in future environmental, social and
governance reports. Tianjin Dawei New Energy Company Limited
(REEZZWFEEREAR AR, "Tianjin Dawei”), which engaged in
provision of heating supply services in Tianjin, China, will continue to
be covered in the reporting scope in this Year. We will continue to
proactively align our business with the green development policy of
“coal-to-gas” in the PRC and contribute to environmental protection.
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Reporting Standard

This Report has been prepared and makes relevant disclosures
in accordance with the “Environmental, Social and Governance
Reporting Guide” (the “Guide”) set out in Appendix 20 of the
Rules Governing the Listing of Securities published by Hong Kong
Exchanges and Clearing Limited (the “Stock Exchange”). The
corporate governance practices of the Group are set out in the
section under “Corporate Governance Report” of the Group's 2020
Annual Report.

In addition, the Stock Exchange issued the latest “Guidelines”
consultation conclusion in December 2019, which mainly included
revised guidelines on the “Guide”, including expanding the disclosure
responsibility of all “social” key performance indicators to “comply or
explain”, shortening the publication period, etc., our disclosures have
met some of the requirements at present, and we also understand
that investors and stakeholders have higher expectations. We will
strive to improve to make our disclosure in the next annual report
in compliance with the newly revised requirements.

In order to meet the requirements of the Guide, the Group has
engaged an independent consultant to provide professional advice
and ensure the full engagement of our stakeholders. The information
disclosed in this Report includes topics of greatest concern to our
key stakeholders. In accordance with the requirements of the Stock
Exchange, we are committed to following the reporting principles
of materiality, quantification, balance and consistency in presenting
information. In the long run, we are committed to disclosing more
comprehensive environmental, social and governance information to
enhance the transparency of the Group's sustainability performance.
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me assess the materiality based on the views of our
stakeholders and determine the material issues of
environmental, social and governance of the Group and
the focus of this Report.
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o Balance
In order to maintain a balanced performance 15
profile, we continue to review the areas where
the report can be improved and do everything

possible to provide unbiased information.
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Materiality | Quantification

Consistency
— Mt

We adopted an electronic data collection system b
improve the accuracy of data, so as to disclose the
performance of our key performance indicators about the
environment, society and governance to stakeholdersin a
quantitative manner.
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We adopt a consistent method to quantify
and disclose the performance of our key
performance indicators in different areas, and
provide existing and historical data for
stakeholders' comparison.
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Environmental, Social and Governance Report

Your Feedback

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. Therefore, we value and are looking forward to your
advice on this Report or the sustainable development policies and
performance of the Group. Please email your valuable advice to
info@silkroadenergy.com.hk.

SUSTAINABLE DEVELOPMENT APPROACH

We attach great importance to environmental protection in the
course of business, and do our best to reduce the adverse
impact on the environment. We have made intensified efforts in
the improvements in natural gas heating supply services, sewage
treatment, solid waste treatment, green environmental protection
training, etc., and actively implemented improvement measures,
while enhancing the environmental awareness of all level of the
Company to promote green production, with a view to reducing the
environmental damage caused by economic production and easing
the pressure on the environment.

In addition, recognising the importance of the humanitarian
spirit and the employees to the development of the corporate,
we continue to regard the occupational health and safety of
employees as the top priority. Through continuous improvement
of existing safety measures, we will do our utmost to reduce the
risk of occupational injuries to employees. In our daily operation
and production, while pursuing the steady development of the
corporate, we also promote environmental improvement and social
harmony, and practice corporate social responsibility.

ONGOING AND EFFECTIVE INTERNAL
CONTROL AND RISK MANAGEMENT

The board of directors of the Group is solely responsible for leading
the sustainable development of the Group, including formulating
overall decisions on sustainable development matters, supervising
the effectiveness of risk management and internal control system
related to environmental, social and governance issues. We also
understand the importance of internal control and risk management
and a well-structured internal control and risk management system
is closely related to the sustainable development of an enterprise.
Therefore, the Board of the Group continues to monitor our
internal control and risk management system so as to identify risk
factors that may adversely affect the Group’s business including
operational, financial, compliance and environmental protection
related risks. Meanwhile, corresponding risk control measures will
be formulated.
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Apart from this, our Audit Committee will review the Group’s
internal control and risk management system on a continuous
basis to maintain an effective internal control mechanism. To
further improve the effectiveness of our risk management and
internal control system, we have appointed an independent internal
control consultant this Year to conduct regular review on our risk
management and internal control system, so as to monitor its
effectiveness. In addition, the independent consultant will also
directly report to us on the risks related to our business, including
material environmental, social and governance risks. We will assess
the impact of the identified risks on our business, and formulate
risk-based response plans with reference to the opinions of the
independent consultant and the best industry practices, to improve
our internal control procedures. Stakeholders’ opinions are also
important for managing environmental, social and governance-
related risks. In this regard, we actively collect opinions from
stakeholder groups and conduct materiality analysis through
different communication channels, so as to make our sustainable
development plans and goals fully reflect their concerns. The
board of directors will also monitor the implementation of the
plan through regular meetings and reports from management.
We expect the Group’s sustainable development policies will be
complemented by the internal control and risk management system
to monitor and continually improve the Group’s operations so as
to achieve a vision of sustainable development.

STAKEHOLDERS ENGAGEMENT

Our business has maintained stable development over the years
thanks to the support and trust of our 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. In addition, ongoing communication can also enhance
our risk management and the stability of our business development.
In the future, we will continue to actively communicate with
stakeholders who are directly affected by the business operations
to understand their ideas and concerns.

Silk Road Energy Services Group Limited
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Materiality Assessment Procedure EEMFMBRE

Ezl w A RHE AR

AN BRRF
Recognised assessment

Prioritize

Identify

In the process of conducting
materiality assessment,
we mainly refer to the
Environmental, Social and
Governance Reporting Guide
of HKEx to identify important
issues related to the Group and
make relevant disclosures in the
Report.
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We have adopted a diversified
approach, including inviting
our stakeholders to conduct
a questionnaire survey on
the importance of sustainable
development issues and
give advice on the Group’'s
sustainable development
policies. Then we have combined
the results of communication
with stakeholders to define the
overall importance of the issues.
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results

The conclusions of the steps
1 and 2 are submitted to the
senior management of the
Group for discussion, so as to
confirm the material issues of
the Report.
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Our Stakeholders and Relevant Channels of Communication

We maintain contacts with different groups of stakeholders
through a variety of channels. These include questionnaire, annual
general meeting, telephone consultations, site visits, employees’
performance appraisals, the Company’s team activities, meetings
and the Company’s website, etc..

RMNBFOENBENBELS X

HHARMNFNERE  RMEATETRNE

BERBBYE ETEREMEEHEE  FEER
g FERAEHE BHER BTWEMGH
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Stakeholders Channels of Communication
B4 E BEAR
Employees e Performance appraisals e Leisure and entertainment
EE8 KREIEZ competition
e Internal department meetings REIR &L B
HrFRNEE & e Team building activity
e Trainings and workshops = )
Bl ITES e Questionnaire
HESECES
Customers e Daily operations or communications e Customer interviews and feedback
s A®&EE MR collection
EPRaREkERKSE
Suppliers e Supplier performance review e Sijte visits
HER HrEmKRRTE R R
e Meetings and interviews e Questionnaire
3 HESEES
Shareholders and investors e Annual general meeting e Financial reports
IR R BRI & & RRBEFRE W mE
e Announcement and circular e Results publication
NS KERBAM
e Group website e Questionnaire
& B4k HESECES
Government departments and e Work report e Meetings and communications
regulators TiERE FERM
T EBPIES B8 * Application approval
REBHE
Local communities e Daily operations or communications e Questionnaire
=z A& &EE LMRn HESECES

During the Reporting Period, we also engaged an independent
consultant to conduct an online questionnaire to collect the
expectations and opinions of stakeholders on the sustainable
development of the Group. We held a two-week online survey
that collected opinions from different stakeholder groups
including customers, suppliers, business partners, employees
and government personnel. We are very grateful to the valuable
opinions provided by our stakeholders, which are very important
to the sustainable development of the Group.

Silk Road Energy Services Group Limited
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Analysis Chart of Materiality Issue Assessment

Through communications with our stakeholders, we identified
important sustainable development issues related to our business
and prioritized the following 23 issues based on the two aspects
of “Importance to the Group” and “Importance to Stakeholders”.
We have formulated an assessment analysis, as follows, based on
the results:
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High Materiality Issue Matrix
= BEAREREER
®
: ® ®
Qi
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+ ® © 0
O ¥
T @ @ ®
W
® ®©
s
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®
Medium IMPORTANCE TO THE GROUP High
th HAEESSH =
Issues of concern =31

Diversity and Anti-discrimination % it Jo & 5548

Employment Relations % % B %
Occupational Safety and Health B %% 2 kit &

Training and Development 15 3| & % &
Child Labour and Forced Labour & T 3838 4 &

Employee Benefits & T 72 7

Greenhouse Gas Emission ;8 %= 5 & B ik
Exhaust Gas Emission /& & il
Sewage Discharge 557k i i
Waste Disposal & & #7532
Conserve Energy and Water £ #9855 Iz fi 7k

Green Procurement 4 & 1% B

Supply Chain Management 4 & 5 & 32

Anti-corruption f £ 8% &5 8

Contingency Plans for Disasters 5 £ [ & B &
Product and Service Quality 7 & & fR 7% @ &

Product Safety ER %2
Compliant Handling # & iz 32

Protection of Intellectual Property 4?3 4138 & ##

Customer Privacy Protection % 5 7l 5 (£ &

Customer Satisfaction & F & &

Participation in Public Welfare Activities £ 272 2 E &)

Charitable Donation % & 38 i
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List of Significant Category

Material Issues

EERE

ERERIE

Corresponding Sections
HEREE

Customer Privacy Protection Protection of Personal Data Privacy
EEALBRE REBMAERLE
Occupational Safety and Health | Occupational Safety and Health
B2 RRERE BERERZSD

Safety Management System for Heating Supply Business
HEXEBNLZTERRR

Security Monitoring System

ZREERE

Product and Service Quality
EmkRBESE

Safety Management System for Heating Supply Business
HEXZBENLZE2EERR

Security Monitoring System

TZREERE

Product Responsibility

EmaE
Complaints Handling Product Responsibility
KRR EmaE
Anti-corruption Anti-corruption and Pro-integrity
2 5E BR 18 B8 BEER

ANTI-CORRUPTION AND PRO-INTEGRITY

The Group adopts a zero-tolerance attitude towards corruption
and bribery and is committed to effective management of anti-
corruption and anti-bribery. Our employees of all levels must act
with a good faith, impartiality and honesty, and abide by relevant
legal norms and ethical standards to ensure the misconduct that
harms the interests of shareholders, investors, customers and the
public is not made, thereby safeguarding the Company’s interests
as a whole.

We have developed anti-fraud management and reporting policies
including whistle-blowing mechanism to provide anonymous
channels for our employees to report suspicious corruption, bribery
and fraud cases. All reports and whistle-blowers’ information
will be kept confidential. Staff who receive report or participate
in fraud investigations should not disclose any unauthorised or
unconfirmed report information. In addition, we have developed a
set of evaluation procedures to determine if further investigation is
needed when a report is received. We will adopt a zero-tolerance
policy for any form of corruption including bribery, fraud and money
laundering, and report it to the relevant judicial authorities. To the
best knowledge of the Directors, the Group has not received any
reports about corruption, bribery or other misconduct during the
Reporting Period.

Silk Road Energy Services Group Limited
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Emphasising Anti-Money Laundering and Countering-
Financing of Terrorism

The Group is in full compliance with all of the relevant anti-money
laundering and countering financing of terrorism (“AML/CFT") laws
and regulations of Hong Kong. We have put in place specialized
rules and regulations, workflow control, competent personnels
and systems in accordance with Hong Kong laws, guidelines from
regulatory agencies, and recommendations of relevant international
organisations (such as the Financial Action Task Force) to actively
facilitate the work of AML/CFT and anti-crime efforts. We have also
appointed the senior management personnel of the Group as the
compliance officer and money laundering report officer, responsible
for establishing and maintaining AML/CFT mechanism, reviewing all
internal reports of suspicious transactions, and acting as a major
point of contact for joint financial intelligence team and other law
enforcement agencies. We will also regularly review the control
measures to implement more targeted and effective monitoring of
workflows, systems and structures. During the Reporting Period,
we invited professional training institutions to provide training for
all senior management personnel of the Group to improve their
understanding of the responsibilities of licensed money lenders in
AML/CFT. At the same time, our Directors and management will
also continue to monitor the internal control system of relevant
parties and strictly abide by all laws and regulations on AML/CFT
in Hong Kong.

PROTECTION OF PERSONAL DATA PRIVACY

The Group attaches great importance to the data privacy of
employees, customers, suppliers, business partners and other
stakeholders, and will protect data privacy strictly in accordance
with the Personal Data (Privacy) Ordinance (Chapter 486 of the
Laws of Hong Kong), especially the personal data of customers we
may collect in order to comply with the “Guideline on Compliance
of Anti-Money Laundering and Counter-Terrorist Financing
Requirements for Licensed Money Lenders” and the business needs
arising from the money lending business operated by the Group
in Hong Kong. Therefore, The Group has established a relevant
confidentiality system for customer data privacy, stipulating that
sensitive information can only be collected and processed by
authorized persons. All employees have relevant confidentiality
obligations, including but not limited to customer data, commercial
and technical secrets, etc. In addition, the customer data we collect
is only used for designated purposes. To the best knowledge of
the Directors, the Group did not receive any complaints regarding
violations of the privacy regulations or other related improper
conduct during the Reporting Period.
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OCCUPATIONAL HEALTH AND SAFETY

We understand that ensuring and maintaining the safety of heating
supply project stations is the most important mission and task
for us who shoulder social responsibilities, whether it is based on
humanitarianism or operation safety, or the need for compliance
management. It is also the scope of our continuous efforts in
sustainable development. We have been striving to provide a
safe working environment for our employees. The Group hopes
to establish a safety management system on the basis of “safety
first” concept for production, continuously improve the employees’
emergency handling skills and safety awareness, and shape and
promote safety culture of the corporate to achieve the ultimate
goal of ensuring employee safety.

We attach great importance to the occupational health and safety
of our heating supply business in Tianjin, China. The Group is
committed to complying with the relevant laws and regulations
including the Law of the People’s Republic of China on Prevention
and Control of Occupational Diseases ({FRZE A R H BB ¥
mBAEE)), 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 Fr B 2 74
FEBEERAE)ERLE2EERRBSELN)), Measures for
the Declaration of Projects with Occupational Hazards (SAWS
Decree No. 48) ((BEREEEERRPWENERLZ2EELR
< % 485%)), Measures for the Supervision and Administration of
Employers’ Occupational Health Surveillance (SAWS Decree No. 49)
(KAABUBERREREEEREN A (BERL2EEERT
#4957 )), Interim Measures for Supervision and Administration of
the “Three Simultaneities” for Occupational Health at Construction
Projects (SAWS Decree No. 51) ((ERBEBE®HEZFEF]
EEERYETHEAERZE2EEELR S E5%)) and the
national standard Technical Specifications for Occupational Health
Surveillance (GBZ188-2007) («H 3% fi& % &= #& £ iy #% #0) (GBZ188—
2007)). With regard to the money lending business operated by the
Group in Hong Kong, the principal place of relevant business is the
office, which does not involve major risks in occupational health
and safety, but we also attach great importance to the occupational
health and safety of our employees to provide them with the most
ideal and safe working environment.

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 Reporting Period. In
addition, we have not received any reports of work-related injuries
or deaths due to work.
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Safety Management System for Heating Supply Business MEXBENRZEZEERAR

A sound regulatory management policy can provide guidance ZVREMMREZTESIE  TUALE2EETE
for safety management and is the basis for safety management IE##E5| HREZ2EEERAMNER - K THE
system. As to the heating supply projects, we have particularly #TRMPBEFREVINZE2AERSHEN &
established the Regulations on Safety of Boiler Room ((ifEREZ MMt EEBEENNFIRETERERZ 2R
2R EHE)), the Management System for Firefighting Safety of Z#HIE) - (BEEEH L2 EBHE) CEH L
Boiler Room ({ftE = HFZ 2B R E|E)), the Regulations on Fire & #HE ZREHEISHE - AN A LR
Safety Education and Training (CEFFZ 2% 5 « HIIRESE)) EFENEHRAS:

and other regulations, in addition to continuing to implement the

previously-established production safety regulations. Key contents

of the aforesaid regulations are as follows:

Regulations on Safety of Boiler Room
(CREEZZREHE)

o Boiler staff must obtain relevant certificates before performing their duties
MEABNVNEFELS

o Conduct patrol inspection on equipment in boiler room every two hours
BRMINKENEFNETREBELCERS

o Check, at any time, whether there is any unusual occurrence during the operation of boiler
RARRBENEEESATMNEERR

] Reject any instructions in violation of boiler safety regulations
HEMERBEZ D ETNEETIER  BHBEEHNT

Management System for Firefighting Safety of Boiler Room

(REEEHMREEESE)

o Implement the guideline of “precaution comes first with active prevention”
ERIERAE  BIBEEI

o No flammables and combustibles shall be accumulated nearby the boiler room
BERBWIEFHEERSR - HE DS

o Boiler room shall be equipped with adequate firefighting equipment which shall be kept and under regular check
and maintenance by dedicated staff

Regulations on Fire Safety Education and Training

CHBERZZ2HE  BIREFNE)

] Training shall be carried out for all staff annually in June
BAZEBEISFNXAZSHET KRG

o New staff and those re-designated to a new post shall receive relevant fire safety training before performing
their duties
FTEEMEAFTBEALNE T AET EMATAED %2253
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Inspection System for Accidents and Hidden Dangers and
Emergency Relief Plans for Accidents

Major accidents and hidden dangers refer to events that may cause
three deaths or more or a direct economic loss of RMB1 million or
more. Major accidents and hidden dangers generally include:

) unsafe environment, equipment and facilities in workplaces;
ii) employees’ unsafe behaviors; and
i)  deficiency in management.

During the course of daily operation of heating supply business,
upholding the guideline of “safety first and precaution crucial”,
we take an active and comprehensive approach in screening,
rectifying, supervising and managing major accidents and hidden
dangers to prevent the occurrence of major accidents. In addition to
routine safety inspection, we organize regular inspection for major
accidents and hidden dangers, for example, whether there is a leak
in the pipeline, etc., and regularly report the results of evaluation
to the management of the Company. Any lengthy rectification
pending completion shall be reported on a continuous basis until
completion.

Establishing a sound emergency response plan is conducive to
the dealing with unexpected accidents. We can initiate response
plans immediately in case our staff face sudden, dangerous and
catastrophic accidents. The prompt intervention of implementing
the plan at the early stage or even the pre-warning stage can
contribute to controlling the escalation of accidents and minimizing
the losses. Even if accidents have occurred, emergency relief
work can be carried out in an orderly way to minimize casualties
and property losses. Accordingly, we have prepared emergency
response plans for accidents based on the Production Safety Law of
the People’s Republic of China (Order 2002 No0.70 of the President
of the PRC) ((FEARKEMBE L 24 EE) (BREFES2002F 570
%)) (Order 2002 No.70 of the President of the PRC), Identification
of Major Hazard Sources (GB 18218-2000) (&= K&k R ¥4 ) (GB
18218-2000)) and other laws and regulations. Such emergency relief
plan not only establishes an organization for emergency relief, but
also builds up a trained relief team. Also, it lists out the materials
needed to perform the emergency relief to ensure all the staffs
would be able to react in accordance with the prescribed plan in a
timely manner upon occurrence of major accident and ensure the
emergency relief works shall be carried out smoothly. In addition,
we also conduct regular drills on emergency plans to ensure that all
employees are prepared to respond to emergencies and determine
whether the emergency plans are effective.

Silk Road Energy Services Group Limited
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In addition, it is required by China’s laws that effective management
measures for major hazard sources shall be applied by enterprises
and governments at all levels shall establish effective control
systems for major hazard sources. Therefore, we have formulated a
variety of management systems as required to enhance our control
over major hazard sources.

Security Monitoring System

We have set up a round-the-clock monitoring system with alarming
function in all heating supply project stations, which is able to
monitor relevant areas on a 24-hour basis and alert immediately
in case of any moving object detected. Each project manager can
immediately respond if any unauthorized person enters into the
heating supply project station, so as to maintain its safety.

PRODUCT RESPONSIBILITY

In terms of heating supply services, we are committed to
maintaining a stable heating supply to guarantee the needs of our
customers. As mentioned above, we will monitor the operation of
the natural gas boiler and boiler system data all the way through,
to ensure the normal operation of the heating supply service. In
addition, if we receive complaints or problems from local residents
about heating supply services in daily operations, we will deal with
them in a timely manner. If construction or equipment is involved,
our maintenance team will take action as soon as possible to make
up for the defects in such construction or equipment. During the
Reporting Period, we received many valuable suggestions from
residents and will review the suggestions received and make further
follow-up actions and improvements.

R -#HERERTRE
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GREEN OPERATION

Amid the increasing global warming and environmental pollution,
participation in environmental protection has become a social
responsibility that all sectors of society have to bear. All parties
in the community have made different efforts to strengthen
environmental protection measures. Improving energy efficiency,
reducing carbon emission and further enhancing resource
utilization and management are the best choices to improve the
environment and promote sustainable development of all parties.
We will continue to consider adopting more appropriate green
business models in our business.

Heating Supply Business to Reduce Pollutions

The PRC government has actively promoted with the advancement
of natural gas market-oriented reform and continual introduction
of stringent environmental protection policies with a view to
replacing coal with clean energy, thereby reducing air pollution and
mitigating climate change. The National Development and Reform
commission (the “NDRC") also promulgated the 13th Five-year Plan
for Natural Gas Development (( XARER[T=FAI#HE])) in 2016
following the release of Action Plan for Prevention and Control of
Air Pollution ((X®R5AEFIE1T8IFHE)) by the State Council.
We will remain highly responsive to the national low-carbon
and green development objective of “coal-to-gas conversion” by
vigorously pushing forward the use of natural gas by township and
rural residents. As such, we plan to continue the development of
heating supply business in the future through replacement of coal
with clean energies, so as to mitigate the severe haze weather in
northern China in winter.

Silk Road Energy Services Group Limited
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Environmental, Social

Environmental Performance Data Overview'

Key environmental indicators

and Governance Report
R HBREBRE

BREXRAHE K

BRERBER
Greenhouse gas
BERHE
Total emission 4,816.93 5,222.53 | Tonnes of CO, equivalent (“tCO,-e")
g E W& fiRE S
Direct emission (scope 1) 4,253.03 4,660.31 | tCOz-e
EEc22 3 4¢ k) mE— S bl E 2
Indirect emission (scope 2) 563.90 562.22 | tCO,-e
el # BE AR (86 [212) W& fiRE S
Greenhouse gas emission intensity of 15.90 16.88 | kilogram of CO.e per square meter of heating supply

heating supply business in Tianjin
REHEEBOAEREBEREE

area
DTSR ERE BEIKREEE

Greenhouse gas emission intensity of 136.17 169.81
Hong Kong office
EREMEENRERBERTE

kilogram of CO.e per square meter of floor area of
office buildings
ATZEERERE SFFARABLAEEZEEEDEE

Exhaust gas
BER

business in Tianjin
RARPIE R w0 RE R E =

Nitrogen oxide (NOy) 3,669.89 4,018.69 | kilogram

A AL ¥ (NOx) NG

Sulfur oxide (SOx) 783.69 857.95 | kilogram

= TN ON) N

Particulate matter (PM) 34.66 38.03 | kilogram

TR (PM) NI

Energy

BE R

Total energy consumption 21,828.03 23,853.70 | '000 kwh

BEERFE=E T 18 F 5 B
Electricity purchased 583.91 582.13 | ‘000 kWh
HEEN T & F EL B
Natural gas? 21,184.79 23,191.48 | '000 kWh
RAR? T @ F E B
Unleaded petrol 59.33 80.10 | ‘000 kwh
598 T & F EL B

Energy intensity of heating supply 0.07 0.08 | ‘000 kwh per square meter of heating supply area

TETERE8F7KHEREE

Energy intensity of Hong Kong office 0.39 0.51
EEMEENEREE

‘000 kwh per square meter of floor area of office
buildings
FERFRE " GEARRAEEZELEEMERE

Water consumption

heating supply business in Tianjin

Ak

Total water consumption?® 13,078.00 12,340.00 | Cubic meter

AFEKES S FOK

Water consumption intensity of 0.04 0.04 | Cubic meter per square meter of heating supply area

RAEMREXZFOFRKEE

SR GFREEEE

! Given that no significant non-hazardous waste was generated during the
Group's operations for the time being, relevant data will not be disclosed for
the Year. In the future, we will continue to review the materiality of the non-
hazardous waste generated and will make relevant disclosures as appropriate.

2 Natural gas energy consumption includes the part consumed by our heating
supply services customers, but the data of this part is difficult to make
statistic, so there is no separate distinction and deduction.

3 Since the Group's money lending business in Hong Kong does not have
independent water equipment at its operating location, Hong Kong is excluded
from the water consumption data in this Report.

! ERINAKELELERRAELEANBSTERY
AEEETHEBEAEBEE - RRK  RABFESEM
EEEETEEYNERN  WHEEREDHEBRE -

2 RAREREREERMERREELPAEFROED -
MU Rl BB R A - B ARE S ER D RME ©
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Energy Conservation and Emission Reduction

Greenhouse gas refers to the gas component of the atmosphere
that contributes to the greenhouse effect. Electricity, natural
gas and vehicle fuel consumption are the main sources of our
greenhouse gas emissions. Specifically, the usage of electricity is
for maintaining daily operations of our office and heating supply
project stations, and natural gas as the main fuel for boilers in
our heating supply project stations, and vehicle fuel for daily
administrative purposes. However, the Group will still adhere to
our guideline on environmental protection, actively advocate the
low-carbon concept and encourage employees to adopt a low
carbon living habits, and reduce the use of natural resources,
for the purpose of promoting environmental protection and
energy conservation at our utmost efforts. Set out below are the
environmentally-friendly emission reduction measures adopted
by the Company within the scope of the Report in its routine
operation:

Reducing electricity consumption

W AR

B0 BE R B

BERE - REARTEOLERENRLE
BN RARRAEMBERSHRAREREY
MOTERR EHNTERBREFEERLE
EBRHERBBUEETT RAREZRMHKRIER
WIREN T ENE  MAIEMRMRIRBEITHAA
A BRSEDARFRMANRRKRSEH  BHRE
BEBKRES BEIEREREENEE &
HRAEBIR - BRPPTEEMIEBIRIRETRE ° AT
ARBEHBEANZRAFRNAELE EFARRARR
BT i e -

(5 o

o Set the air-conditioning temperature at 25" C in summer, and ensure the air-conditioners are turned off after

work

% 38

FHRFNFBIBE - BHERZEFHE T YL 4 +5 5 B

o Adjust the computer’s screen brightness at 50%-75%, and preset the monitor to turn off automatically when it

is left idle for ten minutes

BEMEFEZEEFNOETSEZRARBEMBRERE /10D ER BB
o Switch off unnecessary electronic devices or lamps while not in use

ENERAR  BEERTHNENEFRERERE
o Use sensor-controlled lights in some office areas
MW AZHEER BB RENRAE

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

FOFMBERAXMBRAR - R BB Z A E A

Reducing paper consumption

B R

Strive to be a paperless office to avoid wastage of office consumables

BERTERLERL NELRRERARMORERLMD

o Provide recycling bins to collect single-sided paper for reusing

REBERARELERE@MA

o Employees bring their own cups to avoid using disposable paper cups

BT AEKAKRN - @R EBRAEGN

o Encourage employees to dry hands with handkerchief to reduce paper consumption

KBETERFHET  BIBE

Reducing water consumption

D R K

o Employees must make sure to turn off the relevant water equipment after using to prevent wastage of water
BETIRFAAKZEEVARRECKRAEBEESE HLRE
o Check the water equipment carefully to avoid water dripping or leakage, and repair immediately once any

abnormality is found, to reduce wastage of water

RERMERAKRE  HLLRR SERREBHREETHI

Silk Road Energy Services Group Limited
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Reuse and recycling
VEHRARBREE

R -#HERERTRE

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

EREAHOEAS  BEEH B ARE

ERAIEBREX A

o Entrust a professional environmental protection company to recycle scrap paper regularly

ZRERRRFR QA E HIE U RE A

Energy Monitoring

We have fully applied the electronic energy management system for
all heating supply project stations to monitor, in real time, the water
supply, water temperature, pressure, electricity, boiler operation of
each station, so that we can obtain real-time information of each
project station, and hence, we can make rectifications immediately
upon occurrence of any abnormality and further enhance the
energy management of each project station.

Use of Water and Management of Sewage Discharge

The Group's heating supply service relies mainly on water as a
medium for heat transfer to achieve heating supply. Subject to the
nature of this service, we will inevitably consume a large amount
of water resources, but the Group will reuse the water resources
for heating supply purpose as much as possible during our heating
supply business operation, with a view to reducing the usage of
water resources. As for the money lending business operated
by the Group in Hong Kong, its routine operations mainly involve
domestic water. In addition, the sewage generated in daily life is
also one of the Group’s main sources of sewage. Our domestic
sewage is treated as required by local governments. To the best
knowledge of the Directors, the Group was not aware of any issues
relating to water sources during the Reporting Period.

