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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 designhed 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 10ss 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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Corporate Information
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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 2021 (the
“Year").

The Group recorded a revenue of approximately HK$130.94 million
representing a decrease of 50.65% 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$29.87
million for the Year, representing a decrease by approximately
70.48% compared with last year. The decrease in loss was mainly
due to the absence of impairment losses recognised in respect of
customer contracts and right-of-use assets.

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$167.15 million. Save as
the provision of services of coal mining and construction works,
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,
diversify its source of income and actively consider venturing into
new business areas such as trading of fruits, 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, 20 September 2021
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Management Discussion and Analysis

BEEENmR DN

BUSINESS AND FINANCIAL REVIEW

For the year ended 30 June 2021 (the "Year”), the Group recorded
a revenue of approximately HK$130.94 million (2020: HK$265.35
million), representing a decrease of 50.65% as compared with
that of the corresponding year in 2020. The decrease in revenue
was mainly due to the termination and non-renewal of coal
mining service agreements (“Cessation of Agreements”) by the
customers as announced in the Company’s announcements dated
16 January 2020 and 17 June 2020. The Group recorded gross
profit of approximately HK$35.47 million (2020: HK$30.94 million) for
the Year. The Group's gross profit increased and its overall gross
profit margin increased from 11.66% in the year ended 30 June
2020 to 27.09% for the Year. The increase in gross margin was
mainly due to (i) the money lending business, which has a much
higher gross profit margin, has contributed a greater proportion of
revenue comparing to the business of provision of coal mining &
construction services which has a lower gross profit margin and (i)
the Group has streamlined its operations and reduced the costs.

The Group recorded other income, which was mainly contributed
from the handling income for coal packing services, government
grants and leasing income from machinery, in the amount of
approximately HK$8.85 million (2020: HK$10.55 million) for the Year.
The Group recorded other gains of HK$2.54 million (2020: HK$4.12
million) which was mainly represented a gain on investments in
listed securities. The Group recorded administrative and other
operating expenses in the amount of HK$42.70 million (2020:
HK$48.34 million), the decrease was mainly due to the decrease
in the depreciation and amortization in the Year. The Group
recorded finance costs in the amount of HK$2.83 million (2020:
HK$7.61 million). The decrease was due to less imputed interest on
promissory note having been recognized during the Year. Pursuant
to a deed of settlement signed between the Company and the
noteholder on 31 July 2020, the Company had paid approximately
HK$46.50 million to the note holder during the Year and the interest
rate for the outstanding balance was 3% per annum. The Group
recorded income tax expense in the amount of HK$7.83 million
(2020: tax credit of HK$10.66 million), the change was mainly due
to the decrease in deferred tax liabilities written back.

Silk Road Energy Services Group Limited
M RIRGEE AR AT

£ D58 g JEI)

HE-_Z-_—FXA=Z1tHLFETLAFE]D-
7N £2 B §% 15 UR 25 £9130,940,0008 T(Z 2 - &
£ 1 265,350,000/ L) - R Z T =T F [/ HH
w&% W 25 8 szmﬂ%ﬁﬂtﬁTE#
EHBRARRBHZE (HBREEDEFEOERR

%% 7_7¢ H+AE&_7_7¢AH+t

B RAEAMH) - RAFEE  KREBEZSEFNLY
35,470, OOO/%T_E(_Q?\_ £F : 30,940,000/ 7T) © 7K
EENTAEN EBENEAHE-T-_ZTF

NA=1TBIEFEN11.66%E = RNFEH27.09% °
EFREINDTFEHRNOENRE SO REES
E’JH& SERBEAL SR ENERENHEBRRR

ERBEBNREZEEED L RINVAEEBS
E@Vﬁ&ﬁ%ﬂ;ﬁmmo

ANE B RAEE 8515 H b Y7 25 498,850,000 7T (=
T FF:10,550,0000 0) c TBREAEE B E
RIEHFEBWRA  BUSH KL BEERA -
N [E 8E 18 H At Uk 25 2,540,00058 T (- T - T 4F ¢
41200008 7C)  TE AR EMBHFEE Z2W = -
AN B B 51T N B b 2 3B B F§42,700,0007% T
—E T 48,340,000 ) M EERRD
AEEHERBHERD  ANEBHESHERK
2,830,000 L (ZE=Z 4 : 7,610,000/ 7T) - B
WOTVHRAFERERNEAL B ZEER BR
Lo RBEARFRHEEEFEBEARSZZEF LA
T+ HEESEZEMNRZE  ARREREAFER
ZRE B A T 4946,500,00058 7T ¢ K 1E B A&
ZEFEEB3% o ANE B 15 P15 5 B 527,830,000
BIL(ZE T F - HIEK 810,660,000 7T) © B
BMEDHNEZHRBRECEHREAERD -



Management Discussion and Analysis

The Group also recorded impairment loss recognised in respect of
trade and other receivables, contract assets and loan receivables
in the amount of HK$20.32 million (2020: 4.90 million), HK$1.74
million (2020: HK$0.74 million) and HK$4.76 million (2020: HK$1.69
million) respectively. The Group recorded a reversal of impairment
loss recognized in respect of amount due from an associate in
the amount of HK$3.34 million (2020: loss of HK$13.15 million). The
change was due to the improvement of financial performance of
the associated company during the Year.

In conclusion, loss attributable to owners of the Company for the
Year amounted to approximately HK$29.87 million (2020: HK$101.20
million). The decrease in loss was mainly due to the absence of
impairment losses recognised in respect of customer contracts
(2020: HK$65.22 million) and right-of-use of assets (2020: HK$15.99
million).

PROVISION OF COAL MINING SERVICES &
CONSTRUCTION SERVICES

The major revenue of this segment comprises of service income
from excavation works and provision of construction works. During
the Year, the Group has ceased to provide services which are
governed by the Entrusted Management Measures (“Measure”) to
its customers after the Cessation of Agreements but the Group
still provided services not governed by the Measures. Furthermore,
the Group also provided services to new customers. During the
Year, the Group recorded a revenue of approximately HK$111.55
million (2020: HK$239.06 million) from the provision of coal mining
& construction services which accounted for 85.19% of the Group's
total revenue. This segment recorded a loss of HK$12.52 million
during the Year. The loss was mainly due to the impairment loss
recognised in respect of trade receivables and contract assets
as a result of the increasing expected credit risks for the new
customers.
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Management Discussion and Analysis

BEEENmR DN

MONEY LENDING BUSINESS

The Group operates its money lending business through an indirect
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 granted loans to third parties
in the PRC through its subsidiaries in Mainland China. During the
Year, the revenue from loan interest income was approximately
HK$12.82 million (2020: HK$20.46 million) which accounted for
9.79% of the Group's total revenue. The decrease in revenue was
mainly attributable to the decline in loan balances as the Group
was more cautious in granting loans. The interest rate charged by
the Group ranged from 5% to 18% per annum. Save for a loan of
HK$3 million which was secured by second charge of property, all
loans extended by the Group were unsecured.

PROVISION FOR HEATING SUPPLY

The Group provides heating supply services to the customers in
Tianjin City, the PRC. During the Year, the Group recorded a revenue
of approximately HK$6.58 million (2020: HK$5.84 million) from the
provision of heating supply services which accounted for 5.02%
of the Group’s total revenue. Notwithstanding that the provision
for heating supply service recorded a slight gross loss due to the
high price of gas but the Group has received a subsidy of HK$2.31
million as other income from the government. After taking into
account the relevant administrative costs, the Group recorded a
loss of approximately HK$1.15 million (2020: HK$1.66 million) in this
segment during the Year.

INVESTMENT IN LISTED SECURITIES

As at 30 June 2021, the Group invested in securities listed in Hong
Kong, the United States and the PRC markets (i.e. financial assets
at fair value through profit or loss (“FVTPL"), the financial assets at
FVTPL amounted to approximately HK$27.33 million (30 June 2020:
HK$27.04 million). During the Year, the Group recorded a gain of fair
value change on financial assets at FVTPL of approximately HK$2.28
million (2020: HK$4.12 million).

Silk Road Energy Services Group Limited
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Management Discussion and Analysis
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The details of financial assets at FVTPL are as follows: CEFREATEARZEMEEZFBOT

A

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  01/07/2020 Year Year Year 30/06/2021
R-E-Z&§ FRAALE R-ZE=—-%
tA-HA%2 FR FRAHE W%,/ A~A=tH
B4R M REE U B8 B A S ME (F#8) ZmE

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

Best Food Holding Company ~ BE#EEAER AR 1488 1 7480 3,671 (1,699) (1,298) 8,154
Limited (“Best Food") (&)

Ri Ying Holdings Limited BmERERAR 1741 2 10,079 — (290) (2,952) 6,837
("Ri Ying") (B&D

Binhai Investment Company BRREBRAR 2886 3 — 4,788 (142) 195 4,80
Limited (“Binhai") -3

Goal Forward Holdings Limited R EA R AR 1854 944 1,085 (2,282) 274 21

China Aerospace Times MABREFRITRMNE 600879 4 — 2,690 — 149 2,839
Electronics Co. Ltd. RAR(MAER]D
("Aerospace Times")

China Kings Resources Group &R EREERHER 603505 5 — 2,373 - (25) 2,348
Co Ltd. ("Kings Resources”) 2R((&BER]

BIT Mining Limited HE TR BTCM — 6,518 (3910) (2,271) 337

Xiaomi Corporation K& 1810 — 3,584 (3,612) 28 —

The9 Limited The9 Limited NCTY — 2,021 (2,257) 236 —

E. Bon Holdings Limited BBITERER AT EBON — 2,306 (966) (1,340) —

China Futex Holdings Limited ~ B4 ERAER AT 8506 2,209 1,291 (5,571) 2,071 —

JLOGO Holdings Limited BMNEZRBRAA 8527 4,000 847 (10,306) 5,459 —

Optima Automobile Group BB EERIER 8418 710 — (925) 215 —
Holdings Limited BRATF

Mansion International Holdings R{ZBIBEERER DA 8456 — 2,824 (2,066) (758) —
Limited

Others Hip 1,616 4,544 (6,500) 2,292 1,952

Total Bt 27,038 38,542 (40,526) 2,275 27,329
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Management Discussion and Analysis
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Notes:

The Group held 11,992,000 shares which represented approximately 0.76%
of the total issued shares of Best Food as at 30 June 2021. Best Food is
principally engaged in a single line of business of the operation of chain
restaurants. Pursuant to Best Food's interim results announcement for the six
months ended 30 June 2021, the unaudited profit attributable to shareholders
of Best Food for the six months ended 30 June 2021 was approximately
RMB5.24 million and the unaudited net assets attributable to shareholders
of Best Food as at 30 June 2021 was approximately RMB932.91 million. In
the first half of 2021, despite the occasional outbreaks in certain regions
from time to time, the novel coronavirus disease (COVID-19) pandemic (the
"COVID-19 Pandemic”) has stabilized in general, and the food and beverage
industry has gradually returned to normal. Certain brands with outstanding
performance in terms of products, branding and organizational strengths
were able to distinguish themselves from their peers and realise accelerated
growth. With its investments in the food and beverage industry in a systematic
manner in earlier years, Best Food has established a multi-brand, multi-
category and multi-location food and beverage brand portfolio. Meanwhile,
with about five years of practical experience accumulated, Best Food has
gradually built up its comprehensive strengths including operational, digital
and investment empowerment. Through the performance in these three
aspects, it is expected that Best Food will seize the opportunities arising
from this round of accelerated growth to develop itself into a “new” digital-
based and multi-brand food and beverage platform company and enhance its
corporate values. Going forward, Best Food's development initiatives mainly
include: (i) Improving single-store model and brand image, enhancing quality
of products and services, increasing the values of customers and enhancing
single-store profitability; (ii) Continuing to expand the store scale of the
Group's brands by implementing the expansion strategy of and providing
management support for integration of direct owned stores and franchise
stores; expediting the development of digital user operation system with a
view to comprehensively promoting the innovative user operation services-
oriented management concept and corporate culture; and (iii) Further
enhancing Best Food's investment empowerment capability to continuously
increase the profit contribution of associates of Best Food to the Group's
financial statement as well as maximize the interests of the shareholders of
the Company in the future.

Silk Road Energy Services Group Limited
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Management Discussion and Analysis

The Group held 5,180,000 shares which represented approximately 0.65% of
the total issued shares of Ri Ying as at 30 June 2021. 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 2021, the unaudited loss and total comprehensive expenses
attributable to shareholders for the six months ended 31 March 2020 was
approximately HK$51.66 million and the unaudited net assets attributable to
shareholders of Ri Ying as at 31 March 2021 was approximately HK$151.90
million. As at 31 March 2021, Ri Ying had 37 construction projects on hand
(including projects in progress and projects that are yet to commence)
with a total contract value of approximately HK$811.1 million. As supported
by the growing health awareness of individuals and the Group’s business
development in the PRC, the Ri Ying's health management and consultancy
business continued to grow during the six months ended 31 March 2021. The
Directors of Ri Ying are of the view that the general outlook of the construction
industry and the business environment in which the Group operates wil
remain challenging. In view of such business environment, Ri Ying will adhere
to prudent financial management and cost control. Furthermore, Ri Ying
will continue to obtain additional qualifications and strengthen its financial
resources to better position itself for tendering 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. Additionally,
benefitting from the growth of health awareness of individuals in the PRC, Ri
Ying's health management and consultancy business increased steadily.
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The Group held 3,144,000 shares which represented approximately 0.23%
of the total issued shares of Binhai as at 30 June 2021. Binhai is principally
engaged in the sales of piped natural gas, construction and gas pipeline
installation service, gas passing through service and sales of bottled natural
gas. Pursuant to Baihai's interim report for the six months ended 30 June
2021, the unaudited profit attributable to shareholders for the period ended 30
June 2021 was approximately HK$231.12 million and the net assets attributable
to shareholders of Baihai as at 30 June 2021 was approximately HK$2,043.77
million. In 2021, the PRC has made significant strategic achievements in
the prevention and control of the COVID-19 pandemic, and its economic
development has gradually returned to the right track. With the strategic
targets of “carbon peak” and “carbon neutral” (the “Dual Carbon Targets")
proposed, the low-carbon transformation of the PRC's energy structure has
fully accelerated, and the bridging and supporting role of natural gas in this
historic process has become more prominent. According to the China Energy
and Chemical Industry Development Report 2021, during the “14th Five Year
Plan” period, natural gas, as a low-carbon energy, will maintain an average
annual consumption growth rate of over 7%. The natural gas industry is
highly compatible with the national policy direction of “six stabilities and
six guarantees”, new-type urbanization construction and rural revitalization,
and the market demand is resilient. In addition, driven by favorable policies
such as the opening and sharing of LNG receiving terminals and the official
establishment and operation of the National Oil and Gas Pipeline Network
Group Corporation, the demand for natural gas pipeline network construction,
storage and transportation is expected to increase again. Baihai continued to
seize the huge market opportunities brought by the national policy direction.
Baihai also obtained natural gas supply projects from various enterprises
such as SEMCORP, Ansteel Tiantie and Lanxin Glass. Baihai believes that
meeting the customers’ demand for clean energy in the existing regions will
also facilitate the development of other projects in its operating regions and
expansion of new regions, enhance and consolidate its position and influence
in the natural gas market.

The Group held 317,000 shares which represented approximately 0.01% of
the total issued shares of Aerospace Times as at 30 June 2021. Aerospace
Times designs, manufactures, and markets a variety of commercial air
planes and space-related products, as well as provides related services.
Aerospace Times ‘s products include launch vehicles, satellite reception
equipment, measurement devices, and automation control systems. Pursuant
to Aerospace Times' annual report for the year ended 31 December 2020,
the audited profit attributable to shareholders for year ended 31 December
2020 was approximately RMB478.46 million and the net assets attributable to
shareholders of Aerospace Times as at 31 December 2020 was approximately
RMB12,673.16 million.

The Group held 100,000 shares which represented approximately 0.03% of the
total issued shares of Kings Resources as at 30 June 2021. Kings Resources
is principally engaged in the investment and development of fluorite mines,
as well as the production and sale of fluorine products. Pursuant to King
Resource’s interim report for the six months ended 30 June 2021, the
unaudited profit attributable to shareholders for the period ended 30 June
2021 was approximately RMB100.19 million and the net assets attributable
to shareholders of King Resources as at 30 June 2021 was approximately
RMB1,135.77 million.
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INVESTMENT IN ASSOCIATES

The Group holds 30% equity interest in Asset Management
International Limited (together with its subsidiaries, the “Asset
Management Group”). The 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

The directors expect the provision of coal mining and construction
services will remain one of the Group’s major sources of revenue
notwithstanding the challenges of increasing production costs and
intense market competition. Given the income from the provision
of coal-mining service and construction services is charged on
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.

There has been an increase in demand for heating system and
such growing trend is expected to continue in coming years due
to rapid urbanisation and the implementation of environmental
regulations which facilitate the process of boiler conversions from
coal to natural gas in the PRC. In line with the Group’s strategy
to develop its environmental friendly heating business, the Group
seeks further expansion in Tianjin and Beijing. The Company would
be cautious when assessing and considering potential investment
opportunities.

Given the impact of the COVID-19 coronavirus pandemic on the
economies of mainland China and Hong Kong, the Group will
continue to exercise significant control over the making of loans
as well as monitoring its outstanding loans receivable to minimise
credit risk with respect to its money lending business.
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Looking ahead, the Group will maintain healthy development of its
different business segments to consolidate its business portfolio
and diversify its sources of income. Subject to the availability of
financial resources, the Group will continue to actively consider
venturing into new business areas. Having considered various
business areas, the Group intends to diversify its business into the
market of fruit trading through investment in a joint venture with an
individual who has extensive experience in this field. The Directors
are of the view that the business of import of fruits into the PRC
has great potential and is a good business opportunity to broaden
the Group's source of revenue thereby creating greater value for
its shareholders.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2021, the Group held cash and cash equivalents of
approximately HK$167.15 million (30 June 2020: HK$122.08 million).
Net current assets amounted to approximately HK$348.89 million
(30 June 2020: HK$343.26 million). As at 30 June 2021, the current
ratio (defined as total current assets divided by total current
liabilities) was approximately 3.67 (30 June 2020: 2.95 times). The
gearing ratio, being the ratio of total liabilities to total assets, was
approximately 0.27 (30 June 2020: 0.33). The Group did not have
bank borrowing as at 30 June 2021 (30 June 2020: Nil).

USE OF PROCEEDS FROM PLACING

As disclosed in the announcement of the Company dated 8 April
and 21 April 2016, the Company completed the placing of an
aggregate of 1,046,260,000 new shares in the Company on 21 April
2016 (“2016 Placing”), from which the net proceeds of HK$201.2
million was raised. 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$41 million) of the proceeds for working
capital purpose (“Intended Purposes”’). Among other things, the
Company has applied part of the proceeds from the 2016 Placing to
develop clean energy heat supply services in Shandong (“Shandong
Project”) and Tianjin (“Tianjin Project”).
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The breakdown for the usage of the proceeds up to 30 June 2021

are as follows:
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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 out
construction works and

(ili) operation costs of the joint ventures
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The remaining balance of unutilised proceeds (“Unutilised
Proceeds”) of approximately HK$80 million was and is still being

deposited in banks and has remained unutilised during the Year

and as at the date of this report.
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Since the completion of the 2016 Placing and after investing in
the Shandong Project (subsequently ceased in 2017) and Tianjin
Project, the Company has been actively looking for other potential
investment opportunities in the business of provision of clean
energy heat supply services. The Company has been cautious
when assessing and considering potential investment opportunities
and had rejected a number of potential investment opportunities
since, after due and careful consideration, the Company considered
that the commercial terms of such investment opportunities were
not in the best interest of the Company. As such, the Company
has continued looking for potential investment opportunities to
which the Company may apply the Unutilised Proceeds during the
Year and currently has ongoing preliminary negotiations regarding,
among other things, refurbishment and upgrade of the existing heat
supply system in an university campus in Tianjin, and cooperation
with local heat supply services providers to provide clean energy
heat supply service in Tianjin. All of the potential investments which
the Company is currently considering are at a preliminary stage and
information, including the amount of the Unutilised Proceeds which
is intended to be applied to such investment(s), may be provided
once the Company and the counterparty(ies) have reached binding
commercial terms of such investments.

Given the Company is still considering the potential investments
and the negotiation with the counterparty(s) on commercial terms
are still at a preliminary stage, the Company does not have an
expected timeline for the utilisation of the Unutilised Proceeds. In
any event, given it is very unlikely for the Company to make new
investments in time for the upcoming heat supply season beginning
in or about November 2021, the potential investment opportunists
currently being considered by the Company will only commence
operation in the next heat supply season in year 2022, the earliest
subject to the progress of negotiation and the seasonal demand of
heat supply service.

In view of the above, the directors consider that the potential
investments currently being considered by the Company are in
relation to the provision of heat supply services using natural gas
are consistent with the Intended Purposes.
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SHARE CAPITAL

As at 1 July 2020, the authorized 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 and the issued share capital of
the Company was approximately HK$374,628,117 divided into
7,492,562,338 shares of par value of HK$0.05. Upon the completion
of the capital reorganization of the Company on 13 May 2021, the
authorised share capital of the Company was HK$1,500,000,000
divided into 150,000,000,000 shares of par value HK$0.01 each.
(For details, please refer to the Company’s announcements dated
23 October 2020, 16 December 2020 and 13 May 2021) At 30 June
2021, the issued share capital of the Company was approximately
HK$74,925,634 divided into 7,492,562,338 shares of par value of
HK$0.01 each.

EXCHANGE EXPOSURE

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

MATERIAL ACQUISITIONS 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 2021, the Group had no significant capital
commitment (2020: HK$19.73 million).

PLEDGE OF ASSETS

As at 30 June 2021, none of the assets of the Group were pledged
as security for any banking facilities.

EMPLOYEE INFORMATION

As at 30 June 2021, there were 390 (2020: 606) staff members
employed by the Group. The Group remunerates its employees
mainly based on industry practices and their respective educational
background, experience and performance. On top of the regular
remuneration and discretionary bonus, share options may be
granted to selected employees by reference to the Group’'s
performance as well as individual's performance. In addition, each
employee enjoys mandatory provident fund, medical allowance and
other fringe benefits.
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RETIREMENT BENEFIT PLANS

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 Group operates a Mandatory Provident Fund Scheme (the “MPF
Scheme”) under the Hong Kong Mandatory Provident Fund Schemes
Ordinance for those employees employed under the jurisdiction
of the Hong Kong Employment Ordinance. The MPF Scheme is
a defined contribution scheme, the assets of which are held in
separate trustee-administered funds.

During the Year, the Group's contributions under the above-
mentioned defined contribution retirement plan had no forfeited
contributions may be used to reduce the existing level of
contributions.

CONTINGENT LIABILITIES

As at 30 June 2021, 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 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.

o
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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, the Group’s revenue is
mainly project-based which is non-recurrent in nature. Accordingly,
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 enhance the customers’
loyalty and willingness to continue to engage the Group for mining
operation and construction services.

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

Mining and construction service operations are subject to a number
of operating risks and hazards, some of which are beyond the
Group’s 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 and has adopted disaster recovery policy
with the aim to minimise the impact of such unexpected disruptions
on its mining and construction services operation.
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Management Discussion and Analysis

BEEENmR DN

The Group’s business faces increasing competition from
competitors

The Group faces increasing competition from other mining
extraction and related service providers, particularly in view of
the current unfavourable condition of coal market. The Group’s
major competitors are PRC based mining service providers in
Inner Mongolia. With fierce market competition, the Group may
have to lower the fee charged for mining related and construction
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.

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 comprehensively
understand 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 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 risks
of 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 46, 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. 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 54, 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 has extensive
experience in the investment and finance sectors in the PRC.

Mr. Li Wai Hung, aged 59, 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 30 years of experience in sales related business
and held senior positions in various companies.

Mr. Wang Tong Tong, aged 32, 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.
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Profiles of Directors
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Wong Na Na, aged 48, 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”)
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.

Mr. Wang Zhixiang, aged 63, 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 63, 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, Ventilation
and Air-conditioning from Beijing Construction Engineering
College (now known as Beijing University of Civil Engineering
and Architecture). She also holds a certificate of professor level
senior engineer issued by Beijing Senior Specialized Technique
Qualification Evaluation Committee. Ms. Feng is currently an
advisory member of Technical Committee on Heating Supply
Standardization under Ministry of Housing and Urban-Rural
Development of the People’s Republic of China. Prior to joining
the Group, she has been working over thirty years in Beijing Gas
& Heating Engineering Design Institute, a state-owned enterprise
which specified in gas and heating engineering design and her
last position before retirement was deputy chief engineer. She has
extensive experience in the heating supply industry.

Mr. Chen Xier, aged 56, 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 Committee. Mr.
Chen has been a practicing solicitor in the PRC for over 30 years.
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Corporate Governance Report

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. Save as
disclosed in the Chairman and Chief Executive Officer section of
this Corporate Governance Report, 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 2021 (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 eight Directors, among them, four 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
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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 9 meetings during the Year. Directors are
aware that they should give sufficient time and attention to the

ExgrHRTeR TENARESTEEMEE
HAENFREERNEMBERRTEE -EFS
#$¢f§f‘iﬁﬂu’i§%°ﬂ§$i’]ﬂ]u,\fﬁ7ﬁ
REAMEBETRERHEERT SEFHFE

affairs of the Company. The attendance of each Director for the EEEMAEAT:
Board meeting is set out below:

Board meeting
Name of Directors EERR BEEged
Executive Directors: HBITES:
Mr. Cai Da — Co-Chairman BESE-BELE 9/9
Mr. Li Xiang Hong — Co-Chairman TRBEE -BHEEE 9/9
Mr. Li Wai Hung FEBEE 9/9
Mr. Wang Tong Tong FTRBELEE 9/9
Mr. Chen Youhua (resigned on 1 January 2021) BRRELER-_FE=—F—H—HEF) 4/5
Independent Non-executive Directors: VHETES:
Ms. Wong Na Na 1 96 48 2x = 9/9
Mr. Wang Zhixiang TEFELEE 9/9
Ms. Feng libei IS 2+ 9/9
Mr. Chen Xier PR 48 52 5 A 9/9

The biographical details of the Directors are set out in the section
headed “Profiles of Directors” on pages 21 to 22 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.

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.

