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CHAIRMAN'S STATEMENT

EF B O®R &

On behalf of the Board of Huscoke Resources Holdings Limited, | am
pleased to present the annual report of the Group for the year ended 31
December 2017.

BUSINESS OVERVIEW

The PRC’s economy continued to grow moderately during 2017,
with its gross domestic product increased by 6.9% year-over-year,
among which its gross industrial product increased by 6.6%
year-over-year. Driven by the increasing demand of the infrastructure
and real estate, as well as the government policies such as the national
supply-side reform and coke capacity reduction campaign, the market
supply of coke was overall tight. The coke prices fluctuated dramatically
throughout the year, overall showing a rising trend and representing
a growth of 16.3% year-over-year. Following by the rising coke prices
and coke demand, the coke market has showed a recovery and bullish
signal. Therefore, the revenue of coke production business of the Group
improved over the last year.

However, opportunities also bring challenges. Due to the restricted
supplies of coking coal and high coke prices, the prices of coking coal
rose dramatically, resulting in a corresponding decrease in gross profit
for coke. In addition to the sharp increase in transportation costs and
labor costs, the net profit of coke production business was pressured.
On the other hand, in order to promote the supply-side reform, the PRC
government promulgated a series of policies, including the tightening
of environmental standards and delaying the time period for coking
coal to curb overcapacity, which also impacted the Group’s coke
production business. In response to these unfavorable market factors,
the management has adopted various measures, such as adjusting
sales and production strategies, strengthening the cost control and risk
management. As such, the Group overcame the operational challenges
and successfully maintained profit for the year.
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CHAIRMAN'S STATEMENT

F R ® &

FINANCIAL PERFORMANCE OVERVIEW

As a result of the dramatic rising of coke prices in 2017, the
Group recorded total revenue of approximately HK$1,330,791,000
for the year ended 31 December 2017 (“FY2017", representing
a huge jump of approximately 68% as compared to the same of
approximately HK$792,518,000 for the year ended 31 December
2016 (“FY2016"). Operating profit before interest and tax was
approximately HK$134,674,000 in FY2017, as compared to operating
loss before interest and tax of approximately HK$70,507,000 in
FY2016. Profit attributable to shareholders amounted to approximately
HK$117,898,000 in FY2017, as compared to profit attributable to
shareholders of approximately HK$55,663,000 in FY2016. Basic
earnings per share was 4.54 Hong Kong cents in FY2017, as compared
to basic earnings per share of 4.00 Hong Kong cents in FY2016.

PROSPECTS

Looking ahead to 2018, The PRC’s economy is expected to keep a
moderate growth under stable economic circumstances. The PRC
government is expected to further promote the supply-side reform to
eliminate the excess and disqualified production capacities of steel
and coal, resulting a structural improvement towards the supply and
demand of coke and providing a strong support towards the prices of
coke. The coke industry is expected to maintain a stable performance
with good momentum of growth. The Group will pay a close attention
to both domestic and international market situations and timely revise
business strategies accordingly thereby improving the profitability of the
Group.

On the other hand, the PRC government has implemented a series of
environmental protection policies such as ‘The Air Pollution Prevention
Action Plan’ to solve the long-standing air pollution problem. It is
expected to impose a stricter environmental governance toward the
coke industry. In response to the tightened environmental standard
toward the coke industry, the Group will further upgrade its existing
equipment and facilities so as to achieve cleaner emissions.
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CHAIRMAN'S STATEMENT

EF B O®R &

The Group will explore collaborative opportunities relating to the
exiting business and will integrate upstream and downstream assets
that provide synergies to the current coke production business. At
the same time, the Group will seek to broaden its business horizons
by pursuing suitable investment opportunities in industries with
competitive advantages and development potential so as to explore the
possibilities of strategic transformation of the Group. The Group has
disclosed a possible investment on March 29, 2018 and may invest in a
China-based software service provider which the major product named
E-dianbao, is an E-commerce Enterprise Resource Planning (ERP)
software, thereby developing new economic business of the Group such
as E-commerce software services. We are confident that the Group will
have a better development in the future and create a greater value for
all our shareholders.

APPRECIATION

On behalf of the Board, | would like to express my sincere appreciation
to the shareholders of the Company for their continued support and
sincerely thank the Directors and staff for their dedication and diligence.
| also wish to take this opportunity to express my gratitude to the
Group’s customers, suppliers, bankers and convertible bonds holders
for their ongoing support.

ZHAO Xu Guang
Chairman

29 March 2018
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MANAGEMENT DISCUSSION AND ANALYSIS
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MARKET AND BUSINESS REVIEW

The PRC macro-economy continued to maintain moderate growth
during 2017, with gross domestic product achieving a year-on-year
growth of 6.9%, among which gross industrial output has increased
by 6.6% as compared to the corresponding year. Driven by demand
of infrastructure and real estate, the domestic steel production has
continued to expand and led to a steady growth in coke demand.
Meanwhile, the PRC government has initiated policies to curb
overcapacity, including the tightening of environmental standards and
delaying the time period for coking coal, which had led to shortages in
coke supply as a whole. Also, due to restocking by steel companies and
other seasonal factors, the coke prices have experienced volatility at

peak level in recent years.

On the other hand, the coking coal price increased substantially as a
result of capacity cut policies, resulting in a surge in cost of production
and a corresponding decrease in gross profit for coke. At the same
time, domestic railway transportation fee has risen multiple times during
the year, as a result, sales expense increased significantly as compared
to last year. The management has adopted prudent business strategies
to cope with adverse factors such as market volatility and production
cost increase, while successfully maintained profit for the year through
higher production and operating efficiency and strengthened cost
control.

In addition, the management has always attach great importance to
production safety and environmental protection, place huge effort
in developing as an enterprise that embraces safety and values the
environment, strictly comply with production safety and environment
related laws and regulations, as well as comply with national emission
standards.
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW

Revenue, gross profit margin, net profit, profit attributable to
owners of the parent and earnings per share

The total revenue was approximately HK$1,330,791,000 (2016:
HK$792,518,000), representing an increase of approximately 68% as
compared to the last corresponding year. The Group recorded gross
profit margin of approximately 16% as compared to approximately
17% in 2016. The profit for the year and the profit attributable to
owners of the parent amounted to approximately HK$131,913,000 and
HK$117,898,000, respectively, as compared to the profit for the year
and the profit attributable to owners of the parent of approximately
HK$60,381,000 and HK$55,663,000, respectively, for the corresponding
year in 2016. Basic earnings per share was 4.54 Hong Kong cents,
as compared to basic earnings per share of 4.00 Hong Kong cents in
2016.

The Group is principally engaged in three business segments, namely:
(i) trading of coke (the “Coke Trading Segment”); (ii) washing of raw
coal into refined coal for sale and for further processing, and the sale
of electricity and heat which are generated with by-products produced
during washing of raw coal (the “Coal-related Ancillary Segment”);
and (iii) processing of refined coal into coke for sale, and sale of coke
by-products that are generated during coke production (the “Coke
Production Segment”).

Coke Trading Segment

To continue the Group’s effort in exploring business opportunities in
coke trading segment and developing a long-term business relationship
with Kailuan, the Group established a Hong Kong company, Herong
Resources Limited (“Herong”), with one of Kailuan’s shareholder,
Rontac Resources Company Limited (“Rontac”) on 20 May 2015.
The Group owns 51% shareholdings of Herong, while Rontac owns
the remaining 49%. On 14 December 2017, the Group acquired 49%
shareholdings of Herong from Rontac and as a result, the Group owns
100% shareholdings of Herong. This company is engaged in coke
and coal trading business and commenced operation in the second
half of 2015. PRC subsidiary operated raw coal trading with turnover
approximately HK$32,130,000 in 2017. Herong earned agency fee of
coke and coal trading of approximately HK$1,279,000 in 2016. The
Group will continue to explore the direct coal and coke trading business
opportunity in the future.

a M

BHEE

WA~ ERE RFRE  BAREEAREE
NREREF

U A 491,330,791,00008 7L (2T — N 4F ¢
792,518,000/ 7T) + & & 4 [F B 38 11 4968% ©
AEEHBEENRHI6% M_T—~FHLH
17% ° ZEEHF R RAHEE ARG D5
#)5131,913,0007% 7T % 117,898,000/ 7T, * M=
E-REREzFEREMNRGRAER AEGR
4 5l 49£60,381,0007%8 7T % 55,663,000/ 7T
SRELBH B4S4EN  MZTE—RF2ER
EAREFA4.008L -

AEBIERE-EEZKIE BOHERES
(IERESFE]D  (VERENEEEHEERS
RE—SNMT2BEE  AREEEE R Ok
RERBEEEER) ([EREEMBEIE])
RONMIBENEEEHERE2ERK AR
HEREREEREMEA ZERAER ([Bik
EEANE] o

ERESDE
BUNBERTERBES DB 2HHE - U REH
BREVRAEBAEBRGR FAEEREMBEEH—
ZlE - BMEARERAR ((ME)R_Z—F
FRAZHERY —HEBEMOQF M E
RERAF(TAE]) - RERHEAMFS1% 2
B BENEEBRTL9% B - R T —+F
TZATEBE - AEERERE R 2 49%R
AL AEEEB MR 2100%KE - Z A
AREEREERESHER  YER-T—RF
THERALE -FHAWNBRANZZ—LFL
BREE SEREE432,130,000/8 T2 £
MABR T - AFHREEREIERESH 2R 12
B 471,279,0008 T - AEBEHRRRBFERR
BRRERNEZEFHS -

HUSCOKE RESOURCES HOLDINGS LIMITED Ai 3 % U5 ¥ Bt 5 B 2 )



MANAGEMENT DISCUSSION AND ANALYSIS
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Coal-related Ancillary Segment

The coal-related ancillary segment related to the washing of raw coal
into refined coal for sales and for further processing, and the sale of
electricity and heat which are generated as the by-products during
washing of raw coal.

The capacity cut policy in the coal industry largely eliminated the
old, small-scale, inefficient and high carbon emissions domestic coal
miner and caused to contraction of coal supply. Thus, the company
closely monitored the market demands, and strived to improve the
high-quality supply capacity, and led to increase in external sales
from HK$77,359,000 in 2016 to HK$109,619,000 in 2017, representing
an increase of approximately 42%. The segment loss improved
from HK$261,000 in 2016 to the segment profit of approximately

HK$33,935,000 in 2017.

Coke Production Segment

Given increase in coke prices in 2017, the coke production segment
recorded a substantial increase in revenue from HK$715,159,000
in 2016 to approximately HK$1,189,042,000 in 2017, representing
an increase of 66%. The raw material prices soared significantly
under the imbalance supply and demand situation. As a result, the
coke market and price in 2017 also turned this segment from a profit
status of HK$104,579,000 in 2016 to a profit status of approximately
HK$171,015,000 in 2017.

Selling and Distribution Costs

The selling and distribution costs of the Group were mainly from
the Coke Production Segment. It increased from approximately
HK$55,949,000 in 2016 to approximately HK$146,429,000 in 2017,
representing an increase of approximately 162%, as a result of
increased long-distance transportation cost incurred to major customers

in 2017.

Administrative Expenses

The administrative expenses of the Group amounted to approximately
HK$83,804,000 in 2017, representing an increase of approximately
5.3% from approximately HK$79,608,000 in 2016. The increase in
administrative expenses was mainly attributable to the increase in staff
costs in Hong Kong operation for expansion of potential investment.
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MANAGEMENT DISCUSSION AND ANALYSIS

B E E & W R

Finance Costs

The finance costs of the Group mainly represented interest expenses
the convertible bonds issued in 2016. The finance costs recorded by
the Group increased to approximately HK$8,015,000 in 2017 from
approximately HK$1,582,000 in 2016, mainly due to interest expense in
relation to the convertible bond issued in November 2016.

CHARGES OVER ASSETS
The Group had no pledged assets, including pledged deposit as at 31
December 2017 (2016: Nil).

CAPITAL STRUCTURE AND CAPITAL MANAGEMENT

The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximize shareholders’ value.

The Group manages its capital structure and makes adjustments to it
in light of changes in economic conditions and the risk characteristics
of the underlying assets. To maintain or adjust the capital structure,
the Group may adjust the dividend payment to shareholders, return
capital to shareholders or issue new shares. No changes were made in
the objectives, policies or processes for managing capital during the
Reporting Period as compared with the year ended 31 December 2017.

The Group’s principal financial instruments comprise convertible bonds
and other borrowings. The main purpose of these financial instruments
is to raise finance for the Group’s operations. The Group has various
other financial assets and liabilities such as trade receivables,
deposits and other receivables, amounts due from the Non-controlling
Shareholder, cash and bank balances, trade payables, and other
payables and accruals, which arise directly from its operations.

The main risks arising from the Group’s financial instruments are
foreign currency risk, credit risk and liquidity risk. The Board reviews
and agrees policies for managing each of these risks and they are
summarized below.

The Group regularly monitors capital using a gearing ratio, which is net
debt divided by the adjusted capital plus net debt. Net debt includes
trade payables, other payables, accruals and deposits received, other
borrowings, convertible bonds, net of cash and bank balances. Capital
includes the convertible bonds issued in 2016 and equity attributable to
owners of the parent. The gearing ratios as at 31 December 2017 was
62% (31 December 2016: 71%).
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MANAGEMENT DISCUSSION AND ANALYSIS
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As at 31 December 2017, the equity attributable to owners of the parent
amounted to HK$376,868,000 (31 December 2016: HK$244,610,000).
The equity attributable to owners of the Company per share was
approximately HK$0.15 per share for the year ended 31 December 2017
(31 December 2016: HK$0.10 per share).

LIQUIDITY AND FINANCIAL RESOURCES

Net current liabilities and current ratio were HK$26,541,000 (31
December 2016: HK$104,451,000) and 0.96 (31 December 2016: 0.84),
respectively as at 31 December 2017.

As at 31 December 2017, the Group’s cash and bank balances
amounted to HK$69,655,000 (31 December 2016: HK$97,931,000).
The total other borrowings and convertible bonds amounting
to HK$18,188,000 (31 December 2016: HK$25,813,000) and
HK$41,427,000 (31 December 2016: HK$36,835,000) respectively.

As of 31 December 2017 and 2016, the Group has no bills payable.

In order to improve the Group’s liquidity and cash flows to sustain the
Group as a going concern, the Group has taken the following measures:

(a) On 22 December 2017, the Group entered into an amendment
Limited
(“Kailuan”) to extend the maturity date of convertible bonds to 31
August 2019.

agreement with Kailuan (Hong Kong) International Co.,

(b) During the year ended 31 December 2017, the Group secured
agreements with lenders of other borrowings and certain
creditors to waive borrowings and payables with a total amount
of HK$7,132,000, comprising the loan principal of HK$6,000,000
and accrued interests of HK$632,000 and other payable of
HK$500,000. One of the lenders had agreed to waive the interest
charged on the loan balance from 1 January 2017.

During the year ended 31 December 2017, the Group also secured
agreements with the lenders of other borrowings with a principal
amount of HK$19,813,000 to extend the repayment date from 30
June 2017 to 31 August 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

B E E & W R

(c) Management has used its best endeavor to improve the Group’s
operating performance to attain positive operating cash flows. The
Group’s operation has been recovering in light of an improved
market demand for coke production in the PRC during the year. A
gross profit of HK$212,983,000 (2016: HK$134,415,000) was
recorded for the year ended 31 December 2017. The Group
continued to generate net cash inflows from its operations during
the year ended 31 December 2017. The Directors of the Company
believe that the recovery momentum will continue and the
operation will contribute positive cash inflows to the Group in the
foreseeable future.

(d) On 6 March 2018, the Group and the non-controlling shareholder
of a PRC subsidiary (the “Non-controlling Shareholder”) entered
into repayment and asset pledge agreements, pursuant to which
the Non-controlling Shareholder commits to repay the balances
due to the Group (being outstanding trade and other receivables)
in the amount of RMB282,489,000 (HK$333,535,000) as at 31
December 2017, after its new coking plant commences operation
in August 2018, and that the entire amount will be settled within 12
months.