Waste Treatment

No hazardous waste is generated and no packaging material for
finished products is used during the routine operations at our
Hong Kong office and heating supply business in Tianjin. Non-
hazardous wastes we generated are mainly domestic wastes and
office papers. Such wastes are sent to the city environmental and
hygienic department for unified treatment. Given that no significant
non-hazardous waste has been generated in the business
operations of the Group, the relevant data will not be disclosed for
the Year. In the future, we will continue to review the importance
of non-hazardous waste generated and review whether there is a
need for relevant disclosure.
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Impact on the Environment and Natural Resources

Tianjin Dawei, which supplies heating supply service using natural
gas as its fuel, will continue to seek opportunities in the future for
expansion of our heat supply business, thereby strengthening our
positive impact on the environment, and reducing air pollutants
through cleaner and more environmentally-friendly heating supply
methods in the long term. In addition, we will continue to follow
closely the national policies and actively promote development
strategy for environmental protection. Our money lending business
in Hong Kong will not have a significant impact on the environment
and natural resources.

Compliance with Laws and Regulations

When conducting heating supply business, the Group will strive to
abide by the Environmental Protection Law of the People’s Republic
of China ((REARLFBEIRHERH L)), Law of the People’s
Republic of China on Appraisal of Environmental Impacts ({2 A
RAMBIEESZZTEE)), Law of the People’s Republic of China
on Prevention and Control of Water Pollution (/% A & A E 7K
S5 A5 )), Law of the People’s Republic of China on Prevention
and Control of Air Pollution ((FrZEA R HEME KR 528 ED)
and other relevant laws and regulations enacted by the PRC in
respect of environmental protection. Although the money lending
business of the Group in Hong Kong does not involve significant
emissions, we will also endeavour to comply with relevant
environmental regulations. To the best knowledge of our Directors,
the Group was not subject to any significant administrative
sanctions or penalties for any breach of environmental laws or
regulations during the Reporting Period.

TREATING EMPLOYEES WITH KINDNESS AND
EQUALITY

The Group regards employees as the most valuable asset and
upholds the principle of “people-oriented”. We continuously
improve human resource management and attract, discover and
foster talents, while providing employees with a harmonious,
diversified and friendly working environment, enabling them to
deliver their best performance.

Employment

The Group highly values team building and talent development.
We adopt a fair and open recruitment policy, promote diversity
and inclusiveness, and guarantee employment opportunities for all
kinds of people. We believe that all employees, regardless of age
(not recruiting those under the age of 16), nationality, race, religion,

Silk Road Energy Services Group Limited
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sexual orientation, marital status, pregnancy and disability and [EBF|IEE - HFIAHEE - EAEIRBEREFS R
other factors, should be respected. In the process of recruitment @EEETHaE IR TIEXRE - BHTEE 8l
and promotion and for the purpose of creating and reflecting the BEAEERFEH S 2ol RIEB EHE
values of the Group on equal opportunities, diversity and anti- {E# - ZRFIMEEENKEMEMEFZET UL
discrimination, our consideration will be solely based on the abilities W HEIE Fif i RAG KL ME MBS ML & FH K -
and performance of the employees. To better serve the needs of

customers and communities in the places where we operate, we

also try our best to recruit employees in the places we operate

whenever possible.

Overview of the Number of Employees for the Year AEEBIANEGT B
BRI DB REBERSE
By Gender By Employment Type

\Z

m 28 Full-time m FE/EL
Part-time/Contract

m 5 Male = % Female

RERFRAERNDE REDE
By Age Group By Geographical Region

)

=

= 21-305% Aged between 21-30 m & Hong Kong

® 31-405% Aged between 31-40 . .

= 41-50%% Aged between 41-50 = FEPN Mainland China
m 51-605% Aged between 51-60
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Employee Turnover Rate

Description
ot

By gender
R R & 2

BT RAKR

2020

Male

[==]
73

1%

Female
s

17%

By age group
REREE D

Aged between 21-30
21-307%

67%

Aged between 31-40
31-40%%

Aged between 41-50
A41-505%

Aged between 51-60
51-60%%

1%

Aged 60 or above
607% 3 A -

By geographical region
7t E 8 5

Hong Kong
aBE

18%

Mainland China
A b

7%

The Group consistently insists on signing labour contracts with
employees within the time prescribed by laws. In terms of
dismissal, our dismissal policy is implemented in accordance
with local regulations. Our human resource department also
conducts interviews with separated employees to ensure that
their dismissions are not due to the unfairness in workplace. The
Group's employment, resignation and dismissal for employees are
all carried out in accordance with the provisions of the Labour Law
of the People’s Republic of China ((FFEARLMBELE L)), the
Employment Contract Law of the People’s Republic of China ({#
#FARAMBELE A REE)) the Employment Ordinance (Chapter
57 of the Laws of Hong Kong), and the Personal Data (Privacy)
Ordinance (Chapter 486 of the Laws of Hong Kong) as well as the
employee handbook.

Silk Road Energy Services Group Limited
“HhEeRIREEEER AR

AEE-EEFRAERERRANEE TR S
BEF - ERERBIE  RANBERRIZE
HIERAIT - ZRFIWANE R TS EBERE T
ETERAREBER L IFERBIZ TR -
AEEEST AR  BERANBEERIR(PEAR
HEMBELEE L) (FEARKMBELEHEFZE)
(ERBEHDDEBENZES7E) (EAEHRLE)
OB BEPIFEABE) K B TFMHIRERTT



Environmental, Social and Governance Report

In addition, the Group has also established the employee
handbook and the human resources management policy to
specify the relevant requirements such as employees’ employment
management, the right to terminate employment relationship, social
security funds, remuneration, employee benefits and leave benefits
for the sake of protecting employees’ rights and interests. To the
best knowledge of the Directors, the Group has not received any
material administrative sanction or penalty for any violation of
employment laws or regulations during the Reporting Period.

Salary and Benefits

In response to the needs of business development and the features
of positions, we provide employees with competitive remuneration
packages based on individual abilities and performance, and review
the remuneration incentive plan as appropriate. The Company
thinks highly of the well-being of employees and cares for their
work life balance. As an employer that emphasizes on the physical
and mental health of employees, our Hong Kong employees are
entitled to the group medical insurance, and employees in Mainland
China are also entitled to pension insurance, unemployment
insurance, maternity insurance, injury insurance and medical
insurance and the housing provident fund. We are convinced
that good benefits are an important factor in retaining talents
to promote the growth of corporate. Therefore, we are willing to
listen to the opinions of our employees and regularly compare our
remuneration packages and benefits with the market standards to
ensure that our remuneration packages and benefits are conducive
to our business development and satisfactory to our employees.

R -#HERERTRE

BRUEAIN  AREBETHETETIFMRAZTERE
FHE - NINABTIMNREEE  SHEELL
AN HEeREES  FMW ETRAMKERE
MERBERTE AREEIHEZ - MAEEMR
o AL BRI AR R R
RIERMERERTHBEKES -

FHEBREF

HMEEEGERNFENEUBENEE R
REAWENIREKTR  /ETIREABF IO
Birrd WEKERFMABTE  ERWETHE
Ak BLOBEEBTMITIFELE - FREIEBT
FLRENET  HMANEEEETAIZAEE
BERE  Te/RTENMZEESADR—T -
HPRBREERINBENRBRBAT AMEELE
ERMNEZEFREZ  AUHBRMIHEGRIEETH
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LABOUR STANDARDS

Regarding the prevention of child labour or forced labour, the Group
has a designated human resources management department to
carry out professional management for preventing the employment
of child labour or forced labour in the Group during the time for
recruitment and employment. One of the measures includes the
assignment of a HR officer to verify the identity documents of
newly hired employees to ensure their legal working age. At the
same time, we also clearly specify the working hours for each
employee as well as the management of overtime and leave, with
a view to safeguarding their rights and interests. In the event of
any child labor or forced labor, we will immediately arrange the HR
management department and related departments to investigate
the incident. Meanwhile, we will consult legal advisors for
professional opinions on the incident to ensure that we deal with it
in strict compliance with the relevant legal requirements, including
reporting the incident to the judicial authorities, terminating the
employment relationship with child labor, etc. Furthermore, we
will also conduct a comprehensive review of the issues in the
HR management system and take remediation measures and
designate dedicated personnel to monitor the implementation of
the measures. For the employees involved in the incident, we will
strive to obtain a full understanding of their circumstances and
provide them with all necessary support and assistance. The Group
has not received any material administrative sanction or penalty
for the violation of the regulations regarding child labour or forced
labour during the Reporting Period.

TRAINING AND SKILLS DEVELOPMENT

We understand that the sustained development of the Group’s
business in the long term relies on the utilization of employees’
talent. To this end, we are committed to providing employees with
an ideal career development platform, as well as all necessary
support and resources to help them achieve their career goals.
We believe that our optimized training can effectively enhance
the ability of our employees, while staff and enterprise can grow
together. We encourage our employees to diversify and develop
a positive learning environment. We develop a number of training
programmes for our employees annually, so that all employees can
fully understand each of the working procedure, system and related
knowledge of the Company.
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During the Reporting Period, we separately organized external
training on anti-money laundering and counter terrorist financing
for senior management and directors who are in charge of
our money lending business in Hong Kong to improve their
understanding of relevant laws, and hope that the training can raise
their awareness in this regard, thereby effectively reducing the
Company’s risk of involvement in money laundering and terrorist
financing activities in the routine business. We hope that the basic
skills, knowledge trainings, job expertise and management skills of
senior management can meet the needs of different departments
and actual functions through a comprehensive training system.
Meanwhile, we encourage employees to participate in internal
training, external courses, seminars and conferences based on their
personal development needs. We will engage external professional
training institutions or teams for training as needed, or organise
relevant employees to participate in training held by external
training institutions so as to acquire the knowledge or skills as
required.

SUPPLY CHAIN MANAGEMENT

We believe that an effective supply chain management is of
great significance to maintain the quality and reputation of our
products. The effectiveness of the operations of the Group depends
on the product quality provided by the suppliers. Therefore, we
attach great importance to the quality of our suppliers. Our main
procurement items can be basically divided into several categories,
namely professional services (such as legal, audit, etc.), office
procurement (office equipment, electrical appliances, stationery,
etc.) and procurement of natural gas for heating supply services.

Number of suppliers by geographic region in the Year

FEERBEVEHN I NHEBHE

Hong Kong
BB

R -#HERERTRE

RBERHE  RABISAETEREEENS
MEBABAREEERTITEABERRHD T
B2 B850 EEN - NESHMANERERE
FlevE i REHE2RBEJgERERMEMOE
o MR EENXRBT AR EERAR 2 ERE
LkRMmH FESEETPHHNRER - RFHRESR
EIEABMERRKRE  MBEI - EIEEREE
B I 1 RE 8 1B 5T & BV I B B R RE S0 TR = 1N [R) BD
FIMERBENTE - AF  HMAZBREERE
BEARRTE  2EAEFI - SERE - I
EMEFHE -  RANMSRFEBRBIBEXTIH
BREBESRINES - HAEMARRE T2 MRS
FIE2RIEIEBABERT MBI EE

HEHEEE

BPEEAERNEEREEHEFSRMNERE
ENBEEHER AKELENERERERN
HEBMERZEREE AR MATOERH
EEMNEER - HMANETERBEREARADRE
KRB DRIREERYG (AR B&E) W
NRERBRARE BHF XEARSZ)LHE

RIGFAFORARRERE -

Mainland China
A i

The Group has established a supplier management system to
ensure that its operation is in full compliance with the laws and
regulations in the PRC regarding the society and environment.
Every year we review the existing suppliers based on their product
quality and certification, delivery speed, aftersales service, opinion
by users, non-compliance, etc., to examine whether the existing
suppliers meet the Company's standards. In order to ensure the
quality of the Company’s supply chain, unqualified suppliers are
classified to the list of “Unqualified Suppliers” and are no longer
employed.
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Besides, we have developed a complete set of acceptance
procedure to check the purchased items to ensure that their quality
meets the prescribed standards. For unqualified products, we will
contact the suppliers and arrange for returns. In the future, we will
continue to monitor the product quality of our suppliers, and at the
same time continue to seek sustainable development opportunities
in supply chain management, and better select and utilise suppliers’
products and services to reduce the potential adverse effects of
the Group’s supply chain on the society and the environment.

COMMUNITY CARE

The Group understands that, as a member of the community, we
are obliged to contribute to the harmonious development of the
community, and the growth of the Group relies on the support and
trust of the community. Only when all parties in the community
endeavour together can we create a harmonious and decent
community. Consequently, we often provide quality services to the
community residents with gratitude. Meanwhile, we have always
been committed to participating in local economic construction
and fulfilling our social responsibilities in an effort to improve the
public life, spur the regional economic development and promote
the social harmony.

We understand that many residents who use our heating supply
service may face financial difficulties. In order to benefit the
community, we have established a fee reduction policy that
provides an additional up to 4% fee reduction as long as the
relevant conditions are met. We hope that the economic burden
of local residents can be eased by this policy. Currently, our
preferential policies have covered the residents from Dahouzhuang
(K& §t), Xiaosunzhuang (/N % §t) and Donglantuo (3 i 18).

PROSPECTS

During the Reporting Period, we have always shouldered our social
responsibilities, been committed to providing quality services to our
customers, actively participated in community construction, and
continued to seek opportunities in the future to help disadvantaged
groups, create a harmonious and comfortable working environment
and provide trainings for employees, making significant progresses
with them. Looking ahead, we continue to develop more projects,
adhere to the highest ethical standard, and explore talents. In the
meantime, we will be more active in reducing the environmental
impact from our business processes. We will continue to take
advice from different stakeholders, continuously improving
and balancing the relationship between society, environment
and business development, and implementing a sustainable
development.
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HKEX ESG REPORTING GUIDE INDEX

ERARGMEBE HEREARAKREE

5| &5

Subject Areas, Aspects, General Disclosures and KPIs
TEHR EH —REEBERBEEXEESR

A. Environmental

A. BiE

Aspect A1. Emissions

BEAT: SR

General Disclosure
— B E

Information on:

(@) the policies; and

(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.

ERERRRBERBHENR  mMAKR 65

G AERBEEEYNELESHN:

@@ BHE: &k

b)) BTEHBHTABEAXZENHEBEEZER
RO E K o

Section/Statement
= 3: - 3:

Green Operation
meLE

A1

The types of emissions and
emissions data.
PEn W18 8 AR B HE B -

respective

Environmental Performance Data Overview
RIBRBEE 8

A1.2

Greenhouse gas emissions in total (in tonnes)
and, where appropriate, intensity (e.g. per unit
of production volume, per facility).
BEREBAHHRE UAE)R(ER)EE
(MM BEEEY - BEZBAE) -

Environmental Performance Data Overview
RIBERBEE 8

A13

Total hazardous waste produced (in tonnes)
and, where appropriate, intensity (e.g. per unit
of production volume, per facility).
ELAREEEDRE (UEAE)R(WNER)
BE(MNGEEEN - BERETE) °

Not applicable. No hazardous waste is
generated in the operation of the Group.
TNER AEBNEEERPTBEELRTE
B o

Al4

Total non-hazardous waste produced (in
tonnes) and, where appropriate, intensity (e.g.
per unit of production volume, per facility).
FEAREEEDAE UEE) R (WER)
BE(NMNGEEEN - BIERKETHE) °

Considering that no significant non-hazardous
waste is generated in the business operations
of the Group's subsidiaries, relevant data
will not be disclosed for the time being this
Year. In the future, we will continue to review
the importance of the non-hazardous waste
generated and review whether there is a need
for relevant disclosure.
ZRINAEENBRAAEBKEE LW EESE
EAMBEEREY AFEETREEBEHAY
BoRAR BMEFEERMEEREEEF
BEYMEEN URIEETEFTEEHEED
R -
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Subject Areas, Aspects, General Disclosures and KPIs

TERERE BEEH —KRRBERERXAER

Description of measures to mitigate emissions

Section/Statement

B8

Energy conservation and emission reduction
It may be difficult to quantify the positive
results of the Group's natural gas heating
supply services on environmental protection.
For information on the results of the Group's
internal emission reduction efforts, please

EBEA2: ERER

General Disclosure
— B E

WAEEBEERBEERREMN L  BIEE
TENEBEAEMRR

Aspect A2: Use of Resources

Policies on the efficient use of resources,
including energy, water and other raw
materials.

BRERER(BIEER - KEEMERME B
AR e

A15 and results achieved. .
S AR B B 5 R B S refer Fo the Environmental Performance Data
Overview.
£ 8 Bk BE
HRAEEHRXARMHE RBLERIFRED
FEMKRSIEAS( MEREEEALH
BHERR - FL2HARERBEE-—ZENH -
Description of how hazardous and non-
hazardous wastes are handled, reduction Waste Treatment
Al.6 initiatives and results achieved.

REZE W) R 12

Green Operation
megE

A21

Direct and/or indirect energy consumption by
type (e.g. electricity, gas or oil) in total (kWh in
‘000) and intensity (e.g. per unit of production
volume, per facility).

REMNESMEER SBEER(WE R
gol) BFEE UATETRERE) RZE (2
BEEE( BHERMBIE) -

Environmental Performance Data Overview
REXRREE—FZ

A2.2

Water consumption in total and intensity (e.g.
per unit of production volume, per facility).
BFEKERZE(WMNEBEEEN - BIERE
GEK

Environmental Performance Data Overview
RIBERF\EE—F
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Section/Statement

TEHEE - -EF@E-

—REERFARXEER

Description of energy use efficiency initiatives

688

Green Operation

It may be difficult to quantify the positive
results of the Group's energy use efficiency
initiatives. For information on the results of
the Group's internal energy efficiency efforts,

A2.3 and results achieved. please refer to the Environmental Performance
g R A St B RIS R - Data Overview.
e E
HRAEEREREBS ST S HEBmRR
FEUENL MEREEERNE R R A
KR F2HERERRBE-EMH -
Description of whether there is any issue in
sourcing water that is fit for purpose, water | Use of Water and Management of Sewage
A2.4 efficiency initiatives and results achieved. Discharge
sk BGE AR ERT BEMEE - LARE | AKESKERER
%%mﬂ SETEIRFTIERR -
Totel pacKagmg material gsed for f|n|sh§d Not applicable. No packaging materials are
products (in tonnes) and, if applicable, with : .
A2.5 reference to per unit produced. produced m;he operahogs of t;e GI’Ol;ij
MR AAR LN LB U R | LT FREOERETRAELCRY

BR)BEEEMGE -
Aspect A3: The Environment and Natural Resources

BEHA3:RERXARER

General Disclosure
— R E

Policies on minimising the issuer’s significant
impact on the environment and natural
resources.
BIEBITAHRERARERENERTLE
B3R o

Green Operation

A3.1

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

Wl ERFHHRERRAERNERTE
RERDNEEE@ALENTE -

Green Operation
e E
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Subject Areas, Aspects, General Disclosures and KPIs

FTEHE - -EM@ -
B. Social
B. &

—REBEREREARER

Aspect B1. Employment

EBmEB1:{ERE

General Disclosure
— B E

Information on:

(@) the policies; and

(b) 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.

FRAFMREE  BEREA  THESE - R

B TEHE 2t REBUARHEMEF

B R AR AR

@@ BE: &

(b) BFHETABEAZENHEBAEZER
RBE) B K

Section/Statement
-1

Treating Employees with Kindness and Equality
EFBEI TEHEF

Total workforce by gender, employment type,
age group and geographical region.

Overview of the Number of employees for the

General Disclosure
— M EE

RERAH MRS DM EBRKL X o

Information on:

(@) the policies; and

(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.

FARBELZE2TIHERREIRBEERR2HE

MREER:

(@ B&E: &

(b) BFHETABEAZENHEBAEZER
RBIE)E R

B1.1 - o e - Year
RERED FRAEAJRMREONESE | .
ETAEFT—E
e
Employee turnover rate by gender, age group
. . Employee Turnover Rate
B1.2 and geographical region.

BIRAHX

Aspect B2: Health and Safety
[EEB2: REHEZE

Occupational Health and Safety
BEeEkzs
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Subject Areas, Aspects, General Disclosures and KPIs

TRER BFEH —REBERERXAER

Number and rate of work-related fatalities.

R -#HERERTRE

Section/Statement

=W 88

To the best knowledge of Directors, the Group
has not received any reports of work-related

B2.1 . injuries or deaths due to work.
I 58 IR &Tﬁ:.‘: \ ;23 © . - N o~
AT EREmL AR L REE RN AEEEEEETEBIS
S A TIEREEMETH®E -
To the best knowledge of Directors, the Group
Lost days due to work injury. hqs .not received any reports of work-related
B2.2 B T8 % T/ B B - injuries or deaths due to work.
o REEFMRN AEEEEEEIAERIE
FEITEBEMFETH RS -
Description of occupational health and safety
measures adopted, how they are implemented .
523 and monitored. Occupational Health and Safety

EEB3 : & RFI

General Disclosure
— I

R PR M R RELT 2/ - U RIE
BSITRERGE -
Aspect B3: Development and Training

Policies on improving employees’ knowledge
and skills for discharging duties at work.
Description of training activities.
BARAREBRITIEREMAZ KD
BER o I IFFEE) o

BERELLZE

Training and Skills Development
B R B BE B R

B3.1

The percentage of employees trained by
gender and employee category (e.g. senior
management, middle management).
RUERKEERAN(MNERERE  TRER
EF)EHMXIEEBDL °

The percentage of male employees trained:
43%

The percentage of female employees trained:
43%

We provided additional external training for
75% of the senior management. As for the
general staff, we provided continuous on-the-
job training based on their needs. However,
it is difficult to record the relevant number of
employees.

BEEXIBEDL 43%

ZREREXIBDL  43%

B R75%m R EREEINEHTINGE
e 2N —MEIFE  BMAREFTER

W EERIG I - MU AAEAR -
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Subject Areas, Aspects, General Disclosures and KPIs

Section/Statement

TERERE BEEH —KRRBERERXAER

B3.2

Aspect B4: Labour

[EE B4 : & T %A

General Disclosure

The average training hours completed per
employee by gender and employee category.
ZUHRREBHEBE D  BEEETKZI
B FH R -

Standards

Information on:

(@) the policies; and

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

W88

The average training hours completed per
male employee: 4 hours

The average training hours completed per
female employee: 4 hours

The average training hours completed per
member of senior management was 4
hours. As for the general staff, we provided
continuous on-the-job training based on their
needs. However, it is difficult to record the
relevant number of hours.
SRERETFHXINEE: 4
ZEEFHRINEE: 4/ B
BMOEREREETFHZIINE - Z2F—%
BIFE  ZAMAZAEFTEREFELHIS
A MEE LA AT AR &L o

Labour Standards

L T SRS A R B 8 B R
N5 R -

— R E and forced labour. 4 TR

BEELIEE T REH S TH:

(@ BE: &

by BFHBETABEAXENHEBEEZER

ROIE)E R o
Description of measures to review
employment practices to avoid child and
Labour Standards

B4 forced labour. w1 T 52 |

i 30 A 5 48 HE B B /Y B BE DA 8 SR B T K2 ok -

BT

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

4T B
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Subject Areas, Aspects, General Disclosures and KPIs

TEHEE - -EF@E-

—REERFARXEER

Aspect B5: Supply Chain Management

EmEBS:HEEEE

General Disclosure
— R E

Policies on managing environmental and social
risks of the supply chain.
ERMHERNERIE R GRARBEK

RIE #HEREAR

Section/Statement
-1

Supply Chain Management
HEEER

Number of suppliers by geographical region.

Supply Chain Management

B5.1 s e
i@ E D HEEREE o HERER
Description of practices relating to engaging
suppliers, number of suppliers where the
i being impl ted, how th ) )
prac 'ces are being |mp'emen ed. how they are Such data is not disclosed for the Year
B5.2 implemented and monitored.

Aspect Bé6: Product

[EWB6: EmEE

General Disclosure
— BB E

M EEEREERMNED RENTES
EHMEERNEE  UEBEBEEMDHITR
BERFIE o

Responsibility

Information on:

(@) the policies; and

(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.

ERMEHRERNRENREEELS ES

SEMILEEEUARBR A A

@ BE: &k

by BTFTHETABEATZENHEBEIARZR
RO E K o

AEEE T RERBEE

Product Responsibility
EmaE

Percentage of total products sold or shipped
subject to recalls for safety and health

Not applicable. The money lending and heating
supply business of the Group do not involve

B6.1 reasons. the sale of goods.
PEICEXERAHIAXL2EREREER | TER ASENRERREEBTIIRE
mZBARUWE B DL - miHE e
Number of products and service-related
complaints received and how they are dealt ) .
B6.2 with. Such data is not disclosed for the Year

BREBRERNMREORFHBBAREY )
K o

AEEE T RERBEE
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Subject Areas, Aspects, General Disclosures and KPIs

TERERE BEEH —KRRBERERXAER

Description of practices relating to observing

Section/Statement

W88

Not applicable. The money lending and heating
supply business of the Group do not involve

B6.3 and protecting intellectual property rights. intellectual property rights.
M EEERRENZGEEBBENED - TEA ASRENREREEZB SR A
HERE -
Not applicable. The money lending and heating
Description of quality assurance process and | supply business of the Group do not involve
B6.4 recall procedures. the sale of goods.
Ml EERTHRIERERBKERF - TER AEENRERMHEERB IS RE
miHE e
Description of consumer data protection and
privacy pohues, how they are implemented Protection of Personal Data Privacy
B6.5 and monitored.

EBEB7 : RES

General Disclosure
— M EE

HMBEBEEENRERLBERE -
MITRERAE -
Aspect B7: Anti-corruption

A K A8 B8

Information on:

(@) the policies; and

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

BAMILEHEE IR MFRLERELN:

@@ BE: &

by BTHETABEAZENHEBEEZARR
ROIEE K o

REBAERLE

Anti-corruption and Pro-integrity
EEER

Number of concluded legal cases regarding
corrupt practices brought against the issuer or
its employees during the reporting period and

To the best knowledge of the Directors,
the Group did not receive any complaints
from anyone regarding non-compliance with
bribery, extortion, fraud and money-laundering
matters, nor was it aware of any corruption

871 the outcomes of the cases. lawsuits during the Year.
RHREHRMEBETASEEERETVCES | MEZAA AEERAKFER I & U F
MESFARHFNEE RFDRER - REEMATEBERETHE $FE KEF

RAEBRBEEENEMESF  TEMABBEM
BEITRAEM -
Description of preventive measures and
572 :/r\:whrilséﬁebr:(t)g\(ljlnagndpr:?gr?i?s:sg.’ how  they are Anti-corruption and Pro-integrity

R EBHE R B RIZF - URBBERITR

£ oge =
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Environmental, Social and Governance Report

Subject Areas, Aspects, General Disclosures and KPIs
TEHRE  EH: —RESREEEEEE
Aspect B8: Community Investment

EEHBS: HERE

General Disclosure
— M EE

Policies on community engagement to
understand the needs of the communities
where the issuer operates and to ensure
its activities take into consideration the
communities” interests.

BRU 2 ERBEREEMTMHERTEZM
BMREXEFEHSERLEMNZHBER -

R -#HERERTRE

Section/Statement
-1

Community Care
i B

Focus areas of contribution (e.g. education,
environmental concerns, labour needs, health,

Such data is not disclosed for the Year

ERIHBEMPHAERMEENKHE) -

B8.1 culture, sport).
N o e e FEETHRBEMRAER
EEESREMKE EEEE.aTE | o0 HEERRE
kR X BE)-
Resources contributed (e.g. money or time) to such data is not disclosed for the Year
B8.2 the focus area.
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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 40 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 88 of this annual report.

The Directors do not recommend the payment of a dividend for
the Year (2019: 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 200 of this
annual report.

SUBSIDIARIES
Details of disposal of subsidiaries during the Year are set out in

note 36 to the consolidated financial statements, respectively.

Details of the Company’s principal subsidiaries as at 30 June 2020
are set out in note 40 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 17 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 31 to the consolidated financial
Sstatements.
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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

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 pages 91 to 92 of this annual report and
in note 32 to the financial statements, respectively.

DISTRIBUTABLE RESERVES OF THE COMPANY

As at 30 June 2020, the Company did not have any reserves
available for distribution (2019: HK$102.98 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.

Report of the Directors
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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 (Co-Chairman)

Mr. Li Xianghong (Co-Chairman)

Mr. Chen Youhua (Chief Executive Officer)
Mr. Li Wai Hung

Mr. Wang Tong Tong

Mr. Hu Guoan (resigned on 7 January 2020)

Independent Non-Executive Directors

Mr. Wang Zhixiang
Ms. Wong Na Na
Ms. Feng Jibei

Mr. Chen Xier

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 21 to 23 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).
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 30 June 2020, 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.

DIRECTORS’' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

To the best knowledge of the Directors, 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 corporation.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2020, so far as is known to the Directors and the
Chief Executives, the interests and short positions of the persons or
corporations 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 as follows:

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

company

Nature of interests
EEME

Name of Shareholders
BEREEHEB

CHEN Zhaohui
PR A 1

Beneficial owner
EmBEAA

Zhou lJiao (Note 1)
Zhou Jiao (FfFE1) HRIEREERFE

Beneficial owner
EmBEAA

159 Anti-Aging Health Group Ltd. (Note 1)
159 Anti-Aging Health Group Ltd. (Fff ££1)

XU, Gongming Beneficial owner

=T 10 A EnBEAA

XU, Gongming (Note 2) Held by controlled entity
ST e (B 5E2) HERERESR

Zheng He Industrial Group Limited (Note 2) Beneficial owner

Zheng He Industrial Group Limited (M 5£2) B #EA A

WEI Kai Beneficial owner
ol EHEAA
Full Ying Holdings Limited Beneficial owner
Full Ying Holdings Limited ERHEAA

Note 1:  Zhou Jiao is deemed to be interested in 511,320,000 shares held by 159
Anti-Aging Health Group Ltd, the company is incorporated in the British
Virgin Islands and are wholly and beneficially owned by Zhou Jiao.

