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Five Years Financial Summary

T EHBERE

A summary of the published results and assets, liabilities and
total equity of the Group for the last five financial years, as
extracted from the Group’s audited financial statements, is set
out below:

(A) RESULTS 2 4%

ATRAEEBERAMBFRE 2 A
XE BEE RAEMEAEDEERE T
MEEAEE 2 EEZMBEEHRE

Year ended 31 December

BEEZEt-RA=t—-HLEE

2016 2015 2014 2013 2012
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
—EB-NF ZT-0F ZF-0NF ZT-=F ZF-=F
FTAET FET FAET FET FAET
Revenue Yz
- Continuing operations* —#HEKLEE* 718,879 721,810 481,571 322,896 188,702
- Discontinued — BRI ER
operation** - - - - 361
Loss before income tax from [ Ff 15 8 B 5 48 48 4
continuing operations FHEE (264,330) (385,109)  (377,592) (343,589)  (383,915)
Income tax credit/(expense) FT5HiIK %~
(FAx) 3,304 14,777 3,925 (3,922) 1,377
Loss after tax from BB IFELE
continuing operations ¥BEE (261,026) (370,332) (373,667) (347,511) (382,538)
Profit from discontinued B4 IF 55
operations - - - - 5,204
Loss attributable to non-  JE% B& #E 25 FE A
controlling interests [&18 24,831 35,015 26,335 24,056 33,085
Loss attributable to the KAREEB AE(L
owners of the Company 718 (236,195) (335,317) (347,332) (323,455)  (344,249)

* Continuing operations for the years ended 31
December 2016, 2015 and 2014 represented
the production and sale of coal and trading of
purchased coal (2013 and 2012: the production and
sale of coal).

**  Discontinued operations for the year ended 31
December 2012 represented coalbed methane
related business.
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Five Years Financial Summary

TEHBERE

(B) ASSETS, LIABILITIES AND TOTAL EQUITY EE BEERRARZHEE

As at 31 December

Rt+=ZA=+-—H
2016 2015 2014 2013 2012
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
SE-AF T RF-F-MF ZT-=F ZF--F
TERT FAET FAET FET TAET

Non-current assets ERBEE 680,166 902,177 1,266,545 1,400,060 1,375,767
Current assets mENEE 1,243,954 1,466,044 1,140,579 1,234,757 1,969,701
Total assets BEE 1,924,120 2,368,221 2,407,124 2,634,817 3,345,468
Current liabilities mEEE 1,731,112 1,887,862 1,513,545 1,396,475 1,660,043
Non-current liabilities ERBAE 92,593 102,531 118,201 73,097 203,314
Total liabilities B s 1,823,705 1,990,393 1,631,746 1,469,572 1,863,357
Total equity A= RE 100,415 377,828 775,378 1,165,245 1,482,111
— attributable to the B WYNGIE YN
owners of the Company fEfh 152,044 403,125 763,188 1,124,706 1,425,177
- Non-controlling interests ~ — FEE AR #E 5 (51,629) (25,297) 12,190 40,539 56,934

BMESFERERAT 2016FFiR 5




V/// A

Chairman’s Statement

TRE®/E

| am pleased to present on behalf of the board (the “Board”)
of directors (the “Directors”) to the shareholders, the report
on the results on Rosan Resources Holdings Limited (the
“Company”) and its subsidiaries (together referred to as the
“Group”) for the year ended 31 December 2016 (the “Year”).

MARKET AND BUSINESS REVIEW

Year 2016 was an important year for most of coal mining
companies of the People’s Republic of China (the "PRC").
During the year 2016, the supply-side reform for the coal
industry carried out in the past few years has obviously
achieved. The excess production capacities and stock of coal
within the mainland China have been soothed hence the
imbalance of demand and supply for coal has been improved.
Therefore, the market price of the coal has reached the lowest
during the down-trend in past few years and got a turnaround
point during the year 2016. Nevertheless, coal mining
companies are still facing different extent of pressure in view
of the overcapacity accumulated in the past and the general
increase in production cost.

Although the coal mining industry is still facing different
challenges, the revenue recorded by the Group was
relatively stable. For the Year, the Group recorded revenue
of approximately HK$718.9 million, which was similar to
the revenue recorded for the year ended 31 December 2015
(the “Last Year”) (i.e. approximately HK$721.8 million). The
average selling price of coal has increased from approximately
RMB301.1 per ton for the Last Year to approximately
RMB324.5 per ton for the Year. The Group’s gross loss has
improved from approximately HK$125.5 million for the Last
Year to approximately HK$86.2 million for the Year.

With the market price of coal has been improved during the
Year, the amount of impairment loss calculated from the
impairment assessment on non-financial assets of the cash
generating unit has been reduced (the Year: approximately
HK$125.0 million, the Last Year: approximately HK$230.3
million). The decrease in impairment loss was the major reason
caused the reduction of net loss of the Group for the Year
(the Year: approximately HK$261.0 million, the Last Year:
approximately HK$370.3 million).

The GDP of China for the year 2016 was 6.7%. Although it
reached the new low amongst the past 26 years, it is expected
that the trend of downturn has become stabilized. Under the
current economic environment, the coal industry has sufficient
time to overcome the overcapacity of coal resources and re-
consolidate the coal reserves with their own resources and/or
other coal mines so as to utilize the coal resources in a more
effective manner.

Rosan Resources Holdings Limited Annual Report 2016
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Given the coal energy is stable in nature, coal continues
to be an essential resource to provide energy support for
the economic growth of the PRC. It is found that the coal
price has been rebounded gradually under the successful
implementation of the PRC government’s control policies on
coal industry. Together with the improvement and optimization
of the efficiencies of coal production and reduction in
operating costs, it may give positive support to the Group's
coal mining and trading business in the future.

Suspension of coal mines

Reference is made to the announcement of the Company
dated 10 January 2017 in relation to the suspension of coal
mines. The suspension was due to a gas outburst that occurred
in a coal mine of Denfeng City, Zhengzhou, the PRC. The
relevant government authority has requested that all the coal
mines within the Dengfeng City (including all the Group’s coal
mines) to be suspended in production and operation.

Up to the date of this report, all the coal mines of the Group
are still in suspension.

PROSPECT

The coal industry in China is facing both opportunities and
challenges. In the coming year, it is expected that both the
global economy and the economy of China are still full of
uncertainties. As industrialization and urbanization progresses,
China sees the continued growth in its energy demand and
coal-fired power will continue to be the mainstream offering
in the territory. The Group anticipated that in year 2017, the
Group will achieve a relatively stable coal production and
trading business. The Group will continue to focus on the
operating efficiency and cost control of the Company’s coal
mines.

Looking ahead, the PRC government will continue to promote
the supply-side structural reform and resolve the excess
capacity of the coal in the industry. The implementation
of such efforts is expected to alleviate the pressure of coal
industry. The Group will also continue to review the strategic
directions and maintain its operational steadiness for curbing
the loss and alleviating operational pressure with a view to
enhance its future development.
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TRE®/E
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Dong Cunling
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

The Group’s total revenue for the Year amounted to
approximately HK$718.9 million, representing a decrease of
approximately 0.4% from approximately HK$721.8 million for
the Last Year. The decrease in revenue was primarily due to
the decrease in sales from coal production during the Year.
During the Year, the total sales volume of coal has reached
to approximately 1,896,000 tons which was less than the
sales volume of the Last Year (approximately 1,929,000 tons)
by approximately 1.7%, in which, approximately 1,569,000
tons or approximately 82.8% (the Last Year: approximately
1,316,000 tons or approximately 68.2%) and approximately
326,000 tons or approximately 17.2% (the Last Year:
approximately 613,000 tons or approximately 31.8%) were
contributed by coal trading business and sales from coal
production respectively.

Coal prices in the PRC were fluctuating during the first half
year of 2016, indicating relatively low production volume
and low selling price of coal sold by the Group. However, the
market coal price in the PRC started to increase from the third
quarter of 2016, and jumped to RMB393.2 per ton in the
fourth quarter of 2016. The average selling price of coal of the
Group has increased from approximately RMB301.1 per ton for
the Last Year to approximately RMB324.5 per ton for the Year.
The slightly decrease in total revenue was mainly due to the
decrease in sales volume, although it was partially offset by the
fluctuating coal prices.

Cost of Sales and Gross Loss

The cost of sales and gross loss for the Year were
approximately HK$805.1 million (the Last Year: approximately
HK$847.3 million) and approximately HK$86.2 million (the
Last Year: approximately HK$125.5 million) respectively. The
decrease in gross loss was mainly due to the improvement in
average selling price and the effective cost control. During
the Year, the Group had enhanced its cost control strategy
and utilized the assets to lower the unit cost of coal mine to
support its operation during the unfavorable market condition.
Therefore, the cost of sales was comparatively low and the
gross loss has been improved consequently.

EEENWKR DM

Bt %% [B] E8

W &5
AREEBRAFEZRFZLENDA
718,900,000 0 & — FE 4

721,800,000/ JT A > £90.4% ° U 25 6k 4
FTERARNEREAEHEERL RA

FE Wik z2BHEEL,896,0000
BE—FEZ#HE (41,929,000 ) 1K 49

1.7% » H - 491,569,000 5% 4782.8%
(E—%E: 41,316,000 s £968.2% )

N #)326,000M8 80 #917.2% ( F —FE : 4

613,000M85% 4131.8% ) D RIRE KK E S

EBRREREEHE -
“E-RFLE¥FRERKEHEIE R
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R o AN [E - RS E hnos K AN 2 5l 3R
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Management Discussion and Analysis

EEENWR DM

The gross loss margin was decreased from approximately
17.4% for the Last Year to approximately 12.0% for the Year.
During the Year, the average selling price per ton of the coal
produced by the Group was greater than that in the Last Year
(The Year: approximately RMB283.9 per ton, the Last Year:
approximately RMB205.8 per ton). The decrease in gross loss
margin was mainly due to the increase in average selling
price in the second half of year 2016 and the continuous cost
effective management. The increase in average selling price
was associated with the continuing growth of coal demand
in the PRC. The coal industry in the PRC has achieved a
sustainable growth since the third quarter of 2016. As such,
the gross loss and gross loss margin for the Year were less than
that for the Last Year.

Net Loss Attributable to the Owners of the Company

The net loss attributable to the owners of the Company for
the Year was approximately HK$236.2 million, representing a
decrease of approximately 29.6% as compared with the Last
Year of approximately HK$335.3 million. The reason for the
decrease in net loss attributable to the owners of the Company
was mainly due to the decrease in impairment loss on certain
assets during the impairment assessment as compared to the
Last Year.

Though the coal market in the PRC was gradually rebounded
since the third quarter of 2016, the shifting consumption
patterns of alternative energy and the higher requirement on
coal mines safety and environmental protection may lead to
unpredicted market trends and high operating costs. Given the
lower sales volume of coal in the tough market conditions and
the relatively low market coal price in the PRC in the first half
of 2016, and taking consideration of the recent coal industry
trends and the macro environment, the recoverable amount of
the cash-generating unit is less than its carrying amount, the
Group made an impairment loss of approximately HK$60.8
million (the Last Year: approximately HK$120.0 million) and
approximately HK$64.3 million (the Last Year: approximately
HK$110.3 million) on the property, plant and equipment and
the mining rights respectively.
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Management Discussion and Analysis

Administrative Expenses

During the Year, the total administrative expenses amounted
to approximately HK$44.6 million (the Last Year: approximately
HK$61.9 million) which mainly comprised of: (i) employee
benefit expenses of approximately HK$17.4 million (the
Last Year: approximately HK$27.3 million), (ii) amortisation
of mining rights and other intangible assets amounted to
approximately HK$6.4 million (the Last Year: approximately
HK$9.1 million), and (iii) depreciation of property, plant and
equipment amounted to approximately HK$2.7 million (the
Last Year: approximately HK$4.4 million). The decrease in total
administrative expenses was mainly because of continuous cost
control measurements carried out by the Group in different
areas during the Year.

Finance Costs

The finance costs decreased by approximately 18.2%
from approximately HK$48.5 million for the Last Year to
approximately HK$39.7 million for the Year. The decrease
in the finance costs was mainly due to the decrease in the
average amount of bank borrowings during the Year.

Accounts and Bills Receivables

As at 31 December 2016 (the “Current Year End”), the
accounts and bills receivables amounted to approximately
HK$176.7 million, representing an decrease of approximately
4.7% as compared to the accounts and bills receivables as at
31 December 2015 (the “Last Year End”) of approximately
HK$185.4 million. The decrease was mainly because the
management monitors the economic environment and
the financial ability of new customer on an ongoing basis;
meanwhile, the customers of the Group have slightly
accelerated the repayment period.

Amongst the total amount of accounts receivable (excluding
the bills receivable) as at the Current Year End, Henan Zhongfu
Dianli Company Limited* (“Zhongfu”) Gl @R FEHER A
A]) was the largest debtor who has contributed approximately
HK$131.2 million (equivalent to approximately RMB117.6
million) or approximately 75.4% of the total accounts
receivable amount. The entire outstanding amount of the
accounts receivable from Zhongfu was not past due. The Board
therefore concluded that no impairment is needed to be made
on the outstanding amounts due from Zhongfu.

*  For identification only

EEENWKR DM
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Management Discussion and Analysis

EEENWR DM

Accounts and Bills Payables

Bills payable as at the Current Year End amounted to
approximately HK$701.7 million (the Last Year End:
approximately HK$772.9 million) which contributed
approximately 95.8% (the Last Year End: approximately
96.6%) of the total amount of accounts and bills payables as
at the Current Year End, i.e. approximately HK$732.8 million
(the Last Year End: approximately HK$799.8 million). In order
to enhance the operational cash flow and liquidity, relatively
higher proportion of bills were issued for settlement. The
bills payable as at the Current Year End has decreased by
approximately HK$71.2 million or approximately 9.2%.

Other Payables and Accruals

The total amount of other payables and accruals have been
decreased by approximately 7.3% from approximately
HK$469.2 million as at the Last Year End to approximately
HK$434.9 million as at the Current Year End. As at the
Current Year End, the other payables were mainly comprised
of provision for PRC retirement benefit scheme contributions
amounted to approximately HK$170.5 million (the Last
Year End: approximately HK$199.4 million), accrued coal
mines related removal and relocation expenses amounted
to approximately HK$56.0 million (the Last Year End:
approximately HK$66.7 million), receipt in advance amounted
to approximately HK$22.7 million (the Last Year End:
approximately HK$10.9 million), accrued salaries, wages
and other employee benefits amounted to approximately
HK$25.1 million (the Last Year End: approximately HK$40.2
million), and advance from a director of the Company
amounting to approximately HK$8.0 million (the Last Year End:
approximately HK$1.4 million). Advance from a director of
the Company was unsecured, interest-free and repayable on
demand.

Rosan Resources Holdings Limited Annual Report 2016
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EEENWKR DM

ESTIMATED COAL RESOURCES OF THE COAL

MINES OF THE GROUP

The following table summarized the estimated coal resources
of the coal mines of the Group as at 31 December 2016 and

REBREE 2z HTRERER

TRBAREENRBEBR —F—
E-RAF+ A=t HOEFRKE

NERZ

2015: Vil
As at As at
31 December 31 December
2016 2015
mt mt
RZE—XRFE RZZT—HHF
+=A +=A
=+—8H =+—A
R 1 ER=-yi
Coal mines owned by the Group AEEHARNER
(i) Xiaohe Coal Mine No.1 () /]NoA —HE 6.9 7.0
(i) Xiaohe Coal Mine No.2 (i) /A — 1R 1.5 1.5
(iii) Xiaohe Coal Mine No.3 (i) /N =1E 1.7 1.7
(iv) Xiangyang Coal Mine (iv) 71 b5 B 1R 14.5 14.8
(v) Xingyun Coal Mine (v) BB IR 3.4 3.6
28.0 28.6
Notes: B &F

(M

Major assumptions adopted for the annual updates on the
above estimated coal resources were:

(@)

(ii)

(iii)

Original coal resources of each coal mine were made
reference to the relevant coal resources reports and/or coal
mine information available to the Group at the time of
acquisition of the respective coal mines;

Annual updates on the estimated coal resources for each

Pl E R E R EETTFE B R
AZEIEZRRR

()

(ii)

ERBRERERETZERRE
IRE W E & RS RN A
SEABEZER:

REERERBEZEFRRERE

coal mine as at Current Year End were calculated as FEEH IR TIXEE:

follow:

(Estimated coal resources as at the Last Year End) — (Actual (tEEXRGHERERS) —
coal production volume for the Year); (ERNEBRERES)

There was no material structural change within the coal
mines that will cause the significant deviation between the
actual coal resources and the above annual updates.

There was no material change of the above assumptions as
compared with the previous year.

(iii)

RBETELREAEBLEEDSY
HERERERE AR RBE L F
EEHEH

EERE - EE R R E LAY

e e
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Management Discussion and Analysis

EEENWR DM

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

As at the Current Year End, the net asset value of the Group
was approximately HK$100.4 million (as at the Last Year End:
approximately HK$377.8 million) and the total cash and bank
balance (including pledged bank deposit) was approximately
HK$701.7 million (as at the Last Year End: approximately
HK$1,119.0 million). As at the Current Year End, the Group
had net current liabilities of approximately HK$487.2 million
(as at the Last Year End: approximately HK$421.8 million) and
its current ratio decreased from 0.78 times as at the Last Year
End to 0.72 times as at the Current Year End. The Group’s
working capital was mainly financed by internal cash flow
generated from its operation and the banking facilities granted
by financial institutions.

As at the Current Year End, the Group’s accounts
receivable, net of any provision for impairment amounted
to approximately HK$174.1 million (as at the Last Year
End: approximately HK$179.4 million) and certain accounts
receivable were pledged to secure bank loans of the Group.
Subsequent to 31 December 2016, accounts receivable
amounted to approximately HK$103.9 million has been
settled.

As at the Current Year End, bank deposits amounted to
approximately HK$523.6 million (as at the Last Year End:
approximately HK$577.8 million) were pledged and not
available for the operation or repayment of debts of the
Group. Cash and cash equivalents which were not pledged
amounted to approximately HK$178.1 million (as at the Last
Year End: approximately HK$541.2 million).

As at the Current Year End, the Group has bank loans
amounting to approximately HK$473.2 million (as at the Last
Year End: approximately HK$525.0 million). The bank loans
bear interest at fixed rates ranging from 2.90% to 13.10% per
annum (as at the Last Year End: at fixed rates ranging from
4.04% to 10.92% per annum).
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As at the Current Year End, approximately HK$597.3 million
(as at the Last Year End: approximately HK$661.3 million) of
the Group’s bills payable were secured by the Group’s pledged
time deposits, in which approximately HK$50.2 million (as
at the Last Year End: approximately HK$59.7 million) were
guaranteed by certain independent third parties whereas
approximately HK$67.0 million (as at the Last Year End:
approximately HK$71.6 million) were jointly guaranteed by a
shareholder of the Company and certain independent third
parties. Also, approximately HK$104.4 million (as at the Last
Year End: approximately HK$111.6 million) of the Group’s bills
payable were guaranteed solely by certain independent third
parties without pledging of time deposits as at the Current
Year End.

The Group’s gearing ratio (as a ratio calculated by (a) the sum
of bank loans and amount due to an associate; divided by (b)
the net assets of the Group) was 563.5% (as at the Last Year
End: 165.2%).

CORPORATE SOCIAL RESPONSIBILITY

To enhance the business social responsibility and to improve
its result, the Group has always been dedicated to fulfilling its
social responsibility. In deciding the appropriate policies, the
Group takes into consideration the impact on the environment,
the community and its employees. The Group has objective
to achieve the balance between economic benefit and the
environmental protection, as well as sustainable development
for the entire community.

The Group will inform its employees about the environmental
protection information that they can utilize in their working
environment. It is a wish that with a concept to be developed
amongst the employees, the Group and the employees as a
whole can contribute in environment protection.

In addition to the normal remuneration packages entitled
to the employees, the Group has provided them with other
benefits, such as medical subsidies and insurance, etc., for
the purpose of giving them job security. This has cultivated
stronger sense of belonging to the Group for its employees
and created a working environment of high spirit.

EEENWKR DM
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Management Discussion and Analysis

EEENWR DM

CAPITAL COMMITMENTS

As at 31 December 2016, the Group did not have any capital
commitments.

DIVIDEND

The Board does not recommend the payment of any final
dividend in respect of the Year.

SAFETY PRODUCTION AND ENVIRONMENT
PROTECTION

The Group has always paid great attention to production
safety and environmental protection while achieving growth
in coal production. Thus, the Group makes great efforts in
promoting safety management and strengthening measures
for environmental protection, aiming at building itself into a
safety-oriented and environmentally-friendly enterprise.

RISK MANAGEMENT AND INTERNAL
CONTROL SYSTEMS

The Board recognises its responsibility to ensure the Company
maintains a sound and effective risk management and internal
control system. The Group’s internal control system is designed
and established to ensure that assets are safeqguarded against
improper use or disposal, relevant rules and regulations
are adhered to and complied with, reliable financial and
accounting records are maintained in accordance with relevant
accounting standards and regulatory reporting requirements,
and key risks that may impact on the Group's performance are
appropriately identified and managed. Review of the Group’s
internal controls covering major financial, operational and
compliance controls, as well as risk management functions.
The internal control system can only provide reasonable and
not absolute assurance against material misstatement or loss,
as they are designed to manage, rather than eliminate the risk
of failure to achieve business objectives.
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The Group’s risk management framework includes risk
identification, risk assessment, risk treatment and monitoring
and reviewing of the effectiveness of the measures. This
risk management framework is guided by the three-tier risk
management approach. At the first line of defense, business
units are responsible for identifying, assessing and monitoring
risks associated with each business or deal. The management,
as the second line of defense, defines rule sets and models,
provides technical support, develops new systems and oversees
portfolio management. It ensures that risks are within the
acceptable range and that the first line of defense is effective.
As the final line of defense, the audit committee of the
Company, with the professional advices and opinions from the
external professional consultant by whom internal audit work
of the Group was conducted on annual basis, ensures that the
first and second lines of defense are effective through constant
inspection and monitoring.
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Profile of Directors and Senior Management
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EXECUTIVE DIRECTORS

Mr. Dong Cunling, aged 55, has been the executive director
of the Company and chairman of the Board since December
2011 and March 2012. He holds a professional diploma in
Chinese Language of Henan University, the PRC. Mr. Dong was
a college teacher in Dengfeng Municipal of Henan Province,
the PRC. Mr. Dong joined Henan Jinfeng Coal Industrial Group
Company Limited (“Jinfeng”), i.e. a subsidiary of the Company,
since 2003. He held several positions in Jinfeng and he is
currently a director of Jinfeng. He has extensive experience in
the management of coal mines.

Mr. Chen Xu, aged 49, has been the executive director of the
Company since September 2013. Mr. Chen graduated with
master degree of laws from Peking University Law School. He
has obtained extensive management experience from different
enterprises, including Japanese based company, stated-
owned enterprise in China and multinational companies. He
has involved in negotiations for several important overseas
investment projects and trading agreements. He has obtained
the relevant qualification as a legal consultant and he
specialises in international trading, energy and economic
analysis. He also holds the position of the PRC Legal Officer of
the Company.

Mr. Wu Jiahong, aged 50, has been the executive director of
the Company since 2006. He holds a Bachelor of Art diploma
from the Beijing Foreign Studies University of Beijing, the
PRC and a Master of Business Administration degree from
the Georgetown University in the United States. He has over
22 years of experience in corporate finance and strategic
management. He is responsible for the management and
financial operation of the Group. Mr. Wu was an independent
non-executive director (resigned in May 2015) of Shun Cheong
Holdings Limited (currently named as IDG Energy Investment
Group Limited, a company listed on Hong Kong Stock
Exchange).

Mr. Yang Hua, aged 39, has been the executive director
of the Company since June 2010. Mr. Yang also served as
deputy chairman and chief executive officer of the Company
since April 2012. He graduated with Master of Business
Administration from the Business School of National University
of Singapore and with a Bachelor of Art from Beijing Foreign
Studies University. After graduation from the university in
Beijing, he has joined a state-owned enterprise and involved
in energy trading, economic environment analysis on global
energy market and risk control. He has also acted as a trader
in PRC for international commodities futures contracts and
derivative products. Mr. Yang has extensive experience in
financial market and risk management.

Rosan Resources Holdings Limited Annual Report 2016
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Mr. Zhou Guangwen, aged 48, has been the executive
director of the Company since February 2012. He graduated
with Doctor of Philosophy from Peking University of the
PRC. Mr. Zhou has extensive working experience as a senior
management in certain local bank and security company
in the PRC. He is currently the president of Ginkgo Capital
Management Co., Limited which specialises in asset
management and securities investment. Mr. Zhou is one of
the first batch of the people in the PRC to engage in securities
industry.

NON-EXECUTIVE DIRECTOR

Mr. Li Chunyan, aged 53, has been the non-executive
director of the Company since December 2011. He is currently
a registered lawyer at Henan Shi Ji Tong Law Firm (&gt
4IREREMAT) in the PRC and is also a certified public
accountant, certified public valuer and certified tax agent
in the PRC. Mr. Li has acted as a legal adviser to the Henan
Provincial People’s Hospital, the Henan TV Station and certain
listed companies in the PRC. Mr. Li was an independent non-
executive director in three PRC listed companies during the
period from 2002 to 2008. He is currently an independent
non- executive director (appointed in 2014) of Zhengzhou
Yutong Group Co., Ltd which listed on the Shanghai Stock
Exchange of the PRC. Mr. Li is also an independent non-
executive director of Zhongyu Gas Holdings Limited since
October 2010, which is listed on the main board of the Stock
Exchange. He was an independent non-executive director
(resigned in 2014) of Henan Pinggce Electric Co,. Ltd. which is
listed on Shanghai Stock Exchange.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Chen Renbao, aged 54, has been the independent non-
executive director of the Company since December 2011.
He received his Bachelor of Arts in Economics from Anhui
University, the PRC, in 1985. After graduated from Anhui
University, Dr. Chen received his Master of Arts in Demography
in 1989, Ph.D. in insurance and Ph.D. in Demography from
the University of Pennsylvania, the United States, in 1993. Dr.
Chen acted as a director of US Keywise Capital Management
and consultant for the NUS Endowment Fund. He was an
independent non-executive director (resigned in 2013) of
Guangdong Midea Electric Appliances Co., Ltd which is listed
in Shenzhen Stock Exchange of the PRC. He currently acts
as a consultant in a number of PRC and overseas companies
to provide financial and risk management consultation and
training services to those companies.
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Mr. Jiang Xiaohui, aged 50, has been the independent
non-executive director of the Company since July 2014. He
graduated with bachelor degree of laws from Southwest
University of Political Science and Law in China. He has been
engaged in the legal profession since 1990 and he is currently
an associate professor of Law in Henan University of Economics
and Law. He has served as legal counsel for several state-
owned banks in China as well as some well-known enterprises
located in Henan Province. Mr. Jiang has also involved in
the legal education and research in relation to the areas of
economic, civil and commercial. He has also participated in
economic and civil litigations for over 18 years.

Mr. Ma Yueyong, aged 52, has been the independent non-
executive director since December 2011. He holds a Bachelor
Degree in Accounting from Zhongnan University of Economics
and Law (formerly known as Zhongnan University of Finance
and Economics), the PRC. He has also achieved postgraduate
qualification in Accounting from Shanghai University of
Finance and Economics, the PRC. Mr. Ma was appointed as an
executive director and an independent non-executive director
in three PRC listed companies during the period from 1998
to 2004. Mr. Ma was an independent non-executive director
(resigned in 2014) of Henan Linzhou Heavy Machinery Co.,
Ltd. which is listed on Shenzhen Stock Exchange of the PRC.
He is a certified public accountant in Reanda Certified Public
Accountant Co., Ltd. Henan Branch in the PRC since April
2011. Mr. Ma is a financial controller of Zhengzhou New
Dafang Heavy Industry Science & Technology Co., Ltd since
January 2013.

SENIOR MANAGEMENT

Mr. LI Chun On, aged 43, joined the Group in September
2006 and is currently a company secretary, chief financial
officer and an authorised representative of the Company. He
graduated with bachelor degree in accounting from the Hong
Kong Polytechnic University. Mr. Li has more than 20 years of
experience in accounting and corporate financial management.
Mr. Li is an associate member of the Hong Kong Institute
of Certified Public Accountants, and a fellow member of
The Association of Chartered Certified Accountants, United
Kingdom.
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Corporate Governance Report

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

During the year ended 31 December 2016, the Company has
complied with the code provisions as set out in the Corporate
Governance Code (the “CG Code”) contained in Appendix 14
of the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), except for the deviation as set
out below.

Code provision A.4.1 of the CG Code provides that non-
executive directors should be appointed for a specific
term, subject to re-election. The non-executive director
and independent non-executive directors (“INEDs”) of the
Company do not have a specific term of appointment, but are
subject to rotation in accordance with bye-law 111 of the Bye-
laws of the Company. As the non-executive director and INEDs
of the Company are subject to rotation in accordance with the
Bye-laws of the Company, the Board considers that the non-
executive director and INEDs of the Company so appointed
with no specific term will not impair the quality of corporate
governance of the Company as required by the principle of
good governance laid down in A.4 of the CG Code.

Code provision A.6.7 of the CG Code requires that the
independent non-executive directors and the non-executive
directors should attend general meetings. However, the non-
executive director of the Company, Mr. Li Chunyan and the
independent non-executive director of the Company, Mr.
Ma Yueyong was unable to attend the 2016 annual general
meeting of the Company held in Hong Kong on 30 May 2016
due to other business engagement.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model
Code”) set out in Appendix 10 of the Listing Rules as the
code of conduct regarding securities transactions by directors.
Having made specific enquiry, all Directors have fully complied
with the required standards set out in the Model Code
throughout the Year.
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Corporate Governance Report
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BOARD OF DIRECTORS

As at the date of this report, the Board comprises nine
Directors and its composition is set out as follows:

Executive Directors

Mr. Dong Cunling (Chairman)

Mr. Yang Hua (Chief Executive Officer)
Mr. Chen Xu

Mr. Wu Jiahong

Mr. Zhou Guangwen

Non-Executive Director
Mr. Li Chunyan

INEDs

Dr. Chen Renbao
Mr. Ma Yueyong
Mr. Jiang Xiaohui

The brief biographical details of the Directors and the
relationship among them are set out in the section headed
“Profile of Directors and Senior Management” in the 2016
annual report of the Company, of which this report forms part.