Silk Road Energy Services Group Limited
M RIRGEE AR AT

2

EE/REFRBHRAFRENENAZIEERE
BEl—f ZHEERELEAGMBERBR
PAT GEM 48 i Jo 7K 2% &) 48 v 1) % o

RAFE EFCMKESEHREHEER - &
FAREBEENBATSKBYUNEXEER BN
HARRARE - ARBHEERAEFRHIBEL
MEXER U REBITEHARANEE -
ZK’AEE%%%E’U%&&‘“QHFL MRk - &

FERAKEXTBNAEEEE  THRRZEZERIK
THES DB&*BFW]AEEJ'°EE§J"E\,\,\E@%D
RARRAHBBENBE BEFSTHEERE

BB BE METS o



Corporate Governance Report

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
Ccompany'’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 2021.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to code provision A.2.1 of the Code, the roles of the
chairman and chief executive should be separate and should
not be performed by the same individual. Currently, each of Mr.
Cai Da and Mr. Li Xianghong is the Co-Chairman. Mr. Cai Da as
the Co-Chairman was responsible for providing leadership to
and overseeing the management of the Board, and performing
the roles of the chairman for the purposes of the Articles of
Association of the Company, the Corporate Governance Code and
the Rules Governing the Listing of Securities on the GEM, while
Mr. Li Xianghong as the Co-Chairman was primarily responsible for
overall leadership in the strategic development of the business of
the Group. Further, following the resignation of Mr. Chen Youhua
from the positions of executive director and CEO of the Company
at 1 January 2021, the board has not yet appointed a new chief
executive of the Company. Accordingly, the duties of the chief
executive have since then been undertaken by the executive
directors. The Board will keep reviewing the current structure of
the Board and the need of appointment of a suitable candidate
to perform the role of chief executive. Appointment will be made
to fill the post to comply with code provision A.2.1 of the Code if
necessary.
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Corporate Governance Report
LEEABE

INDEPENDENT NON-EXECUTIVE DIRECTORS

As at 30 June 2021, 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.

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.
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Corporate Governance Report

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 (i) making recommendations to the Board on the remuneration
of non-executive Directors.

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
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and recommended specific remuneration packages of the Directors MESZEIREHERZ: - AFESKE 2 HER
and senior management to the Board. The attendance of each  E&EHun T
member during the Year is set out below:

Number of
meetings
attended

Members & HEERRY
Ms. Wong Na Na — Chairman WS £ - 11
Mr. Wang Zhixiang EEFELEE 11
Ms. Feng Jibei TS Lt 11
Mr. Cai Da BaEL g 11
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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
one executive Director, namely, Mr. Cai Da (committee chairman)
and three independent non-executive Directors, namely Mr. Wang
Zhixiang, Mr. Chen Xier and Ms. Feng Jibei.

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

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 KE

Mr. Cai Da — Chairman

Mr. Wang Zhixiang FEFELEE
Ms. Feng Jibei TS I+
Mr. Chen Xier PR 40 52 % A&
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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 2020
and 31 March 2021 respectively, interim report for the six months
ended 31 December 2020 and the Group's audited annual results
for the year ended 30 June 2021. The Audit Committee also made
recommendations to the Board and the management in respect of
the Group's financial reporting and internal control procedures.

The attendance of each member during the Year is set out below:

TREBRE
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RUZBYIFRTESMER I PL (£
BeXFE) FEHekd BUEBELLTIREMARSE
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%ﬁé%@a DR BENASEBRE_T_TFA
A=tRLt=@ArBE—"T_—F=A=1+—H
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T RNAZHALFEZEEREFRE-F
FéﬁaﬁﬁﬁﬁlZWﬁ$ﬁ&W$?TkT
AEFSLEEERIEBEES

AEEEREZHFERBEHIMT :

Number of
meetings
attended

Members RE HESBEREY
Ms. Wong Na Na — Chairman T+ - 5 4/4
Mr. Wang Zhixiang FEELE 4/4
Ms. Feng libei TS 20+ a/4
Mr. Chen Xier PR 40 52, %% A& 4/4
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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$1,280,000. Non-audit
services include tax review during the Year. The total fee paid by
the Group for non-audit services was approximately HK$57,300.

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 81
to 88 of this annual report.

20,
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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 10ss. 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 2021.

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 2021. 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.

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.
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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 reqguirements
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;

(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;

(vii) the general market conditions; and

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

Silk Road Energy Services Group Limited (the “"Company”) and
its subsidiaries (collectively known as the “Group”, “we" or “us”)
hereby publish the Environmental, Social and Governance Report
(the “Report”) for the year 2021 with the aim of conveying the
management approach and sustainability strategies of the Group
to stakeholders within and outside the Group. We hope the
Report can serve as the communication bridge between us and
the stakeholders, and continue to optimize our development
management system and facilitate our work with the opinions of
all stakeholders.

Reporting Year and Scope

The reporting period for this Report is from 1 July 2020 to 30
June 2021 (the “Reporting Period” or the “Year”). Unless otherwise
stated, the scope of the Report remains the same as last year,
covering the Tianjin Dawei New Energy Company Limited (“Tianjin
Dawei”) which is engaged in provision of heating supply and the
Group’s lending business in Hong Kong.

As the Group’s business of providing coal mining services in Inner
Mongolia has undergone significant changes last year, in order to
comply with the Administrative Measures for Coal Mine Overall
Entrusted Management Safety (Trial) ((HIEEBEE L 2 EIE W
& (B17))), we have entered into termination agreements with
customers and will no longer provide coal mining services under
the existing agreements for customers. Therefore, the Group has
not included the coal mining business into the Report since last
year.
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Reporting Standard

In preparing the Report, we have adopted the following 4 reporting
principles and made relevant disclosure in compliance 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 "HKEX"). The corporate governance session has been stated
separately under the “Corporate Governance Report” in the annual
report. The last session of the Report contains the complete index
as per the “Environmental, Social and Governance Reporting Guide”
for reference.

R -HERERBRE

B m

ERmAEANRER - HAITRAT T HIAME E &R
AR ERBEXGNGEEMERRA(EERS
AT ) T B8 5 B AR RUBT &% — + AT El A GRIR
iA&amﬁih%Wﬁﬁﬁ@ﬁ%°ﬁ¢%E
A BRAFRPIEXEERRE]I L EBR
t°¢t¥|§¢6’] BESCHARBCRE  HER
AMEHEIDNTBRE - UHEE2E -

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 g
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
— Bt

We adopted an electronic data collection system Q
improve the accuracy of data, so as to disclose the
performance of our key performance indicators about the
environment, society and governance to stakeholdersina
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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The information disclosed in this Report includes issues of greatest
concern to our key stakeholders. We are committed to following
the reporting principles of materiality, quantitative, balance and
consistency as the basic principles hereof in presenting information.
We are persistently committed to disclosing more comprehensive
environmental, social and governance information to enhance the
transparency of the Group's sustainability performance.
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Your Feedback

We place great emphasis on the views of stakeholders. We hope
this Report helps to improve the Company’'s performance in
business sustainability in the future. Therefore, we value and are
looking forward to your advice on this Report or the sustainable
development policies and performance of the Group. In case of any
opinion, please contact the Group by the following way:

E-mail: info@silkroadenergy.com.hk.

SUSTAINABLE DEVELOPMENT POLICIES

The Group upholds the persistent determination of building
up a resource-saving and environment-friendly enterprise. We
attach great importance to environmental protection in the
course of business, and strive to reduce the adverse impact
on the environment through making progress in respect of
sewage treatment, solid waste treatment and training on green
environmental protection. We promote the business associated
with our heating supply project and develop heating supply
business by use of clean energy. Meanwhile, we endeavor to
enhance 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 activities
and easing the pressure on the environment.

In addition, we continue to regard the occupational health and
safety of employees as the top priority. We will continuously
improve the existing safety measures, and do our utmost to reduce
the risk of occupational injuries to employees.
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ONGOING AND EFFECTIVE INTERNAL
CONTROL AND RISK MANAGEMENT

The board of directors is solely responsible for the strategy and
report of the environmental, social and governance issues of
the Group and delegates the preparation of the Report to the
management and its team.

The Group understands 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. The Board of the Group is solely
responsible for leading the sustainable development of the Group
and continues to monitor our internal control and risk management
system so as to identify risk factors that may adversely affect the
Group's development, including operational, financial, compliance
and environmental protection risks. Meanwhile, corresponding
risk control measures will be formulated. In addition, our Audit
Committee will review the Group’s internal control and risk
management on a continuous basis to maintain an effective internal
control mechanism.

During the Year, we also engage an independent consultant
corporate to review our risk management and internal control
systems, and we take corresponding rectification measures based
on the suggestions it made for us, so as to further strengthen the
effectiveness of our risk management and internal control systems.
We are also fully aware of the importance of the opinions of
stakeholders for environmental, social and management-related risk
management. Therefore, we actively collect opinions from various
stakeholder groups through different communication channels and
conduct materiality analysis, so that our sustainable development
plans and goals can fully reflect their concerns. We hope the
internal control and risk management system will be complemented
by the sustainable development policies of the Group through
continued supervision and improvement of the system, to further
fulfill the sustainable development vision of the Group.

STAKEHOLDERS ENGAGEMENT

Stakeholder engagement is the key success contributor in
formulating our environmental and social strategies, defining goals,
assessing materiality and determining policies.
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Our principal stakeholders

include customers,
employees, shareholders and investors, government departments
and regulatory agencies, and communities. The following

suppliers,

table illustrates the principal channels we communicate with
stakeholders and their issues of concern:

Stakeholders

rHE

Channels of Communication
BEARX

ZMNEERHERRES, H#HER BT K
REKEE BRNBFANEERBRLE - TX
HARMEFHESENIZRERBEIZE:

Issues of Concern
R E

Customers

e Daily operations or communications

Product quality

X A) A8 vk

®P HE&iE LR EmEE
e Customer interviews and feedback e Customer service
collection BPR%
EFEG#RLERKE e Privacy protection
FLEE R &
Suppliers e Supplier performance review e Fair and open competition
frER HEMKRENSE NSNS
e Meetings and interviews e Supply chain management
B EME A HEEE R
e Site visits
EMR R
Employees e Performance appraisals e Qccupational health and safety
8T KIBEBEZ e
e Internal department meetings e Equal opportunities
B Ef e & TE#E
e Trainings and workshops e Remuneration and benefits
Bl TES = i 4&
e Leisure and entertainment e Career development
competition EEER
KEIREE L&
e Team building activity
B R ER
e Questionnaire
HESEEES
Shareholders and investors e Annual general meeting e Investment return
AR R EIG & & RRBERE % & B 4
e Announcement and circular e Information disclosure and
NS transparency
e Company website B BERERAE

Protection of shareholders’ rights
and interests and fair treatment of
shareholders
REFREEZMAFEHEFRE
Corporate sustainable development
EAUFEERR

Government departments and
regulators
KT 50 PN S A i

e \Written or electronic
correspondence
EME AR EHM

e Publishment of business results
EEE i

e Questionnaire
HESEEES

Compliance with laws
BPEE o

Tax payment in time

K2 5 49 T

Promoting regional economic
development and employment
fRERE R EERIRLE

Communities
Zan

e Meetings and communications
& 2% x5
= gk X /I

Contribution to the society
Rt g

Environmental protection
RIRIR &

Ethical operation

BlERgE

O
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MATERIALITY ANALYSIS

In addition to the abovementioned constant communication
channels, we also conducted a materiality analysis through online
surveys, and invited various categories of stakeholders to score
the materiality of the 24 identified material sustainability issues, to
help the Group to identify the issues that are significant for us and
improve our sustainable development strategies and approaches.
The steps of materiality analysis include:

Materiality analysis is carried out by collecting the scores
by stakeholders and taking into account the opinions of the

management of the Group.

BAEERE
Identifying
material issues

In our materiality assessment
process, we mainly referred to
the “Environmental, Social and
Governance Reporting Guide” of
the Stock Exchange to identify
material issues related to the
Group.

BRPEFEEZEFENERFP -

SLEMIMCRE  HER
a/ai&i?aélﬁﬁkﬂﬂéﬁzﬁﬁlﬁ
FRERRE -

RIE #HEREAR

EEMSN

N

B

\- /

Various stakeholders were
invited to participate in the
feedback survey and score
various issues through
questionnaire.

a‘”ﬂﬁ%%?ﬁ#ﬁﬁt T8

BEE
AL RIZBEHETS

e n.w

Scoring a

BRTIAEWNERER
ETTEEZE
BIRI2AMEAE KRR B B R BB T
MBI AREBREMNERMAMSE K RERANZEE - A
ERERMNAIHFEERRBNSEH - FE2UD
Ui: g )

=== V|\$ AN

¥

S E D
&S A -

o«

&

RE HMANEBRLAE
- BMBEENNFOERER#
TEZHFS

CMEEEEEENE RET

-~

TR
Assessment
results

Materiality analysis is carried
out by collecting the scores by
stakeholders and taking into
account the opinions of the
management.

W ERFD
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Analysis Chart of Materiality Issue Assessment

Based on the assessment results obtained from the questionnaire
survey, we have identified the material sustainable development
issues associated with our business and formed the following
materiality matrix. The upper right corner sets out the most critical
issues derived from this analysis. The Group will manage the issues
through standard system and sound policies and disclose them in
the Report. In terms of the lower-scored issues for the time being,
the Group will continue to keep an eye on them. In the future, the
Group will continue to understand the feedbacks and suggestions
of stakeholders through diversified, transparent, credible and
accurate communication channels, with a view to providing support
for the Group’s sustainable development strategy.

EXZEFEAINE

RIEFAESAEMFEOFTHER - HAIHEMHE
EBHEENEENSERRAR XK TIE
ZHEE  ERALARIRRERAMBSEHER
MEnEE  ARESREBREOGE KT
ENBRMAERE  WRARESIEEHEE - #f
HERFIOBRENRE  AKETKFERSTH
Ee KK - AKERBBREZIT  BH  WERE
BHBBRE RKETHRENDENERRAZE
RAEENAHEERBEREESD -

Materiality Analysis for Each Issue

BRECEEMDN

6 20 OB

5.8
¥ 5.6
S 810,18 9,11,21
Bﬂ 5.4 6] ® ©
5
%m‘ 5.2
o8 s
-
>8 5,23 12,14
Eg s ® 0200
S5 2,19
S
‘8 4.6
(T
= 4.4

4.2 D o

4

4 4.2 4.4 4.6 4.8 5 5.2 54 5.6 5.8 6

Materiality to the Group
HAEEMzEEM
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Issues of concern Br=E

Diversity and Anti-discrimination % 7/t & R 48 Climate Change R{E 21t

Employment Relations {& % 8 (%
Occupational Safety and Health Bt % 2 k2
Training and Development 15 3| & % &

Supply Chain Management 4 & # & 12
Anti-corruption = £ ¥ 2 B
Contingency Plans for Disasters i #E & B &
Product and Service Quality 7 & & R % @ &
Product Safety ER %2
Compliant Handling 1 & & 2
Intellectual Property 034 2 #

Child Labour and Forced Labour E T 38 %

Employee Benefits & T 7z 7l

Greenhouse Gas Emission i = & 82 5 i

Exhaust Gas Emission /& &5k 5

Sewage Discharge J5 7K il Customer Privacy Protection & F 7 & (R &

Waste Disposal & £ )55 12 Customer Satisfaction EF#E &

Energy and Water Conservation & 4748 & f 7k Participation in Public Welfare Activities £ 82 % & &

Green Procurement 4 £ % % Charitable Donation % & 18

Disclosure of Material Issues EERERE
Disclosure of material issues Relevant Section
EEZRERE B ES
Climate change Response to climate change
RIE# 1t B RIRE 1
Product and service quality Product responsibility
EnkRBEE EmaT
Greenhouse gas emission Energy conservation and emission reduction
B E RSB £ 8 Rk HE
Occupational safety and health | Occupational safety and health
BEL2RER BEREREZSD
ANTI-CORRUPTION AND PRO-INTEGRITY mEER

The Group advocates integrity and is committed to implementing AHEEEEHEWHNIRNERERNRER R
effective anti-corruption and anti-bribery management. We require BEIE - ZEMELAEESE  aRBEREEY
all directors, senior staff and employees to behave as per high MNUE/KENFTAERTERED BRI EMEIE
standards of conduct and to ensure that they will not commit ZR®E -&REE FEPNARMNEHNTETR
inappropriate behaviors that is detrimental to the interests of #EMAERERRINERBIZ -

shareholders, investors, customers and the public, thereby

safeguarding the overall interests of the Company.
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We have developed anti-fraud management and whistle-blowing
policies including whistle-blowing mechanism to provide anonymous
channels for our employees to report suspicious corruption,
bribery and fraud cases. In case of any suspicious misconduct, any
employee can report the same through the mechanism. All reports
and whistle-blowers’ information shall be kept confidential. The
person who receives the whistle-blowing report or takes part in the
fraud investigation shall not disclose any unauthorized or unverified
information. In addition, we have developed a set of evaluation
models 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. The Group has not received any
complaint about corruption, bribery or other misconduct during the
Reporting Period.

Emphasising Anti-Money Laundering and Countering-
Financing of Terrorism

The Group abides by the principle of integrity in operation, and
strictly complies with the laws and regulations of the place where it
operates and the requirement of regulatory agencies, including but
not limited to the “Criminal Law of the People’s Republic of China”,
“Criminal Procedure Law of the People’s Republic of China”, and
the “Unfair Competition Law of the People’s Republic of China”, the
“Supervision Law of the People’s Republic of China”, the “Prevention
of Bribery Ordinance” (Cap. 201 of the Laws of Hong Kong) and
others related to the prevention of bribery, extortion, fraud and
money laundering. 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. The Group has
always strictly complied with all laws and regulations on combating
money laundering and terrorist financing in Hong Kong. We have
put in place specialized rules and regulations, workflow control,
competent personnel 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 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.

Silk Road Energy Services Group Limited
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During the Reporting Period, we invited professional institutions to
provide training for directors and 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 of relevant parties and strictly abide by all laws
and regulations on AML/CFT in Hong Kong. As far as the directors
know, the Group did not receive any complaints about corruption,
bribery or other misconduct during the Reporting Period.

PROTECTION OF PERSONAL DATA PRIVACY

The Group attaches great importance to the privacy and
confidentiality of employees, customers, suppliers, business
partners and other stakeholders. We may collect personal data of
customers as our lending business operated in Hong Kong shall
comply with “Guideline on Compliance of Anti-Money Laundering
and Counter-Terrorist Financing Requirements for Licensed
Money Lenders” and for business needs, but we adopt relevant
confidentiality system in accordance with the Personal Data
(Privacy) Ordinance (Chapter 486 of the Laws of Hong Kong) for
customer data privacy, under which sensitive information shall only
be collected and processed by authorized persons. All employees
assume the obligation of confidentiality, 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.

OCCUPATIONAL HEALTH AND SAFETY

We care about our employees and are committed to providing a
safe working environment for them. The Group hopes to establish a
safety management system for our heating supply projects 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 our Company to achieve
the ultimate goal of ensuring employee safety.
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The Group attach great importance to the occupational health and
safety in relevant aspects. The Group is committed to complying
with the relevant laws and regulations including Occupational Safety
and Health Ordinance (Cap. 509 of the Laws of Hong Kong), the
Law of the People’s Republic of China on Prevention and Control
of Occupational Diseases ({F ZE A K HAE B ZERPIEE)),
Measures on the Administration and Supervision on Occupational
Hygiene of Workplace (Decree No. 47 of State Administration of
Wwork Safety (the “SAWS") (TR ER A EEEIRRT)
(BARZ2EEERBSEL75)), Measures for the Declaration of
Projects with Occupational Hazards (SAWS Decree No. 48) (B %
REEEERRIEA)(BERELEEELRLEHEAL’H)), Measures
for the Supervision and Administration of Employers’ Occupational
Health Surveillance (SAWS Decree No. 49) ({FB A 2 i B 2 R &5
EEEBEEEWANBERLZEERBSEL95)), Interim Measures
for Supervision and Administration of the “Three Simultaneities” for
Occupational Health at Construction Projects (SAWS Decree No. 57)
(EZREEREFECARIEEERETH A ERLEESE
48 545 5515%) ) and the national standard Technical Specifications
for Occupational Health Surveillance (GBZ188-2007) (<& 3 & 7
BE S R 1T 4R #8) (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 an 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 in the past three years.
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Safety Management System for Heating Supply Business MEXBENRZEZEERA

We focus on the establishment of the safety management system. HFfFI/FTERLE2EEERERMNERE  RMEY
We have developed various safety management practice guidelines. T&BEBLZ2EIETIERS  BRELX2EEREHE
In addition to safe production rules and regulations, as for the 4b > HFI ST EEEBB R XM SR HEE TGAE
heating supply projects, we have particularly established the BEZ2#HEHIE) (BEEREHZEEEHE) -
Regulations on Safety of Boiler Room ((ififlE Z L ZHEHE)), CEMZE2HE BIBREFNEIZSHE - UTA
the Management System for Firefighting Safety of Boiler Room Ll ZEHIEMEZANE :
(CGRIEREBZ2EEHIE)), the Regulations on Fire Safety

Education and Training (CEfFZ 2% A - HIIREHE)) and

other regulations. Highlights of the aforesaid regulations are as

follows:

Regulations on Safety of Boiler Room
(AEEZEZREFE)

o Boiler staff must obtain relevant certificates before performing their duties
MIBEBABMNERE LM

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

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

. Reject any instructions in violation of boiler safety regulations
HEMERMEZDETHNEEET  BERHT

Management System for Firefighting Safety of Boiler Room

(REEEHMREEESE)
o Implement the guideline of “precaution comes first with active prevention”
ERIERAE  PIBEEIG
o No flammables and combustibles shall be accumulated nearby the boiler room
BIERMBERENTHERSR - 5ED
o Boiler room shall be equipped with adequate firefighting equipment which shall be kept and under regular check
and maintenance by dedicated staff
MEFZERBERHNENEM THEABERELECHETRESHE

Regulations on Fire Safety Education and Training

CHBERZZ2HE  BIREFNE)

. Training shall be carried out for all staff annually
BNEEEIGFETEI

o New staff and those re-designated to a new post shall receive relevant fire safety training before performing
their duties
TEEMEAFTEAMOE 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, 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.

We emphasize on the establishment of an emergency response
plan as it helps our employees to initiate the response plans
immediately in case of the occurrence of any sudden, dangerous
and catastrophic accidents. The prompt intervention by
implementing the plans at the early stage or even the pre-warning
stage can prevent the spread and escalation of accidents and
minimize the losses. Even if an accident has 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 No.70 of
the President of the PRC) ({(RZEARAMBEZ 2 EEENERE
%< 20024 570 §%)) (Order 2002 No.70 of the President of the
PRC), Identification of Major Hazard Sources (GB 18218-2000) ({ZE
A& B R P4 ) (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
accidents and ensure the emergency relief work 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.

O
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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.
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 the heating
supply project station, so as to maintain its safety.

PRODUCT RESPONSIBILITY

we are committed to maintaining a stable heating supply to cater
for the needs of our customers. In terms of heating supply, we
will monitor the operation of the natural gas boiler and boiler
system data around the clock, to ensure the normal operation of
the heating supply service. To the best knowledge of the Directors,
the Group did not recall products or terminate services due to
safety and health reasons during the Reporting Period. In terms
of after-sales service, in the event that we receive complaints
or are informed of problems from local residents about heating
supply services, we will deal with such complaints or problems
in a timely manner. If construction or equipment is involved, our
maintenance team will take action as soon as possible to rectify the
defects in such construction or equipment. During the Reporting
Period, the customer service calls of the heating business received
mainly repair applications. During the Reporting Period, nearly 800
complaints were received, all of which were processed in a timely
manner, and the Group has not received any major complaints.
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RESPONSE TO CLIMATE CHANGE

The causes leading to climate change includes factors attributable
to both nature and human. Among the later ones, the major effect
is brought by human activities from industrial revolution, especially
the economic activities during the process of industrialization.
The greenhouse gas emitted as a result of human activities, such
as burning of fossil fuel, deforestation and the change in the
use of lands, has resulted in great increase in greenhouse gas
concentration in the atmosphere, which aggravated the greenhouse
effect and eventually led to global warming.

As the accelerated urbanization in PRC has increasingly worsened
the global warming and environmental pollution, the Group will
proactively identify the risks and potential opportunity arising
from climate change and accordingly establish effective response
strategy. Meanwhile, the PRC government has been actively
promoting further 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
(RARRBERIT=FI#HE)) in 2016 following the release of
Action Plan for Prevention and Control of Air Pollution ({ K& /5%
Fr 778 5F2E1)) by the State Council. We believe that under this
trend, stakeholders will have higher expectations for the actions
and performance of response to climate change of the corporate.
In view of this, we will continue our strategy to develop the
environmentally-friendly heating supply business, and seek further
expansion in areas delivering higher profitability such as Beijing,
in order to be actively responsive to the national low-carbon and
green development objective of “coal-to-gas conversion” with a
view to mitigating the severe fog-haze weather in northern China
in winter through replacement of coal with clean energy.
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o AREEREERAREECREREAEE

In addition, the management of the Group understands that climate
change risks would have a direct and indirect impact on the
Group's operations. Accordingly, we will step up climate change
risk management to mitigate the impacts of climate change and
smooth the transition to a low-carbon economy. The risks related
to climate change we identified are mainly extreme weather risk,

transition risk and market risk.

Climate Change Risks

KREB{EK

Physical risk — extreme weather brings typhoon, high
temperature, rainstorm and drought, which may lead
to the temporary closure of the office.

PMmRHEZE - EFE R 2 EREE -

[\ B B 7 5 R o

Counter Measures
& ¥ 8 e

When the government departments issues relevant
extreme weather, the Company will implement
measures to ensure the safety of employees according
to the situation, such as leaving work early and
working at home.

Regularly review the Group's environmental protection
initiatives and strive to ensure their effectiveness.

BB EMARER R RAR  RFASREBRE
EREE T2 20 %M s TR ERBEA

o,

ERRTASENRREE LB NEREIKK

Transition risk — opportunities for the Group to arrange
additional resources to deal with regulations, such as
the introduction of emission reduction regulations in
operating areas.

Closely monitor the development of environmental
protection related laws and regulations that may affect
the Group's business, supply chain and customers.

SEEK

il

HRER — S E LR EE G
LHRBINEREEIER -

BUBRBAREAREER  HERKEPHNRFEAM
EREEER-

Market risk — in the context of low-carbon economy,
consumers and investors reduce their demand for
products and services that do not meet the low-
carbon life, and companies that fail to achieve
low-carbon transformation may be abandoned by
consumers and investors.

Give priority to the purchase of environmentally friendly
products to support the move towards a more
inclusive low-carbon economy.

mEER —RREESRT  HEERREEREY
AHEERMAENERMRBOHFR - EIRFLUA
RN AR A BERHEERREEWE -

BEZEBRRER UXFRA—EEZABTEMNE

HEBE -

Annual Report 2021
20214F 3R

KEGETERMAERZE - At RAKED
MERREREBCHRRERE  WRERRZESH
Sl
MREZEAERREIZ IR AREAR  E1




Environmental, Social and Governance Report
RE - HERERKSE

ENVIRONMENTAL OBJECTIVES REBE

We understand that the corporate needs to shoulder the social FHFIFAEGCESBEEARERENLSEL  AF
responsibility of protecting the environment. This year, we have set [EEBBEERE AN - BKUE - RLEBEEY
preliminary directional objectives on energy use efficiency, water KEZEREBNIEAZILHNARERE - &
efficiency, waste reduction and greenhouse gas emission. We fI€LELKEERERRBEZEREROANITER
will review the implementation progress of various environmental I B55R S @EHEHUR - 3 5IF Z e R BER = o
protection objectives and measures, monitor various emission

sources and identify more opportunities for energy conservation

and emission reduction.