Note 2: XU, Gongming is deemed to be interested in 660,060,000 shares held

by Zheng He Industrial Group Limited, the company is incorporated in
the British Virgin Islands, which is wholly and beneficially owned by XU,
Gongming.
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Approximate

Number of percentage of
shares held shareholding
BERGHE MAOABEREIH
512,240,000 6.84%
511,320,000 6.82%
511,320,000 6.82%
12,000,000 0.16%
660,060,000 8.81%
660,060,000 8.81%
379,520,000 5.07%
443,480,000 5.92%

MfsE1:  Zhou Jiao 48 A H159 Anti-Aging Health Group Ltd.
FFA #511,320,000 8k R P A - ZATIARE
BHEBRBESFMAZ AR - BHZhou Jiaox B B &
wE -

MisE2 0 FrIhER AR A1 fZheng He Industrial Group Limited
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Save as disclosed above, as at 30 June 2020, no other person
or corporation 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.

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
Ccompany 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 announcement.
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MAJOR CUSTOMERS AND SUPPLIERS

For the Year, sales to the Group's five largest customers combined
accounted for 92% of the total revenue of the Group and sales to
the largest customer included therein accounted for 46% of the
total revenue of the Group. Purchases from the Group's five largest
suppliers combined accounted for 53% of the total purchases for
the Year and purchases from the largest supplier included therein
accounted for 21% 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.

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 2019. 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 24 to 36 of this annual report.

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.
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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 34 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.

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
Co-Chairman
Hong Kong, 25 September 2020
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SHINEWING (HK) CPA Limited
43/F., Lee Garden One

33 Hysan Avenue

Causeway Bay, Hong Kong

iAo
Shine‘ZO[ng

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
87 t0 199, which comprise the consolidated statement of financial
position as at 30 June 2020, and the consolidated statement of
profit or loss, 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 2020, 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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
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statements as a whole, and in forming our opinion thereon, and

we do not provide a separate opinion on these matters.

Impairment assessment on coal mining and construction services related non-current assets

BB RN ZERBEEERDE ERETMA

Refer to notes 17, 18 and 20 to the consolidated financial statements.

F2HEA M RAM 17 - 18520 -

The key audit matter
BREZEE

With effective of the Entrusted Management Measures
issued by the State Administration of Coal Mine Safety in
December 2019 as discussed in note 20 to the consolidated
financial statements, the coal mining service agreements
were terminated or not renewed by the customers during
the year ended 30 June 2020. These conditions were
considered as impairment indicators for the non-current
assets, including property, plant and equipment, right-of-
use assets and customer contracts, related to the Group's
coal mining and construction services segment.

BEEGE VM MARN A0 REREEZE2EZRIRN
T NAFETZARBNCGEEE)AER  BRPEE-ZT
ZEFRNA=THIEFERIES BT ER KRB H
o RSBROEEERERDEE(BEEARNEEKEREK
NEERBOBHEBOYE BERREG HRAEEE
REFER)BETFR e

Hence, the Group performed an impairment test and
determined the recoverable amount of individual assets or
the cash-generating unit to which the asset belongs. The
determination of recoverable amount involved the use of
key assumptions in a discounted cash flow model, including
projected revenue, gross profit margin, operating costs and
discount rates.

Hit - SEEEETHRENRTECBENEENRZEE
FTBREEEEMN 2R KRBT - BEWE &SRB
RRenERAPHARERINER BEEA K= £
M SERARBHE o

How the matter was addressed in our audit
EEEERTPREEZEBENS E

Our audit procedures were designed to assess the
reasonableness of the selection of valuation model,
adoption of key assumptions and input data by reference
to the historical information together with other external
available information. In particular, we have tested the
future cash flow forecast prepared by management on
whether it is agreed to the budget approved by the
directors of the Company and compared the budget with
actual results available up to the report date. We have
also evaluated the appropriateness of the assumptions,
including the future revenue, operating costs and profit
margin, against latest market expectations.
EENBEZEFEEAR2ERLEN EREMINE]
SERRTEEERANESE  ARRINOEARE A
BENGEL LER BEFCAAEEEMGRENR
KRERERA  FHELSRE BEAREFHECHE
B EHEEEEEBEEREAMIETESCERERE
THE - EFNAFMREMSERAREREZ(BEEEK
N RRAZRFBER)REE M o

We have also assessed the discount rate employed in
the calculation of value-in-use by reviewing its basis of
calculation and comparing its input data to market sources.
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R AF A EEREEMRACRIRE -

Annual Report 2020
20204F =R

79



80

Independent Auditor’s Report

B % AR

Impairment assessment on coal mining and construction services related non-current assets (Continued)

BRAREZERBEBOFERBEERETG(E)

Refer to notes 17, 18 and 20 to the consolidated financial statements.

F2HERE M BRRMEI7RIS

The key audit matter
BEEZEE

We have identified the impairment assessment on coal
mining and construction services related non-current
assets as a key audit matters due to judgement and
management estimation involved in determining the
recoverable amounts. During the year ended 30 June 2020,
impairment losses of HK$15,993,000 and HK$65,220,000
were recognised in respect of right-of-use assets and
customer contracts, respectively. As at 30 June 2020, the
Group’s coal mining and construction services related
assets include property, plant and equipment, right-of-use
assets and customer contracts of HK$9,864,000, nil and nil,
respectively.

HARABREREMG PRAKBECEE 52
B A BRI 72 SR AR 75 AR A B0 JE R B0 & B 2 JRUME AT 1 & Al
RIHEBEREZSHE RBE-_Z-TFA=THIESF
B BMERAEEERERPEK DRI R R EEE15993,000
P IT ] 65,220,000 o EEER=ZE=_TFA=TH
ERBERERZERBEBEE - B8 5 5l /R9,864,000
BT ERENVE BERRE TREBEEAREP
G4 o

Silk Road Energy Services Group Limited
e RIRGEEGR AR

How the matter was addressed in our audit
ESEBERTREZSBEANGE



Independent Auditor’s Report

Valuation of trade receivables
B2 EWKENSE

Refer to note 23 to the consolidated financial statements.
BR2HGE AT HRRM E23 -

The key audit matter
HRERSEE

As at 30 June 2020, the carrying amount of trade
receivables was HK$46,406,000, net of accumulated
impairment loss of HK$11,680,000.
RZEZZEERNA=TH ES5ERFENEEREAS
46,406,000/ 7T (1 Br 2 515 (& /& $811,680,0007% 7T) °

Allowance for impairment of trade receivables is based on
expected credit losses (“ECL"), which is estimated by taking
into account the credit loss experience and forward-looking
information including both current and forecast general
economic conditions.
BoRWFBREREGENIREEHEEBR(BEHEES
BREDAE MEHRGCGEEENLCERGEEEBRLRK
BRI I N 18RI — AR 48 B IR 5 R R B BB 1 B R I 4
5t -

We have identified valuation of trade receivables as a key
audit matter because the impairment assessment of trade
receivables involved a significant degree of management
judgement and may be subject to management bias.
EEEREBEZEKFBENGHEZN ABREZEE  HHE
REZEBKRIBOREN G REREEE I - WAlse
XEBETBELTZE -

18 M % B

How the matter was addressed in our audit
EEEERDPEEZEENS E

Our audit procedures were designed to assess the
assumptions and judgements of the Group’s ECL model on
impairment assessment of trade receivables.
ZENERZEFEENHG ESEEHEEEBEEXS
B 5 & WK I8 R E ATl B9 1R aR Ko I -

We have assessed the reasonableness of management’s
estimates for impairment allowance by examining
the information used by management to form such
judgements, including testing accuracy of the historical
default data, evaluating whether the historical loss rates
are appropriately adjusted based on current economic
conditions and forward-looking information.
EEBAEEEEERRN LA B &R E R
B REREBELHNGET 262  2EARELED
HENERE  FHELBAEZEETREBERRELBEMRR
RATEEERNETHEERE -

We have also inspected cash received from debtors after
year end relating to trade receivables balance as at 30 June
2020 on a sample basis.

KM ERBE_ S —_EF A SA=TANE SR IES
MRERFREBEBARDOR 2 ELBERE -
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B % AR

Valuation of loan receivables
FE W & X B 1 (B

Refer to note 24 to the consolidated financial statements.
BRHEEE T B RRN L2 -

The key audit matter
HRERSEE

As at 30 June 2020, the carrying amount of loan
receivables was HK$199,297,000, net of accumulated
impairment loss of HK$9,409,000.
MRZZEZTHFA=TH  BRERMNEKREES199,297,000
75 7T (0 BR 2 518 B & 159,409,000 7T) ©

We have identified the valuation of loan receivables as a
key audit matter in view of the significance of the carrying
amount of loan receivables to the consolidated financial
statements and there is significant degree of management
judgement involved in assessing the ECL, based on the
historical credit loss experience and forward-looking
information including both current and forecast general
economic conditions.
EREWREFFHEAGEUBERENEZN - &
MEBKEROGEH#RR REREZEIE - %mﬂiﬁf
B 1 A 5 & B4R IR IR % TROBI — AR 4SO IR 0 1E I Y A BE 14
Br - AEEHEESERIRERNEREE L -

Silk Road Energy Services Group Limited
e RIRGEEGR AR

How the matter was addressed in our audit
EEEERDPEEZEENE E

Our audit procedures were designed to assess the
assumptions and judgements of the Group’s ECL model on
impairment assessment of loan receivables.
ZENEZEFEETH ESEEHEEEEENY
JE U & ROk (B 7T A B R 5% K Il o

We have obtained an understanding of methodology
for ECL through discussion with management and
an independent valuer. We have also assessed the
reasonableness of assumptions made by the management
and the key data inputs to the ECL by reference to the
historical information together with other external available
information.

EEARETEERBLGEMNN R  ETHREREE
BENEE BMTTIHEEEL2EFELERNUKEM
SNBRTRERATERENRERABEREEERE 2@ EH
ABBEHEEM -

We have also inspected cash received from borrowers after
year end relating to loan receivables balance as at 30 June
2020 on a sample basis.

KM ERBE—S - F A AA=-THNERERGEKRY
REREBERARBOE S ELBERSE -



Independent Auditor’s Report

Other Information

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
Committee 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
liguidate 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.

18 M % B

Hft &

BENAIEEAHHMENAREEE HMEHE
RERFROMEEN  EGEMBHRERES
B A% BLED ¥R SRR A

EEURAMBERREFLNERLBREEME
B mESEITeHEMERERTANLANES

+ =4
i o

REEERGAMBHRAMS  BENEEAH
HBEHMEN EMEEEMENEBRESMT
BRATEEERBETEIZNEHNFEERT
- UFFEEERHERRL - HEEFERD
ETHITHERSEMGENERERERRL - &
FRREEMEE - BEERUABARESRA -

BEARESRBELZEENGAMBBRRARRE
MEE

BERREFBAAERBEEAEIMASEMGNE
BB T SR R B R AR YR BE AR E AR
EEMAFHRBREINEEMBRE I &
R EZETHRAESREHMBBRBLENER
NPT UEZEHEAMBERETEFEHR
BMEF A RMEBWERBERERA -
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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.

Silk Road Energy Services Group Limited
e RIRGEEGR AR

RBOARBERGEMBRRARENEL
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Independent Auditor’s Report

Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements (Continued)

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.

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.

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.

18 M % B

RBOARBERGEMBRRARBENEE(E)
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Auditor’'s Responsibilities for the Audit of the Consolidated
Financial Statements (Continued)

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
25 September 2020

Silk Road Energy Services Group Limited
e RIRGEEGR AR
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consolidated Statement of Profit or Loss

= A 12
meElEmER
For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

2020 2019
—E-BE —E—NF
NOTES HK$'000 HK$'000
B 5% FH&x FAT
Revenue W = 6 265,349 316,760
Cost of services rendered 12 AR 7% A A (234,412) (253,002)
Gross profit E£ A 30,937 63,758
Other income H fth dg A 8 10,552 19,843
Other gains (losses) H bz (B 18) 9 4,122 (9131)
Administrative and other operating T HAth 2 8 & A
expenses (48,339) (65,201)
Gain on disposal of subsidiaries HENEB AR 2= 36 — 175
Impairment loss recognised in respect of  FLEU — B & QN FRIEER
amount due from an associate 2 (B &8 22 (13,151) (7,510)
Impairment loss recognised in respect of Bt Z 5 & H {th & Uk 7B #E 72
trade and other receivables VERIEN SR 23 (4,902) (9,162)
Impairment loss recognised in respect of it & U B N HE R 2 (B &5 18
loan receivables 24 (1,691) (6,139)
Impairment loss recognised in respect of B AL ERER Z R EE B
right-of-use assets 18 (15,993) —
Impairment loss recognised in respect of A X EE R 2 B EE &
contract assets 25 (738) (61)
Impairment loss recognised in respect of FEF A KR ZIREE B
customer contracts 20 (65,220) —
Finance costs Bl & AR 10 (7,614) (7,063)
Loss before taxation bR i Bl B 18 (112,037) (20,491)
Income tax credit (expense) Frisfi& & (F ) 11 10,663 (9,051)
Loss for the year REEBE 12 (101,374) (29,542)
Loss for the year attributable to: IATATEMARFEEEE:
— Owners of the Company — RNREHEE A (101,204) (29,989)
— Non-controlling interests — FEERE S (170) 447
(101,374) (29,542)
LOSS PER SHARE BRER 16
Basic and diluted (HK cents per share) BEARREE(FRAW) (0.40)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

RERERAEMEEKER

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

Loss for the year AEEEE
Other comprehensive expense for the year AEEHMEER X
ltems that may be reclassified subsequently to HigngsmoiEzEas
profit or loss: BH:
Exchange differences on translating foreign MEGINETSE B B
operations =%
Reclassification of foreign currency translation REEEIINELEER 2

reserve upon disposal of foreign operations

SN B REEEN D

Other comprehensive expense for the year

AFEEHEMEERFNX

Total comprehensive expense for the year

REZEEABRX

Total comprehensive (expense) income for the year

attributable to:
— Owners of the Company
— Non-controlling interests

MTALTREAFELELA
(B 30) Y 2t -

— RNRAEAA

— JFPE AR

Silk Road Energy Services Group Limited
e RIRGEEGR AR

2020
—R-®F
HK$'000
FTER

(101,374)

(14,364)

(115,738)

(115,556)
(182)

(115,738)

2019

—E—NF

HK$'000
TET

(29,542)

(17970)

(33)

(18,003)

(47,545)

(47,991)
446

(47,545)



consolidated Statement of Financial Position

e MR AR R R

As at 30 June 2020
RZEZTFA=1+H

2020 2019
—E-EF —E-NF
NOTES HK$'000 HK$'000
M 5 FET FET
Non-current assets EMBEE
Property, plant and equipment M HWERZE 17 18,384 26,687
Right-of-use assets CRAEEE 18 1,278 =
Goodwill Gl 19 —
Customer contracts BEEAHY 20 71,994
Financial assets at fair value through BEATEGFAEMEERYZ
other comprehensive income LEREE 21 —
Deferred tax assets EEFIBE = 30 11,108
Interests in associates REEE RN 2R 22 —
Prepayments TE R IE 23 10,322
120,111
current assets mENE E
Trade, bills and other receivables BSRWFIE BREER
H b & U 5K I8 23 133,481 169,131
Loan receivables & W B 5K 24 199,297 177122
Contract assets BEHEE 25 14,799 4,726
Amount due from an associate FE W — Bt & 2 Bl 5B 22 22,339 35,490
Financial assets at fair value through LEEEEATEAR
profit or loss LEREE 26 27,038 28,662
Cash and cash equivalents RERBFECEEY 27 122,081 151,107
519,035 566,238
Current liabilities mEIAE
Trade and other payables B 5 K Hth & 1~ 5OE 28 46,984 64,589
Promissory notes EHEE 29 123,096 —
Lease liabilities HEAE 18 2,746 —
Income tax payables JE 1 P 45 % 2,952 4,377
175,778 68,966
Net current assets MEEEFE 343,257 497,272
Annual Report 2020 89
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consolidated Statement of Financial Position

e B AR O &R

As at 30 June 2020
RZEZTFA=1H

2020
—E-EF
NOTES HK$'000
M 5 FET
Total assets less current liabilities BERLRBERLSEE 369,656
Non-current liabilities EREAE
Promissory notes EHEE 29
Lease liabilities HEAE 18
Deferred tax liabilities BREFRIEAE 30
3,109
Net assets BEFE 366,547
Capital and reserves BEARRFEE
Share capital & 75 31 374,628
Reserves ke (8,286)
Equity attributable to owners of the AARHEE ANEMHER
Company 366,342
Non-controlling interests FE1E IR 2 205
Total equity B 366,547

The consolidated financial statements on pages 87 to 199 were
approved and authorised for issue by the board of directors on 25
September 2020 and are signed on its behalf by:

Mr. Cai Da — Director
HERE —BS

Silk Road Energy Services Group Limited
e RIRGEEGR AR

2019
—E—NF
HK$'000
FHET

617,383

117,267
17,998
135,265

482,118

374,628
107,103

481,731
387

482,118

EEeR T TFAA-_THAEREREES

§7E199E 2 A B BE 2 FI%
RREE:

Mr. Chen Youhua — Director
RERESE —ES

WEHATAL



Consolidated

Statement of Changes in Equity
mEREEER

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

Equity attributable to owners of the Company

ADAEA AEEER
Foreign
currency
translation Other Non-
Share Share reserve reserve  Accumulated controlling
capital premium (note i) (note i) losses Total interests Total
hEBRE
e EthREE
BRA  RHEE (B 1) (B &) 25 ER AFt FERER CHS
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET FTET TET TET FTET FHT TET
At 1 July 2018 RZF-\EtA—H 374,628 651,897 (16,909) — (479,894) 529,722 (59) 529,663
(Loss) profit for the year AEE(EE) & — — — — (29,989) (29,989) 447 (29,542)
Other comprehensive expense AEEEMEERY
for the year
Exchange differences on translating &GN EKLE ZE N
foreign operations =8 = = (17.969) = = (17,969) (1) (17.970)
Reclassification of foreign currency REEBNEBEER 2
translation reserve upon disposal SNEREREES AR
of foreign operations — — (33) — — (33) — (33)
Total comprehensive (expense) income AN 2 E 4 (F57) W 25
for the year - - (18,002) - (29989 (47991) 446 (47,545)
Transfer 23 = = = 3,305 (3,305) = = =
At 30 June 2019 RZF-NFAA=1A 374,628 651,897 (34,911) 3,305 (513,188) 481,731 387 482,118
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Consolidated Statement of Changes in Equity
mERZBER

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

At 1July 2019

Impact on initial application of

HKFRS 16 (note 2)

RZF-AFLtA—H

BREREEABREER

F165t 2 7 & (152)

At 1 July 2019, as restated

R=F-hELtA—RA"

Share
capital

LES
HK$'000
TERT

374,628

Equity attributable to owners of the Company
ARAEBAEGESR

Share
premium

RBEE
HK$'000
TER

651,897

5| 374,628 651,897
Loss for the year AFEER
Other comprehensive expense AEEEMEERY

for the year

Exchange differences on translating

BEBNEBRECER

foreign operations =8
Total comprehensive expense AFERELARY
for the year
Transfer HE

At 30 June 2020

374,628

651,897

Foreign
currency
translation
reserve
(note i)
SEBRE
1 ()
HK$'000
TER

(34,911)

(34,911)

(14,352)

(14,352)

(49,263)

Other
reserve
(note ii)
Hito i
(Bt &Eii)
HK$'000

TERT

3,305

Accumulated
losses

58
HK$'000
TER

(513,188)

(513,021)

(101,204)

(101,204)

(334)

(614,559)

Total

A
=

HK$'000
TRR

481,731

431,898

(101,204)

(14,352)

(115,556)

366,342

Non-
controlling
interests

FERES
HK$'000
TR

387

Total

o

=)
HK$'000
TR

482,118

482,285

(101,374)

(14,364)

(115,738)

366,547

Notes:

Exchange differences relating to the translation of the net assets or liabilities
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 upon the
disposal of the foreign operations.

Other reserve includes (a) the investments revaluation reserve; and (b) the
safety fund. Pursuant to certain regulations issued by the Ministry of Finance
and the State Administration of Work Safety of the People’s Republic of China,
the Group's subsidiary, SR Z MM B EBEETIRERET AR ('FLEE
T #"), which is engaged in provision of coal mining services is required to
set aside certain amount, which calculated based on certain percentage of
revenue, to a safety fund. The safety fund can be used for safety facilities
and environment improvement, and is not available for distribution to
shareholders. Upon incurring qualifying safety expenditure, an equivalent
amount should be transferred from the safety fund to profit or loss.

Silk Road Energy Services Group Limited
e RIRGEEGR AR
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consolidated Statement of Cash Flows
GEEHERER

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

2020 2019
—BE-FF —E-NEF
HK$'000 HK$'000
TET THT
OPERATING ACTIVITIES KR E)
Loss before taxation b B BB 18 (112,037) (20,491)
Adjustments for: T
Interest income on bank deposits RITERZF B WA (546) (531)
Finance costs Bh & B A 7,614 7,063
Depreciation and amortisation M £ A Y 15,564 27,921
Depreciation of right-of-use assets FHBEENE 8,524 —
Gain on disposal of subsidiaries HEWB AT 2 WS — (175)
Fair value changes on financial assets KB RNEEIR AT EAEZEREE
at fair value through profit or loss T AF(EEE) (4,122) 9,131
Government grants received B U R T 4 B (3,236) (12,994)
Loss on disposal of property, plant and HEME  BELZEEIRE
equipment 353 2,438
Impairment loss recognised in respect TMEW — e AT R IEEDR
of amount due from an associate TR EEE 13,151 7.510
Impairment l0ss recognised in respect EEFEHNER ZHEEE
of customer contracts 65,220 =
Impairment loss recognised in respect MERAEEERAZ REEIE
of right-of-use assets 15,993 —
Impairment loss recognised in respect MANBEER ZREER
of contract assets 738 61
Impairment loss recognised in respect B SN H M E W IE R
of trade and other receivables T AEEE 4,902 9162
Impairment loss recognised in respect MEWRERER ZREEE
of loan receivables 1,691 6,139

Operating cash inflows before movements &:EZA SR Z2K 2R LT A

in working capital 13,809 35,234
Decrease in trade, bills and other BoEWZE EREER
receivables H b e W 3k 08 > 21,782 19,547
Increase in loan receivables FE U B XL AN (28,700) (26,126)
Increase in contract assets SAEE I (11,067) (4,770)
Decrease (increase) in financial assets RIBREIEATEAEZESREE
at fair value through profit or loss B (32 n) 5,746 (8,254)
Decrease in trade and other payables B 5 % H ith FE S ZIE R (14,824) (14,459)
Cash (used in) generated from operations &2 EZ&(FFA)REIRS (13,254) 1172
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consolidated Statement of Cash Flows
GEEHERER

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

2020 2019
=i — T F
HK$'000 HK$'000
THET FET
OPERATING ACTIVITIES FCEEE)
Cash (used in) generated from operations &L EZ&)(FFA)MEIRS (13,254) 1172
Hong Kong Profits Tax paid BT EENE R (761) (474)
PRC Enterprise Income Tax paid BB EER (3,353) (15,002)
NET CASH USED IN OPERATING ACTIVITIES &< E &) HIE £ F %8 (17,368) (14,304)
INVESTING ACTIVITIES BEEE
Purchase of property, plant and BEWE BMENMERE
equipment (19,379)
Proceeds from disposal of property, plant HEY % - BMELZ BT EFHIE
and equipment 3,905
Bank interest received B U IR 175 B 531
Net cash inflows from disposal of HEWB AT 2B n A EEE
subsidiaries 180
NET CASH USED IN INVESTING ACTIVITIES & Z8prHIR £ F5E (14,763)
FINANCING ACTIVITIES mMEEY
Repayment of lease liabilities EEHEaE =
Interest paid 211 F &2 (1,567)
Government grants received B AT #8 B 12,994
NET CASH (USED IN) FROM FINANCING mEEE (TR REIRESFE
ACTIVITIES 11,427
NET DECREASE IN CASH AND CASH RERBeEBYMRLFER
EQUIVALENTS (27,004) (17,640)
CASH AND CASH EQUIVALENTS AT THE FUNReRRSFEYD
BEGINNING OF THE YEAR 151,107 170,805
EFFECT OF FOREIGN EXCHANGE RATE RS &
CHANGES (2,022) (2,058)
CASH AND CASH EQUIVALENTS AT THE FROBERIRSZEY - URITHERR
END OF THE YEAR, represented by bank  KIR& R~
balances and cash 122,081 151,107

924 Silk Road Energy Services Group Limited
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Notes to the Consolidated Financial Statements

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 GEM of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The
addresses of the registered office and the principal place of
business of the Company are disclosed in the section headed
“Corporate Information” of the annual report.

The Company is an investment holding company. The
activities of its principal subsidiaries are set out in note 40
to the consolidated financial statements.

The consolidated financial statements are presented in
Hong Kong dollars (“HK$"). Other than those subsidiaries
established in the People’s Republic of China (the “PRC")
whose functional currencies are Renminbi (“RMB”), the
functional currency of the Company and other subsidiaries is
HKS.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS(S)")

In the current year, the Group has applied, for its first time,
the following new and amendments to HKFRSs issued by
the Hong Kong Institute of Certified Public Accountants
(the “HKICPA").

HKFRS 16 Leases

HK(IFRIC) — Int 23 Uncertainty over Income Tax Treatments

Amendments to  Prepayment Features with Negative

HKFRS 9 Compensation

Amendments to  Plan Amendment, Curtailment or
HKAS 19 Settlement

Amendments to  Long-term Interests in Associates and
HKAS 28 Joint Ventures

Amendments to  Annual Improvements to HKFRSS
HKFRSs 2015-2017 Cycle

REMBHRRME

For the year ended 30 June 2020
HEZZ-ZFA=THILFE
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BENAFEHRIAFEM]—H o
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B2 XEE N R A M HR M &E40 -
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FEARAMB(HE) KL ZEZFHERT
Zi}ﬁé,\ﬁ%‘ﬁ}\ﬁﬁg((}\ﬁﬁgbﬁl\ ZAN/NC|
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55235

EEBHREREN RBRAFEFLEREHE
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

2.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS(S)") (continuec)

The adoption of HKFRS 16 resulted in the changes in the
Group’s accounting policies and adjustments to the amounts
recognised in the consolidated financial statements as
summarised below.

The application of other new and amendments to HKFRSS in
the current year has had no material effect on the Group’s
financial performance and position for the current and prior
years and/or on the disclosures set out in these consolidated
financial statements.

Impacts on adoption of HKFRS 16 Leases

HKFRS 16 introduces new or amended requirements with
respect to lease accounting. It introduces significant changes
to the lessee accounting by removing the distinction
between operating lease and finance lease and requiring the
recognition of right-of-use asset and a lease liability for all
leases, except for short-term leases and leases of low value
assets. In contrast to lessee accounting, the requirements for
lessor accounting have remained largely unchanged. Details
of these new accounting policies are described in note 3.
The Group has applied HKFRS 16 Leases using the modified
retrospective approach, with the cumulative effect of initial
application as an adjustment to the opening balance of equity,
where appropriate, at 1 July 2019, and has not restated
comparatives for the 2019 reporting period as permitted
under the specific transitional provisions in the standard.
Accordingly, certain comparative information may not be
comparable as comparative information was prepared under
HKAS 17 Leases.

On transition to HKFRS 16, the Group elected to apply the
practical expedient to grandfather the assessment of which
arrangements are, or contain, leases. It applied HKFRS 16
only to contracts that were previously identified as leases.
Contracts that were not identified as leases under HKAS 17
and HK(IFRIC)-4 were not reassessed. Therefore, the definition
of a lease under HKFRS 16 has been applied only to contracts
entered into or changed on or after 1 July 2019.

Silk Road Energy Services Group Limited
e RIRGEEGR AR
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS(S)") (continued)

Impacts on adoption of HKFRS 16 Leases (Continued)
The Group as lessee

On adoption of HKFRS 16, the Group recognised lease
liabilities in relation to leases which had previously been
classified as ‘operating leases’ under the principles of HKAS
17 Leases (except for lease of low value assets and lease
with lease term of twelve months or less). These liabilities
were measured at the present value of the lease payments,
discounted using the lessee’s incremental borrowing rate
as of 1 July 2019. The lessee’s incremental borrowing rates
applied to the lease liabilities on 1 July 2019 was ranged from
5.66% t0 5.76%.

The Group recognises right-of-use assets and measures them
at their carrying amount as if HKFRS 16 had been applied
since the commencement date, discounted using the lessee’s
incremental borrowing rate at the date of initial application.

The Group as lessor

The Group leases some of its machineries. The accounting
policies applicable to the Group as lessor remain substantially
unchanged from those under HKAS 17.

The following table summarises the impact of transition to
HKFRS 16 at 1 July 2019. Line items that were not affected
by the adjustments have not been included.

EREEE
BNRE-FRD
BHRWHKIE - BURE

Right-of-use assets
Prepayments — non-current
Trade, bills and other receivables

R Ho i & U 308
Lease liabilities HEAR
Accumulated losses 2 ER

Notes
it 5E

@, ()
(0)

(
(a
(a

(=)
-

= =

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

FERMIREETEEY B RS
ZA(TEBMBREED D)

RABEBUBRELENEGFHEZRE(E)
EEEEDAEA

RERAB BT REEF163E - NEH
SRERRIER B G ERETREENRA
TRARIREHEICHE(BEEEERSE
LRFHGHEBR T —EARATZEERIN)
BRHEARGE ZFREREENTNIRE
AECUERAEABRE_ZE-NAFLA—
BH) IS EERM FETHR - BAR_-F—
NFLA-BAHERBEZABEALERGRH
KA F5.66% £5.76% °

AEBHERAEAREEYRARABEET
AR BURRREHCEREEMBRS
ZRIF165 - BEAAEAREXRERBH
B I8 B (E KA RAETTRER -

EEEEDLEA

AEBHEEEETHEM - AEBEFE/LEA
PRERMETBRERBER B ELF
7RAMBEREARABRTETE o

TRE|AR-_ZF-NFLA-BBEES
MBEBREEAFIGFRORE - RXHAEZE
MEETEBEER °

Carrying

amount Carrying
previously Impact on amount as
reported at  adoption of restated at 1
30 June 2019 HKFRS 16 July 2019
FATR RZEB-h#F
“EB-hF RnEE +tHA—H
ANA=TH HHHmEEL REFW
EHNREE F16H T8 fREE
HK$'000 HK$'000 HK$'000
FET FHET FHET

— 26,441 26,441

10,322 (10,322) —
164,054 (7,165) 156,889
— (8,787) (8,787)

513,188 (167) 513,021
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

2.