RESPONSIBILITY OF BOARD AND
MANAGEMENT

The Board determines the overall strategies, monitors and
controls operating and financial performance and sets
appropriate policies to manage risks in pursuit of the Group’s
strategic objectives. Matters reserved for the Board are those
affecting the Group’s overall strategic policies, finances and
shareholders including financial statements, dividend policies,
significant changes in accounting policy, material contracts
and major investment. Day-to-day management of the Group’s
businesses is delegated to the executive Directors or senior
management. The Board reviews the delegation of power
and functions from time to time to ensure effectiveness and
appropriateness.
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ATTENDANCE OF THE BOARD AND BOARD HEESERZEEERRH
COMMITTEEES
The Board meets regularly during the Year and the Directors EEeRNFAFTHETEELZESENR
have made active contribution to the affairs of the Group. The NEBZEHBIELEGER . NREBETRD
following table shows the attendance of all the Directors at the BEEEANEHE-_E—REt+-_A=1t—H
meetings held during the year ended 31 December 2016: HTFEALEEZNIER:
Attendance/Number of Meetings
HEE/ERAY
Audit Remuneration  Nomination General
Directors Board Committee Committee Committee Meeting
Bz Ex® ENRZEE §MZEEE REZEE BREAE
Executive Directors HITES
Mr. Dong Cunling ERREE 4/4 17
Mr. Chen Xu e 1/4 0/
Mr. Wu Jiahong RRL LA 3/4 0/1
Mr. Yang Hua BELE 3/4 01
Mr. Zhou Guangwen AR &% 2/4 0/1
Non-Executive Director FRITES
Mr. Li Chunyan FEERE 3/4 0/1
INEDs BUFNITES
Dr. Chen Renbao RLEEREL 4/4 212 " " il
Mr. Ma Yueyong SRELE 4/4 22 1/1 17 0/1
Mr. Jiang Xiaohui BEELs 1/4 12 0/1 01 1
CHAIRMAN AND CHIEF EXECUTIVE OFFICER TERITHEASR

The positions and roles of Chairman of the Board and Chief
Executive Officer of the Company are held and performed
separately by two individuals to ensure their respective
independence, accountability and responsibility. The Chairman,
being Mr. Dong Cunling is responsible for corporate planning
and market development. The Chief Executive Officer, being
Mr. Yang Hua, who performs the functions of chief executive
of the Group, is responsible for the day-to-day management of
the Group.

ERG IR ENRRITHRAAE A B KB
BEEMAALTDRIEETRET ANRK
FExEMBELE WEEMEEE-TRE
FRETABEGERELTZER -1TH
BEBELLENTASEITRASBE
BEAKENHEEERE-
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INEDS

One-third of the members of the Board consist of INEDs and at
least one of whom has appropriate professional qualifications
or accounting or related financial management expertise. The
Company has received from each independent non-executive
director of the Company an annual confirmation of his
independence for the year ended 31 December 2016 pursuant
to Rule 3.13 of the Listing Rules and the Company considers all
INEDs to be independent during the Year.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Pursuant to code provision A.4.1 of the CG Code, non-
executive directors should be appointed for a specific term
and subject to re-election. The non-executive Directors are not
appointed for specific terms but they are subject to retirement
by rotation and re-election at the annual general meetings
("AGM") of the Company. Pursuant to bye-law 111 of the
Bye-laws of the Company, each director of the Company shall
be subject to retirement by rotation at least once every three
years. The Board considers that the non-executive Directors so
appointed with no specific term will not impair the quality of
corporate governance of the Group required by the principle of
good governance laid down in A.4 of the CG Code.

The procedures for Shareholders to propose a person for election
as a director of the Company are available and accessible on the
Company’s website at http://www.irasia.com/listco/hk/rrhl.

BOARD DIVERSITY POLICY

During the Year, the Board has adopted a board diversity policy
(the “Board Diversity Policy”) which sets out the approach
to achieve diversity on the Board. The Company recognises
that increasing diversity at the Board level will support
the attainment of the Company's strategic objectives and
sustainable development.

The Company seeks to achieve board diversity through the
consideration of a number of factors, including but not
limited to gender, age, cultural and educational background,
professional experience, skills, knowledge and length of
service. The ultimate decision will be based on merit and
contribution that the selected candidates will bring to the
Board.
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The nomination committee will give consideration to the Board
Diversity Policy when identifying suitably qualified candidates,
to become members of the Board.

REMUNERATION COMMITTEE

The Company established a remuneration committee (the
“Remuneration Committee”) with written terms of
reference in compliance with the CG Code. The Remuneration
Committee comprises three INEDs, namely Dr. Chen Renbao
(as chairman), Mr. Jiang Xiaohui and Mr. Ma Yueyong as at
the date of this report. During the Year, the Remuneration
Committee held one meeting. The attendance record of the
committee is set out in the table on page 23 of the annual
report.

The principal role and functions of the Remuneration
Committee are to review the remuneration packages of
individual executive Directors and key executives, including
salaries, bonuses, benefits in kind and the terms on which they
participate in any share options and other plans considering
factors such as salaries paid by comparable companies, time
commitment and responsibilities of the Directors and key
executives, employment conditions elsewhere in the Group and
desirability of performance-based remuneration and making
recommendations to the Board from time to time.

NOMINATION COMMITTEE

The Company established a nomination committee (the
“Nomination Committee”) with terms of reference in
compliance with the CG Code. The Nomination Committee
comprises three INEDs, namely Dr. Chen Renbao, Mr. Jiang
Xiaohui and Mr. Ma Yueyong (as chairman) as at the date of
this report. During the Year, the Nomination Committee held
one meeting. The attendance record of the committee is set
out in the table on page 23 of the annual report.
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The main duties of the Nomination Committee are to review
the structure, size and composition (including the skills,
knowledge and experience) of the Board on a regular basis
and to identify individuals suitably qualified to become
board members. It is also responsible for assessing the
independence of INEDs and making recommendations to
the Board on relevant matters relating to the appointment
or reappointment of director and succession planning for
Directors. The Nomination Committee reviewed the board
diversity policy and the progress on achieving the objectives set
for implementing the said policy. The recommendations of the
nomination committee are then put forward for consideration
and adoption where appropriate, by the Board.

AUDIT COMMITTEE

The Company established an audit committee (the “Audit
Committee”) with terms of reference in compliance with the
CG Code. The Audit Committee comprises three INEDs, namely
Dr. Chen Renbao, Mr. Jiang Xiaohui and Mr. Ma Yueyong (as
chairman) as at the date of this report. The principal role and
functions of the Audit Committee are to review and provide
supervision over the Group’'s financial reporting process,
internal controls and risk management. The Audit Committee
also serves as a channel of communication between the Board
and the external auditor.

During the Year, the Audit Committee held two meetings.
The attendance record of the committee members at these
meetings are set out in the table on page 23 of the annual
report. The work performed by the audit committee during
the Year included reviewing the audited consolidated financial
statements of the Group for the year ended 31 December
2016, the unaudited consolidated interim financial statements
of the Group for the six months ended 30 June 2016 and
recommended such financial statements to the Board for
approval and also the effectiveness of the internal control and
risk management practices of the Group.

The Audit Committee has recommended to the Board that
Moore Stephens CPA Limited be nominated for re-appointment
as auditor of the Company at the forthcoming AGM of the
Company.
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The Board has delegated the responsibilities for performing
the corporate governance duties to the Audit Committee to
develop and review the Company’s policies and practices on
corporate governance and make recommendations to the
Board; to review and monitor the training and continuous
professional development of Directors; to review and monitor
the Company’s policies and practices on compliance with legal
and regulatory requirements; to develop, review and monitor
the code of conduct applicable to employees and Directors;
and to review the Company’s compliance with the CG Code
and disclosure in the Corporate Governance Report.

It also reviewed the Company’s progress in implementing the
corporate governance requirements as set out in the CG Code.

AUDITOR’S REMUNERATION

During the year ended 31 December 2016, the remuneration
paid or payable to the auditor of the Company, Moore
Stephens CPA Limited are set out below:
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Fee

paid/payable

HK$'000

g1/

ENEA

Services rendered Rz R% FAET

Audit services EZRS 875
Non-audit services IEFEZ RS

(Interim financial review and Other services) (hHBEEREMRE) 775

DIRECTORS’ AND AUDITOR'S
RESPONSIBILITIES FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for preparing
the Group’s consolidated financial statements. The
consolidated financial statements for the year ended 31
December 2016 have been prepared in accordance with Hong
Kong Financial Reporting Standards, including Hong Kong
Accounting Standards and applicable Interpretations issued
by the Hong Kong Institute of Certified Public Accountants,
and the applicable disclosure requirements of the Hong
Kong Companies Ordinance and the Listing Rules and other
applicable regulatory requirements.
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The Directors confirm that, to the best of their knowledge,
information and belief, having made all reasonable enquiries,
other than the situations described in note 3.1 to the
consolidated financial statements, the Board is not aware of
any material uncertainties relating to events or conditions that
may affect the business of the Company or cast doubts on its
ability to continue as a going concern.

The reporting responsibilities of the external auditor, Moore
Stephens CPA Limited, are set out in the Independent Auditor’s
Report on pages 48 to 50.

DIRECTORS’ AND OFFICERS’ LIABILITY

Appropriate insurance cover on directors’ and officers’
liabilities has been in force to protect the Directors and officers
of the Group from their risk exposure arising from the business
of the Group.

CONTINUOUS PROFESSIONAL DEVELOPMENT
OF DIRECTORS

According to the code provision A.6.5 of the CG Code,
all Directors shall participate in continuous professional
development to develop and refresh their knowledge and skills
to ensure their contribution to the Board remains informed
and relevant. A summary of training records received by the
Directors for the Year is set out as follows:

Rosan Resources Holdings Limited Annual Report 2016

E=HER KEL VA EEREMNESF
P B KPS R A M IS R M &
BT Z BRI EFE S AU BABEME
ATHABAERRBERMAIEEZEA QT
MEB R ESEL LR B -

INEZ B R EEMESMEEFTER
NAINFEETHNFLI8EEZFES50B B
A BN IRE o

EEkEABEZERE
AATEHEERSAME L EEREE
ERE UREBEERAEEERBER
7 B RS P A L o

EEZREERER

RIBEEERTAZTRIRXAGS  FIA
EERASEREEEER NERNEH
HMBREE tMERELBHESS
tEHAE MR E R - FAEF K ZIHFI
ZRESRBE AN T



Corporate Governance Report
tEEBREE

Attending
conference(s)/
training
course(s)/
seminars Reading and/or
relevant to updates relevant
the business, to the business,
directors’ directors’
duties or listing duties or listing
regulatory regulatory
requirements requirements
MR-
EEHEDS R
ETEERE EEHER
=1 A+ v tTEERE
BIRE BEZHERS
Directors B= maE HEH
Executive Directors WITES
Mr. Dong Cunling BFREE v/ v
Mr. Chen Xu B NB 5T A - v
Mr. Wu Jiahong MRA LA v v
Mr. Yang Hua HELE v v
Mr. Zhou Guangwen BBkt v/ v
Non-Executive Director EMITES
Mr. Li Chunyan THEELE v v
INEDs BIUFAITES
Dr. Chen Renbao BRCEE L v/ v
Mr. Ma Yueyong BRELE v v
Mr. Jiang Xiaohui B A - v/

COMPANY SECRETARY

As at 31 December 2016, the Company Secretary of the
Company, Mr. Li Chun On (“Mr. Li"), fulfilled the requirement
under Rules 3.28 and 3.29 of the Listing Rules. He has day-
to-day knowledge of the Company’s affairs. Mr. Li reports to
the Chairman and is responsible for advising the Board on
governance matters. For the Year under review, Mr. Li has
taken over 15 hours of relevant professional training.
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RISK MANAGEMENT AND INTERNAL
CONTROL

It is the responsibility of the Board to ensure that the Company
maintains sound and effective internal controls to safeguard
the Shareholders’ investment and the Group’s assets at all
times. The Company has adopted a series of internal control
policies and procedures designed to provide reasonable
assurance for achieving objectives including effective and
efficient operations, reliable financial reporting and compliance
with applicable laws and regulations.

Details of the Risk Management and Internal Control Systems
are set out in the section headed ”"Risk Management and
Internal Control Systems” of the “Management Discussion and
Analysis” on page 16 to page 17 of this annual report.

During the year, the Group engaged an external professional
consultant to review and assess its risk management and
internal control systems and reported to the audit committee.
The review covered several parts of the systems including
risk management, and operational, financial and compliance
controls.

The Board, through the audit committee, has conducted a
review of the effectiveness of the Group’s risk management
and internal control systems for the year ended 31 December
2016 covering all material financial, operational and
compliance functions, is of the view that the effectiveness
of the risk management and internal control systems of the
Group are considered as effective and adequate.

COMMUNICATION WITH SHAREHOLDERS
AND INVESTOR RELATIONS

The Board recognises the importance of good communication
with Shareholders. A Shareholders’ Communication Policy
setting out the Company’s procedure in providing the
Shareholders with prompt and equal access to information
about the Company, in order to enable the Shareholders to
access the Company’s overall performance, exercise their
rights in an informed manner and engage actively with the
Company. Information in relation to the Group is disseminated
to shareholders in a timely manner through a number of
formal channels, which include interim and annual reports,
announcements and circulars.

The general meetings of the Company provide a forum
for exchange of views between the Shareholders and the
Board. The Chairman of the Board, the Directors and senior
management of the Company and where applicable, the
INEDs, are available to answer questions at the shareholders’
meeting.
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Separate resolutions are proposed at shareholders’ meetings
on each substantial issue, including the election of individual
Directors. Details of poll voting procedures are included in all
circulars to Shareholders which call for a general meeting and
are explained during proceedings of the meeting.

The Company continues to enhance communications and
relationships with its Shareholders and investors. Information
about the Company’s activities is provided in its interim and
annual reports, which are sent to Shareholders, analysts and/
or interested parties. Enquiries from Shareholders and investors
are dealt with in an informative and timely manner.

To promote effective communication, the Company also
maintains a website at http://www.irasia.com/listco/hk/rrhl,
where extensive information and updates on the Company’s
business developments and operations, financial information,
corporate governance practices and other information are
posted.

SHAREHOLDERS’ RIGHTS

Procedure for Shareholders to convene a special
general meeting

Shareholders can submit a requisition to convene a special
general meeting pursuant to Section 74 of the Companies Act
1981 of Bermuda (the “Act”). The number of Shareholders
necessary for a requisition shall be representing not less than
one-tenth of the Company’s paid-up capital as at the date of
requisition having the right to vote at the general meeting.

The written requisition must:
state the purposes of the special general meeting;

be signed by all the requisitionists (may consist of one
or several documents in like form each singed by one or
more requisitionists); and

be deposited at the Company’s office in Hong Kong for
the attention of the Company Secretary.

If the Directors do not within twenty-one days from the date
of the deposit of the requisition proceed duly to convene a
special general meeting, the requisitionists, or any of them
representing more than one-half of the total voting rights of
all of them, any themselves convene a special general meeting,
but any meeting so convened shall not be held after the
expiration of three months from the said date.
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Procedure for Shareholders to put forward proposals
at general meetings

Shareholders can submit a requisition to move a resolution at
an annual general meeting pursuant to Section 79 of the Act.
The number of Shareholders necessary for a requisition shall
be:

—  representing not less than one-twentieth of the total
voting rights of all Shareholders having at the date of
requisition a right to vote at the meeting to which the
requisition relates; or

—  not less than 100 Shareholders.
The written requisition must:

- state the resolution, with a statement not more than
1,000 words with respect to the matter referred to in the
proposed resolution or the business to be dealt with at
the meeting;

- be signed by all the requisitionists (may consist of one
or several documents in like form each singed by one or
more requisitionists);

—  be deposited at the Company’s office in Hong Kong for
the attention of the Company Secretary not less than
six weeks before the meeting in case of a requisition
requiring notice of a resolution and not less than one
week before the meeting in case of any other requisition;
and

- be deposited with a sum reasonably sufficient to meet
the Company’s expenses in giving notice of the resolution
and circulating the statements of the proposed resolution
to all Shareholder in accordance with the requirements
under the applicable laws and rules.

Enquires to the Board

The Company’s website provides email address and telephone
to enable Shareholders to make any enquiries and concerns to
the Board. Shareholders may send their enquiries by post or
by email to the attention of the Company Secretary who will
direct the enquiries to the Board for handling.

CONSTITUTIONAL DOCUMENTS

There are no changes in the Company’s constitutional
documents during the Year.
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The Board is pleased to present the annual report and the
audited consolidated financial statements of the Company and
of the Group for the year ended 31 December 2016.

BUSINESS REVIEW AND PERFORMANCE

A review of the Group’s business for the Year is set out in the
sections headed “Chairman’s Statement” on page 6 to page
8 and “Management Discussion and Analysis” on page 9 to
page 17 of this annual report. Principal financial risks and
uncertainties (or contingent liabilities) facing the Group are
set out in Note 41 and Note 38 to the consolidated financial
statements.

PRINCIPAL ACTIVITIES

The principal activities of the Group are the production and
sale of coal and trading of purchased coal in the PRC.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2016
and the state of affairs of the Company and of the Group at
that date are set out on pages 51 to 152 of this annual report.

The Board does not recommend the payment of any dividend
in respect of the Year.

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group
for the last five financial years is set out on pages 4 and 5 of
this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment are
set out in note 15 to the consolidated financial statements.

MATERIAL ACQUISITIONS, DISPOSALS AND
SIGNIFICANT INVESTMENTS

Save as disclosed in note 36 to the consolidated financial
statements, during the year ended 31 December 2016, the
Group had not made any material acquisitions, disposal
of subsidiaries and associated companies or significant
investment.

SHARE CAPITAL AND SHARE OPTION

Details of the Company’s share capital and share option during
the Year, together with the reasons therefore, are set out
in notes 32 and 33 to the consolidated financial statements
respectively.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities on the
Stock Exchange during the Year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws or the laws of Bermuda which would
oblige the Company to offer new shares on a pro rata basis to
existing shareholders of the Company.

EXCHANGE RISK EXPOSURE

The sales and purchases of the Group are predominantly in
RMB which is the functional currency of the related group
entities. The Board therefore is of the opinion that the Group’s
sensitivity to the change in foreign currency is low and the
Group does not hedge its foreign currency risk.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2016, the Group has a total of
approximately 1,181 employees located in Hong Kong and the
PRC. Salaries are reviewed annually with discretionary bonuses
being paid depending on individual performance. The Group
also provides other benefits including medical insurance and
pension funds. A share option scheme was adopted by the
Group on 27 May 2014 to enable the Directors to grant share
options to eligible participants including any employee of the
Group as incentive to their valuable contribution to the Group.

AUDIT COMMITTEE

The Company established an Audit Committee in accordance
with the requirements of the CG Code for the purposes of
reviewing and providing supervision over the Group’s financial
reporting process, internal controls and risk management.
The Audit Committee comprises three of the INEDs of the
Company. The members of the Audit Committee have
reviewed the consolidated financial statements of the Group
for the year ended 31 December 2016 and were of the opinion
that such statements comply with the applicable accounting
standards, the Listing Rules and legal requirements and those
adequate disclosures have been made.

CORPORATE GOVERNANCE REPORT

Details of the Corporate Governance Report are set out on
pages 21 to 32 of this annual report.

Rosan Resources Holdings Limited Annual Report 2016

BE -HEFFEEARQRT LHES

FARARABKEEFMMBLRRERE -
& S B AR R R OB A P 2 A2 (] BT AE
#0

BrRBRE

AR 2 MRS B SRR S RS
BB AR 2 (63X - BUE AR A RS R EL B 1)
ARRREREEEHMB -

BE 5 B
AEBEZHERBETZEUAAREEE
ARBTRBESREEE R
HEEER/AEEXINERS cFER
15 T A £R [ 3 48 75 S R Bge ¢ 0

EBE R FHMBR
R-E—RF+-_A=+—H A&EEHE
BEERTEEAYN181ZRE - FFEAE
EeRidBE s &8 TEAIXRR
BEEBBIEA - AEETREEMEF - &
FEERBREERE AEBR T —HO
FRAAZTEtHRMNBERETS FESF
AmaERLEE (BRASEXMES)
REBRE ZUARBZEEARNEEEDL
EZERMAL

BEREES

ARBEREEERTZRERILERX
ZEg URHRERAKE 2V 5 HR
B AMEENREREE -BREZES
ARFZBEUFATESTAK -FEZ R
BEgsREBEEHNAKRERE_T—RF
T_A=t—RLFEZHEAMBRE "
RREEMBHRRTABEASFEL - £
MRASOEDIRE WEFH T HE -

EEEARMEZFBREARAERE21AE
$F328



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 the prescribed public float under the
Listing Rules throughout the financial year.

COMPLIANCE WITH LAWS AND REGULATIONS

During the Year, to the knowledge of the Board, the Group
had complied with the relevant laws and regulations that have
a material impact on the business of the Group in all material
aspects and there were no circumstances of material breach or
non-compliance of applicable laws and regulations.

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

The Group has dedicated its effort to review and monitor the
Group’s ESG policies and practices to ensure compliance with
the relevant legal and regulatory requirements as described in
Main Board Listing Rules Appendix 27. Details of the Group’s
ESG performance in 2016 financial year will be disclosed in the
2016 ESG Report.

RESERVES

Details of movements in the reserves of the Company and
of the Group during the Year are set out in note 34 to the
consolidated financial statements and in the consolidated
statement of changes in equity respectively.

DISTRIBUTABLE RESERVES

The distributable reserves of the Company as at 31 December
2016 was approximately HK$Nil million (as at 31 December
2015: approximately HK$452.3 million). In addition, the
Company’s share premium account as at 31 December 2016,
in the amount of approximately HK$235.3 million (as at 31
December 2015: approximately HK$235.3 million), can be
distributed in the form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

In the Year under review, the percentage of turnover
attributable to the largest customer and the five largest
customers of the Group accounted for 87.4% and 99.0%
respectively. The percentage of purchases attributable to the
largest supplier and the five largest suppliers of the Group
accounted for 98.9% and 99.8% respectively.
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None of the Directors or any of their associates or any
Shareholders (which, to the best knowledge of the Directors,
own more than 5% of the Company’s issued share capital) had
any beneficial interest in the Group’s five largest customers and
suppliers.

DIRECTORS

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

Executive Directors:

Mr. Dong Cunling (Chairman)

Mr. Yang Hua (Chief Executive Officer)
Mr. Chen Xu

Mr. Wu Jiahong

Mr. Zhou Guangwen

Non-Executive Director:
Mr. Li Chunyan

INEDs:

Dr. Chen Renbao
Mr. Ma Yueyong
Mr. Jiang Xiaohui

The Company has received annual confirmations of
independence from all INEDs and as at the date of this annual
report still considers them to be independent.

In accordance with bye-law 111 of the Company’s Bye-laws,
Mr. Wu Jiahong, Mr. Zhou Guangwen and Mr. Li Chunyan will
retire by rotation and, being eligible, will offer themselves for
re-election at the forthcoming AGM of the Company.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and the senior
management of the Group are set out on pages 18 to 20 of
this annual report.

DIRECTORS’ SERVICE CONTRACTS

No director of the Company being proposed for re-election at
the forthcoming AGM of the Company has a service contract
with the Company which is not determinable by the Company
within one year without payment of compensation, other than
statutory compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 12 to the consolidated financial
statements, no director of the Company had a material
interest, either directly or indirectly, in any transaction,
agreement or contract of significance to the business of the
Group to which the Company or any of its subsidiaries was a
party during or at the end of the Year.

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITION IN THE
SECURITIES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 31 December 2016, the interests and short positions of
the Directors and the chief executive of the Company in the
shares, underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part XV of
the Securities and Futures and Ordinance (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 taken under such provisions of the SF0);
or were required, pursuant to Section 352 of the SFO, to be
entered in the register referred to therein; or were required,
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pursuant to the Model Code contained in the Listing Rules, to KRBT
be notified to the Company and the Stock Exchange, were as
follows:
(a) Long positions in the ordinary shares of the (a) MAEQPTZERFPZHE
Company
Number of Approximate
Number of underlying percentage of
Name of Directors Nature of interest shares shares shareholdings
IR
Esns EENE KRB MEERDHE BMAOBD
Mr. Dong Cunling Personal interest 540,000 - 0.08%
BRILEE & A=
Mr. Yang Hua Personal interest 81,089,196 - 11.38%
BERLE (PN 325
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Save as disclosed above, none of the Directors and chief
executive of the Company had any interest or short position in
the shares, underlying shares and debentures of the Company
and its associated corporations (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 taken under
such provisions of the SFO); or were required, pursuant to
Section 352 of the SFO, to be entered in the register referred
to therein; or were required, pursuant to the Model Code
contained in the Listing Rules, to be notified to the Company
and the Stock Exchange as at 31 December 2016.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS IN SHARES

So far as was known to the Directors or chief executive of the
Company, as at 31 December 2016, the person, other than
the Directors or chief executive of the Company, who had an
interest or short position in the shares or underlying shares as
recorded in the register required to be kept under section 336
of the SFO were as follows:

(@) Long positions in the shares

RZE—RF+-_A=+—H B EXH
WEEIIN METMNESRARGITHE
HAARRAREEE 2B (EERESFK
BIEEPIZEXVER) 2 & ~ RN R ESH
FHEEAREESRBEIEGEXVIEET
Moo EHME ARG RBRAT (BIEFEER
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R ZERIRE °
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Approximate
Number of percentage of

Name of Shareholders Capacity shares shareholding
BRAER 5% BB Bt
) Retop International Investment Beneficial Owner 141,400,000 19.84%
Limited (Note 1) BERBEA A
ImhE R ERR AR (M)
(2) Vestfoco International Investment Interests in controlled 141,400,000 19.84%
Limited (“Vestfoco”) (Note 1) Jcorporation
%‘%Fﬁ%ﬁ&ﬁﬁﬁﬁ@ﬂ(f%&%n XEEBEER
(FF=E1)
(3) Mr. Bao Hongkai (“Mr. Bao") Interests in controlled 141,400,000 19.84%
(Note 1) dcorporation
BRI EE ([BRE]) S EBE R
(MFaET)
BenechiaI Owner 675,000 0.09%
EmEAA
(4) Asia Mark Development Limited Beneficial owner 49,380,000 6.93%
(Note 2)
(FI5E2) EnEEA
(5) Mr. Kwong Ying Hou (Note 2) Interest in controlled 49,380,000 6.93%
o ‘ __corporation
R4 (HiE2) S EBE R
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Notes:

Retop International Investment Limited is beneficially and
wholly owned by Vestfoco of which Mr. Bao is the sole
beneficial owner. Accordingly, Vestfoco and Mr. Bao are
deemed to be interested in the shares of the Company
held by Retop International Investment Limited.

(1

Asia Mark Development Limited is beneficially and wholly
owned by Mr. Kwong Ying Hou. He is independent and
not related to the Board or management of the Company.

Save as disclosed above, no persons had an interest or
a short position in the shares and the underlying shares
as recorded in the register required to be kept under
section 336 of the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed above and note 33 to the consolidated
financial statements, at no time during the Year were rights
to acquire benefits by means of the acquisition of shares in or
debentures of the Company granted to any of the Directors
or their respective spouse or minor children, or were any such
rights exercised by them; or was the Company or any of its
subsidiaries a party to any arrangement to enable the Directors
to acquire such rights in any other body corporate.

PENSION SCHEME AND COSTS

Details of the Group's pension scheme and the employer’s
pension costs charged to the consolidated income statement
for the Year are set out in notes 3.18 and 11 to the
consolidated financial statements, respectively.

In the opinion of the Board, the Group had no significant
obligations for long service payments to its employee pursuant
to the requirements under the Employment Ordinance,
Chapter 57 of the Laws of Hong Kong, at 31 December 2016.

CONNECTED TRANSACTIONS

During the year ended 31 December 2016, the Group has
not conducted any “connected transaction” or “continuing
connected transaction” (as defined under Chapter 14A of
the Listing Rules) which is subject to reporting and annual
review requirements under the Listing Rules. The transactions
disclosed in note 39 to the consolidated financial statements
as related party transactions did not fall under the definition
of “connected transaction” or “continuing connected
transaction” (as defined under Chapter 14A of the Listing
Rules).
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DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

No Directors are considered to have interest in any business
which is likely to compete directly or indirectly with that of the
Group.

DONATIONS

During the year, the Group made no charitable and other
donations (2015: approximately HK$0.2 million).

CONTINGENT LIABILITIES

Save as disclosed in note 38 to the consolidated financial
statement, the Group had not any contingent liabilities as at
the 31 December 2016.

CLOSURE OF REGISTER OF MEMBERS

The 2017 Annual General Meeting (the “2017 AGM") of
the Company is scheduled on Friday, 26 May 2017. For
determining the entitlement to attend and vote at the 2017
AGM, the register of members of the Company will be closed
from Tuesday, 23 May 2017 to Friday, 26 May 2017, both
days inclusive. In order to be eligible to attend and vote at
the 2017 AGM, all transfers of shares, accompanied by the
relevant share certificates, must be lodged with the Company’s
share registrar in Hong Kong, Tricor Tengis Limited, at Level
22, Hopewell Centre, 183 Queen’s Road East, Hong Kong, for
registration no later than 4:30 p.m. on Monday, 22 May 2017.

MANAGEMENT CONTRACTS

No contract concerning the management and administration
of the whole or any substantial part of the Company’s business
was entered into or existed during the Year.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Articles of Association, a permitted
indemnity provision as defined in the Hong Kong Companies
Ordinance was in force for the benefit of the Directors during
the Year.
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FUND RAISING ACTIVITIES IN THE PAST
TWELVE MONTHS

No fund raising activity has been completed during the 12
months immediately preceding the date of this report. With
reference to the announcements of the Company dated 20
June 2016 and 1 August 2016, a fund raising activity, being
the proposed issue of the offer Shares on the basis of one
(1) offer Share for every two (2) existing Shares in issue,
for the repayment of certain payables with net proceeds
of approximately HK$35 million expected to be raised, was
terminated by the Company due to underwriter’s failure to
comply with its undertakings under the relevant underwriting
agreement and obligations relating to the application
procedures of the fund raising activity.

Reference also made to the announcements of the Company
dated 12 October 2016 and 30 November 2016, another fund
raising activity, being the proposed issue of 141,000,000 new
shares in the Company under the general mandate to certain
selected employees, was lapsed and terminated due to the
parties have not agreed on any further extension of the long
stop date.

EVENT AFTER THE REPORTING PERIOD

Details of the event after the reporting period are disclosed in
note 40 to the consolidated financial statements.