Environmental Sectors Objectives
RIEHE A&
Energy Use Efficiency and Greenhouse Gas Emission Actively implement and maintain or gradually reduce

power consumption according to the power saving
measures of the Group

RERE AN E R EREBYN RESBENSHOREER  BREEWNT  EFHED
WA E IR
Water Efficiency Actively implement and maintain or gradually

reduce water consumption according to the water
conservation measures of the Group

FA K3 2= RIFEBEME L RAKER  BREENT  #RHES
B K E 7
Waste Reduction Actively implement and maintain or gradually reduce

waste generation according to the Group's measures
of paper use reduction, reuse and recycling

WA REEY) BEEENRIBAE VREARBRBLERBE  BR
EENT BFABEL RS BEENESE
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Environmental Performance Data Overview'

Key environmental indicators

and Governance Report
RE #HBREARARS

BEXRAHE K

BRRRER
Greenhouse gas
BRERE
Total emission 4,795.43 4,816.93 | Tonnes of CO2 equivalent (“tCO,-e")
P E WE— R MLIRE &
Direct emission (scope 1) 4,469.20 4,253.03 | tCOz-e
HEH R (EED WE— A biRE =
Indirect emission (scope 2) 326.23 563.90 | tCO,-e
il # BE R (F6[E2) WE— R MLIRE &
Greenhouse gas emission intensity of 15.86 15.90 | kilogram of CO.e per square meter of heating supply

heating supply business in Tianjin
REHEEBOAEREBEREE

area
DTSR EE BEKREERE

Greenhouse gas emission intensity of 81.95 136.17
Hong Kong office
BEREMEEMNRAERBERTE

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

Exhaust gas
BER

Nitrogen oxide (NOy) 3,860.92 3,669.89 | kilogram

A AL ¥ (NOx) NG

Sulfur oxide (SOx) 824.87 783.69 | kilogram

W &AL (SOy) N

Particulate matter (PM) 36.33 34.66 | kilogram

FEHRLY (PM) N

Energy

BETR

Total energy consumption 22,869.25 21,828.03 | '000 kwh

BEERFE=E T 1B F 5 B
Electricity purchased 533.46 583.91 | ‘000 kWh
HBEEN T & F EL B
Natural gas? 22,299.19 21,184.79 | '000 kWh
RAR? T @ F E B
Unleaded petrol 36.60 59.33 | ‘000 kWh
i i T {8 F B 5

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

business in Tianjin
RARPIE R w0 RERE =

THETERE, 8 F75 K HEREE

Energy intensity of Hong Kong office 0.22 0.39
EEMEENREREE

‘000 kwh per square meter of floor area of office
buildings
FRERFRE " GEARRAEEZLEBEEE

Water consumption

J:PiS

Total water consumption?® 19,969.00 13,078.00 | Cubic meter

48 FE KBS AVAD B

Water consumption intensity of 0.07 0.04 | Cubic meter per square meter of heating supply area

heating supply business in Tianjin
REBHEEBHEKEE

SR GEFFOREEEE

! 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.

! ERINAREEELERBREELERNBTERY
REEYETRBERBAEIR - NARK - BAGHESEGH
EXEEREYNERN  UHEERFELBERRE -

2 RARERBEREERMEERRBEPAEFROED -
MO BIRE UGS AR AERIERD LMK -

3 AR AEEREENREEGNEENHIT TREBL
KSR AR ARSEZ BRKBELRBEEESND
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RiR - EBRERERE

Energy Conservation and Emission Reduction

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 vehicle fuel is used for
daily administrative purposes. With respect to environmental
protection, the Group will consistently adhere to our guideline
on environmental protection, actively advocate the low-carbon
concept and encourage employees to adopt low-carbon lifestyle,
and reduce the use of natural resources, for the purpose of
promoting environmental protection and energy conservation with
utmost efforts. Set out below are the environmental protection
and emission reduction measures adopted by us in our routine
operation:

Reducing electricity consumption

WO R E

B B R B

BAAREREBHERNEBZRBERES RARKR
MEMBNER ERENTERAREREE
MAEEHERHEBBWBET  MAERHBE
BETHAA ERFEITE AEBERRERFR
MHRERSEH  BEREEERES  XBEIR
PR R AR BB - S RAEIR - BHPIATARE
HEIRREEE - AT RRFNBEEEL LAER
B 3R OR OB BE 15 0

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

work

EHRREEFHISNERSE BRREALT TR EFEEH
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

HEKEREZEHFNOE/SECHRBERBETRRE B0 EZREBEE
o Switch off unnecessary electronic devices or lamps while not in use

ETNERRN BERETUENETRELREE
o Use sensor-controlled lights in some office areas
Hrmr=wmEEAas A EXRAE

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

FIPFMBEARXMABARR - SR E Rz 8 EH

Reducing paper consumption
R

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

BERTEALCHRD NERXERARVHRERER

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

REBERABEREREEMA

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

BT EHm&KMAKN - & %M EAN

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

HEBETERTFHET  BARAA

Reducing water consumption

w A A K

o Employees must make sure to turn off the relevant water equipment after using to avoid wastage of water

BETIRFEAAKZEEVARREKZRAEBEERE HLELRE
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

RERMERKRE  LAR SRRARERHRFETHE

Reuse and recycling

AR B K

NELRARBERBE

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

ERERANAERM BREH BR ARF

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

ZEEXRFRQEE B0 U RE AR
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Energy Monitoring

The electronic energy management system has been applied to 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 on
each project station, and make rectifications immediately upon
identification of any abnormality and further enhance the energy
management of each project station.

Use of Water and Management of Sewage Discharge

Our heating supply service relies mainly on water as a medium
for heat transfer to achieve heating supply. Due to the nature of
the business, 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 the operation of our
heating supply business, 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. 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
subsidiaries 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.

BRI -#HERERERE

RERES 12

EREREMBERTEFLERERERS
VAR S % fRBR IR B Uh 9 ORI R - KOR - B A1
NBERN WMELERRNTETERERE
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U H)RE R E IR o

AKRSKERER

B HEREETEREKESENETRER
PUERIHERMER  AREBEEORS - M
HRegHRAENKER EXAEEEHEER
LETERENARHERNKERETRRER
R AKERNFER - ERAEERETEEEDN
MERGEREEE LT EPNAETERK - 1toh -
EERERFELENSKTRASEEEZFAR
B2 — BPIETEF K 9RBE BT ZK
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Impact on the Environment and Natural Resources

Tianjin Dawei, which offers heating supply service using natural
gas as fuel, will continue to seek opportunities in the future for
expansion of our green energy heat supply business and reducing
air pollutants through cleaner and more environmentally-friendly
heating supply methods in the long term, thereby strengthening
our positive influence on the environment. 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

The Group strives to abide by the Environmental Protection Law of
the People’s Republic of China ({(FZE AR EMBIRFZREE)),
Law of the People’s Republic of China on Appraisal of Environmental
Impacts ((FR#EAREMBIRFFEFTE L)), Law of the People’s
Republic of China on Prevention and Control of Water Pollution ({#
AR ERBEATEBAEY), Law of the People’s Republic of
China on Prevention and Control of Air Pollution ({# 2 A & HF1E
AEI5HFHAE)) 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 endeavor 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.

Silk Road Energy Services Group Limited
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TREATING EMPLOYEES WITH KINDNESS AND
EQUALITY

The Group understands that talents are essential to the
development of an enterprise. Therefore, we have always been
adhering to the principle of “people-oriented” and treating our
employees with benevolence and generosity. We are committed to
improving human resource management to provide employees with
a good working environment, enabling them to deliver their best
performance in their work and life.

Employment

The Group has been advocating equality and treating all
employees equally. 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, sexual orientation, marital
status, pregnancy and disability and other factors, should be
respected and treated equally. In the process of recruitment and
promotion, our consideration will be solely based on the abilities
and performance of the employees. In addition, in order to better
serve the customers in the place where we operate, we will recruit
employees in the place where we operate whenever possible,
and by taking such an approach, we hope to promote the local
employment rate and return to the local society.

Overview of the Number of Employees for the Year
TEC-FESIRMAERE D
Employees By Gender in 2021

m 5 Male = Z Female

BRI -#HERERERE
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&R
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AEEEBTIAEHF—E
TECERFESIRMAERE D
Employees By Gender in 2020

m 5 Male = % Female
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—EC-FEETRERERSE
Employees By Employment Type in 2021

\

n 20 " FRH
Full-time Part-time

“EC-FEEIRFRERE D
Employees By Age Group in 2021

3/

@

20852 AT Aged 20 or below
21-305% Aged between 21-30
31-405% Aged between 31-40
= 41-503% Aged between 41-50
m 51-605% Aged between 51-60
m 6155k bA L Aged 61 or above

Silk Road Energy Services Group Limited
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TECEFEETREREESE
Employees By Employment Type in 2020

\2

n 25 u R
Full-time Part-time

“ERCEFEETIRFRERE D
Employees By Age Group in 2020

3/

@

20553 AT Aged 20 or below
21-305% Aged between 21-30
31-405% Aged between 31-40
= 41-505% Aged between 41-50
m 51-605% Aged between 51-60
m 615REA_E Aged 61 or above
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TR -FEBTRENEEE S —ECEFEETRENEEE D
Employees By Category in 2021 Employees By Category in 2020

Q \J

—M& &34 A B General and Technician — R K H At A B General and Technician
m PAVETEE Middle Management = FREEE Middle Management
n SESCEREEASR n SESKEEREEAE
Top Management or Managerial Grade Employees Top Management or Managerial Grade Employees
—E_-FEEBTRIHELEED “ECEFERIRIFHELEEE D
Employees By Geographical Region in 2021 Employees By Geographical Region in 2020

n FE = REA n FE = REA
Hong Kong Mainland China Hong Kong Mainland China
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Employee Turnover Rate

Description
ot

By gender
& 1% Bl &l 2

BEIRKALER

2021 2020

Male
B

12% 11%

Female

By age group
REREES
Aged between 21-30
21-30%%

a3
>

— 17%

— 67%

Aged between 31-40
31-405%

20% —

Aged between 41-50
A1-505%

20% -

Aged between 51-60
51-60%%

— 11%

Aged 60 or above
607% 3k A
By geographical region
% i E 8l D

|

Hong Kong
aBE

13% 18%

Mainland China
A b

7% 7%

The Group has been adhering to the practice of 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 dismissed employees to ensure that
their dismissions are not due to the unfairness in the workplace.
The Group's practices on employment, resignation and dismissal of
employees are all carried out in accordance with the provisions of
the Labour Law of the People’s Republic of China ({F#E A RN
B4 ®)%)), the Labour Contract Law of the People’s Republic of
China ({fFzEA R EFMBILE)A[F)E)), 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.
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In addition, we have established the “Employee Handbook” and
other related human resources systems to specify the relevant
requirements such as remuneration and dismissal, working hours,
employee benefits and leave benefits for the sake of protecting the
rights and interests of both parties. 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.

Employee Remuneration and Benefits

We attach great importance to the well-being of employees and
care about them. We understand that providing benefits to our
employees will help us retain talents, thus promoting our business
development. Employees receive salary adjustments, bonuses and
promotions based on the level of remuneration and benefits in
the industry, their work performance and results of performance
evaluation. In addition, we are also concerned about the physical
and mental health of our employees. In Hong Kong, our Hong
Kong employees are entitled to 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. In addition to
the above-mentioned benefits, we also actively organised employee
activities, with a view to enriching their life in spare time, releasing
their stress and building up their bodies by way of doing exercises.
However, due to the current COVID-19 pandemic, we cannot
disregard the lives and health of employees in such an environment.
Therefore, we regret that we were not able to organise employee
activities during the Reporting Year.

BRI -#HERERERE
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RiR - EBRERERE

LABOUR STANDARDS

The Group does not use child labour aged below the relevant
legal threshold as stipulated in local legislations. Therefore,
when recruiting employees, the human resources management
department will verify the applicant’s age certification documents
to ensure their legal working age. Use of child labour and forced
labour is strictly prohibited by the Group. 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 that any child
labour or forced labour is identified, we will immediately arrange
the human resources management department and related
departments to investigate the incident. Furthermore, we will
also conduct a comprehensive review of the issues in the human
resources management system and take remediation measures.
For operations in Hong Kong, the Group ensures full compliance
to relevant regulations and refers to the Employment of Children
Regulations (Chapter 57B of the Laws of Hong Kong). For the
Group's operations in the PRC, it ensures full compliance to relevant
laws and regulations in the Labour Law of the People’s Republic
of China and the Labour Contract Law of the People’s Republic
of China which stipulate the prevention of the use of child labour
under age 16 and the prevention of any unlawful use of forced
labour. To the best knowledge of the Directors, 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 believe that our complete training can effectively enhance the
ability of our employees, while their growth can also facilitate the
development of the enterprise. 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 try our best to develop a positive
learning environment and a number of training programmes
for our employees annually, so that all employees can fully
understand each working procedure, system and related knowledge
of the Company. In addition, we encourage our employees to
pursue diversified development and continuously improve their
professional skills and knowledge.
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During the Reporting Period, we organised 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. These trainings were also designed to raise their awareness,
thus effectively reducing the Company’s risk of involvement in
money laundering and terrorist financing activities in the ordinary
course of business. In addition, we encourage employees to
participate in different seminars and trainings based on their
personal development needs to acquire the knowledge or skills as
required.

During the Reporting Period, the percentage of employees trained
by gender and category is as follows:

—FERMANSENZIETHIL

Percentage of Employees Trained
By Gender in 2021

__‘._

40%

60%

s F Male = ZZFemale

During the Reporting Period, the average number of training hours
of employees by gender and category are as follows:

SR -FERNERED PRI R

Average Number of Training Hours
of Employees By Gender in 2021

s 5 Male = %2 Female

—EC-FERBTERED

Average Number of Training Hours
of Employees By Category in 2021
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Percentage of Employees Trained
By Employee Category in 2021
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RiR - EBRERERE

SUPPLY CHAIN MANAGEMENT

The effective supply chain management is of great significance
to maintain the quality and reputation of our products. Therefore,
we attach great importance to the quality of our suppliers. Due
to our nature of our business, our main procurement items can
be basically divided into professional services (such as legal,
audit, etc.), office procurement (office equipment, electrical
appliances, stationery, etc.) and procurement of natural gas for
heating supply services, and do not involve complex and diverse
products. However, we still pay attention to whether the products
are environmentally friendly and tend to purchase environmentally
friendly products. Currently, our main suppliers are two Mainland
Chinese enterprises, namely Tianjin Jinran Gas Co., Ltd. (K2
MRRA MR AT]) and Tianjin Yuetai Energy Co., Ltd. (K3EMEZF=ER
BBR2R]). In order to reduce emissions and energy consumption
during transportation, if the conditions are met, we encourage
prioritize the products from local suppliers so as to reduce the
distance of goods transportation and reduce exhaust gas and
greenhouse gas emissions.

We are committed to operating in full compliance with the laws and
regulations in the PRC regarding the society and environment. Every
time we review the existing suppliers based on their product quality
and certification, delivery speed, after-sales service, feedbacks
from users, non-compliance (including environmental and social
risks), etc., to examine whether the existing suppliers meet the
Company'’s requirements. In order to ensure the quality of the
Company'’s supply chain, unqualified suppliers are excluded and
cooperation with them will be terminated.

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. After that, we will
continue to monitor the quality of products of our suppliers, while
continuing to pursue better management models and methods in
supply chain management to reduce the potential adverse effects
of the Group’s supply chain on the society and the environment.
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COMMUNITY CARE

As a company with social responsibility, the Group is committed
to understanding the needs of the communities in which we
operate. The Group strives to develop long-term relationship with
our stakeholders and participate in local economic development to
give back to the society.

We understand that many residents who use our heating supply
service may face financial difficulties. In order to create benefits
to 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
through the implementation of this policy. Currently, our preferential
policies have covered the residents from Dahouzhuang (A& i),
Xiaosunzhuang (/"% &) and Donglantuo (3 & 1t).

PROSPECTS

During the Reporting Period, we have been committed to
performing our social responsibilities, dedicated to providing quality
services and actively participated in community development.
We will continue to seek opportunities in the future to help
disadvantaged groups, create a harmonious and comfortable
working environment, provide employment and development
opportunities and actively reduce the environmental impact of
our business processes. We will also continue to take advice from
different stakeholders and to practice the concept of sustainable
development.
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HKEX ESG REPORTING GUIDE INDEX EBRXEGHEE HEREARBER
5| & 3|

Subject Areas, Aspects, General Disclosures and KPIs
TEHE  EH: —RESEREEEEES

A. Environmental

A. BB

Aspect A1: Emissions

BEAT: HERY

Information on:

(@) the policies; and

(by compliance with relevant laws and
regulations that have a significant
impact on the issuer relating to air and

A1 General greenhouse gas emissions, discharges

Disclosure into water and land, and generation of

Al— 3% 5 hazardous and non-hazardous waste.

FEERIRERBHEMN MK time

A EREEEREVHNELSH:

@ BE: R

by BTFTHETABEATZENHEBEEEZR
RO E K o

Section/Statement
-1

Response to climate change
e R/ iz 81k

The types of emissions and respective
A1 emissions data.
HERU Y 1 KR AR B BE R BUR -

Environmental Performance Data Overview
RREREIE—B

Direct (scope 1) and/or energy indirect (scope
2) greenhouse gas emissions (in tonnes)
and, intensity, if applicable (e.g. per unit of
A1.2 production volume, per facility).
BE@EE) kgREE (FHE2)REREHEN
EUBHAE)R(WEREE(WNEEES
I BIEHRETE) -

Environmental Performance Data Overview
RIBERI\EE 8

Total hazardous waste produced (in tonnes)
and, where appropriate, intensity (e.g. per unit
A1.3 of production volume, per facility).
PRELAEEREDEE (UANE) R (MER)
*r(ZZDLAlfgiﬁh ‘!’IEBXEEH-I—y%—)

Not applicable. No hazardous waste is
generated in the operation of the Group.
TER AEENEEERPTBEESLATE
2 o
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BRI -#HERERERE

Section/Statement

TERER BFEH —KRERBERERXAER

Total non-hazardous waste produced (in
tonnes) and, where appropriate, intensity (e.g.

-1

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

A2 General
Disclosure
A2— RE 3t 55

Al4 per unit of production volume, per facility). generated and review whether there is a need
FTEAEEEEMES (LWEFE) R (@A) | for relevant disclosure.
BE(WASBESEMN BEREFTHE) - ZRINAEBEWNBRARAEREE LW EESE
BEANEBERERY AEEELETREEHEH
BoRAR BMEFESEMEEESRE
EYNEZN URIRSEZTZIEMEEY
BEE -
Description of emissions target(s) set and
M5 steps taken to achieve them. Environmental Objectives
’ WM FFEI VMR EERRAEIELER | REAR
P ER B Y 25 5% -
Description of how hazardous and non-
hazardous wastes are handled, and a
description of reduction target(s) set and steps
A6 taken to achieve them. Waste Treatment

RRREEERETERYN L kg
FITRT S0 R BE BAR M 4 i B 55 e B AR AT ER X
Hy 2 B -

Aspect A2: Use of Resources
EEA2: ERER

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

BUERER(BIEER - KEEMESTE) B
K o

& T W) Be 12

Energy Conservation and Emission Reduction
Energy Monitoring

Use of Water and Management of Sewage
Discharge

£ BE Bk BE

K X5 K BERR E 12

A2

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).

REAESNEER XEEER(WE - |
o) BFEE UTETERGE) REE (2
BEEEM BERZBTE)-

Environmental Performance Data Overview
REKRREE—F

A2.2

Water consumption in total and intensity (e.g.
per unit of production volume, per facility).
REKENFEE(WNEBEESEMN - BERE

-
FTE) -

Environmental Performance Data Overview
RIBRI[EE 8
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Subject Areas, Aspects, General Disclosures and KPIs

Section/Statement

TEER - EF@E-

A2.3

—REBEREREARER

Description of energy use efficiency target(s)
set and steps taken to achieve them.

EE B9

Environmental Objectives

EHA3: BERXA

A3 General
Disclosure
A3— R 1 E&

B mATABEMENEE (ARG E
BR)BEEBMIEE -
Aspect A3: The Environment and Natural Resources

) K (4n

'R

Policies on minimising the issuer’s significant
impact on the environment and natural
resources.
WEBTAHRERRARERENERTE
B o

W TE] LB RE AR EZE R AERE | RREE

it B T ERE ) AP BR o

Description of whether there is any issue in

sourcing water that is fit for purpose, water

efficiency target(s) set and steps taken to | Use of Water and Management of Sewage
A2.4 achieve them. Discharge

i i Sk B @ AR KR ER] BRI R - DA KPR | AR BT K EE R E IR

IV AKREEER BEDELEZEMEK

1538: 0k 3

Total packaging material used for finished . . .

products (in tonnes) and, if applicable, with Not apphc_able_ No papkagmg materials are

. produced in the operauons of the Group.

A2.5 reference to per unit produced.

CAREEMNEEERYBELBRM

ﬂ

Energy Conservation and Emission Reduction
Energy Monitoring

Use of Water and Management of Sewage
Discharge

£ BE Bk BE

BE R BE =

AR R AR E IR

A3.1

Aspect A4: Climate

EBEHAL: RIZZ1L

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

Wl EBEHHRERRAERNEATE
RERDEEEBZE2MNTEH -

Identification and response to significant

Impact on the Environment and Natural
Resources
HEREEMARABRNE

S 40
=

HAEERAREEHAEEELELENER

RIREBEEE REHTH -

A4 General climate-related issues that had or might have .
) ) Response to Climate Change
Disclosure impact on the Group. FE 5 4 (5 {1
Ad—REHE FR BRIk EEHE &R %E;%TKEIFET/E - -
B ERAIKERSE R
Description of significant climate-related
issues that had or might have impact on the Response to Climate Change
A4 Group, and response.

& SRR Z 1L
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Subject Areas, Aspects, General Disclosures and KPIs
TEHE - EEH —REESRBEEEEEE

B. Social
B. #&

Aspect B1: Employment

EHEB1:{ERE

B1 General
Disclosure
B1— A% i &

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, antidiscrimination,
and other benefits and welfare.

BN EE  BEERET  THESE - R

B TEHe 2ot REBUAREMAEF

BRENE -

(@ BE: Kk

b)) BTFTHBETABEAZENHABAZEZER
RO E R} o

Environmental, Social and Governance Report

BRI -#HERERERE

Section/Statement
EH 8

Treating Employees with Kindness and Equality
EFBEI TEHEF

B1.1

Total workforce by gender, employment type
(e.g. full-time or part-time), age group and
geographical region.

ZWHR - BESN(NE2BAERR) - Ficd
Bl Kot &l 55 #) B B4R BN -

Overview of the number of employees for the
Year
AFEEETAEGZT—F

B1.2

B2 General
Disclosure
B2— AZ # &

Employee turnover rate by gender, age group
and geographical region.
LR FRANRMEE SHNEBRKL

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.

ERRHEZE2TFRBERRERES B RBE

MEEN:

@ B=E: X

by BTHETABEATEMNHEBEEER
ROIE)E R -

Overview of the number of employees for the
Year
KEEETIAEGT B

Aspect B2: Health and Safety
BEEB2: BEERZE

Occupational Health and Safety
BEeEkzs

B2.1

Number and rate of work-related fatalities in
each of the past three years, including the
Reporting Year.
BEZFEEERFE)EFRAITHHA
R

Occupational Health and Safety
BEERRELR
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Subject Areas, Aspects, General Disclosures and KPIs Section/Statement

TEREE  EBH - REBERBEEEXEES EH B8

529 Lost days due to work injury. Oc;upational Health and Safety
EITEGERATERS - BERERLRZR

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

M PTERANB ERERE T 286 A RE
BAARITRERFE o

Occupational Health and Safety
BERRRLR

Aspect B3: Development and Training

fEEB3: & & KEI

Policies on improving employees’ knowledge

B3 General and skills for discharging duties at work. o :
) o o o Training and Skills Development
Disclosure Description of training activities. B Y B B AL B R
B3— 1% BB ARRFAREBTIERENTE R KN | e

R - A FaEE o

The percentage of employees trained by
gender and employee category (e.g. senior
B3.1 management, middle management).
EMAREEERN(WESRERE ARER
EZEIHXIEEEDL »

The average training hours completed per
employee by gender and employee category. | Training and Skills Development
ZUHRLREEREFE D  BREBTKZI | HillkEEER

B S 15 B B o

Training and Skills Development
Hill R EEERE

B3.2

Aspect B4: Labour Standards

BEHEB4: %I %8|

Information on:

(@ the policies; and

(b) compliance with relevant laws and
regulations that have a significant impact

b Qeneral on the issuer relating to preventing child | Labour Standards
Disclosure gy
BA— & 3 & and forced labour. M T YA
BB IEE T RoEH & TH:
@ HME:&

b)) BTFTHETABEAXLENBEEZER
RBIEE R o

Description of measures to review

employment practices to avoid child and

Labour Standards

B4.1 forced labour. 0T s 8
Btig s RO AR A E T kg | T
Description of steps taken to eliminate such

B4.2 practices when discovered. Labour Standards

MM AERIRER B RS ERARIBUMKIN | % TEA
Y 25 BR o
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Subject Areas, Aspects, General Disclosures and KPIs Section/Statement
TEHE - EEH —REESRBEEEEEE = - 3.