OPERATING LEASE AND CAPITAL COMMITMENTS
As at 31 December 2017, the Group had operating lease commitments
of HK$10,579,000 (2016: HK$13,859,000).

As at 31 December 2017, the Group had authorised, contracted,
but not provided for capital commitments of HK$3,355,000 (2016:
HK$11,262,000) in respect of plant and equipment acquisitions.

RISK MANAGEMENT AND INTERNAL CONTROL SYSTEMS

The Board recognizes 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 safeguarded 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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MANAGEMENT DISCUSSION AND ANALYSIS

T E E & W R

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
monitors the risks. Therefore, the management is enable to response
in timely manner to manage and mitigate the risks with a balance view
of the business operation and risk appetite of the Group to ensure
the risks are within the acceptable range. As the final line of defense,
the audit committee of the Company, with the professional advices
and independent assessment report from the external professional
consultant, the independent evaluation on effectiveness of the systems
was conducted on annual basis, ensures that the first and second lines
of defense are effective through constant inspection and monitoring.

Further details on risk management and internal control systems, please
refer to the section heading “RISK MANAGEMENT AND INTERNAL
CONTROL” under CG Report on page 49 in this Annual Report.

INTEREST RATE RISK

Fair value interest rate risk is the risk that the value of a financial
instrument will fluctuate because of changes in market interest
rates. Cash flow interest rate risk is the risk that the future cash flows
of a financial instrument will fluctuate because of changes in market
interest rates.

The Group’s fair value interest rate risk relates primarily to short
term cash and bank balances. The Group is also exposed to cash
flow interest rate risk through the impact of interest rate changes on
deposits. To minimize the fair value interest rate risk, the Group keeps
its borrowings with a fixed rate of interest. The management monitors
interest rate exposure and will consider hedging significant interest rate
exposure should the need arises.

FOREIGN CURRENCY RISK

The Group’s monetary assets, liabilities and transactions are principally
denominated in Renminbi (“RMB”), United States dollars (“USD”)
and Hong Kong dollars (“HKD"). The Group is exposed to foreign
currency risk arising from the monetary assets and liabilities that are
denominated in currencies other than functional currencies of the
respective group entities.
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MANAGEMENT DISCUSSION AND ANALYSIS

B E E & W R

The Group does not have any hedging instruments outstanding. The
Group will constantly review the economic situation and its foreign
currency risk profile, and will consider appropriate hedging measures in
the future as may be necessary.

CONTINGENT LIABILITIES

As at 31 December 2017, the Group did not have any significant
contingent liabilities which have not been provided for in the financial
statements (2016: Nil).

TREASURY POLICIES

The Group adopts a prudent approach with respect to treasury and
funding policies, with a focus on risk management and transactions that
are directly related to the underlying business of the Group.

EMPLOYEES AND REMUNERATION

During the year ended 31 December, 2017, the Group had
approximately 1,500 employees (December 2016: approximately 1,500
employees) with 20 staff are stationed in Hong Kong and the rest are
senior management and workers in Mainland China. The Group’s staff
costs amounted to approximately HK$73,999,000 for the year ended
31 December 2017 and approximately HK$62,753,000 was recorded in
2016.

Employees are remunerated according to the nature of the job and
market trends, with a built-in merit component incorporated in the
annual increment and a year-end performance bonus to reward
motivated individual performance. As at 31 December 2017, up to the
date of approval of financial statements, there are 10,400,000 share
options outstanding under the share option scheme.
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MANAGEMENT DISCUSSION AND ANALYSIS

T E E & W R

PROSPECTS

Looking ahead to 2018, it is expected that the coke market will grow
steadily, with continued optimism to current situation. Following the
promotion and implementation of supply-side structural reform by the
PRC government, coupled with constant demand from downstream
steel industry and active restocking activities, causing the current
supply constraint in coke to be difficult to change in the short run, and
as such it shall provide strong support to coke prices. However, since
coke prices have increased considerably last year and the prospect
for further increase is uncertain, it is expected that coke prices will
fluctuate at current price level. The Group will actively pursue market
opportunities, strengthen its relationship with existing customer, further
develop new markets, expand its customer base, and enhance the
competitiveness of the Group’s business.

Meanwhile, amid increasing regulation requirements from the PRC
government towards the coke industry, the Group may face tougher
challenges in its production operation. We may increase our effort in
environmental protection and production safety to ensure domestic
environmental and production requirements are complied with.

In order for the Group to achieve sustainable development and business
growth, the management has been exploring investment opportunities
related to its existing businesses in addition to commencing new
businesses that have competitive advantages and development
potentials, including new economic business such as E-commerce
software services, to improve business competitiveness and prospect,
thus creating a stable profit stream in the long term and generates long
term investment return for Shareholders.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

ZE g Rk B

EXECUTIVE DIRECTORS

Mr. ZHAO Xu Guang (“Mr. Zhao”), aged 54, was appointed as an
Executive Director, the Chairman of the Board and the Chairman of
the Nomination Committee with effect from 17 November 2016 and
was appointed as Chief Executive Director on 2 May 2017. Mr. Zhao
worked for the Ministry of Foreign Trade and Economic Cooperation of
the People’s Republic of China. He also acted as chairman, general
manager and director of various enterprises specializing in trading,
investment, property and in the energy field. He served as chairman
and executive director of Titan Petrochemicals Group Limited (“Titan
Petrochemicals”), the shares of which are listed on the Main Board of
the Stock Exchange (stock code: 1192) from July 2012 to September
2016. Mr. Zhao has more than 20 years of experience in business
decision-making and management. He graduated from Guangdong
University of Foreign Studies with a Bachelor of Economics degree.

Mr. LI Baogi (“Mr. Li”), aged 63, was re-appointed as Executive
Director and authorized representative of the Company on 9 April
2018. He had been appointed as an executive Director of the Company
since 1 June 2008 until his re-designation as Non-Executive Director
with effect from 25 November 2016. During his previous tenure as
an Executive Director, Mr. Li was appointed as the Chief Executive
Officer and Authorized Representative on 19 September 2011 and
Joint General Manager on 17 November 2016. He was re-designated
to Non-Executive Director with effect from 25 November 2016 and
continues serves as director of subsidiaries of the Group. Mr. Li did
not offer himself for re-election at the annual general meeting of the
Company on 2 June 2017 and retired from his position as Non-Executive
Director on 2 June 2017. Mr. Li has over 30 years of working experience
in foreign economy and trade. He worked as the Assistant to General
Manager of Bl)A € i i 05 #72 7](China Metallurgy Import and Export
Jilin Company), the Manager and the Assistant General Manager of the
Import and Export Division of fBl)A & # i A% Y| 2 8] (China Metallurgy
Import and Export Shenzhen Company, now known as# i &£ BRI A A
(China Steel Group Shenzhen Company)).
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

ZE g Rk E

NON-EXECUTIVE DIRECTORS

Mr. WONG Siu Hung, Patrick (“Mr. Wong”), aged 62, was appointed
as an Executive Director with effect from 3 November 2016 and as a
Joint General Manager and Authorized Representative on 17 November
2017 and re-designated as General Manager on 25 November 2017
and subsequently re-designated as Non-Executive Director on 9 April
2018 and remained as an Authorized Representative. Mr. Wong is an
associate member of Chartered Institute of Bankers, United Kingdom,
fellow member of the Hong Kong Institute of Directors since 1 April 2017
and member of The Institute of Management Consultants Hong Kong
since 1 August of the same year and qualified as Certified Management
Consultant. He holds a Master degree in Applied Finance from
Macquarie University, Australia and completed the Executive Diploma
in Management Consulting from The Hong Kong Polytechnic University
on 12 October 2017. He has more than 30 years of working experience
in banking, finance, commodity trading and project development. He
was an executive director of Titan Petrochemicals between 2008 and
2016. Prior to joining Titan Petrochemicals, Mr. Wong was the senior
vice president of Commodity and Trade Finance at Societe Generale
Singapore and the chief executive officer in the China Division of Louis
Dreyfus Group, a global commodity trading firm.

Mr. HUANG Man Yem (“Mr. Huang”), aged 43, was appointed as a
Non-Executive Director with effect from 3 November 2016. Mr. Huang
holds a Master degree of Corporate Finance from the Hong Kong
Polytechnic University and a Bachelor of Engineering in Electronic
Engineering from City University of Hong Kong. Mr. Huang has more
than 15 years of working experience in corporate development and
restructuring, corporate establishment and M&A projects, and capital
market transactions (i.e. equities and bonds/debts) on the stock
exchanges of Hong Kong and Singapore respectively. Mr. Huang is
currently the general manager of the Shanghai branch office of Expert
Systems IVR (Asia) Co. Ltd.,
AsiaPacific Region Unified Communications solution provider engaged

a Hong Kong based subsidiaries of

in Unified Communications solutions development and corporate
establishment consultant business. Mr. Huang was also a former
member of the senior management of Titan Petrochemicals from April
2002 to May 2014.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

ZE g Rk B

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LAU Ka Ho (“Mr. Lau”), aged 43, has been appointed as an
Independent Non-Executive Director since April 2011. Mr. Lau is a
member of the Remuneration Committee and the Nomination Committee,
and the Chairman of the Audit Committee. Mr. Lau is currently the chief
financial officer of Ajisen (China) Holdings Limited, a company listed
on the Main Board of The Stock Exchange. Mr. Lau has over 15 years
of working experience in audit, finance and business advisory, during
which he worked for Deloitte Touche Tohmatsu and various listed
companies in Hong Kong. Mr. Lau graduated from the Hong Kong
Polytechnic University with a Bachelor’'s degree in Accountancy. He is a
certified public accountant and a member of the Hong Kong Institute of
Certified Public Accountants.

Mr. TO Wing Tim, Paddy (“Mr. To”), aged 65, has been appointed as
an Independent Non-Executive Director since October 2009. Mr. To is a
member of the Audit Committee, the Remuneration Committee and the
Nomination Committee. Mr. To obtained his Diploma in Accountancy
from The University of Hong Kong in 1991 and has over 30 years of
experience in auditing, accounting and finance industry. Mr. To has
been practicing as a certified public accountant in Hong Kong since
1980. Mr. To is a fellow member of the Hong Kong Institute of Certified
Public Accountants, an associate member of The Taxation Institute of
Hong Kong and an associate member of the Association of Certified
General Accountants in Canada.

Mr. LAM Hoy Lee, Laurie (“Mr. Lam”), aged 59, has been appointed
as an Independent Non-Executive Director since September 2008.
Mr. Lam is a member of the Audit Committee and the Nomination
Committee, and the Chairman of the Remuneration Committee. Mr. Lam
has 30 years of experience in legal field working as a solicitor in Hong
Kong. Mr. Lam is a solicitor of Hong Kong and Singapore and a solicitor
and counsel of Australia.

COMPANY SECRETARY

Mr. LI Chi Chung (“Mr. Li”), aged 49, was appointed as the Company
Secretary on 25 November 2016. Mr. Li is a solicitor practising in Hong
Kong and the founder partner of Michael Li & Co. He obtained the
bachelor degree in laws from University of Sheffield in England in 1990
and was admitted as a solicitor of the High Court of Hong Kong in 1993.
Mr. Li has 25 years of experience in legal field, extensive experience
in advising corporate governance of listed companies, compliance
of Listing Rules and other applicable Laws of Hong Kong. In addition
to acting as company secretary and legal adviser of various listed
companies, Mr. Li also acts as major speaker in public forums relating
to listing matters in Hong Kong.

B E 2B E & F

BIFHTES

GRZRE(RRE])  RE4BK 8 -F——
FMARZERBUFRTES - BIRERF
MEEENRAZEENE  URBERZEET
EoBIRERABRMAER LT AE-KT (F
B)EBEAERARCERENHRERAAME
AEERE MBLBEZATOHREBE
15F 8% HEREY BERT SHMITLS
BEBLMRARMER - BIRERXREBETA
2 DEeHELEM - RARKXSHARER

RPN

HXREE(HEE]D  RF65H BE-FF
NFE+ABZERBUFNTES HAEK
ZEENE FHZEeRREZBEXE-H
RER—NN-—FERBERBSH B &
RER - Bt RUBTEHBRAI0FLR 18
“NNEFERBBETNEG A - RABE
SHMASEREE  AENKREEERME

R Estiinees -

MBEREE(HEE]D  REFE9 8-FTF
NENABRZERBUFNITES RRERZR
BEeRBRIRRREENKE  UEFHEZES
& o MEERBENERMIIE  REARTIER
BI0FLR - MEERTE - 3 INPZ 22ED KR
Mz b R K2R o

NAME

FERAE(FRE]  BF495 R-F—R
Ft—AZTRABZERRANE - FTRER
BEERERMEATEREMEBI ARG R
A BR-ANZERGREHFBEAR LR
BLEM  HEAR-NAN=FEEBERITRB
EEb A c FRENEBBFERER  Hf
RETARREEEERER  FRLMRAK
Hw@mzR mASELR - TRERELES
FLETRARZ RARENERBERI  TREE
ITHEERBZARHHENTIRHESE

HUSCOKE RESOURCES HOLDINGS LIMITED Ai 3 % U5 ¥ Bt 5 B 2 )



REPORT OF THE DIRECTORS
E 2T 288 &

The Directors are pleased to present their report, the CG Report and the
ESG Report together with the audited consolidated financial statements
for the year ended 31 December 2017.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Group is
principally engaged in coke trading business, coal-related ancillary
business and coke production business. The activities of each of its
principal subsidiaries are set out in note 1 of the consolidated financial
statements.

BUSINESS REVIEW

Business Overview and Financial Performance

The review of the Group’s business and financial performance for
the year ended 31 December 2017 are provided in the section
“MANAGEMENT DISCUSSION AND ANALYSIS™ in this annual report.

Principal Risks and Uncertainties

1. Risk arising from fluctuating prices of coke and coal
A large portion of our revenue and cost of sales is derived from
the sale of coke and the purchase of coal, respectively. Our coke
and coal are all priced according to prevailing market prices,
therefore our business performance is heavily depending on the
market prices difference between coke and coal. Historically,
markets prices for coal and coke in China have fluctuated
dramatically. The price of coke and coal is driven by numerous
factors beyond our control, including the supply and demand
in the market and domestic regulations . If the prices difference
between coke and coal fall below certain level and cannot cover
operational expenses, we could experience operational losses. In
response to this risk factor, management will keep a close watch
to the economic environment and adopt corresponding business
strategies such as adjusting production plan and strengthening
cost control.
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Risk arising from domestic environmental regulations
applicable to coke industry

The Group’s coke production business belongs to high-pollution
industry and is heavily regulated by the domestic law and
regulations in China. Recent years, the PRC government has been
strengthening the environment regulation towards coke industry
and initiated a series of policies, including the tightening of
environmental standards and delaying the time period for coking
coal to curb overcapacity, which restricted coke production and
increased the production costs. If the PRC government further
impose a stricter environmental governance, our production may
be forced to shut down and result in an operating loss. In response
to this risk factor, management will timely invest and upgrade its
existing equipment and facilities if necessary so as to achieve the
domestic environmental standard.

Risk arising from credit exposure with its counterparties

The Group’s trading terms with its customers are mainly on
credit. As at 31 December 2017, approximately 66% of the
Group’s trade receivables were due from one customer who is the
non-controlling shareholder. Therefore, the Group is subjected
to significant concentration of credit risk in trade receivables. If
non-controlling shareholder fails to perform their obligations, the
Group will suffer impairment losses. In response to this risk factor,
the group has already held enough collaterals over its trade
receivables. Moreover, the management will adopt credit policy to
strictly control over its outstanding receivables and further expand
our customer base to diversify credit risk.

Risk arising from safety management

The Group’s businesses are all of high hazardous nature and of
complex uncertainties. We store, handle and transport volatile,
flammable, hazardous liquid and gaseous chemical products,
such as benzene, tar, sulphuric acid and coal gas. Improper
handling of these materials and products can cause serious
pollution, fires, explosions, personal injuries and possible legal
liabilities. In response to this risk factor, management will adopt
safety management policy and control system, reinforce safety
warnings and education, promote safety skills training and improve
employee’s safety awareness.