CENSURED BY THE LISTING COMMITTEE
OF THE STOCK EXCHANGE (THE “LISTING
COMMITTEE")

Upon conclusion of an investigation into the conduct of
the Company and the relevant directors in relation to their
obligations under the Listing Rules and the Declaration and
Undertaking with regard to Directors given to the Stock
Exchange in the form set out in Appendix 5B to the Listing
Rules, on 13 July 2016, the Listing Committee censured the
Company and its directors (i.e. Mr. Dong Cunling, Mr. Wu
Jiahong, Mr. Yang Hua, Mr. Li Chunyan, Mr. Zhou Guangwen,
Dr. Chen Renbao and Mr. Ma Yueyong) and its former directors
(i.e. Mr. Li Chun On and Mr. Li Daomin) for breaching the
relevant Listing Rules. For details, please refer to the regulatory
announcement and news published by the Stock Exchange on
13 July 2016.
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AUDITOR

The consolidated financial statements have been audited by
Moore Stephens CPA Limited who retire and, being eligible,
offer themselves for re-appointment. A resolution for the re-
appointment of Moore Stephens CPA Limited as auditor of the
Company is to be proposed at the 2017 AGM.

Dong Cunling
Chairman

Hong Kong
30 March 2017
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Independent Auditor’s Report

To the shareholders of Rosan Resources Holdings Limited
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of
Rosan Resources Holdings Limited and is subsidiaries (together,
the “Group”) set out on pages 51 to 152, which comprise
the consolidated statement of financial position as at 31
December 2016, and the consolidated income statement,
the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the
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 31 December 2016, 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 (“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.

B ZBA RS
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MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to note 3.1 to the consolidated financial
statements which indicates that the Group incurred a
consolidated net loss of approximately HK$261,026,000
for the year ended 31 December 2016 and, as of that date,
the Group’s current liabilities exceeded its current assets by
approximately HK$487,158,000. These conditions indicate the
existence of a material uncertainty that may cast significant
doubt about the Group’s ability to continue as a going
concern. Our opinion is not modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, 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 statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters. In addition to the matter described in the
Material Uncertainty Related to Going Concern section, we
have determined the matters described below to be the key
audit matters to be communicated in our report.

Rosan Resources Holdings Limited Annual Report 2016
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KEY AUDIT MATTERS (continued)

Key Audit Matters
HREETEE

Independent Auditor’s Report
B % BED ]S

BRETEE (4)

How our audit addressed the Key Audit Matter
EENETTNMNEEFARETSE

Impairment assessment of non-financial assets

FF & Bl & Bl B RF 14

(Refer to notes 4.1(iv), 15, 17 and 18 to the
consolidated financial statements)
(FBRHGFEHBEREN F4.1(v) 15 17K 18)

The management of the Company had performed
an impairment review in accordance with HKAS
36 Impairment of Assets in relation to the Group’s
coal mining operation, which is considered by the
management as a cash-generating unit (“CGU").
The Group had recognised an impairment loss of
approximately HK$125,042,000 for the year ended
31 December 2016, allocating to the carrying amount
of property, plant and equipment of approximately
HK$60,768,000 and mining rights of approximately
HK$64,274,000.
ERREREERREBETENEICREEM
EBY ESENRRKAREFZETREN G ZF
BHREEERR EReELEM([(REELE
fizl) BEEEERBE_ZT—REFT+A=+—H
LFFERRREEIE4125,042,0008 T HEEEY
¥ WE MREERB{EL60,768,000/8 T M R #E
#764,274,0007 7T ©

The recoverable amount of the CGU was determined
based on fair value less cost of disposal, which
requires significant management’s judgements
concerning the estimated future cash flows.
ReELBMMAIKESEIIERAFER L &K
AETE FTEEEERGETRKBREREELERA
B o

Accordingly, we have identified management’s
impairment assessment of the CGU as a key audit
matter.

Bt - EFGEIRE LIRS E 4 B ARERE 5
RIERRETEE

Our key procedures to address the matter included:
EEREREZETEMKDNEZRFEHE:

—  Discussed with the management of the
Company and the independent valuer
engaged by the Company (the “valuer”)
regarding the reasonableness of the valuation
methodology being adopted;

- B SRAEEER EQREREMNBML
ERD ([fEER]) S HmAA A ER ENEIE
i

- Discussed with the management of the
Company and the valuer and the assumptions
used in the cash flow projection and
challenged the reasonableness of key
assumptions based on our knowledge of the
business and industry; and

- B SRAEEERGEMN®IRERER
ERANEBRR REEFUEBRITENTH
kB EFERINEEY: K

—  Assessed the competency and experience of
the valuer.

-  FHEEERNBEEIRELER-
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KEY AUDIT MATTERS (continued)

Key Audit Matters
HREETEE

BRESTEE (4)

How our audit addressed the Key Audit Matter
BENETTMNEERRETSE

Impairment assessment of prepayments,
deposits paid and receivables

FNHIE - ENEE KB E L9 B8 E 1

(Refer to notes 4.1(iii), 24 and 25 to the consolidated
financial statements)
(FBREGFEE IR RN 4. 1i0) « 24%25)

As at 31 December 2016, the Group had accounts
receivable and prepayments, deposits paid and

Our key procedures to address the matter included:
EEREEBZEFEMKBNEZRFBIE:

other receivables amounting to HK$174,139,000
and HK$353,416,000 respectively. The Group
had recognised an impairment loss on accounts
receivable and other receivables of approximately
HK$20,448,000 and HK$2,337,000 respectively,
during the year ended 31 December 2016.
RZE-—R"E+_A=+—H E5EHEK
R EENRIE ENRE KA MEKTKIES B A
174,139,000/ 7T % 353,416,000 7T - & E — T — <
FTZA=+—RHLFE: BEEBEERBUERR
H & Y SR IR FE R B I 18 ) 511 49.20,448,00078 7T K2
2,337,000 7T °

The estimated impairments are determined by the
management of the Company based on the credit
history of the counterparties and the current market
conditions.

EEtRER BERAREEREEENBFINGEERELER
WITHRETE

We have identified management's impairment
assessment of the recoverability of the receivables
and deposits paid as a key audit matter because the
amounts involved are significant and the assessment
require significant management judgement.

Bt EEHEREHRBERRENEENRIKE
HHREN GIER—HERETFHE BHEF LD
SHEEX BAGFEEEEFLERAE -
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Obtained an ageing analysis of the deposits
and receivables from the management
of the Company and discussed with the
management of the Company whether the
amounts are recoverable;

® BERARIEEERGRENEKRES T I
B OERREREENwmeELS KA

Challenged the management’s assessment
of the recoverability of long outstanding and
overdue deposits paid and receivables;
KBEREYRABHE MiRe REWKIA
B BT 1 B 14 Y AT A

Obtained credit information of certain debtors
from the management of the Company as
part of the assessment of the recoverability of
the deposits paid and receivables; and

fERE B IR S K& YR IE 7 7] Yg B 14 57 {4
W—&n 1 BEAREEREEERETEREA
MEMEEER: &

Checked subsequent settlements of deposits
paid and receivables on a sample basis.
mEmEeNBEe RERFENREREER
W e
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Independent Auditor’s Report

INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS AND
AUDITOR’S REPORT THEREON

The directors are responsible for the other information. The
other information comprises all the information in the Group’s
2016 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 the other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

The directors 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
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 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 either intend to liquidate the
Group or to cease operations, or have no realistic alternative
but to do so.

The audit committee of the Company assists the directors in
discharging their responsibilities for overseeing the Group’s
financial reporting process.

B %A RS
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion
solely to you, as a body, in accordance with Section 90 of the
Bermuda Companies Act 1981, 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 judgement 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.

Rosan Resources Holdings Limited Annual Report 2016
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Independent Auditor’s Report

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

Conclude on the appropriateness of the 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 of the Company
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 of the Company 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.

B %A RS
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

From the matters communicated with the audit committee
of the Company, 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.

Moore Stephens CPA Limited
Certified Public Accountants

Hung, Wan Fong Joanne
Practising Certificate Number: P05419

Hong Kong, 30 March 2017
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Consolidated Income Statement

el s R

For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

2016 2015
Note HKS$'000 HK$'000
—E-REF —ZT—hHEF
K et FET TETT
Revenue Wz 5 718,879 721,810
Cost of sales SHE A (805,095) (847,278)
Gross loss EZ% ] (86,216) (125,468)
Other income H b A 5 59,835 82,969
Selling and distribution expenses $HE R DX (5,874) (9,831)
Administrative expenses THHEX (44,580) (61,922)
Other expenses EFY (3,510) (8,461)
Finance costs MEER 7 (39,656) (48,470)
Share of results of associates i ha N (2,038) 3,836
Share of results of a joint venture  fE(E— &L MEES (135) 47
Gain on disposal of an associate ~ HE—MEE R Az U - 25,101
Gain on disposal of a subsidiary HE—FENEB ARz W= 36 2,783 -
Impairment loss on accounts FEMBR SR 2 R BB F 5
receivable, net 24 (20,448) (1,792)
Reversal of impairment loss/ H{th fE U FR I8 2 BB BT 18
(impairment loss) on other BO CREER)F35E
receivables, net 25 551 (10,766)
Impairment loss on mining rights  £LEERE 2 R EE B 17 (64,274) (110,298)
Impairment loss on property, plant  #1% « WiE M & 2 BEEE
and equipment 15 (60,768) (120,054)
Loss before income tax BRATB R ATE R 8 (264,330) (385,109)
Income tax credit FriSHiE R 9 3,304 14,777
Loss for the year FREE (261,026) (370,332)
Loss for the year attributable to: FE{LFE A EE :
Owners of the Company VIN/NEIEF =N (236,195) (335,317)
Non-controlling interests FEIE IR M 25 (24,831) (35,015)
(261,026) (370,332)
Loss per share attributable to XA FEEAEEERER
the owners of the Company
— Basic and diluted (HK cents) — EAR R CBl) 10 (33.142) (47.051)
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Consolidated Statement of Comprehensive Income

REETHWER

For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

2016 2015
HK$'000 HK$'000
—E—-RE —ZT—hHEF
FET FAET
Loss for the year FREE (261,026) (370,332)
Other comprehensive loss FREMEZEEE
for the year
ltems that may be reclassified HignEsoBEEacEE ¢
subsequently to profit or loss:
Exchange differences on translation of — #aE BN EFEIE i, =58
foreign operations
— subsidiaries o NG (5,903) (29,232)
— a joint venture ——EeErE (403) (354)
— associates o VNG (6,881) (6,056)
(13,187) (35,642)
Share of other comprehensive (loss)/ JE(E—MBE Rz EMmEm
income of an associate (B18.) A (3.140) 9,364
Release of exchange fluctuation reserve & — 5B A &85 B @ (& i,
upon disposal of a subsidiary RENE (178) -
Release of exchange fluctuation reserve  H & — BBk A & B [T FE 3,
upon disposal of an associate BN E - (940)
Other comprehensive loss for the year, S RE M2 EERE  HKHE
net of tax (16,505) (27,218)
Total comprehensive loss for the year FRA 2 HEIE4 5 (277,531) (397,550)
Total comprehensive loss EiEEEEIBAE
attributable to:
Owners of the Company KABHER A (251,081) (360,063)
Non-controlling interests FEFERE R (26,450) (37,487)
(277,531) (397,550)
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Consolidated Statement of Financial Position

e B BRR R

As at 31 December 2016 R-ZE—NF+_-_H=+—H

2016 2015
Note HK$'000 HK$'000
—E-XRE —ET—hHF
K et FEx FHETT
ASSETS AND LIABILITIES EEREE
Non-current assets FkRBEE
Property, plant and equipment YIE - RS MR 15 257,799 372,942
Goodwill FEES 16 - -
Mining rights g 17 318,153 412,362
Other intangible assets Hi I\ & E 19 - 16
Interests in associates ;NI 20 97,775 109,834
Interest in a joint venture R—EEEDEZ#ELR 21 5,779 6,317
Available-for-sale financial assets At HES M EE 22 660 706
680,166 902,177
Current assets RBEE
Inventories FE 23 3,604 5,344
Accounts and bills receivables FEWBE T N E 48 24 176,692 185,358
Prepayments, deposits and other  FBfF7XIE - & N E b fE UL
receivables EE| 25 353,416 147,259
Tax recoverable EEEEEN 8,516 9,108
Pledged bank deposits BB T 26(a) 523,592 577,751
Cash and cash equivalents B RIESEFEIER 26(b) 178,134 541,224
1,243,954 1,466,044
Current liabilities REEE
Accounts and bills payables e BRI R % 27 732,769 799,759
Other payables and accruals Hfb e RIE R ERTE R 28 434,900 469,213
Provision for reclamation obligations A28 & /A # & 29 90,222 93,905
Bank loans IRITER 30 473,221 524,985
1,731,112 1,887,862
Net current liabilities REBEEFEE (487,158) (421,818)
Total assets less current liabilities AEERAEBEE 193,008 480,359
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As at 31 December 2016 R-ZE—NF+_-_H=+—H

2016 2015
Note HKS$'000 HK$'000
—E—RE —E—FF
HtaE FET FHAT
Non-current liabilities FRBEE
Amount due to an associate FE{S —Ei Bt 22 A B 3018 20 92,593 99,005
Deferred tax liabilities RIEFIEEE 31 - 3,526
92,593 102,531
Net assets BEEFE 100,415 377,828
EQUITY AR
Share capital f% 72 32 71,267 71,267
Reserves G 34(a) 80,777 331,858
Equity attributable to the KABEE AEL 2 RAERS
owners of the Company 152,044 403,125
Non-controlling interests RS (51,629) (25,297)
Total equity RS LEE 100,415 377,828
The consolidated financial statements on pages 51 to 152 FSIZIREMNSGEMBERREESTERN
were approved and authorised for issue by the board of —ZE—+%F=A=+HH#ERFERNZ I
directors on 30 March 2017 and are signed on its behalf by: BHIATALTRERRS
Dong Cunling E#FIK Yang Hua 5%
Director #EF Director #F
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REERBBR

For the year ended 31 December 2016 #HE-FT— N NF+-_HA=+—HILFE

Attributable to the owners of the Company

ARARE AR
Capital Statutory
Share  redemption Other  Contrbuted ~ Exchange Capital Tesenve Non-
Share  premium* reserve* Teserner surplus* — fluctuation reserve* fund*  Accumulated controlling

cpital  (Note 34(a)  (Note 343)  (Note 34a)  (Note 343) reserve*  (Note 34(a)  (Note 34(3)) losses* Total interest Total
HKS'000 HKS$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000

B
RivaE HERE  AbEE  HARE Ei EARA EELEE
BE (Witse) (Wisee) (W) (Hids) 8RR (Wie) (i) ZiEkR: Gt ks £
Ten TEn TEn T TEmr  TEn  TEr  TEr  TEn  TEm  TEn  TEn

AU January 2015 ASE-RE-B-A 7160 23534 S0 6415 46788 18453 74M 13492 (0011)  Te3Nss 12190 775378

Loss for the year FREE - - - - - - - (335317 (335317) (35015 (370332

Other comprehensive loss for the year EREf2EEE
Exchange loss on translation of financial 8385 £HEHH% 2

statements of foreign operations: EiEE:

- subsidiaries -HEAR = = = = - (655 - - - 655 6T (923
- a joint venture -—BRELE = = = = = (319 = = = (319) (39) (354)
- associates -BEAR - - - - - (5.451) = = = (5,451) (605 (6,056)
Release of exchange fluctuation HE-RBRERARRR
reserve upon disposal of an associate  [E % R Bk & = = = - - (846) = = = (846) (94) (940)
Share of other comprehensive income  [E{F—BBE AT Z £ft
of an associate 2ERA - - - 8421 - - - - - 8,421 937 9,364
Total comprehensive loss for the year A2 EBIELE - - - 8,427 - (33.173) - - (335317) (360,063  (37.487)  (397,550)

Transfer from contributed suplusto ~ #HABSEEZ 25t

accumulated losses BiE - - - - (14,918) - - - 14,918 - - -
Transfer from other reserve fEfREEE = = - (17.19) = = = = 17197 = = =
At 31 December 2015 R-E-1%
+-A=1-8 71,267 235,334 50 55,387 452,966 149,400 27,442 134492 (723213) 403,125 (25297) 3772828
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REERBBR

For the year ended 31 December 2016 HE—F—NF+-A=+—HIEFE

Attributable to the owners of the Company

ARIEEAES
Capital Statutory
Share  redemption Other Contributed  Exchange Capital reserve Non-
Share  premium*  reserve*  reserve*  surplus* fluctuation  reserve* fund* Accumulated controlling

capitl  (Note 34(a)  (Note 343)  (Note34a)  Mote343)  reserve*  (Note 34(a)  (Note 34(a)) losses* Total interest Total
HKS'000  HKS'000  HKS'000  HKS$'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000

Ex

KOEEr  RE&E

i ) (3))
TER TER TER

HARE EX BARE RELME*
) (W) RERE ) He)  BitkE a4t FERER &3t
TR TER TER TER TER TR TR TR

At 1 January 2016 HW-B-AE-F-R M%7 235334 S0 5538 52966 149400 2440 134492 (13213 403125 (25297) 377828

Loss for the year FRER - - - - - - - - (236,195 (236,195  (24:831)  (261,026)

Other comprehensive loss for the year R E {2 EEE
Exchange loss on translation of financial #1850 £ %8 %
statements of foreign operations: LERER:

- subsidiaries -HBAR - - - - - (5313) - - - (5313) (590)  (5,903)

- a joint venture -—RRERE - - - - - (363) - - - (363) (40) (403)

- associates ~BERF - - - - - (6,193) - - - (6,193) (688) (6,881)
Release of exchange fluctuation reserve &K BA 76

upon disposal of a subsidiary BRELRBER - - - - - (160) - - - (160) (18) (178)
Share of other comprehensive loss of {5 —FBA AT Ef

an associate AR - - - &) - - - - - ) (283)  (3,140)
Total comprehensive loss for the year ~ FR2EFEEE - - - (2.857) - (12,09 - - (236195  (251,081)  (26450)  (277,531)
Disposal of a subsidiary HE-RNEAR - - - - - - - (564) 564 - 118 118

Transfer from contributed surplus to ~ #&IARSERZ 2t

accumulated losses BE - - - - (452329 - - - 8535 - - -
Transfer from other reserve HEpEEES - - - (17,100 - - - - 1100 - - -

At 31 December 2016 RZB-AE
tzB=t-H 71267 235334 50 35430 641 137311 2744 133928 (489419) 152,044 (51,629) 100415

*  The aggregate amount of these balances of approximately * REHHZ4RFEH80,800,0008 T (= F

HK$80.8 million (2015: approximately HK$331.9 million) — 4 : #9331,900,000/8 7T ) BER A B
represents the reserves in the consolidated statement of R P 2 R

financial position.
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Consolidated Statement of Cash Flows

RERTMRER

For the year ended 31 December 2016 B Z_=—FT—NF+-_H=1+T—HIFE

2016 2015
Note HK$'000 HK$'000
ZB-AF —Z-hfF
fist FHER THET
Cash flows from operating activities REZPRERE
Loss before income tax RIS ATEE (264,330) (385,109)
Adjustments for: FEER
Share of results of associates il AN ES 2,038 (3,836)
Share of results of a joint venture Eh—RegtEEE 135 (47)
Finance costs HBER 7 39,656 42,366
Amortisation of mining rights B SH TR 17 6,388 9,047
Amortisation of other intangible assets BHEMENEE 8 16 69
Write-down of inventories FEMR 197 750
Impairment loss on prepayments, deposits ~ TBRFUE « k& R E BN FIE 2
and other receivables REERE 25 2,337 16,675
Impairment loss on property, plant and n% WER&H2RERSE
equipment 15 60,768 120,054
Impairment loss on mining rights REERESR 17 64,274 110,298
Impairment loss on accounts receivable FEWER ORI B 1B 24 20,448 1,792
Interest income MESA 5 (18,423) (33,496)
Depreciation e 8 15 36,928 45,392
Gain on disposals of property, plant and HEME BB KR E2 W
equipment 5 8 - (175)
Gain on disposal of a subsidiary HE—FMB ARz K 36 (2,783) -
Gain on disposal of an associate HE— S N Az WE - (25,101)
Provision for reclamation obligations B F 29 5,884 8,077
Utilisation of provision for reclamation PRARBERER
obligation 29 (3,374) =
Reversal of provision for impairment BEENBNTE e RAME
on prepayments, deposits and other WHIE 2 BB E
receivables 25 (2,888) (5,909)
Reversal of provision for central pension BERRRRETEI BB
scheme 5 (39,979) (46,684)
Operating loss before working capital SELELEBRIREEE
changes (92,708) (145,837)
(Increase)/decrease in inventories FEOEm),/ m (179) 19,462
Increase in accounts and bills receivables JEUBR TR M 2 N (46,018) (26,119)
Increase in prepayments, deposits and other TERTFRIE « &4 K H fth FE UL FRIE R
receivables (8,459) (1,467)
(Decrease)/increase in accounts and bills ~ EFREZRRZE(HL ),/ 1L
payables (215,462) 430,402
Increase in other payables and accruals HioEAFBREBREM 37,701 78,207
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Consolidated Statement of Cash Flows

HERTMRER

For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

2016 2015
Note HK$'000 HK$'000
—E-RE —T—hF
izt TER TET
Cash (used in)/generated from operations &%= (Fff)/Fii5HRE (325,125) 354,648
Interest received YA 2 5 18,423 33,496
Interest paid BEAFE 7 (39,636) (42,366)
Income tax paid BEFER (148) (45)
Net cash (used in)/generated from operating &4 EZ&(FA)/ Fi5HELEE
activities (346,506) 345,733
Cash flows from investing activities REEEHZHERE
Purchases of property, plant and equipment BEE¥¥  BE & RE 15 (2,963) (3,090)
Proceeds from disposal of available-for-sale & a{t HESREEFSHIE
financial assets - 15,539
Net cash inflow on disposal of a subsidiary ~HE—HMBARZEEHEAFE 36 1,544 -
Proceeds from disposal of an associate & — RSN BEEHE - 14,289
Decrease/(increase) in pledged bank deposits 21T EZA D/ (3EhmM) 17,529 (335,430)
Net cash generated from/(used in) investing % & &S/ (FiH)H 438
activities 16,110 (308,692)
Cash flows from financing activities RETH2REERE
New bank loans MR ITER 745,316 844,754
Repayments of bank loans EBRRITER (763,914) (851,032)
Increase in amount due to a director BN —2EETIEEM 28 6,679 =
Increase in amount due to an associate JE — B & A Rl IRE I - 7,759
Net cash (used in)/generated from financing B&EEN(FTH)/ 5HEEE8E
activities (11,919) 1,481
Net (decrease)/increase in cash and cash BE&REEZEERTH
equivalents (RA),/ % (342,315) 38,522
Cash and cash equivalents at 1 January R—BA—HBzReEBESZEER 541,224 524,835
Effect of foreign exchange rate changes HNGE P R B v 22 (20,775) (22,133)
Cash and cash equivalents at 31 R+ZA=+-HzHE
December KREEEER 178,134 541,224
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Notes to the Financial Statements

ot 3% ¥R AR MY A

For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

GENERAL INFORMATION

Rosan Resources Holdings Limited (the “Company”) is a
limited liability company incorporated in Bermuda. The
address of its registered office is located at Clarendon
House, 2 Church Street, Hamilton HM11, Bermuda.
The Company’'s shares are listed on the main board of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

The principal activities of the Company and its
subsidiaries (the “Group”) are the production and sale
of coal and the trading of purchased coal in the People’s
Republic of China (the “PRC"). The principal activities
and other particulars of its subsidiaries are set out in note
14,

The consolidated financial statements for the year ended
31 December 2016 were approved for issue by the board
of directors of the Company on 30 March 2017.

ADOPTION OF NEW/REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

(a) Adoption of new/revised HKFRSs effective
from 1 January 2016

In the current year, the Group has applied a number
of amendments to HKFRSs issued by the Hong
Kong Institute of Certified Public Accountants (the
“HKICPA") that are mandatorily effective for an
accounting period that begins on or after 1 January
2016. These amendments have been applied by the
Group for the first time in the current year unless
otherwise specified.

—REH
REEREZERER AR ARR DA
EFEREFMAZ2ERAR - HiF
i ¥ = B {7 M Clarendon House, 2
Church Street, Hamilton HM11,
Bermuda ° AN A R D BB A R
SFBR AR ([BRAT])ERET -

AR REMBAR(AEE]) 2x
BEB/ETEARLMB( +FE )
HENRBEERRARBAKKES
HMB ARz T2XBMEMFFEE
RRE RS RERMEE14

BE_T—R"F+__A=1t—HIF
BZHGaMBEHRREARAESTERN
—E—tF=R=tRHHtETE-

RANHET RIS BRI BR

ER

(a) BKMR-_B—R"F-—A—B%
B2/ RIE T BB KR
HEA
RAFE AEEEEAELS
e Ag([BAEEAE )R
WZHEE —T—R"F—HA—H
2 & FR B S R B 08 B A
MEBTERE LR R RSB
BN ZFBITEAAKERA
FEERER -
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

2. ADOPTION OF NEW/REVISED HKFRSs

(continued)

(a) Adoption of new/revised HKFRSs effective
from 1 January 2016 (continued)

HKAS 1 Amendments Disclosure Initiative

HKAS 16 and HKAS 38 Clarification of Acceptable
Amendments Methods of Depreciation
and Amortisation
HKAS 16 and HKAS 41 Agriculture: Bearer Plants
Amendments

HKFRS 10, HKFRS 12 and  Investment Entities: Applying
HKAS 28 Amendments the Consolidation
Exception

HKFRS 11 Amendments  Accounting for Acquisitions
of Interests in Joint
Operations

Amendments to HKFRSs ~ Annual Improvements to
HKFRSs 2012 — 2014 Cycle

The adoption of these amendments to standards
do not have significant impact on the Group’s
financial performance and financial position nor
any substantial changes in the Group’s accounting
policies and the presentation of the consolidated
financial statements.

60 Rosan Resources Holdings Limited Annual Report 2016

2.

RANHET RIET BB BR
HER (&)

A=A

(a) MR- —R<"F—A—B%

WMZHE] BIETEBTBHR

HER(E)

EEgiEd BEEH
ELHCC RS

EHGPENE 165 BENERBE
REBGILER  ARIAE
F38F(BFIAK)

ERGIIERE16% BE - £ENEY
REEGHED

FMH(EFTR)

BRUEREEN KEEE: EAR
F105 BEHE  AZBUMER
ERBE1HR

EiEgrHER

F28F(BFIK)

ERHEREEDN  REARERES
FNFUBIIAX) SHEE

BRAMBREER  BEMBHREER

(BaTAK) —E-—&%
—E—FEH
ZEENE

Rz SEANE T RSB
BRERM BRI JE KR
2 AAKENSHABRREAE
HRERN 2L EE RS o



Notes to the Financial Statements

ot 3% ¥R AR MY A

For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

2. ADOPTION OF NEW/REVISED HKFRSs

(continued)

(b) New and revised HKFRSs that have been
issued but are not yet effective

The Group has not applied the following new
and revised HKFRSs, which have been issued but
are not yet effective, in the consolidated financial

statements:

HKFRS 9

HKFRS 15

HKFRS 16

HKFRS 2 Amendments

HKFRS 10 and HKAS 28
(2011) Amendments

HKFRS 15 Amendments

HKAS 7 Amendments
HKAS 12 Amendments

Amendments to HKFRSs

Financial Instruments’

Revenue from Contracts with
Customers!
Leases?

Classification and Measurement
of Share-based Payment
Transactions'

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

Clarification to HKFRS 15
Revenue Contracts with
Customers'

Disclosure Initiative*

Recognition of Deferred Tax
Assets for Unrealised Losses*

Annual Improvements to
HKFRSs 2014-2016 Cycle®

! Effective for annual periods beginning on or after 1

January 2018

2 Effective for annual periods beginning on or after 1

January 2019

2 Effective for annual periods beginning on or after a

date to be determined

4 Effective for annual periods beginning on or after 1

January 2017

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

RANHET RIET BB BR
HER (&)

A=A

(b) T BB MR 2 R 3T A

BT B BN BHREER
AEEY RERAMBRETE
FALATT & 98 4 HE il R AE 2K ROFT AT
RAEIERT BB KSR

EBTBREEE cHTA
9%

BBV REENE TEER M
155

BRI REERE B8

165%

ERMBREEN UG BERNG

E25(1BFTA) HRHGZAER
HE

ERMBREENE REEHAHE

10X REAGHE QAHAERH

B|%288 (=% ZEMEIEA
——F)E3] B
BRUEMEER  AERBEHREEN
F15R(BITR) BISHEFA
RlZ A
BB gHER BB
EYEACCHEN)

BB g EL AAZREBER
F12HRUBRIAR) BEBBEE
BB HREEN —T-NEZ-F
(BFIA) —NEAHER

PHRE R
RS

T RCE-NF—A—BREE
B £4 A0 47 JE HA 0 A

2 RoT-NE—A—BRHEE
B £4 A0 £F JE HR 0 A

P RERHEE BB A& RN
[ B9 R A 2

¢ R-T—tE-A-AHHEE
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

2. ADOPTION OF NEW/REVISED HKFRSs

(continued)
(b) New and revised HKFRSs that have been

issued but are not yet effective (continued)

The Group is in the process of making an
assessment of what the impact of these
amendments and new standards is expected to
be in the period of initial application. So far it has
concluded that the adoption of them is unlikely
to have a significant impact on the consolidated
financial statements except for the following:

HKFRS 9 - Financial Instruments

HKFRS 9 has introduced new requirements for a)
classification and measurement of financial assets,
b) impairment of financial assets and c) general
hedge accounting.

Specifically, with regard to the classification and
measurement of financial assets, HKFRS 9 requires
all recognised financial assets that are within the
scope of HKFRS 9 to be subsequently measured at
amortised cost or fair value. Debt investments that
are held within a business model whose objective is
to collect the contractual cash flows, and that have
contractual cash flows that are solely payments of
principal and interest on the principal outstanding
are generally measured at amortised cost at the end
of each of the subsequent accounting periods. Debt
investments that are held within a business model
whose objective is achieved both by collecting
contractual cash flows and selling financial assets,
and that have contractual terms that are solely
payments of principal and interest on the principal
amount outstanding, are generally measured at
fair value through other comprehensive income
("FVTOCI"). All other debt investments and equity
investments are measured at their fair value at the
end of subsequent accounting periods. Further,
under HKFRS 9, entities may make an irrevocable
election to present subsequent changes in the fair
value of an equity investment (that is not held for
trading nor contingent consideration recognised
by an acquirer in a business combination to which
HKFRS 3 applies) in other comprehensive income,
with only dividend income generally recognised in
profit or loss and that cumulative fair value changes
will not be reclassified to profit or loss upon
derecognition of the investment.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

2. ADOPTION OF NEW/REVISED HKFRSs

(continued)
(b) New and revised HKFRSs that have been

issued but are not yet effective (continued)

HKFRS 9 - Financial Instruments (continued)

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

With regard to impairment of financial assets,
HKFRS 9 has adopted an expected credit loss model,
as opposed to an incurred credit loss model required
under HKAS 39. In general, the expected credit
loss model requires an entity to assess the change
in credit risk of the financial asset since initial
recognition at each reporting date and to recognise
the expected credit loss depending on the degree of
the change in credit risk.