Aspect B5: Supply Chain Management
BHEBS: tEHEERE

B5 General Policies on managing environmental and social :
) . . Supply Chain Management
Disclosure risks of the supply chain. 4t 1 5 5 1
B5— & 1 BB EEMERNBEEEERRBE - SIEREEE
B5.1 Number of suppliers by geographical region. | Supply Chain Management
' RIS HERHEA - 1 e 8 B IR

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

M EBRERMERNEDN  RERITER
B HEEFREE  ARBEEBEMNNHNITR
BRI o

Description of practices used to identify
environmental and social risks along the
supply chain, and how they are implemented | Supply Chain Management

Supply Chain Management
HEEER

B53 and monitored. HEEER
B AEBRNEREESERENRERLE
BB ER - A RMEBERITRERTE -
Description of practices used to promote
environmentally preferable products and
B5.4 services when selecting suppliers, and how | Supply Chain Management

they are implemented and monitored. HEEER
Fi ot 7 BRGE L B R IR (R 2 A IRIRE n R
BHIED - ARMEARITRERFE -

Aspect B6: Product Responsibility
BEHEB6 - ERER

Information on:

(@) the policies; and

(by compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to health and safety,

B6 General advertising, labelling and privacy matters -
) . . . Product Responsibility
Disclosure relating to products and services provided and =0 E
B6— Mk B methods of redress. RS

BRAMREERMRENREELE BE

FERLMLEFEEALER T ED

@ HB®R: K

) BTHHRTABERZENHBERZR
HOIEE HL o
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Subject Areas, Aspects, General Disclosures and KPIs

Section/Statement

TEER - EF@E-

—REBEREREARER

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

EE B9

Product Responsibility

BEB7: RES

I HBEE B RELRLEBEE - U KLIEEE
WITRERGE -

Aspect B7: Anti-corruption

Information on:

(@) the policies; and

(b) compliance with
regulations that have a significant impact

relevant laws and

B6.1 reasons. o= /T
BES B ER AN AR R EEh |
MARKHE D -
Number of products and service-related
complaints received and how they are dealt -
B6.2 with. ProDduct Responsibility
WA RS 09 3 B A B e gy | R
bz
Not applicable. The money lending and heating
Description of practices relating to observing | supply business of the Group do not involve
B6.3 and protecting intellectual property rights. intellectual property rights.
HMEEERRENBEZEBBANEN - TEB AEEOMEREERZEB TS RA
BERE o
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.
il EERERBREREBKRER - TER AEBONEREEREB NS RE
miHE o
Description of consumer data protection
B6.5 ?rrrw]gler?wrel\ﬁgé/ aigllrcrlgf{itoargg how they are Protection of Personal Data Privacy

REEAERLE

the outcomes of the cases.
R EHEEBETASERERHIYEEL
MESFARHNEBE LFRGER -

B7D?secT()esrjlre on the issuer relating to b_ribery, extortion, | Anti-corruption and Pro-integrity
B7— 3 5 fraud and money laundering. FEEBE

BAMIEEE  $IR - MAFLLEREN:

@ B=E: Rk

by BTHETABEATEMNHEBEEER

ROIE)E R -

Number of concluded legal cases regarding

corrupt practices brought against the issuer or
571 its employees during the Reporting Period and | Anti-corruption and Pro-integrity

REER
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M RIRGEE AR AT




Environmental, Social and Governance Report
RiE - HERERRS

Subject Areas, Aspects, General Disclosures and KPIs Section/Statement

TEHE  EH: —RESREEEEEE = - 3.
Description of preventive measures and
whistle-blowing procedures, and how they are
B7.2 implemented and monitored.
MBS RERERF - LWERABHTR
BER T A o

Description of anti-corruption training provided
B7.3 to directors and staff.
HimMESEREIRENREFEI -

Anti-corruption and Pro-integrity
FEER

Anti-corruption and Pro-integrity
EEER

Aspect B8: Community Investment
EEBS: HERE

Policies on community engagement to
understand the needs of the communities

B8 General where the issuer operates and to ensure .
) . o ; . . Community Care
Disclosure its activities take into consideration the o

BS— A% 1 55 communities’ interests. s

ERANMES2ERTHEEMTHARESEM
BREXEBETDSZELEFEHEE -
Focus areas of contribution (e.g. education,
environmental concerns, labour needs, health,
B8.1 culture, sport).

HEIEREB(NHE REEFH BIH
ko Xk BE) -

Resources contributed (e.g. money or time) to

B8.2 the focus area.
EEIHREMHAER(MEELERE) -

Community Care
= A

Community Care
i E
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Report of the Directors
EEERE

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 38 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 89 of this annual report.

The Directors do not recommend the payment of a dividend for
the Year (2020: 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 196 of this
annual report.

SUBSIDIARIES

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

Details of the Company’s principal subsidiaries as at 30 June 2021
are set out in note 38 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 30 to the consolidated financial
statements.

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.
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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 page 93 to 94 of this annual report and in
note 33 to the financial statements, respectively.

DISTRIBUTABLE RESERVES OF THE COMPANY

As at 30 June 2021, the Company's reserves available for
distribution to its shareholders amounts to HK$285.41 million (2020:
nil).

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. Li Wai Hung

Mr. Wang Tong Tong

Mr. Chen Youhua (resigned on 1 January 2021)

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 22 of this annual report.
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Report of the Directors
EEERE

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).

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

As at 30 June 2021, 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 2021, 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$0.01 each of the

company

Name of Shareholders Nature of interests

BREWE KA EaMtE

CHEN Zhaohui Beneficial owner
PR FH 1= Em#EBA

XU, Gongming Beneficial owner
T Th R Em#EBA

XU, Gongming (Note)
T I ER (BT 3E) HIEREERFEH
Redwood Bay Investment Group Beneficial owner

International Company Limited (Note)

A EREEBERAR AR (M) Em#EBA
Full Ying Holdings Limited Beneficial owner
Full Ying Holdings Limited EmEBA

Note: XU, Gongming is deemed to be interested in 1,037,980,000 shares held by

Redwood Bay Investment Group International Company Limited (formerly
known as Zheng He Industrial Group Limited), the company is incorporated
in the British Virgin Islands, which is wholly and beneficially owned by XU,
Gongming.

Save as disclosed above, as at 30 June 2021, 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.

Held by controlled entity
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Report of the Directors
EEERE

DIRECTORS’ AND CONTROLLING
SHAREHOLDERS' INTERESTS IN CONTRACTS

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

SHARE OPTIONS SCHEME

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

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

For the Year, sales to the Group's five largest customers combined
accounted for 85% of the total revenue of the Group and sales to
the largest customer included therein accounted for 32% of the
total revenue of the Group. Purchases from the Group's five largest
suppliers combined accounted for 23% of the total purchases for
the Year and purchases from the largest supplier included therein
accounted for 15% 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 23 to 35 of this annual report.
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Report of the Directors
EEERE

EMOLUMENT POLICY

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

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

SUFFICIENCY OF PUBLIC FLOAT

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

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-Chailrman

Hong Kong, 20 September 2021
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Independent Auditor’s Report

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
89 to 195, which comprise the consolidated statement of financial
position as at 30 June 2021, 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 2021, 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

BY %A RS

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

AREREXRER

REESFNEXFE  BREZFEAR/YESE
EABMRGEMBERREFEENEH - B
ERERECMBRRLMEERERKEEZ
FFEE MIEREFFEEFERER -

statements as a whole, and in forming our opinion thereon, and

we do not provide a separate opinion on these matters.

Impairment assessment of property, plant and equipment

M BERRERENGE

Refer to note 17 to the consolidated financial statements and the accounting policies on pages 126 to 127.

B2HREMBERRMTI7TRBI1268127E ) G5B K ©

The key audit matter
BREEZXEE

As a result of recurring losses incurred by the Group, the
management of the Group considers impairment indicator
exists for the Group’s property, plant and equipment.
B BEEEEALBHEER ESETEERA =
SENYME BELAREFERETR -

Hence, the Group performed an impairment assessment
and determined the recoverable amount of the property,
plant and equipment, based on higher of fair value less
costs of disposal and its value-in-use. Fair value less
costs of disposal of certain property, plant and equipment
was determined based on market data from recent
transactions of similar assets within the same industry with
relevant adjustments. For certain plant and equipment,
the determination of value-in-use involved the use of key
assumptions in a discounted cash flow model, including
projected revenue, gross profit margin, operating costs and
discount rates.

Bt » SESEEETREE - WREQFER LS
REGABEMREERE)EEYE  KEREZENA
WEeRE RTFEREEE TYWE  BERRBHKAR
DRBFARTERAUEER G T IS EIEEE WY
HERAE HRETHRERRE EEEREEDPKRE
REeREENPHERRINER  2FEEGFKE - £
M SERARBEFEX o

We have identified the impairment assessment of
property, plant and equipment as a key audit matter
because determination of the recoverable amount of the
assets required significant management judgement and
assumptions made for the profit and cash flow forecasts.
HRETEECIHNSEFTEEEEH R ERER
SEAELRERHABREBSR  EZEEME - BEREKE
ZREFEER S —IBEREZSEIE -

©

Silk Road Energy Services Group Limited
HEEERIREEEFR AR

How the matter was addressed in our audit
EEEERYEEZEBENA 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.
EENEREFEERAB2ERLENERAMINGS A
FEHFMEEENXNERE  BRERIORARE A S
BHeREM - LEE BFEHIFEEEMGRIARKR
eREEAN BEEAFE EBERAAEFHAZEET
HEREEEBEREAMIEIES ERERETE
R o T EINAT A & AT I% T SRR E (B 3R R E
EERARFBR)NES T -

We have also discussed with an independent professional
valuer (the “Valuer”) and 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.

ZECHE—EBUEEMGEM(EEMD S ®  TERE
B H 5t & & 4 K i H ) A BUR B 35 2RO Hb B BART & &
BEREBEMEKBZAER-

We have also discussed with the Valuer and assessed
the valuation methodologies and parameters used in the
determination of fair value less costs of disposal of relevant
assets.
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Valuation of trade receivables
BEZRBRENMEE

B %A RS

Refer to note 22 to the consolidated financial statements and the accounting policies on page 119 to 123.

B2HREMBERRMI2RFN9R123EM ST HK -

The key audit matter
BEEZEE

As at 30 June 2021, the carrying amount of trade
receivables was HK$57,165,000, net of accumulated
impairment loss of HK$32,465,000.
RZEZ—FA=1TH BS5RKRENEREAS
57,165,000 7T (0 Bk 2 518 (B &5 1832,465,0007% 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.
HoRKFBEREREDREEREEEE(EHREE
EEDAE MESRCEEFEENLEREFEEELRK
B ¥E IR IR I 78R — AR 48 8 AR OR 72 A B B BE 1 B R 1
fif st -

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.

ZEERE IR ARBENHERNABREZSE  BHE

XEREBIBEBEEMTE -

How the matter was addressed in our audit
ESEBERTREZBEANGE

Our audit procedures were designed to assess the
assumptions and judgements of the Group’s ECL model on
impairment assessment of trade receivables.
EENEREFEENE SEEERHAGEEBRERY
B 5 I WK IE RUE AT 14 B0 R aR & FI 6 -

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.
EEFREEERERRNEAK UL E A E &R TG E R
BYHREREEHNGBSZEENE  BEARELERD
HENERYE  THELBAEREESRERELEMRR
RAEMEENETEERE

We have also inspected cash received from debtors after
year end relating to trade receivables balance as at 30 June
2021 on a sample basis.
BMMERBE_T_—FNA=THEHNEZHRKFKIAL
BRENRFEREBEBARDOR S ELHERS -
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Valuation of loan receivables
FE W & R Y 14 B

Refer to note 23 to the consolidated financial statements and the accounting policies on page 119 to 123.

2R M B RMRM TR FENIE123B M G5 R °

The key audit matter
BEEZEE

As at 30 June 2021, the carrying amount of loan
receivables was HK$142,002,000 net of accumulated
impairment loss of HK$14,443,000.
RZZE=Z—FSA=1H ' EREFRIREE /142,002,000
75 7T (F B 2 518 B & 814,443,000 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, changes in credit risk
of the counterparties and forward-looking information
including both current and forecast general economic
conditions.
ERRUERREEUGRAMBREANEEZEN  FF
KEKERNHEBRISAREZEE ERXELEE
BELR RXZ23UFEERREHRBIERRERTEAN—
BEBERAEANNAELER  AEEHAEEERERY
RERNEREHE -
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How the matter was addressed in our audit
ESEBERTREZSBEANGE

Our audit procedures were designed to assess the
assumptions and judgements of the Group’s ECL model on
impairment assessment of loan receivables.
EENEREFEENE EEERHAGEBRAERY
JE U B TR B 7T 1 8 R 5% & HI B -

We have obtained an understanding of methodology for
ECL through discussion with management and the 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.
EEERAEEEERGEMNN®  ETHREMREEEE
B35 c BT A EREES ERE L E R LA K HE o3
AAEBRMELENBRRAEREEBE 2BREAH
BEHREEM -

We have also inspected cash received from borrowers after
year end relating to loan receivables balance as at 30 June
2021 on a sample basis.
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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.
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Independent Auditor’s Report
B TR S

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

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

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

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

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

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors of the Company.

Silk Road Energy Services Group Limited
HEEERIREEEFR AR

o

RBOARERGEMBRRARENEL

EENHEERAERENSFSEAMBRIEREM
ETEFEBENRFHBRMERNENHRR
o WHREHBEEFEANZBEMES - BEFR
RESHEZRBGERER BTUESER) R
TR ARRERNBEMBERN - EFLTH
AHENARTEEMEMA L AREMETRE
REMEME - FEBEBSEBRNZE  ERE
BB EMETHNEZ TIETERBRERSE
P R B K 5R AR BR A - 88 3R FR st A R BR R kA
RELE WENXBBEAERABATARZE
ERERBZEEAMBHRREFLNKEERE
B BIBAR BB ASERR R -

EREBEBBESEMETERNERY  BFE
EEBLTERIRHE  REZXEREE -

AR
= ST :

e  BHRFEHARRFHRERMERKS M
BRERFEERHFERRAWER - RFTR
HITEREFUEHZERAR  URER
FARMBEENEZERE EREFERNE
- ARHGFFARESRER  BE BEEE
w - ERRASREARMEZNER - Bt
AEEHE T RRFFEMEHAE AN H R R
REm N REEEREERMEHAE N
AR Rt e =L B

e THREFRZMHEBNAMES  URFEEWN
ERRERF O HALFEREE BEEEAME
ZHAMMEERER o

e i ERTEEMRAETEBENRE
MREHEAEATNEARENS BT -



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.
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Independent Auditor’s Report
B TR S

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 Lee Shun Ming.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Lee Shun Ming

Practising Certificate Number: P07068

Hong Kong
20 September 2021

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

= A 12
meElEmER
For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

2021 2020
—EZ—F —EEF
NOTES HK$'000 HK$'000
B 5% FET FAT
Revenue W = 6 130,937 265,349
Cost of services rendered 12 AR 7% A A (95,464) (234,412)
Gross profit £ # 35,473 30,937
Other income H g A 8 8,845 10,552
Other gains H b W 25 9 2,541 4122
Administrative and other operating T HAth 2 38 &
expenses (42,701) (48,339)
Reversal of (provision for) impairment loss &t f& Y& — & Bt & A &) 2k 18
recognised in respect of amount due from R Z B E E 18
an associate B (B 21 3,341 (13,157)
Impairment loss recognised in respect of gt & 5 & H i & Uk 58
trade and other receivables T 58 2 B (B & 18 22 (20,315) (4,902)
Impairment loss recognised in respect of 7t f& I B FEE R 2 (B &5 18
loan receivables 23 (4,763) (1,691)
Impairment loss recognised in respect of FAEXNEERR ZREESE
contract assets 24 (1,743) (738)
Impairment loss recognised in respect of — shif RiEEERER
right-of-use assets BB E5 18 18 — (15,993)
Impairment loss recognised in respect of BB F A KR ZIREEIE
customer contracts 20 — (65,220)
Finance costs Bl & kAR 10 (2,834) (7,614)
Loss before taxation bR i Bl B 18 (22,156) (112,037)
Income tax (expense) credit Frisf (A E & 11 (7,829) 10,663
Loss for the year NEEEE 12 (29,985) (101,374)
Loss for the year attributable to: INTATEMARFEEEE:
— Owners of the Company — RNREHEE A (29.871) (101,204)
— Non-controlling interests — R ES 38 (114) (170)
(29,985) (101,374)
LOSS PER SHARE BRER 16
Basic and diluted (HK cents per share) EARR#E (@ RBWL) (0.40) (1.35)

Annual Report 2021
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
meBEankHME2ERE R

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

2021 2020
—EZ—F —EEF
NOTES HK$'000 HK$'000
B 5% F&T FAT
Loss for the year NEE EE (29,985) (101,374)
Other comprehensive income AEEHMZEUW R (BIX)
(expense) for the year
ltems that may be reclassified subsequently EEageEF D EEIBE 2
to profit or loss: HE :
Exchange differences on translating BEFINETEEE 2
foreign operations E =58 29,269 (14,364)
Total comprehensive expense AEEEZHMBERE
for the year (716) (115,738)
Total comprehensive expense LATATEEAREE
for the year attributable to: FHBRX:
— Owners of the Company. — AREHEB A (577) (115,556)
— Non-controlling interests — FEEE R 38 (139) (182)
(716) (115,738)

Silk Road Energy Services Group Limited
HEEERIREEEFR AR



consolidated Statement of Financial Position

e B S AR O &R

As at 30 June 2021
RZEZ—F,A=1+H

2021 2020
—EB-—F —ETF
NOTES HK$'000 HK$'000
M 5 FET FET
Non-current assets EMBEE
Property, plant and equipment M HWERZE 17 15,277 18,384
Right-of-use assets CRAEEE 18 906 1,278
Goodwill B 19 — —
Customer contracts BEEAH 20 — —
Deferred tax assets RIEFIHE E 29 2,944 6,737
Interests in associates R ERR 2w 21 — —
19,127 26,399
Current assets mEN & E
Trade, bills and other receivables EoRWGHIE  BREER
H {th & Y SR8 22 111,952 133,481
Loan receivables JE W E 23 142,002 199,297
Contract assets BEHNEE 24 12,980 14,799
Amount due from an associate JiE I — fEl Bt & 2 B K08 21 18,380 22,339
Financial assets at fair value through LESREAFEARZ
profit or loss T EEE 25 27,329 27,038
Bank balances and cash RITERNIR® 26 167,149 122,081
479,792 519,035
Current liabilities mEAaE
Trade and other payables B 5 K Eith & 3R 27 42,715 46,984
Lease liabilities HEAE 18 3,118 2,746
Amount due to a former noteholder B AT RER B ANIE 28 77,386 —
Promissory notes EHEE 28 — 123,096
Income tax payables FER P15 HR 7,679 2,952
130,898 175,778
Net current assets mEEEFE 348,894 343,257
Total assets less current liabilities REERMBAE 368,021 369,656
Non-current liability ERBEE
Lease liabilities HEAE 18 2,190 3,109
Net assets BEEFE 365,831 366,547
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consolidated Statement of Financial Position
mEMBERRR

As at 30 June 2021
RZEZ—F,A=1+H

2021 2020
—E-—F —E T
NOTES HK$'000 HK$'000
Bt = TER FAT
Capital and reserves BEARKFEE

Share capital & 7 30 74,926 374,628
Reserves & ¥ 290,839 (8,286)

Equity attributable to owners of the RAFIHEBAEGREZR
Company 365,765 366,342
Non-controlling interests IE 1% IR 1 38 66 205
Total equity e HAEE 365,831 366,547

The consolidated financial statements on pages 89 to 195 were
approved and authorised for issue by the board of directors on 20

September 2021 and are signed on its behalf by:

EEGN-F-—FNA-TEEERERES
FISEZGAMBHRZTIE  wEUTALR
5B

Mr. Cai Da Mr. Li Wai Hung
BELE ZEBEE
Director Director

5= ==

Silk Road Energy Services Group Limited
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Consolidated Statement of Changes in Equity
mERREER

Equity attributable to owners of the Company

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

AR ERANELER
Foreign
currency
translation Other Non-
Share Share reserve reserve  Accumulated controlling
capital premium (note i) (note ii) losses Total interests Total
HhEg
BERE HtEE
BRA  RHEE (B i) (B &) 25 ER A FERER At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TET FTET THET TET FTET FHT TET
At 1 July 2019 R=Z—-hFtA—H 374,628 651,897 (34,911) 3,305 (513,021) 481,898 387 482,285
Loss for the year AEEBE = = = = (101,204) (101,204) (170) (101,374)
Other comprehensive expense AEEEMEERY
for the year
Exchange differences on translating ~ BREENEHLEEL
foreign operations EXER — — (14,352) — - (14,352) (12) (14,364)
Total comprehensive expense AEEZ2EBHY
for the year — — (14,352) — (101,204) (115,556) (182) (115,738)
Transfer HE = = = 334 (334) = = =
At 30 June 2020 RZZ-ZFAA=1H 374,628 651,897 (49,263 3,639 (614,559) 366,342 205 366,547
Equity attributable to owners of the Company
AARAEEAEGESR
Foreign
currency (Accumulated
translation Other losses) Non-
Share Share Distributable reserve reserve retained controlling
capital  premium reserve (note i) (note ii) earnings Total  interests Total
s
A BRERRFE HttRE (RIER)
BE  RORE g1 () (Bt &Eii) REEA B FERER At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TER TER TERr TEr TER TER TEr
At 1 July 2020 R-ZZ-_ZF+A—H 374,628 651,897 - (49,263) 3,639 (614,559) 366,342 205 366,547
Loss for the year AEEER - - - - - (29,871) (29,871) (114) (29,985)
Other comprehensive AEEEMEEKE
income for the year
Exchange differences REGHEBEEY
on translating foreign EXEHE
operations - - - 29,294 - - 29,294 (25) 29,269
Total comprehensive income A4 £ 2 E4A K &
(expense) for the year (FX) - - — 29,294 - (29,871) (577) (139) (716)
Capital reorganisation B E A (Mt 330%31)
(notes 30 & 31) (299,702)  (651,897) 288,469 - - 663,130 - - -
Transfer 20 - - - - (757) 757 - - -
At 30 June 2021 RZF=—F A=1H 74,926 - 288,469 (19,969) 2,882 19,457 365,765 66 365,831
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Consolidated Statement of Changes in Equity
mERRBER

For the year ended 30 June 2021

HE=

Notes:

iii)

@

To—FAASTRLEE

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, S Z M m R EBX TR AR EERR ("REBEE
T#2"), 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.

On 13 May 2021, the Group completed the following capital reorganisation
which involves:

a) capital reduction whereby the issued share capital of the Company
was reduced by the cancellation of HK$0.04 paid-up capital on each
issued Share such that the par value of each issued Share was
reduced from HK$0.05 to HK$0.01. Accordingly, the share capital of
the Company was reduced by HK$299,702,000;

b) share premium cancellation whereby upon the capital reduction
became effective, the entire amount standing to the credit of the share
premium account of the Company has been cancelled; and

C) the credit arising from the capital reduction and share premium
cancellation has been applied towards offsetting the accumulated
losses of the Company amounted to approximately HK$663,130,000
as at the effective date of the capital reduction, thereby reducing
the accumulated losses of the Company. The balance of credit of
approximately HK$288,469,000 has been transferred to a distributable
reserve account of the Company.

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

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

2021 2020
—E_—F T T
HK$'000 HK$'000
FET FAT
OPERATING ACTIVITIES IR E)
Loss before taxation B 3 A1 &S 1B (22,156) (112,037)
Adjustments for: FREESE

Interest income on bank deposits RITF R ZH B A (873) (546)
Finance costs Bl & AR 2,834 7,614
Depreciation and amortisation 7 B 5N 6,402 15,564
Depreciation of right-of-use assets ERAEEENE 1,407 8,524
Dividend income NN (99) —

Fair value changes on financial assets LERGHREAFEARZ
at fair value through profit or loss CREEZAFEE (2,275) (4,122)
Government grants received B W B T 4 B (2,574) (3,236)

(Gain) loss on disposal of property, plant HEWE  WMEKRRFRE 2 W=
and equipment i=gi= (266) 353
(Reversal of) provision for impairment oLAE N — M B2 AR IR ER

loss recognised in respect of amount B B 1R () B

due from an associate (3,341) 13,151
Impairment loss recognised in respect RENEERRZRMEEE

of contract assets 1,743 738

MBS N E M E W R IERER
BE E B 20,315 4,902
PEWRE KR Z R EEIE

Impairment loss recognised in respect
of trade and other receivables
Impairment loss recognised in respect

of loan receivables 4,763 1,691
Impairment loss recognised in respect RAEFPENER ZBEESE

of customer contracts — 65,220
Impairment loss recognised in respect MEAREERRZBEERE

of right-of-use assets — 15,993

Operating cash inflows before movements & iE&E S E B2 EEBHESTA

in working capital 5,880 13,809
Decrease in trade, bills and other BZRWHRIE BEREER
receivables H b & Y SR IA R 17,545 21,782
Decrease (increase) in loan receivables PR B OR A (3 ) 66,723 (28,700)
Decrease (increase) in contract assets EHEERD (EN) 1,435 (11,067)
Decrease in financial assets at fair value LIEEREAFEARZ
through profit or loss ®E & E R 1,984 5,746
Decrease in trade and other payables B 5 & E {th f& {5 58 R A (5,713) (14,824)
Cash generated from (used in) operations &K= EZSHFRE(FTA)ES 87,854 (13,254)
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consolidated Statement of Cash Flows

REBHERER

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

2021 2020
—EB—F —E-EF
HK$'000 HK$'000
FHExT FE T
OPERATING ACTIVITIES KRB
Cash generated from (used in) operations &= F&RE(FTA)RS 87,854 (13,254)
Hong Kong Profits Tax refunded (paid) ROEFBFEH(ER) 291 (767)
PRC Enterprise Income Tax paid BENPEPEMSEH (440) (3,353)
NET CASH FROM (USED IN) OPERATING LEEBAF (TR BE S F58
ACTIVITIES 87,705 (17,368)
INVESTING ACTIVITIES BEEE
Purchase of property, plant and EEWE  BENMRFB
equipment (5,180) (9,388)
Proceeds from disposal of property, plant  H&E¥ 2 - BRE K&K &S HE
and equipment 10,203 478
Bank interest received B U IR 175 B 873 546
Dividend received B Ui B 99 —
Payment of deposit for fund investment X NEEEZ® (9.713) -
Repayment from an associate R RNETE 7,300 =
NET CASH FROM (USED IN) INVESTING KRETEMB(MA)RE FH
ACTIVITIES 3,582 (8,364)
FINANCING ACTIVITIES BB EH)
Repayment of lease liabilities BEREARE (2,148) (2,723)
Interest paid B F & (3,307) (1,785)
Government grants received 2 W B T #6 BY 2,574 3,236
Repayment of promissory note EEALER (46,472) =
NET CASH USED IN FINANCING ACTIVITIES ®tE& EEFTAIE & F5E (49,353) (1,272)
NET INCREASE (DECREASE) IN CASH AND IR& NIBE&ZE Wi ) %58
CASH EQUIVALENTS 41,934 (27,004)
CASH AND CASH EQUIVALENTS AT THE FYMHRE LRI EEY
BEGINNING OF THE YEAR 122,081 151,107
EFFECT OF FOREIGN EXCHANGE RATE fEREE &
CHANGES 3,134 (2,022)
CASH AND CASH EQUIVALENTS AT THE FRONBLBAEEY
END OF THE YEAR, represented by bank  BASR1T45 82 RIR & K~
balances and cash 167,149 122,081

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 38
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 Amendments to Reference to the Conceptual Framework
in HKFRSs and the following new and amendments to
HKFRSs issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA").

Amendments to HKFRS 3 Definition of a Business

Amendments to HKAS 1 and Definition of Material

HKAS 8
Amendments to HKFRS 9, Interest Rate Benchmark
HKAS 39 and HKFRS 7 Reform

Covid-19-Related Rent
concessions

Amendment to HKFRS 16

The application of the Amendments to References to the
Conceptual Framework in HKFRSs and the amendments to
HKFRSs in the current year has had no material effect on the
Group'’s financial performance and positions for the current
and prior periods and/or on the disclosures set out in these
consolidated financial statements.
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Notes to the Consolidated Financial Statements
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@

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

New and revised HKFRSs issued but not yet effective

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

Insurance Contracts and related
Amendments®
Amendments to HKFRS 3 Reference to the Conceptual Framework?

HKFRS 17

Amendments to Sale or Contribution of Assets between
HKFRS 10 and HKAS an Investor and its Associate or Joint
28 Venture*

Amendments to HKAS 1 Classification of Liabilities as Current or

Non-current and the related amendments
to Hong Kong Interpretation 5(2020)
Presentation of Financial Statements —
Classification by the Borrower of a Term
Loan that Contains a Repayment on
Demand Clause?

Amendments to HKAS  Disclosure of Accounting Policies®
1 and HKFRS Practice
Statement 2

Amendments to HKAS 8 Definition of Accounting Estimates®

Amendments to HKAS 12 Deferred Tax related to Assets and Liabilities

arising from a Single Transaction?