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS(S)") (continued)

Impacts on adoption of HKFRS 16 Leases (Continued)

The Group as lessor (Continued)

Notes:

(a) As at 1 July 2019, right-of-use assets held by the Group were measured
at the carrying amount as if HKFRS 16 had been applied since the
commencement date. The amount of HK$167,000 represents the
difference between the right-of-use assets and the lease liabilities was
recognised as an adjustment to the opening balance of accumulated
losses.

(b) Upon adoption of HKFRS 16, non-current portion and current portion
of prepaid lease payments of HK$10,322,000 and HK$7,165,000,
respectively, are reclassified to right-of-use assets.

In the consolidated statement of cash flows, the Group as
a lessee is required to split rentals paid under capitalised
leases into their capital element and interest element.
These elements are classified as financing cash outflows,
similar to how leases previously classified as finance leases
under HKAS 17 were treated, rather than as operating cash
outflows, as was the case for operating leases under HKAS
17. The total cash flows are unaffected.

Differences between operating lease commitments as at 30
June 2019, the date immediately preceding the date of initial
application, discounted using the incremental borrowing rate, and
the lease liabilities recognised as at 1 July 2019 are as follows:

FERMIREIETE BB RS
HA(TEBMBRELED D)

RABERBUBRELENEGHREEZRE(E)
FEEEDBLBEAE)
o 5

(@) RIZZE-NFELA—B FAEBRGZERAEE
EREHELETE  BOTEHNBKERSEL
FE165E BMM AR o ©%167,0008 Tx
AEAEEEAHEABIHANER  BRA
HRFTEHERPNEHRNFE -

NRAB BB RE LR F165E1% - BEEER
T 9 3F i B) 78 B B #8 9 2 Bl 4310,322,0005%
JT]7,165,0008 7T - WEHDREEAEEE -

g

RIFERERERT AREE/EABRAZR
BIRBEEAMCEEMXN 2HE D /RS HB
DIRNEMD - ZFEBONOBERBERS
mi - BURERREERE G ERE175
REENEAMEEEZ T MIERE
BRGAEAFTROBAKEHEZRE

Bent -BREeRELBTXTE -

ERAR-_ZE-NAFRA=THEIEEER
&R B HIAT 2 B H) Y38 B 18 FR) RE 1T RE
BHReHEAERER_T-—NFLHA—H
ERERCHERENEZBEMT:

HK$'000
T TT
Operating lease commitments disclosed as at RZE-NFANA=Z+HEBEZ &S
30 June 2019 T & A IE 3,792
Less: Short-term leases and other leases with WRBEERFBRERAR_ZE=_ZF
remaining lease term ended on or before ANA=THZZAERZ
30 June 2020 HihHE (1,227)
Add: Change in allocation basis between lease and i : S IEAEZH 2 Mo B E %
non-lease components & B 7,075
Discounted using the incremental borrowing rate FARZZE-NLFtHA—ANEEENR
at 1 July 2019 A =EITRLIR (859)
Lease liabilities recognised as at 1 July 2019 RZE—NF+LtHA—HERRZHEEE 8,787
Analysed as DR
Current portion mEE o 2,761
Non-current portion EmE I 6,026
8,787
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Notes to the Consolidated Financial Statements

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS(S)") (continuea)

Impacts on adoption of HKFRS 16 Leases (Continued)
The Group as lessor (Continued)

On the date of initial application of HKFRS 16, the Group has
also used the following practical expedients permitted by the
standard, where applicable:

o the use of a single discount rate to a portfolio of leases
with reasonably similar characteristics.

o the accounting for operating leases with a lease term
of less than 12 months at the commencement date as
short-term leases.

o reliance on assessments on whether leases are onerous
by applying HKAS 37 immediately before the date of
initial application as an alternative to performing an
impairment review.

o the exclusion of initial direct costs for the measurement
of the right-of-use assets at the date of initial
application.

o the use of hindsight in determining the lease term
where the contract contains options to extend or
terminate the lease.

REMBHRRME

For the year ended 30 June 2020
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS(S)") (continuec)

New and revised HKFRSs issued but not yet effective

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

HKFRS 17 Insurance Contracts?
Amendments to HKFRS 3 Definition of a Business*

Amendments to HKFRS 3 Reference to Conceptual

Framework®
Amendments to HKFRS 10  Sale or Contribution of Assets
and HKAS 28 between an Investor and its

Associate or Joint Venture®
Amendments to HKAS 1 Classification of Liabilities as
Current or Non-current”
Amendments to HKAS 1 Definition of Material'
and HKAS 8
Amendments to HKAS 16  Property, Plant and Equipment:
Proceeds before Intended
Use®
Amendments to HKAS 37  Onerous Contracts — Cost of
Fulfilling a Contract®
Amendments to HKFRS 9,  Interest Rate Benchmark
HKAS 39 and HKFRS 7 Reform’

Amendment to HKFRS 16  Covid-19-Related Rent
concessions®
Conceptual Framework for Revised Conceptual
Financial Reporting 2018 Framework for Financial
Reporting’
Amendment to HKFRS Annual Improvements to
HKFRSs 2018 — 2020 cycle®

! Effective for annual periods beginning on or after 1 January 2020.

2 Effective for annual periods beginning on or after 1 January 2021.

g Effective for annual periods beginning on or after a date to be
determined.

& Effective for business combinations and asset acquisitions for which

the acquisition date is on or after the beginning of the first annual
period beginning on or after 1 January 2020.

8 Effective for annual periods beginning on or after 1 January 2022.
8 Effective for annual periods beginning on or after 1 June 2020.
/ Effective for annual periods beginning on or after 1 January 2023.

The directors of the Company anticipate that the application
of new and amendments to HKFRSs and the Amendments to
Reference to the Conceptual Framework will have no material
impact on the results and the financial position of the Group.

Silk Road Energy Services Group Limited
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Notes to the Consolidated Financial Statements

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 GEM 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, as explained in
the accounting policies below.

Historical cost is generally based on the fair value of the
consideration given in exchange for 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
technigue. 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). If a subsidiary prepares
its financial statements using accounting policies other than
those adopted in the consolidated financial statements
for like transactions and events in similar circumstances,
appropriate adjustments are made to that subsidiary’s
financial statements in preparing the consolidated financial
statements to ensure conformity with the Group’s accounting
policies.

3.
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

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.

The Group 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 ceases 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.

Silk Road Energy Services Group Limited
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Changes in the Group’s ownership interests in existing
subsidiaries

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.

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 (the “CGU") (or
groups of CGU) that is expected to benefit from the synergies
of the combination.

A CGU 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 CGU to which
goodwill has been allocated is tested for impairment before
the end of that reporting period. If the recoverable amount
of the CGU 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 CGU, the attributable amount of
goodwill is included in the determination of the amount of
profit or loss on disposal.

3.
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020

BE

3.

—E-EFANA=TRHILEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments 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.

The Group’s investments in associates are accounted for
in the consolidated financial statements using the equity
method. Under the equity method, interests 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.

If an associate uses accounting policies other than those
of the Group for like transactions and events in similar
circumstances, adjustments are made to make the
associate’s accounting policies conform to those of the Group
when the associate’s financial statements are used by the
Group in applying the equity method.

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. 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.

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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition

Revenue is recognised to depict the transfer of promised
services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in
exchange for those services. Specifically, the Group uses a
5-step approach to revenue recognition:

o Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in the
contract

o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the
performance obligations in the contract

o Step 5. Recognise revenue when (or as) the entity
satisfies a performance obligation.

The Group recognised revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the services
underlying the particular performance obligation is
transferred to customers.

A performance obligation represents a service (or a bundle of
services) that is distinct or a series of distinct services that
are substantially same.
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of
the following criteria is met:

o The customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;

o The Group's performance creates or enhances an asset
that the customer controls as the asset is created or
enhanced; or

o The Group’s performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in time when the
customer obtains control of the distinct service.

Revenue is measured based on the consideration specified in
a contract with a customer, excludes amounts collected on
behalf of third parties and sales related taxes.

Contract assets

A contract asset represents the Group’s right to consideration
in exchange for goods or services that the Group has
transferred to a customer that is not yet unconditional. It is
assessed for impairment in accordance with HKFRS 9.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

The Group recognised revenue from the following major
sources:

. Provision of coal production services
o Provision of excavation works

o Provision of heating supply services
. Provision of construction works

Provision of coal production services

Provision of coal production service income is recognised
when the Group renders the services and the benefits are
received and consumed simultaneously by the customer
throughout the contract period. Thus, the Group satisfies a
performance obligation and recognises revenue over time.
Contracts for rendering of coal production services are
typically in 1-year term in which the Group billed on a monthly
basis based on the value of services rendered at an agreed
rate.

Provision of excavation works

Revenue from provision of excavation works is recognised
when the Group renders the services and the benefits are
received and consumed simultaneously by the customer
throughout the contract period. Thus, the Group satisfies a
performance obligation and recognises revenue over time.
Contracts for rendering of excavation works are typically in
1-year term in which the Group billed on a monthly basis
based on the value of services rendered at an agreed rate.

Provision of heating supply services

Heating supply services is provision of heating to the
customers. Supply of heat is recognised at the time when the
heat is transmitted.
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)
Provision of construction works

A contract with a customer is classified by the Group as a
construction contract when the contract relates to work on
an asset under the control of the customer and therefore the
Group’s construction activities create or enhance an asset
under the customer’s control.

Over time revenue recognition: measurement
of progress towards complete satisfaction of a
performance obligation (Input method)

Revenue from provision of construction works is recognised
over time. The progress towards complete satisfaction of a
performance obligation is measured based on input method.
Input method recognises revenue on the basis of the
Group's efforts or inputs to the satisfaction of a performance
obligation (for example, resources consumed, labour hours
expended or costs incurred) relative to the total expected
inputs to the satisfaction of that performance obligations that
best depict the Group’s performance in transferring control
of services.

When the outcome of the contract cannot be reasonably
measured, revenue is recognised only to the extent of
contract costs incurred that are expected to be recovered.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)
Contract costs

The Group incurs costs (including labour costs, consumables
and others) to fulfill a contract relating to its construction
contracts. The Group first assesses whether these costs
qualify for recognition as an asset in terms of other relevant
standards, failing which it recognises an asset for these costs
only if they meet all of the following criteria:

o the costs relate directly to a contract or to an
anticipated contract that the Group can specifically
identify;

o the costs generate or enhance resources of the Group
that will be used in satisfying (or in continuing to satisfy)
performance obligations in the future; and

o the costs are expected to be recovered.

The asset so recognised is subsequently amortised to profit
or loss on a systematic basis that is consistent with the
transfer to the customer of the goods or services to which
the assets relate.

The Group renders handling services on packing coal for its
customers. Service income is recognised when services are
rendered.

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.
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Government grants (Continued)

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 loss in the period in
which they become receivable.

Leasing
Policy applicable on or after 1 July 2019
Definition of a lease

Under HKFRS 16, a contract is, or contains, a lease if the
contract conveys a right to control the use of an identified
asset for a period of time in exchange for consideration.

The Group as lessee

For contracts entered into or modified on or after the date
of initial application, the Group assesses whether a contract
is or contains a lease, at inception of the contract or
modification date. The Group recognises a right-of-use asset
and a corresponding lease liability with respect to all lease
arrangements in which it is the lessee, except for short-term
leases (defined as leases with a lease term of 12 months
or less) and leases of low value assets. For these leases,
the Group recognises the lease payments as an operating
expense on a straight-line basis over the term of the lease
unless another systematic basis is more representative of
the time pattern in which economic benefits from the leased
assets are consumed.

Lease liabilities

At the commencement date, the Group recognises and
measures lease liability at the present value of the lease
payments that are not paid at that date. The lease payments
are discounted by using the interest rate implicit in the lease.
If this rate cannot be readily determined, the Group uses its
incremental borrowing rate.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)

Policy applicable on or after 1 July 2019 (Continued)
The Group as lessee (Continued)

Lease liabilities (Continued)

Lease payments included in the measurement of the lease
liability comprise:

o fixed lease payments (including in-substance fixed
payments), less any lease incentives receivable;

o variable lease payments that depend on an index or
rate, initially measured using the index or rate at the
commencement date;

o the amount expected to be payable by the lessee under
residual value guarantees;

o the exercise price of purchase options if the lessee is
reasonably certain to exercise the options; and

o payments of penalties for terminating the lease, if the
lease term reflects the Group exercising an option to
terminate the lease.

The lease liability is presented as a separate line in the
consolidated statement of financial position.

The lease liability is subsequently measured by increasing the
carrying amount to reflect interest on the lease liability (using
the effective interest method) and by reducing the carrying
amount to reflect the lease payments made.

Lease liability is remeasured (and with a corresponding
adjustment to the related right-of-use asset) whenever:

o the lease term has changed or there is a significant
event or change in circumstances resulting in a change
in the assessment of exercise of a purchase option,
in which case the lease liability is remeasured by
discounting the revised lease payments using revised
discount rate.
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)

Policy applicable on or after 1 July 2019 (Continued)
The Group as lessee (Continued)

Lease liabilities (Continued)

o the lease payments change due to changes in an
index or rate or a change in expected payment under
a guaranteed residual value, in which cases the lease
liability is remeasured by discounting the revised lease
payments using the initial discount rate (unless the
lease payments change is due to a change in a floating
interest rate, in which case a revised discount rate is
used).

o a lease contract is modified and the lease modification
is not accounted for as a separate lease, in which case
the lease liability is remeasured based on the lease term
of the modified lease by discounting the revised lease
payments using a revised discount rate at the effective
date of the modification.

Right-of-use assets

The right-of-use assets comprise the initial measurement of
the corresponding lease liability, lease payments made at or
before the commencement date and any initial direct costs,
less lease incentives received.

Right-of-use assets are subsequently measured at cost less
accumulated depreciation and impairment losses. They are
depreciated over the shorter period of lease term and useful
life of the underlying asset. The depreciation starts at the
commencement date of the lease.

The Group presents right-of-use assets as a separate line in
the consolidated statement of financial position.

The Group applies HKAS 36 to determine whether a right-
of-use asset is impaired and accounts for any identified
impairment |oss.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)

Policy applicable on or after 1 July 2019 (Continued)
The Group as lessee (Continued)

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative standalone price of
the lease component and the aggregate stand-alone price of
the non-lease components.

As a practical expedient, HKFRS 16 permits a lessee not to
separate non-lease components, and instead account for
any lease and associated non-lease components as a single
arrangement. The Group has used this practical expedient for
all leases.

The Group as lessor

The Group enters into lease agreements as a lessor with
respect to some of its machineries. Leases for which the
Group is a lessor is classified as finance or operating leases.
Whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee, the contract
is classified as a finance lease. All other leases are classified
as operating leases.

Policy applicable prior to 1 July 2019

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.

The Group as lessor

Rental income from operating leases is recognised in profit
or loss on a straight-line basis over the lease term.
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)
Policy applicable prior to 1 July 2019 (Continued)
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.

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 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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currencies (Continued)

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).

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, 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 loss.

Borrowing costs

All borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Short-term employee benefits

Short-term employee benefits are measured at the
undiscounted amount of the benefits expected to be paid as
and when employees rendered the services.

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.

Retirement benefits costs and termination benefits

Payments to defined contribution plans including state-
managed retirement benefit schemes and the Mandatory
Provident Fund Scheme (the “MPF Scheme”) are recognised
as an expense when employees have rendered services
entitling them to the contributions.
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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.

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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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.

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 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 estimated 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 loss 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.
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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 10ss.
Amortisation for intangible assets with finite useful lives is
recognised on a straight-line basis over their estimated useful
lives. The estimated useful life and amortisation method
are reviewed at the end of each reporting period, with the
effect of any changes in estimate being accounted for on
a prospective basis (see the accounting policy in respect of
impairment losses on non-financial assets below).

Investments in subsidiaries

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

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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Notes to the Consolidated Financial Statements

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, except for trade receivables arising from
contracts with customers which are initially measured in
accordance with HKFRS 15. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and
financial liabilities (other than financial assets at fair value
through profit or loss (“FVTPL") 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 at
FVTPL are recognised immediately in profit or loss.

Financial assets

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.

All recognised financial assets are subsequently measured in
their entirety at either amortised cost or fair value, depending
on the classification of the financial assets. Financial assets
are classified, at initial recognition, as subsequently measured
at amortised cost, fair value through other comprehensive
income (“FVTOCI”) and FVTPL. The classification of financial
assets at initial recognition depends on the financial asset’s
contractual cash flow characteristics and the Group's
business model for managing them.
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Financial assets at amortised cost (debt instruments)

The Group measures financial assets subsequently at
amortised cost if both of the following conditions are met:

. the financial asset is held within a business model
whose objective is to hold financial assets in order to
collect contractual cash flows; and

o the contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding.

Financial assets at amortised cost are subsequently
measured using the effective interest method and are subject
to impairment.

Amortised cost and 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.

For financial assets, 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) excluding expected credit losses
(“ECL"), through the expected life of the debt instrument, or,
where appropriate, a shorter period, to the gross carrying
amount of the debt instrument on initial recognition.

The amortised cost of a financial asset is the amount at which
the financial asset is measured at initial recognition minus the
principal repayments, plus the cumulative amortisation using
the effective interest method of any difference between that
initial amount and the maturity amount, adjusted for any loss
allowance. The gross carrying amount of a financial asset is
the amortised cost of a financial asset before adjusting for
any loss allowance.

Silk Road Energy Services Group Limited
e RIRGEEGR AR

FESHHE®)

ERMIAEE)
THEE(E)
HEBEA ARG EZ B EE(EETA)

S & T I MBI - NEEERIRE K
AETETRMEE:

e TRMEERBEEAFATRMEEMNK
RENBReREZEBEARFE &

s TRMEEZANKARETAHRES
MEEAS R ARBEARS M BN
RZBEERE -

RBHEKAFEZEREEEARERAER
MEXFE - XA FRE -

B 35 0 AR BT %

BERMNZEZRFABEEB T ABHKARRNE
RPREASENBBRAZTIE -

REREEMS  BERMNEXSNEKTAZ
BHEFHI(WER REHHEERRDG
AARRREUKRERV I HRABEK LA
FRHAEZMNX(BRAKERMNXTES
DZABENABKRERRER  XHKAN
REAMBEERITE  ETRERAEEEE
((FEREEREE]D) -

CREEZHFERNASEREENT T #E
REMAEZSBEREATENR  NERE
M ER N RENRPS B 2R 2ME
I ZRETRFTEE YR EMIRRBEE
LA SRHEECREAERSREE
RABE(IBERBEER 2 BHKA -



Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continueq)
Amortised cost and effective interest method (Continued)

Interest income is recognised using the effective interest
method for debt instruments measured subsequently at
amortised cost. For financial assets, interest income is
calculated by applying the effective interest rate to the gross
carrying amount of a financial asset, except for financial
assets that have subsequently become credit-impaired.
For financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial
asset. If, in subsequent reporting periods, the credit risk on
the credit-impaired financial instrument improves so that the
financial asset is no longer credit-impaired, interest income
is recognised by applying the effective interest rate to the
gross carrying amount of the financial asset.

Interest income is recognised in profit or loss and is included
in the “Interest income” (note 6) and “Other income” (note 8).

Equity instruments designated as at FVTOC!

On initial recognition, the Group may make an irrevocable
election (on an instrument-by-instrument basis) to designate
investments in equity instruments as at FVTOCI. Designation
at FVTOCI is not permitted if the equity investment is held
for trading or if it is contingent consideration recognised by
an acquirer in a business combination.

Investments in equity instruments at FVTOCI are initially
measured at fair value plus transaction costs. Subsequently,
they are measured at fair value with gains and losses arising
from changes in fair value recognised in other comprehensive
income and accumulated in the other reserve. The cumulative
gain or loss will not be reclassified to profit or loss on disposal
of the equity investments, instead, they will be transferred to
accumulated losses.
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
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3.

ZZERA=ZTHLEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOCI are measured at
FVTPL. Specifically, investments in equity instruments are
classified as at FVTPL, unless the Group designates an equity
investment that is neither held for trading nor a contingent
consideration arising from a business combination as at
FVTOCI on initial recognition.

A financial asset is classified as held for trading if:

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

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

o it is a derivative (except for a derivative that is a
financial guarantee contract or a designated and
effective hedging instrument).

Financial assets at FVTPL are measured at fair value at the
end of each reporting period, with any fair value gains or
losses recognised in profit or loss to the extent they are not
part of a designated hedging relationship. The net gain or loss
recognised in profit or loss excludes any dividend or interest
earned on the financial asset and is included in the “Other
losses” line item. Fair value is determined in the manner
described in note 35.

Impairment of financial assets

The Group recognises a loss allowance for ECL on
investments in debt instruments that are measured at
amortised cost, contract assets and lease receivables. The
amount of ECL is updated at each reporting date to reflect
changes in credit risk since initial recognition of the respective
financial instrument.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continueq)
Impairment of financial assets (Continued)

The Group always recognises lifetime ECL for trade
receivables and contract assets. The ECL on these financial
assets are estimated using a provision matrix based on the
Group's historical credit loss experience, adjusted for factors
that are specific to the debtors, general economic conditions
and an assessment of both the current as well as the forecast
direction of conditions at the reporting date, including time
value of money where appropriate.

For all other financial instruments, the Group measures the
loss allowance equal to 12-month ECL, unless when there has
a significant increase in credit risk since initial recognition, the
Group recognises lifetime ECL. The assessment of whether
lifetime ECL should be recognised is based on significant
increase in the likelihood or risk of a default occurring since
initial recognition.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument
has increased significantly since initial recognition, the Group
compares the risk of a default occurring on the financial
instrument as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of
initial recognition. In making this assessment, the Group
considers both quantitative and qualitative information that is
reasonable and supportable, including historical experience
and forward-looking information that is available without
undue cost or effort. Forward-looking information considered
includes the future prospects of the industries in which the
Group's debtors operate, as well as consideration of various
external sources of actual and forecast economic information
that relate to the Group's operations.
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Notes to the Consolidated Financial Statements

e MR E

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Significant increase in credit risk (Continued)

In particular, the following information is taken into account
when assessing whether credit risk has increased significantly
since initial recognition:

o an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal
credit rating;

o existing or forecast adverse changes in business,
financial or economic conditions that are expected to
cause a significant decrease in the debtor’s ability to
meet its debt obligations;

o an actual or expected significant deterioration in the
operating results of the debtor;

o significant increases in credit risk on other financial
instruments of the same debtor;

o an actual or expected significant adverse change in the
regulatory, economic, or technological environment of
the debtor that results in a significant decrease in the
debtor’s ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the
Group presumes that the credit risk on a financial asset
has increased significantly since initial recognition when
contractual payments are more than 30 days past due, unless
the Group has reasonable and supportable information that
demonstrates otherwise.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continueq)
Significant increase in credit risk (Continued)

Despite the foregoing, the Group assumes that the credit risk
on a financial instrument has not increased significantly since
initial recognition if the financial instrument is determined
to have low credit risk at the reporting date. A financial
instrument is determined to have low credit risk if (i) the
financial instrument has a low risk of default, (i) the borrower
has a strong capacity to meet its contractual cash flow
obligations in the near term, and (iii) adverse changes in
economic and business conditions in the longer term may, but
will not necessarily, reduce the ability of the borrower to fulfill
its contractual cash flow obligations. The Group considers
a financial asset to have low credit risk when the asset has
external credit rating of ‘investment grade’ in accordance with
the globally understood definition or if an external rating is
not available, the asset has an internal rating of ‘performing’.

The Group regularly monitors the effectiveness of the criteria
used to identify whether there has been a significant increase
in credit risk and revises them as appropriate to ensure that
the criteria are capable of identifying significant increase in
credit risk before the amount becomes past due.

Definition of default

The Group considers the following as constituting an event
of default for internal credit risk management purposes as
historical experience indicates that receivables that meet
either of the following criteria are generally not recoverable:

o when there is a breach of financial covenants by the
debtor; or

o information developed internally or obtained from
external sources indicates that the debtor is unlikely to
pay its creditors, including the Group, in full (without
taking into account any collaterals held by the Group).

The Group considers that default has occurred when a
financial asset is more than 365 days past due unless
the Group has reasonable and supportable information to
demonstrate that a more lagging default criterion is more
appropriate.
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Credit-impaired financial assets

A financial asset is credit-impaired when one or more events
that have a detrimental impact on the estimated future cash
flows of that financial asset have occurred. Evidence that a
financial asset is credit-impaired includes observable data
about the following events:

o significant financial difficulty of the issuer or the
borrower;

o a breach of contract, such as a default or past due
event;

o the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower's
financial difficulty, having granted to the borrower a
concession(s) that the lender(s) would not otherwise
consider;

o it is becoming probable that the borrower will enter
bankruptcy or other financial reorganisation; or

o the disappearance of an active market for that financial
asset because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there is
information indicating that the debtor is in severe financial
difficulty and there is no realistic prospect of recovery, e.g.
when the counterparty has been placed under liquidation or
has entered into bankruptcy proceedings. Financial assets
written off may still be subject to enforcement activities
under the Group’'s recovery procedures, taking into account
legal advice where appropriate. Any recoveries made are
recognised in profit or loss.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continueq)
Measurement and recognition of ECL

The measurement of ECL is a function of the probability
of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default. The
assessment of the probability of default and loss given default
is based on historical data adjusted by forward-looking
information. As for the exposure at default, for financial
assets, this is represented by the assets’ gross carrying
amount at the reporting date and other relevant forward-
looking information.

For financial assets, the ECL is estimated as the difference
between all contractual cash flows that are due to the Group
in accordance with the contract and all the cash flows that
the Group expects to receive, discounted at the original
effective interest rate.

If the Group has measured the loss allowance for a financial
instrument at an amount equal to lifetime ECL in the previous
reporting period, but determines at the current reporting date
that the conditions for lifetime ECL are no longer met, the
Group measures the loss allowance at an amount equal to
12-month ECL at the current reporting date, except for assets
for which simplified approach was used.

The Group recognises an impairment gain or loss in profit
or loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss allowance
account.

Derecognition of financial assets

The Group derecognises a financial asset 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 party.

On derecognition of a financial asset measured at amortised
cost, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable is
recognised in profit or loss.
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020

BE—

3.

ZZERA=ZTHLEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continuead)
Financial liabilities and equity instruments
Classification as debt or equity

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.

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 a group entity are
recognised at the proceeds received, net of direct issue
COStS.

Financial liabilities

All the Group's financial liabilities are subsequently measured
at amortised cost using the effective interest method.

Financial liabilities subsequently measured at amortised cost

Financial liabilities that are not (i) contingent consideration of
an acquirer in a business combination, (i) held-for-trading, or
(i) designated as at FVTPL, are subsequently measured at
amortised cost using the 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 an 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 amortised cost of a financial liability.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
they expire. The difference between the carrying amount of
the financial liability derecognised and the consideration paid
and payable, including any non-cash assets transferred or
liabilities assumed, is recognised in profit or loss.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment losses on non-financial assets (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 non-financial asset 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 a cash-generating
unit (“CGU")) is estimated to be less than its carrying amount,
the carrying amount of the asset (or the CGU) is reduced to
its recoverable amount. In allocating the impairment loss,
the impairment loss is allocated first to reduce the carrying
amount of any goodwill (if applicable) and then to the other
assets on a pro-rata basis based on the carrying amount of
each asset in the unit. The carrying amount of an asset is
not reduced below the highest of its fair value less costs of
disposal (if measureable), its value in use (if determinable) and
zero. The amount of the impairment loss that would otherwise
have been allocated to the asset is allocated pro rata to the
other assets of the unit or the group of cash-generating unit.
An impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or the CGU) 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 the CGU) in prior years. A reversal
of an impairment loss is recognised as income immediately
in profit or loss.
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Fair value measurement

When measuring fair value except for the value in use of
the Group's goodwill, leasing transactions, property, plant
and equipment 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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Notes to the Consolidated Financial Statements

CRITICAL ACCOUNTING JUDGEMENT
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 judgement 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.

Oownership of buildings

Despite the Group has paid the full purchase consideration as
detailed in note 17, certificates of ownership of the Group'’s
certain buildings were not yet granted from the relevant
government authorities. Despite the fact that the Group has
not obtained the certificates of ownership, the directors of
the Company determine to recognise these land and buildings
on the ground that they expect the certificates of ownership
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.

Key sources of estimation uncertainty

The followings 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.
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

4.

CRITICAL ACCOUNTING JUDGEMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continuead)

Key sources of estimation uncertainty (Continued)
Impairment assessment of non-current assets

The non-current assets are reviewed for impairment when
events or changes in circumstances indicate that the carrying
amount may not be recoverable. Where an indicator of
impairment exists, a formal estimate of the recoverable
amount is made.

The management estimated the recoverable amounts
based on the value in use calculation which requires the
management’'s assumptions and estimates taking into
account the internal business plan and other strategic
business development. These calculations require the use of
estimates such as the future revenue, gross margin, operating
costs and discount rates. Changing the assumptions selected
by management in assessing impairment, including the
discount rates or the growth rate assumptions in the cash
flow projections, could affect the result of assessment.