With regard to the general hedge accounting
requirements, HKFRS 9 retains the three types of
hedge accounting mechanisms currently available
in HKAS 39. Under HKFRS 9, greater flexibility has
been introduced to the types of transactions eligible
for hedge accounting, specifically broadening
the types of instruments that qualify for hedging
instruments and the types of risk components
of non-financial items that are eligible for hedge
accounting. In addition, the effectiveness test has
been overhauled and replaced with the principle
of an ‘economic relationship’. Retrospective
assessment of hedge effectiveness is also no longer
required. Enhanced disclosure requirements about
an entity’s risk management activities have also
been introduced.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

2. ADOPTION OF NEW/REVISED HKFRSs

(continued)
(b) New and revised HKFRSs that have been

issued but are not yet effective (continued)

HKFRS 9 - Financial Instruments (continued)

The Group is still in the process of assessing the
impact of HKFRS 9. The directors of the Company
believe that it is impractical to disclose the impact
in these consolidated financial statements until the
Group has completed the assessment.

HKFRS 15 — Revenue from Contracts with
Customers

HKFRS 15 establishes a single comprehensive model
for entities to use in accounting for revenue arising
from contracts with customers. HKFRS 15 will
supersede the current revenue recognition guidance
including HKAS 18 Revenue, HKAS 11 Construction
Contracts and the related Interpretations when it
becomes effective.

The core principle of HKFRS 15 is that an entity
should recognise revenue to depict the transfer
of promised goods or services to customers in an
amount that reflects the consideration to which the
entity expects to be entitled in exchange for those
goods or services. Specifically, HKFRS 15 introduces
a 5-step approach to revenue recognition:

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

Step 2: Identify the performance obligations in the
contract

Step 3: Determine the transaction price

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

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

Under HKFRS 15, an entity recognises revenue when
a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the
particular performance obligation is transferred to
the customer.

Far more prescriptive guidance has been added
in HKFRS 15 to deal with specific scenarios.
Furthermore, extensive disclosures are required by
HKFRS 15.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

2. ADOPTION OF NEW/REVISED HKFRSs 2. RINFET REBFTEBBER
(continued) EXER| (&)

(b) New and revised HKFRSs that have been

issued but are not yet effective (continued)

HKFRS 15 Amendments — Clarification to
Revenue from Contracts with Customers

The amendments to HKFRS 15 included
clarifications on identification of performance
obligations; application of principal versus agent;
licenses of intellectual property; and transition
requirements.

The Group is still in the process of assessing the
impact of HKFRS 15. The directors of the Company
believe that it is impractical to disclose the impact
in these consolidated financial statements until the
Group has completed the assessment.

HKFRS 16 Leases

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

With regard to lessee accounting, the distinction
of operating leases and finance leases, as required
by HKAS 17, has been replaced by a model which
requires a right-of-use asset and a corresponding
liability to be recognised for all leases by lessees
except for short-term leases and leases of low value
assets. Specifically, the right-of-use asset is initially
measured at cost and subsequently measured at
cost (subject to certain exceptions) less accumulated
depreciation and impairment losses, adjusted for
any re-measurement of the lease liability. The lease
liability is initially measured at the present value
of the lease payments that are not paid at that
date. Subsequently, the lease liability is adjusted
for interest and lease payments. Furthermore, the
classification of cash flows will also be affected
as operating lease payments under HKAS 17 are
presented as operating cash flows; whereas, under
the HKFRS 16 model, the lease payments will be
split into a principal and an interest portion which
will be presented as financing and operating cash
flows respectively.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

2. ADOPTION OF NEW/REVISED HKFRSs

(continued)
(b) New and revised HKFRSs that have been

issued but are not yet effective (continued)
HKFRS 16 Leases (continued)

With regard to lessor accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17, and continues to require
a lessor to classify a lease either as an operating
lease or a finance lease.

Furthermore, HKFRS 16 requires extensive disclosures
in the consolidated financial statements.

The Group is in the process of assessing the impact
of HKFRS 16. The directors of the Company believe
that it is impractical to disclose the impact in these
consolidated financial statements until the Group
has completed the assessment.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1 Basis of preparation

The consolidated financial statements on pages
51 to 152 have been prepared in accordance with
HKFRSs which collective term includes all applicable
individual Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (“HKASs”) and
Interpretations issued by the HKICPA, accounting
principles generally accepted in Hong Kong and
the disclosure requirements of the Hong Kong
Companies Ordinance. The consolidated financial
statements also comply with the applicable
disclosure provisions of the Rules Governing the
Listing of Securities on the Stock Exchange (the
“Listing Rules”).

Rosan Resources Holdings Limited Annual Report 2016
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FES:HEHMESE)
POLICIES (continued)
3.1 Basis of preparation (continued) 3.1 REEE(E)
The significant accounting policies that have been %ﬁ%lﬁtﬁm/\gﬂxﬁ&%ﬁﬂmﬁﬁz
used in the preparation of the consolidated financial FTEETBERMAM T R %

statements are summarised below. These policies
have been consistently applied to all the years
presented unless otherwise stated. The adoption of
new or amended HKFRSs and the impacts on the
Group's consolidated financial statements, if any,
are disclosed in note 2.

The consolidated financial statements have been
prepared under historical cost convention. The
measurement bases are fully described in the
accounting policies below.

It should be noted that accounting estimates
and assumptions are used in preparation of the
consolidated financial statements. Although
these estimates are based on management’s best
knowledge and judgement of current events and

Fraish - ZEBRERERAA 275
FEEBER - KA REE
.JZ%E A 75 ¥R 5 R R DA R K
BiraMBHRR < FE(MB)
B(‘WEZW%&&W

RABBHRERTIBBELKAE
RARE - BT 2 EBIFER
TR ©

BREBRE  NREGEEMB®RER
R T gstEst MRR-@EE
FZEGEF AN E R E A &
EREHRITEZHE - BERE
%E— A EREZEREEE

actions, actual results may ultimately differ from By hmEH s s EEm
those estimates. The areas involving a higher Z%Bl HRR Rt AR S B

degree of judgement or complexity, or areas where
assumptions and estimates are significant to the
consolidated financial statements, are disclosed in
note 4.

Going concern basis

The Group incurred a consolidated net loss
of approximately HK$261,026,000 (2015:
approximately HK$370,332,000) for the year
ended 31 December 2016 and, as of that date, the
Group had net current liabilities of approximately
HK$487,158,000 (2015: approximately
HK$421,818,000). These conditions indicate the
existence of a material uncertainty that may cast
significant doubt about the Group’'s ability to
continue as a going concern and therefore it may
be unable to realise its assets and discharge its
liabilities in the normal course of business.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.1 Basis of preparation (continued)
Going concern basis (continued)

In order to improve the Group’s financial positions,
liquidity and cash flows, the directors of the
Company have adopted or in the process of
adopting the following measures:

(@) The Group has been taking stringent cost
controls in different areas, such as in the cost
of sales and administrative expenses;

(b) The Group has entered into a framework
agreement with a bank in the PRC. According
to the framework agreement, the bank has
agreed to renew the current banking facility
to the Group with amount of RMB85,000,000
(2015: RMB90,000,000) (equivalent to
approximately HK$94,894,000 (2015:
approximately HK$107,433,000)) upon its
expiry if there is no significant adverse changes
in the operational and financial conditions
of the major PRC subsidiaries of the Group.
Besides, the bank has preliminarily agreed
to offer the Group for an additional banking
facility for an amount of RMB400,000,000
(equivalent to approximately HK$446,560,000)
when it is required by the Group in the next
two years from May 2016. The bank has the
final and conclusive right to determine the
grant of such facilities;
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.1 Basis of preparation (continued)

Going concern basis (continued)

(@]

The Group has been liaising with certain banks
in relation to the renewal of its borrowing
amounting to RMB423,881,000 (equivalent
to approximately HK$473,221,000) as at 31
December 2016, which would be due within
twelve months from the reporting date.
Subsequent to the end of the reporting period
and up to the date when the consolidated
financial statements are authorised for
issuance, the Group has renewed certain
bank borrowings with an aggregate principal
amount of RMB90,000,000 (equivalent to
approximately HK$100,476,000). In the
opinion of the directors of the Company,
considered the long term relationships and
also their understanding from the banks, the
remaining bank borrowings with an aggregate
principal amount of RMB303,817,000
(equivalent to approximately HK$339,181,000)
that will be due for payment within 12 months
from the reporting date will be renewed upon
maturity; and
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.1

3.2

Basis of preparation (continued)
Going concern basis (continued)

(d) The Group from time to time reviews its
investment projects and may adjust the
investment strategies in order to enhance the
cash flow position of the Group whenever it is
necessary.

Taking into account the above measures and after
assessing the Group’s current and future cash flow
positions, the directors of the Company are satisfied
that the Group will be able to meet their financial
obligations when they fall due. Accordingly, the
directors of the Company are of the opinion that it
is appropriate to prepare the consolidated financial
statements on a going concern basis.

Should the Group be unable to continue in business
as a going concern, adjustments would have to be
made to write down the carrying amounts of assets
to their estimated recoverable amounts, to reclassify
non-current assets and liabilities as current assets
and liabilities respectively, and to provide for any
further liabilities which may arise. The effects of
these adjustments have not been reflected in the
consolidated financial statements.

Basis of consolidation

These consolidated financial statements include
the financial statements of the Company and its
subsidiaries for the year ended 31 December 2016.
The financial statements of subsidiaries are prepared
for the same reporting period as the Company,
using consistent accounting policies. The results
of subsidiaries are consolidated from the date on
which the Group obtains control, and continue to
be consolidated until the date that such control
ceases.

Profit or loss and each component of other
comprehensive income are 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
transactions, balances, income and expenses are
eliminated in full on consolidation.
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For the year ended 31 December 2016 #HZ—F

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.2 Basis of consolidation (continued)

3.3

The Group reassesses whether or not it controls
an investee if facts and circumstances indicate that
there are changes to one or more of the three
elements of control described in the accounting
policy for subsidiaries below. A change in the
ownership interest of a subsidiary, without loss of
control, is accounted for an equity transaction.

Changes in the Group’s ownership interests in a
subsidiary that do not result in the Group losing
control over a subsidiary are accounted for as equity
transactions.

When the Group loses control of a subsidiary,
the profit or loss on disposal is calculated as
the difference between (i) the aggregate of the
fair value of the consideration received and the
fair value of any investment retained and (ii) the
previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and
any non-controlling interests. The Group’s share
of components previously recognised in other
comprehensive income is reclassified to income
statement or retained profits, as appropriate, on the
same basis as would be required if the Group had
directly disposed of the related assets or liabilities.

Business combination and goodwill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is
the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed by the
Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange
for control of the acquiree. For each business
combination, the Group elects whether to measure
the non-controlling interests in the acquiree that are
present ownership interests and entitle their holders
to a proportionate share of net assets in the event
of liquidation at fair value or at the proportionate
share of the acquiree’s identifiable net assets. All
other components of non-controlling interests are
measured at fair value. Acquisition-related costs are
expensed as incurred.
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For the year ended 31 December 2016 HZE_—FT—NF+_HA=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

3.3 Business combination and goodwiill

TESHERBE#)

3.3 ¥KSHEEE (&)

72

(continued)

When the Group acquires a business, it assesses
the financial assets and liabilities assumed for
appropriate classification and designation in
accordance with the contractual terms, economic
circumstances and pertinent conditions as at the
acquisition date. This includes the separation of
embedded derivatives in host contracts of the
acquiree.

If the business combination is achieved in stages,
the previously held equity interest is remeasured
at its acquisition date fair value and any resulting
gain or loss is recongised in consolidated income
statement.

Any contingent consideration to be transferred
by the acquirer is recognised at fair value at the
acquisition date. Contingent consideration classified
as an asset or liability is measured at fair value with
changes in fair value recognised in consolidated
income statement. Contingent consideration
that is classified as equity is not remeasured and
subsequent settlement is accounted for within
equity.

Goodwill is initially measured at cost, being the
excess of the sum of the consideration transferred,
the amount of any non-controlling interests in
the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if
any) over the net of the acquisition-date amounts
of the identifiable assets acquired and the liabilities
assumed. If, after assessment, the net of the
acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of
the consideration transferred, the amount of any
non-controlling interests in the acquiree and the
fair value of the acquirer's previously held interest
in the acquiree (if any), the excess is recognised
immediately in consolidated income statement as a
bargain purchase gain.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHEHBESR)
POLICIES (continued)

3.3 Business combination and goodwiill

3.3 ¥KSHEEE (&)

(continued)

After initial recognition, goodwill is carried at cost
less accumulated impairment losses, if any, and is
presented separately in the consolidated statement
of financial position.

Goodwill is tested for impairment annually or more
frequently if events or changes in circumstances
indicate that the carrying value may be impaired.
For the purposes of impairment testing, goodwill
is allocated to each of the Group’s cash-generating
units (or groups of cash-generating units) that
is expected to benefit from the synergies of the
combination, irrespective of whether other assets
or liabilities of the Group are assigned to those
cash-generating units or groups of cash-generating
units. Impairment is determined by assessing the
recoverable amount of the cash-generating units
(or group of cash-generating units) to which
the goodwill relates. If the recoverable amount
of the cash-generating units (or group of cash-
generating units) is less than its carrying amount,
the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the
cash-generating unit (or group of cash-generating
units) and then to the other assets of the cash-
generating unit (or group of cash-generating
units) on a pro-rata basis based on the carrying
amount of each asset in the unit. Any impairment
loss recognised for goodwill is not reversed in
subsequent periods.

On disposal of a cash-generating unit (or group of
cash-generating units), the attributable amount of
goodwill is included in the determination of the
profit or loss on disposal.
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For the year ended 31 December 2016 #HZ—F

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.4

3.5

Subsidiaries

A subsidiary is an entity (including a structured
entity) controlled by the Company. Control is
achieved when the Group is exposed, or has rights,
to variable returns from its involvement with the
investee and has the ability to affect those returns
through its power over the investee (i.e., existing
rights that give the Group the current ability to
direct the relevant activities of the investee).

When the Company has, directly or indirectly, less
than a majority of the voting or similar rights of an
investee, the Group considers all relevant facts and
circumstances in assessing whether it has power
over an investee, including:

o the contractual arrangement with the other
vote holders of the investee;

o rights arising from other contractual
arrangements; and

o the Group’s voting rights and potential voting
rights.

Associates and joint ventures

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

A joint venture is a type of joint arrangement
whereby the parties have rights to the net assets of
the joint venture. Joint control is the contractually
agreed sharing of control of an arrangement,
which exists only when decisions about the relevant
activities require the unanimous consent of the
parties sharing control.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.5 Associates and joint ventures (continued)

Investment in associates or a joint venture is
accounted for in the consolidated financial
statements under the equity method, less any
impairment losses, unless it is classified as held
for sale. Adjustments are made to bring into line
any dissimilar accounting policies that may exist.
Under the equity method, the investment is initially
recorded at cost, adjusted for any excess of the
Group’s share of the acquisition-date fair values
of the investees’ identifiable net assets over the
cost of the investment (if any). Thereafter, the
investment is adjusted for the post-acquisition
change in the Group’s share of the investees net
assets and any impairment loss relating to the
investment. Any acquisition-date excess over cost,
the Group's share of the post-acquisition, post-tax
results of the investees and any impairment losses
for the year are recognised in the consolidated
income statement, whereas the Group’s share of
the post-acquisition post-tax items of the investees’
other comprehensive income is recognised in the
consolidated statement of comprehensive income.

When the Group’s share of losses exceeds its
interest in the associate or the joint venture, the
Group’s interest is reduced to zero and recognition
of further losses is discontinued except to the extent
that the Group has incurred legal or constructive
obligations or made payments on behalf of the
investee. For this purpose, the Group’s interest is
the carrying amount of the investment under the
equity method together with the Group’s long-term
interests that in substance form part of the Group’s
net investment in the associates or the joint venture.

Unrealised profits and losses resulting from
transactions between the Group and its associates
and joint venture are eliminated to the extent of
the Group’s interest in the investee, except where
unrealised losses provide evidence of an impairment
of the asset transferred, in which case they are
recognised immediately in consolidated income
statement. Goodwill arising from the acquisition of
associates or joint venture is included as part of the
Group’s investments in associates or joint venture.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.5 Associates and joint ventures (continued)

If an investment in an associate becomes an
investment in a joint venture or vice versa,
retained interest is not remeasured. Instead, the
investment continues to be accounted for under
the equity method. In all other cases, when the
Group ceases to have significant influence over an
associate or joint control over a joint venture, it is
accounted for as a disposal of the entire interest
in that investee, with a resulting gain or loss being
recognised in consolidated income statement. Any
interest retained in that former investee at the date
when significant influence or joint control is lost is
recognised at fair value and this amount is regarded
as the fair value on initial recognition of a financial
asset.

When investment in associates or a joint venture
is classified as held for sale, it is accounted for in
accordance with HKFRS 5.

3.6 Foreign currency translation

The consolidated financial statements are presented
in Hong Kong Dollars (“HK$"), which is also the
functional currency of the Company and all values
are rounded to the nearest thousand except when
otherwise indicated.

In the individual financial statements of the
consolidated entities, foreign currency transactions
are translated into the functional currency of
the individual entity using the exchange rates
prevailing at the dates of the transactions. At
reporting date, monetary assets and liabilities
denominated in foreign currencies are translated
at the foreign exchange rates ruling at that date.
Foreign exchange gains and losses resulting from
the settlement of such transactions and from the
reporting date retranslation of monetary assets and
liabilities are recognised in consolidated income
statement. Non-monetary items carried at fair
value that are denominated in foreign currencies
are retranslated at the rates prevailing on the
date when the fair value was determined and are
reported as part of the fair value gain or loss. Non-
monetary items that are measured at historical cost
in a foreign currency are not retranslated.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHEHBESR)
POLICIES (continued)

3.6 Foreign currency translation (continued)

3.6 SMEBRE(E

In the consolidated financial statements, all
individual financial statements of foreign
operations, originally presented in a currency
different from the Group’s presentation currency,
have been converted into HK$. Assets and liabilities
have been translated into HK$ at the closing rate
at the reporting date. Income and expenses have
been converted into HK$ at the exchange rates
ruling at the transaction dates, or at the average
rates over the reporting period, provided that
the exchange rate do not fluctuate significantly.
Any differences arising from this procedure have
been recognised in consolidated statement of
comprehensive income and accumulated separately
in the exchange fluctuation reserve in equity. On
disposal of a foreign entity, the deferred cumulative
amount recognised in exchange fluctuation reserve
relating to that particular foreign operation is
recognised in the consolidated income statement.
Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the
carrying amounts of assets and liabilities arising on
acquisition are treated as assets and liabilities of the
foreign operation and translated at the closing rate.
For the purpose of the consolidated statement of
cash flows, the cash flows of overseas subsidiaries
are translated into HK$ at the exchange rates ruling
at the dates of the cash flows. Frequently recurring
cash flows of overseas subsidiaries which arise
throughout the year are translated into HK$ at the
weighted average exchange rates for the year.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.7

3.8

Revenue recognition

Revenue comprises the fair value for the sale
of goods, net of value-added tax, rebates and
discounts. Provided it is probable that the economic
benefits will flow to the Group and revenue and
costs, if applicable, can be measured reliably,
revenue is recognised as follows:

- Revenue from sale of coal, ancillary materials
and consumable tools and trading of
purchased coal are recognised upon transfer of
significant risks and rewards of ownership to
the customers. This is usually taken as the time
when goods are delivered and customer has
accepted the goods.

- Interest income is accrued on time-proportion
basis on the principal outstanding using
effective interest method.

Borrowing costs

Borrowing costs that are directly attributable to
the acquisition, construction or production of an
asset which necessarily takes a substantial period
of time to get ready for its intended use or sale are
capitalised as part of the cost of that asset. Other
borrowing costs are expensed in the period in which
they are incurred.

The capitalisation of borrowing costs as part of
the cost of a qualifying asset commences when
expenditure for the asset is being incurred,
borrowing costs are being incurred and activities
that are necessary to prepare the asset for its
intended use or sale are in progress. Capitalisation
of borrowing costs is suspended or ceases when
substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are
interrupted or complete.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHEHBESR)
POLICIES (continued)

3.9 Intangible assets (other than goodwill and

3.9 BEE(BERREERN)

mining rights)

Intangible assets acquired separately are recognised
initially at cost. After initial recognition, intangible
assets with finite useful lives are carried at cost less
accumulated amortisation and any impairment loss.
Amortisation for intangible assets with finite useful
lives is provided on straight-line method over their
estimated useful lives of two years.

Intangible assets with indefinite useful lives are
carried at cost less any subsequent impairment
losses. Intangible assets are tested for impairment
as described below in note 3.12. Amortisation
commences when intangible assets are available for
use.

3.10 Mining rights

Mining rights are stated at cost less accumulated
amortisation and any identified impairment losses
and are amortised using units-of-production method
over the proved and probable reserves of the coal
mines.

3.11 Property, plant and equipment

Buildings held for own use which are situated on
leasehold land, where the fair value of the building
could be measured separately from the fair value
of the leasehold land at the inception of the lease,
and other items of property, plant and equipment,
other than construction in progress (“CIP"), are
stated at cost less accumulated depreciation and
any identified impairment losses. The cost of an
asset comprises its purchase price and any directly
attributable costs of bringing the asset to the
working condition and location for its intended use.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TESHTHEHBESR)
POLICIES (continued)

3.11 Property, plant and equipment (continued) 3.1 3% - BERRE(E)

80

Depreciation on property, plant and equipment is
provided to write off the cost less their estimated
residual values over their estimated useful lives,
using straight-line method, at the following rates
per annum:

ME WERRETERERE
PEET IR R AT B E - LA
SHAC AR Bl 5T 8RB - FF R0
T

Buildings and mining The shorter of the lease terms BFREBRREEYN UHBREFE %
structures and 5% per annum BRERE
Plant and machineries 4% to 33% per annum B R BFA%ZE33%

Mining related machinery  10% to 20% per annum
and equipment

Furniture, fixtures and 10% to 20% per annum
equipment

Leasehold improvement  The shorter of the lease terms

FRABRER  BF10%E20%
B4
B RERRE 8F10%220%

MEMEERE  UEHREF10%E

and 10% to 20% per 0% 2 BRERE
annum
Motor vehicles 10% to 25% per annum e BE10%ZE25%

The asset’s estimated residual value, depreciation
method and estimated useful lives are reviewed, and
adjusted if appropriate, at each reporting date.

Gain or loss arising on retirement or disposal is
determined as the difference between the sales
proceeds and the carrying amount of the asset and
is recognised in consolidated income statement.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can be
measured reliably. All other costs, such as repairs
and maintenance are charged to consolidated
income statement during the financial period in
which they are incurred.

CIP, which mainly represents construction on
buildings and mining structures, is stated at
cost less any identified impairment losses. Cost
comprises direct costs incurred during the periods
of construction, installation and testing. No
depreciation is provided on CIP. CIP is reclassified
to the appropriate category of property, plant and
equipment when the construction is completed and
the asset is ready for use.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHEHMES)
POLICIES (continued)

3.12 Impairment of non-financial assets

312 FERMEEZRIE

An assessment is made at the end of each reporting
period as to whether there is an indication that
previously recognised impairment losses may
no longer exist or may have decreased. If such
an indication exists, the recoverable amount is
estimated. A previously recognised impairment loss
of an asset other than goodwill is reversed only if
there has been a change in the estimates used to
determine the recoverable amount of that asset, but
not to an amount higher than the carrying amount
that would have been determined (net of any
depreciation/amortisation) had no impairment loss
been recognised for the asset in prior years.

Goodwill and other intangible assets with an
indefinite useful life or those not yet available for
use are tested for impairment at least annually,
irrespective of whether there is any indication that
they are impaired. All other assets are tested for
impairment whenever there are indications that the
assets carrying amount may not be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of fair value,
reflecting market conditions 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 assessment of time value of
money and the risk specific to the asset.

For the purposes of assessing impairment,
where an asset does not generate cash inflows
largely independent from those of other assets,
the recoverable amount is determined for the
smallest group of assets that generate cash inflow
independently (i.e. a cash-generating unit (“"CGU")).
As a result, some assets are tested individually for
impairment and some are tested at CGU level.
Goodwill in particular is allocated to those CGUs
that are expected to benefit from synergies of the
related business combination and represent the
lowest level within the Group at which the goodwiill
is monitored for internal management purpose.
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For the year ended 31 December 2016 HZE_—FT—NF+_HA=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

3.12 Impairment of non-financial assets

TESHERBE#)

312 FERMEEZRMME(E)

82

(continued)

Impairment losses recognised for CGUs, to which
goodwill has been allocated, are credited initially
to the carrying amount of goodwill. Any remaining
impairment loss is charged pro rata to the other
assets in the CGUs, except that the carrying value
of an asset will not be reduced below its individual
fair value less cost of disposal, or value-in-use, if
determinable.

An impairment loss on goodwill is not reversed in
subsequent periods.

3.13 Operating lease charges

Where the Group has the use of assets held
under operating leases, payments made under
the leases are charged to the consolidated income
statement in equal instalments over the accounting
periods covered by the lease term, except where
an alternative basis is more representative of the
pattern of benefits to be derived from the leased
assets. Lease incentives received are recognised in
the consolidated income statement as an integral
part of the aggregate net lease payments made.
Contingent rentals, if any, are charged to the
consolidated income statement in the accounting
period in which they are incurred.

3.14 Financial assets

All financial assets are recognised when, and
only when, the Group becomes a party to the
contractual provisions of the instrument. Regular
way purchases of financial assets are recognised on
trade date. When financial assets are recognised
initially, they are measured at fair value, plus in the
case of investments not at fair value through profit
or loss, directly attributable transaction costs.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHEHBESR)
POLICIES (continued)

3.14 Financial assets (continued)

.14 ERMEE ()

Derecognition of financial assets occurs when the
rights to receive cash flows from the investments
expire or are transferred and substantially all of
the risks and rewards of ownership have been
transferred. At each reporting date, financial assets
are reviewed to assess whether there is objective
evidence of impairment. If any such evidence exists,
impairment loss is determined and recognised based
on the classification of the financial asset.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. These are
subsequently measured at amortised cost using
effective interest method, less any impairment
losses. Amortised cost is calculated taking into
account any discount or premium on acquisition
and includes fees that are an integral part of the
effective interest rate and transaction cost.

Available-for-sale financial assets

For available-for-sale equity investments that do not
have a quoted market price in an active market and
whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled by
delivery of such unquoted equity instruments, they
are measured at cost less any identified impairment
losses.

Impairment of financial assets

At each reporting date, financial assets other than
at fair value through profit or loss are reviewed to
determine whether there is any objective evidence
of impairment.
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For the year ended 31 December 2016 HZE_—FT—NF+_HA=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

3.14 Financial assets (continued)

TESHERBE#)

3.14 ERMEE ()

84

Impairment of financial assets (continued)

Objective evidence of impairment of individual

TREERE (&)
ErlermEERE TBERE

financial assets includes observable data that comes EAEEEBR Y —BZIEE
to the attention of the Group about one or more of BE M 7 RBEE -

the following loss events:

—  Significant financial difficulty of the debtor; - BEBALREAVBEE:

= A breach of contract, such as a default or
delinquency in interest or principal payments;

— It becoming probable that the debtor will enter
bankruptcy or other financial reorganisation;

- Significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtor; and

— A significant or prolonged decline in the fair
value of an investment in an equity instrument
below its cost.

Loss events in respect of a group of financial assets
include observable data indicating that there is a
measurable decrease in the estimated future cash
flows from the group of financial assets. Such
observable data includes but not limited to adverse
changes in the payment status of debtors in the
group and, national or local economic conditions
that correlate with defaults on the assets in the

group.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.14 Financial assets (continued)
Impairment of financial assets (continued)

If any such evidence exists, the impairment loss is
measured and recognised as follows:

(i) Financial assets carried at amortised cost

If there is objective evidence that an
impairment loss on loans and receivables
has been incurred, the amount of the loss is
measured as the difference between the assets
carrying amount and the present value of
estimated future cash flows (excluding future
credit losses that have not been incurred)
discounted at the financial assets original
effective interest rate (i.e. the effective interest
rate computed at initial recognition). The
amount of loss is recognised in consolidated
income statement of the period in which the
impairment occurs.

If, in subsequent period, the amount of
the impairment loss decreases and the
decrease can be related objectively to
an event occurring after the impairment
was recognised, the previously recognised
impairment loss is reversed to the extent that
it does not result in a carrying amount of the
financial asset exceeding what the amortised
cost would have been had the impairment not
been recognised at the date the impairment
is reversed. The amount of the reversal is
recognised in consolidated income statement
of the period in which the reversal occurs.

(if)  Available-for-sale financial assets

For available-for-sale equity investment that
is carried at cost, the amount of impairment
loss is measured as the difference between
the carrying amount of the asset and the
present value of estimated future cash flows
discounted at the current market rate of return
for a similar financial asset. Such impairment
loss is not reversed.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.15 Financial liabilities

The Group’s financial liabilities include bank loans,
accounts and bills payables, other payables and
accruals and amount due to an associate.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions
of the instrument. All interest related charges
are recognised in accordance with the Group's
accounting policy for borrowing costs.

A financial liability is derecognised when the
obligation under the liability is discharged or
cancelled or expires.

Where an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and the recognition of a new
liability, and the difference in the respective carrying
amount is recognised in consolidated income
statement.

Borrowings

Borrowings, which include bank loans, are
recognised initially at fair value, net of transaction
costs incurred. Borrowings are subsequently
stated at amortised cost, any difference between
the proceeds (net of transaction costs) and the
redemption value is recognised in consolidated
income statement over the period of the borrowings
using effective interest method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least 12 months
after the reporting date.

Accounts and bills payables/other payables
and accruals/amount due to an associate

These are recognised initially at their fair value and
subsequently measured at amortised cost, using the
effective interest method.