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  Interest Rate Benchmark Reform
9 HKAS 39, HKFRS 7, — Phase 2

HKFRS 4 and HKFRS
16

Amendments to HKFRSs  Annual improvements to HKFRSs 2018-2020
cycle?

Amendment to HKFRS 16 COVID-19-Related Rent Concessions beyond
30 June 2021°

Effective for annual periods beginning on or after 1 January 2021.
Effective for annual periods beginning on or after 1 January 2022.
Effective for annual periods beginning on or after 1 January 2023.
Effective for annual periods beginning on or after a date to be determined.
Effective for annual periods beginning on or after 1 April 2021.

a s w N -

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

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.

3.
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

3.

@

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill

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

For the purposes of impairment testing, goodwill is allocated
to each of the Group’s cash-generating units (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.

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.
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

3.

@

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates (Continued)

The Group’s investments in associates are accounted for
in the consolidated financial statements using the equity
method. Under the equity method, 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 requirements of HKAS 36
are applied, 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.

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;

° 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.
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

3.

1o

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

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.

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.

Silk Road Energy Services Group Limited
HEEERIREEEFR AR

FESHHE®)

W 35 7 32 (48)
A - U5 AE S 12 A B IR A0 12 4
B BBER -

WHmREFPAMEENRETE  T8EK
RE=ZTHRENESBERHEEBRE -

BHEE

BHEERASERROAKRECERE
BP0 E Gk RS M YR B AR R (R R
EGRM) c EREBEFEVHRE LTI E
TR E RS -

AREBREE T E2RIRMER U &

s RHEKREERSD
o RHEZEETIE
o  REHHRRS
o REHERETRE

BRBRREERE

1R R A B RS BV M A TR AR R [ 4R 1 AR
BRER  MEFPRENHAREKKIITE
Rz o Fit - "REBETEXEQOR LR
MR WD - BERRAREERBZEOE
FRM—F AKERBREREREZEER
BELEBALAKRE -



Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)
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.

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
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

3.

oc

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.

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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing
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). 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.

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;
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

3.

e

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)

Definition of a lease (Continued)

The Group as lessee (Continued)

Lease liabilities (Continued)

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

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:

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.

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).

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.

Silk Road Energy Services Group Limited
HEEERIREEEFR AR

FESHHE®)

HE#E)

HEES (&)

AEEERABNAE)

HEREE)

e BERNTEEGHABRASERES
TTEZFEN) &

o RIFHEME SR (& 5K R R
REBITEENAKRILEE) -

HERBERAVBMRAKRTERZY

i

T REAEREBENEEEARKRES
A S (RAERMER) BB ER AR
AR

&
\ |
EEARREELNHEHENKETHE -

T mh

\

WERATER B EHERGBEQLH
HEEAEEEFLHEERR) :

. HBAFEDABAEEABRE
BRTEBERNTER LR &
SERT  BEAMRBEREE
BE TR G (AT R B4 R TR
B E -

e MHENKEREIHMNRBEHABEER
FpBETRANRESMHRED) -
EBERT HEAGEBERTNA
BRI R (BRIFHEN KA NEBH XK
EMAMEY EERBRBELTAER
RIERTREIR X)) BHRE R M E N UETT
REEMEHGE -

e HERNCENEHEERRTER A
EBHEAR EXBAT HER
BB BERARNETERARANKERT
R R BT HENTETRIRL
ERKETHENEBMENTE -



Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (Continued)

Definition of a lease (Continued)
The Group as lessee (Continued)
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 and
adjusted for any remeasurement and lease liabilities. 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 loss.

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.
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

3.

@

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

ownership interest in leasehold land

When the Group makes payments for ownership interests of
properties which includes both leasehold land and building
elements, the entire consideration is allocated between the
leasehold land and the building elements in proportion to
the relative fair values at initial recognition. To the extent the
allocation of the relevant payments can be made reliably,
interest in leasehold land is presented as “right-of-use assets”
in the consolidated statement of financial position.

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.

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

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Borrowing costs

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

All other 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.

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.
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

3.

"z

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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

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

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

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

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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to
the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 Income Taxes requirements to the leasing transaction as
a whole. Temporary differences relating to right-of-use assets
and lease liabilities are assessed on a net basis. Excess of
depreciation on right-of-use assets over the lease payments
for the principal portion of lease liabilities resulting in net
deductible temporary differences.

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.

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).
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

3.

@

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Intangible assets (Continued)

Intangible assets acquired in a business combination
(Continued)

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.

Bank balances and cash

Bank balances and cash in the consolidated statement of
financial position comprise cash at banks and on hand.

For the purpose of consolidated statement of cash flows,
bank balances and cash consist of cash at banks and on hand
as defined above.

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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
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.

Financial assets at amortised cost (debt instruments)

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

o 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.
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

3.

D

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
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.
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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 “Revenue” (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/retained earnings.
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

3.

@

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 managestogether
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 gains” line item. Fair value is determined in the manner
described in note 34.

Silk Road Energy Services Group Limited
HEEERIREEEFR AR

FESHHE®)

ERMIAE)

THEE ()

B RIE RN FEARZ CFEE
FTREAREBER AR IR AFEFAE M
EWmﬁihEm%ﬂéﬁﬁmﬁéﬁﬁ
REBEBAR -BEEME B LAKREDE
Eﬁ@&%ﬁ@iﬁk% BRIEAREEE
MEEREIEE —BREABIEEEINE
%ﬁAﬁ%FEiﬁﬁFm%K&ﬁﬁE
AFEFAEMBEEKEZ T ATE -

ETABERT  eREEDERFIFEER:

e HIZRWEMESIUERBALE:
e
s RERERR HAXASEHRAETE

WHEROBEREHENZRANS 5
TRIENKREES —HD &K

e EHEREERERERESBAREER
B E R TR ZTEEMBRIN

LEGZEREAFTEARZEREERN SR
EHRBRAFETE  MEMAFEKS
B (WIIEEE PEEN D) RER
PR ERERPER WSk EEF
%ET 15 & B & = TR ER 2 A A A% B3k F
B WatATEMmlkz=BEA - AFEIZK
uf34ﬁﬁ LT AEE



Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continueq)

Impairment of financial assets and other items subject to
impairment assessment under HKFRS 9

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.

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 mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

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:

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

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;

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

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

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 debt instrument has not increased significantly since
initial recognition if the debt instrument is determined to have
low credit risk at the reporting date. A debt instrument is
determined to have low credit risk if (i) the debt 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 fulfil its contractual
cash flow obligations. The Group considers a debt instrument
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 mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

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 or in the case
of trade receivables, when the amounts are over 365 days
past due, whichever occurs sooner. 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 10ss.
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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.
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

3.

@

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities and equity instruments
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.

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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities and equity instruments (Continued)
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
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

3.

2

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment losses on property, plant and equipment,
right-of-use assets and customer contracts (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 property, plant and equipment, right-
of-use assets and customer contracts 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.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment losses on property, plant and equipment,
right-of-use assets and customer contracts (other than
goodwill set out in the accounting policy of goodwill
above) (Continued)

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. For corporate assets
or portion of corporate assets which cannot be allocated
on a reasonable and consistent basis to a cash-generating
unit, the Group compares the carrying amount of a group
of cash-generating units, including the carrying amounts of
the corporate assets or portion of corporate assets allocated
to that group of cash-generating units, with the recoverable
amount of the group of cash-generating units. 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 or the group
of cash-generating units. The carrying amount of an asset
is not reduced below the highest of its fair value less costs
of disposal (if measurable), 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 units. 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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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

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.
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

4.

@

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

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.

Estimated impairment of property, plant and
equipment

Property, plant and equipment are stated at costs less
accumulated depreciation and impairment, if any. In
determining whether an asset is impaired, the Group is
required to estimate the recoverable value, representing the
higher of the asset’s fair value less costs of disposal and its
value in use. The Group has to exercise judgement and make
estimation, particularly in assessing: (1) whether an event has
occurred or any indicators that may affect the asset value;
(2) whether the carrying value of an asset can be supported
by the recoverable amount, in the case of value in use, the
net present value of future cash flows which are estimated
based upon the continued use of the asset; and (3) the
appropriate key assumptions to be applied in estimating the
recoverable amounts including cash flow projections and an
appropriate discount rate. 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 assets belong.

The future cash flow is estimated based on past performance
and expectation for market development. As the current
environment is uncertain, the estimated cash flows and
discount rate are subject to higher degree of estimation
uncertainty. Changing the assumptions and estimates,
including the discount rates or the growth rate in the cash
flow projections, could materially affect the recoverable
amounts.

As at 30 June 2021, the carrying amount of property,
plant and equipment, amounted to HK$15,277,000 (2020:
HK$18,384,000), net of accumulated impairment loss of
HK$12,901,000 (2020: HK$12,901,000). Details of impairment
assessment of property, plant and equipment are disclosed
in note 17.
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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, loan receivables and
amount due from an associate

The impairment assessment for trade 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 2021, the carrying amounts of
trade receivables, loan receivables and amount due from
an associate were HK$57,165,000 (2020: HK$46,406,000),
HK$142,002,000 (2020: HK$199,297,000) and HK$18,380,000
(2020: HK$22,339,000) respectively, net of accumulated
impairment losses of trade receivables, loan receivables
and amount due from an associate of HK$32,465,000 (2020:
HK$11,680,000), HK$14,443,000 (2020: HK$9,409,000) and
HK$143,320,000 (2020: HK$146,661,000) respectively.

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 and amount due to a
former noteholder, net of bank balances and cash) 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.
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Notes to the Consolidated Financial Statements

e MR

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

5. CAPITAL RISK MANAGEMENT (continuea)

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.

6. REVENUE

Revenue represents revenue arising on services rendered, net
of sales related taxes, where applicable. An analysis of the
Group'’s revenue for the year is as follows:

5.

EXRBERE®

ARREZERRABEANGERE - FAMFTH
PR ARREFERZHEELAZEALK
AEMEEER - ERARBEFTRH ZHER
BRAKBERBEBRNKRE - BITHRN
RBETHEGXBLRAET - FEHELERE
BARGERE -

i 2

WS BRI RISFTE £ 2 W (BB EHE
HEHRE WER) AEBRAEE 2K
mAOMMT

2021 2020
—E-—F —ETF
HK$000 HK$'000
FET TE T
Revenue from contracts with customers REB DY %R EEER]
within the scope of HKFRS 15 FHRBEEAZHRS
B4z W
— Provision of coal production services — RHEREERS — 132,994
— Provision of excavation works — RHZEIE 109,774 71,164
— Provision of heating supply services — R EE AR 6,576 5,836
— Provision of construction works — EHEETRE 1,771 34,898
118,121 244,892
Revenue from other source R EEAMRIR 2 W=
— Interest income from money lending — MEER 2 F BEWA
business 12,816 20,457
130,937 265,349
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Notes to the Consolidated Financial Statements

REVENUE (continued)

Disaggregation of revenue from contracts with
customers by timing of recognition

Set out below is the disaggregation of the Group's revenue
from contracts with customers within the scope of HKFRS 15:

6. WH &)

REMBHRERME

For the year ended 30 June 2021
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ERARBBIJICHAEFAHNZKERER

T EINAEBREET BB MELERIFES
FHEEACEEFANIWEMAD

Coal
mining and Heating
construction supply
services services Total
REBER
BERK R AR 7% wst
For the year ended 30 June 2021 HK$'000 HK$'000 HK$'000
BE-_ZF_-_—FXA=tHLEE FERT FET FER
Revenue from services: RE RS 2 U5
Provision of coal production 12 B A EE AR TS
services — — —
Provision of excavation works RHZHEIE 109,774 — 109,774
Provision of heating supply 12 it AR AR 75
services — 6,576 6,576
Provision of construction works M ELETRE 1,771 — 1,771
111,545 6,576 118,121
Revenue from the geographical PR B b 33 T 5% B U g
market:
The PRC A 111,545 6,576 118,121
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Notes to the Consolidated Financial Statements
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For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

6.

@

REVENUE (continued) 6. Wz=w)
Coal
mining and Heating
construction supply
services services Total
HIER R R
BERG B8R AR 1% @t
For the year ended 30 June 2020 HK$'000 HK$'000 HK$'000
BHE_Z-_FTFA=TAHLFE FA T FAE T FHET
Revenue from services: KA R W
Provision of coal production 12 kA EE RS
services 132,994 — 132,994
Provision of excavation works RS TR 71,164 — 71,164
Provision of heating supply 12 (4 R AR 75
services = 5,836 5,836
Provision of construction works IRMLEETRE 34,898 = 34,898
239,056 5,836 244,892
Revenue from the geographical KB Hb 15 35 A UK A
market:
The PRC s 239,056 5,836 244,892

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

As at 30 June 2021, the aggregate amount of transaction
price allocated to the performance obligations that are
unsatisfied (or partially unsatisfied) is nil (2020: 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 provided, which
is expected to occur over the next 12 months.

As at 30 June 2021 and 2020, 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.
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Notes to the Consolidated Financial Statements

SEGMENT INFORMATION

Information reported to the executive 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
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For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

7.

&

SEGMENT INFORMATION (continued) 7. EER®
Segment revenues and results PHEBERER
The following is an analysis of the Group’s revenues and UTAARESEZIZHR K EE D B2 s
results by reportable and operating segments. NPl
Segment revenues Segment results
g DEER
2021 2020 2021 2020
=B —T_FTF ZBZ—-F _T_IFTF
HK$'000 HK$'000 HK$'000 HK$'000
THER T THER T
Coal mining and construction  KE#& 5 & 3 2 R
services 111,545 239,056 (12,517) (91,343)
Money lending BIE 12,816 20,457 (668) 11,040
Heating supply services HBR AR 75 6,576 5,836 (1,149) (1,658)
Total 48 ot 130,937 265,349 (14,334) (81,961)
Certain other income & TEMKA 1,894 775
Certain other gains BT EAM K= 2,275 4,122
Reversal of (provision for) BLE W — B & AR
impairment loss recognised in  FIBHE R Z R E
respect of amount due from B 18 m (B 4E)
an associate 3,341 (13,151)
Certain finance costs B TREKAR (2,595) (7,317)
Central administrative costs RRITHBAX (12,737) (14,505)

Loss before taxation B %4 Al &5 18

The accounting policies of the operating segments are
same as the Group's accounting policies described in note
3. Segment results represent the (loss) profit incurred by
each segment without allocation of certain other income,
certain other gains, reversal of (provision for) 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.
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Notes to the Consolidated Financial Statements

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.

REMBHRERME

For the year ended 30 June 2021
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TREER @)
SEEERAE
RASHRCEHERINIALEEMEER

BEASNWT o

2021 2020
—B-—F —T-TF
HK$'000 HK$'000
FTER FAT
Segment assets PEEE
Coal mining and construction services B B R I R 5 AR 7 113,509 156,343
Money lending A& 142,643 199,362
Heating supply services % AR 75 11,635 8,345
Total segment assets BMoBEE 267,787 364,050
Unallocated ﬂi Pl 231,132 181,384
Consolidated assets HEBE 498,919 545,434
Segment liabilities PTEEE
Coal mining and construction services HERARKEZERD 44,407 46,273
Money lending W& 876 357
Heating supply services HB% AR 7% 411 1,587
Total segment liabilities BOBBE 45,694 48,217
Unallocated K7 B 87,394 130,670
Consolidated liabilities FEEARE 133,088 178,887
For the purposes of monitoring segment performances and REZSERBRIESFERHZEIR

allocating resources between segments:

—  All assets are allocated to reportable segments other —
than unallocated assets (mainly comprising certain

property, plant and equipment,

right-of-use assets,

deferred tax assets, interests in associates, financial
assets at FVTPL, amount due from an associate and
certain other receivables and bank balances and cash);

and

— All liabilities are allocated to operating segments other —
than unallocated liabilities (mainly comprising certain
lease liabilities, income tax payables, promissory notes,
amount due to a former noteholder and certain other

payables).

BAPEEE(ERBRREETYE B
Eh&ts EREEE BLEHREE
E REEar s  KRIERR
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*““7 K IR Ko A T H i FE U 50 E MR
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For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

7. SEGMENT INFORMATION (continued) 7. EER®
Other segment information Hihp |ER

Coal mining and

construction services Money lending Heating supply services Unallocated
REREREERE HE HR R AR

2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
-“g--% -E-%F -§--& -Z-%F -B--F -E-ZF -B--& -S-TF -F--F -T-IF
HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HKS$'000
FHT T FHT T FHT T FHT T FHT T

Amounts included in the FAPERENIE
measure of segment profit BENEZEE
or loss or segment assets

Depreciation and amortisation T ER&EH 4,351 13,604 206 216 1,648 1,556 197 188 6,402 15,564
Depreciation of right-of-use assets (£ BiEZ EH & - 7130 - = - = 1,407 1,394 1,407 8,52
Additions to non-current assets ~ REFRHEE

(note) (W) 3,654 8,588 - - 814 — 1,431 - 5,899 8,588
(Gain) loss on disposal of property, HEWE « BERRE

plant and equipment (h&)BE (266) 353 - = - = - - (266) 353
Impairment loss recognised in HEHREMENR

respect of trade and other HERRZAE

receivables B 20,315 4902 - = - = - = 20,315 4902
Impairment loss recognised in RERERERZ

respect of loan receivables REEE - = 4,763 1,691 - = - = 4,763 1,691
Impairment loss recognised in RERAREERR

respect of right-of-Use assets REBE - 15,993 - = - = - - 15993
Impairment loss recognised in RENEERR

respect of contract assets WEER 1,743 738 - = - = - = 1,743 738
Impairment loss recognised in REPENERL

respect of customer contracts REEE - 65,220 - = - = - = - 65,220

Amounts regularly provided to EHEEELERE
the CODM but not included ~ EREERFHA
in the measure of segment ~ A EBHHEZ

profit or loss ¢
Bank interest income BOMBKA (64) (46) (802) (471 (1) (1) (6) (28) (873) (546)
Finance costs RERA - 141 - = - = 2,595 7176 2,595 7317
Note: Non-current assets excluded financial instruments and deferred tax MizZ: FERPDEETEREERIARELRBEEE -
assets.
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For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

SEGMENT INFORMATION (continued) 7. EER®E

Geographical information ih [ & R

The Group's operations are located in Hong Kong and the AEEZKETDUREBRPEH -

PRC.

The Group's revenue from external customers is presented AEBERBINBEF ZWE DR L EH
based on the location of the operations of customers. R27 - FEAAEEERBDEECERTY
Information about the Group’s non-current assets is BREEMTEHEZS o

presented based on the geographical location of the assets.

Hong Kong The PRC Consolidated

BB i Re
2021 2020 2021 2020 2021 2020
B —Z-%F CZB--§ C—Z-FTF CZB--§ —ZT_FTF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERT TEL TRT AL TET FAET

Revenue from external REIEREZ
customers =S 2,824 7904 128,113 257,445 130,937 265,349

Non-current assets (note) ERBEE

(B 3E) 1,293 1,467 14,890 18,195 16,183 19,662
Note: Non-current assets excluded deferred tax assets. Wax: ERDEETEREERBEE -
Information about major customers EBEEEEFNER
Revenue from customers of the corresponding years HMEBAARNEBRKZI0%Z KRERFE 2 W
contributing over 10% of the total revenue of the Group is as REBEERT:
follows:
2021 2020
—E-—F —T-TF
HK$’000 HK$'000
FHExT T T
Customer A ZEA 41,560 =
Customer B’ B FB 38,794 N/A A~ i@ F2
customer C =BC 30,014 120,905
Customer D! ZFED — 76,785
Ccustomer E =FE — 34,898
1 Revenue from coal mining and construction services segment L REEEARRBZERSE DB 2K =
2 The corresponding revenue did not contribute over 10% of the total 2 HE A U 25 PAAE FE RS I B A R B U s B FE Y
revenue of the Group for the respective period 10% A +
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e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

8. OTHER INCOME 8. Hftlg A
2021 2020
—E-—F —E-TF
HK$'000 HK$'000
FET THET
Interest income on bank deposits RITF A B A 873 546
Government grants (note) I8 T 6 Bh (B 31) 2,574 3,236
Leasing income from machinery o A8 4% 25 U A 906 2,331
Handling income on packing coal HERBEFEBRA 3,709 4,345
Dividend income from equity securities &% AR 7% 5 A% B A 99 —
Sundry income FMIEHA 684 94
8,845 10,552
Note: B = -
Various local government grants were granted to subsidiaries of the Group for REBE-T-_—FR-ZF-_TFNA=ZTHILEFE K
subsidising the operations in the PRC during the years ended 30 June 2021 ;%l(‘/ﬁl* AR ZIEM T BT BIA BB R B 2 &
and 2020. There is no unfulfilled condition in relation to the recognition of & o A BB W AR 2 AR R ER - Ut 2 B
the subsidy income and therefore the full amount was recognised as income %%ﬁﬁ’\@zi, T —FR T _TFXNA=ZTRHLEFE
during the years ended 30 June 2021 and 2020. BRABWA
During the current year, amounts of HK$268,000 are received which RAFEE - © 552680008 THRHERSBRRITH
represented cash subsidies from the Employment Support Scheme (“ESS") BERNERREESE(TRBEEAE DB E 2R SMHE
by the Government of the Hong Kong Special Administrative Region as part ERHHFEBRESERRERERE 2 — 5  BE
of the relief measures on COVID-19 pandemic covering the period from July 2T+ RAE-ZT=_TF)N\AR HH Ak=ZZT=FTFN
2020 to August 2020 and from September 2020 to November 2020. As at 30 AE=Z=-ZF+—A8H - R=T=—F<A=+H"
June 2021, there is no unfulfilled condition in relation to the recognition of W EAR %ﬁ E}J WARERZIRERARERX - Bt 23S
the subsidy income and therefore the full amount was recognised as income BERBZE Z—FRNA=THLEFEBRRARBEA -

during the year ended 30 June 2021.

9. OTHER GAINS 9. Hitlhzs=

2021 2020
—E-—F —ETF
HK$'000 HK$'000
FET THT

Fair value changes on financial assets at  &EZEFEZEAFEARZ
FVTPL PRMEECATEES 2,275 4,122

Gain on disposal of property, plant and LEME BMEERXREZ
equipment I &= 266 =
2,541 4122

Silk Road Energy Services Group Limited
HEEERIREEEFR AR



11.

Notes to the Consolidated Financial Statements

REMBHRERME

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

10. FINANCE COSTS 10. @& B A<
2021 2020
—E-—F —EZTF
HK$'000 HK$'000
FHET FHET
Interest expenses on discounted bills BRI EB A B R 7 141
Imputed interest on promissory notes EARBZEERNE
(note 28) (Fff3£28) 376 7,064
Interest on amount due to a former R —(REEFBAKIEA
noteholder (note 28) 2 F 2 (Fff 5£28) 2,159 —
Interest expenses on lease liabilities HEAGERN M 276 409
Other interest expenses HaFBRXZ 16 =
2,834 7,614
INCOME TAX EXPENSE (CREDIT) 11. ABHAXER)
2021 2020
—E-—F —T-TF
HK$'000 HK$'000
FET FAT
Hong Kong Profits Tax BBENEH
Current year KEE — 136
Under-provision in prior years TEBREBE TR 10 32
10 168
PRC Enterprise Income Tax PR ERER
Current year KEE 3,472 2,673
Deferred tax (note 29): iR FE B 38 (fff 5529) -
Current year KEE 4,347 (13,504)
7,829 (10,663)
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

11.

o

INCOME TAX EXPENSE (CREDIT) (continued)

On 21 March 2019, 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 2019 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 the year
ended 30 June 2020.

No provision for Hong Kong profits tax has been made in
the consolidated financial statements as the Group has no
estimated assessable profit for the year ended 30 June 2021.

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 2021 (2020: 25%).

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

Silk Road Energy Services Group Limited
HEEERIREEEFR AR

1.

FrEe BB < (& %))

R-E-NF=ZA-+—H BFEILEER
BCF—EFEBRB ERTXF7HR) RHIER)
(TZIEGIEZR]D - I AMBFHMARS o %5
PIEERR_ZT-NF=ZA-_+/\BREZEL
Mo ARBHEBRTE - REFNEHMAR
H - & EREE SR8 25% N B X g im M H2
BEATTAMDIIR - I 1216.5% ) B X &
M2EEETN EERMRE BE_F=
TERNA=ZTHLFE BeEREEIN
BB MEHRIR16.5% 2 8 — T R {45 B R
8 A R AR IR

BE_T_—FRA=ZTHLEFE BARK
SEY EMAETRRATE N - B I &\ E LR
EMBEHBRAGTREENSHEMES -

BIERBECEMERE(REMERED R
TCEMSREABERRE - PEME QRN
BHE_Z-—FXA=+tHLFENHXA
25% (T =T 4F : 25%) °

B Aty TR 60 BB 28 B M A A B R
SLESIE R



11.

Notes to the Consolidated Financial Statements
e HRERMNEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

INCOME TAX EXPENSE (CREDIT) (continuvea) — 11.

FrE BB < (& %))

The income tax expense (credit) for the year can be AERB s MEHRAS(BE) BiGaEnke
reconciled to the loss before taxation per the consolidated BRUAIEB R CHERM T :
statement of profit or loss as follows:
2021 2020
—EZ—F —T-TF
HK$'000 HK$'000
FERT FAT
Loss before taxation bR A B 48 (22,156) (112,037)
Tax at Hong Kong profits tax rate of 16.5% ?;zéi/’% 7F'J T E16.5%
(2020: 16.5%) “E T F 1 16.5%)
STEHTIE (3,656) (18,486)
Tax effect of income not taxable for tax 78 R B U A B B 7S 5 &
purpose (2,117) (901)
Tax effect of expenses not deductible for tax 1~ & 4081 % H B i 75 57 28
purpose 6,944 7,768
Tax effect of tax losses not recognised RAERUBEBNT B2 4,094 2,644
Utilisation of tax loss previously not &) FA 5t Bl o~ T AR 2 R 7% 85 1B
recognised (808) —
Under-provision in prior years FEBEEIR 10 32
Tax exemption (note) % B (BT 7%) — (20)
Effect of different tax rates of the group R E B AN AR & E
entities operating in jurisdictions other SEERETRAMENFE
than Hong Kong 3,362 (1,700)
Income tax expense (credit) for the year  AFEFEHEA S (K E) 7,829 (10,663)

Note: During the year ended 30 June 2020, one (2021: nil) Hong Kong B 5 -

subsidiary was entitled to 75% tax deduction on Hong Kong Profits Tax
with a cap at HK$20,000.

Details of deferred taxation are set out in note 29.