2.
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Future Business Development

Looking ahead to 2018, the coke market is expected to grow stably
and moderately with optimism. With the promotion of the national
supply-side reform, the Chinese government is expected to further
restrict the governance toward production safety and environmental
standard of coke industry, resulting an overall limitation of coke
supplies. At the same time, the steel industry still maintains strong
demands of coke and actively replenishes inventories of coke so it
is difficult to solve the tight supply situation which provides a strong
support to the coke price. However, since the price of coke has risen
a lot during this year, it is uncertain about the upward potential of
the coke price and it is expected to fluctuate at the current price
level. In order to capture market opportunities and strengthen the
competitiveness, the Group will consolidate relationship with existing
customers, further develop new markets and expand the customer
bases.

In addition, the Group is committed to social responsibilities, and attach
importance to the production safety and environmental protection. Due
to a more restricted governance of the Chinese government towards
coke industry, the Group may face more difficult challenges towards
coke production and business operation. The Group will pay a close
attention to domestic industrial policies and may strengthen investment
in production safety and environmental protection in order to fulfill the
domestic compliance requirement.

To achieve a sustainable business operation and development for the
Group, management will not only seek for cooperation and investment
opportunities in line with the exiting business but also develop new
businesses with competitive advantages and development potential.
Through the implementation of the above business strategies, the
Group is able to expand current businesses horizontally and vertically,
as well as to venture into new business areas to improve the business
prospects and strengthen the competitiveness of business. As such, the
Group can build up its long-term profitability and provide a long-term
stable return for all shareholders.
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Key Relationships with our Stakeholders HETEZAZBERE
The Group strives to maintain harmonious relationship with its AEESHEEEZ AEBNERBER  EEmA
stakeholders, including but not limited to, its customers, suppliers and BEBTRAZE - HEFHRIES -

22

employees.

1.  Customers
The Group continuously pays attention to strengthen and sustain
the relationship with its major customers and ensure customer
satisfaction by providing quality products and services to
customers.

2.  Suppliers
The Group has established long-term, effective and mutual
beneficial working relationships with the major suppliers to ensure
stable and sustainable supplies for the businesses of the Group.

3. Employees

Employees are regarded as one of the most important and
valuable assets of the Group. The objective of the Group’s human
resource management is to reward and recognize performing
staff by providing a competitive remuneration package and
implementing a sound performance appraisal system with
appropriate incentives, and to promote career development and
progression by appropriate training and providing opportunities
within the Group for career advancement.

The remuneration policy and package of the Group’s employees
are periodically reviewed by the Chief Executive Officer of the
Group. The principle of the Group’s remuneration policy is
fairness, motivating, performance-oriented and market-competitive.
Apart from salaries, medical insurance, discretionary bonuses
and retirement benefit scheme, the Group has also adopted
share option schemes for its employees, providing incentives
and rewards to eligible participants with reference to their
contributions.
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Environmental Policies and Performance

For the year ended 31 December 2017, the Group’s key business
operation in Shanxi strictly complied with applicable regulations, laws,
and standards related to environmental and social aspects. The Group
continues to invest in state-of-the-art facilities and implement emission
control schemes to further reduce on-site emissions. At a broader
societal scale, the Group has been providing 31% of heating demand
for the local residents and indirectly reduced the air emissions from
burning crude coal as a heating source by local farmers. Engagement
with stakeholders has resulted in raised concerns on key material
issues, which include: Air Emissions, Wastewater; Energy and Water
Consumption; Occupational Health and Safety; Employment; Training
and Development. The Group will continue to identify areas of
improvement for the concerned aspects and keep close communication
with its stakeholders for advancing environment, social and governance
management.

Compliance with Laws and Regulations

The Group’s operations are mainly carried out by the Company’s
subsidiary in the PRC while the Company itself is listed on the Stock
Exchange. Our establishment and operations accordingly shall comply
with all applicable laws and regulations in the PRC and Hong Kong.
During the year ended 31 December 2017 and up to the date of
this report, the Board considers the Group has complied with all the
applicable laws and regulations in the PRC and Hong Kong.

FINANCIAL STATEMENTS
The results of the Group for the year ended 31 December 2017 are set
out in the consolidated financial statements on pages 81 to 199.

DISTRIBUTABLE RESERVES OF THE COMPANY
The Company’s reserves available for distribution to shareholders as at
31 December 2017 were as follows:
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Under the Bermuda Companies Act 1981, the contributed surplus
account of the Company is available for distribution. However, the
Company cannot declare or pay a dividend, or make a distribution out
of contributed surplus if (a) it is, 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. As at 31
December 2017, the Company had no reserve available for distribution
to shareholders (2016: Nil).

DIVIDEND
The Board does not recommend the payment of a final dividend for the
year ended 31 December 2017 (2016: Nil).

DIRECTORS
The Directors of the Company who were in office during the year ended
31 December 2017 and up to the date of this report are as follows:

Executive Directors

Mr. Zhao Xu Guang (Chairman and appointed as Chief Executive Officer
on 2 May 2017)

Mr. Li Baogqi (retired on 2 June 2017 and appointed as Executive
Director on 9 April 2018)

Non-Executive Directors

Mr. Wong Siu Hung, Patrick (re-designated as Executive Director to
Non-Executive Director on 9 April 2018)

Mr. Huang Man Yem

Independent Non-Executive Directors
Mr. Lam Hoy Lee, Laurie

Mr. Lau Ka Ho

Mr. To Wing Tim, Paddy

In accordance with the bye-law 99 of the Bye-Laws of the Company,
Mr. Lam Hoy Lee, Laurie and Mr. To Wing Tim, Paddy will retire by
rotation at the forthcoming annual general meeting of the Company, the
AGM and being eligible, offer themselves for re-election.

Pursuant to bye-law 102(B) of the Bye-Law of the Company and
subsequent to his appointment on 9 April 2018, Mr. Li Baogi will hold
office until the following annual general meeting of the Company and
will retire at the annual general meeting, the 2018 AGM, and being
eligible, offer himself for re-election.

The biographical details of the Directors are set out under section
heading “BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT” on pages 16 to 18 of this annual report.

BEBRE-NN-FRAE ARRAZBAR
BRIRAI DR o A RARFAERATERT
E/ﬂij@/’fﬁﬁﬂx% ! 52@?%&/\@1@%{"5& DK (a)

ARAREFIMEHIR RS REEIN AR
B k(o) REEZAEREESAMINER

& HEBETRARBMDGEEIRZEM - R-F
—t¢+_ﬂ_+—ﬁ AREALEAHED R T
BRZBERHE(ZZ—AF &) -

Hn
Exelg mﬁ%@ﬁ_g TtHE+ZA=1—

ALEFEZRPRE (Z2—RF TET)
=2
BE_T—+tF+_A=t—HLEFEREER
HERHY  ARARZEEEZNT

HITES

BBAEE (ZE TR _F—+FHH_HA#E
ZERBITEAEH)

FEREE(R-FE—+FNA_ARFIRZ
FE-NNFHANAEZ ERHTEE)

FHITES

BOREER-F
HEBHKHTEE)

BEXEBEE

—NFEHANALHHTEE

BUFHITES
B A ST &
BAxznAE
AR AL

REARRF QR AARIADRIFE 9 - MEF LR
Hﬁiﬁihﬁﬁ AEERRBEFA S LWE
ERETAERLBEERESE -

REAAR DB AAMBAIE102B) K TEHE
ER=T— Aimﬂﬂﬁ%*E&ZE%%aé
AARTERRAFAS AL THERZZT—N
FREBFAG LRI HEFAERIEERE
BET -

EEVREFABERAFREICEIBEIEER
EREBABZRBREHE] -

HUSCOKE RESOURCES HOLDINGS LIMITED Ai 3 % U5 ¥ Bt 5 B 2 )



REPORT OF THE DIRECTORS
E 2T 288 &

UPDATES OF DIRECTORS’ INFORMATION BHESEHR

Pursuant to Rule 13.51B (1) of the Listing Rules and the Companies 1818 Fi4R BIE13.51B(1)IE R & H %0 £622D
(Directors’ Report) Regulation, Chapter 622D of Hong Kong Laws, {&{ AR (EEHRE) RO AERHE  REE-Z
the updates of information of the Directors during the year ended 31 —+&+=-A=+—HIIEEREZARE R
December 2017 and up to the date of this report are set out below: JEHMEEERENMT

Name of Director

EENA

Details of Updates
B

Mr. Zhao Xu Guang
B T

Mr. Li Baoqi
FEREE

Mr. Wong Siu Hung, Patrick

BOERLE

Mr. Lau Ka Ho
BREEE

o Appointed as Chief Executive Officer of the Company on 2 May 2017
RZF—+tFAAZREZERRRATHEHR

o Adjusted the monthly salary to HK$225,000 on 2 May 2017 considered the duties and
responsibilities
HAFREEBBRBEMN T —+F 08 - BB ZE225000/8 T

o Retired from Non-Executive Director by rotation on the annual general meeting held
on 2 June 2017 and decided not to stand for re-election to the office due to other
personal commitment.

RZE—+tFXAZBRTZRRBFEAEGHESER  YRIBEMEASHTARER
FREE

o Appointed as Executive Director on 9 April 2018 and entitled to receive a monthly
director fee of HK$110,000
RZE-NFOANBEZERNTESUARENESHEEE H110,0008 T

o Obtained fellow membership of the Hong Kong Institute of Directors on 1 April 2017
RIE—LFONA-HRRBEEEELQEREGE

o Obtained membership of The Institute of Management Consultants Hong Kong on 1
August 2017
RIB—+tFN\A-HKARBEAEREREEEE

JE)3

o Qualified as Certified Management Consultant on 1 August 2017

R-ZE—+EN\A-BRAZMERER

o Graduated the Executive Diploma in Management Consulting from The Hong Kong
Polytechnic University on 12 October 2017
R-E—tFTAT - HERFBRIABERERTHCR

o Re-designated as Executive Director to Non-Executive Director and adjusted the
monthly salary to HK$15,000 on 9 April 2018
RIE-NFOANRRRTESTRAERIFRTES  HAFREE150008T

o Resigned as Company Secretary of Ajisen (China) Holdings Limited on 24 May 2017.
RZE—+FERATHAFERT (FR)EREBRAR 2 ARAIME
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DIRECTORS’ SERVICE CONTRACTS

The Directors will retire and offer themselves for re-election at the 2018
AGM do not have an unexpired service contract with the Company
or any of its subsidiaries which is not determinable by the Group
within one year without payment of compensation, other than statutory
compensation. All other directors are not appointed for specific terms
and are subject to retirement by rotation and re-election at the annual
general meeting of the Company.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the Independent
Non-Executive Directors (the “INEDs”) an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The Company
considered all of the INEDs are independent for the year ended 31
December 2017 and up to the date of this report.

PERMITTED INDEMNITY PROVISION

During the year ended 31 December 2017, the Company has in force
the permitted indemnity provisions in the Directors’ and officers’ liability
insurance maintained for the Group to indemnify the Directors against
all losses and liabilities which may sustain or incur while acting in his
capacity as Director in accordance with the Bye-Law of the Company
and the Companies Ordinance of Hong Kong.

PURCHASE, SALE OR REDEMPTION OF THE LISTED
SECURITIES

During the year ended 31 December 2017, neither the Company nor
any of its subsidiaries had purchased, sold or redeemed any of the
Company’s listed securities on the Stock Exchange, any other stock
exchange, by private arrangement or by general offer.

SHARE CAPITAL

Saved as issue of 193,000,000 shares on 20 January 2017 due
to bondholder exercised the conversion right attached to the
2008 Convertible Bonds as disclosed below on section heading
“DEBENTURES”, there was no issue nor other change in the share
capital of the Company. Details of movements in the share capital of the
Company and share issued during the year, together with the reasons
therefore, are set out in note 25 to the financial statements.
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DEBENTURES

The Company issued two tranches of zero coupon convertible bonds,
each with a principal amount of HK$1,100,000,000, to Mr. Wu Jixian on
16 May 2008 (the “Tranche 1 Bonds”) and on 31 October 2008 (the
“Tranche 2 Bonds”) (collectively, the “2008 Convertible Bonds”). On
20 January 2017, the remaining Tranche 2 Bonds had a carrying amount
of HK$550,050,000 with principal amount of HK$386,000,000 were
converted into 193,000,000 shares of the Company. As at 31 December
2017, the 2008 Convertible Bonds were fully converted into shares of
the Company.

On 2 November 2016, the Company issued convertible bonds in
principal amount of HK$43,277,000 to Kailuan (Hong Kong) International
Co., Limited with interest at 2.5% per annum and mature 1 year
from issue date and extended to 2 May 2018 per agreement on 30
December 2016 (the “2016 Convertible Bonds”). On 22 December
2017, an amendment letter was made to alter certain terms of the 2016
Convertible Bonds (the “2017 Convertible Bonds”), amongst others,
extend the maturity date to 31 August 2019 (the “Amendment”). The
Amendment was approved respectively by the Stock Exchange and by
the shareholders of the Company on 5 February 2018 after the reporting
period.

The 2017 Convertible Bonds carrying amount as at 31 December 2017
amounted to approximately HK$41,427,000 (carrying amount of the
2016 Convertible Bonds at 31 December 2016: HK$36,835,000). Details
of the movement of the convertible bonds of the Company issued
during the year ended 31 December 2017 are set out in note 29 to the
consolidated financial statements.

SHARE OPTION SCHEMES

The Company adopted a share option scheme (the “Scheme”) which
became effective on 31 May 2002 for the primary purpose of providing
incentives to directors and eligible employees, and was already expired
on 30 May 2012. On 28 March 2013, a new share option scheme (the
“‘New Scheme”) was passed by way of an ordinary resolution in a
special general meeting. The New Scheme lasts for a period of ten
years and will expire on 27 March 2023. Under the Scheme and the New
Scheme, the Board may grant options to eligible employees, including
directors of the Company and its subsidiaries, to subscribe for shares in
the Company.

Particulars and details of the movement of the share option schemes

of the Company are set out in note 26 to the consolidated financial
statements.