Rosan Resources Holdings Limited Annual Report 2016

3.

TESHERBE#)

.15 ¢mAaE

AEBEZEMABERRERTE
F BNRRNREE AR
IR N e B K — A
NI/

TREBEEASERASME TR
BRBXOFTORER B
HEA S X HEIRBEAEE
ZEERA SR BRER -

= RER TR TERERR REH
SEME BERERSRE

Eézo

HREEBABEHAR—ERAR
ARHETRZIGEFIAE —HERE
BEE - HIRE B EIRREAE
&2k RIA B S E AR VB AR
GHERAREBENMERNAE
mARBEEER 2 ZBRES
Yo ek R BERR ©

EE

BE(BRERITEF)NFEAF
B(HREELEZRFHAA)HE
RoEEERZEHHFEXAT
B IS RIR(IBR R ZARA) E
BREEERERERERMN
BEREEHRAS S W R E

o
e ©

BESIBARDAR HAEE
BEKEMEANELTEZAEZH
RExkEHEHEZE D126 A 8
BRI o

IR R F5 - H AT
BRETER B —EBE
RAFE
BRARBENF IR E R ERE
R HRERERN SRR EH
XA E



A \\ \N
Notes to the Financial Statements

ot 3% ¥R AR MY A

For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHEHMES)
POLICIES (continued)

3.16 Inventories 3.16 &

Inventories are carried at the lower of cost and net
realisable value. Inventories comprise coal, spare
parts and consumable store for trading and own
consumption purposes. Costs of coal is determined
using weighted average basis whereas costs of spare
parts and consumables are stated at first-in, first-
out or weighted average basis as appropriate, and
in the case of work in progress and finished goods,
comprise direct materials, direct labour and an
appropriate proportion of overheads.

Net realisable value is the estimated selling price in
the ordinary course of business less the estimated
costs of completion and the estimated costs
necessary to make the sale.

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in the
period in which the related revenue is recognised.
The amount of any write-down of inventories to
net realisable value and all losses of inventories are
recognised as an expense in the period the write-
down or loss occurs. The amount of any reversal
of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised
as an expense in the period in which the reversal
occurs.

3.17 Income taxes

Income tax represents the sum of current and
deferred tax. Income tax relating to items
recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive
income or directly in equity.

Current tax assets and liabilities are measured at
the amount expected to be recovered from or paid
to the taxation authorities, based on tax rates (and
tax laws) that have been enacted or substantively
enacted by the end of the reporting period, taking
into consideration interpretations and practices
prevailing in the countries in which the Group
operates.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.17 Income taxes (continued)

Deferred tax is provided, using the liability method,
on all temporary differences at the end of the
reporting period between the tax bases of assets
and liabilities and their carrying amounts for
financial reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:—

o when the deferred tax liability arises from
the initial recognition of goodwill or an
asset or liability in a transaction that is not a
business combination and, at the time of the
transaction, affects neither the accounting
profit nor taxable profit or loss; and

o in respect of taxable temporary differences
associated with investments in subsidiaries,
associates and joint venture, when the timing
of the reversal of the temporary differences
can be controlled and it is probable that the
temporary differences will not reverse in the
foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused
tax credits and any unused tax losses. Deferred
tax assets are recognised to the extent that it
is probable that taxable profits will be available
against which deductible temporary differences, the
carryforward of unused tax credits and unused tax
losses can be utilised, except:

Rosan Resources Holdings Limited Annual Report 2016
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

3.17 Income taxes (continued)

TESHERBE#)

3.17 B8 (&)

o When the deferred tax asset relating to
the deductible temporary differences arises
from the initial recognition of an asset
or liability in a transaction that is not a
business combination and, at the time of the
transaction, affects neither the accounting
profit nor taxable profit or loss; and

o in respect of deductible temporary differences
associated with investments in subsidiaries,
associates and joint venture, deferred tax
assets are only recognised to the extent that it
is probable that the temporary differences will
reverse in the foreseeable future and taxable
profit will be available against which the
temporary differences can be utilised.

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 profit will be available to
allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are
reassessed at the end of each reporting period and
are recognised to the extent that it has become
probable that sufficient taxable profit will be
available to allow all or part of the deferred tax
asset to be recovered.

Deferred tax is calculated, without discounting,
at the tax rates that are expected to apply in the
period when the asset is realised or the liability is
settled, based on the tax rates (and tax laws) that
have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax assets and liabilities are offset when
they relate to income taxes levied by the same
taxation authority and the Group intends to settle
its current tax assets and liabilities on a net basis.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.18 Employee benefits

Retirement benefit obligations

The Group operates a defined contribution
Mandatory Provident Fund retirement benefit
scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance for all of its
employees in Hong Kong. Contributions are made
based on a percentage of the employees’ basic
salaries and are charged to the consolidated income
statement as they become payable in accordance
with the rules of the MPF Scheme. The assets of the
MPF Scheme are held separately from those of the
Group in an independently administered fund.

The employees of the subsidiaries within the Group
which operate in the PRC are required to participate
in the central pension scheme operated by the local
municipal government. These PRC subsidiaries are
required to contribute a percentage of their payroll
costs to the central pension scheme as specified by
the local municipal government. The contributions
are charged to the consolidated income statement
as they become payable in accordance with the
rules of the central pension scheme.

Short-term employee benefits

Salaries, annual bonuses, paid annual leave and the
cost of non-monetary benefits are accrued in the
year in which the associated services are rendered
by employees. Where payment or settlement is
deferred and the effect would be material, these
amounts are stated at their present values.

Share-based employee compensation

The Group operates equity-settled share-based
compensation plans for remuneration of its
employees and its directors.

All employee services received in exchange for
the grant of any share-based compensation are
measured at their fair values. These are indirectly
determined by reference to the share options
awarded. Their value is appraised at the grant date
and excludes the impact of any non-market vesting
conditions.
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For the year ended 31 December 2016 HZE_—FT—NF+_HA=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHEHBESR)
POLICIES (continued)

3.18 Employee benefits (continued) 3.18 BE®EHI (&)

Share-based employee compensation
(continued)

All share-based compensation is recognised as an
expense in consolidated income statement with
a corresponding credit to share option reserve. If
vesting periods or other vesting conditions apply,
the expense is allocated over the vesting period,
based on the best available estimate of the number
of share options expected to vest. Non-market
vesting conditions are included in assumptions
about the number of options that are expected to
vest. Estimates are subsequently revised, if there
is any indication that the number of share options
expected to vest differs from previous estimates. No
adjustment to expense recognised in prior periods is
made if fewer share options ultimately are exercised
than originally vested.

Upon exercise of share options, the proceeds
received net of any directly attributable transaction
costs up to the nominal value of the share issued
are reallocated to share capital with any excess
being recorded as share premium. When the vested
share options are lapsed, forfeited or still not
exercised at the expiry date, the amount previously
recognised in equity will be transferred to retained
profits.

3.19 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand
and demand deposits, and short-term highly
liquid investments which are readily convertible
into known amounts of cash, are subject to an
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insignificant risk of changes in value, and have a R—RE=EARN-
short maturity of generally within three months
when acquired.

3.20 Share capital 3.20 R&

Ordinary shares are classified as equity. Incremental
costs directly attributable to the issue of new shares
or options are shown in equity as a deduction, net
of tax, from the proceeds.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.21 Provisions and contingent liabilities

Provisions are recognised when the Group has a
present obligation (legal or constructive) as a result
of a past event, and it is probable that an outflow
of economic benefits will be required to settle the
obligation and a reliable estimate of the amount of
the obligation can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditure expected to settle
the obligation.

All provisions are reviewed at each reporting date
and adjusted to reflect the current best estimate.

Where it is not probable that an outflow of
economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the
probability of outflow of economic benefits is
remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-
occurrence of one or more future uncertain events
not wholly within the control of the Group are
also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is
remote.

Financial guarantee contracts

Financial guarantee contracts issued by the Group
are those contracts that require a payment to
be made to reimburse the holder for a loss it
incurs because the specified debtor fails to make
a payment when due in accordance with the
terms of a debt instrument. A financial guarantee
contract is recognised initially as a liability at its
fair value, adjusted for transaction costs that are
directly attributable to the issuance of the financial
guarantee contract, except when such a contract is
recognised at fair value through profit or loss.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESHHEHBESR)
POLICIES (continued)

3.21 Provisions and contingent liabilities

3.21 BERRAREE(E)

(continued)
Financial guarantee contracts (continued)

Subsequent to initial recognition, the Group
measures the financial guarantee contract at the
higher of: (i) the amount of the best estimate of the
expenditure required to settle the present obligation
at the end of each reporting period; and (ii) the
amount initially recognised less, when appropriate,
cumulative amortisation.

3.22 Segment reporting

The Group identifies operating segment and
prepares segment information based on the
regular internal financial information reported
to the executive directors for their decisions
about r e sources allocation to the Group ‘s
business components and for their review of the
performance of those components. The business
components in the internal financial information
reported to the executive directors are determined
following the Group‘s major product and service
lines.

The measurement policies the Group uses for
reporting segment results under HKFRS 8 are the
same as those used in its consolidated financial
statements prepared under HKFRSs.

3.23 Provision for reclamation obligations

The Group is required to make payments for
reclamation of the land after the underground
sites have been mined. Provision for reclamation
obligation is required when the Group has a
present obligation as a result of past event, and it
is probable that the Group will be required to settle
that obligation. Provisions are measured at the
directors best estimation of the expenditure required
to settle the obligation at the end of the reporting
period, and are discounted to present value where
the effect is material.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.24 Fair value measurement

A number of assets and liabilities included in the
Group’s consolidated financial statements require
measurement at, and/or disclosure of, fair value.

The fair value measurement of the Group’s
financial and non-financial assets and liabilities
utilises market observable inputs and data as far
as possible. Inputs used in determining fair value
measurements are categorised into different levels
based on how observable the inputs used in the
valuation technique utilised are (the “fair value
hierarchy”):

Level 1: Quoted prices in active markets for identical
items (unadjusted);

Level 2: Observable direct or indirect inputs other
than Level 1 inputs;

Level 3: Unobservable inputs (i.e. not derived from
market data).

The classification of an item into the above levels
is based on the lowest level of the inputs used
that has a significant effect on the fair value
measurement of the item. Transfers of items
between levels are recognised in the period they
occur.

The Group measures the CGU of production and
sale of coal impairment at fair value less cost of
disposal.

For more detailed information in relation to the fair
value measurement of the items above, please refer
to the applicable notes.
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For the year ended 31 December 2016 HZE_—FT—NF+_HA=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.25 Related parties

(a)

or

A person or a close member of that persons
family is related to the Group if that person:

(i) has control or joint control over the
Group;

(i) has significant influence over the Group;
or

(i) is a member of key management
personnel of the Group or the Company’s
parent.

An entity is related to the Group if any of the
following conditions apply:

(i)  The entity and the Group are members of
the same group (which means that each
parent, subsidiary and fellow subsidiary is
related to the others).

(i)  One entity is an associate or joint venture
of the other entity (or an associate or
joint venture of a member of a group of
which the other entity is a member).

(i) Both entities are joint ventures of the
same third party.

(iv) One entity is a joint venture of a third
entity and the other entity is an associate
of the third entity.

(v) The entity is a post-employment benefit
plan for the benefit of the employees
of the Group or an entity related to the
Group.

(vi) The entity is controlled or jointly
controlled by a person identified in (a).
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TESHTHEHBESR)
POLICIES (continued)

3.25 Related parties (continued) 3.5 B EAL ()
(b) (continued) (b) (#&)

(vii) A person identified in (a)(i) has significant Vi) @OFTARATEALTHE
influence over the entity or is a member BEBEATE NN
of key management personnel of the REBIZZERY
entity (or of a parent of the entity). RAIZEFEZEBEA

E o

(viii) The entity, or any member of a group (vii) ZEEIEMBEEE
of which it is a part, provides key BRI B A Bl RA
management personnel services to the SEAANEEZER
Group or to the Group’s parent. AIREETEEEASR

AR 7% o
Close members of the family of a person are those —BATHERBIERAR e
family members who may be expected to influence, ERANTEZERBNERIZ I
or be influenced by, that person in their dealings EENRKEKE -

with the entity.

4. CRITICAL ACCOUNTING ESTIMATES AND 4. BEREFEFTRAE

JUDGEMENTS

Estimates and judgements are continually evaluated and fHE R MBI B KE R EMEAE
are based on historical experience and other factors, (PHEMBEEEERBEILITEERERN
including expectations of future events that are believed SRR EIRTEHD ) VE B 21 o

to be reasonable under the circumstances.

Critical accounting estimates and assumptions EREH AT RER

The Group makes estimates and assumptions concerning AEBEEBEBARAKOGETREE-
the future. The resulting accounting estimates will, by FE L e G EARERERE
definition, seldom equal to the related actual results. The DLHER - FEAEERT —HHREE
estimates and assumptions that have a significant risk of ZEERBEREEEAFERZIERKX
causing a material adjustment to the carrying amounts B BT MR AR & ZI A0 T o

of assets and liabilities within the next financial year are
discussed below.
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4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Critical accounting estimates and assumptions
(continued)

(i)

(ii)

(iii)

Depreciation

Other than CIP, the Group depreciates property,
plant and equipment using straight-line method
over the estimated useful lives ranging between 3 to
25 years, starting from the date on which the assets
are ready for productive use. The estimated useful
lives reflect the directors’ estimate of the periods
that the Group intends to derive future economic
benefits from the use of the Group's property,
plant and equipment. The carrying amount of
property, plant and equipment as at 31 December
2016 was approximately HK$257.8 million (2015:
approximately HK$372.9 million). Further details are
disclosed in note 15.

Amortisation of mining rights

The Group amortises its mining rights using a
units-of-production method, utilising only proved
and probable coal reserves as the depletion
base. The estimated coal reserves and the related
future economic benefits were estimated by the
directors of the Company. Accounting policy on
mining rights is set out in note 3.10. The carrying
amount of mining rights as at 31 December
2016 was approximately HK$318.2 million (2015:
approximately HK$412.4 million). Further details are
disclosed in note 17.

Impairment of prepayments, deposits paid
and receivables

The Group’s management determines impairment
of prepayments, deposits paid and receivables on
a regular basis. This estimate is based on credit
history of its counter parties and current market
conditions. Management reassesses the impairment
of prepayments, deposits paid and receivables at the
reporting date.

4. EXREFHETRAE (&)

BEAREFHAFRER(E)

(i)

(i)

(iii)

e

BRERZIEN AEBFERAER
FHEEVRIEREEEN AR
B HBH3E2F 2 (EEH A
AR BB MR ETTES
E-HErrlERBAEEHA
SEEERTRASEZY
¥ BB KRBT ERKREER
HZHPE-R—ZT—XRFE+_A
=+—H YE BEERXHEZ
Bk ® 18 #) £257,800,000/% JT
(ZZF— A F : #372,900,000
BT E—HHFBHRERME
15 o

AEEEAFHARGRERE
A ELE - T B B A B A S AR
B Mt REME RIEEARK
KEF AR R ES M &R
BN BRENME3.10 -
R-ZE—RF+-_A=+—8"
KB E2ZEBDMEDN A
318,200,000/8 L ( —F— R F :
#9412,400,00058 7T ) # — =¥
BIHBERHITE7 -

BAHE EfZESRERK
I8 ol {8
AEBEREETHEEBEMNK
1B ERHRE KRR IERE it
BETIREBEEUFHZEER
BREETRmMELEEBR
WEBHEFTHEENRES
k& & e Y B RUE -

BMEEREREBRLA 2016FFH

N\

97




y/// A
Notes to the Financial Statements

Bt 3% 8RR MY A

For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Critical accounting estimates and assumptions

4. EXREFHETRAEE)

BEAREFH AT RER(E)

98

(continued)

(iii) Impairment of prepayments, deposits paid (iii) FANFHE ENEZELREKF
and receivables (continued) HRE (&)
The Group’s management reviews prepayments, AREEEREEF G EAR
deposits paid and receivables on a regular basis - BfRE REWGRIE - AR
to determine if any provision for impairment is FrhEEt R ERE - HE
necessary. The impairment loss on prepayments, REBIEARNANER S ELRE
deposits paid and receivables is established when FEWERIE 2 R A & Uk B Fr A R
there is objective evidence that the Group will not NFIE RREBEASNZEEIKK
be able to collect all amounts due according to BERS - Ems WEEKE
the original terms of receivables, to receive the 2 RENFRE - BRe RE
services, products or acquire the business operations WRIE IR REEE - SF M|
according to the original terms of contracts. HENMHERE - HF 7] se
Significant financial difficulties of the counter ESETIMBER  LARKERE
parties, probability that the counter parties will BEN R BB EIRS R
enter into bankruptcy or financial reorganisation, FEREZHR - BE-_ZT—
and default or delinquency in payments are FH+-A=1+—HILEFEFTEN
considered indicators that the deposit/receivable FE UL BE Tk N Ho A FE GRIE 7 BB
is impaired. The impairment loss of accounts B8 5 Bl 920,400,000 7o( =
receivable and other receivables provided during the T—HF : 491,800,000/ 7T) &
year ended 31 December 2016 were approximately #92,300,0008 T(—F—RH4F :
HK$20.4 million (2015: approximately HK$1.8 #716,700,00078 7T )° # — # &F
million) and approximately HK$2.3 million (2015: 1B BIREER M FE24 & 25 ©
approximately HK$16.7 million) respectively. Further
details are disclosed in notes 24 and 25 respectively.

(iv) Impairment of non-financial assets (iv) £ EERE

The Group assesses at each reporting date whether
there is any indication that non-financial assets with
definite lives may be impaired. If any such indication
exists, the Group estimates the recoverable amount
of the assets in accordance with the accounting
policy stated in Note 3.12. In assessing whether
there is any indication that non-financial assets may
be impaired, the Group considers indications from
both internal and external sources of information
such as evidence of obsolescence or decline in
economic performance of the assets, changes in
market conditions and economic environment.
These assessments are subjective and require
management’s judgements and estimations.
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For the year ended 31 December 2016 HZE_—FT—NF+_HA=+—HIFE

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Critical accounting estimates and assumptions

4. EXREFHETRAE (&)

BEAREFHAFRER(E)

(continued)

(iv) Impairment of non-financial assets (continued)

During the year ended 31 December 2016,
impairment loss on property, plant and equipment
of approximately HK$60.8 million (2015:
approximately HK$120.1 million) was recognised by
the Group and details of this impairment are set in
note 15.

During the year ended 31 December 2016,
impairment loss on mining rights of approximately
HK$64.3 million (2015: approximately HK$110.3
million) was recognised by the Group and details of
this impairment are set out in note 17.

(iv) ¥R EERE (&)

HE-_ZT—XF+=-A=+—H
IHEE AEEBRAME KR

RABHY BB E5184960,800,000
B oo 2T — H F: 8
120,100,000/8 7T ) BB IFH
FAKIEES5 ©

HE-_Z—X<F+=-A=+—8H
EFE  RNEBER %ﬂ);%ﬁgsﬁm
B E5 48 464,300,000/ 7T( =
=3m&E ¢ %@110,300,000;‘%7‘5%
BB IBH M7 ©

(v) Provision for reclamation obligations (v) BIZEEHREE
The provision is reviewed regularly to verify that it & 2B M IEE R IRIE R %8
properly reflects the remaining obligation arising EHEETHEEZHRTEAES

from current and past mining activities. Provision
for land reclamation is determined by management
based on their best estimates of the current and
future costs, latest government policies and past
experiences. The carrying amount of provision
for reclamation obligations as at 31 December
2016 was approximately HK$90.2 million (2015:
approximately HK$93.9 million). Further details are
disclosed in note 29.

Management determined that the probability
to make payment of such liability within twelve
months after the reporting period is remote taking
into account the industry practice and the Group’s
scenario, facts and circumstances. However,
management also considered that the relevant
government authorities have the sole discretion to
request payment of such liability. As the Group does
not have unconditional right to defer settlement
of such liability for at least twelve months after
the reporting period, accordingly, the provision
for reclamation obligations is classified as current
liabilities in accordance with HKAS 1.

- IhFAREHFEREEERE
A S AR R AN ~ Bl BRIBUAT BUR
KB EKS e EMETMER ©
R-E—XE+-_A=+—8"
MEERBE2ERAEBELN A
90,200,000/ (=& — A & :
#993,900,0007% T )° # — ¥
EB NG EYER

REBITEBOREAEENE
B-FERBERL EEBERR
REEHET —EARNINZE
B R RE - AT BEE
TR A - MBI 2R P AT 2 4 B
BERINZEBE - AREEE
TEFEEREERERERED
T EAEENEGEEN E
R ERBERREEGE
A 1SR mEBaE-
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

4. CRITICAL ACCOUNTING ESTIMATES AND

JUD

GEMENTS (continued)

Critical accounting estimates and assumptions

(cont

(vi)

5. REV

inued)
Central pension scheme

Certain subsidiaries of the Group in PRC are
required to contribute certain percentage on
their payroll costs for employees to the central
pension scheme. However, the implementation
and settlement of the contribution to the central
pension scheme varies among various Social Security
Bureaus in cities of the PRC, and the Group has not
finalised its contribution calculation and payments
with the local Social Security Bureau in the PRC.
Accordingly, significant judgement is required
in determining the amount of the contribution.
The Group recognised the contribution based on
management’s best estimates according to the
understanding of the rules of the central pension
scheme.

ENUE AND OTHER INCOME

Revenue represents the income arising from the Group’s

princi

pal activities which are the production and sale of

coal and the trading of purchased coal.

Revenue and other income recognised during the year are

5.

4. EXREFHETRAEE)

BEAREFH AT RER(E)

(vi) FREMKZTE
AEEE TR EAKHERRA
RESHFMNETADLRFR
BREEEIHER A KNP E
W % Bt S RE PR RE
REABETREERFAEE
BE - RAEE W ATEEH MG
B R m e Bt & RS ERPT¢E A
Re Bt BERRESBEEEL
EXRAE -AKEREEEERW
REMFT RE T RBERSEHER
A IR AR FER RS ER

W 2 K2 E U A

WaHREAEE X ZXB(AEREE
REHEARBAKRRKES)EL 2 W
Ae

FNHER < Wzt M EARALT

as follows:
2016 2015
HK$'000 HK$'000
“E-RE —T-h%F
TER TET
Revenue 6
Production and sale of coal BIREEREE 108,219 156,764
Trading of purchased coal BAEXES 610,660 565,046
718,879 721,810
Other income Hig A
Bank interest income SRATR BUA 18,423 33,496
Gain on disposals of property, plant and equipment  HEWE « BE &R E 2 Wies - 175
Reversal of provision for central pension scheme Bolh RIS 2B E 39,979 46,684
Sale of ancillary materials HEMRHEE 120 264
Others Hih 1,313 2,350
59,835 82,969
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

SEGMENT INFORMATION

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive
directors of the Company (the “Executive Directors”)
for their decisions about resources allocation to the
Group’s business components and for their review of
the performance of those components. The business
components in the internal financial information reported
to the Executive Directors are determined following the
Group’s major product and service lines.

An operating segment is a component of the Group that
is engaged in business activities from which the Group
may earn revenue and incur expenses, and is identified
on the basis of the internal management reporting
information that is provided to and regularly reviewed
by the Executive Directors in order to allocate resources
and assess performance of the segment. For the years
presented, the Executive Directors have determined that
the Group has only one operating segment as the Group
is principally engaged in the business of production and
sale of coal and the trading of purchased coal which is
the basis to allocate resources and assess performance.

Geographical information

The Group’s revenue from external customers is all
derived from the PRC and most of its non-current assets
are located in the PRC. The Company is an investment
holding company incorporated in Bermuda where the
Group does not have any activities. The Group has the
majority of its operations and workforce in the PRC, and
therefore, the PRC is considered as the Group's country
of domicile for the purpose of disclosures as required by
HKFRS 8 Operating Segments.

The geographical location of customers is based on the
location at which the services were provided or the goods
were delivered. The geographical location of the non-
current assets is based on the location of asset.

Information about a major customer

During the year ended 31 December 2016, approximately
HK$628.5 million or 87.4% (2015: approximately
HK$643.6 million or 89.2%) of the Group's revenue was
derived from a customer.

7 ERE#
AEBRBEHARAARBRTES
(TITEE ) 22 NERE 15 & BHE
TEERENHERRDOBER %F
MBERDHATESRENEER
EXRKEEXBOMERIZFFES
DEERRZEE -ARTEZTE2RL
NEBHEER 2 EB D RIIRAEE
ZEBEmMMRBEIARIRE S o

REDBEAREL SR RIURES R
EEFRXZEB RS EKED I
BAREREREER c EERELE
DER MATESEHEHAIEHZ
NEEERE BB AD BER MFFE
DEHRE-RAZ2/RFE TES
REAEBRAGE —ARED L £
RAEETZRNERREERFEESR
BARBARRZESEB(ERSD
RBERNMFHERIR ZERE)-

HEER
REBINRES 2 A WS KB+
Bl MAZSDIERDEEMNFER-
ARARA—HRBRETMRILZE
BIERAR] MASEBRE I #T
¥R NEBZIBEEKRETH
AR BURE B RS ERIES
BIEELE I 2RTE RFEEBNM
= PEBERANERZFIEER -

BEPzHESRZEHRREXRINE
an 2 IR M E © JERM B B E 2 P
BIREEMEME °

—ZREXEERFER
HE-_Z—XRF+_A=+—HIF
& AEBE R EF £7628,500,00078 7T
H87.4%( — T — h F: @
643,600,000/ 708489.2% ) 2K B — %
BF -
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For the year ended 31 December 2016 #HZE_—T— N NF+_HA=+—HILFE

7. FINANCE COSTS 7. BBER
2016 2015
HK$'000 HK$'000
—EB-XE —EF—RAF
THEx FAT
An analysis of finance costs is as follows: Bf#ERZ DT :
Interest on bank loans RITERZFERY 36,085 42,366
Bank charges on bills receivable ﬁ?&f%’f%aﬂﬁﬁlﬁuﬁlmﬁfxz
discounted with recourse RITRE 3,571 6,104
39,656 48,470
8. LOSS BEFORE INCOME TAX 8. BRFTSHAIEIR
Loss before income tax is arrived at after charging/ BRETS R AIEIBE 0B (GTA):
(crediting):
2016 2015
HK$'000 HK$'000
—E-XE —EF—RF
THEx FAET
Amortisation of mining rights** (note 17) £RiEREE#E & ** (FFsE17) 6,388 9,047
Amortisation of other intangible assets**  H fb #E 2 & EE 45 * *

(note 19) (BF5E19) 16 69
Auditor’s remuneration* ** %L AD BN < * *# 1,220 1,150
Cost of inventories recognised as expenses # 2 &R 7 175K 4 681,695 752,385
Depreciation* (note 15) & (FizE15) 36,928 45,392
Employee benefits expense (including EERMAZ(BREETEE

compensation of key management BABFHM)(HEE11)

personnel) (note 11) 94,501 165,498
Exchange differences, net fEHEZRRFE (1) 56
Gain on disposals of property, plant and &Y « BB & B2 Uk

equipment = - (175)
Impairment loss on accounts receivable  JEUBRFX Z B EEE

(note 24) (BfsE24) 20,448 1,792
(Reversal of impairment loss)/impairment — E # g Yg 718 2 GRI(E E 8

loss on other receivables, net (note 25) BB, RIEEEF5E

(Ft3E25) (551) 10,766
Impairment loss on mining rights (note 17) & < B EE B (HizE17) 64,274 110,298
Impairment loss on property, plant and Y2 - B MR 2 B

equipment (note 15) B (KEE15) 60,768 120,054
Minimum lease payments under operating HRj it - BF RN ER

leases on land, buildings and office B2 KETHER T &IEHE

equipment** B 1,581 2,677
Provision for reclamation obligations FZRE AEHE (M5E29)

(note 29) 5,884 8,077
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

LOSS BEFORE INCOME TAX (continued)

* Depreciation of approximately HK$34.2 million (2015:
approximately HK$41.0 million) has been included in
cost of sales and approximately HK$2.7 million (2015:
approximately HK$4.4 million) has been included in
administrative expenses in the consolidated income
statement.

** Included in administrative expenses in the consolidated
income statement.

i Auditor’s remuneration represents the fee for annual audit
service and the fee for the interim review services.

INCOME TAX CREDIT

No Hong Kong Profits Tax has been provided for the year
in the consolidated financial statements as the Group has
tax losses brought forward from previous years (2015:
Nil).

Corporate income tax arising from operations in the
PRC is calculated at the statutory income tax rate of
25% (2015: 25%) of the estimated assessable profits as
determined in accordance with the relevant income tax
rules and regulations in the PRC.

8. BREFSHAIEE#E)
& #934,200,000 7 (ZZE—HF : 4
41,000,000 7)) ZTEE T AHE
AR K #92,700,0008 0 (—Z—H
F 1 494,400,000/ 70 ) B FF AL A
W RHOITHRZA -

o B ARAKERNTHEEA -

b BRI BN S R F R E RS kT
HEMRBNER -

9. FIEHER
ERAEEFANEFEAE 2HIA
B1R - ERLER T BSR4
BHMBRERELBEB(ZT—0F:
=)o

BRI EAEBEATSHARR &R -
BlAC & RS 2 DTS IR TR
RBEM Z AT SR ER25% (=
T—RF :25%)tH -

2016 2015
HK$'000 HK$'000
—E—RF —T—RF
FET FAET

Current tax - PRC income tax expense BENHA%{1E — R EFEHEX
— Under-provision in respect of prior year —iBFFEEETT 148 45
148 45

Deferred tax EETHIRE R

— Current year (note 31) — RFE (FFFE31) (3.452) (14,822)
(3,304) (14,777)
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

INCOME TAX CREDIT (continued)

A reconciliation between income tax credit to loss before

9. FAIEHERE)

PSS BLBR FT 1S B R S 1R IR E

income tax at applicable tax rates is as follows: TR 7 EERIOT -
2016 2015
HK$'000 HK$'000
—E-—AE —E—hF
FExT FAT

Loss before income tax BREF1S LA E 1R (264,330) (385,109)
Tax on loss before income tax, calculated 3ZAHEAT#S =) % HE % 1

at the applicable rates in the tax HEGTEBBRATEHA

jurisdictions concerned BRZHIE (65,199) (94,220)
Tax effect of non-taxable income HEZRRWA Z THRIBETE (16,629) (22,122)
Tax effect of non-deductible expenses DRI 2 AR & 44,123 75,601
Tax losses not recognised RERBIIEE R 34,308 25,962
Utilisation of previously unrecognised tax BB KRR IEE B

losses (55) (43)
Under-provision in respect of prior year B FEERETTE 148 45
Income tax credit PSR (3,304) (14,777)

—HAECEREFRGEHAXRE
(ZZF—0%: T)Eff ARG HKaER
ZIEE—HaEhRER]-

The share of income tax expense attributable to a joint
venture amounting to Nil (2015: Nil) is included in share
of results of a joint venture in the consolidated income
statement.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

10. LOSS PER SHARE ATTRIBUTABLE TO THE 10.
OWNERS OF THE COMPANY
The calculation of basic and diluted loss per share

attributable to the owners of the Company is based on
the following data:

RARFEEAREETRER

AREEE ARG Z GRERL#E
ERTEA TR E

2016 2015
HK$'000 HK$'000
—E-XF —T-hF
FTHET FHTT
Loss for the year attributable to the AT E SR ER L EEE
owners of the Company for the B2 ARRRHE AELF
purpose of basic and diluted loss per A E1E
share computation (236,195) (335,317)
2016 2015
Number of Number of
shares shares
‘000 ‘000
—E-XF —T-hF
K% EE R EHE
TR T
Weighted average number of ordinary AT E SR ER L EEE
shares in issue for the purpose of basic Bz BBITE B INEF
and diluted loss per share computation 5%k 712,674 712,674

There were no dilutive potential ordinary shares during
the years ended 31 December 2016 and 2015 and
therefore, the amount of diluted loss per share is same as
the amount of basic loss per share.