During the year ended 30 June 2020, impairment losses
of HK$15,993,000 and HK$65,220,000 were recognised in
respect of right-of-use assets and customer contracts,
respectively. As at 30 June 2020, the Group’'s coal mining
related assets include property, plant and equipment, right-
of-use assets and customer contracts of HK$9,864,000, nil
and nil, respectively.
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Notes to the Consolidated Financial Statements

CRITICAL ACCOUNTING JUDGEMENT
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continuead)

Key sources of estimation uncertainty (Continued)

Impairment of trade receivables, bills receivables, loan
receivables and amount due from an associate

The impairment provisions for trade receivables, bills
receivables, loan receivables and amount due from an
associate are based on assumptions about ECL. The Group
uses judgement in making these assumptions and selecting
the inputs to the impairment calculation, based on the
number of days that an individual receivable is outstanding as
well as the Group's historical credit loss experience, existing
market conditions and forward-looking information at the
end of the reporting period. Changes in these assumptions
and estimates could materially affect the result of the
assessment and it may be necessary to make additional
impairment charge to profit or loss. As at 30 June 2020,
the carrying amounts of trade receivables, bills receivables,
loan receivables and amount due from an associate were
HK$46,406,000 (2019: HK$65,719,000), HK$46,317,000 (2019:
HK$59,463,000), HK$199,297,000 (2019: HK$177,122,000)
and HK$22,339,000 (2019: HK$35,490,000) respectively, net
of accumulated impairment losses of trade receivables,
loan receivables and amount due from an associate of
HK$11,680,000 (2019: HK$10,301,000), HK$9,409,000 (2019:
HK$7,960,000) and HK$146,661,000 (2019: HK$133,510,000)
respectively.
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

5.

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 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
reguirements.

The directors of the Company review the capital structure
regularly. As part of this review, the directors of the Company
consider the cost of capital and the risks associated with each
class of capital. Based on recommendations of the directors
of the Company, the Group will balance its overall capital
structure through the payment of dividends, new share issues
and issue of new debt or the redemption of existing debt.
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6. REVENUE Wz
Revenue represents revenue arising on services rendered, net W RERBFEE 2= (ENHRIEE
of sales related taxes, where applicable. An analysis of the HEHRIE ER)  AEBRAEE 2
Group’s revenue for the year is as follows: mOMMT :
2020 2019
—E-EF —E-NF
HK$°'000 HK$'000
FET FABT
Revenue from contracts with customers KB & 78 B 75 3R & % Bl 5515537
within the scope of HKFRS 15 HEANHBEP SN 2K
— Provision of coal production services — — 2@ B 4 E RS 132,994 229,744
— Provision of excavation works — REZEIRE 71,164 64,508
— Provision of heating supply services — R R RS 5,836 5,635
— Provision of construction works — RMHEETRE 34,898 —
244,892 299,887
Revenue from other source KB E A R 2 Wz
— Interest income from money lending — MEEK 2 B A
business 20,457 16,873
265,349 316,760
134 Silk Road Energy Services Group Limited
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HE_ZT-_ZFXA=THILHFE

REVENUE (continuead) 6. Wz=w)
Set out below is the disaggregation of the Group's revenue LA 251 2R & B 2k B & 76 B 75 & 22 B 515
from contracts with customers within the scope of HKFRS 15: REEANZEERPEO 2 mMAD
Coal mining
and Heating
construction supply
services services Total
BE-Z_-ZH RER R R
For the year ended 30 June 2020 A~EB=+HIFE B R it 1R AR 7 st
HK$'000 HK$'000 HK$'000
TER TER THERT
Revenue from services: RE MR W a -
Provision of coal production services Rt ERLE ERS 132,994 132,994
Provision of excavation works RHZHE TR 71,164 71,164
Provision of heating supply services 12 (4 % AR 7S — 5,836
Provision of construction works RHERETRE 34,898 34,898
239,056 244,892
Revenue from the geographical market: & (&5 3 i3 7 35 FO U 25
The PRC H 239,056 244,892
Coal mining
and Heating
construction supply
services services Total
HE-_ZT—NLF IR R R &
For the year ended 30 June 2019 ANAZTHLEFE iR i B 1% st
HK$'000 HK$'000 HK$'000
FHB T FH T FE T
Revenue from services: KA MRS < W a
Provision of coal production services Rt ExR4EERS 229,744 — 229,744
Provision of excavation works RHEZHE IR 64,508 = 64,508
Provision of heating supply services T2 A B AR 7 = 5,635 5,635
294,252 5,635 299,887
Revenue from the geographical market: & (5 b 18 7 35 A U 25
The PRC s 294,252 5,635 299,887
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HE_T-_TFXNA=ZTHILEE

6.

REVENUE (continued)

Transaction price allocated to the remaining
performance obligation for contracts with customers

As at 30 June 2020, the aggregate amount of transaction
price allocated to the performance obligations that are
unsatisfied (or partially unsatisfied) is HK$1,667,000. The
amount represents revenue expected to be recognised in the
future from provision of construction works. The Group will
recognise this revenue as the service is completed, which is
expected to occur over the next 12 months.

As at 30 June 2020 and 2019, the other service contracts
are with an original expected duration of one year or less.
Accordingly, the Group has elected the practical expedient
and has not disclosed the amount of transaction price
allocated to the performance obligations that are unsatisfied
(or partially satisfied) as of the end of the reporting period.

SEGMENT INFORMATION

Information reported to the directors of the Company, being
the chief operating decision maker (the “CODM"), for the
purposes of resource allocation and assessment of segment
performance focuses on types of services provided. The
CODM have chosen to organise the Group around differences
in services. No operating segments identified by the CODM
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:

o Coal mining and construction services — Provision
of excavation works, coal production services and
construction works

o Money lending — Provision of money lending services
in Hong Kong and the PRC

o Heating supply services — Provision of heating supply
services

Silk Road Energy Services Group Limited
e RIRGEEGR AR

&1 9,
ARFEFANNISBBEINETEORSER

RZBE-ZFA=1+H HEZEHEETH
ARIE P kB o K= R R 5 4B (B /1,667,000
BIL e Ze BIETER A TR &/
EETEMKE o A& B R TR RS
BRIt - BHRARREARER -

RZBE_ZEFR_ZT—-—NFNA=+H ' H
th AR 75 & HI R R S TR BRHABR B — F sk A ©
Eit - AEBEBEZERBATEESE B
RMEPRTEEIME R ER KB EE
RKEHNETHNRZ L5 -

[

TEEHR

RERDEMFELOBERBEMAARRES
(MEFREERARE(ERLERREED)Z
BNEFR - ERRARERBNER - BF
LERRERBEETARBcERAE
AEE EREAKEZAZHRDBE - &
FEERREBNN R ENRAEES -

LEZ REFEMHREENFESNR - A
SEZAE2HRNLESBWNT

RIEEFRR R EZERY — REEZHET
BRREERBREETRE

e  ME— RBBRTEEHRBERS
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Notes to the Consolidated Financial Statements

SEGMENT INFORMATION (continued)
Segment revenues and results

The following is an analysis of the Group's revenues and
results by reportable and operating segments.

Coal mining and construction services /& B B8 £8 & 12 58 iR 7%
Money lending MIE

Segment revenues
72 B i

HK$ 000

239,056

265,349 316,760

Heating supply services i B 7%

Total et

Other income H 4t g A

Other gains (losses) bz (B 18)
Gain on disposal of subsidiaries HEMBAR 2=

Impairment loss recognised in respect &k i U — fE B & R &) 5k

of amount due from an associate HER 2 B EEE
Finance costs B & A A
Central administrative costs AR 1T 2
Loss before taxation B %t Al B 18

The accounting policies of the operating segments are same
as the Group's accounting policies described in note 3.
Segment results represent the profit (loss) incurred by each
segment without allocation of certain other income, other
gains (losses), gain on disposal of subsidiaries, impairment
loss recognised in respect of amount due from an associate,
certain 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.

Upon application of HKFRS 16, certain of the Group's right-
of-use assets and lease liabilities are now included in
the measure of segment assets and segment liabilities
respectively at 30 June 2020.

REMBHRRME

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

TEER @)

SENAERLE
NTAREEZTLSRRECLHE K%
REEZDHN -

Segment results

2020 2019 2020 2019

L T bl T/ F

HK$'000 HK$'000 HK$'000

TR TETT FTEx TR
294,252 (91,343) 6,624

20,457 16,873 11,040 4,625
5,836 5,635 (1,658) 6,064

(81,961)

(13,151)
(7,317)
(14,505)

(112,037)

LEDRZEFBUREFH N F3CAEE
S BRRER - 2 EXEREBEIBME
2w (ER)  WARDEETEMEA -
Hipdy s (BHR) HEMBAR ZWE - 3
W — B2 RRRIBRRZREEE &
TREXRANRPRT Eﬁzﬁﬂi'i Ith 75 2 ¥ T A
REEEUREIRERRFGBRREZT
= o

REREEVBHREEIFE16HRR  R_F
—EFERNA=THE ETAKEZERESR
EMERBEREDAFADIBEERD
BMARE-
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7.

SEGMENT INFORMATION (continued) 7.

Segment assets and liabilities

The following is an analysis of the Group’s assets and
liabilities by reportable and operating segment.

TEER @)
SEEERAE

RAZBLEED B2 ZAKEEER

BEITWT -

2020 2019
—E-EF —ET-NEF
HK$'000 HK$'000
THER FATT
Segment assets PEEE
Coal mining and construction services HERE R EERS 156,343 268,132
Money lending WE 199,362 178,488
Heating supply services i ARk 7% 8,345 10,346
Total segment assets BOBMEE 364,050 456,966
Unallocated RO 181,384 229,383
Consolidated assets HEBEE 545,434 686,349
Segment liabilities SEEE
Coal mining and construction services HIBEFRAR R ELERS 46,273 59181
Money lending BE 357 494
Heating supply services HBR iR 75 1,587 1,633
Total segment liabilities woyBEAaE 48,217 61,308
Unallocated Ko 130,670 142,923
Consolidated liabilities RAEBE 178,887 204,231

For the purposes of monitoring segment performances and

REZRSBERARIESIBRZER:

allocating resources between segments:

— All assets are allocated to reportable segments other
than unallocated assets (mainly comprising certain
property, plant and equipment, certain right-of-use
assets, deferred tax assets, interests in associates,
financial assets at FVTOCI, financial assets at FVTPL,
amount due from an associate and certain other
receivables and cash and cash equivalents); and

— All liabilities are allocated to operating segments other
than unallocated liabilities (mainly comprising certain
lease liabilities, deferred tax liabilities, income tax
payables, promissory notes and certain other payables).

Silk Road Energy Services Group Limited
e RIRGEEGR AR

BAPEBE(ZRZBREETYE B
Eh&th HTHEREEE BELTH
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For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

7. SEGMENT INFORMATION (continued) 7. 7EER®
Other segment information Hihp |ER
Coal mining and
construction services Money lending Heating supply services Unallocated Total
RERARREERE RE& HE R AAE @t

2020 2019 2020 2019 2020 2019 2020 2019 2020 2019
Sl F EEEEi T Bl T 5 bl — T/ F el T F
HKS'000 [GTGONGM  HKS'000 [EICICCN HKS'000 JERETGIOON HKS'000 TGN HKS'000 TSN
THT EEREc  TET EEERA  TEr MRl T RS TR R

Amounts included in the FTAPERERIE
measure of segment profit EEHE2&E
or loss or segment assets

Depreciation and amortisation &R &k 13,604 24,374 3218 185 15,564 27921
Depreciation of right-of-use FRELENE

assets 7130 — — 8,524 —
Additions to non-current assets  REFERPEE

(note) (M) 8,588 3,202 = 8,588 19967
Loss on disposal of property, LENE BERR

plant and equipment BE 353 121 = 353 2,438
Impairment loss recognised in -~ W& 5 Kk £t e B

respect of trade and other BAZREER

receivables - - 9,162
Impairment loss recognised in -~ BERERERZ

respect of loan receivables HEES - - 6,139
Impairment loss recognised in ~ FEREEERRL

respect of right-of-use assets  FEFE - - -
Impairment loss recognised in ~~ SLAKEERER

respect of contract assets HEEBE 738 = - 738 61
Impairment loss recognised in -~ HEFAKNERZ

respect of customer contracts  HEBE 65,220 = = 65,220 =
Amounts regularly provided THEEEEERRH

to the CODM but not REBFHADE

included in the measure of ~ BHFEZ2H

segment profit or loss
Bank interest income RITFSHA 8] (20) (531)
Finance costs BEKA - 6,731 7,063
Note: Non-current assets excluded financial instruments and deferred tax Mizk: ERBDEETEESRIAREEHREBEEE -

assets.
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

7. SEGMENT INFORMATION (continued) 7. EER®
Geographical information ih & & B
The Group's operations are located in Hong Kong and the AEEZKETDUREBRPEH -
PRC.
The Group's revenue from external customers is presented REBERBINBEE Z W= HIREEE S
based on the location of the operations. Information about Pl c BARNEEIERBDEEZERNTDIKE
the Group’s non-current assets is presented based on the EFfEHEE7] -

geographical location of the assets.

Hong Kong The PRC Consolidated
BB i L)
2020 2020 2019 2020 2019
—EoER —EoF il — T = F 5 i
HK'000 HK'000 HK'000 HK'000 HK'000
TET TERT THET THET THET

Revenue from external EEINFEE 2
customers g 257,445 310,169 265,349 316,760

Non-current assets EREEE (M)

(note) 18,195 108,625 19,662 109,003
Note: Non-current assets excluded financial instruments and deferred tax fa: FERDEETERSBIAREEHEELE -
assets.
Information about major customers EBEEEEFHNER
Revenue from customers of the corresponding years HMEBARNEBRRKZEI0%Z KRERFE 2 W
contributing over 10% of the total revenue of the Group is as REBEERT:
follows:

2020 2019
—EF-FF —ENF
HK$'000 HK$'000
TET THT
Customer A’ ZEA 120,905 131,743
Customer B ZFEB 76,785 157,717
Customer C! EEC 34,898 =

1 Revenue from coal mining and construction services segment L REREARERBZBERSE DB 2K

140 Silk Road Energy Services Group Limited
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REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

OTHER INCOME 8. Hfl A
2019
—E-NF
HK$'000
FA& T
Interest income on bank deposits IRITF KA B A 58]
Government grants (note) XA #2 Bh (B 5% 12,994
Leasing income from machinery o AR A 25 U A 5,683
Handling income FEBWA —
Sundry income B A 635
19,843
Note: Various local government grants were granted to subsidiaries of the Mia: RBEZT-_ZTFR-_FT-NAFRA=1+AHLE
Group for subsiding the operations in the PRC during the years ended FE - ANEBENE QR R ZIE M T BT B
30 June 2020 and 2019. NEBRFEZ &% -
OTHER GAINS (LOSSES) 9. Hftz= (F1E)
2019
—E-NF
HK$'000
THT
Fair value changes on financial assets at #&ERBREAFEARZ
FVTPL PREEZATEE (9,131)
FINANCE COSTS 10. A& KA
2019
—E-NF
HK$'000
FAT
Interest expenses on discounted bills BB EBRFNERX 332
Imputed interest on promissory notes EAERERZEEFRE
(note 29) (P 5E29) 6,731
Interest expenses on lease liabilities HEBGNERXZ —
7,063
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For the year ended 30 June 2020

BE—

11.

ZZERA=ZTHLEFE

INCOME TAX (CREDIT) EXPENSE

M. ABEHRERBEX

2019
—E-NF
HK$'000
FAE T
Hong Kong Profits Tax BENGEH
Current year REE 60
Under (over) provision in prior years FAFEBRETR(BEEE) (179)
(119)
PRC Enterprise Income Tax RE b ERER
Current year KEE 8,960
Under-provision in prior year TERBEBIRE 1,411
10,371
Deferred tax (note 30): i E B 18 (Fff 5£30) -
Current year KEE (13,504) (1,201)
(10,663) 9,051

On 21 March 2018, the Hong Kong Legislative Council passed
The Inland Revenue (Amendment) (No. 7) Bill 2017 (the “Bill")
which introduces the two-tiered profits tax rates regime.
The Bill was signed into law on 28 March 2018 and was
gazetted on the following day. Under the two-tiered profits
tax rates regime, the first HK$2 million of profits of qualifying
corporation will be taxed at 8.25%, and profits above HK$2
million will be taxed at 16.5%. Other than the qualifying
corporation, Hong Kong Profits Tax was calculated at a flat
rate of 16.5% of the estimated assessable profits for both
years.

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law"”) and Implementation Regulation of the EIT Law, the tax
rate of the PRC subsidiaries is 25% for the year ended 30
June 2020 (2019: 25%).

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

Silk Road Energy Services Group Limited
e RIRGEEGR AR
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e HRERMEE

For the year ended 30 June 2020

BE—

—ZREXNA=THRLFE

INCOME TAX (CREDIT) EXPENSE (continued) 1. FEHER)BEX @)
The income tax (credit) expense for the year can be AERB2MEH(ER) A EEGAEREKZ

reconciled to the loss before taxation per the consolidated BRAAIEBE ZHRAT

statement of profit or loss as follows:

2020 2019
—E-EH — N
HK$'000 HK$'000
FET FE T
Loss before taxation B %1 B &S 1B (112,037) (20,491)
Tax at Hong Kong profits tax rate of 16.5% Z& BB E16.5% (ZF—
(2019: 16.5%) NLEF < 16.5%) 5t & #) B 18 (18,486) (3,381)
Tax effect of income not taxable for tax  HBRFH U A BT & 52 &
purpose (901) (118)
Tax effect of expenses not deductible for BEHIM X H A B 75 52 &
tax purpose 7,768 7,866
Tax effect of tax losses not recognised RERGBEENR B E 2,644 2,542
Under-provision in prior years FFERETR 32 1,232
Tax exemption (note) % % (T =E) (20) —
Effect of different tax rates of the group REBAINEDEAEREE EEE
entities operating in jurisdictions other BERIRAMENTE
than Hong Kong (1,700) 910
Income tax (credit) expense for the year ARNFEEFFER (K %) (10,663) 9,051
Note: During the year ended 30 June 2020, one (2019: nil) Hong Kong Ma: REE-T-_TFA=THLEFE —MH(C
subsidiary was entitled to 75% tax deduction on Hong Kong Profits Tax T NF - E)EEMNBARAIRBBINEHR=E=R
with a cap at HK$20,000. 75% % %58 % - E R £20,0007% 7T °
Details of deferred taxation are set out in note 30. i 3E B TR A 1B A B RE30 o
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

12. LOSS FOR THE YEAR 12. XFEEEFA
2019
—EF-NF
HK$'000
THT
Loss for the year has been arrived at after N EHEEHBKRTHER :
charging:
Employee benefits expenses: EERFFAX:
Directors’ emoluments (note 13) E=M L (I &E13) 5,043 4,936
Other staffs’ salaries and allowances HthB T e &ER 158,071 217,989
Other staffs’ retirement benefits scheme  H 4 8 T iR K48 Fll 51 2 3¢
contributions 5,888 9,203
Other staffs’ welfare Eih 8 THEF 1,928 4,089
Total employee benefits expenses EERFABRELZ 170,930 236,217
Auditor’'s remuneration % D B & 1,350 1,350
Depreciation and amortisation e K N 15,564 27921
Depreciation of right-of-use assets FREEENE 8,524 —
Operating lease rentals in respect of rented FAEMRAERHE 7 KEHE (Note)
premises and machineries He (Bt &) 4,186
Loss on disposal of property, plant and HEWHE  BMEKREZEE
equipment 353 2,438
Note: Operating lease rentals in respect of rented premises and machineries faE: 22— NG A=tHLEFE HEHQE
for the year ended 30 June 2019 represented payments made and RME 7 KEHERSERBEBS S ERNE
accounted for under HKAS 17. The Group has initially applied HKFRS 7RI MIEARARIE - ASEEKBLEERTE
16 at 1 July 2019 using the modified retrospective approach. Details WER-_ZT—NFLA—BHEREATENBR
of the lease payments made for the year ended 30 June 2020 are set HERFEH - BHET_TFA=THIF
out in note 18. EH & RS R M 18 o
144 Silk Road Energy Services Group Limited
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Notes to the Consolidated Financial Statements

13. DIRECTORS’ AND CHIEF EXECUTIVE
OFFICER’'S EMOLUMENTS

The emoluments paid or payable to each of the 10 (2019:
11) directors and the chief executive officer (“CEQ") were as

follows:

Year ended 30 June 2020

A. EXECUTIVE DIRECTORS:
Emoluments paid or
receivable in respect of
director's other services
in connection with the
management of the affairs
of the Company and its
subsidiary undertakings
Salaries and allowances
Contributions to
retirement benefit
schemes

HE-2-%%
AA=tHLEEE

A HITES
HEzRHAEE

ARARENE
RAZHABN
H A BR % 0 ) 2
S ERNZ

B &

Ho R
RANE MG E
3R

Mr. Cai Da
(Co-chairman)

Sub-total emoluments

& et

Year ended 30 June 2020

B. INDEPENDENT NON-
EXECUTIVE DIRECTORS:

BE-Z-%F
AA=tHLEEE

B.EYEHITE

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

13. EERTHRARME

EEENHEMNI0R(ZE-AF : NR)E
ERTHRAH(ITHRAFE DM T

Mr. Li  Mr. Chen Mr. Mr. Hu

Xianghong  Youhua Li wai Mr. wang  Guoan
(Co-chairman) (CEO) Hung Tong Tong (note i) Total

RERLE FABEE RREXE ZER TER HEREE
(BREER) (BEER) (TRAR) £E £E (D ch
HK$'000 HK$'000  HKS$'000 HKS$'000 HK$'000 HK$'000 HKS$'000
TER TER TRT FAR TEx TErT TiE=x

1,000 1,200 390 623 4,766

18 18 37

1,074 1,000 1,218 408 623 4,803

Mr. Wang
Zhixiang
EXRFLEE
HK$'000
FTHERT

Emoluments paid or receivable in =~ EZ A TEEEEMmMA
respect of a person’s services HY B2 e
as a director
Fees we

Total emoluments <

Ms. Wong Ms. Feng Mr. Chen
Na Na Jibei Xier Total
EBBL:r BEEZLT REZEE &t
HK$'000 HK$'000 HK$'000 HK$'000
THERT TET THET THERT
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For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

13.

DIRECTORS’ AND CHIEF EXECUTIVE

OFFICER’'S EMOLUMENTS (continued)

13. EERITHEAZEMN S »)

Mr. Li
Mr. Cai Da Xianghong ~ Mr. Chen Mr. Mr. Hu
(Co-chairman)  (Co-chairman) Youhua LiWai  Mr. Wang Guoan
(note ii) (note iii) (CEO) Hung  Tong Tong (note ) Total
BEhE ZFRBEE
HEZ-2-NE (BEER) HEXE) RRELXE 2E% TEE BERLE
Year ended 30 June 2019 AAZTHALEE (B i) (I ExiD (T z) it & (BED Gl
HK$'000 HK$'000 HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
TET TET TELT TAR TET TAr TEx
A. EXECUTIVE DIRECTORS: A BTES:
Emoluments paid or receivable RESRHEHRER
in respect of director’s other ARE R EK B
services in connection with AAIEBEBR
the management of the affairs H fth fR 75 M [ &
of the Company and its AR ENZHE
subsidiary undertakings
Salaries and allowances He ki 1,040 1,000 1,300 390 480 273 4,483
Contributions to retirement RN G B R
benefit schemes = = 18 18 = = 36
Sub-total emoluments [ 1,040 1,000 1,318 408 480 273 4,519
Mr. Zhang Liging
(note iv) Total
BE-_Z—-hFxA=1+H REEE LA
Year ended 30 June 2019 IHEE (B 3Eiv) &5t
HK$'000 HK$'000
FA T THT
B. NON-EXECUTIVE DIRECTORS: B. k¥HITES:
Emoluments paid or receivable in HZATEEEEmRE
respect of a person’s services as a XS ER 2 &
director
Fees we 185 185
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Notes to the Consolidated Financial Statements

13. DIRECTORS’ AND CHIEF EXECUTIVE

OFFICER’'S EMOLUMENTS (continued)

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

13. EERITTHEAZEM S »)

Mr. Wang Ms. Wong Ms. Feng  Mr. Chen Xier
Zhixiang Na Na Jibei (note v) Total
BEE-ZE-NE R4
Year ended 30 June 2019 NA=THLEE ITEREE IMPBLLE BEELE (B #Ev) &5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FTAT FHAT FTAT FHAT
C. INDEPENDENT NON-EXECUTIVE C.BYEHTESE:
DIRECTORS:
Emoluments paid or receivable in AZATEEEEZM

respect of a person’s services EESTNEY P

as a director [

Fees we 60 60 60 52 232
Total emoluments N e 4936
Notes: B o
(i) Appointed on 9 April 2019 and resigned on 7 January 2020 (i) REZE-NFHANBEZEI R =T =_FTF—

AtB&ETE

(ii) Re-designated from the chairman of the Company to co-chairman of
the Company on 20 August 2018

(iii) Appointed as co-chairman of the Company and ceased to be vice
chairman of the Company on 20 August 2018

(iv) Resigned on 9 April 2019

(v) Appointed on 20 August 2018

Mr. Chen Youhua is also the CEO of the Company during both
years and his emoluments disclosed above include those
services rendered by him as the CEO.

No directors or the CEO waived or agreed to waive any
emoluments paid by the Group during both years. No
emoluments were paid by the Group to any of the directors or
CEO as an incentive payment to join or upon joining the Group
or as compensation for loss of office during both years.

(i) RIZE-—NFNAZTHAARREZRERAERE
NEBEE LR

@iy MZFB-NFNA_THEZERARAKEET
FERNBEEARARERIERE

vy RZZE-AFEOANEEE

(v) REBE-NFNA-_TBEEE

REELRENMEFEAGEEARRITH
BE - RREXBEBZME BB K HET
BABH R IR < B & o

MEFEARBESERITREARNEXF
ENEAEBEXNNEMBNE - MEFE
MR 5= B B (R (E ] E S 1T AR B Y
M (EAE A A S BB R E
HEREREHMIE -

Annual Report 2020
20204F =R

147



148

Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020

BE—

14.

15.

ZZERA=ZTHLEFE

EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, three (2019: three) were directors including the CEO of
the Company whose emoluments are included in the note 13.
The emoluments of the remaining two (2019: two) individuals
are as follows:

Salaries and other benefits e Kk HAEF
Contributions to retirement benefits R ONAE B 52 4 5k
scheme

14.

BEM=

rEBERfUZREMEHOALTH  =U(ZF
—NF Z)RERRBAER(BEARAEIT
BAEB)(REZ MM 13K E) - 58T
MUAL(ZE-AF MUEZAL)ZHM S0
T

Their emoluments were within the following bands:

Nil to HK$1,000,000 £ %1,000,0007% 7T
HK$1,000,001 to HK$1,500,000

1,000,001 7t %1,500,0007% 7T

2019

—NF

HK$'000

FE T

1,751

36

1,787
HEZMESMBHNEENT

2020 2019

—E-EH —E—NF

Number of Number of

individuals individuals

AE N

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.

DIVIDENDS

No dividend was paid or proposed during the year ended 30
June 2020, nor has any dividend been proposed since the
end of the reporting period (2019: nil).

Silk Road Energy Services Group Limited
e RIRGEEGR AR

15.

MEFER  AEBEY BREAESEHZR
a2 AL (BREFRER) XYM
1B S E I A S HE 0 A A 5 B B 79 22 )
SEREREZMHE -

Eﬁ /%A

ﬁiﬁi% §1‘J‘H 'Qiﬁ%,ﬁﬂﬂibﬂiﬁ
B E AR g(_ —NEF:E)-



Notes to the Consolidated Financial Statements
e HRERMEE

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

16. LOSS PER SHARE 16. BRE#E
The calculation of the basic and diluted loss per share ARRBEEABGEEREARBEEEHIED
attributable to owners of the Company is based on the BATEIERETHE

following data:

2019
—E-NF
HK$'000
FE T
Loss =]
Loss for the purpose of basic and diluted stEEIRERK B EEIEHNA
loss per share (for the year attributable  ZEEB(RA R #HAB A B
to owners of the Company) RFEEFEBHE) (101,204) (29,989)
Number of Number of
shares shares
il S 4=| R 4=
‘000 ‘000
Sl T %
Number of shares i & H
Number of ordinary shares for the purpose stE&MERN #EE 1875
of basic and diluted loss per share ZEBIREE 7,492,562 7,492,562
Diluted loss per share was the same as the basic loss per HREBEE-E—NLEFRZZE-FTFA=1
share as there were no potential dilutive ordinary shares BIEFEMERTEIINZBEEESERB
outstanding during the years ended 30 June 2019 and 2020. HtER#EsBEEEGRARNBEMR -
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Notes to the Consolidated Financial Statements

e MR E

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

17. PROPERTY, PLANT AND EQUIPMENT

17. W% BERXHE

office
equipment,
Plant and Leasehold furniture and Motor
Buildings machineries improvements fixtures  vehicles Total
BAE
% KA
BF HBERES £ RETXE RE &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR T FET T FET TR
Cost A
At 1 July 2018 RZE-\EtA—H 3,541 60,298 51 1,409 877 66,176
Additions NE — 18,843 93 188 843 19967
Disposals & (265) (26,165) — (1) = (26,441)
Exchange realignment B i A B (140) (2,354) (1) (47) (172) 2,714)
At 30 June 2019 and 1 July 2019 RZZT—AEAA=1tHK
“Z-1%tA—H 3,136 50,622 143 1,539 1,548 56,988
Additions NE — 8,249 31 209 99 8,588
Disposals HE = (11,307) (54) (26) — (11,387)
Exchange realignment 0 o % (114) (1,814) €) 47) (31 (2,009)
At 30 June 2020 RZZZZF,A=1H 3,022 45,750 17 1,675 1,616 52,180
Accumulated depreciation ZAFERREE
and impairment
At 1 July 2018 RZE-\EtA—H 627 34,430 20 1,228 324 36,629
Depreciation provided for the year REEFIR 2 & 199 13,641 14 81 259 14,194
Eliminated on disposals PR i B T (45) (19,546) = (11) = (19,602)
Exchange realignment B 7 A B (27) (805) (1) (47) (40) (920)
At 30 June 2019 and 1 July 2019 R-ZE—AFAA=THEK
“T-NEtA—H 754 27,720 33 1,251 543 30,301
Depreciation provided for the year AFEiHR 2T E 188 9957 16 237 351 10,749
Eliminated on disposals TR i 65 B 1 8 — (6,580) (5) (26) — (6,611)
Exchange realignment EHAE (29) (569) — (39) ) (643)
At 30 June 2020 R-Z-Z2FA~A=+H 913 30,528 44 1423 888 3379
Carrying amounts REE
At 30 June 2020 R-ZE-_ZF A=1H 2,109 15,222 73 252 728 18,384
At 30 June 2019 RZZB-NFRA=1H 2,382 22902 110 288 1,005 26,687

Silk Road Energy Services Group Limited
e RIRGEEGR AR



Notes to the Consolidated Financial Statements

17. 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:

Buildings 5%
Plant and machineries 10%—-20%
Leasehold improvements Over the shorter of the
lease term or 20%
Office equipment, furniture 20%-40%
and fixtures
Motor vehicles 25%
As at 30 June 2020, the Group has not been granted the
certificates of ownership for buildings with carrying amounts
of HK$2,109,000 (2019: HK$2,382,000) 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.