ANNUAL REPORT 2017 4 #it

[T

i

S 75
RRBDRR_ZEENFRA+ B (& -
MEH)RZZZENFTA=T—HUE=
MEZ)AREEXALABTRLALEE A
1,100,000,000% T 2 E S AR RES (5=
ZEENEURKRES]) RZT—LF-—HA=T
B #T28_#&E% (FRHEE /550,050,000
7T K % %8 45386,000,000/8 1) & H ik A
193,000,000k AR EIM D c RZF—HF+=
A=Z+—R ZZEZN\EJBRREFEZELR
BARRTFRGD

RZE—RF+—A=H  ARRMRALEES)
BIR AR A A EITAE T R43,277,0008 T R E
BRAEGF25% 2 RES ([ZF—REH
BRES]) - —T—AFURBREFEETEH
R—FRIE BRANBAR T —<FT=HA
—tHHABERERERE S \FRA-H
RZE—tF+ZAZ+ZH Z2—R"FAK
REHFETERRE—DETREMEET (=%
—tEURKRES])  ETEEFIBATERE
ZE-NFENA=FT—B (&) « BTN
WEMG s - \F-_ARBHAIEBIAR
AR RFIEA -

TE—tFUIBRRESFR T -—LF+ A
—+—HBZIRHEBELNA4,427,0008 L (= F
—RETBRREFNR-Z-—R"E+T-A=1—H
ZWRTH{E : 36,835,000 L) « NA R AR E
SMBE_EZ—+E+-_A=t+-HUILEEzE
BB NS IR M EE29 o

BREES S
ANERME-_SZE-_FRAA=T—RAREMZ
B E (58))  TEZENARRESNE
BREERNUER HER-T——FRA=1
RER -RZZ-—=F=A-+N\H HERH
B E (38 ERRREA RS L&
REFRBE - HAEAMTE AR _F==
FZAZttHER- REFELNTE EF
SNRNAERER (BEARAIRAWBARE
F)ROBRSE  URBARAMRND -

RRBBREEAE 2 HFBEREHEBINGE
BF 75 A& M 7E26 ©

27



28

REPORT OF THE DIRECTORS
E =2 288 &

As at year ended 31 December 2017, movement of share options

REE_ZT—tF+_A=+t—HILFE &T

granted to certain Directors and eligible employees are set out below: EENREREEER T ZERBESLEHFEEH
ST
Number of share options
BROEHE
Exercise price
Date of grant At1  Exercised Lapsed At 31 on share
of share January during during  December Exercise period of options
options 2017 the year the year 2017  share options HKS$ per share
RZZ—-+t%§ BRAES
BRAE R-ZZ—+t§ t=h BhRHE =B
R A H -A-AH ERIR FEREH =t-B 7&H BRET
Gao Jianguo 6 January 600,000 - (600,000) - 6 January 2012 - 0.80
SEE 2012 5 January 2017
—T-CfF “T--5-ArAE
—R<B —E—+t5-AnH
5 September 4,400,000 - - 4,400,000 6 September 2014 - 0.66
2014 5 September 2019
—Z-mF “E-MEAAREE
NARA —Z-NEAALE
5,000,000 - (600,000) 4,400,000
Li Baogi 6 January 500,000 - (500,000) - 6 January 2012 - 0.80
TER 2012 5 January 2017
—T-—F —T-_F-ARAZE
—RR<A —T—+%—-AhA
5 September 4,000,000 - - 4,000,000 6 September 2014 - 0.66
2014 5 September 2019
—T-mF —E-mFEAARBE
NLARA —EZ-NFNAALH
4,500,000 - (500,000) 4,000,000
Other 6 January 240,000 - (240,000) - 6 January 2012 - 0.80
employees 2012 5 January 2017
HiES ZE-ZF I L I E
—RA7RE —E—+F—-ALH
5 September 5,760,000 - (3,760,000) 2,000,000 6 September 2014 - 0.66
2014 5 September 2019
—T-mF —T-MEAARBEE
NATA ZE-N¥NAAA
6,000,000 - (4,000,000) 2,000,000
15,500,000 - (5,100,000) 10,400,000
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EQUITY-LINKED AGREEMENTS

Save for the “SHARE OPTION SCHEMES" and convertible bonds under
“DEBENTURES" as disclosed above and in notes 26 and 29 to the
consolidated financial statements, no equity-linked agreements that will
or may result in the Company issuing shares nor require the Company
to enter into an agreement that will or may result in the Company issuing
shares was entered into by the Company during the year or subsisted
as at 31 December 2017.

PRE-EMPTIVE RIGHTS

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

EMOLUMENT POLICY

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

The Company has adopted share option schemes as an incentive to
Directors and eligible employees. Details of the scheme are set out in
section heading “SHARE OPTIONS SCHEMES” in this report and in note
26 to the financial statements.

RETIREMENT BENEFITS SCHEMES

The Group operates a defined contribution Mandatory Provident Fund
retirement benefit under the Mandatory Provident Fund Schemes
Ordinance for all of its employees employed in Hong Kong. The
Group’s subsidiary which operates in Mainland China participates the
central pension scheme operated by the local municipal government for
its employees.

MATERIAL INTERESTS IN SIGNIFICANT TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

There were no transactions, arrangements or contracts of significance
to which the Company or any of its subsidiaries was a party and in
which a Director or the substantial shareholder of the Company nor their
respective connected entity had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any time during the
year.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the Directors of the Company had any interest in any competing
business with the Company or any of its subsidiaries during the year
ended 31 December 2017.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
Save as disclosed in the sections headed “DIRECTORS’ AND CHIEF
EXECUTIVE'S INTERESTS” and “SHARE OPTION SCHEMES” in this
report, at no time during the year was the Company or any of its
subsidiaries a party to any arrangements to enable the Directors of the
Company to acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate, and
none of the directors of the Company or their spouse or minor children
had any rights to subscribe for the securities of the Company, or had
exercised any such rights during the year.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS

As at 31 December 2017, the interests and short positions of the
directors and chief executive of the Company in the shares, underlying
shares and debentures of the Company or its associated corporations
(within the meaning of Part XV of the SFO as recorded in the register
required to be kept by the Company under section 352 of the SFO, or
as otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) contained in the Listing Rules, were as
follows:
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Long positions in shares of the Company RAPNTRBD Z2HE
Approximate
percentage of
Number of issued share
Name of Director Nature of interest shares held capital
HEBTRAE
Espg Bmts FrislR i EE BABEDH
Zhao Xu Guang Interest of a controlled corporation (Note a) 1,400,000,000 53.92%
B e EHEE 2 s (M ita)
To Wing Tim, Paddy Beneficial owner and Interest of spouse 232,000 0.01%
(Note b)
KR EnEA AR BER (Kitp)
Notes: Kia -

(a) As at 31 December 2017, the interests were held by Shun Wang
Investments Limited which in turn was wholly owned by Mr. Zhao
Xu Guang. Accordingly, Mr. Zhao was deemed to be interested in
1,400,000,000 shares of the Company under the Part XV of the SFO.

(b) As at 31 December 2017, Mr. To Wing Tim, Paddy, an independent
non-executive Director of the Company, together with his spouse,
respective holding of 60,000 Shares and 172,000 Shares of the Company.
Accordingly, Mr. To Wing Tim, Paddy is deemed to have interest in 232,000
Shares of the Company under Part XV of the SFO.

Long positions in the underlying shares of the Company

(@) R-E—tE+-A=+—0 ZSEFHIEH
REEBRATEE  MIBEREBRAAMABEE
KrREZERE - At BEEHFRBEKHE
XVE - #8954 4 4% fE R4 1,400,000,000% 4 2 7]
DS RE o

(b) R-TE—+tE+-A=+—0 ARFBIEH
TEFHOREEBEERB S 5I55560,0008 4
DR %172,0000 A2 ARG © Bt - B
FEH R ERGIEXVE - AR K EWIRIER
232,000 78 22 B AR 7 A i o

RAERAEBERD 2HFR

Approximate
Number of percentage of

underlying issued share
Name of Director Nature of interest shares held capital (%)
HEBTRAE
BEEpA EHEME FresEBE R 8B BRBED
Li Baoqi Beneficial owner 4,000,000 0.15%
ZE® EnBEAA
Note: Bt -

Mr. Li Baogi, the Non-Executive Director who retired at annual general meeting
of the Company held on 2 June 2017, was subsequently appointed as Executive
Director on 9 April 2018. Mr. Li beneficial owns share options of the Company
which entitled to subscribe for a maximum of 4,000,000 Shares upon exercise of
the options in full.
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Save as disclosed above, as at 31 December 2017, none of the
Directors nor the chief executive of the Company had registered
an interest or short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) that was required to be recorded
pursuant to section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS’
INTERESTS

As at 31 December 2017, the interests and short positions of each
person, other than a Director or chief executive of the Company, in the
Shares or underlying Shares of the Company which had been notified to
the Company and the Stock Exchange pursuant to Divisions 2 and 3 of
Part XV of the SFO (including interests and short positions in which they
were taken or deemed to have under such provisions of the SFO), or
which were recorded in the register kept by the Company under section
336 of the SFO, were as follows:

(A) Long positions in shares of the Company:

BREXFRBEEN R-E—tF+-_A=1—
A BEERARATIETBRAEHEREAR
A AREEE (TR AEF R PEEDE
XVER) Bt~ HEBO kEHFS - BLFAR
R85 R E R HIE352K R T Ak 2 sk
B IRBERETRICS MG AN MBI #E

HIAR °
FERRREMALTZER

RZZE—tF+-A=1+—8 SAL(EEH
ARBEETBABRIN RARR 2 RH %A
AROT  BEREBEERRDEGIIEXVEHEL
RESDHBEMNG AR R R 2= RAR
(BERERBEFRBERIZSEIREE
KBERBZERRKE) » KR ARARRE
FHELAERIIERHKFEZE DMz ERER
RKEWT :

(A) REQATRBZEFR :

Approximate
Percentage of

Number of issued share

Name of Shareholder Nature of interest shares held capital
HEBITRA
BRR A BRtE frsRHEAE BRBEIE
Substantial Shareholders: FERR:
Shun Wang Investments Limited Beneficial owner (Note) 1,400,000,000 53.92%
B2 & B R AR EmBERA M)
Zhao Xu Guang Interest of a controlled corporation 1,400,000,000 53.92%
IS (Note)
THER B (M)

Other Person: Hi At
Wu Ying Beneficial owner 131,400,000 5.06%
RB ExBEEA

Note: As at 31 December 2017, the interests were held by Shun Wang
Investments Limited which in turn was wholly owned by Mr. Zhao
Xu Guang. Accordingly, Mr. Zhao was deemed to be interested in
1,400,000,000 shares of the Company under the Part XV of the SFO.

Mt R-E—+tF+-A=+—8 %%
ZHIEEEEERARFE - MIELE
EERAFAIMBEREELEHRE -
Hit - RIEFEH RS GO EXVE - #
76 4 AR YRR 1,400,000,0008% & 2 &) i
MRREEER -
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(B) Long positions in underlying shares of the Company:

(B) RALXEHBRDZEFA

Approximate

Number of Percentage of
underlying  issued share
Name of holder Nature of interest shares held capital
R SERTRA
BFEARE Bmng ROHE BAB D
Kailuan (Hong Kong) Beneficial owner (Note a) 144,256,976 5.56%
International Co., Limited BB A (fiita)
g (BB BERERRA
Kailuan (Group) Limited Interest of a controlled corporation (Note b) 144,256,976 5.56%
THEE 2 5 (i)
Kailuan (Hong Kong) Co., Limited  Interest of a controlled corporation (Note b) 144,256,976 5.56%
g (BB)BRAF ARz R (i)
Rontac Investment Company Interest of a controlled corporation (Note c¢) 144,256,976 5.56%
Limited EHEE 2 B (M itc)
Rontac Resources Company Interest of a controlled corporation (Note ¢) 144,256,976 5.56%

Limited A B s (A iEc)
BEERBRDE
Notes:

(a)

As at 31 December 2017, Kailuan (Hong Kong) International Co.,
Limited held the 2016 Convertible Bonds in aggregate principal
amount of HK$43,277,000. Pursuant to the terms and conditions
of the convertible bonds, the current conversion price of HK$0.3
per ordinary share, Kailuan (Hong Kong) International Co., Limited
is entitled to subscribe for 144,256,976 Shares upon exercise of
options in full. Accordingly, Kailuan (Hong Kong) International Co.,
Limited is beneficial interests in 144,256,976 underlying shares
of the Company. On 8 March 2018, 2016 Convertible Bonds were
transferred to Rontac Resources Company Limited. Accordingly,
Kailuan (Hong Kong) International Co., Limited ceased to have
interest in 2016 Convertible Bonds.

As at 31 December 2017, Kailuan (Hong Kong) International Co.,
Limited is 51% owned by Kailuan (Hong Kong) Co., Limited which
in turn is wholly owned by Kailuan (Group) Limited. Accordingly,
both Kailuan (Hong Kong) Co., Limited and Kailuan (Group) Limited
are deemed to be interested in 144,256,976 underlying shares
of the Company under the Part XV of the SFO. On 8 March 2018,
2016 Convertible Bonds were transferred from Kailuan (Hong Kong)
International Co., Limited to Rontac Resources Company Limited. In
connection, Kailuan (Hong Kong) Co., Limited and Kailuan (Group)
Limited ceased to have the deemed interest in 2016 Convertible
Bonds.

At as 31 December 2017, Kailuan (Hong Kong) International Co.,
Limited is 40% owned by Rontac Resources Company Limited which
in turn is wholly owned by Rontac Investment Company Limited.
Accordingly, both Rontac Resources Company Limited and Rontac
Investment Company Limited are deemed to be interested in
144,256,976 underlying shares of the Company under the Part XV of
the SFO. On 8 March 2018, Kailuan (Hong Kong) International Co.,
Limited transferred the 2016 Convertible Bonds from Kailuan (Hong
Kong) International Co., Limited to Rontac Resources Company
Limited. In connection, Rontac Resources Company Limited is
beneficial interest in 144,256,976 underlying shares of the Company
and Rontact Investment Company Limited is deemed to be interested
in 144,256,976.
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Save as disclosed above, as at 31 December 2017, so far as is known
to the Directors or chief executive of the Company, no person (other
than a Director or chief executive of the Company) had an interest or
short position in the Shares or underlying Shares of the Company which
had been notified to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company or its
subsidiaries were entered into or existed during the year.

CONNECTED TRANSACTIONS

During the year 2017, there were no connected transactions and
continuing connected transactions which were required to be disclosed
in accordance with the requirements of the Listing Rules.

None of the related party transactions as set out in note 34 to
the consolidated financial statements falls under the definition of
“connected transaction” or “continuing connected transaction” under
Chapter 14A of the Listing Rules.

LOANS AND OTHER BORROWINGS

The total loans and other borrowings of the Group as at 31 December
2017 amounted to HK$18,188,000 (2016: HK$25,813,000). Particulars
of loans and other borrowings are set out in note 23 to the consolidated
financial statements.

PROPERTY, PLANT AND EQUIPMENT

The property, plant and equipment of the Group as at 31
December 2017 amounted to approximately HK$495,154,000
(2016: HK$412,849,000). Details of movements of property, plant
and equipment are set out in note 12 to the consolidated financial
statements.

MAJOR CUSTOMERS AND SUPPLIERS

The five largest customers of the Group accounted for approximately
79.3% of the Group’s total turnover and the largest customer accounted
for approximately 51.6% of the Group’s total turnover.

The five largest suppliers of the Group accounted for approximately
74.3% of the Group’s total purchases for the year and the largest
supplier accounted for approximately 48% of the Group’s total
purchases.
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At no time during the year did a Director, an associate of a Director or
a shareholder of the Company (which to the knowledge of the Directors
owns more than 5% of the Company’s share capital) have an interest in
any of the Group’s five largest suppliers or customers.

The Group is committed to establishing a close and caring relationship
with our employees, providing quality services to its customers and
enhancing cooperation with its business partners.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors as at the date of this annual
report, the Company has complied with the sufficiency of public
float requirement under the Listing Rules during the year ended 31
December 2017,

EVENTS AFTER THE REPORTING PERIOD

On 22 December 2017, the Company entered into a conditional
amendment letter with Kailuan (Hong Kong) International Co., Limited,
at the time being the holder of the convertible bonds with principal
amount of HK$43,277,000 issued by the Company on 2 November 2016
(the “2016 Convertible Bonds”) to alter certain terms of the convertible
bonds (the “Alteration”). In connection therewith, the Company
despatched relevant circular and notice of special general meeting to
its shareholders on 15 January 2018 for considering to approve the
Alteration. Subsequently, the Alteration was respectively approved by
the Stock Exchange and by the shareholders of the Company at the
special general meeting held on 5 February 2018 (the “2018 SGM”).
As such, a deed of modification was executed and the amendments
are in effective and the maturity date of the 2016 Convertible Bonds
is extended to 31 August 2019. Please refer to the announcement and
the circular of the Company dated 22 December 2017 and 15 January
2018, respectively, for further details.

On 29 March 2018, the Group entered into a non-legally binding letter
of intent (the “Letter of Intent”) with EDB Holdings Limited (the “EDB”).
Pursuant to the Letter of Intent, both parties agreed to commence
further negotiation in good faith on the possible investment whereby
the Company may invest in EDB through acquisition or subscription
of its shares, with investment amount between HK$50,000,000 to
HK$150,000,000 as consideration, acquire a percentage of its share
capital. EDB’s principle subsidiary, Jt RESBEFZERERAF], is a
China-based software service provider which the major product named
E/SE, is an E-commerce Enterprise Resources Planning software
("ERP”). The involvement of ERP business is new to the Group business
profile and indicate the possible future development of the Group.
The Group will continue to regularly review and adjust the overall
development strategy to increase the profitability base of the business.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE

The Group is committed to support sustainability of the environment
and endeavours to comply with laws and regulations regarding
environmental protection and to adopt measures to achieve efficient
use of resources, energy saving and waste reduction. The details of
environmental, social and governance information of the Group for the
year ended 31 December 2017 are set out in the ESG Report on pages
53 to 72 to this annual report.