11. EMPLOYEE BENEFITS EXPENSE
(INCLUDING DIRECTORS REMUNERATION)

11.

BE_ZT—RER_T-—AF+_H
S+t RLEFEYEREEHSER
o At SR#EEBREcRETRE
AEIR SRR

BEERANAX(BREESHE)

2016 2015
HK$'000 HK$'000
—2-A"Ff T 0F
FHET FAT
Wages, salaries, allowance and other IE He EMKRHEM

benefits in kind EYH S 70,350 116,784

Retirement benefit scheme contribution  RK#@FIEH 21 X E =%
defined contribution plans =2 24,151 48,714
94,501 165,498

At 31 December 2016, the Group had no forfeited
contributions available to reduce its contributions to the
pension scheme in future years (2015: Nil).

RZBE—R"EF+ZA=+—8 K&
B3 48 R] X HBUR SR & B R K & 51
FEFEREHR(ZT—R%F:
o
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

12. DIRECTORS" REMUNERATION

The emoluments paid or payable to the directors,
disclosed pursuant to the Listing Rules and disclosed
pursuant to the Listing Rules, section 383(1)(a), (b), (c)
and (f) of the Hong Kong Companies Ordinance and Part
2 of the Companies (Disclosure of Information about
Benefits of Directors) Regulation, were as follows:

12. EEME

ENENEEMS(RELEHRA
N BB R EEGIZE383(1)a) ~ (b) ~ (0
ROGEAR AR (FRBEEENmER)
MBIFE28B 2 RE TIATEE) AT ¢

106

Retirement
Salaries Benefit
and Scheme
Fees allowances Contributions Total
HK$'000 HK$'000 HK$'000 HK$'000
BHREF
He FEREH eI R @t
TET FEL THL TET
2016 “E-RE
Executive Directors HIESF
Wu Jiahong BRI - 650 18 668
Yang Hua PES - 247 6 253
Dong Cunling L - 1,040 - 1,040
Zhou Guangwen REX - 300 - 300
Chen Xu = - 240 - 240
Non-Executive Director FaTES
Li Chunyan r5E 300 - - 300
Independent Non-Executive Directors BUEHTES
Chen Renbao BB 150 - - 150
Ma Yueyong SEE 150 - - 150
Jiang Xiaohui EEE 150 - - 150
750 2477 24 3,251
2015 —T-1%
Executive Directors HITEF
Wu Jiahong BRA = 650 18 668
Yang Hua hE = 2,057 6 2,063
Dong Cunling BT - 2,099 = 2,099
Zhou Guangwen FEX - 300 - 300
Chen Xu 3 - 720 - 720
Non-Executive Director FHTES
Li Chunyan TEE 300 149 - 449
Independent Non-Executive Directors BUFNTES
Chen Renbao BE 150 - - 150
Ma Yueyong SRR 150 - - 150
Jiang Xiaohui EEE 150 - - 150
750 5,975 24 6,749
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For the year ended 31 December 2016 #HZ—F

DIRECTORS’ REMUNERATION (continued)

During the year, no emoluments were paid by the Group
to the directors as an inducement to join or upon joining
the Group, or as compensation for loss of office (2015:
Nil).

During the year, no share options were granted to the
directors in respect of their services to the Group (2015:
Nil).

There was no arrangement under which a director
or chief executive waived or agreed to waive any
remuneration during the year (2015: Nil).

FIVE HIGHEST PAID INDIVIDUALS AND
SENIOR MANAGEMENT EMOLUMENTS

The five individuals whose emoluments were the highest
in the Group for the year included four (2015: four)
directors whose emoluments are reflected in the analysis
presented in note 12. The emoluments payable to the
remaining one individual (2015: one individual), whose
emolument fall within the salary band of HK$2,000,001
— HK$2,500,000, during the year ended 31 December
2016 were as follows:

12.

13.

ot 3% ¥R AR MY A

—NFF+_H=1T—HIEFE

EEM= (@)

FRAKERESTESTAMNS
ERIMARE B BB MAKRE B
ZERBHBRBUHE(ZET R
)

FA WEAEERANEBEIRMRS
MEEBEE(—T—1F : 8)-

FRWETTEMEEESHITH
BEMESRERETMHES T
(ZE—1F : |)o

FEEREHFATEREREEE
B &

ER AEETEREHFALOEN
H(ZF-HE MB)EE REY
B4 BRI S 122502 S Rk - K
B—%(ZF—REF: — %) ALK
Bl < & 722,000,001% T 22,500,000
BAHEEEA)RBE-E—AF
+tZA=t-RUEEEZHEET -

2016 2015
HK$'000 HK$'000
—E-XF —hE
FET FH&TT

Basic salaries, housing benefits, other EAX¥He EEEAM Ef
allowances and benefits in kind AL N B H = 2,080 2,080
Retirement benefit scheme contributions & {k & Fl| 5t 2 4 2% 18 18
2,098 2,098

During the year, no emoluments were paid by the Group
to the five highest paid individuals as an inducement to
join or upon joining the Group, or as compensation for
loss of office (2015: Nil).

During the year ended 31 December 2016, no share
options were granted to the remaining one highest paid
individual of the Group to subscribe for ordinary shares of
the Company (2015: Nil).

FR AEEYERAAERSHAL
AR & VE R INA SR B S8
IRAAN SR B85 2 B2 ) S 8 R B 2 78
B(=F—0%F : &)

HE_Z—A"F+_A=+—HLF
B UVWERAEEHT —Zxa5HA
TR BB AR A R A QA B TR AR
(ZZE—RHF : 8)
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For the year ended 31 December 2016 #

13. FIVE HIGHEST PAID INDIVIDUALS AND

2 _F—

SENIOR MANAGEMENT EMOLUMENTS

(continued)

The emoluments paid or payable to members of senior

NF+—A=1+—HILFE

[0 AC )

13. EREBEHFATREREEE

ENRENSREREKE 2MEN

management were within the following bands: FUATEE :
2016 2015
No. of No. of
individual individual
—E-REF —T—hF
A AER
Emolument band i < &5 [E
Nil — HK$1,000,000 £ %1,000,0007% 7T 8 7
HK$1,000,001 — HK$1,500,000 1,000,001 &
1,500,000 7T 1 =
HK$1,500,001 — HK$2,000,000 1,500,001 T &
2,000,00078 7T - -
HK$2,000,001 — HK$2,500,000 2,000,001 0%
2,500,000/8 7T 1 3
14. INVESTMENTS IN SUBSIDIARIES 14. RIB AR ZRE

As at 31 December 2016, the Company had direct and
indirect interests in the following subsidiaries:

RZFBE-—REF+A=+—HB &2

N

S

H

ARATHEBRARBEER MEERE

Percentage
Particulars of of issued  Place of
Place of issued capital/  capital held operation
incorporation and registered by the and principal
Name type of legal entity capital Company activities
KR
R ITAE: LY BRARA/ EBRARE SEHER
£ ERRRRDL A MERHE Bl FEEH
Directly held
EERE

Ul Beat World Limited

sk BRAF

@ Clear Interest Limited ("CIL")

Clear Interest Limited ([CIL])

Hong Kong, limited liability 1 share of 100
company HK$1
B BRAMEAR 1REE 100
1787
British Virgin Island (the 200 shares of 100
“BVI"), limited liability US$1 each
company
RERAES ((RBRLE 200REHRAE 100
51) AREEAR (Ep

Rosan Resources Holdings Limited Annual Report 2016
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

14. INVESTMENTS IN SUBSIDIARIES (continued)

14. AMB AR ZRE (&)

Percentage
Particulars of of issued  Place of
Place of issued capital/  capital held operation
incorporation and registered by the and principal
Name type of legal entity capital Company activities
LNGilig s
SRR R BRARA/ EBRARE SEHER
£ ERERERL A ME R Btk TEXH
@ Star Central Limited BVI, limited liability company 1 share of 100 Investment holding
US§1 in Hong Kong
RERAES 1REE 100 REBUEFREER
BEREERR E3
@ Rosan Clean Energy Development Hong Kong, limited liability 10,000 shares of 51  Investment holding
Company Limited company HK$1 each in Hong Kong
REFRERERERAA A ARELEAR 10,000 ik E B 51 REBUAERELR
187
B Xinfa Investments Limited ("Xinfa") BVI, limited liability company 1 share of 100 Investment holding
US$1 in Hong Kong
MERBBERAR ([HE]) RERKEES BRAAD 1REE1ET 100 REAUEREEK
5
Indirectly held
BERE
@ Popular Sky Coal Industrial Limited Hong Kong, limited liability 1 share of 100 Investment holding
company HK$1 in the PRC
EXREBRDA &g ARALAT 1REE 100 REE{ERAER
178
0 Hong Kong Zhongyuan Energy Co., Hong Kong, limited liability 1 share of 100 Investment holding
Limited company HK$1 in the PRC
ERARRERERAA A ARELEAR 1REE 100 RPEREREEKR
187
@ Hong Kong Zhongzhou Energy Co., Hong Kong, limited liability 1 share of 100 Investment holding
Limited company HK$1 in the PRC
BETMERERAT BA AREEAR 1REE 100 RPBEREREEKR
187
O Highlink Investments Limited BVI, limited liability company 1 share of 100 Investment holding
US$1 in Hong Kong
RERLES 1REE 100 REBUSFREEK
BREERAR E
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

14. INVESTMENTS IN SUBSIDIARIES (continued)

14. AMB AR ZRE (&)

Percentage
Particulars of of issued  Place of
Place of issued capital/  capital held operation
incorporation and registered by the and principal
Name type of legal entity capital Company activities
LNGilig s
SRR BRARA/ EBRARE SEHER
£ EREREL A MERFE Btk TEXH
19 Alive Investments Limited BVI, limited liability company 1 share of 100 Investment holding
US§1 in Hong Kong
RERAES IREEIET 100 REBUEREZR
BEREERR
" Dynamic Coal Company Limited Hong Kong, limited liability 1 share of 100 Investment holding
company HK$1 in Hong Kong
ABRRERAH A ARELEAR 1REE 100 REBUFREZR
187
{12 Dynamic Energy Development PRC, wholly foreign- owned  HK$20,000,000 100  Investment holding
(Shenzhen) Company Limited? limited liability company in the PRC
aBRRRE (R ARAT hE-SHNEBERRRA 20,000,000/ 70 100 RPEEERERR
(13 Beijing Zhong Yue Heneng Technology ~ PRC, wholly foreign- owned  HK$160,000,000 100 Investment holding
Company Limited* (Formerly known limited liability company in the PRC
as Zhong Yue Energy Development
(Shenzhen) Company Limited?)
ERPENERRERAR (ABATE T8 HNEBEEERAR  160,000,000% T 100 RPEEERERR
RRRE ORI ERRAF)
4 Henan linfeng Coal Industrial Group PRC, limited liability RMB118,000,000 90  Production and sale
Company Limited* ("Jinfeng") company of coal in the
PRC
AHEEREEEERAR (122]) HE BEREAERA ARE 90 RPBEREKREE
118,000,0007C R#BE
1 Shenzhen Zhongzhou Energy Company  PRC, limited liability RMB10,000,000 90 Investment holding
Limited? company in the PRC
AT RERAR HE BEREALRA ARE 90 RPBEREFRERK
10,000,0007T
(18 Xingyun Coal Industry Company Limited* PRC, limited liability RMB60,000,000 90  Production and sale
company of coal in the
PRC
BHTABREERAR HE BEREERA ARE 90 RPERERREE
60,000,0007T R#HE

Rosan Resources Holdings Limited Annual Report 2016




Notes to the Financial Statements

ot 3% ¥R AR MY A

For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

14. INVESTMENTS IN SUBSIDIARIES (continued)

14. AMB AR ZRE (&)

Percentage
Particulars of of issued  Place of
Place of issued capital/  capital held operation
incorporation and registered by the and principal
Name type of legal entity capital Company activities
LNGilig s
SRR R BRARA/ EBRARE SEHER
£ ERERERL A ME R Btk TEXH
M Xiangyang Coal Industry Company PRC, limited liability RMB50,000,000 90 Production and sale
Limited* company of coal in the
PRC
BHmAEERFEREEAT hE FREELA N 90 RPEEESEREE
50,000,0007C RiHE
1®  Denfeng linfeng Mining Equipment PRC, limited liability RMB1,000,000 - Trading of mining
Company Limited* ("Jinfeng Mining company (2015: 90) equipment and
Equipment”) consumable tools
in the PRC
BHEERILRBERAF HE BEREERA AR® - RPEEEEERK
([ SBLRE]) 1,000,000t (ZF—HF: R R
90)
19 Zhengzhou Huirui Shangmo Company  PRC, limited liability RMB125,000,000 96 Trading of
Limited? company purchased coal
BHERBERRAR PE BEREERR ARE % BAKRKE
125,000,0007T
@ Henan Zhongyuan JiuAn Foundation &  PRC, sino-foreign equity RMB272,387,000 100 Investment holding
Investment Co., Ltd.* joint venture in the PRC
AEPRAZAERERRAR hE-PIHRERE ARE 100 RPBERFREEKR
272,387,0007T
@ Beijing Kaisheng Guanhua Investment ~ PRC, sino-foreign equity RMB80,000,000 91  Project investment,
Company Limited* (“Kaisheng") joint venture asset
management and
consultation of
investment in the
PRC
IRABEEREBRAR (HR]) B -HIaELE ARE 91 RPBERFEER
80,000,0007C B EEEERK
Bl
# For identification purpose only # 12 (35l

* The subsidiary has been disposed of during the year.

Details of the disposal are described in note 36.

HHBA RS R ERNE - B

8 it PA BT 7E36 o
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For the year ended 31 December 2016 #Z — & —

NF+—A=1+—HILFE

15. PROPERTY, PLANT AND EQUIPMENT

15. MI% - BERRE

Mining Furniture,
Buildings related fixtures,
and Plant machinery equipment
mining and and  and leasehold Motor  Construction
structures  machineries equipment  improvement vehicles in progress Total
HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HKS$'000
R %8
BER LU R ) .
Rz BERBR BERRE  HENERE g RRIE st
B T Tén Thn Thr Thr T
As at 1 January 2015 R-Z-1%-A-H
Cost FiA 535,583 32,987 212,464 13,367 28,107 38,053 860,561
Accumulated depreciation Z:tE (92,529) (21,22) (81,104) (8417) (26,118) - (229,390)
Accumulated impairment loss — Z:FHESE (50,368) (1,337) (14.934) (563) (227) = (67,429)
Net book value REFE 392,686 10,428 116,426 4,387 1,762 38,053 563,742
Year ended 31 December 2015 BE=3-RF+-A=1-RILt
353
Opening net book value EEAIE 392,686 10,428 116,426 4,387 1,762 38,053 563,742
Exchange difference EHES (20,722) (524) (5,525) (228) (28) (1.253) (28,280)
Additions AE 372 110 2,095 6 10 497 3,09
Transfer &2 19,960 = = = = (19,960) =
Disposals e (57) - (47) - (60) - (164)
Impairment loss REEE (90,479) (1983) (23,697) 837) (109) 2989) (120,054
Depreciation il (23,990) (869) (18,822) (136) (1,579) - (45,392)
Closing net book value EREEEE 271,770 7,202 70,430 3192 = 14,348 372,942
Asat31December 2015 R=Z-EF+-A=1-H
Cost A 526,577 31,340 202,911 12,662 26,258 17,337 817,085
Accumulated depreciation ZithE (110,637) (20,929) (94,644) (8,100) (25,934) - (260,244)
Accumulated impaiment loss 23t ERE (138,170) (3,209) (37,837) (1,370 (324) (2,989) (183,899)
Net book value REFE 277,770 7,202 70,430 3,192 - 14,348 372,942
Year ended 31 December 2016 BZ=F-~E+-A=+-AL
353
Opening net book value FNEEFE 217,770 7,202 70,430 3,192 - 14,348 372,942
Exchange difference EXEE (15219) (376) (3,520) (178) - (760) 20,03)
Additions RE 509 4 1,135 - - 1,315 2,963
Transfer &z - - 2,729 - - @219 -
Derecognition on disposal of 8~ HiE B AFBLIER
subsidiary - (337) - (20) - - (357)
Impairment loss BEEE (46,553) (1,159) (10,147 (540) - (2,369) (60,768)
Depreciation ik (19312) (534) (17,015) (67) - - (36,928)
(Closing net ook value EREEFE 197,195 4,800 43,613 2,386 - 9,805 257,799
As at 31 December 2016 R=B-AET=B=1-A
Cost 7 495,161 26,095 197,217 10,581 22,946 14,863 766,863
Accumulated depreciation Zithe (124,269) (17,187) (108,524) (6,398) (22,683) - (279,021)
Accumulated impairment loss BB (173,697) (4,108) (45,080) (1,797) (303) (5,058) (230,083)
Net book value BEFE 197,195 4,800 43,613 2,386 - 9,805 257,799

Provision for impairment of approximately HK$60.8
million (2015: approximately HK$120.1 million) has been
made during the year ended 31 December 2016 for
those property, plant and equipment within the CGU of

production and sale of coal (note 18).
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

16. GOODWILL 16. BE
The net carrying amount of goodwill can be analysed as EERIFETOT :
follows:
2016 2015
HK$'000 HK$'000
—E-REF —E—hfF
THET FAT
At beginning and end of the year REPRER
Gross carrying amount AREARE 241,449 272,657
Accumulated impairment loss ZEtREEE (241,449) (272,657)
Net carrying amount FREHE - -
Goodwill arising in prior years related to the acquisitions BEFEELENRES Y RIER
of CIL and its subsidiaries for the CGU of production EENEHEWRBECILEERB AR L
and sale of coal and Huirui for the CGU of trading of SREE AR S SRR - S
purchase coal, respectively. Goodwill arise from these BEAREENATHETERE:.
acquisitions have been fully impaired in the previous
periods.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

17. RiERE

2016 2015
HK$'000 HK$'000
—E-KRF —E—RF
FTHET FAT
At 1 January R—H—H
Gross carrying amount ARE 4R (E 705,635 745,240
Accumulated amortisation BN $ (119,421) (116,946)
Accumulated impairment loss ZEFtREBE (173,852) (67,122)
Net carrying amount BREDVFE 412,362 561,172
Net carrying amount at 1 January R—A—BZEREFE 412,362 561,172
Amortisation 3 (6,388) (9,047)
Exchange difference PE W ZRE (23,547) (29,465)
Impairment loss B E 1A (64,274) (110,298)
Net carrying amount at 31 December R+=ZRA=+—B2KE
F1E 318,153 412,362
At 31 December Wt+-—A=+—8H
Gross carrying amount REBE 659,940 705,635
Accumulated amortisation ENg 1 (117,791) (119,421)
Accumulated impairment loss ZEtREEE (223,996) (173,852)
Net carrying amount AR FE 318,153 412,362

As at 31 December 2016, the remaining useful lives of
mining rights held by the Group ranged from 1.7 to 6.0
years (2015: 0.7 to 7.0 years) based on the expiry date
of each mining right except there is one coal mine which
has been expired as of the end of reporting period,
management is in process of renewing this certificate.
With reference to the legal opinion received by the
management, there is no legal barrier for the Group
to renew its mining rights certificates. Accordingly, the
directors of the Company are of the opinion that the
Group will be able to continuously renew the mining
rights at minimal charges.

Rosan Resources Holdings Limited Annual Report 2016
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Notes to the Financial Statements

For the year ended 31 December 2016 #HZ—F

MINING RIGHTS (continued)

As at 31 December 2016, provision for impairment of
mining rights amounting to approximately HK$64.3
million (2015: approximately HK$110.3 million) has
been made by the Group’s management. Particulars of
impairment testing of mining rights are set out in note
18.

As at 31 December 2016, mining rights with carrying
amounts of approximately HK$310.6 million (equivalent
to approximately RMB278.2 million) (2015: approximately
HK$389.4 million (equivalent to approximately RMB326.2
million)) have been pledged to a bank to secure the
Group'’s borrowing (note 30).

IMPAIRMENT TESTING ON MINING
RIGHTS AND PROPERTY, PLANT AND
EQUIPMENT

As at 31 December 2016, the recoverable amount of
the CGU was determined using fair value less costs of
disposal, which was based on income approach using a
cash flow projection covering a detailed five-year budget
plan, followed by an extrapolation of discounted cash
flows by reference to the average market coal price
with similar heating power in the PRC with adjustments,
where necessary, to reflect the differences. In determining
the recoverable amount of the Group’'s CGU, the
directors of the Company have taken account of the coal
reserves of the mines after deducting the cumulative
amounts of coal already extracted and sold. Accordingly,
as the Group depletes its coal reserves, the recoverable
amount of its CGU will also decrease.

17.

18.

ot 3% ¥R AR MY A

—NFF+_H=1T—HIEFE

R 2
R-ZBE—RNE+=-_A=+—H &&
EERECHERBEEREREY
64,300,000 (=T — A F: 4
110,300,000/% 7T ) o 5% 5% 48 R (B R &1,
R B A EE18 ©

RZE—ARE+_A=+—8 K@
{E%7310,600,0008 TT(HHERHAR
#278,200,000T ( = — R F : 4
389,400,000 SL(HHE R H AR
326,200,0007T)) K S IEEE IR T
—fEIRT  MERAEENEE(HE
30)°

RIBERYE BERREN
ZRIER: S

E/\\ 7
FE

—~FE+=ZA=+—H H&
B 2 AT E 2 FERE B L

e xRz FHmBER(LIED
%\%ﬂﬁu&ﬁg&%%) ZRAFER
HEKRARGTE(ERNBRAE  FREE
—HFE hFBREFENR S RE
A AEBIT RIS REELIEET
B RECAESECREELSEM
ZAWE £ ARRIEEEER
B EES  WREEHERE
EZRAKEE - BEASERE
REEFRE HREEABM AT
Bl & FIRE R o
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

18. IMPAIRMENT TESTING ON MINING

RIGHTS AND PROPERTY, PLANT AND
EQUIPMENT (continued)

The recoverable amount of the CGU is less than the
carrying amount of the CGU. As a result, the Group
made an impairment loss of approximately HK$60.8
million (2015: approximately HK$120.1 million) and
approximately HK$64.3 million (2015: approximately
HK$110.3 million) on the property, plant and equipment
and the mining rights respectively associated with this
CGU (notes 15 and 17 respectively). The recoverable
amount is allocated according to the carrying amounts of
property, plant and equipment and mining rights.

Fair value hierarchy

An independent valuation was performed by the valuer,
Asset Appraisal Limited (2015: Asset Appraisal Limited),
to determine the fair value less cost of disposal of the
CGU of production and sale of coal as at 31 December
2016. The impairment losses are included in consolidated
income statement. The fair value measurement of the
CGU is classified as a Level 3 fair value measurement.

Valuation processes of the Group

The Group’s CGU were valued as at 31 December 2016
by independent professionally qualified valuer, Asset
Appraisal Limited, who have among their staff Fellows
of the Hong Kong Institute of Surveyors and have recent
experience in the valuation of mining industries.

The Group’s finance department, which directly reports
to the chief financial officer, reviewed the valuations
performed by the independent valuer of financial
reporting purposes, which is determined based on
the cash flow projection prepared by management.
The finance department holds discussions with the
independent valuer on the valuation assumptions and
valuation results.

Rosan Resources Holdings Limited Annual Report 2016
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For the year ended 31 December 2016 #HZ—F

IMPAIRMENT TESTING ON MINING
RIGHTS AND PROPERTY, PLANT AND
EQUIPMENT (continued)

Fair value hierarchy (continued)
Valuation processes of the Group (continued)

Management's key assumptions were used in the
determination of recoverable amount of the CGU for the
year ended 31 December 2016. The following described
each key assumption on which management has based
its cash flow projections to undertake impairment testing
of goodwill.

Net profit margins — Management determined net profit
margin based on past experience in this market and its
expectations for market development.

Discount rate — The discount rate reflects specific risks
relating to the mining industry.

Growth rate — The management has taken the growth of
the coal industry and the global economy as a whole.

The discount rate and growth rate used to extrapolate in
the cash flow projection are shown as below:

ot 3% ¥R AR MY A

—NEFZA=1—HILFE

18. ZKIBER YR  BERREHN

AR = ()

AFELRB(E)
rEBZEEERF (&)
Erfz—_—XF+=-A=+—8H
IEFER S EAE B 2 a0 5 58 R
HERAR EEEBECRATIER
Re NN EBEEEETEHERE
AR SHEIR S REEARE 2 &8
FTERK

FAEE -FEERBEMSER K
BEYMISRETAHE T FFEER-
WIRE IR R EEEREE
EHKDE o

BER-EEEZEIERRRITE
IR R R

ReneBARHEERAZTRER
BEREMAT

2016 2015

—E-REF —FE—RF

Growth rate on the estimated selling price {5t & B AYIE K X 2.9% 2.9%
per annum per annum

2.9% 2.9%

(8%F) (8F)

Discount rate Bh I8 =& 14.59% 17.0%
per annum per annum

14.59% 17.0%

(8%F) (%)
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For the year ended 31 December 2016 #HE-FT— N NF+-_HA=+—HILFE

19. OTHER INTANGIBLE ASSETS 19. At B EE

Computer software licence

EREHERE
2016 2015
HK$'000 HK$'000
ZE-XRF —T-hF
FTHEX FEBT

At 1 January R—A—H

Gross carrying amount BREAE 1,891 1,891
Accumulated amortisation BT (1,875) (1,806)
Net carrying amount BREDVFE 16 85
Net carrying amount at 1 January R—A—BZEEFEE 16 85
Addition NE - =
Amortisation 3N (16) (69)

Net carrying amount at 31 December Rt+t-—A=+—RH2

FREFEE - 16

At 31 December R+-—HA=+—H
Gross carrying amount REBE 1,891 1,891
Accumulated amortisation ENg 1 (1,891) (1,875)
Net carrying amount R FE - 16

20. INTERESTS IN ASSOCIATES AND AMOUNT  20. A& NT =z B R BN —’E

DUE TO AN ASSOCIATE il N S|
2016 2015
HKS$'000 HK$'000
—E—RE —T-hF
FExT FETT
Interest in associates — Share of net assets B4 A T 2 #E25 — FE(h
BEFE 97,775 109,834
Amount due to an associate* FEA — B & R B 2 FRIE* 92,593 99,005
* Amount due to an associate is unsecured, interest-free @ JE < — S B 42 T 30008 A K
and repayable after twelve months from the reporting R NMERBREHBRE+ —@EAE
date. EE-

11 8 Rosan Resources Holdings Limited Annual Report 2016




Notes to the Financial Statements

For the year ended 31 December 2016 #

20. INTERESTS IN ASSOCIATES AND AMOUNT

DUE TO AN ASSOCIATE (continued)

Particular of the associates of the Group as at the end of
the reporting period were as follows:

Place of

ot 3% ¥R AR MY A

ECE—NFf-A=F—HIFFE

20. REFE QR 2 REBEREN—B

BeE N RIREE)
R|BEYPR KRB E QR ZFHB
LN

Percentage of issued

incorporation and Particulars of Percentage of voting  capital held by the  Place of operation and
Name type of legal entity registered capital right held by the Group Group principal activities
ERAIBER LBk G EEHYR
£ HEERED BRIRA/RERHE SEAM BRARAESY ITXH
2016 2015 2016 2015 2016 2015
ZE-NE Z3-1% ZE-AF ZE-RF ZE-RF ZT-RF
(1) Beiing Zhaohua Hefu Investment  PRC, limited fiability RMB2,000,000  RMB2,000,000 25% 25% 25% 25%  Investment management,
Management Limited® company asset management and
("Zhaohua Hefu") consultation of investment
in the PRC
IRKEREREERARLNA HE BRAELA NG MRS 5% 5% 25% 5% RPEUFREEE AEE
(Tk=4AE]) 2,000,0007¢ 2,000,000 BRRERN
(2)  Beijing Shuozhan Zhongfu PRC, limited RMB100,000,000 ~ RMB100,000,000 33% 33% 99% 99%  Project investment,
Investment Centre (Limited partnership investment management,
Partnership)* assets management and
(the "Partnership”) (Note) consultation service in the
PRC
FRERTERETL (BRa HE BRABLE ARH ARE 3% 3% 99% 9% HPENFEERE REE
%) ([a%ex]) (M) 100,000,000 100,000,000 B BEERREARE
# For identification purpose only 2 EXEs= 3
Note: Bt

Pursuant to the partnership agreements entered into in May
2012 and June 2012, the general partner of the Partnership is
Zhaohua Hefu (the “General Partner”), which is an associate of
the Group, owns 1% of the equity interest of the Partnership.
The General Partner is responsible for management and control
of the business of the Partnership while Kaisheng, the limited
partner of the Partnership, possesses significant influence
over the operating and financial policies of the Partnership
through its participation in the investment committee. As
abovementioned, although the Group owned 99% equity
interest in the Partnership, the Group only possess significant
influence over the operating and financial policies of the
Partnership, therefore, the investment has been classified as
interests in associates in the consolidated statement of financial
position as at the reporting date.