With the impacts of the non-renewal and termination of
agreements due to the Measures (as defined in note 20) and
temporary suspension of coal production (details as set out
in note 20), the management of the Group concluded there
was indication for impairment and conducted impairment
assessment on recoverable amount of certain property, plant
and equipment and right-of-use assets (as set out in note 18)
included in coal mining and construction services CGU. The
Group estimates the recoverable amount of the coal mining
and construction services CGU to which the asset belongs
when it is not possible to estimate the recoverable amount
individually.

17.

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

ME- -BERRZRE®

AEWE  BERKBEEBZ TN EERIA
BEREAGFERE:

BF 5%

TR 55 B 1 23 10% %= 20%

®E & #15020%

(AR 2 & A %)

MAERE  BAR 20% Z40%
BEEEE

T E 25%

RZZBEZZEFANA=Z+TH AEEWEEF
Bl B3 BT 2B P 3% F AR 1 1B /5 2,109,0007 7T
(ZE—NF:2382000Bc)2H TEFEZ
FIBHEE -ARAEERAE  ARAKEEE
BEIHNBEEZEEFIAREBERERBRIE
NEEFRMEREZNAREMEERMN - hHZxE
MERBREAEEZTHEBEHASEN
B1E -

R RCHIE) T B 2 DB K Rt i 425 1k (B
H20FREE)RRKREFLEENTE (FB
B E20) AEEERESLER B
BRERBELEBELR - X555 A K ERH
REZERBASELBLUNETYE
TR 55 B eR M A I M5 P M B EE (BRI B RE18) 2
A Y El & EETRERG - EEEXEBMG
AHATUR Ol S RS - AR E AR E E B
RERREZERGREELEEMOAYK
Ol & % -
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020

BE—

17.

18.

ZZERA=ZTHLEFE

PROPERTY, PLANT AND EQUIPMENT
(Continued)

The recoverable amount of coal mining and construction
services CGU was determined on a value-in-use calculation
prepared by an independent professional valuer who used
cash flow projection based on financial budget approved by the
management. The cash flow projection is discounted at pre-
tax discount rate of 19% per annum which reflects the specific
risks relating to this CGU. Key assumptions for the value-in-use
calculation include future revenue, budgeted gross margin and
operating costs, which were determined based on the CGU's
past performance, the Group’s business plan and management
expectations for the market development.

Based on the result of the assessment, management of the
Group determined that the estimated recoverable amount of
the CGU is lower than the carrying amount. The impairment
amount has been allocated to each category of property,
plant and equipment and right-of-use assets such that the
carrying amount of each category of asset is not reduced
below the highest of its fair value less cost of disposal, its
value in use and zero. Based on the value-in-use calculation
and the allocation, an impairment of HK$15,993,000 has been
recognised against the carrying amount of right-of-use assets,
which are used in coal mining and construction services
business.

LEASES

(i) Right-of-use assets

Properties leased for own use
Machineries leased for own use

BEREEME
BREE S

17.

18.

ME- -BERRZRE®

REARXMEZERBRSELEEULNATR
Cl & Bikh— 2B LE XA EMGET 2 E B
BEMAEET HERATREEEERHtZ
MBRBEAEZRERERA -RERE
TEOR T B A B IR R B F19%RE I - Mk Bb
BERRBREBZASELBEUZBER
R EAEBEEMAEZIERRBERELNR
@ HEEMNKREERAS  NRZEASE
EBM s AERR AEEREFERER
BHMEHRRZARETE -

REFEER  AKEE
BUMGEEATRESE

BEREREEL
RIENAREE - BES

HOOEEREME  BERREUARER
%ﬁéméﬁ PAME & 18 Bl & E R BR B T
GRVEREAFERLERE  EREE
ERENESE REEHEEAERIE -

The Group has lease arrangements for office premises,
staff quarter and mining machineries. The lease terms
are generally ranged from 2 to 5 years. The Group has
also entered into short-term leases arrangements in
respect of office premises.

Silk Road Energy Services Group Limited
e RIRGEEGR AR

EafEBEEEE (HPNERARE KR EERE
ST ) /Y BR T B #E 5B Rk (E15,993,0007%
7‘E o
HE
(i) FEHRAEEE

30 June 2020 1 July 2019

/\ H _+ E| ‘t )E] _ E'
HK$°000 HK$'000

FHBxT TET

1,278 14,925

— 11,516

26,441
AEERERLAEWE BEIBFEK
HERWMI L HE LT B - FHE R —
BN T2E5F - AEBENRERAE

MEF L EBPHEERH -



Notes to the Consolidated Financial Statements
e HRERMEE

For the year ended 30 June 2020
—ZEEXRNAZTHLESEE

18. LEASES (continued)

(i) Right-of-use assets (Continued)

During the year ended 30 June 2020, an impairment

BE—

18. & »®)

)y ERAEREEE)
 E_T_FFEANA=ZTHLEEE R

loss of HK$15,993,000 (2019: nil) was recognised in wA R EERERREEE(DEEE
the profit and loss which was allocated to coal mining T F R & AR 7% 95 48) 415,993,000
and construction services segment. Details of the BIL(ZE—NF &) - BEBENE
impairment assessment are set out in note 17. BRI FE17 o
(i) Lease liabilities (i) HEEE
30 June 2020 1 July 2019
—E-EF = —NF
N A _‘|' H +HA—H
HK$'000 HK$'000
FTHERT FE T
Non-current FE 7T B 3,109 6,026
Current i 2,746 2,761
5,855 8,787

Analysed into payable

Within one year

After one year but within two years
After two years but within five years

DT E A RIR

—FA
—FRENXNWER
MEREBRAFA

30

Less: Amount due for settlement within 12 months & : = 1Iﬂ A &L & B B Z00E
(shown under current liabilities) & 27

Amount due for settlement after 12 months
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Notes to the Consolidated Financial Statements

e MR E

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

18. LEASES (continued)

(iii) Amounts recognised in profit or loss

Depreciation of right-of-use assets by class
of underlying asset:
— Properties leased for own use
— Machineries leased for own use
Interest expenses on lease liabilities
(included in finance costs)

Expenses relating to short-term leases (included in %2 #3718 &l X
administrative and other operating expenses)

18. HE =)
(i) RBEPRIOKNE

BREREERRITEERE
BE:

— BEREEDE

— BEREE#ER
HERBEMEMX
(FFABERKA)

FIATTER R EMBEEER)

(iv) Total cash outflow for leases

The total cash outflow for leases included in the
consolidated statement of cash flows under cash

outflows is as follows:

Within operating activities
(payment for short-term lease)
Within financing activities

(ivy HERSRHARE

§|J7J_/\£‘Hﬂ/\fﬁi//lugimfﬁi/mﬂj W]
RERHBENOT :

REEEEHA
(BEEREHES)

RBERHA
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Notes to the Consolidated Financial Statements
e HRERMEE

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

19. GOODWILL 19. B8

HK$'000

FAT
Cost R A
At 1 July 2018 RZZE-N\FtH—H 1,739
Exchange realignment VE 5, o B (69)
At 30 June 2019 and 1 July 2019 RZE-NFEARA=TBE=ZZ—-NFLtH—H 1,670
Exchange realignment VE 5, G B (61)
At 30 June 2020 R_ZE_ZTFA=1H 1,609
Accumulated impairment losses ZEREEBE
At 1 July 2018 RZE—-—NFEH—H 1,739
Exchange realignment bE X 3 & (69)
At 30 June 2019 and 1 July 2019 RZE—NFNA=Z+BE=_ZE—NLFEA—H 1,670
Exchange realignment ME o, 3 B 61
At 30 June 2020 RZEZTFA=1H 1,609
Carrying amount FREE
At 30 June 2020 RZZE_ZEFNA=1H —
At 30 June 2019 RZZE—-NFRNA=1H =
As at 30 June 2019 and 2020, goodwill was allocated to RZBE-NFERZE_ZEFA=1TH &
the Everbest Return Limited and its subsidiaries which are £ H 5 il ZEverbest Return Limited Kz = Bff
principally engaged in the provision of coal mining and BAR EFENEIRHEEERR R EE
construction services. The amount was fully impaired in prior RIEES - ARAIKESEERNLREE -
years as the recoverable amount was less than its carrying ZEERNEFEERIHBE -
amount.
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Notes to the Consolidated Financial Statements

e MR E

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

20. CUSTOMER CONTRACTS

20. EF &4

HK$'000
FAET
Cost R A
At 1 July 2018 RZE—NF+HA—H 322,320
Exchange realignment ME 5, 3 B (12,947)
At 30 June 2019 and 1 July 2019 RZZE—-—NESNA=ZTHEEZ=ZZE—NF+EH—H 309,373
Exchange realignment VE 5, o B (11,261)
At 30 June 2020 MR_ZE_TFA=1H 298,112
Accumulated amortisation and 2t @R RE
impairment
At 1 July 2018 RZFE—-—NF+EH—H 233,143
Amortisation during the year NS 5 13,727
Exchange realignment VE 5, 3 B (9,497)
At 30 June 2019 and 1 July 2019 RZE—NENA=Z+BHE=E—NLF+LA—H 237,379
Amortisation during the year WIS 4,815
Impairment loss recognised for the year & AR 2 5 (E E 1B 65,220
Exchange realignment 5 (9,302)
At 30 June 2020 MNZZE-THFA=1H 298,112
carrying amounts BREE
At 30 June 2020 RZZEZZEFA=1H —
At 30 June 2019 RZZE-NFRA=TH 71,994

The customer contracts have finite useful lives and are
amortised on a straight-line basis over 8—18 years.

In January 2020, the Group received notices from a major
customer (“Major Customer”) that in order to comply with
the Entrusted Management Measures (the “Measure”) which
was issued by the State Administration of Coal Mine Safety
on 6 December 2019, the Major Customer had requested
the Group to terminate all services offered in relation to
the coal mines owned by the Major Customer pursuant to
the customer contract. Details of which were set out in the
Company’s announcement dated 16 January 2020.

Silk Road Energy Services Group Limited
e RIRGEEGR AR

BEFANBRETEANERFY Y REKER
BEIBF M HH -

R-ZE_ZF—F AEEKIKXE—F2E
K%JE(FEK%JEJ)E’JL%H 7B ST B R R
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Notes to the Consolidated Financial Statements

20. CUSTOMER CONTRACTS (continuead)

21.

The Major Customer had not renewed the coal mining
services agreements with the Group after their respective
expiration on 31 December 2019. Other than the Major
Customer, the Group has also rendered coal mining
services to another customer (“Remaining Customer”).
The relevant coal mining service agreement with the
Remaining Customer originally would be expired in June
2021 (“Existing Agreement”). On 17 June 2020, the Group
and the Remaining Customer has entered into a termination
agreement (“Termination Agreement”) to terminate the
Existing Agreement with immediate effect in order to comply
with the Measure. Upon signing the Termination Agreement,
the Group was no longer offer coal production services to its
customers. Details of which were set out in the Company’s
announcement dated 17 June 2020. In view of these, the
carrying amount of customer contracts is fully impaired and
recognised an impairment loss of HK$65,220,000 (2019: nil)
is recognised in the profit or loss during the year ended 30
June 2020.

FINANCIAL ASSETS AT FAIR VALUE

THROUGH OTHER COMPREHENSIVE
INCOME

Financial assets at FVTOCI %

20.

21.

AFEHARMEZEREZ SREE

REMBHRRME

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

BEEE#H®)

BERERRREHRSER_E—NLF+=
A=+—HEm#E FEFXLALE|EXREHEH
BEZZHhE BREIERERPI  AEETS
M5 — %%ﬁ((ﬁﬁ?%}fﬁ%fﬁmﬁ%ﬁ%ﬁ&
%o ERT R 2B EERKERSHE
RERZZ_—FNAEB(REmZED -
RZE_ZEF AT AEEEBKTE
)573;L—r<<#ﬂ#/£>> SR (HXJtTmJ
#E) ARIEBE B HE - BMBARER -
ERILHEE ZF%@%KEW,H\@}E%@E
k%ﬁ:i%ﬂlﬁk HEHRARFGHERAE =T
TFEAATEENRAEG c BERU - BF
’Jﬂﬁﬁﬁﬁﬁﬂiﬁﬂﬁ WRBEZZTZ

Ti/\ﬂ THELEFEZERTERRES
865,220,000 T (ZF —NF : &) o

SAVEHALMEAREZS

A

2019

35 —NE

HK$°000 HK$'000

7 FET

The unlisted equity securities are issued by a private entity
incorporated in Hong Kong.

These investments were not held for trading. Instead, they
were held for medium to long-term strategic purposes.
Accordingly, the directors of the Company elected to
designate these investments in equity instruments as at
FVTOCI. The fair values of these investments were closed to
zero as at 30 June 2019.

During the year ended 30 June 2020, the directors of the
Company approved to strike off a subsidiary of the Company
which held the financial assets.

e 7 R A BB 5 o 7 S A9 L A
RE%T -

SERELTHEEE  MEISTRHH
R ¢ Bt AAAESREEEREE
HTERARRATEIA LR E R -
SERER-E-NEAA=TAZATME
BIET -

BEZZ-_THEA=-THLEFE A2
EERERBAR 7%%%@%;@?5’]%?”
=
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020

BE

22.

—E-EFANA=TRHILEFE

INTERESTS IN ASSOCIATES/AMOUNT DUE 22. RAEt& AT 21 ﬁi/@ Uy — [ B
FROM AN ASSOCIATE & NTFIE
2019
T_TF —E-NF
HK$'000 HK$'000
FET FHET
Cost of investment in unlisted associates 1% & 3 B & A 7] 2 B 2 316,134 316,134
Share of post-acquisition losses and FEMH U R BB K&
other comprehensive expense Hib2HEMAX (119,464) (119,464)
Dividend received 2 U % & (43,000) (43,000)
Dividend receivable (included as amount  f& U I% B (5t A f& Uy — &
due from an associate) & N A FRIE) (169,000) (169,000)
Gain on deemed dilution in interests RIEE BB ENT R 2
in associates (note a) W 2= (B &a) 15,330 15,330
Amount due from an associate (note b) &Y — Bt = A R 1A
(Kt 5ED) 169,000 169,000
Less: impairment loss recognised B EERZBEESE (146,661) (133,510
22,339 35,490
Notes: B =
(a) In prior years, Asset Management International Limited (“Asset (a) i@ EFE - Asset Management International

Management”) issued 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 issue, the Group’s shareholding in Asset Management was
decreased to 30%. A gain on deemed dilution of HK$15,330,000 was
recognised in profit or loss in prior years.

The amount due from an associate is unsecured, interest-free and
expected to be recovered within one year from the end of the reporting
period.

The impairment provision for amount due from an associate is based
on assumptions about ECL. In determining the ECL, the directors of the
Company have taken into account the historical credit loss experience,
the financial position of the associate as well as the future prospects
of the industry in which the associate operates, considering various
external sources of actual and forecast economic information, as
appropriate, in estimating the probability of default.

As at 30 June 2020, the directors of the Company estimated the
accumulated impairment loss of amount due from an associate being
HK$146,661,000 (2019: HK$133,510,000).

There has been no change in the estimation techniques or significant
assumptions made during the current reporting period in assessing
the loss allowance for amount due from an associate.

Silk Road Energy Services Group Limited
e RIRGEEGR AR

Limited (TAsset Management|) A — & B F =
F TR NS - I UK BR{E fE40,000,0007% T Y
ETEBLETRMHIERNKE - RREEITTKE -
NEE R Asset Management 2 B4 4 £30% ©
RBEFE - R 1E#E 2 W 5315,330,000% TR
BEANTER -

W —FBERBRASEER 2EREH
PR E SR — @Wﬂﬁl@o

Bl —HBE AR RENRERBHIEREH
fﬁiiﬁﬂféh%?ﬁﬁ’ﬂﬁx& RETEEBEEERE
ARBEFCEEELEREBRRZE BHEAT
BRI IS AR IA R B AR BT AEIT R AR
AR REFTENTEMEREZRRN NN
ERERRBELEER (HER) -

\:;:?E/‘Tﬂ_+5 RAREFHETER—
R HE & R R IB ) REHR(E B 18 S 58 /5146,661,000
BT (ZZ—NF : 133,510,000/8 7T) °

AR EEA - 7Tl FE U i A BRI A B 1R
1%E‘Jfﬁfﬁ&%ﬁﬁiiﬁﬁmlﬂi%iﬂﬁt °



22.

Notes to the Consolidated Financial Statements

INTERESTS IN ASSOCIATES/AMOUNT DUE 22.

FROM AN ASSOCIATE (continuead)

Movements in the impairment loss of amount due from an
associate (lifetime ECL — credit impaired) are as follows:

REMBHRRME

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

U —RBERR(ZHBEHEEBEE—F
ERE)REZREBIEZSEINMT :

2020 2019

—E-FF —NF

HK$'000 HK$'000

FET FAT

At 1 July Rt H—H 133,510 126,000
Impairment loss recognised R REEIE 13,151 7,510
At 30 June RNAB=+H 146,661 133,510

As at 30 June 2020 and 2019, the Group has interest in the
following associate:

Principal Class of
Form of Country of place of shares
Name of Entity entity incorporation operation held
TE iR 5
ERER EEKS aE A 32 B R R i B il
Asset Management Incorporated  British Virgin Islands Hong Kong Ordinary
(the "BVI")
Asset Management A Bz EEERRES B Lak
(ERERRHES])

ZT-NF:30%) (=

Z-AFERA=THE K

n= -
= NGILE g i

T_TEFER
B AT 7 B

Proportion of

ownership interest

or participating Proportion
shares held of voting
by the Group power held Principal activities
AEBRE
FEREER FEREE
SERGEA L BAL ETEEH

30% (2019: 30%) 30% (2019: 30%) Investment holding

30% 0% REZER

Z—NE :30%)
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

22. INTERESTS IN ASSOCIATES/AMOUNT DUE 22. REt& NT 2% FE Uk — [ B

FROM AN ASSOCIATE (continued) ENTRRIE (&)
The summarised financial information in respect of the HAEBEERNTE HERNR (AERE
associates that is material to the Group and is accounted for ARHMBER B EZEHNMNT :

using equity method is set out below:

Asset Management and its subsidiaries Asset Managementk HE & A 7
2020 2019
—E_ZH —E-NF
HK$'000 HK$'000
TET FB T
Non-current assets EmBE E — —
Current assets mENE E 23,617 35,477
Current liabilities mEAE (188,550) (187,323)
Net liabilities FAE (164,933) (151,846)
Year ended Year ended
30 June 2020 30 June 2019
BEZZ-_Z2F EEEIEIayis
NA=+H ~NA=1H
IEFE IEFE
HK$'000 HK$'000
THET FE T
Revenue & 27 356

Loss and total comprehensive expense AEEEBEEREZBERST

for the year 22,028

160 Silk Road Energy Services Group Limited
e RIRGEEGR AR



Notes to the Consolidated Financial Statements

22. INTERESTS IN ASSOCIATES/AMOUNT DUE

FROM AN ASSOCIATE (continuead)
Asset Management and its subsidiaries (Continued)

Reconciliation of the above summarised financial information
to the carrying amount of the interests in the associates
recognised in the consolidated financial statements:

Net liabilities of associates NElZ FEE

22.

REMBHRRME

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

RBE AR 2R FE W —

EATMIEE)
Asset Management & H [ B 2 7 (&)

EXBBZHBEEREES P RRER
ZRBERFZERREELRNAT

Net liabilities of associates BENR 2 FaE
Proportion of the Group’s ownership

interests in the associates X N=palnd

AEBERBERE 2 HE R

Group's share of net assets

of the associates (note ¢) (Pt 3% )

AEBEIEHREAREEFE

REBENEENF) 2
ARmEE

Carrying amount of the Group's interests
in associates

Note c:

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 the equity method. The unrecognised share of those associates, both
for the year and cumulatively, are set out below:

Unrecognised share of losses of associates for the year 78 & £ 7K i 52 F& 4 Bt

BREER

2020 2019

—E-EHF —

HK$'000 HK$'000

FHET TET

(164,933) (151,846)

(164,933) (151,846)

30% 30%

B &EC

K‘%lfgfﬁ GENFIEEFEAT  HIEREAEEE
JJ:EEWL/\FE1£ "’M"TEETE LA & FE AR R A BRE R

Accumulated unrecognised share of losses of associates R &t AR E(EH 2 AR EE

SEHEN—BBHEARAZEESAIBBENEE A
AlZ M ° BZ% it AR AR RELEER(FARER)
T

2020 2019

—EB-EF T -NF

HK$'000 HK$'000

FERT FHIT

3,926 6,608

38,603 34,677
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Notes to the Consolidated Financial Statements

e MR E

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

23. TRADE, BILLS AND OTHER RECEIVABLES 23. ESFEWRE EREERHM
P& W 5k 18
2020 2019
—F=%F —T-NF
HK$'000 HK$'000
FHET FE T
Trade receivables B 5 1 WK TIE 58,086 76,020
Less: allowance for impairment BB S W R IR R E B
of trade receivables (G :3:{0)] (10,301)
46,406 65,719
Bills receivables JE W = 1% 46,317 59,463
Receivables arising from dealing BE FMBEHFMES 2 EIIE
in listed securities 871 1,730
Prepayments (note) T8~ K18 (B a) 5,412 21,700
Other deposits paid, net of allowance  HME i< - Bk R E B E
for impairment 22,944 19,884
Other receivables, net of allowance Hith fE WSk I8 - BRI E R E
for impairment 11,531 10,957
133,481 179,453
Less: Prepayments classified as B D HERIIERBDEEZ
non-current assets (note) T A (B 5E) (10,322)
Current portion included in trade, bills A EZEUERIA « EUIEE &
and other receivables Hih e R IB 2 g 3o 133,481 169,131

Note: Upon adoption of HKFRS 16, non-current portion and current portion
of prepaid lease payments of HK$10,322,000 and HK$7,165,000
respectively are reclassified to right-of-use assets.

As at 30 June 2020, the gross amount of trade and bills
receivables arising from contracts with customers amounting
to HK$104,403,000 (2019: HK$135,483,000).

All the bills receivables are aged within 180 days (2019: 180
days).

Silk Road Energy Services Group Limited
e RIRGEEGR AR

MiaE: RIEMBEBHBREELF 165K - BNEEN
KA FE R B #F 0 0 B #R 3 3 Bl 2310,322,00078
JT]7165,0008 7T - WEHDREEAEEE -

RZE_ZEFA=1H BFAYELEZ
B 5 UG IE K FE W R 15 42 ¥E 5104,403,000
T (ZZ — L4 : 135,483,00058 7T) °

IBRKER ZRES THEIBIBOR(ZF—
L& 1 180K) ©



Notes to the Consolidated Financial Statements

23. TRADE, BILLS AND OTHER RECEIVABLES

(Continued)

The Group grants a credit period of 30 days to its customers.
No interest is charged on overdue trade receivables. The
following is an aged analysis of trade receivables, net of
accumulated impairment loss, presented based on the invoice
date at the end of the reporting period:

0-30 days 0ZE30%

31-60 days 31E60K
61-90 days 61290K
Over 90 days B A90K

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

WRE - BREERHA

. ESE
PE W SR8 ()

AEERTHEFPHBREN /30X - @1 H
MWEZRKFIRLTFE - RBEHR - &
BREB2IZEHRWFIE - 2HKREFR
BEBZEE MO :

2019
—E—NF
HK$'000
FHET

29,647
22,180
7,690
6,202

65,719

The Group measures the loss allowance for trade receivables
at an amount equal to lifetime ECL. The ECL on trade
receivables are estimated using a provision matrix by
reference to past default experience of the debtor and an
analysis of the debtors’ current financial positions adjusted
for factors that are specific to the debtors, general economic
conditions of the industry in which the debtors operate and
an assessment of both the current as well as the forecast
direction of conditions at the reporting date.

Except for an amount of HK$30,133,000 from a debtor at
30 June 2019, the Group’s trade receivables as at 30 June
2020 and 2019 are related to a number of customers with
common risk characteristics and the Group's historical credit
loss experience does not indicate significantly different loss
patterns for different customer segments, the loss allowance
based on past due status is not further distinguished between
the Group's difference customer bases. In addition, as at
30 June 2019, an amount of HK$30,133,000 from a debtor,
which was well-known among industries it operates, with long
relationship and a significant outstanding balances with the
Group was assessed for ECL individually.

AEEREERN2HMEHNEEFRENES R
AAEBSRKKAZERER BEHENK
RENEREEERLI2EZEBANBE
EHLBERHEBAERNPES AT
ERBEREMGS  YREBEEBANTTE
AE EHAREMETRABEENRR
AR R & BB E AT R K T8RO B
[z FHAEH A -

RZFBE—NFNA=Z1+H BKRKE—REK
A B 5XIH30,133,0008 T 9 * REB R -Z
—EFER_E-NAFAAZTHNESERK
RIBHA-REREEOREZTFEBE R
BEAEENELEEBELR TR 4
APEPHBELEBANBAIEEEEZR
HEREAHESFEBEBERERRE
—TEAITENEFEE - It RZFT—
NEANA=1TH BAKEHRERBBEERL
HEAWMREELERNKE —BEBFAHNK
130,133,000 7T (R R FT 8 & 1T £ A %) T)
HIEBEEBEETEBIFMG -
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

23. TRADE, BILLS AND OTHER RECEIVABLES 23. EZEWRIE  BERWRER HAt

(Continued) EWERIE &)
The following table provides information which is assessed TREHBREBEREEENGNER -

based on provision matrix.

Weighted
average Gross
expected carrying Loss
loss rate amount allowance
nfEFg
As at 30 June 2020 REZB-ZEEARNA=1H BEEEFEES REAE BEREE
% HK$'000 HK$°000
% FET FHET
Collectively assessed SR
0-30 days 0£30K 8.08%
31-60 days 31E60K 8.33%
61-90 days 61E90K 8.33%
Over 90 days i 190K 71.75%
Weighted
average Gross
expected carrying LosS
loss rate amount allowance
hn#E 15
At as 30 June 2019 R-ZE—hFANA=Z+H FEHEEX REAE EEEE
% HK$'000 HK$'000
% FA& T FA& T
Individually and collectively assessed &l Bl & &= B8 &7 1
0-30 days 0230K 0.46% 29,785 138
31-60 days 31260K 1.39% 22,493 J18
61-90 days 612 90K 1.81% 7,832 142
Over 90 days B 3EO0K 61.02% 15,910 9,708
76,020 10,301
164 Silk Road Energy Services Group Limited

HIRBEERIREEEBARAF



Notes to the Consolidated Financial Statements
e HRERMEE

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

23. ESFEWRE EREERHM
PE W SR8 ()

BHRBAERERBEZESHNT:

23. TRADE, BILLS AND OTHER RECEIVABLES

(Continued)

The movements in the allowance for impairment of trade
receivables are set out below:

HK$'000

FAT
At 1 July 2018 RZZFE—NF+H—H 3,638
Impairment loss recognised MR ZBEERE 6,873
Exchange realignment & 5 (210)
At 30 June 2019 and 1 July 2019 RZE—-—NEFEANA=ZFTHEHEZZ—NLFEHA—H 10,301
Impairment loss recognised TR 2 BB B 1B 1,771
Exchange realignment VE 5, 5 B (392)
At 30 June 2020 MNZZE-TFA=1H 11,680

For other deposits paid and other receivables, the directors
of the Company determined the expected credit losses based
on individual assessment after taken into account historical
settlement records, past experience, and also quantitative
and qualitative information that is reasonable and supportive
forward-looking information.

HRNEMDNIZES M EMERFKIE - AAF]
EERERBEAECLE  BEKRAR
EENEMEH(AEARNAEEER)®”
ERNERFEEEEREEESR -

The movements in the allowance for impairment of other HteE ek EMmERRBBREREG 2

deposits paid and other receivables are set out below: BET

HK$'000

FA& T
At 1 July 2018 RZZE—NF+LA—H =
Impairment loss recognised BRER R E B 18 2,289
Exchange realignment ME 5, 3 B (21)
At 30 June 2019 and 1 July 2019 RZZE—NEFESNA=Z+BE=ZE—NLFLA—H 2,268
Impairment loss recognised BRER A B 18 3,131
Exchange realignment M 3 B (112)
At 30 June 2020 RZZE_ZEFNA=1H 5,287

Annual Report 2020
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Notes to the Consolidated Financial Statements

e MR E

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

24. LOAN RECEIVABLES

24. B E K

= £

Loans g
Less: impairment losses recognised L FE R

B & B

2020 2019
HK$ 000 HK$'000
THET FET
208,706 185,082
(9,409) (7,960)
199,297 177122

At 30 June 2020, other than a loan to a third party with
an aggregate principal and accrued interest amounting to
HK$3,027,000 (2019: nil) is secured by a second charge
of a property, all other loans to third parties with an
aggregate principal and accrued interest of HK$196,270,000
(2019: HK$177,122,000) are unsecured, bear fixed interest
ranging from 5% to 20% (2019: 5% to 20%) per annum
and are repayable within one year and thus classified as
current assets. Loan receivables of HK$112,030,000 (2019:
HK$92,270,000) are guaranteed by guarantors.