CORPORATE GOVERNANCE

The Group is committed to maintaining a high standard of corporate
governance practices. The Group has complied with the relevant laws
and regulations that have significant impact on the operations of the
Group. The Company is subject to the Listing Rules, the Codes on
Takeovers and Mergers and Share Buy-backs, the Bermuda Companies
Law, the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong) and/or the rules and regulations of the jurisdictions
where the shares of the Company are listed and traded. Details of the
corporate governance practices of the Group for the year ended 31
December 2017 are set out in the CG Report on pages 37 to 52 to this
annual report.

CLOSURE OF REGISTER OF MEMBERS

The register of Members of the Company will be closed from 31 May
2018 (Thursday) to 5 June 2018 (Tuesday), both days inclusive. In order
to qualify for the attendance of the forthcoming annual general meeting
of the Company to be held on 5 June 2018 (Tuesday), share transfer
forms accompanied by relevant share certificates must be lodged with
the Company’s Branch Share Registrar and Transfer Office in Hong
Kong, Tricor Secretaries Limited, Level 22, Hopewell Centre, 183
Queen’s Road East, Wan Chai, Hong Kong, not later than 4:30 p.m. on
30 May 2018 (Wednesday).

AUDITOR

The consolidated financial statements for the year ended 31 December
2017 have been audited by Ernst & Young. Ernst & Young will retire
and, being eligible, offer themselves for re-appointment at the
forthcoming 2018 AGM.

On behalf of the Board

Zhao Xu Guang
Chairman
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The Board is committed to upholding high standard of corporate
governance. The Directors believes that effective corporate governance
practices emphasised on accountability and transparency is the
key to protect the interest of our shareholders, investors and other
stakeholders, enhance the confidences in the Group business and fulfil
its social responsibility.

CORPORATE GOVERNANCE PRACTICES

The Board regularly reviews the Group corporate governance practices
which have applied the principles set out in the Corporate Governance
Code (the “CG Code”) in Appendix 14, under the Listing Rules issued
by the Stock Exchange together with all other applicable rules under
Listing Rules, the Securities and Futures Ordinance, the Companies
Ordinance and other applicable laws, rules and guidelines.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

For the year ended 31 December 2017 and up to the date of this
report, except for the code provisions A.2.1, A.6.7, C.25 and D.1.4
with reasons for each deviation explained hereunder, the Company has
complied with the code provisions as set out in the CG Code.

Compliance with the Model Code

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (“Model Code”) as set out in Appendix
10 of the Listing Rules as the codes of conduct regarding securities
transactions by Directors. All Directors have confirmed in writing,
following specific enquiry by the Company, that they fully complied with
the Model Code throughout the year ended 31 December 2017.

CORPORATE GOVERNANCE STRUCTURE

The Company has designed an appropriate corporate governance
structure for the Group which headed by an effective Board
of Directors. To assist the Board in discharging its duties and
facilitate effective management, the Board has established three
Board committees (each, a “Board Committee”), including Audit
Committee, Nomination Committee and Remuneration Committee.
The Board undertakes the corporate governance function and lead
by the Chairman. The majority member of each Board Committee is
independent non-executive Directors, and each Board Committee has
its own defined and written terms of reference approved by the Board
covering its duties, powers and functions. Their terms of reference are
available on the websites of the Company and the Stock Exchange.
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BOARD OF DIRECTORS

The Board comprises seven Directors, including two Executive
Directors, namely Mr. Zhao Xu Guang (Chairman) and Mr. Li Baoqji,
two Non-Executive Directors, namely Mr. Wong Siu Hung, Patrick and
Mr. Huang Man Yem, and three Independent Non-Executive Directors,
namely Mr. Lam Hoy Lee, Laurie, Mr. Lau Ka Ho and Mr. To Wing Tim,

Paddy.

Directors’ Retirement at 2018 AGM

In accordance with the bye-law 99 of the Bye-Laws of the Company,
Mr. Lam Hoy Lee, Laurie and Mr. To Wing Tim, Paddy will retire by
rotation at the forthcoming annual general meeting of the Company, the
2018 AGM and, being eligible, offer themselves for re-election.

Pursuant to bye-law 102(b) of the Bye-Laws of the Company, Mr. Li
Baogi appointed on 9 April 2018 will hold office until the following
annual general meeting and will retire at the annual general meeting,
the 2018 AGM, and being eligible, offer himself for re-election.

Responsibilities of the Board

The Company is headed by the Board which is responsible for the
leadership. The Board is ultimately accountable for the Group’s
operations, strategies, financial performance and compliance. The
following outlined the key matters are reserved to the Board for
approval:

e set Group’s overall objectives and business strategies

° establish Board Committees, define the role and duties of each
Board Committees

e authorise delegation of power to the management for
implementation of its decisions

e  direct and supervise management performance

e oversees the Group’s compliance with statutory and regulatory
obligations

o review financial statements, announcements and reports

o recommendation of dividends and its distribution
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Delegation to the Management

The Board has delegated its power to the Executive Directors to act
on its behalf. The Executive Directors are responsible for day-to-day
management of operations, implements the decisions approved by
the Board, conduct regular meetings with the senior management
of the Company and its subsidiaries and associated companies, at
which operational issues and financial performance are evaluated. The
Executive Directors are required to report and update the Board on
a regular basis on business development, financial positions, market
updates, risk management, compliance and corporate governance
issues.

Code Provision D.1.4

Pursuant to code provision D.1.4, issuers should have formal letters of
appointment for directors setting out the key terms and conditions of
their appointment.

Reason for Deviation

As disclosed in the Report of the Directors and explained in respective
appointment announcement published, there are no service contract nor
letter of appointment of directors. This constitutes a deviation from code
provision D.1.4 of the CG Code. The Board will nevertheless review the
need to have the formal letter and service contract from time to time.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
Mr. Zhao Xu Guang, being the Chairman of the Board, also act as Chief
Executive Officer since 2 May 2017.

Code Provision A.2.1

Code provision A.2.1 of CG Code stipulates that the roles of chairman
and chief executive should be separate and should not be performed by
the same individual.

Reason for Deviation

Mr. Zhao Xu Guang is the Chairman of the Board and also serves as
Chief Executive Officer since 2 May 2017. The deviation is noted by the
Board and the Directors consider the dual role is essential as Mr. Zhao
provides the Company with strong and consistent leadership and
facilitates the implementation and execution of the business strategies
while the Group re-build and develop its business with his leadership
in Board, and thus achieves the Company’s objectives efficiently and
effectively in response to the changing environment.
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The Board considers that the Company has established a strong
corporate governance structure in place to ensure effective
management, Mr. Wong Siu Hung, Patrick, the Executive Director
who also act as General Manager responsible for daily operation
management of the Group while Mr. Zhao is more focus on
business strategic development. In addition, the three independent
Non-Executive Directors in Board which ensure there is a strong
independent element on the Board which can effectively exercise
independent judgement and oversight the business management
in major decision making. The Board shall nevertheless review the
structure from time to time in light of prevailing circumstances.

NON-EXECUTIVE DIRECTORS

The Board comprises four Non-Executive Directors including
Independent Non-Executive Directors, namely, Mr. Huang Man Yem,
Mr. Lam Hoy Lee, Laurie, Mr. Lau Ka Ho and Mr. To Wing Tim, Paddy.
According to the bye-law 99 of the Bye-Laws, at each Annual General
Meeting, one-third of the Directors at the time being shall retire from
office by rotation provided that every Director shall be subject to
retirement by rotation at least once every three years. All non-executive
Directors also subject to retirement by rotation requirement under the
Bye-Laws and shall retire from office at least once every three years.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Board comprises of three members out of seven board members in
total, representing over 40% of Board, are Independent Non-Executive
Directors (the “INEDs”). The Board is satisfied that current composition
of INEDs in compliance with the requirement of INEDs under Rules
3.10(1) and (2) and 3.10A of the Listing Rule.

All INEDs are professionals with qualification recognition, either certified
public accountant or lawyer, who possess extensive experience in their
own professions. The biography details of the INEDs are set out on
page 18 of this annual report. During the year 2017, all INEDs contribute
impartial view to the Board members and make independent judgement
on issues discussed at the Board meetings.

INDEPENDENCE CONFIRMATION

The Company have received annual confirmation of independence from
each INED for the financial year ended 31 December 2017 pursuant to
the independence guidelines as set out in Rule 3.13 of the Listing Rules,
upon review and assesses, the Board consider each of the INEDs
fulfilled the independence requirement throughout the year. The INEDs
had been identified in all corporate communications of the Company
that disclose the names of Directors.
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RELATIONSHIP BETWEEN BOARD MEMBERS

Saved as disclosed under section heading “BIOGRAPHICAL DETAILS
OF DIRECTORS AND SENIOR MANAGEMENT" on pages 16 to 18
under this annual report, none of the members of the Board has any
relationship, neither financial, business, family or other material/relevant
relations, among each other.

INSURANCE FOR DIRECTORS AND OFFICERS
The Company has arranged appropriate insurance cover in respect of
legal action against the Directors and management of the Group.

INDEPENDENT PROFESSIONAL ADVICE

All Board members have separate and independent access to the
Company Secretary and management of the Group to fulfil their
duties. Independent professional advice can be sought to assist the
relevant Directors to discharge their duties at the Group’s expense upon
their request.

COMPANY SECRETARY

The Company Secretary of the Company, Mr. Li Chi Chung, undertakes
to ensure a good information flow within the Board and between the
Board and senior management, provides advice to the Board in relation
to Directors’ obligations under the Listing Rules and applicable laws
and regulations and assists the Board in implementing the corporate
governance practices. During the year ended 31 December 2017,
the Company Secretary finished no less than 15 hours of relevant
professional training and in compliance with the training requirement
under Rule 3.29 of the Listing Rules.

BOARD MEETINGS AND PROCEEDINGS

Regular Board meetings were held four (4) times during the financial
year ended 31 December 2017. The Directors have access to the
advice and services of the Company Secretary and company secretarial
team for ensuring that the Board procedures, all applicable rules and
regulations are followed.

The chairman of the meeting and the General Manager set the meeting
agenda in consultation with other Board members and with assistance
of the company secretarial team. Board meeting notice was sent to
the Directors at least 14 days prior to each regular Board meeting and
reasonable notice was given for other board meetings. Board papers
and meeting materials with sufficient information details are sent to
Board and Committee members at least 3 days before each meeting to
enable the Directors to make informed decisions.
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Minutes of Board meetings and Board Committee meetings are
drafted by the Company Secretary of the meetings and recorded in
sufficient details the matters discussed and decisions reached and
have been circulated to the Directors for comment and record in a
timing manner. Originals of all minutes of the Company are kept by the
company secretarial team and open for inspection by Directors.

If a Director has conflict of interest in a matter to be considered by the
Board which the Board has determined to be material, that Director
will be abstained from voting on the relevant resolutions with conflict of
interest and that he/she shall not be counted in the quorum present at
such Board meeting.

Attendance of Board Meeting and General Meeting during FY2017

The attendance of Board meetings and general meeting during the year
ended 31 December 2017 is set out below:

B H &

EXQNEFEZ 8O R EEE LA
WEER ETFACEHAFTERMERE
WEBEDETFREEFUHKREERERRIERL
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Board Meetings

Attended/Held & Attendance
Capacity & Name of Director Eligible to Attend at 2017 AGM
Exgea —E—tF
HEABBITRE BRREFAE
EERERES REREFEAH HEER
Executive Directors BiTE=E
Mr. Zhao Xu Guang (Chairman & CEQ) 1B 4 (EEFITHEH) 4/4 v
Mr. Wong Siu Hung, Patrick B (AR ) 4/4 v
(General Manager)
Non-Executive Directors FHTES
Mr. Huang Man Yem BENBLE 4/4 Absent
e
Mr. Li Baoqi (retired on 2 June 2017) ZEB&HE4E (R -ZF—+FNH 3/4 N/A
ZHRE) TE A
Independent Non-Executive Directors B FH1TEE
Mr. Lam Hoy Lee, Laurie R R 5 & 4/4 v
Mr. Lau Ka Ho ARFRE 4/4 4
Mr. To Wing Tim, Paddy HAREE 4/4 v

Code Provision A.6.7
Code provision A.6.7 of CG Code stipulates that Independent
Non-Executive Directors and other Non-Executive Directors should
attend general meeting and develop a balanced understanding of the
views of shareholders.

TAIEX FEA.6.71%
BRIEEEERTAZTAGRIFATR B
FWTEEREMIRTEETRLERRAS
HEROBERBRENT#E -

HUSCOKE RESOURCES HOLDINGS LIMITED Ai 3 % U5 ¥ Bt 5 B 2 )



CORPORATE GOVERNANCE REPORT

it ¥ B

Reason for Deviation

The non-executive Director, Mr. Huang Man Yem was unable to attend
the annual general meeting of the Company held on 2 June 2017 due to
his other business engagements. This constitutes a deviation from code
provision A.6.7 of the CG Code.

The Company Secretary has reminded the Non-Executive Director
the non-compliance consequence and the Company will remind the
Directors to attend general meetings in future.

CONTINUOUS PROFESSIONAL DEVELOPMENT

To encourage Directors in continuous professional development (the
“CPD”) to refresh their acknowledge and skills, the Company have
provided the Directors with updates on the development of the Listing
Rules and other applicable regulations and laws in connection to
their duties and responsibilities of being a Director. The Company
also provided to the Directors the monthly business performance and
position updates of the Group to ensure the Board discharge their
duties under Rule 13.08 and code provision A.6.5 of CG Code under the
Listing Rules.

For the year ended 31 December 2017, all Directors have provided
to the Company a record of their CPD training by attending seminars
and conferences, taking courses and reading materials. A summary of
training topics covered as follows:
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Topics of Training

BIRE

Legal/ Group

Accounting/ Corporate Business/

Name of Director Financial Governance Directors Duties
EE/ £EERK/

EEpE a5t/ B% TEER EERK
Mr. Zhao Xu Guang Bk K& v/ v v
Mr. Wong Siu Hung, Patrick BOHELE 4 v/ 4
Mr. Li Baogi TERRE v/ v v
Mr. Huang Man Yem BENBEE v/ v v
Mr. Lam Hoy Lee, Laurie MREF 5 & v v/ 4
Mr. Lau Ka Ho ARZRE v/ v/ v/
Mr. To Wing Tim, Paddy MoK E v/ v v
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AUDIT COMMITTEE

The Audit Committee comprises three Independent Non-Executive
Directors, namely, Mr. Lau Ka Ho who also acts as Chairman of the
committee, Mr. To Wing Tim, Paddy and Mr. Lam Hoy Lee, Laurie, and
one Non-Executive Director, Mr. Huang Man Yem.

The Audit Committee is responsible for reviews and supervises the
Group’s accounting policies and financial reporting, risk management
and internal control practices, maintains an appropriate relationship
with the external auditors and ensure the regulatory compliance of the
Group.

During the review of financial statements, management reported
liquidity position of the Group and measures taken/to be taken to
enable the Group to sustain as a going concern. The audit committee
is aware of the matter as one of key audit matters and to be included
in the section under material uncertainty related to going concern
in the Independent Auditor's Report for 2017 consolidated financial
statements. The audit committee did not express any disagreement
with management’s assessment concerning of the going concern
assumptions in the preparation of 2017 consolidated financial
statements.
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The attendance of Audit Committee meetings during the year ended 31 HE-Z—+E+-_F=+—RALEE  F&Z
December 2017 is set out below: B2 HBEAEHINT
Audit Committee
Meetings Attended/Held
Capacity and Name of Director & Eligible to Attend
EREZEEREE
HEASBITRER
EEBERESR BERELEFEAH
Chairman of Audit Committee ERZEEXRE
Mr. Lau Ka Ho FREEAE 3/3
Members KE
Mr. Lam Hoy Lee, Laurie PR 5 A 3/3
Mr. To Wing Tim, Paddy KR E 3/3
Mr. Huang Man Yem BENEBEAE 3/3
A summary of work performed during the year ended 31 December ZRZEeWHEZE-_ZT—+F+-_A=+—HIF
2017 is set out as follows: FEBETZT f’HEWUZD—F :

e reviewed the interim and annual financial statements and reports
and recommended to the Board for adopt and approval;

e reviewed the performance and independence of the external
auditor and recommended the Board on the re-appointment of
external auditor at the AGM,;
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o reviewed and approved the annual audit plan for the financial year;

e reviewed the independence of external auditors and its
engagement letter and approved the engagement;

e reviewed and approved engagements of respective independent
external professionals to assess the effectiveness of risk
management and internal control system and compliance of
environmental and social regulations of the Group; and

e reviewed the respective compliance and risk and internal control
assessment reports, and the corporate governance review report
of the Group.