REE=ZT

“—FRAZTHLFE £(CF

—EE:—M)BEMNBRAREBNESHES
75% 7508 % £ R £20,00078 7T ©

EENIAF B
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

12. LOSS FOR THE YEAR 12. XEEFE
2021 2020
—E-—F —EEF
HK$'000 HK$'000
FHBT FHET
Loss for the year has been arrived at after AEEEES K (GTA)
charging (crediting): THIEE :
Employee benefits expenses: B & FI X :
Directors’ emoluments (note 13) = E M (M 5E13) 3,644 5,043
Other staffs’ salaries, wages and EMETHE TER
other benefits H At 13 A 75,765 159,999
Other staffs’ retirement benefits scheme — H # 8 T iE k& A 51 2
contributions 3 4,300 5,888
Total employee benefits expenses EERFEBRXZ 83,709 170,930
Auditor's remuneration 1% SR B & 1,280 1,350
Depreciation and amortisation 1 & K 8 6,402 15,564
Depreciation of right-of-use assets ERAEEENE 1,407 8,524
(Gain) loss on disposal of property, HEME WMEEKZREZ
plant and equipment (=) Esia (266) 353

@

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

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

13. EERTHRARME

13. DIRECTORS’ AND CHIEF EXECUTIVE
OFFICER'S EMOLUMENTS

The emoluments paid or payable to each of the 9 (2020:
10) directors and the chief executive officer (“CEQ") were as

follows:

EEENKEMIB(ZE_ZF 108)ES
RITHRER (TTHAR DM ST :

Mr. Li Mr. Chen
Mr. Cai Da Xianghong  Youhua (CEO) Mr. Li Mr. Wang
(Co-chairman) (Co-chairman) (note i) Wai Hung  Tong Tong Total
BRRERE
BEss FEBELE (THER)
(HEERE) (HEEMRE) (MaEl) ZFEBEE IBBEE &t
Year ended 30 June 2021 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE_E_-EXA=TAHLEE TER TER TER TER TER TERr
A. EXECUTIVE DIRECTORS: A. $i{TE%:
Emoluments paid or FESRENE
receivable in respect EBRRRER
of director's other HWBARSE
services in connection BAE BN Ef
with the management PR 7% if )
of the affairs of the SRS ER 2
Company and its [0
subsidiary undertakings
Salaries and allowances e RER 1,040 1,000 679 390 259 3,368
Contributions to RGBS
retirement benefit ik 5%
schemes - - 18 18 - 36
Sub-total emoluments [ E) 1,040 1,000 697 408 259 3,404
Mr. Wang Ms. Wong  Ms. Feng  Mr. Chen
Zhixiang Na Na Jibei Xier Total
FEEEE IWPat+ BHEELT BRARE4E &t
Year ended 30 June 2021 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE-_ZE_—EXA=1+HLEE FERT FER FET FERT FER
B. INDEPENDENT NON- B. BYKHITE
EXECUTIVE DIRECTORS: B
Emoluments paid or Eaz ALTHEE
receivable in respect of EEmMmE
a person’s services as a SIS ERZ
director i &
Fees Lk 60 60 60 60 240
Total emoluments B S 3,644
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

13. DIRECTORS' AND CHIEF EXECUTIVE 13. EERITHEAZMN S »)
OFFICER’'S EMOLUMENTS (continuea)
Mr. Hu
Mr. Cai Da Mr. Li Xianghong Mr. Chen Mr. Li  Mr. Wang Guoan
(Co-chairman)  (Co-chairman) Youhua (CEOQ) ~ Wai Hung  Tong Tong (note ii) Total
BERE TRAREE BRELE HEZLE
(BEER) (BEXR) (REHR) ZEBRLIE TABLLE (Pt 3Eii) =
Year ended 30 June 2020 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
HE-Z-_TFXA-THLEE THT FHT THT FHT T THT THT
A. EXECUTIVE DIRECTORS: A BTES:
Emoluments paid or receivable ~ REFRHERER

in respect of director's other ADRA R EKB

services in connection with REIEHBEBN

the management of the H A R 75 i =)

affairs of the Company and SARE NP

its subsidiary undertakings

Salaries and allowances HeREE 1,073 1,000 1,200 390 480 623 4,766

Contributions to retirement R E

benefit schemes R 1 = 18 18 = = 37
Sub-total emoluments &Nt 1,074 1,000 1,218 408 480 623 4,803
Mr. Wang  Ms. Wong Ms. Feng Mr. Chen
Zhixiang Na Na Jibei Xier Total
TEHEEEE IHBPLL BéELE BRARELE &t
Year ended 30 June 2020 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE-_ZE_ZEXA=1+HLEE FA T FTAT FAT FA T FA T
B. INDEPENDENT NON- B. BYFHTES:
EXECUTIVE DIRECTORS:
Emoluments paid or receivable EZALTEEES

in respect of a person’s i [\ H A5 5k

services as a director e 2 Bl &

Fees e 60 60 60 60 240
Total emoluments PN o 5,043
Notes: ff 5
(i) Resigned on 1 January 2021 (0] R-ZT=_—F—A—HEF
(i) Appointed on 9 April 2019 and resigned on 7 January 2020 (i) RZE-NFHANBEZEER=T_TF—

A+tHBEE

Silk Road Energy Services Group Limited
HEEERIREEEFR AR



13.

14.

Notes to the Consolidated Financial Statements

DIRECTORS’ AND CHIEF EXECUTIVE
OFFICER'S EMOLUMENTS (continued)

Mr. Chen Youhua was also the CEO of the Company during
the year ended 30 June 2020 up to 31 December 2020. 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.

EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, three (2020: three) were directors including the CEO of
the Company whose emoluments are included in the note 13.
The emoluments of the remaining two (2020: two) individuals
are as follows:

13.

14.

REMBHRERME

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

EERTHREAZME &)

RREEERBE_T-_TFAA=1TAHL
irﬁi_q_viﬂ— A=+—HBHEERX

RETTHRER - RREXEBRZME B
WEETRAESRRERRBZME -
MEFEARBESERITREAHNEXF

EREAEBEXNNEMME - MEFE
7R &= B AL 4 (R o] EE e 1T AR B A
M (EAE A INAZ S BB 5 E
FEREREHMIE -

BEMS

AEEBRUESHENALTE = (=E
—EF M)A ARAER(BEARRTT
BAFH)(FEZMESRME13E) - 2 1
MAUALT(ZEZZF WAL 2SI
T

2021 2020
—®B=-F ===
HK$000 HK$'000
TET F& T
Salaries and other benefits HekEMEF 1,784 1,784
Contributions to retirement benefits scheme R Rk 1& F 5t 2 4t & 36 36
1,820 1,820
Their emoluments were within the following bands: BEZHMESMBRNERENT
2021 2020
—F=—F —B-FF
Number of Number of
individuals individuals
A A&
Nil to HK$1,000,000 %1,000,0007% 7T 1 1
HK$1,000,001 to HK$1,500,000 1 ,000,001/% 7t &
1,500,000 7T 1 1
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Notes to the Consolidated Financial Statements

e MR

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

14. EMPLOYEES' EMOLUMENTS (continuec)

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.

15. DIVIDENDS

No dividend was paid or proposed during the year ended 30
June 2021, nor has any dividend been proposed since the end
of the reporting period (2020: nil).

14. EEME 2

MEFEAR  ASEYEREMNESEHZR
ZREHEAT(BREFRER) XTME
TER RS E IDA SR E i A A & B 5 ) 2R B
HIEREREZHE -

15. &2
RBE-ZT-—FXA=tALFER #§
BEAREEINBRE - BREH KUK
BREAXNEARS(CE_BF :H)-

16. LOSS PER SHARE 16. BRE#E
The calculation of the basic and diluted loss per share ARRBEEAEBGEEREARBEEEHIED
attributable to owners of the Company is based on the BATEIERE S
following data:
2021 2020
—EZ—F —T-TF
HK$'000 HK$'000
FET FHB T
Loss K518
Loss for the purpose of basic and diluted EFEESRERK # EE18
loss per share (for the year attributable FTRAZEBE(RRRHEEA
to owners of the Company) EhARFEER) (29,871) (101,204)
Number of Number of
shares shares
BHEB R & B
‘000 ‘000
F® T &
Number of shares 8B
Number of ordinary shares for the purpose =& &% E AN #E 518
of basic and diluted loss per share i zEmkEE 7,492,562 7,492,562

Diluted loss per share was the same as the basic loss per
share as there were no potential dilutive ordinary shares
outstanding during the years ended 30 June 2020 and 2021.

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

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

17. PROPERTY, PLANT AND EQUIPMENT 17. ¥ BERSKE

office
equipment,
Plant and Leasehold  furniture and Motor
Buildings machineries improvements fixtures  vehicles Total
BAE
B ER #fE KA
¥ B £ REEH£E "E &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT AT FTAET FAET FTHET AT
Cost BA
At 1 July 2019 KZE-NE+A—H 3136 50,622 143 1,539 1,548 56,988
Additions NE — 8,249 31 209 99 8,588
Disposals & = (11,307) (54) (26) — (11,387)
Exchange realignment i X, 38 B (114) (1,814) 3) (47) 31 (2,009)
At 30 June 2020 and RZEZTE A=THRK
1 July 2020 —E-FFLA-H 3,022 45,750 17 1,675 1,616 52,180
Additions NE 130 4,254 351 14 15 4,864
Disposals HE (1,221) (14,277) (84) (225) — (15,807)
Exchange realignment R 268 4,195 6 134 88 4,691
At 30 June 2021 RZE_—%~A=1+H 2,199 39922 390 1,698 1,719 45928
Accumulated depreciation R FEREE
and impairment
At 1 July 2019 R=F-h&E+tA—H 754 27,720 33 1,251 543 30,301
Depreciation provided AEERRZINE
for the year 188 9957 16 237 351 10,749
Eliminated on disposals PA i 5 B 8 — (6,580) (5) (26) = (6,611)
Exchange realignment i X, 38 B (29) (569) - (39) (6) (643)
At 30 June 2020 and RZZEZTFA=THK
1 July 2020 —TZZ25+A—H 913 30,528 44 1,423 888 33,796
Depreciation provided AEEFEZIFE
for the year 204 5,708 19 108 363 6,402
Eliminated on disposals R E K 4 8 (335) (10,575) (54) (216) — (11,180)
Exchange realignment R 85 1,398 = 114 36 1,633
At 30 June 2021 RZE_—%xA=1+H 867 27,059 9 1,429 1,287 30,651
Carrying amounts REE
At 30 June 2021 RZZB-_—%xA=tH 1,332 12,863 381 269 432 15,277
At 30 June 2020 RZTZ-_ZF A=1H 2,109 15,222 73 252 728 18,384
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

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 2021, the Group has not been granted the
certificates of ownership for buildings with carrying amounts
of HK$1,332,000 (2020: HK$$2,109,000) 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.

Coal mining and construction services CGU

During the year ended 30 June 2020, 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 estimated
the recoverable amount of the coal mining and construction
services CGU to which the asset belongs when it was not
possible to estimate the recoverable amount individually.

Silk Road Energy Services Group Limited
HEEERIREEEFR AR

17. W% BERXE®

AEWE  BERKBEEBZ T EERIA
BEREAGFERE:

BF 5%
R 5 Mt 2= 10%—20%
K& & HI520%

(AR EER%E)
WAEFE - 20%—-40%

RALBEERE

AE 25%
RZEBEZ—FXXA=TH FAEELEEH

B 75 B3 AT 2P P9 4% T BR B &1,332,00078 7T
— T T 21090008 T) 2 EFZ A
BEFE - ARAEERE ARAEEEEH
§Z1ﬂ%§§%i$§$z1ﬂﬁﬁlﬁlﬂﬁt%%
BEREMBEENAEEEN  MZSEWER
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BE_Z_ZFRA=THLFE EXAE
CHR R D B B2 1 B8 49 Bt o8 4% LE (P 5220
REB)MBRREFLEENTE (FRIANH
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BTF R E B R - 32 5Bl Bt At A KK B 5 5%
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FREBAREBEEEFHNMHE18) 2R
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Notes to the Consolidated Financial Statements

17. PROPERTY, PLANT AND EQUIPMENT

(Continued)
Coal mining and construction services CGU (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 (the “Valuer”)
who used cash flow projection based on financial budget
approved by the management. The cash flow projection
was 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 was lower than the carrying amount. The impairment
amount had 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 costs 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 had been
recognised, for the year ended 30 June 2020, against the
carrying amount of right-of-use assets, which were used in
coal mining and construction services business.

During the year ended 30 June 2021, due to continual
concern on the long term sustainability of the coal mining
and construction business, the management of the Group
conducted impairment assessment on the recoverable
amount of certain property, plant and equipment. The
management considered that the fair value less costs of
disposal of those assets were higher than their value-in-
use and adopted the fair value less costs of disposal as
their recoverable amounts. The management of the Group
determined that the estimated recoverable amounts of the
property, plant and equipment are higher than their carrying
amounts. No further impairment is considered necessary.

The fair value less costs of disposal was based on market
comparison approach by reference to recent sales price
of similar assets within the same industry, adjusted for
differences such as conditions and remaining useful lives. The
fair value on which the recoverable amount is based on is
categorised as a Level 3 measurement.

17.

REMBHRERME

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

ME- - BERZE®

REMRREZERBRESELEM(E)

RERARXMEZERBRSELEULNATR
e fBEIRm— BB LERMEERM((EER))
HlElzEREEFEEE HERTRIE
EREEHL MBREFEZRERER
Al e BEREFRIRHAMREZF19%
BEIR > MZARERREBZRSELEM
ZEBERR - EREEMAEZIZRREE
REWzs  BEENEREERAE  THIZZ
ReEL BN ZAERE  AEEKLEGE
REBEBHMSERCEHETE -

REFHEER AEEEEEREHRSES
BUMGFAIRESBEREEE - BRES
BENEEZSEDE  BERRBARER
REESER UESEHEENKREEDN
ERVERERFERBERES  EREE
EENGRE REERAEEAERSE -
BBt R E A (7018 5 R M 3 58 R 7%
E %0 M) 1O AR E B #E SRR (E115,993,00078

ﬁ o

BE-ZT-_—FXA=+THILEFE AR
BRIRBRRMEEEBORYPASE
- AEEEEBHETYE BEIRRE
MR Y el BETREN G BEEERR
HZEBEENAFERHERASREERE
1B - SWEA R FER L SERAERERTIKRE
THE - AKETEEBEENE  BEMRE
M ARESESNEREE o B 8E—

RFEREEXADIETIGLEELS
RTEBUEETRERE L IERERBT
ERPREZRETHE - I LB S HEAHR
KENRFENIERF-ENTE -

5
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

17.

&

PROPERTY, PLANT AND EQUIPMENT
(Continued)

Heating supply services CGU

In respect of the Group’s heating supply services CGU, due
to recurring operating losses, the management of the Group
concluded there was impairment indication for impairment
and conducted impairment assessment on the recoverable
amount of certain plant and equipment under this CGU.

The recoverable amounts of plant and equipment were
determined by value-in-use calculation prepared by the
management supported by the Valuer. The cash flow
projection is based on financial budget approved by the
management covering a five-year (2020: five-year) period.
Cash flows beyond the five-year period are extrapolated using
a 3% (2020: 3%) growth rate until the end of the expected
useful lives of relevant plant and equipment. The cash flow
projection is discounted at pre-tax discount rate of 12.2%
(2020: 13.3%) 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 cost, 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 above assessment, management
of the Group determined that the estimated recoverable
amounts of the property, plant and equipment are higher
than their carrying amounts. No impairment (2020: nil) is
considered necessary.

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

18. LEASES

(i) Right-of-use assets

Properties leased for own use EREEME

REMBHRERME

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

18. HE&

FRAREE
2021 2020
—E-—F —ETF
HK$'000 HK$'000
THEx T T
906 1,278

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.

During the year ended 30 June 2020, an impairment
loss of HK$15,993,000 (2021: nil) was recognised in
the profit and loss which was allocated to coal mining
and construction services segment. Details of the
impairment assessment are set out in note 17.

AEERERLAEME BEIFER
RS meI L AERHE - S8R —
BN F2E5F - AEBIIBRERAE
VIR BHEE R -

 ETTF A= +E¢¢f S
mAl R EERERREEER(DREER
T B M jE 5 ﬂ&i‘““*@%w%woo
BIL(ZEZ—F &) - FEBETE
FIEE R M7 -
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Notes to the Consolidated Financial Statements

e MR

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

18. LEASES (continued)

18. HE =)

(ii) Lease liabilities (i) HEEE

2021 2020
—E-—F —E-FTF
HK$'000 HK$'000
ToT THE T
Non-current IE 7 & 2,190 3,109
Current e 3,118 2,746
5,308 5,855
2021 2020
—EZ—F —T-TF
HK$'000 HK$'000
Analysed into payable RN AN F&T FAT
Within one year —FR 3,118 2,746
After one year but within two years —FRERMEAN 2,190 1,510
After two years but within five years MEZRERAFR — 1,599
5,308 5,855

Less: Amount due for settlement within 12 7‘)@2 : + & A A % & %) 5
months (shown under current liabilities) KB (RRBEEEZY) (3,118) (2,746)
Amount due for settlement after 12 months + =& A% 4 & 5| A 5k 18 2,190 3,109

During the year ended 30 June 2021, the Group entered
into a new lease agreement in the respect of renting
an office and recognised a right-of-use asset and lease
liability of approximately HK$1,035,000 (2020: nil).

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

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

18. LEASES (continuead) 18. & »)
(i) Amounts recognised in profit or loss (i) REBEZPEINRIE
2021 2020
—EB-—-F —T_TF
HK$'000 HK$'000
THEx FE T
Depreciation of right-of-use assets by class % @ iHEI & E B Rl &
of underlying asset: ERAERE:
— Properties leased for own use — BERAHEEDHE 1,407 4,043
— Machineries leased for own use — EAHEE KR — 4,481
Interest expenses on lease liabilities HEBEMNERX
(included in finance costs) (FTABLE B AN) 276 409
Expenses relating to short-term leases HHAEERX
(included in administrative and other (GTATTE &
operating expenses) Hi&EEER) 2,079 1,369
(iv) Total cash outflow for leases (vy HERSRLEEE
The total cash outflow for leases included in the HIRNFEReRERMIR M EHAE
consolidated statement of cash flows under cash ERSMEBTENT -
outflows is as follows:
2021 2020
—E-—F —EEF
HK$'000 HK$'000
THER FAT
Within operating activities (payment for REZEHAN(EERHHEE)
short-term leases) 2,079 1,369
Within financing activities K& EEN 2,424 3,132
4,503 4,501
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Notes to the Consolidated Financial Statements

e MR

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

19. GOODWILL 19. B8
HK$'000
FAE T

Cost BN
At 1 July 2019 RZZE-—NFEtH—H 1,670
Exchange realignment bE o 7 & 61)
At 30 June 2020 and 1 July 2020 RZE_ZTFA=+HBK

—E-ZFF+H—H 1,609
Exchange realignment bE H 7 & 155
At 30 June 2021 RZEZ—F-A=+H 1,764
Accumulated impairment losses At REEIE
At 1 July 2019 RZZE—NF+HA—H 1,670
Exchange realignment ME 5, 8 & (61)
At 30 June 2020 and 1 July 2020 RZZEZZTFASA=1THE

S e Rl = 1,609
Exchange realignment ME 5, 8 & 155
At 30 June 2021 RZEZ—F-A=+H 1,764
Carrying amount BREE
At 30 June 2021 RZEBE-Z—FA=+H =
At 30 June 2020 RZZE_ZTFHA=+H =
As at 30 June 2020 and 2021, goodwill was allocated to RZZEZEFR_ZE—F A A=1TH &

the Everbest Return Limited and its subsidiaries which are
principally engaged in the provision of coal mining and
construction services. The amount was fully impaired in prior
years as the recoverable amount was less than its carrying

amount.

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

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

20. CUSTOMER CONTRACTS 20. EF&H
HK$'000
T T

Cost B 2
At 1 July 2019 R-ZZE—-—NFtH—H 309,373
Exchange realignment bE H 7 & (11,261)
At 30 June 2020 and 1 July 2020 RZE_ZEFA=+BRK

—EEFELHH 298,112
Exchange realignment bE H 3 & 28,805
At 30 June 2021 RZZEZ—FA=+H 326,917
Accumulated amortisation and impairment At BHERRE
At 1 July 2019 RZZE—NF+HA—H 237,379
Amortisation during the year NG e 4,815
Impairment loss recognised for the year FRTERZ A E 18 65,220
Exchange realignment b 5, 8 & (9,302)
At 30 June 2020 and 1 July 2020 RZEBE_ZTFA=Z+BR

—E-TF+H—H 298,112
Exchange realignment bE H 3 & 28,805
At 30 June 2021 RZE=Z—F-A=+H 326,917
Carrying amounts IREE
At 30 June 2021 RZEZ—FA=1+H =
At 30 June 2020 RZE-ZZFFA=+H =
The customer contracts have finite useful lives and are BPEEHNEBEEERAFEN  WIREZER
amortised on a straight-line basis over 818 years. 8EIBF N HEH o
In January 2020, the Group received notices from a major RZEBEZTFE—H - AEEKIRE—FE
customer (“Major Customer”) that in order to comply with ERE([EERFDNEBEAN  BETERK
the Entrusted Management Measures (the “Measure”) which BEZ2ERRR_E—NLF+ZANBHE
was issued by the State Administration of Coal Mine Safety RCGEE PRI CHEDY]) » EBERPERAK
on 6 December 2019, the Major Customer had requested SERIEBBEREFAENAEBERN KRR H
the Group to terminate all services offered in relation to E’]ﬁﬁ“ﬁ‘ﬁﬁk BRFBIHNARRBE A=
the coal mines owned by the Major Customer pursuant to E_FEF-—A+RBZRE -

the customer contract. Details of which were set out in the
Company'’s announcement dated 16 January 2020.
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

20.

21.

&

CUSTOMER CONTRACTS (continuead)

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
an impairment loss of HK$65,220,000 was recognised in the
profit or loss during the year ended 30 June 2020.

20. EF &

He)

BEBEREEREHESER-_E—NFT=
A=t+—HEmkE FEZFPTEEKREER
BREZEHaE BREZREFI AEBEJ
Mm% — %%ﬁﬁ%T%ﬁH&z@%%ﬁ%
7% o BT R 2 18 B K %R RS 15 &
ﬁ%#_?_ FRAEBIRERZED -
RZZBE_EFXNA+LHE  ASEHEKETE
FPEEBTEE) BRI RIS (WMM
ED) ARIERERE BERER - RE
EREHEE  AEEBETERERFREME
Wk EERY - FBEHENARARAPAEZ
_fiﬂﬂ+tam“¢ BERLYE  BF
BHANEAEEZERE  UREE
TEAH +HIEFEZBEFRER
865,220,000 7T, ©

o

/JEJME &

INTERESTS IN ASSOCIATES/AMOUNT DUE 21. R & AT 2R B — 5
FROM AN ASSOCIATE ENTERIE
2021 2020
—E-—F ZETF
HK$'000 HK$'000
FET FAT
Cost of investment in unlisted associates WEIEEMEE RG] 2 KA 316,134 316,134
Share of post-acquisition losses and other R EREE R
comprehensive expense EtemAX (119,464) (119,464)
Dividend received 2z B (50,300) (43,000)
Dividend receivable (included as amount due & UL A% B (D+J\FHSZ B
from an associate) B & N B 5K IR) (161,700) (169,000)
Gain on deemed dilution in interests in %E{’E}%E%HH%%*”ATTEEZ
associates (note a) I 2= (Bt s£a) 15,330 15,330
Amount due from an associate (note b) FE W — FE Bt & A Bl 5RIE
(B 5Eb) 161,700 169,000
Less: impairment loss recognised W EERZREEE (143,320) (146,661)
18,380 22,339

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

21. INTERESTS IN ASSOCIATES/AMOUNT DUE
FROM AN ASSOCIATE (continuead)

Notes:

@)

In prior years, Asset Management International Limited (“Asset
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 2021, the directors of the Company estimated the
accumulated impairment loss of amount due from an associate being
HK$143,320,000 (2020: HK$146,661,000).

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.

Movements in the impairment loss of amount due from an

REMBHRERME

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

1. REBE N R 2R /e — s

S
ENT I (&)

i 2 -

]

a) R idE S E - Asset Management International
Limited ([Asset Management]) A — & B % =
T B ATRE AN (D - I YK ER B fE40,000,0007% 7T Y
ETERLETROERNRE - BRERITTHE
AN & @ R Asset Management Z B4 4 £30% ©
RBEFE - R 1E#H 2 W £315,330,000% TR
BEAER -

(b) R —FHBERBRARELRR  2EREAY
RN EHREF —FRYRE -

e — B E AR FRNBRERBILIERE R
HHREEERNRR - RECRAGEEEIER -
ARBEFEZRELEEBRLR BEAT
B B 7 R DA B Bt R B 8 SE FTAE 1T 25 AR R
RIS REFFENOARERDZEBIRR I
ERERRERLBEE R (@ M) -

RZB_—FXA=+H KARRIEEMHE
W—RBE AR RENRG R EBECER
143,320,000 7T (= & = T 4 : 146,661,00078
7)) ©

AARREIA - 7T kg — B & QR R R &
BRENBERMAEARR L REESZ L -

U —FHEBE AR (ZHEREEEE — 5

associate (lifetime ECL — credit impaired) are as follows: BERE)REZREBEESHHIWOT
2021 2020
—E-—F —EEF
HK$'000 HK$'000
FET FE T
At 1 July R+H—H 146,661 133,510
Impairment loss (reversed)/recognised (7)), R 2 REREE (3,341) 13,151
At 30 June RANA=+H8 143,320 146,661
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

21. INTERESTS IN ASSOCIATES/AMOUNT DUE 21. A B A T
FROM AN ASSOCIATE (continuead) = 18
As at 30 June 2021 and 2020, the Group has interest in the REZEBEZ—FRZT_FFA=+H K
following associate: = BREE:

Proportion of

Principal ownership interest or Proportion of
Form of Country of place of Class of participating shares voting power Principal
Name of Entity entity incorporation operation shares held held by the Group held activities
AEEfEMERER FEREE
ERER ERES HEMALER TELERY Frs R4 85 F2ERAAD L B TEREH
Asset Management Incorporated British Virgin Islands Hong Kong Ordinary 30% (2020: 30%) 30% (2020: 30%) Investment holding
(the "BVI")
Asset Management A AL EBEBRREE Bk Lak 0% (ZZ=FF: 0% (ZT=TF: REER
((RB%&AR 30%) 30%)
BEl)
The summarised financial information in respect of the HASBEEATZE B E QR (AR E
associates that is material to the Group and is accounted for AR S E R EZEHF AT
using equity method is set out below:
Asset Management and its subsidiaries Asset ManagementX E B A 7
2021 2020
—EB-—F —EEF
HK$'000 HK$'000
FET TET
Current assets mE) & E 20,466 23,617
Current liabilities mE B & (181,094) (188,550)
Net liabilities HEE (160,628) (164,933)

Year ended Year ended
30 June 2021 30 June 2020

8= HE

—E-—F —E-EF

ANB=t+H ANA=t8

IHFE IEFE

HK$'000 HK$'000

THER FAT

Revenue W 2= 4,589 27
Profit (loss) and total comprehensive REE&F(BE) R

income (expense) for the year EEBUWE(FAX) 4,305 (13,087)

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

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:

REMBHRERME

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

21. Rtg DRz xR — B8

—NCIE/ 16 )
Asset Management X H [ B 2 7 (#&)

EXBBZHBEREES P RRER
ZRBERRZEEREELRNAT

2021 2020
—E-— —E-FF
HK$'000 HK$'000
FHERT FAT
Net liabilities of associates B NR 2 FBE (160,628) (164,933)
Net liabilities of the associates BERNA 2 FAE (160,628) (164,933)
Proportion of the Group’s ownership interests 7 £ B 7 B & A 5] 2 A #E
in the associates ERADL 30% 30%
Group'’s share of net assets of the associates A& EE(LEEE QA& EFE
(note ¢) (MF5Ec) — —
Carrying amount of the Group’s interests in ~ ANE B R B L QA 2 # 2
associates BREE — —
Note c: Bt & cC

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:

AEERGEBEATNEEFEARAT  KIARAEED
FIEREEEREARERE  UHEEARDERA
%EE%E—F&H&&%’A—JZEETE%EGJZE@EEA%%%’A
RAlZHEm - REH
B}HHMT

7

ERAIARERREMGER(FRARZR)

2021 2020
—B--fF —E-TF
HK$'000 HK$'000
FExT FH T

Unrecognised share of (profits)/losses of associates AEEAEREEHERARCER),/
for the year A (1,292) 3,926
Accumulated unrecognised share of losses of associates 2t R R S QA F FH18 37,311 38,603
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

22.