The loan receivables are due for settlement at the date
specified in the respective loan agreements.

In determining the ECL for loan receivables, the directors
of the Company have taken into account the historical
data together with other external available information and
they are adjusted to reflect current and forward-looking
information on macroeconomic factors.

There has been no change in the estimation techniques or
significant assumptions made during the current reporting
period in assessing the loss allowance for loan receivables.

Silk Road Energy Services Group Limited
e RIRGEEGR AR

EA—;—*E/—\H*nLEl K & ££3,027,000
BL(CE—NF B)EF—RBE=ZH2—
,\ff?ﬂ$i?]l]}*.ﬁrﬂ§EEI—IE#%%Z%_IE
R IR AN » BT E A ££196,270,0007
T (=T — L4 177122,0005 7T) & T 5 =
E2i5¥k$éﬂu$u+ﬂ§7%ﬂ%fmﬂ & E
FEFIR5%ZE20% (=T —4F : 5% =20%) 5+
E&Fgﬁ/\_qsz@ﬁ WMOEARHEE -
112,030,000 T (=& — L. 4F : 92,270,000
T ZEWERAERAER -

ERURERNEBRERHERETE B H2BH

/IEJ1E ©

RETRKRERNBHESEERRK  AQ
%%Eﬁr&@ﬂi%ﬂﬁ&ﬁﬁwl\*%—ﬁﬁﬁﬂ
WHETHBARRZBREERNZHRE R
AT ML EHL -

RABEA - FAEEKRERNE R BB
MERMREABRRL RBEEZ -



Notes to the Consolidated Financial Statements
e HRERMEE

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

24. LOAN RECEIVABLES (continuead) 24. ERE K@)
Movements in the impairment loss of loan receivables are as EWERZ BREBEZESHIIMAT:
follows:
Lifetime ECL —
12 month ECL Lifetime ECL  credit-impaired Total
2 A 78 H
128 BTE 1 %+ Hi 78 HR EEBE —
EER EEER EERE at
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FAT FET
At 1 July 2018 R=ZE—-N\FE+H—H 1,934 = 13,984 15,918
Impairment loss recognised REAFEERZBE
during the year, net BB 58 (352) 6,315 176 6,139
Amount written off HsE 2 %R — — (13,984) (13,984)
Exchange alignment BEE 34, 38 B (72) (39) 2 (113)
At 30 June 2019 and 1 July 2019 R=ZF—hAFA=1H
—hEtA—AR 1,510 6,276 174 7,960
Impairment loss recognised RAFERRZHE
during the year, net BB FE (851) 2,098 444 1,691
Exchange alignment BE 38 & (43) (191) ®) (242)
At 30 June 2020 RZEZTFA=1H 616 8,183 610 9,409
25. CONTRACT ASSETS 25. EHNEE
2020 2019
—ECEHF —E-NF
HK$'000 HK$'000
THET FAT
Unbilled revenue of a construction contract — a2 E A4 2 REE U A
(note a) (Mf=xa) —
Retention receivables of excavation works, Z# T2 EUWNREE & » /F 58
net (note b) (MF3ED) 4,726
4,726
Annual Report 2020 167
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

25. CONTRACT ASSETS (continued)

Notes:

@)

Unbilled revenue included in contract assets represents the Group's
right to receive consideration for work completed but not yet billed
because the rights are conditional upon the satisfaction by the
customer on the construction work completed by the Group and the
work is pending for the certificate by the customer. The contract
assets are transferred to trade receivables when the rights become
unconditional, which is typically at the time the Group obtains the
certification of the completed construction work from the customer.

For certain excavation works, the Group agrees to one year defect
liability period for 5% to 15% of the contract value. The amount
is included in contract assets until the end of the defect liability
period as the Group’s entitlement to final payment is conditional
on the satisfaction of the service quality by the customers over a
certain period as stipulated in the contracts. The contract assets
are transferred to trade receivables when the rights become
unconditional. The due dates for retention receivables are usually one
year after the completion of related excavation works.

The Group classifies these contract assets under current
assets because the Group expects to realise them in its
normal operation cycle.

The Group has applied the simplified approach permitted by
HKFRS 9 to measure the allowance for credit losses at lifetime
ECL. As at 30 June 2020, the weighted average expected
loss rate applied to contract assets was approximately 8.08%
(2019: 0.46%).

During the year ended 30 June 2020, HK$738,000 (2019:
HK$61,000) was recognised as provision for ECL on contract
assets.

Silk Road Energy Services Group Limited
e RIRGEEGR AR

25. EHNEE#®)

B R

@) AR EEZ RBEERAEAEERRERET
BERFEETRRRENERN  RERKZEENER
RREPHAKBE D EKWELETRZNRHEE -
BEZTRRETEPAE - B FRMKAEK
HR(BEERASEREPEBSETKMNESET
REAR) GHEEEBEEZRERE -

(b) RETERIEMS  ARERE—FHNREH
REREENSSEIS% . ZeBEBERANEE
N BEEREHERAL  RESAEENRK
NREFBORNE P E S LR E N —EFMH
NERBEZNMERE - EXFEMNKAE
GRIE  GHNEAEBRERSBUKFIR - BIR
RESWIHEBE T EMABNZETRZEKZ
BE)— 4 o

AEERZEANEESIEERDEER
TN REASASEEANE - REEEHNR
BREMEE -

AEBERABRBVBHRELAMEIRA
FHNEIER AT E2BBEHEEBETH
EEBEEREB BE_ZT_TF A=
H BARGHEEMNIEFBEHENA
8.08% (=T —FF : 0.46%) °

HE_Z-_ZFEXXA=1TBHILFE B¥R
MEWNEE 2 TEH{EEEIBREE A738,000
BIL(ZZE—NF: 61,0008 ) °



Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 30 June 2020

HE-_T-_ZTFA=tHILLEE
25. CONTRACT ASSETS (continued) 25. ENEE®)

Movements in the impairment loss of contract assets are as EREEZREBBZEHNAT :
follows:

HK$'000

FAT
At 1 July 2018 RZE-N\F+HA—H —
Impairment loss recognised R 2 EBE 61
Exchange realignment ME 5, o & (1)
At 30 June 2019 and 1 July 2019 RZEBE-NAFAA=FTHEEZZE-AFtH—H 60
Impairment loss recognised Rz EBE 738
Exchange realignment ME 5, o & ®)
At 30 June 2020 RZZE_ZEFA=+H 790

26.

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

Equity securities listed in Hong Kong,

at market value BmE

WE ETHRAES

26. FEBREAFEARZERE

E
2020 2019
—E-RF —E-hF
HK$'000 HK$'000
FET FTET
28,662

The fair values of these investments are determined with
reference to quoted market bid prices.

During the year ended 30 June 2020, when Mr. Cai Da, was
also a shareholder of JLogo Holdings Limited (“JLogo”), the
Group acquired 505,000 ordinary shares of JLogo from the
open market with a total consideration of HK$405,000.

ZEREBEZRFEDZEMKRZTHEA

BET -
BE_ZT _ZTFA=1tHILEE &&=
?ﬁiﬁjmﬂﬁ TREER AR ([BAE ) z—

Z AR R B - & B LA 421X (B405,000% T B
N AT 5 B8 A A 8 2505,000 & i A
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Notes to the Consolidated Financial Statements

e MR E

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

27. CASH AND CASH EQUIVALENTS 27. e RBESEEY
As at 30 June 2020, the Group's bank balances carried RZEZTFA=TH ANEEHNRITE
interest at rates ranging from 0.01% to 1.2% (2019: 0.01% to BN T0.01%E1.2% (ZF—NF : 0.01% =
1.2%) per annum. 1.2%) 2 FFE5H 8 -
Include in cash and cash equivalents are the following RekBReEEYBRENIINEEEE TR
amounts denominated in currencies other than the functional B2 a%fﬁpﬁ%@x SN BHTIE 2 &8
currencies of the relevant group entities to which they relate:
2019
—ZE-NF
HK$'000
FAT
United States dollars (“USD") Ex(*Erxl) 270
28. TRADE AND OTHER PAYABLES 28. ES R HMtEETRIE
2019
— N
HK$'000
FHB T
Trade payables g SR HIE 8,614
Deposits received BiEE 2,454
Payables for acquisition of property, plant WEW X - BMERREZ
and equipment &~ %R 1,150
Accrued mining service costs on TR T2 2 Bt ERTERTS
excavation works BN 6,205
Accrued staff costs JEET B T B A& 32,230
Other tax payables o {th FE < 74 18 9,518
Accrued expenses JE 5 X2 1,874
Interest payable (note 29) JE £ 7 2. (Bt 5529) 1,235
Other payables H b & < 5B 1,309
64,589
170 Silk Road Energy Services Group Limited
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28.

29.

Notes to the Consolidated Financial Statements

TRADE AND OTHER PAYABLES (continuea)

The following is an aged analysis of trade payables based on
the invoice date:

0-30 days 0Z230:X

31-60 days 31260K
61-90 days 61E90K
Over 90 days B A0K

28.

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

EZREMENRE®

REZHZ2Y| 2 BHENRIE 2 Rk DT
N

2019
—E-NF
HK$'000
FHT

6,501
628
61
1,424

8,614

The average credit period on purchases is generally from 30
days extending up to 90 days for major suppliers.

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 rate
of 6%.

As a result of the contingent consideration agreement in
respect of the acquisition of Everbest Return Group, part of
the promissory notes issued of HK$97,877,000 was written
back during the year ended 30 June 2016. There was early
redemption of promissory notes with carrying amount of
HK$44,892,000 during the year ended 30 June 2017.

29.

TEHERBEE 2 FAREKS &N FI0K
EXZI0OK °

AHEE

R-ZE-—RAE+A=1+—HB XAFLK
f# Everbest Retun & B ZE T AL BE &
304,000,000 JT 2 B # # & B o & L
EEEN_TE_TELA=+HIH  &1%
ZEMEGE - FMERFHEREIMN - AR
AAR=-_ZE— A" +A—BREEZZEEHA
AT — B LE B A BER B B 2 ek 2B 0 & L =
¥R o BT E IR LA6% B BR T =K 3 8 8 K AN 5T

=
E©

B 7 U B8 Everbest Return£s & A sk 28 (B 17
% BRI AR E 97,877,000 T E
REBEE-_E—RNENA=ZTHIEFEED -
REBEE-_ZE—+FEA=Z1THILFEE - &A
5% [0 BR 0 (B A&44,892,00078 JT A & H Z 4 o
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Notes to the Consolidated Financial Statements

e MR E

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

29. PROMISSORY NOTES (continued) 29.

On 31 July 2020, a deed of settlement has been signed
between the Company and a noteholder. Pursuant to the
deed, HK$23,472,283 was paid to the noteholder on 14
August 2020, and HK$100,000,000 will be paid on or before
31 July 2021 (the “Instalment”). The Company may pay
the Instalment or any part of the Instalment in multiple of
HK$1,000,000 at any time before the repayment date of
31 July 2021. The interest rate on the Instalment is 3% per
annum.

Movement of promissory notes issued is as follows:

AHEEE @)

N-ZE-ZTELA=1+—H AQRAEEE
HBEABRI MR - BREZZLH B
—T_ZFE)N\ATEHERZEEEA SN
2347228380 W R _ZE-_—Ft A=
+— B 8% 2 A 52 100,000,000 7t ([5 A 1+
FD) e RRR AR T —FE+A=1+—H
12 7% B EA B 4T {7 B RS A 1,000,000 7T 59 15
SN DB RS BN ERED o 2D
B R FEFEA3% ©

BRTALERZEFHNT:

2020 2019

—F-FF —E-NF

HK$'000 HK$'000

FHExT FHB T

At 1 July REtHA—H 117,267 111,771
Imputed interest recognised (note 10) BRERHEE R & (M 5E10) 7,064 6,731

Coupon interest reclassified as BN BEAEMENRELZ

other payables (note 28) Zm|F B (M 5E28) (1,235) (1,235)
At 30 June RAXA=+H 123,096 117,267

Silk Road Energy Services Group Limited
e RIRGEEGR AR




Notes to the Consolidated Financial Statements

30. DEFERRED TAX ASSETS (LIABILITIES)

BEEHRIREE
ERETRIERE

Deferred tax assets
Deferred tax liabilities

REMBHRRME

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

30. EEHIREE(AE)

2019
— &
HK$'000
T TT

11,108
(17,998)

(6,890)

The following are the major deferred tax assets (liabilities)
recognised and movements thereon during the current and

UTAAEERBEFECERNIERLE
MELSEBBREZ

prior years:
Fair value
adjustment on
property, plant
and equipment
Impairment of and customer
receivables contracts Total
M¥E BEREE
P& W = E UREEEHN
ZHE ZAFERE &5t
HK$'000 HK$'000 HK$'000
FAT FAT FAT
Balance at 1 July 2018 RZZE-NFLA-—BZ& 12,373 (19,811) (7.438)
Credit to profit or loss (note 11) sTAE = (T 5E11) 253 948 1,201
Exchange realignment BEE 5, 58 B (1,518) 865 (653)
Balance at 30 June 2019 RZE-NFANA=THz#&% 11,108 (17.998) (6,890)
(Charge) credit to profit or loss A8z GR) 5T A (BT EE11)
(note 11) (4,005) 17,509 13,504
Exchange realignment BEE 5, 58 B (366) 489 123
Balance at 30 June 2020 RZZE-ZTF A=FTHZE 6,737 = 6,737

At the end of the reporting period, the Group has unused
tax losses of HK$138,774,000 (2019: HK$125,717,000) available
for offset against future profits, out of which HK$122,078,000
(2019: HK$$113,321,000) that may be carried forward
indefinitely and the remaining tax losses of HK$16,696,000
(2019: HK$12,396,000) will expire within five years from the
year in which the respective loss arose. No deferred tax
asset has been recognised in respect of the tax losses due
to unpredictability of future profit streams.

REREEIR - ANEE G 138,774,000 7T (=
T — 4 : 125,717,000 7o) 2 K 8 B 7 %
&5 18 PT 4K 85 R AOm A - EA122,078,0007% 7T
— T — % : 113,321,000 JT) 7] A £ [R HA
WEE - MR T 2 F 5 E5 816,696,000 7T (=
T — N4 112,396,000 70) 5 A B B BB E
EFMARFEARE M o I8 E R K s ) 5OR &
EEAMBEHE S EEEREMNECTHIAEE
E °

Annual Report 2020
20204F =R

173



Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

31. SHARE CAPITAL 31. BA
Number of
shares Amount
i =] £ 8]
HK$'000
FAT
Authorised EE
As at 1 July 2018, 30 June 2019, RZFE—-—NFEtH—-H"
1 July 2019 and 30 June 2020 —E-NAFAA=TH"
“E-hAhFLtA—AHK
—E-TERNA=TH 30,000,000,000 1,500,000
Issued and fully paid ERTRAR
As at 1 July 2018, 30 June 2019, RZE—NFtHA—H"
1 July 2019 and 30 June 2020 ZE-hFERNA=TH"
ZE-hEtLtA—HK
T FRA=TH 7,492,562,338 374,628
None of the Company’'s subsidiaries purchased, sold or AAFRIMBRARBERFTARE « HENE
redeemed any of the Company’s shares during the vyear. B ARRQBERBKHD °
174 Silk Road Energy Services Group Limited
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Notes to the Consolidated Financial Statements

THE COMPANY

32. STATEMENT OF FINANCIAL POSITION OF

NOTES
B 5

Non-current asset IERBE E

Unlisted investments in subsidiaries RMBAT ZIELHEE
Current assets mE & E

Prepayments, deposits and FERIE - Be Rk

other receivables E b e U SR IR

Amounts due from subsidiaries JiE Us B BB A B ZR B @)

Bank balances and cash WITHEBR M2
Current liabilities mEAE

Accrued expenses e X

Amounts due to subsidiaries JETB B AR 2 5K 1E (b)

Promissory notes EHEE 29
Net current assets mEEEFE
Total assets less current liabilities BEERTEAGE
Non-current liability ERBEE

Promissory notes EHEE 29
Net assets BEFE
Capital and reserves BEARRFEE

Share capital % 31

Reserves Gk (©
Total equity T R

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

32. DT B R &

2020

—g-%%F

— =

HK$’000
THET

2019

NG

HK$'000
TAET

966
477,713
14,232

1,532
578,450
18,165

492,911

598,147

3,269

123,096

126,365

3,271

366,546

594,876

366,547

594,878

117,267

366,547

477,611

374,628
(8,081)

374,628
102,983

366,547

477,611
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020

HE=

32.

33.

ToTENASTALEE

STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (continuea)

Notes:

(a) Amounts due from subsidiaries are unsecured, non-interest bearing
and repayable on demand. During the year ended 30 June 2020,
the directors of the Company have performed an impairment
assessment based on the expected credit loss model. As at 30
June 2020, the carrying amount of amounts due from subsidiaries
was HK$477,713,000 (2019: HK$578,450,000), net of accumulated
impairment loss of HK$547,332,000 (2019: HK$496,572,000).

(b) The amounts are unsecured, non-interest bearing and repayable on

32. KRB BEMRR T @)

GEX

(@ EUEHNBARRBEAEER 2ERZREKE
B oREBEZTE-TFEAA=THLEFE ' AQ7
EECREEPEEBEBREETRETGE - B
—E-ZEANA=TE BRRKMBARZBERE
8 5477,713,0005% 7T (= & — /1 4 : 578,450,000
75 70) (B 30 Bk 2 51 (8 & 8547,332,0007% 7T (=
T — N4 : 496,572,000/ 7T)) °

(b) FEAREER RSRABIREE-

demand.
(c) ®E
(c) Reserves
Share  Accumulated
premium losses Total
% 17 5 & Rt 8 &t
HK$'000 HK$'000 HK$'000
T 7T T 7T F#& T
At 1 July 2018 R=ZZE—N\F+HA—H 651,897 (529,175) 122,722
Loss and total comprehensive expense for the year ZAFEBHERZ2EAHRX — (19,739) (19,739)
At 30 June 2019 and 1 July 2019 R-Z—AEXA=1+AR
—Z—hE+HA—H 651,897 (548,914) 102,983
Loss and total comprehensive expense for the year AFEBERZEALRAX — (111,064) (111,064)
At 30 June 2020 R_TE_TF 651,897 (659,978) (8,081)

RETIREMENT BENEFIT PLANS

The Group operates a Mandatory Provident Fund Scheme for
all qualifying employees in Hong Kong. The assets of the plans
are held separately from those of the Group in funds under
the control of trustees.

The employees of the PRC subsidiaries are members of the
state-managed retirement benefits schemes (“Schemes”)
operated by the PRC government. The subsidiaries are
required to contribute a certain percentage of their payroll to
the Schemes to fund the benefits. The only obligation of the
Group with respect to the Schemes is to make the required
contributions under the Schemes.

The total expense recognised in profit or loss of HK$5,925,000
(2019: HK$9,239,000) represents contributions payable to
these plans by the Group at rates specified in the rules of
the plans.

Silk Road Energy Services Group Limited
e RIRGEEGR AR

33. RIRERIFE

AEESAAEREAEREERLBFIMER
BEFE - et EMEERRFEAEZESZ
EeRKE BAKENEEDFHEE -

TENBARZEE THPREBNEE ZE
REBERKRBHEE(ZFAEDZKE - Kt
BRRRERZTEREEFEZETAD
AR A BRBAEE - AEEH %A E
ZHE—BERRBEZASMELPHE R -

AEBERBABRAUEENLRINEHR
5,925,000/ 7T (= — AL £F © 9,239,000% 7T)
MRXERHZTEINMHFK  YEEBEETD
TR -



Notes to the Consolidated Financial Statements

34. SHARE-BASED PAYMENT TRANSACTIONS

Share option scheme

A share option scheme (the “Share Option Scheme”) was
adopted by the Company on 12 December 2014 for the
purpose of provide incentives and rewards to eligible
participants who contribute to the success of the Group's
reparations.

The board of directors of the Company (the “Board”) may,
at its discretion, invite any employees, directors, advisors,
consultants, shareholders, contractors, distributors, suppliers,
agents, customers, business partners and services providers
of and/or to any member of the Group whom the Board
considers in its sole discretion, to have contributed to the
Group from time to time (together “Participants”) to take up
options to subscribe for shares of the Company (“Options”).

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 guotations
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.

34.

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

UBRBABRER ZARKZ
BRESE

ARBR—_FT-—OF+-_AT_HRABRK
stal (Bt al) UK RE AR
KEXBORNELERN A ERZEE -

ARREFE((EFE)AIRNBRREFS
ERMBERSETHHUAEEFERNAE
B/ SEAEEEFKERRNEMES -
B HAAER BR 288 2
moHER - REA B EBBHRR
BHRER(REI2EE)ERIARBEARF]
B e R i ([RB AL D) o

BREmBREARRLBRHE28AR T
B - BERATREMNBRERBERAR
AIXMIETERERTRRENKE - B
BEAZBREAINGIRESTER Y
BREREBREDARABRITE - BR
RORTHEFTEEENHR  YHAEFE
BAZEERATBREIRZHRITE
ZHARREHBRES BRI SEBI0FE
e

AEERHEES2RAPBEE  XATE
PRI =FFNEDE : @REER(BEA
REFXABIAMBEHNBARERAED
By W mfE : (D) EZ X B HI AT A% 2

BB <2 BT 3% Y B B R P& A B {719
WiE: RCOBRMHEE -
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34. SHARE-BASED PAYMENT TRANSACTIONS

(Continued)
Share option scheme (Continued)

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").

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 2019 and 2020. As at 30 June 2019 and
2020, no option remained outstanding under the Share Option
Scheme.

Silk Road Energy Services Group Limited
e RIRGEEGR AR

34.

Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

UBRBDARER ZARKRZ #)

BRESE(E)

R IR B AR A AT 8 B R H 3O R B R TT
EORMEBRERTERMAELETHR
BB LR ABARBNRMEAE S BB
BB EITIRAE10% ([FT X EREE]D

WG ARABRMBE LM AE  ARF AR
EAEEEMTERERB -BEERLEB
BEERENEAT—EAME - WXL
SEERIBRREZRTEEEHZA
2HREARRBOZERND BB ERRE
HAMBERZABEBREETEMERT
ARRIBEE A ER 2 ERRARITEZMB
BREMAZBTORNDEABEBRD H
TRDBENI%  AITRRAZ2EERT
BRE - MARBES  TBTHRABSLE
EERABFLEMBEALTR TRERRE
AEREBARFBILIFATESTIE - Ik
Sh - RER T —EAMEAR FARRE
ERRIBIIFNTE TR E 28
BALZBEREBRAAAREAKEDET
B z01%s @EREBEREBREERX
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Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

35. FINANCIAL INSTRUMENTS 35. €T A
Categories of financial instruments ST ERER
2019
—E-NF
HK$'000
FET
Financial assets EHMEE
At amortised cost (including cash 2 5 A AN
and cash equivalents) (BEEEEREEEY) 471,786 521,472
Financial assets at FVTPL LEFZEREAFEARZ
TRLEE 27,038 28,662
Financial assets at FVTOCI BEAFEFAEMEERKS Z
TREE _
Financial liabilities cRAE
At amortised cost 12 8 SH A AN 172,338

Financial risk management objectives and policies

The Group’s major financial instruments include trade, bills
and other receivables, loan receivables, financial assets
at FVTPL, amount due from an associate, cash and cash
equivalents, trade and other payables and promissory
notes. Details of these financial instruments are disclosed in
respective notes. The risks associated with these financial
instruments include market risk (foreign currency risk and
interest rate risk), other price risk, credit risk and liquidity risk.
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.

Market risk
Foreign currency risk

Certain bank balances are denominated in currencies other
than the functional currencies of the entities to which they
relate. The Group currently has not entered into any foreign
currency forward contracts to hedge against foreign currency
risk. Management will consider hedging significant foreign
currency exposure should the need arise.

BHEEAREEEEREE

AEBZIEEMIABREESEWIEA -
W ERE R EMERRE  BRER &
BaBRBAFEARZEREE BRI~
M= ARKE ReRREEED  BH
REMENRAREALER ZFE@MT
BAZHBREBAMNEPIHRE BZE2H
TEARBZRERBEMSER(IMNER R &
MEER)  EMEBRRR - EEER R
PETER - ENZFRR 2 BEETI W
T BERETEMERZFAR  UHERE
RA B RDUEE 5 -

% B

b¥ Y.

ETRITEHBUEBAR ZINBEEEIAINZ
BHTIME - AEBE IR R AEFIMNER
HIEH - RERINERR - HARE - &2
B Z B H mINE R -
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

35. FINANCIAL INSTRUMENTS (continuea) 35. €M T A
Financial risk management objectives and policies HERKREEEERBEK(E)
(Continued)

Market risk (Continued)
Foreign currency risk (Continued)

The carrying amounts of the Group’s foreign currencies
denominated monetary assets, at the reporting dates are as
follows:

Assets EE
uSD xE7T

i ()
S B ()

RBRERS  AEEUIINETIECERKEE
ZHREEWT

270

No sensitivity analysis was prepared for USD as HK$ is pegged
to USD.

Interest rate risk

The Group has exposure to fair value interest rate risk in
relation to the promissory notes and loan receivables for the
years ended 30 June 2019 and 2020. The Group also exposed
to cash flow interest rate risk in relation to the bank balances
for the years ended 30 June 2019 and 2020. 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. The management of the Group
considered that a reasonably possible change in interest rates
would not have a material impact to the Group's result.

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. In addition, the Group will
consider hedging the risk exposure should the need arise.

Silk Road Energy Services Group Limited
e RIRGEEGR AR

HRBTEITHE  REYBREXTH

T & 2 B2

BE_T-NFR-F-_FTFA=tHL
FE AEENALRERERBEERERR

FEMNERR BE_ZE-NER_Z=FT
FRAZTHILEEE  XEENRITERT
HEEE M= X @k o AN & BRI &
EAFERE PR - A ERESEEF
ZEfE  TREFERZEEAEEINEERER
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Notes to the Consolidated Financial Statements

35. FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)
Other price risk (Continued)
Equity price sensitivity analysis

The sensitivity analysis below has been determined based on
the exposure to equity price risk at the end of the reporting
period. If the prices of the respective equity securities have
been 10% higher/lower (2019: 10% higher/lower) with all
other variables held constant, the consolidated loss after tax
for the year would decrease/increase by HK$2,258,000 (2019:
HK$2,393,000) mainly due to changes in fair values of financial
assets at FVTPL.

Credit risk

As at 30 June 2020, 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 is
arising from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement of
financial position.

The credit risk of the Group mainly arises from trade, bills and
other receivables, loan receivables, contract assets, amount
due from an associate and cash and cash equivalents. The
carrying amounts of these balances represent the Group's
maximum exposure to credit risk in relation to financial
assets.

In order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to recover
overdue debts.

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

35. €@t T HE(#)

BERBREEERERRE(E)

5 m (&)
A b (B 15 /7 g (&)
BB SRR DA

LA TR 8RB D A 5 AR 18 1A 3R 45 HA oK A E &Y
BABREBRMETE - HESBRAZAB
I, AD10% (ZF — & 188
210%)  MATEEME B RIETE  KEE
2Rk E A B EER D #H02,258,0007% T
—E—NF 23930008 7T) FEHRK
BHREEATEARZEREEZAFE
5B B) BT B o

FEmE R

RZZF-_TFRA=+H AXFHF KRB
BTEEMEASEARTUBERNAK
SERREERAR ELBRGAEBRR
RN ERERAEHEENREE -

AEBEFEERBRIEFANESEUKHIEA
ENZEREMEEIR  BRER - A4
BE  BE—RBERRFIENNES A
THEEY ZEHRFNEEESAKEE
TRMEEFHENTRSEERR -

AREEREEERR AREEEEERIK
NEBREEEFEERE FEEHEEM
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

35. FINANCIAL INSTRUMENTS (continuea) 35. €M T A
Financial risk management objectives and policies HERKREEEERBEK(E)
(Continued)
Market risk (Continued) w45 A B (&)
Credit risk (Continued) =B (&)
For trade receivables and contract assets, the Group has HEZEKAREREHNEENS ' N&EBE
applied the simplified approach in HKFRS 9 to measure the KAEEBY M EERFEIFRM L H AT
loss allowance for impairment at lifetime ECL. The Group = HBEHEESEENREBERE -~
determines the ECL for customers that are well-known, with SERBERABREBEELEEBRERMEE
long relationship and significant balances on an individual WEBEREARBEBHALEAETERNLE
basis and for the remaining balances, collectively by using BE 4 7 RO - A M B A R R0 IR £ 8 SR L A
a provision matrix, estimated based on historical credit loss ETHERBERREABANNEER
experience, as well as the general economic conditions of WEBMEEERE -ltmsE ARFEER
the industries in which debtors operate. In this regard, the AEAEERNEERRKRE XNERD -

directors of the Company consider that the Group's credit risk
is significantly reduced.

Management considered that the risk of default in respect EREERE  BUEENRTEREERNE
of bills receivables to be low credit risk when there is no ERRE VSRR ANEEME - EREIR
information indicating that they had a significant increase in HENRRAEREERR - Bt EREAEE
credit risk since initial recognition and thus the allowance T R ﬂ%%ﬁ EZRNI2EABHEEES
for impairment recognised during the year was limited to 8 o B/\ TR FERZFE-NFAAA=TH
12-month ECL. As at 30 June 2020 and 2019, the identified E#REBEELAERX -

impairment loss was not significant.