The Audit Committee has recommended to the Board on consider the
re-appointment of Ernst & Young as external auditors of the Company at
the forthcoming 2018 annual general meeting of the Company.

REMUNERATION COMMITTEE

The Remuneration Committee comprises three Independent
Non-Executive Directors, namely, Mr. Lau Ka Ho, Mr. To Wing Tim,
Paddy and Mr. Lam Hoy Lee, Laurie who also acts as Chairman of the
committee, and one Non-Executive Director, Mr. Huang Man Yem.

The Remuneration Committee is responsible for reviews and
recommends to the Board on the overall remuneration structure
and policy for all Directors and senior management, review specific
remuneration packages, ensure a formal and transparent process in
place to develop remuneration policy and no Director takes part in
decisions of his own remuneration.

The attendance of Remuneration Committee meetings during the year
ended 31 December 2017 is set out below:

Capacity and Name of Director

B OB OE
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Remuneration Committee
Meetings Attended/Held
& Eligible to Attend

FMEEEER
HEASBRITRER
EERGRESR BREEEAH
Chairman of Remuneration Committee FNEEEREE
Mr. Lam Hoy Lee, Laurie Nkl 2/2
Members KE
Mr. Huang Man Yem EXELEAE 2/2
Mr. To Wing Tim, Paddy KR L A& 2/2
Mr. Lau Ka Ho A RFFEE 2/2
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A summary of work performed by the Remuneration Committee during
the year ended 31 December 2017 is set out as follows:

e reviewed the Directors’ fee for the year and recommended to the
Board for approval,

e reviewed and assessed the remuneration policy and structure of
the Group;

e reviewed the appointment of Chief Executive Officer and
recommended to the Board the adjustment of monthly salary
considered his dual capacity as Chairman and the responsibilities
undertaking;

Details of the remuneration of each of the Directors for the financial
year are set out in note 8 to the consolidated financial statements. The
remuneration of the members of the senior management of the Group by
band for the year ended 31 December 2017 is set out below:

Remuneration Band

B H &

FEBHETZTHERINNT :

. BIFEEFHSLAEFERBHAR

E
A

o BERFHAEERZFMEERES R

s BETBRARZZE IREEEFRE
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SESNMBFE 2 HFMH BN ERS M HHREK
M8 - HE_F—tF T+ _A=+—HLFE
REMARNE D 2 SRERABHFMEIIMT -

Number of Persons as
Senior Management

7 B 45 5l BREEABAR
Nil to HK$2,000,000 T ZE2,000,0007% 7T 6
HK$2,000,001 to HK$4,000,000 2,000,001/ 7T £4,000,0007% 7T 1

NOMINATION COMMITTEE

The Nomination Committee comprises three Independent Non-Executive
Directors, namely, Mr. Lau Ka Ho, Mr. To Wing Tim, Paddy and Mr. Lam
Hoy Lee, Laurie, and one Executive Director, Mr. Zhao Xu Guang who
also acts as Chairman of the Committee.

The Nomination Committee is responsible for reviews the composition
of the Board in terms of board structure, size and diversity, reviews
the board diversity policy, determines the policy for the nomination
of Directors and identifying potential candidates for directorship,
recommends to the Board on the appointment, re-appointment,
re-election or re-designation of Directors and succession planning for
Directors, assesses the independence of Independent Non-Executive
directors and reviews the time commitment of each Director.
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REZBEQAEMIEFTEHERE - ABEKE
ZHRUETE AR BHIEEEREZTIEKR
R ETRA2EZFRANEBEESEAE 5l
RIE BHEE EELAHTESRESZET
ZHAESSFELEE  FHBUFATESZ
BU URBGESESNHZER-
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The attendance of Remuneration Committee meetings during the year
ended 31 December 2017 is set out below:

Capacity and Name of Director

B OB OE

BE_T—tFT-_A=t-HULEE REZ
BggazimABENMT :

Nomination Committee
Meetings Attended/Held
& Eligible to Attend

?;‘E% ;ﬁ = El n#&‘,
HEASEBITRER
EERTRESR BEREEEAE
Chairman of Nomination Committee REZEEXRE
Mr. Zhao Xu Guang B e A 2/2
Members KE
Mr. Lam Hoy Lee, Laurie PR A 4 A= 2/2
Mr. To Wing Tim, Paddy KR A 2/2
Mr. Lau Ka Ho ARZ=LE 2/2

A summary of work performed by the Nomination Committee during the
year ended 31 December 2017 is set out as follows:

o reviewed the composition of the Board in terms of board structure,
size and diversity policy;

e reviewed the independence of Independent Non-Executive
Directors;

e reviewed the time commitment of each Director to discharge their
responsibilities as Director;

e reviewed the retirement by rotation requirement and nominated the
Directors for re-election; and

e reviewed the Group’s business plan and recommended to the
Board to appoint the Chairman of the Board to act as Chief
Executive Officer to ensure the business plan can be effectively
implemented.

CORPORATE GOVERNANCE FUNCTION

The Board undertakes the corporate governance function for the Group
with assistance of Audit Committee, responsible for (1) develops and
reviews the policies and practices on corporate governance of the
Group, (2) reviews and monitors legal and regulatory compliance of the
Group and (3) the training and continuous professional development of
directors and senior management, (4) reviews and monitors the code
of conduct applicable to employees and directors and (5) review the
issuer's compliance with the code and disclosure in the Corporate
Governance Report.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledged that it is responsible for the risk management
and internal control systems and reviewing the effectiveness. The
internal controls of the Group are designed to provide reasonable
assurance rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss. It is designed for
assurance the Group's assets and shareholders’ investments are
safeguarded against unauthorised use or disposition, transactions are
executed in accordance with the management’s authorisation, internal
audit, proper accounting records are maintained, and the relevant
legislation and regulations are being complied with.

Internal Audit Function

Code Provision C.2.5

Pursuant to code provision C.2.5, issuers should have internal audit
function and that issuers without an internal audit function should review
the need for one on an annual basis and should disclose reasons for
absence of such a function in CG Report.

Reason for Deviation

The Company has not assigned a separate internal audit function.
This constitutes a deviation from code provision C.2.5 of the CG Code.
To ensure the effectiveness of risk management and internal control
system of the Group, the Company engaged external independent
consultant to at least annually conduct an independent review of the
risk management and internal control system of the Group, assess the
effectiveness and report directly to the Audit Committee. The Board
consider it is appropriate approach to have independent expertise
review our risk management and internal control system with the
knowledge and updates of local changing environmental policy. In
addition, the arrangement allows flexibility for the management to
explore new business opportunities in different industries. The board
will nevertheless review the need to have an internal audit function from
time to time in light of the business development of the Group.
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Risk Management and Internal Control Framework

The risk management and internal control framework of the Group are
developed and reviewed annually based on Integrated Framework
released by the Committee of Sponsoring Organizations of the
Treadway Commission (collectively the “COSO Framework”) includes
the following procedures:

e identify risks of the Group’s and evaluate the level of the risks and
impacts on regular basis;

o report the high risks to the management to discuss the approach
and measures to manage those risks;

o implement the measures to manage the risks as management
advised;

o review regularly whether the measures have been implemented
and appropriate at current situation;

e review annually the whole risk management and internal control
practices;

e report the effectiveness of the measures and the risk management
and internal control systems;

e adjust the risks approach and measures if consider appropriate;
and

e monitor the risks on regular basis.

Independent Assessment

To ensure the independent review of the effectiveness of the risk
management and internal control systems, the Group engaged
independent external professionals to perform annual review and
assessment of the risk management and internal control system of the
Group covered the financial year ended 31 December 2017 to ensure
the compliance of relevant regulations and rules. The review report was
submitted to the Audit Committee.

Review of the Effectiveness

The Audit Committee reviewed the report and consider the Group’s risk
management and internal control system based on COSO Framework is
adequate and the practice is effective that the Group has complied with
the provisions on risk management and internal controls as set out in
the CG Code.
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AUDITOR’S INDEPENDENCY AND REMUNERATION

The Audit Committee is mandated to review and monitor the
independence of the auditor to ensure objectivity and the effectiveness
of the audit process of the financial statements. The Audit Committee
were of the view that the Company’s auditor, Ernst & Young is
independent.

During the Year, Ernst & Young has rendered audit services to the
Group and the remuneration paid/payable to it by the Group is set out
as follows:

Service Rendered

P 42 {8 B %5
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Fees Paid/Payable
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Audit Services & 1Z IR

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities to prepare the
consolidated financial statements of the Company for the financial year
ended 31 December 2017 and other financial disclosures required
under the Listing Rules and applicable regulatory and law requirement.
The Board, having made appropriate enquiries, considers that the
Company has adequate resources to continue in operational existence
for the foreseeable future and that for this reason, it is appropriate
to adopt the “going concern” basis in preparing the consolidated
financial statements. The Statements of the Auditor on its reporting
responsibilities on the consolidated financial statements is set out in the
Independent Auditor’s Report on pages 73 to 80 in this Annual Report.

CONSTITUTIONAL DOCUMENTS
There was no change in the Bye-Laws of the Company during the year
ended 31 December 2017.

SHAREHOLDERS’ RIGHTS

Shareholders of the Company are entitled to exercise certain rights
pursuant to the Bermuda Companies Act 1981, Bye-Laws of the
Company and the CG Code under Listing Rules.
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Convene Special General Meeting

Pursuant to the Bermuda Companies Act 1981 and Bye-laws of the
Company, on requisition of Shareholders holding at the date of the
deposit of the requisition (the “Request Submission Date”) not less
than 10% of the paid-up capital of the Company as at the Request
Submission Date carries the right of voting at general meetings of the
Company, Directors shall proceed duly to convene a special general
meeting of the Company (a “SGM”).

The requisition, may consist of several documents in like form each
signed by one or more Shareholders, must (1) state the purposes of
the SGM, (2) be signed by the Shareholders and (3) deposited at the
registered office of the Company for attention of Company Secretary.
Such requisitions will be subject to verification by the Company’s
Hong Kong Branch Share Registrar, and upon its confirmation that the
requisition is in order, the Company Secretary shall inform the Board to
convene a SGM by serving sufficient notice to all Shareholders under
the Bye-Laws. If requisition be verified as not in order, Shareholder(s)
will be notified of such results and accordingly, a SGM will not be
convened as requested.

If Directors do not within 21 days from the Request Submission Date
proceed duly to convene a meeting, the Shareholders or any of them
representing more than one half of the total voting rights of all of
them, may themselves convene a SGM, but any meeting so convened
shall not be held after the expiration of 3 months from the Request
Submission Date. A SGM convened on requisition of Shareholders shall
be convened in the same manner, as nearly as possible, as that in
which meetings are to be convened by Directors.

Put Forward Proposals at General Meetings

Pursuant to the Bermuda Companies Act 1981, either any number
of Shareholders holding not less than 5% of the paid-up capital of
the Company carrying the right of voting at general meetings of the
Company, or not less than 100 Shareholders, can request the Company
in writing to (a) give to Shareholders entitled to receive notice of the
next general meeting notice of any resolution which may properly be
moved and is intended to be moved at that meeting; and (b) circulate
to Shareholders entitled to have notice of any general meeting any
statement of not more than 1,000 words with respect to the matter
referred to in any proposed resolution or the business to be dealt with at
that meeting.
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The requisition signed by all the requisitionists, or two or more copies
which between them contain the signatures of all the requisitionists,
must be deposited at the principal office of the Company in Hong
Kong with deposited or tendered with the requisition a sum reasonably
sufficient to meet the company’s expenses in giving effect thereto (i)
in case of a requisition requiring notice of a resolution, not less than 6
weeks before the meeting or (ii) in the case of any other requisition, not
less than one week before the meeting. Provided that if after a copy of
the requisition requiring notice of a resolution has been deposited at the
principal office of the Company, an AGM is called for a date within 6
weeks or less after the requisition has been deposited, such requisition
though not deposited within the time required shall be deemed to have
been properly deposited for the purposes thereof.

Shareholders Enquires and Investor Relations
Shareholders are welcome to make enquiries with the Board at the
general meetings of the Company.

For enquiries about your shareholdings on the Company, registered
Shareholders may at any time direct contact the Hong Kong Branch
Share Registrar of the Company:

Tricor Secretaries Limited

Level 22 Hopewell Centre

183 Queen’s Road East

Wan Chai, Hong Kong

Telephone: 2980 1333

E-mail: is-enquiries@nhk.tricorglobal.com

For any other enquiries, Shareholders may at any time send enquiries to
the Company:

Investor Relations

Huscoke Resources Holdings Limited
Room 2301, 23rd Floor

Tower One, Lippo Centre

89 Queensway, Admiralty, Hong Kong
Telephone: 2861 0704

E-mail: admin@huscoke.com
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SCOPE AND REPORTING PERIOD

This is the second ESG report by the Group, highlighting its
Environmental, Social, and Governance (the “ESG”) performance, with
disclosure reference made to the ESG Reporting Guide as described
in Appendix 27 of the Listing Rules and Guidance set out by The Stock
Exchange of Hong Kong Limited.

This ESG report covers the Group’s overall performance in two subject
areas, namely, Environmental and Social of the business operations
in Mainland China including coal washing plant, coking plant, power
and heating plant in Xiaoyi, Shanxi Province from 1 January 2017 to 31
December 2017, unless otherwise stated.

The group's office space in Hong Kong was not included in the scope,
due to 1) its limited environmental and social impacts; and (2) the group
leases the office space and has sustainable managerial control on the
daily operation and maintenances of the building and its consequences.

STAKEHOLDER ENGAGEMENT AND MATERIALITY

The Group values input and feedback from its stakeholders as they
bring potential impacts to the Group’s business. Key stakeholders
including board members, investors, shareholders, employees,
suppliers, clients, external consultants and industry experts
continuously discuss and review areas of attention in monthly meetings
and community engagement activities, assisting the business meeting

its potential growth and be prepared for future challenges.

For this year’'s stakeholder survey, internal stakeholders, particularly
board members and directors, are engaged. The Group and its
stakeholders identified the following material aspects:

e Air emissions and waste-water;

o Energy and water consumption;

e QOccupational health and safety; and

o Employment, training and development.
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The above aspects were strictly managed through the Group’s policies
and guidelines. The Group will continue to identify areas of improvement
for the concerned aspects and keep close communication with its
stakeholders to share and exchange ideas for advancing the Group's
ESG management.

STAKEHOLDERS’ FEEDBACK

The Group welcomes stakeholders’ feedback on our environmental,
social and governance approach and performance. Please
give your suggestions or share your views with us via email at
admin@huscoke.com.

HUSCOKE’S SUSTAINABILITY COMMITMENT
The overall sustainability commitment of the group reinforces the
concept of creating an “ecological Shanxi” promoted by the central,

regional, and local government. Huscoke’s business value and
management approaches focus on serving people, homeland and the
society. Huscoke aims to become fully vertical integrated along the
coal industry supply chain, from downstream trading to midstream

processing and upstream ancillary businesses.

Huscoke continues to invest in state-of-the-art technologies, enabling
the group to outperform even the most stringent environmental
standards placed on the coal industry by the local and national
government. The Group continues to focus on reducing emissions
and resource consumption through the adoption of cleaner production
facilities, recycling all waste-water, recycling and reusing by-products
either on-site or to downstream processors to the maximum extent.