BRER-_ZE——FRAKR-_ZT——FA
RN ERhE ARLECLBERA
BRESE([EBERA]) HAKSE
BEENRUHEEA BRI %RRE-
ETRABANBEAREENERABLEY
% malk (ABREZEREEA) A
RB2EEEZESHARLEILER
MBBRELEERTE -0 LR &
EAEBEEARLFEONEE ~EHE
EBHABLEILERYBBREFTEN
HEN W RERRE BBRGE N
BARRENFERREE QAR 2w
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For the year ended 31 December 2016 #HZE_—T— N NF+_HA=+—HILFE

20. INTERESTS IN ASSOCIATES AND AMOUNT
DUE TO AN ASSOCIATE (continued)

The following illustrates the summarised financial
information of the Group’s material associate, the
Partnership, extracted from its management accounts
which have been adjusted to ensure consistency in
accounting policies adopted by the Group.

20. REFE QR 2 REBEREN—BF

BiE N BIRIE(E)

NI RAREEXNEERR(ANE %
ERIZHMBERRR  HREEEE
AR B (EER B AREREAK EIX
M EBR—B)-

2016 2015
HKS$'000 HK$'000
—E-RF —T— ﬂi
As at 31 December R+=ZHA=+—H
Non-current assets ERBEE 92,593 99,005
Current assets MENEE 10,018 20,817
Current liabilities mENEE (5,827) (10,674)
Net assets of the associate & NE 2 FEE 96,784 109,148
Group’s interest in the associate REBRZBERNT 2R 99% 99%
Carrying amount of the Group’s interest in ANE B R a2 & A7) 2 %
the associate B ER E (B 95,816 108,057
Year ended 31 December BE+-—A=+—AHLEE
Revenue g %5 - -
(Loss)/profit for the year FR(E18), & F (2,380) 4,843
Total comprehensive (loss)/income FR2@E(EE),/
for the year WA B2 (5,544) 4,843

1 20 Rosan Resources Holdings Limited Annual Report 2016
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

20. INTERESTS IN ASSOCIATES AND AMOUNT
DUE TO AN ASSOCIATE (continued)
Reconciliation of the above summarised financial

information to the carrying amount of the interests in
the associates recognised in the consolidated financial

20. REFE QR 2 REBEREN—B
BiE N RIRIE(E)
DA BBttt 9 B 75 B R B AR B B A5 ¥Rk
PREER B S A Rl s R E B R ¥
RRENE -

N\

statements:

2016 2015

HK$'000 HK$'000

—E-REF —T—RHF

FET FHETT

Net assets of the associate BERNR 2 FEE 96,784 109,148

Group’s interest in the associate REBEREE QT 2 99% 99%
Carrying amount of the Group’s interest AREBRE S QA F 2 HFZ

in the associate BREE 95,816 108,057

The summarised financial information

BRATESBMERRZVBEHEE

of immaterial

associates is set out below: HoT -
2016 2015
HK$'000 HK$'000
—E—RE —ZT—RF
FERT FET
Year ended 31 December HE+-_A=+—HULFE
The Group’s share of profit/(loss) for the — ZN% & fE(5 F A& A~
year (E518) 319 (1,007)
The Group's share of comprehensive AREEREFANEE
income/(loss) for the year WA/ (EE) 311 (1,007)
21. INTEREST IN A JOINT VENTURE 21. R—EEELE 2R
2016 2015
HK$'000 HK$'000
—E-XRE —T—RF
FEx FAT
Share of net assets JEIEEEFE 5,779 6,317
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21. INTEREST IN A JOINT VENTURE (continued)

=
Particulars of the joint venture of the Group as at 31 R-E—RE+-_A=+—H K&
December 2016 were as follows: EEEREZFERT
Percentage
of issued  Place of
Place of Particulars capital held operation
incorporation and of registered by the and principal
Name type of legal entity capital Group activities
KRB
SR IR ERITRE KEHER
a8 EEERER &R E Atk TEEK
Henan Chalco Li Chuang PRC, other limited RMB10,000,000 51% Sale of alumina in
Resources Company Limited? liability company the PRC
("Henan Chalco”) (Note)
AEPRVABREARAR (DTETR]) #E EMEREEAF N 51% R BEEES({ R
CE) 10,000,0007T
@ For identification purpose only # EaER|

Note: Although the Group owned 51% equity interest in Henan
Chalco, the Group and the other shareholder of Henan
Chalco have joint control over Henan Chalco and none
of the participating parties has unilateral control over the
economic activity pursuant to the joint venture agreement
entered into in July 2012. Therefore, the investment has
been classified as interest in a joint venture as at the

reporting date.
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The summarised financial information of the material
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—NFF+_H=1T—HIEFE

R—BegbEERE)
AEEBZARZLXZPBEMBM

joint venture of the Group is set out below: wn
2016 2015
HKS$'000 HK$'000
ZE-AF —Z-HF
qiﬁiiﬁ ?%%7E
As at 31 December R+=-HB=+—H
Non-current assets ERBEE - 2
Current assets MBEE 11,943 12,384
Current liabilities mEAE (612) =
Included in the above amounts are: e EERE:
Cash and cash equivalents RekReZMEEE 7,503 8,295
Year ended 31 December BE+=-A=+—HLEE
Revenue W 25 1,298 -
(Loss)/profit for the year FRN(BAR),EF (265) 93
Total comprehensive (loss)/income 2H (BB WA RE (265) e
Included in the above amounts are: LS EERE:
Depreciation e 2 4
Interest income T B U A 103 185
Income tax expense FT1S % 5 2 5 -

The Group has not incurred any contingent liabilities or
other commitments relating to its joint venture.

Reconciliation of the above summarised financial
information to the carrying amount of the interest in the
joint venture recognised in the consolidated financial

AEELEPE S LREEE(EMK
RABEHEAMALE -

PA Bt 69 B 75 B R B AR B B S ¥R R
PriERN —Ma g XM EREE

RUSTERZAT -

N\

statements:

2016 2015
HK$'000 HK$'000
—E—-XRE —E—RHF
FTHET FETT
Net assets of the joint venture EENEEETA 11,331 12,386
Group’s interest in the joint venture AEBREELE ER 51% 51%

Carrying amount of the Group's interest AEBR AL D ¥ 2
in the joint venture 2 REE 5,779 6,317
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For the year ended 31 December 2016 #EHZE_—FT—NF+_-H=

22. AVAILABLE-FOR-SALE FINANCIAL ASSETS

T—HIEFE

22 AHHESRERE

2016 2015
HK$'000 HK$'000
ZEB-XRF “T—RF
FERT FHT
Non-current IE TR B
Unlisted equity securities I ETIRAE FH 660 706

The unlisted securities are stated at cost less any
identified impairment at the each of the end of the
reporting period because the range of reasonable fair
value estimates is so significant that the directors of the
Company are of the opinion that their fair value cannot
be measured reliably.

BB R B L RS
AREEFADBIAES R BER
AFEARMEH OBEBA AAT
EERARAFEBETRIE -

23. INVENTORIES 23. &
2016 2015
HK$'000 HK$'000
—E—-RE —ZT—RF
FERT FHET
Coal B 1,570 272
Spare parts and consumables T K H R 2,034 5,072
3,604 5,344

24. ACCOUNTS AND BILLS RECEIVABLES

24. EWERRI R Ei

2016 2015

HK$'000 HK$'000

—2-R"Ff T 0F

FERT FET

Accounts receivable & WBR 3k 207,945 194,649
Bills receivable R & 2,553 5,969
210,498 200,618

Less: Provision for impairment R : BB B (33,806) (15,260)
176,692 185,358
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24. ACCOUNTS AND BILLS RECEIVABLES

(continued)

During the prior and the current years, the Group
discounted part of its trade debtors with full recourse
to a financial institution. In the event of default by
the debtors, the Group is obliged to pay the financial
institution the amount in default. Interest is charged
at a range from 2.9% to 4.4% (2015: 4.0% to 5.4%)
per annum on the proceeds received from the financial
institution until the date the debtors pay. The Group is
therefore exposed to the risks of credit losses and late
payment in respect of the discounted debts.

The discounting transactions do not meet the
requirements in HKAS 39 for de-recognition of financial
assets as the Group retains substantially all of the risks
and rewards of ownership of the discounted trade debts.
At 31 December 2016, trade debtors of HK$131.2 million
(2015: HK$143.0 million) continue to be recognised
in the Group's consolidated financial statements even
though they have been legally transferred to the financial
institution. The proceeds of the discounting transactions
are included in borrowings as asset-backed financing
(note 30) until the trade debts are collected or the Group
settles any losses suffered by the financial institution. At
31 December 2016, the asset-backed financial liability
amounted to approximately HK$111.5 million (2015:
approximately HK$143.0 million). The carrying amount
of the transferred assets and their associated liabilities
approximates their fair values in both 2016 and 2015.

Because the trade debts have been transferred to the
financial institution legally, the Group did not have the
authority to determine the disposition of the trade debts.

The Group’s sales are billed to customers according to
the terms of the relevant agreements. Normally, credit
periods ranging from 30 to 180 days (2015: 60 to 180
days) are allowed to certain customers. Based on the
invoice dates, ageing analysis of the Group's accounts
receivable, net of provision for impairment at the
reporting date is as follows:

24. EWWEEFRER (&)

RAFERBEFE AEEFEA
BERENBUERBOMRT —K
TREBE - MEHKAEL AEEA
BERNZEREBEINEOEE A
BN % & BRI R ) SRR T
BF29%%4.4%(ZE—HF:4.0%
E54%) B BEEEBAERR
e Bt NEE R E R G mE
EERR R HRER o

BAR P AR/ BT ERFE395
RIBEREeMEENRTE  RAZAK
EEREBEMREUWERRNBAITS
AR EEH R—_E—XF+_-HA
=+—H  EYWBERE131,200,0007 T
(—Z—F4F : 143,000,000/ 7T ) #
BAREBGAUBERRPER B
EEFELEPEETZERMEERE
BRGABREBERBEESHME
(MIEE30) st ABE  ERIEREERE
WEAEBEEEZeREES N
FAEBLEABLE- R-ZE—XRET=A
=t+t— R BEXRSRAEER
111,500,000 (= ZFE—AHF : 4
143,000,000 L)  R=ZE—RF K&
—E-hF FEEEELEBEAR
RREESEE QA FEES -

HREWRRE /RS E T X R
B ANEETBAEREEKIERERD
AR ©

AEBERBEEBHBRERARTFFAA
HERZ -METEFPAFZEES
—MNF30BE180H(=ZE—HEF :
60H £180H ) - R EHH - A&EHE
ZERBRR (IR ERE) R E
HRTE 2R DT ¢

BMEEREREBRLA 2016FFH

N\
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24. ACCOUNTS AND BILLS RECEIVABLES 24, EWERR KR EE (&)
(continued)
2016 2015
HK$'000 HK$'000
ZE-ARF —E-RF
FTHEX FAET
0 — 90 days 0&90H 165,226 115,688
91 — 180 days 91£2180H 4,360 27,362
181 — 365 days 1812365H 3,995 8,984
Over 365 days B iE365H 558 27,355
174,139 179,389
Ageing analysis of the Group’s accounts receivable net of AEE 2 EBER R (R RERE) 2
provision for impairment, is as follows: FREOTAT -
2016 2015
HK$'000 HK$'000
—E—XRF —T-hF
FTHEX FET
Neither past due nor impaired A H B R ERE 169,586 143,050
Past due for less than 3 months B EA DR = (& A 3,995 2,281
Past due for more than 3 months but less #H1 = & B LA 18 D75 @
than 6 months A 558 6,703
Past due for more than 6 months but less
than 1 year BARSE A LA LB DR —5F - 5,637
Past due for more than 1 year wmE—F A - 21,718
174,139 179,389
Movement in the allowance for impairment of accounts EWER SR EREE BN T -

receivable is as follows:

2016 2015

HK$'000 HK$'000

—E-REF —E—hF

THET FHET

At 1 January Hn—H—H 15,260 14,298
Impairment loss on accounts receivable — EURER X Z R EE 1B 20,448 1,792
Exchange difference bE W = %E (1,902) (830)
At 31 December R+-A=+—H 33,806 15,260
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24. ACCOUNTS AND BILLS RECEIVABLES

25.

(continued)

At each reporting date, the Group reviews accounts
receivable for evidence of impairment on an individual
and collective bases. As at 31 December 2016, the
Group determined accounts receivable of approximately
HK$33.8 million as individually impaired (2015:
approximately HK$15.3 million). Impairment loss of
approximately HK$20.4 million has been recognised
in the consolidated income statement during the year
(2015: approximately HK$1.8 million).

Accounts receivable that were neither past due nor
impaired related to customers for whom there was no
recent history of default.

Accounts receivable that were past due but not impaired
related to customers that had been the Group’'s
customers for more than 1 year and had a good track
record of credit with the Group with no history of default
in the past. Based on past credit history, management
believes that no impairment allowance is necessary
in respect of these balances as there has not been a
significant change in credit quality and the balances are
still considered to be fully recoverable. The Group did not
hold any collateral in respect of accounts receivable past
due but not impaired.

24. EUERF

ot 3% ¥R AR MY A

—NFF+_H=1T—HIEFE

SELAC )

REFRE B AEBIZRER KEE
%ﬁifﬁﬂﬁiuﬁzﬁﬁ K A IR R E B
£ & —R"Ft+=-_A=+—8"
ZISEIEEMI%IJWEZMQBEM
33,800,000 T( —Z T — A F : 4
15,300,000/ T )° 5sz (EN == W
20,400,000/ 7T E R F AL 4R G W e
RER(ZZ—AF : 41,800,000
JL)°

KR8 EA BRRE 2 FE I AR SR B 4T A 4
R ZEPER -

B8 HAE RRE 2 FE R B8 B AR
EEEFBA1F EAEEFRTR
BEiERRES BBEUEEBREL 2
EP-REBEATEAZE  ERNER
BRIWEBELATANESH) B ﬁmw
HAEBA2EKE  EEEMREEAR
MZEEREDEMRERE- $%
BAGRZECBBHERBE KR
FIEE AR

PREPAYMENTS, DEPOSITS AND OTHER 25. FAfEIE - BHEREHMEKRE
RECEIVABLES iz

2016 2015
HK$'000 HK$'000
—E—XE —EF—RF
FET FHET

Prepayments, deposits paid and other BNFIE EftEe REM
receivables FE W R IE 399,895 197,898
Provision for impairment NERIERE L] (46,479) (50,639)
353,416 147,259

The balances included deposits of approximately
HK$260,191,000 (2015: approximately HK$52,527,000)
paid to an independent third party as deposits to
purchase trading coal in the subsequent period.

EHRBIIRS 49260,191,0008 7T( =

— R4 : #952,527,000% 7T ) it
FTRBUE=-FERERIMEESR
ZEHBRES -

BMEEREREBRLA 2016FFH
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25.

26.

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

Movement in the allowance for impairment of
prepayments, deposits and other receivables is as follows:

25. FENRIE - RERE BB

H(#&)

TSR 42 % A R OB
BESBNT :

2016 2015

HK$'000 HK$'000

—E—XEF —ZET—HF

FERT FAT

At 1 January n—HA—H 50,639 42,101
Impairment loss B E R 2,337 16,675
Disposal of a subsidiary HE—FEHBAF (1,010) -
Reversal of impairment loss B EREEE (2,888) (5,909)
Exchange difference PE W Z%E (2,599) (2,228)
At 31 December R+=—B=+—H 46,479 50,639

At each reporting date, the Group reviews prepayments,
deposits paid and other receivables for evidence of
impairment on an individual and collective bases. As
at 31 December 2016, due to the significant financial
difficulties of several counterparties, the Group
determined deposits paid and other receivables of
approximately HK$46.5 million as individually impaired
(2015: approximately HK$50.6 million). Impairment loss
of approximately HK$2.3 million (2015: approximately
HK$16.7 million) has been has been recognised in the
consolidated income statement during the year.

PLEDGED BANK DEPOSITS AND CASH

AND CASH EQUIVALENTS

(a) Pledged bank deposits
The effective interest rates of the pledged bank
deposits are at 4.18% (2015: 2.00%) per annum.
As at 31 December 2016, pledged bank deposits are

used to secured bills payables of the Group as at 31
December 2016 (note 27).
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26.

REREBH AEEIRER &L
EERIEMNRE BEHEEEAMD
ERFERRLBERETFR - RN_F
—R"NF+ZA=+—8 BRHEEY
FHEEBREVERE  AEERT
ERRAEZ B i e K H b gl k18
#946,500,0008 L( =T — A F : 4
50,600,000/8 70 ) ° FNE LR A W
= M52 492,300,000 7T 2 J8 (B &5 48
(ZZ—FH%F : 416,700,000/ 7T ) °

EEFRTERRERESRERES

£EIEER

(a) BEBEITER
BERIFRITEROERF R AS
F418%(ZE—TRE:2.00%)°
R-E—XRF+-_A=+—8"
BIRIBRITERARERAEE
R-ZE—RF+-_A=1+—HBH
e IR (B3E27) -



Notes to the Financial Statements

ot 3% ¥R AR MY A

For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

26. PLEDGED BANK DEPOSITS AND CASH
AND CASH EQUIVALENTS (continued)

(b) Cash and cash equivalents

As at 31 December 2016, included in cash and cash
equivalents of the Group is approximately HK$176.1
million (2015: approximately HK$534.6 million) of
bank balances denominated in RMB placed with the
banks in the PRC. RMB is not a freely convertible
currency; however, under the PRC’'s Foreign
Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange
RMB for other currencies through the banks
authorised to conduct foreign exchange business in
the PRC.

27. ACCOUNTS AND BILLS PAYABLES

26. CEFRTERRESRES

EEEB#)

(b) RERBELEEER
R-EBE—RF+_A=+—8"
AEEREMRESEEBEEBE
AR BRI 77 DA B R ERTT
ZRIT 482 49176,100,0005 JT
— T — A4 : 4534,600,000
BIL)e ARMWIER B AHE R
ZEE A IRBEP B INE
EHMED R AETE - SIE RS EE
BRTE AEBEEFERATH
FEREEITINE 75 2 IRITIEA
REGMABHMEN

27. BAERIRARERE

2016 2015

HK$'000 HK$'000

—E2-R"Ff ZTHF

FHET FAT

Accounts payable FEATBR K 31,111 26,838
Bills payable EREE 701,658 772,921
732,769 799,759

The Group was granted by its certain suppliers with credit
periods normally ranging from 30 to 90 days (2015: 30 to
90 days). Based on the invoice dates, the ageing analysis

ETHEERAEER T BN
F30F90H(=ZZ—FH%F : 30%8
90H ) ZBRERH - AMRE B HR - 4%

of the Group’s accounts payable at the reporting date is

R E CARBRMERR

as follows: ZEREAIIT :
2016 2015

HK$'000 HK$'000

ZEB-XRF “T—RF

FHExT FA&IT

0 — 90 days 0£90H 3,987 2,624
91 - 180 days 91H®=180H 277 2,040
181 — 365 days 181H £365H 342 1,756
Over 365 days H3E365H 26,505 20,418
31,111 26,838
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27.

28.

ACCOUNTS AND BILLS PAYABLES

(continued)

As at 31 December 2016, bills payable of approximately
HK$597.3 million (2015: approximately HK$661.3
million) were secured by the pledged bank deposits of the
Group (note 26(a)).

As at 31 December 2016, bills payable of approximately
HK$154.6 million (2015: approximately HK$159.4
million) were guaranteed by certain independent
third parties and approximately HK$67.0 million
(2015: HK$35.8 million) were jointly guaranteed by a
shareholder of the Company and certain independent
third parties.

27.

NSRRI R RE (&)

R-E—RE+_A=+—8"  Eft
= $£ 49597,300,0008 T( —Z & — &
F 1 49661,300,000 7T ) A AR EE D
EIRRITERIERER (MIFE26(a))

R-ZBE—XNE+=—A=+—0 EfR
= §2 49154,600,0008 T ( =& — &
£ : #9159,400,000/ 7T ) A T B
FE=HER 467,000,000 L(—F
— 4 : 35,800,000/ 7T, ) B A A A
— B EREAE T H = HEEER -

OTHER PAYABLES AND ACCRUALS 28. EMENREREFER
2016 2015
HK$'000 HK$'000
—E—-XE —E—RF
Tl THTT
Accruals -3 195,614 239,632
Other payables H b S 5RI8 216,504 218,686
Receipts in advance AW R IE 22,782 10,895
434,900 469,213

Included in other payables as of 31 December 2015,
there was loan of HK$41.8 million) advanced from a
related company, in which a substantial shareholder
of the Company is a major shareholder of that related
company. The loan was unsecured, interest-free and fully
repaid during the year.

Included in other payables as of 31 December 2016,
there were loans amounting to approximately HK$8.0
million (2015: approximately HK$1.4 million) advanced
from a director of the Company, who is also a
shareholder of the Company. The balances are unsecured,
interest-free and repayable on demand.
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PROVISION FOR RECLAMATION 29. FAEERARE
OBLIGATIONS

2016 2015
HKS$'000 HK$'000
S
FExT TETT
At 1 January w—HA—H 93,905 90,983
Provision made during the year FREE 5,884 8,077
Utilisation during the year FRNEA (3,374) -
Exchange difference b 5, = =8 (6,193) (5,155)
At 31 December WN+—_B=+—H 90,222 93,905

Provision for land restoration, environmental restoration
and safety costs pursuant to the relevant PRC regulations
and current mining activities are determined by
management based on their best estimates. However,
the estimate of the associated costs may be subject to
change in the near term in view of the effect of land and
the environment from current mining activities becomes
apparent in future periods. The amounts provided in
relation to restoration and safety costs are reviewed
regularly based upon the facts and circumstances
available at the time and the provisions are updated
accordingly.

AR 3 48 B R B AR 1) N2 3R B SR AR S A% P
EZTWER REERMZEMAN
ZREHEEEESEGEMER -
A ERIRES 2 RBHBE LK
REFEZREENAKBMEEFTH
BoMHEERAZGRERANSEHE
B FRAERRLERAZEES
BIRERAMANEE REREHETR
- AR B 5 R

BANK LOANS 30. RITER
2016 2015
HK$'000 HK$'000
—E-XEF —T—hHF
FTET FAT
Bank loans repayable within one year and B —F NEE &5 AR
classified as current liabilities BEZRITER 473,221 524,985
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30. BANK LOANS (continued)

30. RITEM(E)

2016 2015
ZE-RE —Z-RhF
Annual Annual
effective effective
contractual contractual
interest interest
rate (%) Maturity HK$'000 rate (%) Maturity HK$'000
EREHN EBREY
FER=E FFI &
(%) ) TERT (%) 35 FET
Secured EHEE 2.90% -9.00%  on demand 138,301  4.04%-5.35% on demand 143,001
ARER BTN
Secured B 4.84% -7.31% 2017 100,476 5.35%-6.60% 2016 119,370
Unsecured #3310 4.79%  on demand 22,328 5.89%  ondemand 23,874
AREXR BREK
Unsecured ¥ 4.79% - 13.10% 2017 212,116 5.98%-10.92% 2016 238,740
473,221 524,985

As at 31 December 2016, bank loans of approximately

R_TE—R"E+_A=+—8" 4

HK$238.8 million (2015: approximately HK$262.4
million) were secured by certain accounts receivable (note
24) and certain mining rights of the Group (note 17)
(2015: secured by certain accounts receivable and certain
mining rights of the Group).

As at 31 December 2016, bank loans of approximately
HK$356.0 million (2015: approximately HK$393.7
million) were guaranteed by certain independent third
parties and bank loans of approximately HK$117.2
million (2015: approximately HK$131.3 million) were
jointly guaranteed by a shareholder of the Company and
certain independent third parties.
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31. DEFERRED TAX

As at 31 December 2016, all tax losses and deductible
temporary differences of the Group have no expiry
dates under the current tax legislation except for the
tax losses amounting to approximately HK$407.3
million (equivalent to approximately RMB364.8 million)
(2015: approximately HK$408.4 million (equivalent to
approximately RMB339.0 million)) incurred by three
subsidiaries in the PRC, which will expire after 5 years
from the year in which the losses were incurred. The
Group has taxable losses arising in Hong Kong of
approximately HK$1.6 million (2015: approximately
HK$1.9 million). Deferred tax assets have not been
recognised in respect of these losses as they have arisen
in subsidiaries that have been loss-making for some time
and the unpredictability of future profits.

Movement in deferred tax liabilities during the year is as
follows:

31. IEAEBIIE
R-ZZE—XRE+-_A=+—H BE
WMEHEES AEBEFMAEHIEESR
Ko A] 00T B 1 = R R ER - R
BN =ZZXMBRARELENTEY
407,300,000 TL(HE RN AR
364,800,000t ( = — A F: 4
408,400,000 L(HHERH AR K
339,000,000 ) KB IHES B RBR HN - H
BREEEEFERTAFEEM-
AEBREBELEERBEEY
1,600,000 T( —Z T — A F: 4
1,900,000/ 70) MR BB EE B
—EHEHBEEBZHNERR RAREE
KA @F - AW EZEEEER
EETRIBEE o

FRETEHRARBRIEHWT

Amortisation

N\

allowance

on mining

rights for

tax purpose

Impairments in excess

of mining of related

rights and amortisation

property, for

plant and accounting
equipment purpose Total

B AR

RERUAER BEBEHS
M- BER RZ A8

REZHE s BEE ot

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

FET FET FETT

At 1 January 2015 R—_ZE—RF—H—H (7,283) 26,042 18,759
Credited to profit or loss s AE = (FiFE9)

(note 9) (17,549) 2,727 (14,822)
Exchange difference b 7, =28 1,080 (1,491) (411)
At 31 December 2015and 1 R=—_ZE—HEFE+ -8

January 2016 =+—Bk=Z—~X

#=—H—H (23,752) 27,278 3,526
Credited to profit or loss T AER (MFE9)

(note 9) (6,140) 2,688 (3,452)
Exchange difference b 7, =28 1,813 (1,887) (74)
At 31 December 2016 RZE—XR"F+=A

== (28,079) 28,079 -
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31.

DEFERRED TAX (continued)

As at 31 December 2016, deferred tax liabilities
amounted to approximately HK$3.8 million (2015:
approximately HK$9.5 million) in respect of the aggregate
amount of temporary differences of approximately
HK$38 million (2015: approximately HK$95.4 million)
associated with the undistributed earnings of certain of
the Group’s subsidiaries have not been recognised. No
deferred tax liabilities have been recognised in respect of
the differences because it is considered that the Group's

—NEFZA=1—HILFE

31. EEBIE(E)

R-ZBE—RNE+=-_A=+—H &&
BETHBARRDEEF 2 B
=R @5 493,800,000 T (ZE—F
£ : #99,500,000/8 T ) HHEE 2 A&
B IE JE B 18 & (& £ 4938,000,0007 7T
(ZZ—H 4 : 4995,400,0007 7T ) &
HARER AR EEBERELERIES
BETYRRASEENF B 2 BRI
BRAEARA BRI EEIMER AR

subsidiaries in the PRC will not pay any dividend to their YRR SR BAREB A EHIZE
overseas holding companies in the foreseeable future MBARIZKREREK BEZEFEZEY
and the Group is in a position to control the dividend TERA] R 2 5k EEmE o
policies of these subsidiaries and it is probable that such
differences will not reverse in the foreseeable future.
32. SHARE CAPITAL 32. BA
2016 2015
ZE-RE “T—hF
Number Number
of shares HK$'000 of shares HK$'000
RO#E TER B2 E TAT
Authorised: EE
At 1 January 2015, 31 R-Z-h¥—-H—Q-
December 2015, 1 January —RE+=A
2016 and 31 December =+—-H -Z%—R%F
2016, ordinary shares of —A—BE=Z—R
HK$0.1 each F+-A=+—-R0'8§
BREBIETZE®
& 30,000,000,000 3,000,000 30,000,000,000 3,000,000
Issued and fully paid: ERTRAR:
At 1 January 2015, 31 R=ZZE-A%—H—H"
December 2015, 1 January —HE+=A
2016 and 31 December 2016 =+—H —F—xF
ordinary shares of HK$0.1 —R—HARZZ—R
each £ +-A=t-8'%&
REENBIT L@
& 712,673,692 71,267 712,673,692 71,267
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33. SHARE OPTION SCHEME

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the
Group's operations. Eligible participants (“Participants”)
of the share option scheme include any employee of
the Company or any of its subsidiaries (including any
director of the Company or any of its subsidiaries). The
shareholders of the Company approved the termination
of the share option scheme adopted on 20 October
2004 (the “Old Scheme”) and adoption of the new share
option scheme (the “New Scheme”) in place of the Old
Scheme at the annual general meeting on 27 May 2014.
The New Scheme became effective on 27 May 2014 and,
unless otherwise cancelled or amended, will remain in
force for ten years from that date until 26 May 2024.

Under the New Scheme, the board of directors of the
Company may at its discretion grant options to the
Participants to subscribe for shares provided that the total
number of shares which may be issued upon exercise of
all options to be granted under the New Scheme and any
other share option scheme(s) of the Company shall not
in aggregate exceed 10% of the shares in issue as at the
adoption date. The maximum number of shares which
may be issued upon exercise of all outstanding options
granted and yet to be exercised under the New Scheme
and any other share option scheme(s) of the Company
shall not in aggregate exceed 30% of the shares in issue
from time to time.

Details of the said termination of the Old Scheme and
adoption of the New Scheme were also set out in the
Company'’s circular dated 24 April 2014.

No share options were granted during the years ended 31
December 2016 and 2015. As at 31 December 2016 and
2015, the Company had no share options outstanding
under the New Scheme.

33.

RS E
RABHEITHEREF AL TEHA
SEEBKINEMEMZAEKRRHE
EEHEARE - BRENEZEER
2HE([28E )BREAQRKEME
B AR ZEREE(BEARQF
KETMHBRARZESR) - N _F
—NERA-t++HHZBRRBFERS
O RREHER IR —ETNFE+ A
T ERMERETEI(ERTE])
W ER 4N T AR A A AT 21 ([ # T 21 ]) LARR
REFE - Ft8R—_=—WFERA
ZHEBHAER BIEWEE S MAE
Al BRI HRZABERE S —NF
FAZt+NBLETFNBER-

BIEFE AR EEe R WIER
HEERRE T2 EE ARERG - R
BT E R AR AT R E b BB AR A AT
2 TR ERE R BT R
T BT 2RO BERTBBBARARN
HWBHBEEITRMNDZ210% - ATTH
FTAREF T8 AR R I E i
MEHEET BB R BB R 1TE 2 BB AR
BITZROBE THBBAARE
REEITRH Z30% °

g EE B RIRAF T B 2 1B
AZt+mBz@EHK-

BHE_ZT—AFE_ZT—AF+=-A
St HUIEFEE TEEREER
HoRZE—ARFRZE—RF+=
A=+—8 A£EEREFHE L E
RITERE I HE -
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34. RESERVES
(@) Group
The amounts of the Group’s reserves and the
movements therein for the current and prior years
are presented in the consolidated statement of

changes in equity of the consolidated financial
statements.