For loan receivables, other receivables and amount due from BERE U E SR~ EL b FE U R TE K FE Uk — )
an associate, the Group has assessed whether there has been EREREME AEBEEFGHEN P ER
a significant increase in credit risk since initial recognition. If 1?: EERREEANEEM - f#HE &R R A
there has been a significant increase in credit risk, the Group PRGN - A& B AR & 2 i 3E 1218 A E’Ji‘éi
will measure the loss allowance based on lifetime rather than HEEEBBETEEEERRG -

12-month ECL.

The credit risk on liquid funds is limited because the HRRZSGEFREBBREENTRRER TS
counterparties are banks with high credit ratings assigned by EETRIBERGZIRT  WABHESZ
international credit-rating agencies or with good reputation. EERRAR -

Silk Road Energy Services Group Limited
e RIRGEEGR AR



Notes to the Consolidated Financial Statements

35. FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)
Credit risk (Continued)

The Group considers the probability of default upon initial
recognition of asset and whether there has been a significant
increase in credit risk on an ongoing basis throughout the
reporting period. To assess whether there is a significant
increase in credit risk the Group compares the risk of a
default occurring on the asset as at the reporting date with
the risk of default as at the date of initial recognition. It
considers available reasonable and supportive forwarding-
looking information. Especially the following indicators are
incorporated:

o internal credit rating

o actual or expected significant adverse changes in
business, financial or economic conditions that
are expected to cause a significant change to the
borrower’s ability to meet its obligations

o significant changes in the expected performance and
behaviour of the borrower, including changes in the
payment status of borrowers in the Group and changes
in the operating results of the borrower

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

35. €@t T HE(#)

BERBREEERERRE(E)

% B (78)
=B E R (&)

AEBRNLHEREERZEREOME - U
ERBEAREHACEERARESHEAXRE
g e RAGEEERRETRERM A&
EREENRESARELNENRREYF
EREMNEZORRETHER AEEEE
BAEAEEBXHHAEEEN - EHE
ERIATHEE:

e RAEEEFNR

e X% MBHLEMNRHREREA
THEHBEHEERERARITEE
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

35. FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and policies

(Continued)

Market risk (Continued)

Credit risk (Continued)

The Group’s exposure to credit risk

The Group's current credit risk grading framework comprises

the following categories:

Category Description

B 5

Performing

B#

Doubtful

* Bk

Default

Write-off

R

o

35. €@t T HE#)
MEEREEEERKE(E)

i ()

1= Em &g (&)

AEBEZEER
AEENEBSEERRIFRERBEAT
=Vl

Basis for recognising ECL
BAAHMEEBENEE

For financial assets where there has low risk of default or 12-month ECL

has not been a significant increase in credit risk since initial
recognition and that are not credit-impaired (refer to as

Stage 1)

HEANR BB P ERE N EE
Z%%_%Ex)

TEREERENEZREE (D

R AEEZENE 12EREHEEEBE

For financial assets where there has been a significant Lifetime ECL — not credit-impaired

increase in credit risk since initial recognition but that are

not credit-impaired (refer to as Stage 2)
B ¥ 2 #E R 1% (5 & & K8 15 08 3 (5

EREEDRE_ER)

&R E H rHEHEEBE—EEERE

Financial assets are assessed as credit-impaired when one  Lifetime ECL — credit-impaired
or more events that have a detrimental impact on the
estimated future cash flows of that asset have occurred

(refer to as Stage 3)

—HERZEEMHBREMBPEENGARRREREELNN 2HBAHEEEE—EBEERE

FEETHECEERENEREE (D

DA =B ER)

There is evidence indicating that the debtor is in severe Amount is written off

financial difficulty and the Group has no realistic prospect

of recovery

FEBEBRTEFARRBEMBRERASELEER SESMH

Uz [2] 5% 78 | 7] BE

Silk Road Energy Services Group Limited
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e HRERMEE

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

35. FINANCIAL INSTRUMENTS (continuead) 35. T A
Financial risk management objectives and policies HERKREEEERBEK(E)
(Continued)
Market risk (Continued) w5 A B ()
Credit risk (Continued) =B (&)
The Group's exposure to credit risk (Continued) AEBZEERR(Z)
The table below details the credit risk exposure of the Group’s TRFAINAEBEFTELETEAEEBET
financial assets and contract assets, which are subject to ECL EHEREERGVNEENEERR
assessment:
Gross Net
Internal carrying Loss carrying
30 June 2020 Notes credit rating 12-month or lifetime ECL amount allowance  amount
—E-EF£XNA=1H M ABEETR R2EARZPABCEESE AEEE 2 FERE KREDFE

HK$'000 HK$'000 HK$'000
TR TEx TR

Trade receivables 23 Note Lifetime ECL 58,086 (11,680) 46,406
B 5 W IE P =5 2HEHEEESE

Bills receivables 23 Performing 12-month ECL 46,317 46,317
& U = 1% &4 PREAEHREEER

Other receivables 23 Performing 12-month ECL 40,633 (5,287) 35,346
Hfth & Y 5K &4 REAEBREEER

Loan receivables 24 Performing 12-month ECL 127,464 (616) 126,848
& e B 3R B # REAEHREEER

Loan receivables 24 Doubtful Lifetime ECL (not credit-impaired) 80,632 (8,183) 72,449
& e & 3R R R 2HEMEEBERUEERME)

Loan receivables 24 Default Lifetime ECL (credit-impaired) 610 (610)

& & EQ 2HEHEEBER(EERRE)

Contract assets 25 Note Lifetime ECL 15,589 (790) 14,799
BREE P =5 2HEHEEESE

Amount due from an associate 22 Default Lifetime ECL (credit-impaired) 169,000 (146,661) 22,339
& U — Rl Bk & A Bl 5/ 08 EQ HEMEESER(EERRE)

Cash and cash equivalents 27  Performing 12-month ECL 122,081 122,081
RekBEEED &4 REAEBREEER
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20204 ¥



186

Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020

BE

—E-EFANA=TRHILEFE

35. FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)
Credit risk (Continued)

The Group’s exposure to credit risk (Continued)

35. €@t T HE#)

BHBRBREEERERRE(E)

% B (78)
=EE R (&)
AEBEZEERRE)

Gross Net
Internal carrying Loss carrying
30 June 2019 Notes credit rating  12-month or lifetime ECL amount  allowance amount
ZE-AFAA=TH e MBEETR 2EAKEZHBEHREESEE mEEE BERE REEE
HK$'000 HK$'000 HK$'000
TAT FHET TAT
Trade receivables 23 Note Lifetime ECL 76,020 (10,301) 65,719
B 5 ENRIE P = ZHEHREEER
Bills receivables 23 Performing 12-month ECL 59,463 = 59,463
JE U = 1% &4 12EARREEER
Other receivables 23 Performing 12-month ECL 34,839 (2,268) 32,571
Hoh & W 5K &4 12EARREEER
Loan receivables 24 Performing 12-month ECL 143,205 (1,053) 142,152
FEU & % &4 12EARREEER
Loan receivables 24 Doubtful Lifetime ECL (not credit-impaired) 41,877 (6,907) 34,970
FEU & % xR 2HEHREEER(EERRE)
Contract assets 25 Note Lifetime ECL 4,786 (60) 4,726
BHEE B & ZHEHREEER
Amount due from an associate 22  Default Lifetime ECL (credit-impaired) 169,000 (133,510) 35,490
& U — FEl Bk = A Bl 510 EQ 2HEHEEER(EEERE)
Cash and cash equivalents 27  Performing 12-month ECL 151,107 = 151,107
RekBeEEY &4 12EAEREEER

Note: The Group has applied simplified approach in HKFRS 9 to measure the
loss allowance at lifetime ECL.

The Group’s concentration of credit risk by geographical
locations is all in the PRC which accounted for 100% (2019:
100%) of the total trade and bills receivable as at 30 June
2020 respectively.

As at 30 June 2020, the Group has concentration of credit
risk as 17% (2019: 44%) of the total carrying amount of
trade receivables was due from one of the Group’s largest
customer while 93% (2019: 88%) of the total carrying amount
of trade receivables was due from the Group's five largest
customers. The Group also has concentration of credit risk
on loan receivables, contract assets, amount due from an
associate and liquid funds which are deposited with several
banks with high credit ratings, the Group does not have any
other significant concentration of credit risk.

Silk Road Energy Services Group Limited
e RIRGEEGR AR
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Notes to the Consolidated

35. FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)
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 short term and
long term.

Liquidity tables

The following tables detail the Group’s remaining contractual
maturity for its non-derivative financial liabilities. The tables
have been drawn up based on the undiscounted cash flows
of 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.

35.

Financial Statements
e HRERMEE

For the year ended 30 June 2020

HE_ZT-_ZFXA=THILHFE
TMIA®E
MEEAREREERRE(A)

5 m (&)
REBE T AR

REERBECRRME  AREZHES
THERRELRBHZRPESHE @ AE
REGFENRBNEREERHRRBDESS
B2RERHE -

nBE SR

TRAMINBAKEETESBRBENRT
EREHER - RXBREBEAKEANTH R
FEEHNEREETARURRERERHE

TEHAFIERASES RS -

on demand
or within
1 year
R—FR
HK$'000
FET

At 30 June 2020 R-ZE-ZEXA=1H

Non-derivative financial liabilities ##T4z@ &5 1E

Trade and other payables B R EMENKE 39,471
Promissory notes A ER 123,574
Total Bt 163,045
Lease liabilities HEAE 2,994

At 30 June 2019

R=ZE-NEARA=1H

More than

More than

1 year but 2 years but
less than
2 years
BE—F
B DR F
HK$'000
THET

less than
5 years
BRME
BOIREF
HK$'000
FTHT

Total
undiscounted
cash flows
KERRE
REAE
HK$'000
THER

39,471
123,574

163,045

6,282

carrying
amount

BRE &

HK$'000
THERT

39,471
123,096

162,567

5,855

Non-derivative financial liabilities F##T4 @A E

Trade and other payables B 5 & H AR 55,071 = = 55,071 55,071
Promissory notes A ER 1,235 123,574 = 124,809 117,267
Total Bt 56,306 123,574 — 179,880 172,338
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

35. FINANCIAL INSTRUMENTS (continuea) 35. €M T A
Fair value measurements recognised in the REEHERRERBRZAFEFNE
consolidated statement of financial position
The following table provides an analysis of financial TREIREREHARERATEFEZ
instruments that are measured at fair value at the end of CRITEEH 2T BASEEHBERR
each reporting period, grouped into Levels 1 to 3 based on BAFEABREEFEAEF—ZE=/A -

the degree to which the fair value is observable in accordance
to the Group’s accounting policy.

2020
e $23
Level 1 Level 2 Level 3
E—& -t B=/
HK$'000 HK$'000 HK$'000
F#& T T & T FHET

Financial assets at FVTOCI ZAFETAEME2EK R
ZEBMEE
Unlisted equity securities I LT ARAS B 5

Financial assets at FVTPL KEZBRZAFEARZ

EHMEE
Listed equity securities ETRAE S 27,038 27,038
2019
—E-NF
Level 1 Level 2 Level 3 Total
E— F_R F=M A&t
HK$'000 HK$'000 HK$'000 HK$'000
T FHET FA& T FA& T
Financial assets at FVTOCI ZAFEFAHEtEEKE
ZERMEE
Unlisted equity securities I LT IRA B FH = = =% =
Financial assets at FVTPL RKEZBREAFEARZ
EHMEE
Listed equity securities ETRA 5 28,662 — — 28,662
* Less than HK$1,000 & 11,0007 TT
There were no transfers between levels of fair value hierarchy RAFERBAFE  SATFEEHR 2B
in the current and prior years. AR
188 Silk Road Energy Services Group Limited
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Notes to the Consolidated Financial Statements

35. FINANCIAL INSTRUMENTS (continuea)

Fair value of financial assets 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

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

35. €@t T HE(#)

REHMEEEUATEIBZORAR
AFE

EEMIARGHUEREY ATEEM
R ME 5 R A BB BB 0T

basis are set out below:

Financial instruments
£WMIE

Financial assets at FVOCI

BRAVEAFAE2EKEZ
THEE

Financial assets at FVTPL

KBEEREATEARZ
TREE

Fair value as at

RUTEHRZDFE
2020 2019
et 30 TN
Fair value Valuation technique
hierarchy HK$'000 HK$'000 and key inputs
AFEEH TER THET FEFEREIEGAYE
Level 3 — Present value of expected
cash flows in the foreseeable
future discounted at the
required yield
E=H — AJERARRNEHBRSRER
BEMEREETR
Level 1 28,662 Quoted bid prices in active
market
F—% EEMIZMMEAE

Significant
unobservable inputs
BEXATABRERAYE

Forecasted revenue

and expected cash
flow

BAMELRARE

mE
N/A

TR

During the years ended 30 June 2020 and 2019, there is no
movement in respect of financial assets at FVTOCI under level
3 of fair value hierarchy.

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.

RBE-_Z_ZTFR-_T-NFRA=1H
LFE BRARVFEERE=RZ2EAFE
AR EEKEZ CREEMETAE
@J o

WHEBEEEMEEUAFEHFEZERE
EREBMABEZATFEEEKRELTE)

ARBEFERA  BAMBWERTIZEHK
IRz eMEER SR AR I REAESR
"EZRFERSE -
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

36. DISPOSAL OF SUBSIDIARIES 36. HEKME AT

Year ended 30 June 2019 BE-Z-—hEAA=1THILEE
On 7 March 2019, the Group entered into a sale and RZZE—NE=A+tH XxEEFTIEER
purchase agreement to dispose of its 100% equity interest & | — R 985 = 5 & E p Brilliance
in Brilliance Foison Enterprises Limited and its subsidiaries, Foison Enterprises Limited & E i & A = (8
which were inactive from their respective incorporation dates ZEEMEYBRERELERREXK) 22
to date of disposal, to an independent third party at a cash Rz - e REAARE17,270,0007T (47
consideration of RMB17,270,000 (equivalent to approximately E 1 #920,200,00087T) - HERZ=ZZE—NF
HK$20,200,000). The disposal was completed on 8 March = ANBZEKX °
2019.

HK$'000

THERT

Cash consideration received BUREKE 20,200

Analysis of assets and liabilities over which control EXREEGECEERBGES T :

was lost:
Cash and cash equivalents HERBACEEY
Other receivables H b & U 5K IH
Net assets disposed of FriEzEEFE
Gain on disposal of subsidiaries: HEWB AR 2 WS
Consideration received B (E 20,200
Net assets disposed of FriEzEEFE (20,058)

Cumulative exchange differences in respect of the net BB AR EEFER K EH B R A
assets of the subsidiaries reclassified from equity to {2 HERFHREREFT L EEZEF 2

profit or loss on loss of control of the subsidiaries ZEtE R =8
Gain on disposal H e U 26
Net cash inflow arising on disposal: HEEAZRESRAFRE:
Cash consideration RERE 20,200
Less: cash and cash equivalents disposed of BFMHEZREeRESEEY (20,020)
180
190 Silk Road Energy Services Group Limited
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Notes to the Consolidated Financial Statements

37. LEASE COMMITMENTS
(@) Operating lease commitments

The Group as lessee

At the end of the reporting period, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases which fall due

as follows:

Within one year
In the second to fifth years inclusive

REMBHRRME

For the year ended 30 June 2020

BE—_ZTZ_ZTHEA=1tHILFE
37. HEFKIE
(a) RKEHEERIE
KEBESFRBA

REEHR  NREERED A HEED
4K *Afﬁi[]/}\ﬁ/\_r;ﬂj E'JHH E|§1—JL25EX
KRB R BEAENT :

2019
—NF
HK$'000
TAET

—FR
F_EFLF(BREEMF)

2,552
1,210

3,762

The Group leases certain of its office premises
and mining machineries under operating lease
arrangements. Leases are negotiated for a term ranging

from two to five years as at 30 June 2019.

The Group is the lessee in respect of office premises
and mining machineries which the leases were
previously classified as operating leases under HKAS
17. The Group has initially applied HKFRS 16 using the
modified retrospective approach. Under this approach,
the Group adjusted the opening balances at 1 July
2019 to recognise lease liabilities relating to these
leases (see note 2). From 1 July 2019 onwards, future
lease payments are recognised as lease liabilities in
the consolidated statement of financial position in
accordance with the policies set out in note 3, and the
details regarding the Group's future lease payments are

disclosed in note 18.

(b) Other commitments

Capital injection in respect
of an investee

EE—

REBAKERLZHE - HAE T
REMERRESRW -R=2Z—hnF
NAZ=Z1tH HAOEMERFZFH

KEB AP REYE RFEESRW 2
A ZEHOUFRER S %

AIF7RIBREERE - AKER
TmﬁﬁZ<<<flkuTL/F)§/2§fﬁ7]LHEﬁHEi’éﬁﬂ&
REZERE165E - RIFU A - AR
TM%E’\‘_f NEFELA-RZHY
e AERZEFEN (RME2) 28
HHEEE BT —NF+HA—H
- RERBEENREREMZEIMII L

ZHR  REAMBRAKRTHER L
HERE BHEAKERKBEENK

B R B M FE18 IR -

(b) HitEiE
2020 2019
—g-%% e
HK$°000 HK$'000
FE Fib
GEE PNy
20,473
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

38. RELATED PARTY TRANSACTIONS

(a)

(b)

Compensation of key management personnel

The remuneration of the directors of the Company (who
are the key management personnel of the Group) during
the year were as follows:

Short-term benefits % H @ Al
Post-employment benefits RN AR A

38. BHEALTR S

(a)

Personal guarantee

As at 30 June 2019, one of the Group's loan receivables
with gross carrying amount of HK$9,122,000 (2020:
nil) was guaranteed by Mr. Cai Da, a director of the
Company.

The directors of the Company are of the opinion that the
said guarantee was conducted in the ordinary course
of business, the guarantee constituted a fully-exempt
connected transactions under Chapter 20 of the GEM
Listing Rules.

Silk Road Energy Services Group Limited
e RIRGEEGR AR

(b)

TEEBAEZHMH

FR-ARAEEFAFREETEEEA
B)Z#H BT :

2019
—E-NF
HK$'000
FET

4,900
36

4,936

BAER

RZE-NFRA=TH AEEHTF
—IH @R {E £9122,0008 L (ZE =
EFE ENEREFHARRESE
FRAETER -

ARREBEERRLBERTIRERR
BT ETT MERRBEGCGEM L™
RAF20EBREEBRBAERS -



Notes to the Consolidated Financial Statements
e HRERMEE

For the year ended 30 June 2020

HE_ZT-_ZFXA=THILHFE
39. RECONCILIATION OF LIABILITIES ARISING 39. RiEFBELX 2B B YR
FROM FINANCING ACTIVITIES

The table below details changes in the Group's liabilities
arising from financing activities, including both cash and
non-cash changes. Liabilities arising from financing activities
are those for which cash flows were, or future cash flows will
be, classified in the consolidated statement of cash flows as
cash flows from financing activities.

TRFANAKERELRDELZAGBES
BRASKIFASEDY REIPELL
BENEREREIXARESRERNLE
EREMNERTEIBABETHMBR

TREZAR -

Non-cash change

FESEH
Finance Foreign
1 July Financing cost exchange 30 June
2019 cash flows incurred movements 2020
—E-hEF il & FRIEEW —ECEHF
+tHA—H HeRE Al & R A ErRes S<A=t+H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FER FERT
Promissory notes A BB
(note 29) (Fff 5£29) 117,267 (1,235) 123,096
Lease liabilities HEaRE
(note 18) (Fff 5£18) 8,787 (3,132) (209) 5,855
126,054 (4,367) (209) 128,951
Non-cash
change
R EH
Finance
1 July Financing cost 30 June
2018 cash flows incurred 2019
—E-N\F B & BT EE £ Y —E-NF
+tHA—H HeERhE B & AR AN NAZ=1+H
HK$'000 HK$'000 HK$'000 HK$'000
THT FA T FA T THT
Promissory notes AR E
(Note 29) (Bff 5%£29) 111,771 (1,235) 6,731 117,267
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Notes to the Consolidated Financial Statements

e MR E

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

40. PRINCIPAL SUBSIDIARIES

Particulars of the company’s principal subsidiaries as at 30

June 2020 are set out as follows:

Place/Country  Paid up issued
of incorporation/ ordinary share
Name of subsidiary operations capital
FMRL/
WEAREB EEnY /AR CRORARLZBRA
Chemosino International Limited ~ The BVI Ordinary share US$1
Chemosino International Limited ~XBABREE TREBRIZT
Born Nature Investments Limited ~ The BVI Ordinary share US$1
Born Nature Investments Limited XB#BRES TARIET
Golden Brand Investments Limited Hong Kong Ordinary shares
HK$10
BEREERAR B LERI0ET
Great Wall Credit Limited Hong Kong Ordinary shares
HK$5,000,000
RAGERRARA B 35,000,000/ 7T
e RFAAGRAR" The PRC Paid-up capital
RMB40,000,000
e RFAAGRAR" el BABRKTARE
40,000,0007T
RERFIE* The PRC Paid-up capital
RMB20,000,000
REBEXIR* bl BRHBRAARE
20,000,0007T
REEZHHERERAR" The PRC Paid-up capital
HK$30,000,000
REEZHHERERAR" el B RAK
30,000,000 7T
Silk Road GAS Investments Limited Hong Kong Ordinary shares
HK$1,000
Silk Road GAS Investments Limited & 7 38 AR 1,0007 T

Everbest Return Limited The BVI Ordinary shares
US$10

Everbest Return Limited ERARREE TAR0ER

Winner Joy Holdings Limited Hong Kong Ordinary share HK$1

Winner Joy Holdings Limited A E@EBRIBT

Smart City (Shenzhen) Investment  The PRC Paid-up capital

Limited* HK$100,000,000
EEH(RI)REBRAR" HE BARAK
100,000,000 7T
# Being wholly foreign owned enterprises.

Being registered as a limited liability company under the PRC law.

Silk Road Energy Services Group Limited
e RIRGEEGR AR

40. T ENBAH

ARRERIIET -

Proportion of ownership interest held
by the Company

AAABERERERAAL
Directly Indirectly
BE k3
2019 2019
“Z-NF “Z-NF

100 n/a
100 TEm
100 n/a
100 TEn
n/a 100
TEn 100
n/a 100
TEn 100
n/a 100
TEn 100
n/a 100
TEA 100
n/a 90
TEn 90
n/a 90
TEA 90
n/a 100
@A 100
n/a 100
TEn 100
n/a 100
TEn 100

Proportion of
voting power held
by the Company

FRRARARERAS L

100

100

100

100

100

100

100

100

100

90

90

90

90

100

100

100
100

100

100

# ROEBELRE -

RZZE_ZTFRA=TRH FARATENE

Principal
activities

TEEH

Investment holding
REZR

Investment holding
REER

Investment holding
and money lending

REERRHKE

Money lending

W&

Investment holding

REER

Provision of coal
mining services
and construction
services

RERERE RS R
RERK

Provision of heating
supply services

REHE R

Investment holding

REZR

Investment holding

REZR

Investment holding
REER

Money lending

&

BRETREEELAEREEAT -



Notes to the Consolidated Financial Statements

40. PRINCIPAL SUBSIDIARIES (continued)

Except as specified above, all other subsidiaries are limited

liability companies.

The above table lists the subsidiaries of the Group which,
in the opinion of the directors of the Company, principally
affected the results or assets and liabilities of the Group. To
give details of other subsidiaries would, in the opinion of the
directors of the Company, result in particulars of excessive

length.

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. Details of these subsidiaries

are summarised as follows:

Principal activities
FEXEK

Investment holding
KEE K
Investment holding
REZER
Inactive

mE

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

40. T ENB LT #)

BREXFIIEEEIN IBEEMHMBRARIEA
EREMERA -

ERIHARREZTARTIEXEAEER
BREERBBZAKEMHBAR - AT
EERA HIEMHBATSIRATHE
BIEK -

RBERR  AABEEMEAREEBY T
EENHEBAR - MEEMINBARAKRE
ERERSEER - LREE - REBER A
ELFTE - ZEMBARZHBHRALLT

Principal place of business Number of subsidiaries
TELKE M Fi & A R E B
2019
—ET-NEF
Hong Kong 2
BB
The BVI 6
EEERRES
The PRC 1
H
9
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Notes to the Consolidated Financial Statements
e RERMEE

For the year ended 30 June 2020
HEZZ-ZFA=THILFE

40. PRINCIPAL SUBSIDIARIES (continuead) 40. T Ef B AR (&)
The tables below show details of the subsidiary that have TRIRBEZZE-NER=ZZT_FFHAH
non-controlling interests material to the Group during the _+ELEEFET$%.F§£ZT%§3H A%
years ended 30 June 2019 and 2020: a2 MBARFE:
Silk Road GAS Investments Limited and its subsidiary Silk Road GAS Investments Limited & &
Mt B 2 =]
2019
—
Proportion of effective interests held R EEFERER
by non-controlling interests Bt 10%
Voting rights held by non-controlling JEERR P FE i R A
interests 10%
2019
—T_FTF
HK$'000
FAT
(Loss) profit attributable to I 17 R 25 B (G (B5 18) i 7
non-controlling interests 447
Accumulated non-controlling interests REr R 387
196 Silk Road Energy Services Group Limited
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Notes to the Consolidated Financial Statements
e HRERMEE

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

40. PRINCIPAL SUBSIDIARIES (continued) 40. T EfEB AR (&)
Silk Road GAS Investments Limited and its subsidiary Silk Road GAS Investments Limited % &
(Continued) MEBAR(E)
Summarised financial information in respect of the Group’s HAESEBEENHEEEERER ZASE
subsidiary that has non-controlling interests that are material EffE AR M BEERBEHINNAT c TX
to the Group is set out below. The summarised financial ZHBERBETETEBNAQ R MY H
information below represents amounts before intra-group Bl & & °
eliminations.

As at As at

30 June 30 June

2020 2019

R-Z2E-ZHF RZZE—NF

ANA=t8H NA=1H

HK$°000 HK$'000

FHE T FB T

Non-current assets IERBEE 7,829 9,723

Current assets mENE E 6,998 7,362

Current liabilities mE B E (12,779) (13,216)

Non-current liabilities ERBAE —

Equity attributable to owners RAGIER ABIEER

of the Company 3,482

Non-controlling interests I 12 i i = 387
Annual Report 2020 197

20204
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e RERMEE

For the year ended 30 June 2020
HE_T-_TFXNA=ZTHILEE

40. PRINCIPAL SUBSIDIARIES (continued) 40. T EM B AR &)
Silk Road GAS Investments Limited and its subsidiary Silk Road GAS Investments Limited % &
(Continued) Mt AR (&)

Year ended Year ended
30 June 2020 30 June 2019
BEZZ_Z2F EEEIEiayiis

NA=+H NA=+H

IEFEE IEFE

HK$'000 HK$'000

FET FAT

Revenue g 5,836 5,635

Other income H g A 2,870 12,994

Expenses X (10,407) (14,160)

(Loss) profit for the year REEZ (EE) R F (1,701) 4,469

Other comprehensive expense for the year A& H 2 E X (120) (10)
Total comprehensive (expense) income REEE2EA(FE) WA

for the year (1,821) 4,459

(Loss) profit for the year attributable to: IATATEEREE(EE)

i A1
Owners of the Company ZIN/NETE? F =N (1,531) 4,022
Non-controlling interests SEE R HE = (170) 447
(1,701) 4,469
Total comprehensive (expense) income NTATEERFEFELZHELR

for the year attributable to: (FAZ) A
Owners of the Company KARHER A 4,013
Non-controlling interests FEVE R R 2= 446
4,459

198 Silk Road Energy Services Group Limited
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40. PRINCIPAL SUBSIDIARIES (continued)

41.

Notes to the Consolidated Financial Statements

Silk Road GAS Investments Limited and its subsidiary

(Continuedq)

REMBHRRME

For the year ended 30 June 2020
HE_ZT-_ZFXA=THILHFE

40. T ENB LT #)

Silk Road GAS Investments Limited & &
M 2= (&)

Year ended Year ended

30 June 2020 30 June 2019

BE-Z_Z5 EEstaayis

NA=+H ~NA=1H

IEFEE IEFE

HK$'000 HK$'000

FET FE T

Net cash inflow from operating activities & & EEIH & K AJE 5 365 10,515
Net cash outflow from investing activities & &/EB)IR & i L /F & (2,668)
Net cash outflow from financing activities ®tE&E /AR R L F5E (7,455)
Net cash inflow WEMAFHE 392

None of the subsidiaries had issued any debt securities at

the end of the year.

COMPARATIVE FIGURES

41.

Certain comparative figures have been reclassified to

conform with current year presentation.

RAFEER - BEASHBARBTEME
BiE% -
LR EF

ETHBREFCENIE  NEAFENZ
BIREE — B -
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Five-year Financial Summary

AFMBHME

A summary of the results and of the assets and liabilities of the

Group for the last five financial years is set out below:

RESULTS E

Revenue I =

Loss for the year AKRRHEBAREMN
attributable to owners N4 E Ei8
of the Company

ASSETS AND EEHAE
LIABILITIES

Total assets BB E

Total liabilities BEE

Net assets BEEFE

Silk Road Energy Services Group Limited

HIRBEERIREEEBARAF

265,349

(101,204)

545,434
178,887

366,547

AEERBEREMBFENREREERARE
BB

Year ended 30 June
BEANA=+HLEE

2019 2018 2017 2016
—E-hNF ZFT-N\F —E—+tF ZET—RF
HK$'000 HK$'000 HK$'000 HK$'000
FE T FE T FE T FET
(restated)

(& =E=7))

316,760 298,164 379,293 324,100
(29,989) (75,721) (140,228) (130,043)
686,349 755,403 823,747 1,018,844
204,231 223,011 245146 301,515
482,118 532,392 578,601 717,329
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