A. ENVIRONMENTAL

The group continues its effort on environmental management,

with joint efforts from the former General Manager, Deputy
General Manager, environmental departments and supervisors
from all other functional departments. The policy implementation
of pollution and emission reduction plan, real-time monitoring of
air and water emissions, timely maintenance and calibration of
environmental facilities, monthly internal meeting, and quarterly

environmental reports are among those management outcomes.
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The goal is not only to ensure any discharge within the national
standards, but also to continue maximizing the efficient use of raw
materials by expanding its business chain to a fully integrated and
better loop-chained coal business. The economic resilience and
environmental sustainability have been simultaneously achieved
by:

—  Producing refined coal from raw coal in coal washing

— Producing coke from refined coal in coking process (which
also recovers coal gas, tar residue, crude benzene slag,
etc.), continuing to secure a steady supply of refined coal to
meet production capacity in the coking process

— Generating heat and electricity at heating and power plant
with coal middlings or coal gangue resulted from coal
processing; updating and installing new flue gas purification/
desulphurization (FGD) facilities and heat recovery boiler for
steam production, providing 31% of heating demand for the
whole city.

1. TYPE OF EMISSIONS

Major air emissions such as SO, NO , PM, and benzpyrene
from coal washing, coke production, electricity and heat
production are all closely monitored by the city authority — the
Environmental Protection Monitoring Station, on-site emissions
reported from sampling spots in 2017 were all within one
quarter to one half of the permissible emission level of
national standards. There is GHG emission related to the
group’s production process and discussed in the following
section.

Total plant area coverage (including coal washing plant,
coking plant, power and heating plant) for the Group was
314,333 m? and the Group accounts for major emissions from
its operations in Mainland China.
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ENERGY AND GREENHOUSE GAS (GHG) EMISSION

The energy sources used by the group in 2017 include
coal gas, coal, petrol, and diesel (Table 1, Note: The coal
gas intensity 233 Nm®/ton coke is the design capacity, real
data not available due to lack of measuring facility. Table
2. It should be noted that petrol and diesel consumption is
from the company-owned vehicles and freight, they were
converted to kWh unit as an estimation for indirect energy
consumption, and should not be confused with indirect
GHG emission. Instead, the GHG associated with their
consumption is direct (scope 1) emission and cut-off based
on last year's GHG results and this year's consumption
amount.

Table 1 Direct energy consumption and intensity of on-site
operational input

AN
/A

&

BERMBZERE (GHG) B K

ARER_T—LFERZERERE
RRB TR RS (R RAE
2) - [BER BRI UR RSO HFER
BARERLEE HBBRETRE
BUAARMGEERERER BT
FERBMZEREREHORS - AR -
TR RS ERARR R ERE
RER (BED R BEBRER
TFEEZRERBHMERRAFE
HREELRPAFEZF -

&1 BEEFFTRAZEEEERE
FERBEE

Energy 2016 2017 2016 2017

Source Consumption Consumption Intensity Intensity

BER “E-REEHRE “E-tEEEE “E-RERE “E-tERE

Coal gas 127.4 million Nm? 144.2 million Nm? 233 Nmd/ton coke 233 Nm?é/ton coke

RER RIABBREUFK 14428BFEUAK 2BFEUFK/MER 23MBEV AR/ BEK

Coal (low heating ~ 411.4 thousand tonnes 450.6 thousand tonnes 0.446 kg/kwh

0.452 kg/kWh

value) 41.47 kg/GJ (coal equivalent)

K (E2E) 411 AT 450.6 T 1

0.446F 7/ FELB

0.452F % /THE

NAT TR/ TREE(HES)

Note: The coal gas intensity 233 Nm3/ton coke is the design
capacity, real data not available due to lack of measuring
facility.
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CO,, in thousand tonnes for different operation in 2016 and 2017
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Figure 1 GHG emission by activity sources in 2016 and 2017.

Table 2 Indirect energy (fuel) consumption (converted to
electricity consumption in kWh)

Heating plant

BR1 —E—~FR-_F—LFHZ
B FRE SR ER BN

F152 FERR (MK 57 (BRE
RFRERBENLZEHEF)

2017 2017

direct indirect energy

consumption consumption

(in litre) (in KWh)

—E—+iF —E—+tfF

HEHEFE BEEE

Energy Source BER () (TRE)
Petrol b 180,230.71 1,597,141.92
Diesel 4e0H 975,576.46 9,754,144.83

A

The conversion of diesel and petrol to kWh is based on the
lower heating value of the fuel, according to the 2016 China
Energy Statistics Yearbook.

The GHG calculated corresponds to the energy consumption
by the group (Table 3). There is onsite electricity and heat
production for group’s own consumption, other than providing
to external communities, therefore no scope 2 emission is
involved for the reporting year.

The petrol and diesel consumption used for staff commuting
as well as for operational usage (e.g., company-owned
pickup trucks) are relatively negligible compared to the
above-reported energy sources, and only accounting for only
0.04% of total GHG emission in 2016, consequently, their
consumption and emission were cut-off for the 2017 reporting
cycle.
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The hotspot for GHG emission is located within the heating RERBHENARUNEARA R
plant, which emitted over 4 times of GHG in both reporting WEREFEERanNEEERE (B
years (Figure 1). With the continuous efforts paid to invest in &®1) o BEETEIRE SR F RN BB D
cleaner technologies and emission reduction, 2017 observed R ETENEE N ZE—+F B
a slight reduction in total GHG emission compared to last ERBEHRBRLFEEHRD o
year.

2017 WATER CONSUMPTION BY OPERATIONS
“E-tHEERAKE

5%

M Coal Washing
g
W Coking

3[4
M Power Generation
M Heat Generation

Figure 2 Water consumption by operation in 2017 E#F2 —F—+FLEFLE
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Table 3 GHG by emission source in 2017 IR E—+EFXEHHKEZ

Scope of Greenhouse
Gas Emissions

Emission Sources

BEAR

Emission

(in tonnes of CO.e)

Total Emission
(in percentage)

HrE BEgmE

REREBHNREE BERRIR (L—gfemmEEstHE) (BDtL)
Scope 1
&N
Direct Emission Boiler for Coking* 126,905 100%
BEEHER ELHIE"

Boiler for Power Generation* 68,496

Boiler for Heat Generation* 494,263

AR

Petrol Consumed Cut-off

FURDERE W ARMAGTE

Diesel Consumed Cut-off

L mE R W RAANGTE
Scope 2
& [E2

Indirect Emission

BEE32

Scope 3
gE3

Other Indirect Emission

Not applicable
T

Not calculated

Not applicable
TEmA

Not calculated

Not applicable
TiE

Not calculated

H o B EitE EiTE EiTE
Total 689,664
Bt

*

Main emissions from the Group’s business operations were R EBEEREBEECEEHRA
carbon dioxide and methane. Since emission of methane was —abmEFr - ARFREREE
minimal, it has been calculated together with carbon dioxide for e mAEEREERE SR —OE

convenience. Ho
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Water consumption in relative percentage for different operation in 2016 and 2017
TE-RERZE-LETRAEEZAKE (HHEBED)

5%

32%

1%

18%

Coal Washing Coking Power Generation
" g » " am

&1t BE

Figure 3 The relative water consumption (in%) in each
operating plant in 2016 (inner rings) and 2017.

The PM, SO, and NO, emissions from coke production have
been closely monitored during the production and below is
a sample from the emissions from tube furnace equipment
by the Environmental Protection Monitoring Station from the
city authority (Table 4). For both reporting years, waste from
desulfurization process dominates the hazardous waste
category while the waste oil was the most insignificant.

Table 4 PM, SO, and NO, emission from production
process

5%

50%

= Heat Generation

concentration

B#%3 —F—NF(AE)R=F—+
FEEERMEHHHKE (BSLL)

EREEBRIMZBIFHNT  RE
Y RAAADHREREERRES
EZERN - UTABTEERRRR
o BRI Uk PRI 8 2 B SV AR A B AR
K (R154) - EFARFOMERSF
B AEEMIZHARRBRELS
mEmAE R EEMNRELH -

4 FEBREHHZEFEZNF i
aryraEty
Onsite Permissible

concentration*

(mg/m?) (mg/m3)
B8 FAgE*
Air emissions REHK (B=,/ M HK) (B=,/ M HK)
PM BN T 4.1 30
SO, =N 15 50
NO, RAAY 65 200

*

According to the “Discharge standard of pollutants for coke
chemical industry”.

The SO, emission from road transportation was calculated
(Table 5), while NO, and PM emission were not reported
this year due to lack of travel data. With the data collection
system under construction, it is hoped that the group will
provide information regarding PM and NO,_ in the next
reporting period.

o BRBIRELCEIXSANHENRE
R

REBRER ZRALMBERT B
B (R185) - MAA Y RBFH T
MEABRZ BT8R Y ERAFE R
S BBLAESRZEBEERS
MEAKBER TERESBEELRMLE
MBI TRARLCNZERN -
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Hazardous waster generation in relative percentage
per waste category in 2016 and 2017
—E-RFERIE-LEREVENEEZEETEY HEES L)
3%
3% | 2%

0 /o—\

2%
8%
9%

3%
83%

84%
= Tar residue Asphalt residue
BB BEE
- Crude benzene slag - Biochemical sludge
HEE EX(Aep
Waste from desulfurization m Waste oil
BIRER &

Figure 4a The hazardous waste generation (in%) by waste [Elfda —F—~F(AE) R -ZF—+EXEY
category in 2016 (inner rings) and 2017, BRIELZFZEY (BRI

Non-hazardous waste generation in relative percentage
per waste category in 2016 and 2017
ZE-AERCE-LEREVENELZEERY HEBE L)

1%

10%

48% 40%

41%

Coal gangue
KRR

Fly ash - Boiler slag
BRI s

Figure 4b The non-hazardous waste generation (in%) by [El#4b —FE—NE(RE) - FE—+FEEY
waste category in 2016 (inner rings) and 2017. BRIESEZEY (BAHE)
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Table 5 SO emission from road transportation

#1465 KEBHLERZRANLNHNL

2017 SO, total
consumption emission
(litre) (kg)
—E—+tF maty
HREE B
Road transportation BRKER (#) (F%)
Diesel bl 975,576.46 15.71
Petrol 46 h 180,230.71 2.65
Total SO, emission 18.36
e mB R
Total and turnover number of employees by age group in 2017
—EtFEREFRARNAS 2 EREERRAEEHE
500 455
450
400 373 375
m 350
ﬁ( 300
250
200
150
100 59 60
%0 28 35 37 2 .
- =
18-25 26-35 36-45 46-55 56 and above
5651 & M £
B 2017 total employees ® 2017 turnover employees
—T-tFHES —T-tFR%EE
Figure 5 Total and turnover employees by age group in E&%5 —F—+FFRALESZ
2017, including all employees (functional, middle, and BESRTXESHE  CIEHMEE
senior management). E (gt FRREGREEAS)
3. WATER CONSUMPTION 3. Ak
Water consumption by the Group was 1,650,489 tonnes with a REBEAKER1,650,4801 - FI7KE
water intensity of 5.25 tonnes/m2. All wastewater was treated B R5.25M  F 55K o B 5 KR
onsite and reused within the plant. The whole plant has no BERBETRBEANER - BEKE
wastewater outlets, including coal washing plant. They have WE)SKE D - BIEFRER - KB
a real-time connection to monitoring station under Ministry of AR A MBIR I (R #2028 0 B0
Environmental Protection of the People’s Republic of China. B o
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Table 6 Water Consumption and Intensity by Production in

*H6 R-F /\iﬂ?_? +tEZ

2016 and 2017* LEAKERFKER
2016 water 2017 water
consumption consumption
Production (tonnes) (tonnes) 2016 intensity 2017 intensity
—E—XE —E—tF
ZFRKE ZRAXE ZE-RF —E—iF
£E (Wg) (W) HE BE
Coking Plant Coke 736,675 821,634 1.32 1.32
£ E Bix tonne/tonne tonne/tonne
1.32MF /R IR coke
1.32M /WA £ 1%
Power and Heat Electricity 296,475 178,059 97 40.3
Generation Plant 1 E tonne/10*kWh  tonne/10kWh
HE—& 978/ 40.30 /
104F R 104 F [
Power and Heat Heat 534,080 567,904 48 0.077
Generation Plant 2 =7 tonne/kWh tonne/GJ
RE-H 48/ F R B 0.077H8,/
THREH

The water consumption in coal washing plant (total annual

consumption at 82,892 tonnes) is relatively insignificant for both

years, therefore its water intensity it is not included in the table.

The intensity data for power and heat generation plant 2 was

reported in different units for the two reporting years due to the
co-generation of heat (in GJ) and power (in kWh). The Group
will consider modifying the reporting unit as water consumption

per hour from next reporting cycle.

The overall trend for water consumption is similar to the

last reporting cycle, with the least water consumed in coal

washing plant and the highest for coking plant (Figure 3)

- showing the relative percentage contribution instead of

absolute consumption. Similar to a reduction in energy

consumption for power plant from 2016, it also observes the

most significant reduction in water consumption from 2016 to

2017.
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HAZARDOUS AND NON-HAZARDOUS WASTE

Hazardous solid waste has been continuously and stringently
monitored for 100% collection and follow-up treatment
on-site. A total annual hazardous waste of 435.91 tonnes
was observed (Table 7). In 2017, there are the same six
categories of hazardous waste as of 2016, with the same
waste treatment methods. There are only slight changes in
the waste generation for all six categories compared with
2016 (Figure 4a).

For non-hazardous waste from production lines, the same
three categories of non-hazardous waste have been
observed - the coal gangue (32,273 tonnes), fly ash (121,816
tonnes), and boiler slag (145,687 tonnes). Same to the
treatment method applied in 2016, they were all transported
to external sites for 100% recovery for making building bricks
(Table 7).

AN
/A

&

EEBNREEEY
BEREEY - EXRERKE
BR100%BHRERBERE - 2F
BB Y AA4A35.911 (R1ET) -
RZE—LFRAEAER=_ZT—X
FHERERNZEEEY  WERER
BEMRERE 2B BENZEL
AR -_T—AFEEEME (L (BX
4a) °

HRREEEG EEZEY BER
N=EARER c BEEY - EFA
(32,273M8) - H Ik (121,816HF) &
1878 (145,687HF) - AT — RF e
ArzEBRE—F 2B LlEEE
W BERE NP B AE100%E
PABLE RS A1 (R1KT) -
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Table 7 Waste generation and intensity for hazardous and k7 —E—+tFEEREZEYZ
non-hazardous waste for 2017 BYELAZE
2017 waste 2017
generation Intensity Treatment
Waste type Waste name (tonnes) (tonnes/tonne) method
—E—tF —E—tF
REY R FEY) &8 (1) (Mg, BE %
Hazardous waste Tar residue 14.03 N/A Sent back to coking
BEEY 3yiiibie TE plant’s boiler for
incineration
iR BB (L R o 1B 85 5%
Asphalt residue 7.35 Same as above
EBB i
Crude benzene slag 36.7 Same as above
HEB R E
Biochemical sludge 11.43 Same as above
X |AEp i
Waste from 366 Same as above
desulfurization [ E
I 5% RE R
Waste oil 0.4 Collected for on-site
&% reuse
WEERSER
Total hazardous 435.91 6.99x10-4 tonnes/
waste tonne coke
BIABEEY 6.99x10-418 /I8 £ 5%
Non-hazardous Coal gangue 32,273 0.078 tonnes/tonne  Sent to remanufacture
waste BrA raw coal as building bricks
EEEY 0.078MF /MR  *EERAEEAE
Fly ash 121,816 0.27 Same as above
0B A
Boiler slag 145,687 0.32 Same as above
i Els
Total non-hazardous 299,776
waste
BEtEEZEY
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Other than the production-related waste, no packaging
materials were involved in the reporting year. Office
waste (e.g., papers) are reused to the maximum extent by
practicing green office policy, then collected by licensed
recyclers. Their final waste amount is trivial compared to the
production-related waste and thus not reported. For organic
waste, the group continues to send leftover food from the
canteen to nearby farms as animal feed and make organic
fertilizers for office gardening with fallen leaves within the
business operations.