(i)  Share premium account of the Group includes
the premium arising from issue of shares of
the Company at a premium.

(i) Capital redemption reserve arose from
the purchase of the Company’s share for
cancellation and represents a transfer from
the Company’s retained profits equivalent to
the nominal value of the shares purchased for
cancellation.

(iii) Contributed surplus of the Group arose as
a result of (i) the Group reorganisation in
1997 and represents the difference between
the nominal value of the Company’s shares
issued under the reorganisation scheme and
the nominal value of the aggregate share
capital of the subsidiaries then acquired,
(ii) the Group reorganisation in 2007 and
represents the reduction of capital of HK$64.1
million pursuant to a special resolution passed
on 1 November 2007; and (iii) the Group
reorganisation in 2012 and represents the
reduction of capital of HK$641.4 million
pursuant to a special resolution.

(ivy The capital reserve arose from the
capitalisation of retained profits of a PRC
subsidiary.

(v) In accordance with the relevant PRC
regulations, the Group's PRC subsidiaries are
required, at the discretion of their directors,
to appropriate a certain percentage of
their profit after tax, if any, to the statutory
reserve fund for the future development and
capital expenditure on staff welfare facilities
purposes.
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34. #E
(a) &&EH
AREBRAFE FIBEFE 2
R EBENRE VI mEK 245
BHEREERANER-

(i) ARAREREBEZETRSG
EZRBARNEEZ K
mEER o

(i) BEEEARRE R IEEHE
MEL 2 EARNBE T
BREBARAZRE R
A SRR E RN BRI EEH
Z D Z e

(i) NEBZHBABRTIRR
IMR—NNtFETZE
BlEH JERESEER
FrEIARE 2B BEITRG
AEHEMKERB AR Z
EARREE 2 Z8 ()R
T FHETZERE
W TERE-_ZTLF
+—HA—B@EBERR
= %R 4 I% 564,100,000
BT RN ZE——F
EBITZEESEE  HiERE
BRI RZEER DR K
641,400,000/ T °

(iv) BEAREEIAR —HEHE
f B 2 B 0 R BR g A & AR
fEmESE -

(v) RIEAEREFBEES  AEE
RPBEZHBRRALEE
EMBERBRT  FER
B M(MAE) 2E T
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BREBERZA  RERFHIA
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34. RESERVES (continued) 34. #i&EE)

(a) Group (continued) (a) XEE(E)

(vi) Pursuant to regulations in the PRC, certain (iv) RIEBERBUER  AEEET
subsidiaries of the Group were required to NG daa kY
make a transfer of production maintenance 5 WE I E e BE(HMERE
fee and safety fund to other reserve based on B) SEEH#EBLEL S
fixed amounts per tonne of raw coal mined He @R HMEE - 1B
(net of usage). According to the relevant THER - B ERE T
regulations, production maintenance fee, 2R AHEMBUEE 2
safety fund and other expense of similar BRAGTAEERARGFE
nature are required to be charged to cost W MmIEEREE m o i &
of production and credited to reserve. EREE-EIL BEES
Accordingly, the related funds are appropriated E BRE & AEL B
from retained profits.

(vii) The available-for-sale investment revaluation (viiy A EREEHEEHEE(E
reserve (which grouped as other reserve in the HERREHRTOE 75'5
consolidated statement of changes in equity) HEfEE)EREHEERE
represents accumulated gains and losses @iﬁuﬁlkﬁﬁuﬂﬁ‘] fi] B
arising on the revaluation of available-for-sale ERAZAIHEER ‘é{ﬁﬁ
investments of an associate that have been }ZEE’J%M& s EE -
recognised in other comprehensive income.

(b) Company (b) A&2AF
Capital
Share redemption Contributed Accumulated
premium reserve surplus losses Total
Ex
RaE - BERE  #ABH  RAER BE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET
At 1 January 2015 R-_Z—HF
—HA—H 235,334 50 467,243 - 702,627
Transfer from contributed WA BBEES
surplus to accumulated 2 E#E
losses - - (14,918) 14,918 -
Loss for the year FNEE = = = (14,918) (14,918)
At 31 December 2015 and 1 R =—ZE—FF
January 2016 ‘I'_H_+ A
RZZ—RE—
A—H 235,334 50 452,325 - 687,709
Transfer from contributed WA BBEES
surplus to accumulated 2 E#E
losses - - (452,325) 452,325 -
Loss for the year ENERE = = = (658,561) (658,561)
At 31 December 2016 RZZ—AF
+-A=+—H 235,334 50 = (206,236) 29,148

BMEEREREBRLA 2016FFH

137




V/// 4

138

Notes to the Financial Statements

Bt 3% 8RR MY A

For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

34. RESERVES (continued)
(b) Company (continued)

The contributed surplus of the Company arose as
a result of the reorganisations referred to in note
34(a) and represents (i) the excess of the fair value
of the shares of the subsidiaries then acquired,
over the nominal value of the Company’s shares
issued in exchange thereof; (ii) the reduction of
capital pursuant to a special resolution passed
on 1 November 2007; and (iii) the reduction of
capital pursuant to a special resolution passed on
10 October 2012. Under the Bermuda Companies
Act 1981 (as amended), the contributed surplus is
also available for distribution to the owners of the
Company. However, the Company cannot declare
or pay a dividend, or make a distribution out of
contributed surplus, if:

(@) itis, or would after the payment be, unable to
pay its liabilities as they become due; or

(b) the realisable value of its assets would thereby
be less than the aggregate of its liabilities and
its issued share capital and share premium
accounts.

Details of share premium account and capital
redemption reserve of the Company are set out in
note 34(a) above.

Pursuant to the special resolution, the directors
of the Company be and are hereby authorised
to use the amount standing to the credit of the
contributed surplus in any manner as may be
permitted by the Bermuda Companies Act 1981
and the bye-laws of the Company including,
without limitation, eliminating or setting off
the accumulated losses of the Company from
time to time without further authorisation from
the shareholders. During the year, contributed
surplus of approximately HK$452.3 million (2015:
approximately HK$14.9 million) was set off with the
accumulated losses.
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35. NON-CONTROLLING INTERESTS

Jinfeng, a 90% owned subsidiary of the Company, has
material non-controlling interests (“NCI”). The NCI of
all other subsidiaries that are not 100% owned by the
Group are considered to be immaterial.

Summarised financial information in relation to Jinfeng
and its subsidiaries, before intra-group eliminations, is
presented below:

35. FFiEERER

AREERONERZ L MERREE
HEEEAFZERE R IFZERR
m) FEEMYIFBAKERE
100% a5 2 MY 8 1~ 5] 2 R R M a5
WRBTEAX -

N e VR e
(7% B 25 22 5 744 5531 ) 3t
B

N\

2016 2015
HK$'000 HK$'000
—E—-XRE —ZT—RF
FET FET
For the year ended 31 December HBZ+-—A=+—HLEE
Revenue Wz 718,879 721,810
Loss for the year FAEE (246,305) (346,482)
Loss allocated to NCI DEEEFERER BB (24,605) (34,648)
For the year ended 31 December HBZ+_-—A=+—HILEE
Cash flows from operating activities K& ZEFEHERE (193,986) 368,830
Cash flows from investing activities KETHZHER=E 16,109 (324,215)
Cash flows from financing activities RIEEE 2RSSR E (46,645) 1,482
Net cash (outflows)/inflows B (KB HRAFRE (224,522) 46,097
As at 31 December R+t=-ZBA=+—H
Current assets mENEE 1,123,907 1,309,207
Non-current assets FEREEE 680,066 902,010
Current liabilities nEBeE (2,206,722) (2,383,455)
Non-current liabilities ERBAR (92,593) (102,531)
Net liabilities EEFE (495,342) (274,769)
Accumulated balance of NCI IEIERR S 2 Rt (51,345) (29,558)
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36. DISPOSAL OF A SUBIDIARY

During the current year, the Group entered into a sale
and purchase agreement with an independent third

36.

HE—FEHEQF
RAFE AEBE-ZHIE=)

RIVEEHHA LESEWURE

140

party to dispose of all equity interest in Jinfeng Mining
Equipment, an indirect 90% owned subsidiary, that
carried out trading of mining equipment and consumable
tools, at a consideration of RMB1,324,000 (equivalent
to approximately HK$1,546,000). The disposal was
completed on 28 June 2016, since then, the Group has

no more control of Jinfeng Mining Equipment.

Analysis of assets and liabilities of the subsidiary over

B

— [ A AN 5 (B8 P 2 5 90 % 4 2 A
BRR REFEREREMES X
B2 BRE REARK
1,324,0007C( 48 & M 491,546,000/
L) e HER—_E—XRFENA=-+NB
TR M EAREETBEH S ZEL

ERAZHENHBARZEERA

which the control was lost: BT
HK$'000
FHET
Property, plant and equipment I EN e 357
Inventories Ve 1,803
Trade receivables JIE W BR 3R 22,076
Other receivables, net H b e UK SR IB FEE 18
Cash and cash equivalents RekBHEeFEER 2
Trade payables JE 1+ BR 3K (17,031)
Other payables H fth & < 5038 (3,453)
Tax payables FERT B (11)
Dividend payables FEFT AR B (4,938)
Non-controlling interests FEVE R M A 100
Net liabilities attributable to the owners to the EHERRDRHEE AEMN
Company disposal of BEFERE (1,077)
Release of exchange fluctuation reserve upon & — BT F B & BB 48 [ B 5% B
disposal of a subsidiary {1 (160)
(1,237)
Gain on disposal of a subsidiary k=l Sy =N & 2,783
Total consideration HRE 1,546
Net cash inflow on disposal of a subsidiary AFEEHE—FHNBARKRES
for the current year: A
Consideration received in cash and cash equivalents R4 RIS ZEER P WKE 1,546
Less: cash and cash equivalents of a subsidiary B EEREMNBRARIZRE KRS
disposed of £[EIBH (2)
Net cash inflow on disposal of a subsidiary AFEEHE—HEHNBARRIRSE
for the current year MAFRE 1,544
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OPERATING LEASE COMMITMENTS 37. &R EE
As at 31 December 2016, total future minimum lease RZE—ARF+_A=+—8 K&
payments under non-cancellable operating leases in BB E N AR K S H L FE it S
respect of land and buildings and office equipment FERRANZZEESNSZ BB FEHEL
payable by the Group are as follows: NRABREIBERAT
2016 2015
HK$'000 HK$'000
—E-XEF —ZET—RF
FExT FHTT
Within one year —FR 361 1,364
In the second to fifth years inclusive $F _FEFERF
(ERMEBREERN) 102 256
463 1,620
The Group leases certain properties under operating REEREBREESHOBEES TWE-
leases. The leases run for an initial period of one to MO EERMNTR/RP—FE+F R
ten years, without option to renew the lease term at & B RNAEIZE A - AR E AR
the expiry date. None of the lease includes contingent e
rentals.
CONTINGENT LIABILITIES 38. WAREE

On 28 July 2015, Jinfeng, an indirect non-wholly owned
subsidiary of the Company, entered into an agreement
(the "Agreement”) with an independent third party
("Counterparty”), pursuant to which the parties have
agreed to provide mutual guarantees with respect to
each other. Both parties agreed that should any party
(including its subsidiaries and holding companies)
("Borrower") apply for a loan(s) from a bank or financial
institution (“Lender”), if the Lender so requires, the
other party (“Guarantor”) shall provide a guarantee(s)
for the obligations of the Borrower under the loan on
the terms and conditions contained in the agreement.
The total amounts to be guaranteed by each party shall
not exceed RMB50.0 million. The effective period of the
Agreement shall be from 28 July 2015 to 28 July 2018
("Effective Period”). For each guarantee to be provided
by each party within the Effective Period, the maximum
guarantee period is three years from the date of the loan
agreement.

RZZE—RF+tA=-+NH KAF
W2 ENB AR LY E — 2B
F=HHFHFDIIL— Oz %
g l) B EHREEERELR
ER-EHES EE—H(BRFEH
MIB AR RIERR R EN([EFRA D MR
THREREEB(ERADBRBER
S—HTERADBEREZBEH
BERRIEEAEEBERARERTHER
REER - SHERNEESETERE
iB A R #50,000,00070° % A
WA ZE—RAF+A-+N\BHZ=
TE-NFLtA-_+NBUERE]-
R FEARHRNRRNSEERD
T ReERPAERGHEAHRE=
i °
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38. CONTINGENT LIABILITIES (continued)

As of 31 December 2015, a banking borrowing
amounting to approximately HK$47.8 million (equivalent
to RMB40.0 million) has been withdrew by a subsidiary
of the Counterparty and pursuant to the Agreement, the
corresponding amount has been guaranteed by Jinfeng
accordingly. Following such RMB40.0 million banking
facility has been fully settled in the current year, as of
31 December 2016, there is no outstanding borrowing
which is guaranteed by Jinfeng in relation to the
Agreement.

No provision for the financial guarantee has been made
as in the opinion of the directors of the Company, the fair
value of the financial guarantee was insignificant at initial
recognition and the directors of the Company did not
consider it probable that a claim will be made against the
Group under the guarantee as of 31 December 2015.

39. RELATED PARTY TRANSACTIONS

In addition to the transactions and balances disclosed
elsewhere in the consolidated financial statements, the
Group had the following material transactions with
related parties during the year and in the prior year:

(a) Compensation of key management

—NFTZA=+—HIFFE

38. AREBE (&)
R-_E—RAF+=-A=+—RH HF
F—RHWNBARCIRIREEY
47,800,000 T( HE R A R ¥
40,000,0007T) WIRTTIEE « IRIEFZ 1%
o NHECHECHAERSE2ER &
Z AR 40,000,000 RITEEERAK
FERBBEBFR WEREFHRE
RS ERBZIEER -

I E ok R AE L B REEAR
NAIEZRR UHERRVIFZER
RORAFEIK BARREZRR
BE-_ZT-AF+T-_A=1t—HA%
EREERFELRERATEENA

39. BEALRS
,ﬁ?éﬁﬁﬁ“#&ﬁéﬁ{m*ﬁf PR ER 2 2
REESRIN AEBREEEALTRSE
W&tfifg*ﬁuTiﬁii’n =

(a) EEEBAEZHME

personnel
2016 2015
HK$'000 HK$'000
—E-XE —ZE—hF
FExT FHEIT
Short-term benefits: HHERF
Fees, salaries and other allowances #4 ¥4 & E #3280, 5,307 8,805
Post-employment benefits: BEB T -
Retirement benefit scheme RRAE A ET S 50
contributions 42 42
5,349 8,847

(b) Financing arrangement

Details of interest-free loans amounting to HK$8.0
million (2015:HK$43.2 million) advanced from
certain related parties are disclosed in note 28.
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40. EVENT AFTER THE REPORTING PERIOD

41.

On 10 January 2017, the Company announced that as
requested by the relevant government authority, all the
coal mines (including all the Group’s coal mines) located
in Dengfeng City, Henan Province, the PRC, have to be
suspended for production and operation. The suspension
was due to a gas outburst that occurred in a coal mine
(not owned by the Group) of Denfeng City.

Details of the suspension were set out in the
announcement of the Company dated 10 January 2017.

In the opinion of the directors of the Company, the
suspension is in relation to safety inspection to be
performed by the relevant government authority for all
local mines located in Dengfeng city. In the opinion of the
management, the suspension is expected to be temporary
in nature and would not constitute material prolonged
effect to the operation of the Group.

FINANCIAL RISK MANAGEMENT

The Group is exposed to a variety of financial risks which
results from both its operating and investing activities.
The Group does not have written risk management
policies and guidelines. However, the board of directors
of the Company meets periodically to analyse and
formulate strategies to manage the Group’'s exposure
to market risks, including changes in interest rates and
currency exchange rates. Generally, the Group introduces
conservative strategies on its risk management. The
Group's exposure to market risk is kept to minimum. The
Group has not used any derivatives or other instruments
for hedging purposes. The Group does not issue
derivative financial instruments for trading purposes.

(a) Credit risk

Credit risk refers to the risk that the counterparty
to a financial instrument would fail to discharge
its obligation under the terms of the financial
instrument and cause a financial loss to the Group.
The Group’s exposure to credit risk mainly arises
from granting credit to customers in the ordinary
course of its operations and its investing activities.

40. HEHREIE
n=

41.

Z—+¥—-HA+H ARAE
i BRERERENR MANURNTE
AREEEETRE(BRASEMRA
Big)BELRE - RREILFERH
REZHD —EARE(LIFAAEE
BAE)BELETRHREER -

ELEEFBINRARARBH/-F
—tF-ATBENAE-

ARAREERR FIFESNEH
EREEHTHERBRET L 2R
E-ERERR FIEERHTE
HAKEREENEARRTE -

M EREE

AEE 2 X RRE DB E Z IR
HRR AREYESERREE
B Kt - A ARREFETE
HRTEE 2 RHETBRIAER
AEEEY 2T SRR BEME
c—fRimE AKE
FEL R B B PR HE T AR T R o NERE
P 2 T 35 R B A 5 PMEUK S - 3
EREAEMITESNEM T A AEY
e REEY BETITESHTAIN

EEE -

(a) FERAR
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41. FINANCIAL RISK MANAGEMENT (continued) 41. BEEEEE#E)

144

Carrying amounts of the financial assets presented
in consolidated statement of financial position
are net of impairment losses, if any. The Group
minimises its exposure to the credit risk by
rigorously selecting the counterparties, performing
ongoing credit evaluation on the financial
conditions of its debtors and tightly monitoring
the ageing of the receivables. Follow-up actions
are taken in case of overdue balances. In addition,
management reviews the recoverable amount of
the receivables individually or collectively at each
reporting date to ensure that adequate impairment
losses are made for irrecoverable amounts.

The credit risk on pledged bank deposits and cash
and cash equivalents is also limited because the
Group’s pledged bank deposits and cash and cash
equivalents are all deposited with major banks
located in Hong Kong and the PRC.

The credit policies have been followed by the Group
since prior years and are considered to have been
effective in limiting the Group's exposure to credit
risk to a desirable level.

The Group's exposure to credit risk is influenced
mainly by the individual characteristics of each
customer. At the end of the reporting period, the
Group has a certain concentration of credit risk
as 93.9% (2015: 88.6%) of the Group's accounts
receivable was due from a major customer of the
Group.

Further quantitative disclosure in respect of the
Group's exposure to credit risk arising from accounts
receivable is set out in note 24.
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41. FINANCIAL RISK MANAGEMENT (continued)

(a)

(b)

Credit risk (continued)

At each reporting date, the Group reviews
prepayments, deposits and other receivables for
evidence of impairment on an individual and
collective bases. As at 31 December 2016, the
Group determined deposits and other receivables
of approximately HK$46.5 million as individually
impaired (2015: approximately HK$50.6 million).
Based on this assessment, impairment loss of
approximately HK$2.3 million was recognised
during the year (2015: approximately HK$16.7
million).

Other than those disclosed in note 38, the Group
does not provide any financial guarantee at the end
of the reporting period which would expose the
Group to credit risk.

Interest rate risk

Interest rate risk relates to the risk that the fair value
or cash flows of a financial instrument will fluctuate
because of changes in market interest rates.
Financial instruments bearing variable rates and
fixed rates expose the Group to cash flow interest
rate risk and fair value interest rate risk respectively.

The interest rates and terms of repayment of the
Group’s bank loans are disclosed in note 30. The
Group's exposures to fair value interest rate risk and
cash flow interest rate risk on financial liabilities are
minimal. The directors of the Company consider the
Group’s exposures to cash flow interest rate risk on
bank balances as follows:

41. IR EREE)
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

41. FINANCIAL RISK MANAGEMENT (continued)

(b)

Interest rate risk (continued)

Sensitivity analysis

The following table illustrates the sensitivity of the
Group's loss after income tax and accumulated
losses to a possible change in interest rates of
+/- 0.5% (2015: +/- 0.5%), with effect from the
beginning of the year. The calculations are based
on the Group’s bank balances held at the reporting
date. All other variables are held constant.

41. BIEEKREEE)
(b) R=REB(E)

BEE DT

TRE B FE  KEBERAT
SHrEBBRRFTEBEEFIE
REHIB+/-05%( =T — A %F :
+/-0.5% ) E8) 2 BRE © L THiR
BAEBNRE BHFE ZR1T
EHRETE -FTAEEMA] B EER
B o

Decrease/
(increase) in
loss after
income tax and
accumulated

losses
MRATESBREER
(Rm2) /#mk
2t EE
HK$'000
FET
31 December 2016 —E—RF+=-A=+—H
+0.5% +0.5% 1,029
-0.5% -0.5% (1,029)
31 December 2015 —E—REFE+_HA=+—H
+0.5% +0.5% (2,028)
-0.5% -0.5% 2,028
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The assumed changes in interest rates are
considered to be reasonably possible based on
observation of current market conditions and
represents the management’s assessment of a
reasonably possible change in interest rate over the
period until the next annual reporting date.

The sensitivity analysis included in the consolidated
financial statements of the year ended 31 December
2015 has been prepared on the same basis.

The Group manages interest rate risk by monitoring
its interest rate profile reqgularly. The Group adopts
a policy of ensuring that most of its borrowings are
on a fixed rate basis. The policies to manage interest
rate risk have been followed by the Group since
prior year and are considered to be effective.
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41. FINANCIAL RISK MANAGEMENT (continued)

()

(d)

Foreign currency risk

The sales and purchases of the Group are
predominantly in RMB which is the functional
currency of the related group entities. The directors
of the Company therefore are of the opinion that
the Group’s sensitivity to the changes in foreign
currencies are low and the Group and Company do
not hedge their foreign currency risk.

Liquidity risk

Liquidity risk relates to the risk that the Group will
not be able to meet its obligations associated with
its financial liabilities that are settled by delivering
cash or another financial asset. The Group is
exposed to liquidity risk in respect of settlement of
its financial obligations, and also in respect of its
cash flow management.

The Group’s objective is to ensure adequate funds
to meet commitments associated with its financial
liabilities. Cash flows are closely monitored on
an ongoing basis. The Group will raise funds
from the realisation of its assets if required. As at
31 December 2016, the Group had net current
liabilities of approximately HK$487,158,000 (2015:
HK$421,818,000). The liquidity of the Group
is primarily dependent on its ability to maintain
adequate cash inflows from operations and from
the measures adopted by the directors of the
Company as detailed in note 3.1 to the consolidated
financial statements to meet its debt obligations.

The liquidity policies have been followed by the
Group since prior years and are considered as
effective in managing liquidity risks.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

41. FINANCIAL RISK MANAGEMENT (continued) 41. BEEEEE#E)

(d) Liquidity risk (continued) (d) REBELEARE)
The table below summarises the maturity profile of TR AG 49 AT IR 7k B AR At
the Group’s financial liabilities based on contractual AEEemaE BN

undiscounted payments:

Within 6 Total
months or 6-12 Over undiscounted Carrying
on demand months 1 year amount  Discount amount
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AMIAR
FREXK ~E E3 g}

B2 @A SR-F BeE g REE
TATL TATL TAL TATL TAL TATL

At 31 December 2016 WZZ—RE

+-A=1+-H
Accounts and bills payables & 837 i E % 732,769 - - 732,769 - 732,769
Other payables and HibENERER
accruals ER 434,900 - - 434,900 - 434,900
Amount due to an N —R%E A FH
associate B - - 92,593 92,593 - 92,593
Bank loans RITER 353,921 127,474 - 481395 (8174) 473,221

1,521,590 127,474 92,593 1,741,657 (8,174) 1,733,483

Financial quarantee issued: 2 %{TBIBER

Maximum amount BEREAEH
quaranteed (note 38) (KtE38) - & - - - -

At 31 December 2015 WZE-RE+-A

=t+—H
Accounts and bills payables e Bk R R & 799,759 - - 799,759 - 799,759
Other payables and H it e SR R ST
accruals = 469,213 - - 469,213 - 469,213
Amount due to an B —AgBERFR
associate B - - 99,005 99,005 - 99,005
Bank loans RITER 349,975 188,310 - 538,285 (13,300) 524,985

1,618,947 188,310 99,005 1,906,262 (13,3000 1,892,962

Financial quarantee issued: 2 %17 BER -

Maximum amount BERRALHE
guaranteed (note 38) (Kt3E38) 59,685 - - 59,685 - 59,685
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41. FINANCIAL RISK MANAGEMENT (continued) 41. BB EEEE#E)

(e) Business risk (e) HEKEB
The Group’s primary businesses are the production AEE FEEXEKARFTREE
and sales of coal and the trading of purchased &?ﬁ‘%ﬂi’%ﬁﬁl&(&%ﬁé$ﬁ%)\ﬁﬁ%
coal in the PRC. The Group’s financial results are S REECHBERERKEBEE
influenced by the changes in prices of coal, as well HRAEEEPHAEREEER
as by the Group’s ability to maintain or renew all HIENEHRAREERTRHAEER
requisite certificates, permits and business licences ﬁﬁ’ikﬁﬁﬁjﬁﬁﬁﬁﬁ’jﬁﬁﬁmg =F
from relevant regulatory authorities in the PRC BREERRBIEENTE-

which is required for the Group to operate in the
production and sales of coal in the PRC.

42. SUMMARY OF FINANCIAL ASSETS AND 42. REHHS2EMEERSHE
FINANCIAL LIABILITIES BY CATEGORY EEHME
The carrying amounts of the Group’s financial assets and AEBR_ZTE—ARFER_ZFT—HF
liabilities recognised as at 31 December 2016 and 2015 +=-—A=+— Eﬁ&umZ%l’ﬂé?&ﬁ
may also be categorised as follows. See notes 3.14 and BEBMENAIEZE T AN ETHE
3.15 for explanations about how the category of financial BESRTAESBEIAEEREESS
instruments affects their subsequent measurement. 7RI R RARIEE3.14523.15 ©
2016 2015
HK$'000 HK$'000
—E-XE —E—RF
FTEX FAET
Financial assets cTRMEE
Available-for-sale financial assets A E S rﬂﬁﬁ? 660 706
Loans and receivables ,\/T)\&FEJ‘IQ
— Accounts and bills receivables — AR R &mﬁ 176,692 185,358
— Deposits and other receivables — 1R & &AM FE Y R IE 353,402 94,427
— Pledged bank deposits —BEEBIRITERK 523,592 577,751
— Cash and cash equivalents —HekBREFEEER 178,134 541,224
1,232,480 1,399,466
Financial liabilities cRAE
Financial liabilities measured at amortised (ZREEK A E 2 2RI E G
cost
— Accounts and bills payables —ENERREE 732,769 799,759
— Other payables and accruals — E i fE AT RIE K
EETEM 434,900 469,213
- Bank loans —IRITEN 473,221 524,985
— Amount due to an associate —ER — Rt A F FIE 92,593 99,005
1,733,483 1,892,962
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=+—HIFE

42. SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY

(continued)

(a) Financial instruments not measured at fair

b)

value

Financial instruments not measured at fair value
include available-for-sale financial assets (non-
current), accounts and bills receivables, deposits and
other receivables, pledged bank deposits, cash and
cash equivalents, accounts and bills payables, other
payables and accruals, amount due to an associate
and bank loans.

Due to their short term nature, the carrying
amounts of accounts and bills receivables, deposits
and other receivables, pledged bank deposits, cash
and cash equivalents, accounts and bills payables,
other payables and accruals, amount due to an
associate and bank loans are approximates to their
fair value.

The available-for-sale financial assets are measured
at cost less any identified impairment at each
reporting date because the range of reasonable fair
value estimates is so significant and the probability
of the various estimates is significant. Accordingly,
the directors of the Company are of the opinion
that the fair value cannot be reliably measured.

At 31 December 2016 and 2015, all financial
instruments are carried at amounts not materially
different from their fair values except the amount
due to an associate amounting to HK$92,593,000
as of 31 December 2016 (2015: HK$99,005,000).
In the opinion of the directors of the Company, the
fair value of the balance have not been determined
as the timing of the expected cash flows of these
balances cannot be reasonably determined because
of the relationship.
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For the year ended 31 December 2016 B Z_—FT—NF+-_H=1+—HIFE

CAPITAL MANAGEMENT

The Group's objectives when managing capital are:

(@) To safeguard the Group’s ability to continue as
a going concern, so that it continues to provide
returns and benefits for stakeholders;

(b) To support the Group'’s stability and growth; and

(c) To provide capital for the purpose of strengthening
the Group’s risk management capability.

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future
capital requirements of the Group and capital efficiency,
prevailing and projected profitability, projected operating
cash flows, projected capital expenditures and projected
strategic investment opportunities. The Group currently
does not adopt any formal dividend policy. Management
regards total equity of approximately HK$100.4 million
(2015: approximately HK$377.8 million) as capital, for
capital management purpose.

COMPARATIVE FIGURES

To conform with the current year’s presentation in
the consolidated income statement, approximately
HK$1,792,000 was reclassified from administrative
expenses to impairment loss on accounts receivable for
the year ended 31 December 2015.

43.
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45. COMPANY-LEVEL STATEMENT OF 45. N TR IEAR R R
FINANCIAL POSITION
2016 2015
Note HK$'000 HK$'000
ks —EB-RE —T—HF
FET FET
ASSETS AND LIABILITIES EEREE
Non-current assets ERBEE
Investments in subsidiaries RETB AR ZIKE 14 116,537 775,662
Current assets REBEE
Prepayments, deposits and TBNHIE e R
other receivables H b el I8 162 291
Cash and cash equivalents BeRESZEIER 1,088 1,830
1,250 2,121
Current liabilities REBEE
Other payables HAb e 308 10,077 5,259
Net current liabilities BB EEE (8.827) (3,138)
Total assets less current liabilities @ & E R T EAE 107,710 772,524
Non-current liability FEREBEME
Amount due to a subsidiary FE— TR B ARl 2 5KIE 7,295 13,548
Net assets EEFE 100,415 758,976
EQUITY IR A
Share capital RN 32 71,267 71,267
Reserves i 34(b) 29,148 687,709
Total equity IR 5 B ME 100,415 758,976
Approved and authorised for issue by the board of BEEgR T —+tF=-A=1+HH#E
directors on 30 March 2017 and are signed on its behalf RIEERZE  WHRATALTREKRESE:
by:
Dong Cunling E#FIK Yang Hua 5%
Director #EZF Director Z*
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