&

TRADE, BILLS AND OTHER RECEIVABLES 22. ESEWRARE BREERHEAM
FE Wt 5k 18
2021 2020
—E-—F —E-FTF
HK$'000 HK$'000
FET FAT
Trade receivables B 5 FE W I8 89,630 58,086
Less: allowance for impairment of trade B B S e W R IR R (B B
receivables (32,465) (11,680)
57,165 46,406
Bills receivables & 1B 16,586 46,317
Deposit paid for fund investment (note) ENESEKERS (M) 9,713 —
Receivables arising from dealing in listed BEELIMBELREELEZ
securities JE W5 m 2,739 871
Prepayments TET KT 2,266 5,412
Other deposits paid, net of allowance for EI@EH e HMBRERE
impairment 20,204 22,944
Other receivables, net of allowance for H b fE W 5RIE - I BRIBE &
impairment 3,279 11,531
111,952 133,481

As at 30 June 2021, the gross amount of trade and bills
receivables arising from contracts with customers amounting
to HK$106,216,000 (2020: HK$104,403,000).

All the bills receivables are aged within 180 days (2020: 180
days).

Note:
The balance represented a deposit paid for subscription of a fund investment

which was subsequently cancelled and the deposit was refunded to the
Group.

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

22. 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:

REMBHRERME

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

22. ESRWFRE BREBRHEAM

@Wmﬁ%)

AEBERTHEFOREN /30X - @1 H
WEZRUHRIAL AETE - RMEHR - %
BRB2I2EHRKFIR - CHRRFR
EBERZEEINOT:

2021 2020
—EB-—F —T-TF
HK$'000 HK$'000
FET F& T
0-30 days 0£30X 2,128 5,744
31-60 days 31260K 8,654 18,081
61-90 days 612 90K 6,822 19,526
91-180 days 91£180K 6,622 =
181-365 days 1812365k 14,028 =
Over 1 year i @1 18,911 3,055
57,165 46,406

The Group measures the loss allowance for trade receivables AEERBAENR2HBEBREEBENSE

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. There has
been no change in the estimation techniques or significant
assumptions made during the current period.

Except for gross amounts of HK$60,896,000 (2020: nil) as at
30 June 2021, the Group's trade receivables as at 30 June
2021 and 2020 are related to 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 invoice date
is not further distinguished between the Group's difference
customer bases. The aforesaid trade receivables with gross
carrying amounts of HK$60,896,000 (2020: nil) as at 30 June
2021 were assessed individually.

AHE A%EWMEZ%E%ﬁ°“%EW
RENEHEEBERN2ZEHKANBE
BB R HEBASRPE IR
ERBEEREGS  UTREBEEBANETE
AE  EHRAREMETRABEENLRR
AR R & B E AR R R TEORIR O B
AZFHELAR AMEEERTHE
ABREARBEZ -

BRRZE_—FAA=Z+THEHMNEBEEA
60,896,000 TN —E_FF : &) - XEH
RZEZ—FRZZFEZTEFA=THHE
SEBRBEE —KRERRSUENESFH
&@%}K%IE’JTE&@E%E@%& N

DERPHBELEBRANBRARAEEEES
ﬁ FHtER R E R ARG EE BB ERR
E—TROTEHNEFELE  c N _T_—
FRNA=THEKRE#E60,896,000%T(=ZF
—TFE) 2 P B 5 R IE 1T E B
FF Al e
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

22. TRADE, BILLS AND OTHER RECEIVABLES 22. ESZEWRIE  BERWRER Hft

(Continued) FEWERIE &)
The following table provides information which is assessed TREHBREREEENGHNER -

based on provision matrix.

Weighted
average Gross
expected carrying Loss
As at 30 June 2021 R-—B-—FXH=1H loss rate amount allowance
hn & 15

AHEER fRE A E EERE
% HK$'000 HK$'000

FER FER
Collectively and individually assessed H @ & (@ Bl &1
0-30 days 0230k 16.94% 2,562 434
31-60 days 31E260K 24.78% 11,505 2,851
61-90 days 61E90K 31.93% 10,022 3,200
91-180 days 91K 2180K 30.13% 9,477 2,855
181-365 days 181K £365K 42.66% 24,465 10,437
Over 1 year B m1F 40.15% 31,599 12,688
89,630 32,465
Weighted
average Gross
expected carrying Loss
At as 30 June 2020 R-ZZE-_ZTF,A=1+H loss rate amount allowance
In#E g
TEHA S 1R RERE &5 18 1
% HK$'000 HK$'000
FAT FAT
Collectively assessed ST
0-30 days 0E30K 8.08% 6,249 505
31-60 days 31E260K 8.33% 19,724 1,643
61-90 days 61290 8.33% 21,300 1,774
Over 1 year 1B @1F 71.75% 10,813 7,758
58,086 11,680

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

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

22. TRADE, BILLS AND OTHER RECEIVABLES 22. ESZEWRIE  BERRER HAt

(Continued) PE W SR IE (&)
The movements in the allowance for impairment of trade EoRWRIBREREE 2 ZEAT

receivables are set out below:

Lifetime Lifetime ECL
(collectively (individually
and assessed,

individually credit-
assessed) impaired) Total
WA

25 FEER
(AER (ERIFEME -

& Bl 3F 1) EERME) ot
HK$'000 HK$'000 HK$'000
FB T FAB T FA T
At 1 July 2019 RZE—-—NFLHA—H 10,301 = 10,301
Impairment loss recognised HRZBMEEE 1,771 — 1,771
Exchange realignment e (392) = (392)
At 30 June 2020 and 1 July 2020 RZZEZZFAA=TAK
—E-ZF L+ A—H 11,680 — 11,680
Impairment loss recognised R R EEE 16,073 3,151 19,224
Exchange realignment e H 1,490 71 1,561
At 30 June 2021 R-_ZE-_—FA=+H 29243 3,222 32,465
For other deposits paid and other receivables, the directors HREMBENIEES R HEMEURFIE - AT
of the Company determined the expected credit losses based EERLERATEETH  BELRUARK
on individual assessment after taken into account historical TEREEER(GEEEREMNAIEEER)E
settlement records, past experience, and also quantitative ERERFEECEREESE -

and qualitative information that is reasonable and supportive
forward-looking information.
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

22.

23.

&

TRADE, BILLS AND OTHER RECEIVABLES 22. EZFEWRE EREERHM
(Continued) PE W R IE (&)
The movements in the allowance for impairment of other E@EH e kB ERFIERERE
deposits paid and other receivables are set out below:. & BET
HK$'000
FAT
At 1 July 2019 RZE—NFEtA—H 2,268
Impairment loss recognised BRZREEE 3,131
Exchange realignment PE 5 (112)
At 30 June 2020 and 1 July 2020 RZZEZZTFAA=+THEK
—ET_TF+A—H 5,287
Impairment loss recognised R EEE 1,091
Exchange realignment PE o, 3 & 534
At 30 June 2021 R -_—FA=+H 6,912
LOAN RECEIVABLES 3. ERER
2021 2020
:g:-i —_== E'E
HK$'000 HK$'000
FERT FAT
Loans - 156,445 208,706
Less: impairment losses recognised TR 2R EBE (14,443) (9,409)
142,002 199,297

At 30 June 2021, other than a loan to a third party with
an aggregate principal and accrued interest amounting to
HK$2,435,000 (2020: HK$3,027,000) is secured by a second
charge of a property, all other loans to third parties with an
aggregate principal and accrued interest of HK$139,567,000
(2020: HK$196,270,000) are unsecured, bear fixed interest
ranging from 5% to 18% (2020: 5% to 20%) per annum
and are repayable within one year and thus classified as
current assets. Loan receivables of HK$61,492,000 (2020:
HK$112,030,000) are guaranteed by guarantors.

Silk Road Energy Services Group Limited
HEEERIREEEFR AR

R-ZZTE-_—FA=+8 " @méji2435000
BT (ZE T4 : 3,027,000 L) fEF— 2
FohHZ2—HERASMEFHNERH—E
MEZE_BRTERTIIN FIBEEME
139,567,000/ 7T (Z T =Z 4F : 196,270,000
BL)EFTE=ZAZ2ERASNETT B A

IR ZETFFESRERR(ZEZ
FO%E20%)FTERER—FANEE K
DHEERBEE ° 61,492,000 L (ZZE=_=F

F 112,030,000 T) 2 FEWM E SR B £ R A
ER -



Notes to the Consolidated Financial Statements
e HRERMNEE

For the year ended 30 June 2021
BE_T-_—FA=THLFE
FEWE R

ZERBEFRERERBHRIEEZEER
RRBME -

23. LOAN RECEIVABLES (continuead) 23.

The loan receivables are repayable based on the repayment
schedule specified in the respective loan agreements.

RETRKEFNEREERER - A7
EECAMRELBEREMINBAIBER -
VHETHBARRZBEEERAZHRE R
RIEMEEH -

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.

AR AR 3 f L K S R T R
BEBRREABRRL KB ERL -

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.

Movements in the impairment loss of loan receivables are as EWER 2 MEBEZZHIAINMT
follows:
Lifetime ECL —
12 month ECL Lifetime ECL  credit-impaired Total
2HES
12BAEH 2HES FEEE —
FEEE FEEE EERE @t
HK$'000 HK$'000 HK$'000 HK$'000
THET THET FTHEL THET
At 1 July 2019 RZE—NEF
+H—H 1,510 6,276 174 7960
Impairment loss recognised REFERAZRME
during the year, net BE 8 (851) 2,098 444 1,691
Exchange alignment B ¥, 38 B (43) (191) 8) (242)
At 30 June 2020 RZZZZE
and 1 July 2020 NB=TEK
it St 3
+A—H 616 8,183 610 9409
Reclassification ER bk 2,591 (2,696) 105 =
Written off during the year FERH — — (610) (610)
Impairment loss (reversed) RAEE (1 e e 22
recognised during the year, ZREEE  FE
net (3,024) (3,364) 11,151 4,763
Exchange alignment B X, 38 B 236 432 213 881
At 30 June 2021 R_Z_—F
~NA=TH 419 2,555 11,469 14,443
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Notes to the Consolidated Financial Statements

e MR

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

24. CONTRACT ASSETS 24. EHEE
2021 2020
—E-—F —E=F

HK$'000 HK$'000
TET TETT

Unbilled revenue of a construction contract — M EEASLNZ REBIA
(note a) (Fff 3% a) — 540

Retention receivables of excavation works, net ZHE TR EWREBE S  F 58
(note b) (B EDb) 15,629 15,049
15,629 15,589
Less impairment loss recognised WMERER 2 REEE (2,649) (790)
12,980 14,799

Notes: B &

(@) 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 certification 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.

(b) 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 2021, the weighted average expected loss
rate applied to contract assets was approximately 16.95%
(2020: 8.08%).

During the year ended 30 June 2021, HK$1,743,000 (2020:

HK$738,000) was recognised as provision for ECL on contract
assets.

Silk Road Energy Services Group Limited
HEEERIREEEFR AR

(@) AARKNEEZ RABERAEAEERREET
BERESETRRENEN  RER/ZSHEHE
RRBEFPHASEE TKWEETIZEMEE -
BZIRHMGERRE - EXSRAKAER
HECEEAASENEFERE EMMESRT
RERAR) GHEEEBEEZRERE -

(b) RETERIEMS  ARERE-FHNREH
RERBENSYEIS% . 2BEBRENRANEE
N BEEREHERAL  RESAEENRK
REFNBORREPE A KR TR —EKRH
NERBEZNRERE - EXFENKAE
GIHR  GHEEBBREEZRKHIR - BIR
RESWIHPBE S EMBNZETRZEKZ
BH)— 4 o

$§.H#;AEAU§§ BMERHEER
T RESAREEERANE -RELBERR
HEEMEE

AREBECEBE BB REER FIH A
Eﬁ’F*ﬂftE&ﬁ;%HHTE,HHEEEHETE@fa
EEBEREE #E_ZT_—F~A=1+H8"
ERAREGHEEMNETHEREEERY
51695% (—ZE = F 4 : 8.08%) °

BE_T_—FA=THLFE E®#R
MAREE 2 AREEBEEER743,000
BT (ZE T F :738,000% T) °



24. CONTRACT ASSETS (continued) 24.

25.

Notes to the Consolidated Financial Statements

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

REMBHRERME

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

EHNEE®)
AMBEZREBESESHMT

HK$'000
FE T
At 1 July 2019 RZZE—NF+EtA—H 60
Impairment loss recognised R ZREEE 738
Exchange realignment b 5, 3 & (8)
At 30 June 2020 and 1 July 2020 RZEBE_ZEFA=Z+BRER=_Z=F
FELH—H 790
Impairment loss recognised R ZREEE 1,743
Exchange realignment bE H 3 & 116
At 30 June 2021 RZZEZ—FA=1+H 2,649
FINANCIAL ASSETS AT FAIR VALUE 25 REZRBRLAFEARZEME
THROUGH PROFIT OR LOSS -3
2021 2020
—E-—F —EEF
HK$'000 HK$'000
FERT FAT
Equity securities listed in Hong Kong, REBLETHRAES -
at market value Z A 21,805 27,038
Equity securities listed in the PRC, KA EmHRAE S -
at market value EmiE 5,187 =
Equity securities listed in the United States, WM EBE FHHRKAE % -
at market value EE 337 —
27,329 27,038

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.

ZEREZRAFELDSERRZITHEA

BHE_Z_TFA=THILFE &=
EERBMNEZRERARMTEME] 2—
BRR B - AN B A 48 1K {B405,00078 7T B
N FIT 5B AR H E 2505,0008% F & K
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

26. BANK BALANCES AND CASH 26. SRITHBRRRAE

RZZB_—FRXA=1TH AEENRTHE
BRIRNF0.01%21.2% (ZZE_FF : 0.01% 2
12%) 2 FMEFR o

As at 30 June 2021, the Group’s bank balances carried
interest at rates ranging from 0.01% to 1.2% (2020: 0.01% to
1.2%) per annum.

Details of impairment assessment of bank balances and cash IRITHEHRRIRE 2 B E T F 153 R M

are set out in note 34. 34 o
27. TRADE AND OTHER PAYABLES 27. ESRHMEMNRIE
2021 2020
—E-—F —E T
HK$'000 HK$'000
FET FAT
Trade payables B 5 R RIE 6,869 8,662
Deposits received B2lize 1,022 2174
Payables for acquisition of property, plant and WE¥ % - BE K& & 2
equipment & 338 — 316
Accrued mining service costs on excavation 1248 T2 2 J& 5 BR 5 AR 755 Ak A
works 750 5,097
Accrued staff costs JEEFE T KA 21,693 18,634
Other tax payables H b & 7 I8 9,931 7,513
Accrued expenses FEErR X 1,482 1,703
Interest payable (note 28) P&~ 71 2 (B 5£28) — 1,235
Other payables H {th & 3018 968 1,650
42,715 46,984
The following is an aged analysis of trade payables based on REZAZY 2B SEMNIE ZREK DT
the invoice date: ™
2021 2020
—EZ—F —T-TF
HK$'000 HK$'000
FET FAT
0-30 days 0E30K 5,415 4,306
31-60 days 31E260K 447 781
61-90 days 61290K — 1,202
Over 90 days B #B90K 1,007 2,373
6,869 8,662

@

The average credit period on purchases is generally from 30 FEHEFNEE 2 FHRERE—RK N FI0K
days extending up to 90 days for major suppliers. EH&ZI0OK o

Silk Road Energy Services Group Limited
HEEERIREEEFR AR



Notes to the Consolidated Financial Statements

28. PROMISSORY NOTES/AMOUNT DUE TO A

FORMER NOTEHOLDER

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.

On 31 July 2020, a deed of settlement has been signed
between the Company and the noteholder. Pursuant to the
deed, HK$46,472,000 was paid to the noteholder during the
year. The remaining balance 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.

On 17 August 2021, a second deed of settlement has been
signed between the Company and the noteholder. Pursuant
to the second deed, HK$36 million is to be paid by the
Company within ten business days from the date of the
second deed. On 18 and 19 August 2021, RMB20 million
(equivalent to approximately HK$24 million) and RMB10 million
(equivalent to approximately HK$12 million) were paid to the
noteholder respectively. The Company shall pay the remaining
outstanding principal or any part of the outstanding principal
by not less than 1-month prior notice from the noteholder.
Both parties may mutually consent to a shorter notice period.
The interest rate on the outstanding principal is 3% per
annum.

28.

REMBHRERME

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

RARE EBN-—UARERA
A FRIE

RN-BE—ARE+A=1+—B xA7AH%HK
B% Everbest RetunE BB T A BE A
304,000,000 7T 2 B # & 5 R o & L
ZEBER-_Z_TFLA=ZTHIE  &1%
ZEMEGE - MEBERFHERSIMN - AR
AAR-_E— A" +A—BREZZEIHA
BI—BIFHARAEREDL 2 koA E
1B oo A 3R R DAO% B R ) 2 J B 8 Bk AN BT
EZ

o

B 7 U B8 Everbest Return s B #) sk 28 (B 17
& BEITRED AL FE 897,877,000 TE
REBEE-_E—RNENA=ZTHILFEED -
REBEE-_ZE—+FEA=ZTHILFEE &
i 3] B = {H 4 44,892,00058 TT I A K Z 4 o

R-F_THFELA=1T—8 ARAEZR
FAABRIMMBRZZY - RIBZRL - RF
NE MR EF A A 146,472,000/ 7T © F
BREBR T _—FLtRA=+—HzZA
XA THENR]D - ARABRAR_FE_—F+
A=+ — B & 58 5 A0 {E fa] B & bA1,000,000
BILHEBEEXNIHARI D HNROE
B o &% 20 B SR F A E 3% o

RZZE_—FN\ATEH ARAEREERF
EABRILE M MBERY - RIEE—_MH
RE ARAIHRAEF - MHMEROE+
& & 2% B W X 1:136,000,0008 7T - R=ZF =
—FNANA+TNBRNANATAE 25X
EEFAE A A KRH20,000,0007T (18 & 7 4
24,000,0007% 7T) & A R #10,000,0007T (18
R #312,000,00087T) - KRB ARRERE
ABHRNDPR —EANSETBAE N F R
ABEAECHAREERSNEMEED - 7514
ENHEHERSRERANS - REER
T HFENES3% °
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Notes to the Consolidated Financial Statements

e MR

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

28. PROMISSORY NOTES/AMOUNT DUE TO A 28. ZRHEE "FE{t—

FORMER NOTEHOLDER (continuea)

Movement of promissory notes issued is as follows:

! mEEF-.rﬁ
ARIE®) A

BERTALEBRZEHNOT:

HK$'000
FAE T
At 1 July 2019 RZZE—NFEEHA—HB 117,267
Imputed interest recognised (note 10) B R E F B (Ff 5210) 7,064
Coupon interest reclassified as other payables (note 27) & %75 %8 & H b JE {338 2
= A B (K EE27) (1,235)
At 30 June 2020 and 1 July 2020 RZEZZTEFAA=THERZZEZZ
F+A—H 123,096
Imputed interest recognised (note 10) B R E A2 (M &E10) 376
Repayment B (46,472)
Reclassified to amount due to a former noteholder ENOBRERN—NAZEEFZEAA
HIE (77,000)
At 30 June 2021 RZEZ—FHA=1H =
Movement of amount due to a former noteholder is as EN—CAERFBBAREBZEBHMAT
follows:
HK$'000
FAE T
At 1 July 2020 RZE-ZZTF L A—H =
Reclassified from promissory notes HERZEENHHE 77,000
Interest expense (note 10) F2 2 (Bt 5£10) 2,159
Repayment of interest BEME (1,773)
At 30 June 2021 RZEZ—FA=1+H 77,386

Silk Road Energy Services Group Limited
HEEERIREEEFR AR



Notes to the Consolidated Financial Statements
e HRERMNEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

29. DEFERRED TAX ASSETS (LIABILITIES) 2. EXEHEEE(RE)
2021 2020
—E-—F BT
HK$'000 HK$'000
FET FAT
Deferred tax assets EERIBE E 2,944 6,737
The following are the major deferred tax assets (liabilities) LNTAAEERBAFECEANEEZET
recognised and movements thereon during the current and RBEEAEBBRE)REZS:
prior years:
Fair value
adjustment
on property,
plant and

Impairment equipment
of and customer

receivables contracts Total
FEUR
PE W FRIE 2 EEEHZ
A AREEAE &5t
HK$'000 HK$'000 HK$'000
FAT FAT FAT
Balance at 1 July 2019 RZZE-—NFEH—H
2 FE A 11,108 (17,998) (6,890)
(Charge) credit to profit or loss B &5 (F0RD 5FA
(note 11) (fF3E11) (4,005) 17,509 13,504
Exchange realignment bE X 38 & (366) 489 123
Balance at 30 June 2020 and 1 July R-ZE-ZTF/XAH
2020 = tARZZEZEHF
+t A—BZ &R 6,737 = 6,737
Charge to profit or loss (note 11) 18 2= 0k (BT 5E11) (4,347) — (4,347)
Exchange realignment b 5, 38 & 554 = 554
Balance at 30 June 2021 RZZE-_—FA=+H
2 FE R 2,944 = 2,944
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

29. DEFERRED TAX ASSETS (LIABILITIES) 29. EEBEEE(EE) @)
(Continued)
At the end of the reporting period, the Group has unused R EHR - AN E % H158,670,0008 7T (=
tax losses of HK$158,670,000 (2020: HK$138,774,000) available T = T 4 : 138,774,000 70) Z K B) A §i 15
for offset against future profits, out of which HK$141,943,000 BB AT 8 R AR Sm A+ H H141,943,0007% JT
(2020: HK$$122,078,000) that may be carried forward —EZ =T : 122,078,000 JT) A RE £ BR AP
indefinitely and the remaining tax losses of HK$16,727,000 EAE - R T 2 W75 85 1816,727,0007%8 7T (=
(2020: HK$16,696,000) will expire within five years from the T T 116,696,000/ T0) SR B BB B E
year in which the respective loss arose. No deferred tax EFEMRFEARNE R o I8 E R K m ) 5OR &
asset has been recognised in respect of the tax losses due ETERAIMB R G EEEREMBELTETIEE
to unpredictability of future profit streams. E e
30. SHARE CAPITAL 30. BA
Number of
shares Amount
&g g 2
HK$'000
FHET
Authorised EE
As at 1 July 2019, 30 June 2020, R=ZF—NFE+tHA—H-
1 July 2020 —EFTFAAA=THERK
—E-ZF L+ A—H 30,000,000,000 1,500,000
Capital reorganisation (note) B A E A (M 5E) 120,000,000,000 —
As at 30 June 2021 RZE-_—FA=+H 150,000,000,000 1,500,000
Issued and fully paid ERTRAR
As at 1 July 2019, 30 June 2020, RZE—NFE+tHA—H-
1 July 2020 —E-FF,A=1+H
—E-ZF L+ F—H 7,492,562,338 374,628
Capital reorganisation (note) P A& 4 (B RE) — (299,702)
As at 30 June 2021 R-—E-_—F<A=+H 7.492,562,338 74,926
Note: As part of a capital reorganisation exercise implemented by the Ma: ERAARRETRAZTAHTEN—HBH AR
Company, the issued share capital of the Company was reduced by RIERTRABEBFHTREZITRMH0.04B T
the cancellation of HK$0.04 paid-up capital on each issued share such R RRAER  ABBREZETROMNEE
that the par value of each issued share was reduced from HK$0.05 B0.0574 7T 8 2 £0.01% 7T ° AR R R A 78R 2
to HK$0.01. The share capital of the Company was also reduced by 299,702,000% 7T °
HK$299,702,000.
At the same time, the authorised share capital of the Company was B BF - RA A8 A TE IR AN # 5 41,500,000,0007#
changed to HK$1,500,000,000 divided into 150,000,000,000 shares of JT + 9 %150,000,000,0000% 4 % E {€0.015% 7T #)
par value HK$0.01 each. B fn o
None of the Company’'s subsidiaries purchased, sold or AARIMBRARBENRFTARE - HENE
redeemed any of the Company’s shares during the vyear. B ARRQBERBKH °

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

31. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

REMBHRERME

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

31. AT BEMRR K

2021 2020
—E-—F —ETF
NOTES HK$'000 HK$'000
B 5 FET FET
Non-current asset EMBE E
Unlisted investments in KRB RRZ
subsidiaries EEMIKE 1 1
Current assets mEE E
Prepayments, deposits and other AR He &k
receivables H {th & Y 5118 949 966
Amounts due from subsidiaries JFE Us B BB A B FR IR (@) 418,716 477,713
Bank balances and cash WITHEBR AR 19,385 14,232
439,050 492 911
Current liabilities mEAaE
Accrued expenses FEFT XX 1,325 3,269
Amount due to a former J& < — 12 BT 2= 4%
noteholder HH ANIE 28 77,386 —
Promissory notes EHER 28 — 123,096
78,711 126,365
Net current assets mEEEFE 360,339 366,546
Net assets BEEFE 360,340 366,547
Capital and reserves BEARRFEE
Share capital % 30 74,926 374,628
Reserves (k] (b) 285,414 (8,081)
Total equity W B 360,340 366,547
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

31. STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (continued)

@D

Notes:

@)

Amounts due from subsidiaries are unsecured, non-interest bearing
and repayable on demand. During the year ended 30 June 2021,
the directors of the Company have performed an impairment
assessment based on the expected credit loss model. As at 30
June 2021, the carrying amount of amounts due from subsidiaries
was HK$418,716,000 (2020: HK$477,713,000), net of accumulated
impairment loss of HK$547,332,000 (2020: HK$547,332,000).

Reserves

31.

GEX

(b)

Distributable

AATEHBERR T @)

KK BEBARIZEAEER 2ERIKERE
B -NRBEZZ=Z—FAA=THLEE &2
AIEEEREEHEEHBEETRETRE -
R-T-—FXA=+0 BRHBAFKERE
18 /418,716,000 7t (ZZ =4 : 477,713,000
75 70) (B 30 Bk 2 518 (8 & 8547,332,0007%8 7T (=
T = T4 : 547,332,0005 7T)) °

fi £

Accumulated

Share premium reserve losses Total
B 15 % & it 5 K % & Ait &8 &5
HK$'000 HK$'000 HK$'000 HK$'000
FHET FE T FHET FHET
At 1 July 2019 RZT—NF
+tHA—H 651,897 — (548,914) 102,983
Loss and total comprehensive A4 EEE &2
expense for the year X = = (111,064) (111,064)
At 30 June 2020 and RZZEZZTF
1 July 2020 NA=ZTHAR
—E-THF
tA—H 651,897 — (659,978) (8,081)
Capital reorganisation (note) A% 7~ & 48 (Fff &%) (651,897) 288,469 663,130 299,702
Loss and total comprehensive 78 4F & &5 18 &
expense for the year 2HARXZ — — (6,207) (6,207)
At 30 June 2021 R-_TE_—_—F
~NAZ=1+H — 288,469 (3,055) 285,414
Note: B = -

As part of a capital reorganisation exercise implemented by the
Company, upon the capital reduction (note 30) became effective, the
entire amount standing to the credit of the share premium account of
the Company has been cancelled; and

The credit arising from the capital reduction and share premium
cancellation has been applied towards offsetting the accumulated
losses of the Company amounted to approximately HK$663,130,000
as at the effective date of the capital reduction, thereby reducing
the accumulated losses of the Company. The balance of credit of
approximately HK$288,469,000 has been transferred to a distributable
reserve account of the Company.

Silk Road Energy Services Group Limited
HEEERIREEEFR AR

EBARRAETRAZBTEN — 8D - REA
HILRk (B FE30) A 2R AN A E AR i B BR B 2 &P
ERESBEEHE K

BB B A B ORL  2E A 2 15 B R AR 10 0 (B = 81 A AR
AHRERAHMERAREH AR RFAERY
663,130,000 7T * RK P ARAB RFER ° 5
#3278 40288,469,0003% 7T B B A AR R A 7] 2K
Bk -



32.

33.

Notes to the Consolidated Financial Statements

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$4,336,000
(2020: HK$5,925,000) represents contributions payable to
these plans by the Group at rates specified in the rules of
the plans.

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.
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33.

@

SHARE-BASED PAYMENT TRANSACTIONS
(Continued)

Share option scheme (Continued)

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
guotations sheet issued by the Stock Exchange on the date
of grant which must be a business day; and (b) the average
closing price of the shares as stated in the daily quotations
sheets issued by the Stock Exchange for the five business
days immediately preceding the date of grant, and (c) the
nominal value of a share.

The maximum number of shares which may be issued upon
exercise of all outstanding options granted or to be granted
under the Share Option Scheme is 10% of the issued share
capital of the Company as at the date of adoption of the
Share Option Scheme (the “Scheme Mandate Limit").

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.

Silk Road Energy Services Group Limited
HEEERIREEEFR AR
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34.

Notes to the Consolidated Financial Statements

SHARE-BASED PAYMENT TRANSACTIONS
(Continued)

Share option scheme (Continued)

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 2020 and 2021. As at 30 June 2020 and
2021, no option remained outstanding under the Share Option
Scheme.
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FINANCIAL INSTRUMENTS 3. €@ T H
Categories of financial instruments SE I ENER
2021 2020
—E_—F —EZTF
HK$'000 HK$'000
FERT FE T
Financial assets TREE
At amortised cost (including bank balances REER A (BERITESRK
and cash) HE) 437,217 471,786
Financial assets at FVTPL LEERZEATFEAERZ
DEEE 27,329 27,038
Financial liabilities E- =N
At amortised cost 12 8 35 K AR 110,170 162,567
Financial risk management objectives and policies BHERREEEERBEK

The Group’s major financial instruments include trade, bills
and other receivables, loan receivables, financial assets
at FVTPL, amount due from an associate, bank balances
and cash, trade and other payables, promissory notes and
amount due to a former noteholder. Details of these financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments include market
risk (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.
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For the year ended 30 June 2021
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34.

o

FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and policies
(Continued)

Market risk
Interest rate risk

The Group has exposure to fair value interest rate risk in
relation to the promissory notes, amount due to a former
noteholder and loan receivables for the years ended 30
June 2020 and 2021. The Group also exposed to cash flow
interest rate risk in relation to the bank balances for the years
ended 30 June 2020 and 2021. 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.

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 (2020: 10% higher/lower) with all
other variables held constant, the consolidated loss after tax
for the year would decrease/increase by HK$2,282,000 (2020:
HK$2,258,000) mainly due to changes in fair values of financial
assets at FVTPL.

Credit risk

As at 30 June 2021, 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.

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

34. FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)
Credit risk (Continued)

The credit risk of the Group mainly arises from trade, bills and
other receivables, loan receivables, contract assets, amount
due from an associate and bank balances and cash. 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.

For trade receivables and contract assets, the Group has
applied the simplified approach in HKFRS 9 to measure the
loss allowance for impairment at lifetime ECL. The Group
determines the ECL for customers collectively by using a
provision matrix, estimated based on historical credit loss
experience, as well as the general economic conditions of
the industries in which debtors operate. In this regard, the
directors of the Company consider that the Group's credit risk
is significantly reduced.

Management considered that the risk of default in respect
of bills receivables to be low credit risk when there is no
information indicating that they had a significant increase in
credit risk since initial recognition and thus the allowance
for impairment recognised during the year was limited to
12-month ECL. As at 30 June 2021 and 2020, the identified
impairment loss was not significant.

For loan receivables, other receivables and amount due from
an associate, the Group has assessed whether there has been
a significant increase in credit risk since initial recognition. If
there has been a significant increase in credit risk, the Group
will measure the loss allowance based on lifetime rather than
12-month ECL.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings assigned by
international credit-rating agencies or with good reputation.
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For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

34. 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

4. €@ T BE(#)
MEERREEEERKE ()

A AC Y
=EEE R (&)

REERNPHERAEERZEREHOME » A
ERBERESHACEERARESHEANRE
7/ RAEEERRETS
EREENREARELNENORREYH
TR BN E R R
BEEREEBRIBMAIELEER -

mERM - AR

ETTHR - AEEEE

information.

The Group’s exposure to credit risk KEBZEER

The Group'’s current credit risk grading framework comprises AEEMNREEERBRTRAERLBEAT
the following categories: =48Rl

Category

Wl

Performing

& 4

Doubtful

* R

Default

(Aol

Write-off

Description
it

For financial assets where there has low risk of default or has not
been a significant increase in credit risk since initial recognition
and that are not credit-impaired (refer to as Stage 1)

FEANRRE BT R RE L EEERRAIEEMNR
TEEERENEREE(DRE—ITER)

For financial assets where there has been a significant increase in
credit risk since initial recognition but that are not credit-impaired
(refer to as Stage 2)

BY X BREEER
(PRE_BR)

BABENEYEEERENSREE

Financial assets are assessed as credit-impaired when one or more
events that have a detrimental impact on the estimated future
cash flows of that asset have occurred (refer to as Stage 3)

—HERZBEEHBEEMUEENEARRREREELETNF
KABEEERENEREE(DAE=RER)

There is evidence indicating that the debtor is in severe financial
difficulty and the Group has no realistic prospect of recovery
FEFBRTEBAERRBREV B RERASE N EEREIKE

FXIE )] R

Silk Road Energy Services Group Limited
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Basis for recognising ECL
BREAHGCEHENEE

12-month ECL

PREAEHREEER

Lifetime ECL — not credit-

impaired

2HEHMEEER — BEERE

Lifetime ECL — credit-impaired

2HEHMEEEE — EEERE

Amount is written off
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For the year ended 30 June 2021
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34. FINANCIAL INSTRUMENTS (continuead) 3. eI 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 TERFINAEESTBETEBEEBEFT
financial assets and contract assets, which are subject to ECL EHEREERGNEENEERR :
assessment:
Gross Net
Internal carrying Loss carrying
30 June 2021 Notes credit rating  12-month or lifetime ECL amount allowance amount
—E-—-§xA=TH M ABEEFTE NREAASZHEHGEESR MEEE BEBRE KEFAE

HK$’000 HK$'000 HK$'000
TER TER TER

Trade receivables 22  Note a Lifetime ECL 86,396 (29,243) 57,153

B 5 W RIR fiizxa 2HEHEEER

Trade receivables 22 Note a Lifetime ECL (individually assessed, 3,234 (3,222) 12
credit-impaired)

B 5’ HIA fif ska 2HBEHEEER

(fE BVt ~ = &R ME)

Bills receivables 22 Performing 12-month ECL 16,586 — 16,586
B R & & #) PREREHEEEBE

Other receivables 22 Performing 12-month ECL 42,847 (6,912) 35,935
B & W R IE B4 REAESREEEE

Loan receivables 23 Performing 12-month ECL 114,274 (419) 113,855
JE W B EH PREREHEEESE

Loan receivables 23 Doubtful Lifetime ECL (not credit-impaired) 14,107 (2,555) 11,552
JE W B R AR 2HABREEFREERAE)

Loan receivables 23 Default Lifetime ECL (credit-impaired) 28,064 (11,469) 16,595
FEU E R B 2HBHEEBER(EEERAE)

Contract assets 24 Note a Lifetime ECL 15,629 (2,649) 12,980
BHEE fifsta CHRBEEERE

Amount due from an associate 21 Default Lifetime ECL (credit-impaired) 161,700 (143,320) 18,380
JE W — B & R AR B 2HRBEEBER(EERRA)

Bank balances and cash 26 Performing 12-month ECL 167,149 — 167,149
RIOEBRRE S B4 REAREHEEESE
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For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

34. FINANCIAL INSTRUMENTS (continuead) 3. eI A
Financial risk management objectives and policies HERKREEEERBEK(E)
(Continued)
Market risk (Continued) w45 E B (4E)
Credit risk (Continued) =B (&)
The Group's exposure to credit risk (Continued) KEBZEERR(Z)
Gross Net
Internal carrying Loss carrying
30 June 2020 Notes credit rating 12-month or lifetime ECL amount allowance amount
—E-_ZFXA=1H MaE ABEETIR N2ERNZHBEHEEFE BEEE EBERE REFE

HK$'000 HK$'000 HK$'000
TET THET TET

Trade receivables 22 Note a Lifetime ECL 58,086 (11,680) 46,406

B 5 B HIB fi3Ea 2HEHEEBR

Bills receivables 22 Performing 12-month ECL 46,317 — 46,317

I E & E#H PEABHEESE

Other receivables 22 Performing 12-month ECL 40,633 (5,287) 35,346

Hofth & W 3R I8 E#H PEABHEESE

Loan receivables 23 Performing 12-month ECL 127,464 (616) 126,848

B E R E#H PEABHEESE

Loan receivables 23 Doubtful Lifetime ECL (not credit-impaired) 80,632 (8,183) 72,449

JE W B R IR ZHEHEEBR(GEERMNE)

Loan receivables 23  Default Lifetime ECL (credit-impaired) 610 (610) —

B E R N 2HBRBEEBER(GEERRHE)

Contract assets 24 Note a Lifetime ECL 15,589 (790) 14,799

BHEE ffsEa 2HBEHEEER

Amount due from an associate 21 Default Lifetime ECL (credit-impaired) 169,000 (146,661) 22,339

JE U — R B & A B ROB N 2HBRBEEBER(GEERRHE)

Bank balances and cash 26 Performing 12-month ECL 122,081 = 122,081

ROTEBRRAS E#H PEABHEESE

Note a: The Group has applied simplified approach in HKFRS 9 to measure Miza: ASEBRABSMBEHRSERFIFRHE L
the loss allowance at lifetime ECL. HAEREHEREEE R EEHERREE -

Silk Road Energy Services Group Limited
HEEERIREEEFR AR



Notes to the Consolidated Financial Statements

34. FINANCIAL INSTRUMENTS (continuea)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)
Credit risk (Continued)
The Group’s exposure to credit risk (Continued)

The Group's concentration of credit risk by geographical
locations is all in the PRC which accounted for 100% (2020:
100%) of the total trade and bills receivable as at 30 June
2021 respectively.

As at 30 June 2021, the Group has concentration of credit
risk as 36% (2020: 17%) of the total carrying amount of
trade receivables was due from one of the Group's largest
customer while 99% (2020: 93%) 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.

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.

REMBHRERME
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For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

34. FINANCIAL INSTRUMENTS (continuead) 3. EM T A
Financial risk management objectives and policies HERKREEEERBEK(E)
(Continued)
Liquidity risk (Continued) BB % B g ()
Liquidity tables MBE &K
The following tables detail the Group’s remaining contractual TRAFMIBAASEIETESCHBENRT
maturity for its non-derivative financial liabilities. The tables ERFEBR - ZRBEBEASE AN KA &
have been drawn up based on the undiscounted cash flows FHHENeRABERPRERRERTEREA -

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. TREAMEERASHESRE °

More than More than

on demand 1 year but 2 years but Total
or within less than less than undiscounted Carrying
1 year 2 years 5 years cash flows amount
RERZR BB-fF BAWE AR
-£R BORWE BIREE BRERELE REE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THERT TERT TERT THERT TERT
At 30 June 2021 R-B--%XA=1H
Non-derivative financial liabilities ##74 @& &
Trade and other payables BoREMERNTKE 32,784 - - 32,784 32,784
Amount due to a former noteholder — Eff —fIATZEHH AFIE 77,579 - — 77,579 77,386
Total Bt 110,363 - - 110,363 110,170
Lease liabilities HEARE 3,299 2,249 - 5,548 5,308
At 30 June 2020 R-E-_EFXA=1H
Non-derivative financial liabilities #*#74££@ A&
Trade and other payables BH5 K E MR 39,471 = = 39,471 39,471
Promissory notes EREE 123,574 = = 123,574 123,096
Total B 163,045 — — 163,045 162,567
Lease liabilities HEAE 2,994 1,644 1,644 6,282 5,855

Silk Road Energy Services Group Limited
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For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

34. FINANCIAL INSTRUMENTS (continued) 3. €M T A
Fair value measurements recognised in the REEHERRERBRZAFEFNE
consolidated statement of financial position
The following table provides an analysis of financial TREIREREHRERATEFEZ
instruments that are measured at fair value at the end of CRITEEH 2T BASESEHBERR
each reporting period, grouped into Levels 1 to 3 based on BAFEABREEEAEF—ZE=/A -

the degree to which the fair value is observable in accordance
to the Group’s accounting policy.

2021
—E-—F
Level 1 Level 2 Level 3 Total
E—& B F=H BEt
HK$'000 HK$'000 HK$'000 HK$'000
FERT FHET FET FHET
Financial assets at BERRE
FVTPL AFEARZ
EMEE
Listed equity securities ETRAE S 27,329 — — 27,329
2020
—E-TF
Level 1 Level 2 Level 3 Total
EF—H £/ E=, 5T
HK$'000 HK$'000 HK$'000 HK$'000
FE T FB T FAB T FE T
Financial assets at KB R
FVTPL AFEARZ
SREE
Listed equity securities EHRAES 27,038 = = 27,038
There were no transfers between levels of fair value hierarchy MAFERBAEFE SRATFEER 2HIL
in the current and prior years. e o
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For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

34.

188

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
basis are set out below:

4. €@ T BE(#)
REEMEENATEHBESSRMEE>
ATLE
oM TARCEEEEY AP ES B
BEEFEREABEHIWT

Fair value as at
RATERZ AT E

Fair value
Financial instruments hierarchy 2021
$MIA AVEER —EB--F%
HK$'000
TERT
Financial assets at FVTPL Level 1 27,329
BERERRATEARZCHEE E—H

Valuation technique and Significant unobservable

2020 key inputs inputs
HELER EXFTEE
ZZCTF FERAYE BAHE
HK$'000
TET

27,038 Quoted bid prices in active  N/A
market
ERMBMBEANE i A

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.

Silk Road Energy Services Group Limited
HEEERIREEEFR AR
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35.

36.

Notes to the Consolidated Financial Statements
e HRERMNEE

For the year ended 30 June 2021

BE_T-_—FA=THLFE
OTHER COMMITMENTS 35. Hth A& iE
2021 2020
—E-—F BT
HK$'000 HK$'000
FET FET
Capital injection in respect of an investee AE —HEEEERT — 19,728
RELATED PARTY TRANSACTIONS 36. HEEA LR B
(@) Compensation of key management personnel () FEEE ABZH M

The remuneration of the directors of the Company (who
are the key management personnel of the Group) during
the year were as follows:

FR ARFEF(FREETZERA

B)ZHMaT:

2021 2020
—E-—F —E_TF
HK$'000 HK$'000
FET FA& T
Short-term benefits 52 B 1R A 3,608 5,006
Post-employment benefits B R TE F 36 37
3,644 5,043
Annual Report 2021
20214 £



Notes to the Consolidated Financial Statements

e MR

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

37.

@

RECONCILIATION OF LIABILITIES ARISING 37 METHELX 2EEBHIER
FROM FINANCING ACTIVITIES
The table below details changes in the Group's liabilities TRFWASEREEFTHNEECBEES -
arising from financing activities, including both cash and non- PREAERIREEH BMETBHELELZ
cash changes. Liabilities arising from financing activities are BENERESREAARESREBRE
those for which cash flows were, or future cash flows will EHReRERTH S ELAREZHMER
be, classified in the consolidated statement of cash flows as emEZBE-
cash flows from financing activities.
Non-cash change
e k]
Financing Finance Foreign
cash cost  exchange
1/7/2020 flows  Additions incurred movements Reclassification  30/6/2021
—E-%& mE FEEM —E=-f%
tA-A BeHE RE  REREX ERED EFSE ~A=tH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR THR TR THR TR TR THR
Promissory notes AR R (1 528)
(note 28) 123,096 (46,472) - 376 - (77,000) -
Amount due to a A — 1 BT Z 4%
former noteholder A AFRE
(note 28) (Kt 5£28) - (1,773) - 2,159 - 77,000 77,386
Lease liabilities HEaE (FiF18)
(note 18) 5,855 (2,424) 1,035 276 566 - 5,308
128,951 (50,669) 1,035 2,811 566 — 82,694
Non-cash change
FHLED
Financing Finance Foreign
cash cost exchange
1/7/2019 flows incurred movements 30/6/2020
“Z-NE BE FTE £ R —E-TF
+A—H REME A& KA R ANA=TH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THT TET FTEL TEL
Promissory notes (note 28) A5 E 1 (M 5528) 117,267 (1,235) 7,064 — 123,096
Lease liabilities (note 18) & & & (i 518) 8,787 (3,132 409 (209) 5,855
126,054 (4,367) 7,473 (209) 128,951

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

38. PRINCIPAL SUBSIDIARIES

REMBHRERME

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

38. TEMEBATA

Particulars of the company’s principal subsidiaries as at 30

June 2021 are set out as follows:

Place/Country of Paid up issued

A —
N
pi—

NG

E_—FRA=1TH FARARTEWE
HEHIMT

Proportion of

incorporation/ ordinary Proportion of ownership interest voting power held  Principal
Name of subsidiary operations share capital held by the Company by the Company activities
BRAR RAREEREEE RDAEE
WEARER LS HBREBRA EZADH RREIM TEER
Directly Indirectly
[Gh:
2021 2020 2021 2020 2021 2020
ZBZ-F Z3-%F CZBI-f “T-TF ZBI-F “T-TF
% % % % % %
Chemosino International Limited  The BVI Ordinary share US$1 100 100 n/a n/a 100 100 Investment holding
REERRES  LERRER TER TR REZR
Born Nature Investments Limited  The BVI Ordinary share USS1 100 100 n/a n/a 100 100  Investment holding
RRERAREE TARER TER T&ER REER
Golden Brand Investments Hong Kong Ordinary shares HK$10 n/a n/a 100 100 100 100 Investment holding and
Limited money lending
HERERRAR i EER0BT TER TER REZRRME
Great Wall Credit Limited Hong Kong Ordinary shares HK$5,000,000 n/a n/a 100 100 100 100 Money lending
RAGEEARAR £ 14 t5,000,000/8 TEA TER Wi
e RFAEGRDA The PRC Paid-up capital RMB40,000,000 n/a n/a 100 100 100 100 Investment holding
HE B# B2 A R $40,000,0007 TEA TER REER
FERETIR* The PRC Paid-up capital RMB20,000,000 n/a n/a 100 100 100 100 Provision of coal
mining services and
construction services
REREIR HE B # R A R $20,000,0007 TEA TER RUBEBERRREREE
%
KEEBHHERARAR  The PRC Paid-up capital HK$30,000,000 n/a n/a 90 90 90 90 Provision of heating supply
services
e B %R 7830,000,000% 7T TER TER 1R L HRER AR %
Silk Road GAS Investments Hong Kong Ordinary shares HK$1,000 n/a n/a 90 90 90 90  Investment holding
Limited
Bk LER1,000% T TEA TER REER
Everbest Return Limited The BVI Ordinary shares US$10 n/a n/a 100 100 100 100 Investment holding
REEARES  EARI0ET TEA TER REER
Winner Joy Holdings Limited Hong Kong Ordinary share HK$1 n/a n/a 100 100 100 100 Investment holding
i EaRIET TER TER REER
Smart City (Shenzhen) Investment - The PRC Paid-up capital HK$100,000,000 n/a nfa 100 100 100 100 Money lending
Limited*
EER(RINREERAAN HE B %/ 7100,000,000% 7T TER TER Wi
# Being wholly foreign owned enterprises. & RINEBERE -
& Being registered as a limited liability company under the PRC law. 3 BEFBEEAEETLABERETAA
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021

HE=

38.

@

To—FAASTRLEE

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
TEER

Principal place of business
TELE T

38. T EMBERAE (&)

BREXFIIEEEIN IBEEMHMBARIEA
EREMERA -

ERIHARREZTARIEFEAEER
BREERBBZAKEBAR - AT
BEERA HIEMHBARSIRATHE
BIEK -

RBEHR AR EHMHEAREBIL T
EENHEBAR - MEEMINBARAKRE
ERRWEER - LREFE - REBER R
ELFTE - ZEMBARZHBHRALT

Number of subsidiaries
F BB 2 B B B

Investment holding Hong Kong 2 2
K EE K HB
Investment holding The BVI 5 5
REZER EEERRES
Inactive The PRC 1 1
mE ]

8 8

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

38. PRINCIPAL SUBSIDIARIES (continued)

The tables below show details of the subsidiary that have
non-controlling interests material to the Group during the

years ended 30 June 2020 and 2021:

Silk Road GAS Investments Limited and its subsidiary

REMBHRERME

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

. EEWBAR®)

TRIWREBEEZZE_ZTFR T -_—F <A
—tELFEYHASEBEZE 2 A IEZER
2z HB AR :

Silk Road GAS Investments Limited & &
Fff & 2 &

2021 2020
—EZ—F —T-TF

Proportion of effective interests held R ER TR ER
by non-controlling interests ERADL 10% 10%
voting rights held by non-controlling interests 3k 1% A 7 25 By 35 1% = 4% 10% 10%
2021 2020
—EZ—fF —T-THF
HK$'000 HK$'000
FHET T
Loss attributable to non-controlling interests  JF 2= & 4 %5 & 15 /&5 18 (114) (170)
Accumulated non-controlling interests R EERER 66 205

Summarised financial information in respect of the Group's
subsidiary that has non-controlling interests that are material to
the Group is set out below. The summarised financial information
below represents amounts before intra-group eliminations.

HAEEBEZNRAFERRBR AL
BHEAR < HBERBEHIINT - TX
ZHBEMBETETERE AR QR HEY H
Al & F8 e

As at 30 As at 30

June 2021 June 2020

R-ZBZ—F RZZT-ZTHF

~AB=1+H NA=1H

HK$'000 HK$'000

FHET F& T

Non-current assets EmBE E 7,731 7,829
current assets MEE E 6,057 6,998
Current liabilities mE B G (13,127) (12,779)
Equity attributable to owners of the Company 72 &l # & A &1k #£ 25 595 1,843
Non-controlling interests FE 1 IR 2= 66 205

Annual Report 2021
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Notes to the Consolidated Financial Statements
e mERMEE

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

38. PRINCIPAL SUBSIDIARIES (continued) 38. FEHB AT (&)
Silk Road GAS Investments Limited and its subsidiary Silk Road GAS Investments Limited % &
(Continued) M B AT ()
Year ended Year ended
30 June 2021 30 June 2020
BZE HE
—E-—F —E T
A~NA=1H ~A=+8
LEFE IEFE
HK$'000 HK$'000
FHERT TFHT
Revenue Wz 6,576 5,836
Other income E b e A 2,308 2,870
Expenses X (10,023) (10,407)
Loss for the year REEFBE (1,139) (1,701)
Other comprehensive expense for the year AEEEME2HERX (248) (120)
Total comprehensive expense for the year AFEEE2MARS (1,387) (1,821)
Loss for the year attributable to: IATA LB ARFEEIE:
Owners of the Company ARREA A (1,025) (1,531)
Non-controlling interests FE VR AR 2= (114) (170)
(1,139) (1,701)

Total comprehensive expense for the year IATATEEREE

attributable to: FHBHRZ:
Owners of the Company VINNEIE DN (1,248) (1,639)
Non-controlling interests FEVE AR 2= (139) (182)

(1,387) (1,821)

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

For the year ended 30 June 2021
HE-_T-_—FXRA=THLFE

38. PRINCIPAL SUBSIDIARIES (continued) 38. FEHB AT (&)
Silk Road GAS Investments Limited and its subsidiary Silk Road GAS Investments Limited % &
(Continued) M B AT (&)
Year ended Year ended
30 June 2021 30 June 2020
8= HE
—EZ—F —EZEF
~A=1+H NAZ=+H
LEFE IEFE
HK$'000 HK$'000
FHERT FATT
Net cash (outflow) inflow from operating LESEFHIR e CRE),
activities mAE R (610) 365
Net cash outflow from investing activities B EEE IR & F 58 (814) —
Net cash inflow (outflow) from financing MEFBRESAACRL)
activities e 1,145 (101)
Net cash (outflow) inflow B’ On ) m A (279) 264
None of the subsidiaries had issued any debt securities at RAFER  BEZZMBARZITEME
the end of the year. & H o

Annual Report 2021
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Five-year Financial Summary
EFHBHE

A summary of the results and of the assets and liabilities of the AEERBEREGBRFENEEREELARE
Group for the last five financial years is set out below: MEEHINNT

Year ended 30 June
BEANA=+HLEE

2021 2020 2019 2018 2017
—E--F ZZTTF ZT-NF ZF-N\F ZFT—LF
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000

FTHET TR TR TR TR

RESULTS E
Revenue g 2= 130,937 265,349 316,760 298,164 379,293
Loss for the year ZN/NEIE X =N

attributable to owners  AF[E E1E

of the Company (29,871) (101,204) (29,989) (75,721) (140,228)
ASSETS AND EEHAE

LIABILITIES
Total assets BEE 498,919 545,434 686,349 755,403 823,747
Total liabilities FEN=E 133,088 178,887 204,231 223,011 245,146
Net assets BEFE 365,831 366,547 482,118 532,392 578,601

Silk Road Energy Services Group Limited
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