B. SOCIAL
1. EMPLOYMENT AND LABOUR PRACTICES
(i)  Employment

The Group’s business operations in Mainland China had
a total number of 1,322 employees, including senior
management and workers, as of 31 December 2017
(Figure 5). Among the 1,322 employees, 3 were from
senior management (incl. board members, general
manager and deputy general manager), 67 were from
middle management (incl. department managers,
deputy managers, and supervisors), with the remaining
from all other frontline and functional departments. All
employees were from various provinces in the People’s
Republic of China. All of them were employed on a
full-time basis, i.e., 8 hours per day, or 40 hours per
week.

Employee turnover rate was 9.6% in 2017, breaking
down by age-group, a high turnover rate (47%) among
younger employees under 25 years old was recorded
(Figure 5). On the contrary, the lowest turnover rate was
observed among the employees with age between 46-55
years old (5.9%). All turnover was from employees other
than middle/senior management.

Gender-wise, 208 out of the total 1,322 employees were
female. Among all 127 employees who left the company
in 2017, 12 were female.

B R E

BRTEAEBMIEY RNBEFE
WES R BEME - BAEED (Fim
AR CREBETRERAZHERMIE
RAREER HEHFEDRER
R HERKRENHENRRELERR
ZEYBMARE  RAimLEELR
HeHRAREY FEEHERR
EESHAEMIRSRESNEAR -
DRIEESEERAEEREFRIE
FIMERRAZERZE R -

B. #&
1. EEREIER
(i) 1EE

RZZE—+F+-_A=+—8"
REBRTRRNM Y £KEEL
£EBE13228EE  BERRE
BABRTIA(ERS) ©1,322%
BEEF 3LAEREEAE
(BREEFSXRE  BEERE
BIEIE) TR ATFRERAE
(BEPPLE AIKBERER
AB) EHAMEEMATRR
WEEEFIAE - 2EREEREF
EARENBETRED - 2EE
EXYA2BET  HEBIES
NE I FIE T E40/)NES o

T+ FREERAEEIC%
BRERERED  BER5HEIK
FREEHBSRMAE (47%)
(B%5) - R - FEBEN THR46
=552 BB RSB RERLER
(5.9%) - FIERXH BT /&
MEBMABIANNZES -

BERE D 13224 EEFH
208 AU RZTE—+FH
BWe2E1278EEFR 1285
e c
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Table 8 Workforce by Age Group in 2016 and 2017

VAN
/A

&

B8 R-ZE—NEFR-_F—tFL

FRAFE 7228
56 and
18-25 26-35 36-45 46-55 above
Workforce by RERAR 567%
Age Group Elozgah 18-255% 26-355% 36-455% 46-557% Bk
2016 —E-RE 113 516 386 352 129
2017 —E—tF 59 455 373 375 60

Table 9 Workforce by Gender in 2016 and 2017

FHEYRZE—NERZFE—LFL

MR 5248
Male Female
Workforce by Gender BB D 228 5 prgi3
2016 —E-RF 1,255 241
2017 —E—+tHF 1,114 208

Table 10 Overall Employee Turnover in 2016 and 2017

EHEIOR—F-—NFR-F—tFZ

ERESTX
Turnover rate (%)
Employee Turnover EBERE BERKE (%)
2016 ZE-RF 6.01%
2017 —E—+tF 9.6%

There are no updates on relevant human resource
policies, such as recruitment policy, compensation and
dismissal policy, promotion policy, working attendance
policy, and remuneration policy. Employees welfare
include access to free facilities such as basketball
court, table tennis court, gym and movie theatre, library,
media room, and painting room, other than subsidies
for training and festival and free annual body check.
In addition, the group’s canteen only used self-grown
vegetables and meat products from licensed farms to
ensure the food safety of all its staff.

All employees, regardless of their gender and job
positions, received an increase of RMB200 in their
monthly base pay in 2017. This positive adjustment was
made by the group after considering the market trend
and company’s profitability and affordability in the last
fiscal year.
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(i)  Employee Health and Safety

Occupational Health and Safety (OHS) Policy

The policy and its implementation continue to ensure the
group’s compliance with the National Laws on Safety
Production, and relevant regulations such as the “The
supplementary requirements and evaluation criteria for
the standardized production of hazardous chemicals in
Shanxi Province”. The policy was not updated in 2017.

The group continues to pay attention to preventive
measures such as providing OSH training to general
staff, specific training and certification to special
operators (e.g., boiler workers), checking the equipment
maintenance, evaluating the surprise check and
emergency drill. The award and penalty system ensure
timely assessment of all employees’ performance and
compliance with the Policy.

Noise Preventive Measures and Outcomes

The group continues to pay attention to control the noise
level to ensure a healthy working and living environment
for the staff. Clear instructions and preventive measures
are continuously provided by the group, including
separation of noise sources from a design aspect,
provision of warning signage and personal protective
equipment. The group continues to monitor the noise
level both at day and night time at various locations and
operation sites. Several inspects performed by the city
authority indicated that all measured noise levels are
within the limits. The group will pay more attention to
further control and reduce the noise level to ensure a
healthy working and living environment for the staff.
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The following sub-policies, plans, and measures were
examples of the group’s overall OHS policy, they were
not updated in 2017 thus not reiterated in this report.

Dust Suppression Measures

Fire Protection Plan

Personal Protective Equipment

Incident Reporting Procedure

Declaration on Safe Production

Safety Management for Special Equipment

Safety Management for Building Maintenance and
Renovation

Communication on Appointment of Health and
Safety Representative

Standard Procedure for Handling Dangerous
Chemicals

Safety operation within confined space, and
activities such as lifting, high voltage operating and
other dangerous operations

Emergency Procedures

Guidelines for Heat Stroke

HEM AL REHER

— DERRE

— FAGHE

— BEAREEE

— EWWmEREF

— REEEZEW

— HRRBZHHERE

— BFRENREEZZEE
i

— EBERE2IEHEM

— EEEREEmIFER
,?

— BEERZTEER MU
FRE REREFED
REMERIEE

— EZBER

— FE%ES

AEBFECEBEL2RRE
EREBINATBRATIEAS -
BEBRRR-_T—LFLENR

The group keeps track on key indicators on OHS such
as lost days due to work injury, and lost days due to
work injury. While the policies were not changed in 2017,

their implementation showed a significant progress, as B BHEPRZHTHEREE
in 2017, the lost days due to work injury reduced to 0. R CEPRZZ—LFETIHE
BRAIEBERET -
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Table 11 Occupational Health and Safety Data for

xHEI RZFE-ANFRZ-F

2016 and 2017 —tFZBFERERZDEHE
2016 2017
—E-RE —E—+tHF
Work related fatality I%T 0
Lost days due to work injury EHEISEXIEHE 0
Development and Training (ii))  E= 2 IE )

The group keeps a 100% training rate regarding the
number of staff trained in 2017. Same to 2016, the
average training hours allocated to each employee is 20,
leading to the total group-wise training hour of 26,440
in 2017. Training was conducted during work hours
and covered a wide range of topics, including internal
OHS training to strengthen the employees’ safety
knowledge and practices, as well as external training
for targeting staff once training needs were identified.
For example, staff of Environmental Department was
sent to the Environmental Protection Agency to learn
the latest development and trend in cleaner production
technologies.

For new frontline employees in particular, no less
than 72 hours were allocated to individual employee,
in three hierarchies: 1) at plant-scale, training
including the development history of the company,
the characteristics of enterprise products, the safety
production basis, Labour Contract Law etc.; 2) at
department-scale, training including the process flow,
production characteristics, risk factors etc.; and 3)
at group-scale, training including technical skills and
operating procedures etc. For management members,
the training is strategic and focusing on understanding
the central government policy, insights on the political
and economic situation at home and abroad, as well as
interpretation of relevant laws and regulations.
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(iv) Labour Standard

(v)

All employment and recruitment strictly abide by the
Labour Law and Labour Contract Law of the People’s
Republic of China, with zero tolerance on the child or
forced labour.

Equal Opportunity

There is no update on equal opportunities policies this
year. The group continues to enforce “Everyone is equal
regardless of the position hold” as one basic principle
when dealing with rewarding and penalty system. It
is also advisable to include Equal Opportunity policy
during the recruitment process, after taking into account
some contextual adjustment (e.g., background culture,
operating nature).

2. OPERATING PRACTICES

(i)

(i)

Supply Chain Management

In 2017, the Group has engaged a total of 10 major
raw materials suppliers, all from Mainland China.
Procurement Policy and standardized purchasing
procedure are in place and the Group continues to
focus on risk assessment of major suppliers, to ensure
a secure supply of raw materials. For example, all major
suppliers need to fill in the “Suppliers’ pre-survey,
selection, renewal, and risk assessment” checklist for
a transparent assessment, which also needs to be
re-assessed annually from following aspects: pre-use
product quality, price, after-use effectiveness, and credit

of the supplier.

Product Responsibility

There are no updates on the product responsibility
policy in 2017. The quality of the processed product (i.e.
coke) is highly related to the quality of raw coal as well
as washed coal it imports from suppliers, thus, the group
continues to closely monitor key quality parameters such
as water content, ash content, sulfur content, volatile
matter content of the raw coal. No complaints or product
recalls was received in 2017. Due to the nature of the
company, it is not applicable regarding policies on
intellectual property rights protection, and/or consumer
data and privacy protection.
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(iii)  Anti-corruption

The group’s Legal Department continues to implement
a monitoring system to ensure zero tolerance of
corruption, bribery, extortion, fraud, money laundering,
and any other unlawful activities. The group did not
involve in legal cases regarding corrupt practices in
2017.

3. COMMUNITY

(i)

Community Investment

The group achieves its business success together
with its commitment to re-investment to the society. In
2017, the Group provided district heating for 31% of the
industrial area in Xiaoyi District. The group continues
to support local road construction, teaching assistant
and donation for poverty relief. And our employees
participated in the fifth Wutongzhen Cultural and Art
Festival at Wutongzhen, Shanxi Province.
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INDEPENDENT AUDITOR’S REPORT

B X

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

OPINION

We have audited the consolidated financial statements of Huscoke
Resources Holdings Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 81 to 199, which comprise the consolidated
statement of financial position as at 31 December 2017, and the
consolidated statement of profit or loss and other 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 2017, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (“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.

ANNUAL REPORT 2017 4 #it

2 OB O R &

BNEERERERDARR
(REREZMALZHRAA)

]]ﬂ-l il

=R
EEERNZERERERLAR (TERRA]) K
HWBLR (REAEEE]) HNESIE1998
ZERPBERER  EPHAR _T—tF+_A
ST-RZERUBIRRAR BEBEZHILFE
ZiIERRRAEMEERER  FaREREPR
RGEBRERER  URGAMBRERNT 2
EXZSEEHNE -

\

RR ZAEEUBRREREFTEGTM
(E%g +Em’“A)ﬂEXﬁZi§iﬁﬁW$&¢
RA(TEBHBHRELA ) EEM AR MR
T ERER-_Z—+F+Z ﬂ +—AZ&EA
MBHRAAREBEZBILEFE FEMBRE
RizaHeRE  YEEBREB(RE) 2
BREEZRRH

=

=7

@
=

==y
=
~
IN

N

N

BRzER

BEEREBERBEAMAGRN ZEBENER

([BBEER ] ETER - REZFEUT
BEERAREANRAMAFRE S Y

ﬂ“‘#&i’% FAEZRE|—HTE—FEL - RE

BERGHAMRG Z(FXETAMETTH) ([

A& ?%IEA E&E YERETRET
HittBREML - BEHE BEMEBZERER
.?iﬁé;%%’@&azkmﬂﬂi% EZEGRERREHRE
o

73



74

INDEPENDENT AUDITOR’S REPORT

B X

MATERIAL UNCERTAINTY RELATED TO GOING CONCERN

We draw attention to note 2.1 to the consolidated financial statements
which indicates that, as at 31 December 2017, the Group’s total
current liabilities exceeded its total current assets by HK$26,541,000.
This condition indicates the existence of a material uncertainty which
may cast significant doubt about the Group’s ability to continue as a
going concern. As explained in note 2.1, these financial statements
have been prepared on a going concern basis, the validity of which
depends on, inter alia, the Group’s ability to collect the amounts
owed by the non-controlling shareholder of a PRC subsidiary as at 31
December 2017, details of which are set out in note 18 to the financial
statements. 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. For each matter below, our description of how
our audit addressed the matter is provided in that context.

In addition to the matters 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.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to
respond to our assessment of the risks of material misstatement
of the consolidated financial statements. The results of our audit
procedures, including the procedures performed to address the matters
below, provide the basis for our audit opinion on the accompanying
consolidated financial statements.
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KEY AUDIT MATTERS (continued)

2 OB O R &

BARELER(F)

Key audit matter
BREREE

How our audit addressed the key audit matter
ZEEEETPUAEE

Impairment assessment of property, plant and equipment

AHEME - BERREZRE

As at 31 December 2017, the carrying amount of
property, plant and equipment (the “PPE”), net of
accumulated impairment and depreciation, was
approximately HK$495.2 million which represented
approximately 97.0% of the total non-current assets of
the Group. In view of the operating result for the year,
management performed an impairment assessment
on the Group's cash generating units (the “CGUSs”) to
which the PPE belonged at the end of the reporting
period. Based on the results of the assessment, a
reversal of impairment loss of HK$85.0 million was
recognised in the consolidated profit or loss for the year
ended 31 December 2017.

RZE—+tF+ZA=+—8 WE BELRZE (D
X BELERE]D 2REENRZFHERTER  O5
495,200,000/ 7T * 15 EEEFRBEERTELNIT.0% °
ENFAKERE BEEEHRBEPIRDE  BE &K
BBy EXERCELEM((REELEM])ETH
B - BEFTEER BE-T—+F+=-A=1+—H
IEFE - RERE B 5 & T 1 RA (B 8 181 285,000,000/

JT ©

Management performed an assessment of the CGUs
to determine the recoverable amounts using a
value-in-use approach which was based on discounted
cash flow calculations. This assessment requires the
use of significant judgment and assumptions made
by management to determine the key assumptions
including sales growth rates, production capacity
utilisation, pricing, production costs and the discount
rates applied in the discounted cash flows.

EREECHEReELEN  FRAKBHEERERTEL
EREEFETIKEESE ZARFEEEBEREX
HETRBR  UNETEARR  ERHEEERE  EfE
BE - -FEB EERFUARBRBESREMBZEHRE -

Relevant disclosures are included in notes 3 and 14 to
the consolidated financial statements.

HMBAREIN GRS MBREMEIR14 -

In evaluating management’'s impairment assessment,
our audit procedures included, inter alia, (i) evaluating
the management assessment of reversal indicators with
reference to external business environment of coke industry
and operating performance of the Group; (i) evaluating
the key assumptions used in the discounted cash flow
forecasts, including the sales growth rates, production
capacity utilisation, pricing, fluctuation of expenses based
on latest operation performance and historical data; (iii)
involving our valuation specialists to assess the value-in-use
calculation methodologies and discount rates adopted by
management by benchmarking them to industry practices
and making reference to market comparables; and (iv)
performing sensitivity analyses on key inputs on the
discounted cash flows for any significant impact on the
recoverable amounts of the CGUs.
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KEY AUDIT MATTERS (continued)

27 OB O R E

BEREREXRSE(E)

Key audit matter
BRELSEE

How our audit addressed the key audit matter
ZEEAETPNRE

Provision for receivables, prepayments, and deposits

YIRS ~ ENRERZE 2 BE

As at 31 December 2017, the Group recorded trade
receivables of approximately HK$267.0 million after
netting off provisions of approximately HK$55.3 million
and current portion of prepayments, deposits and other
receivables of approximately HK$214.4 million after
netting off provisions of approximately HK$13.1 million.
These balances, in aggregate, represented 79.5% of
the total current assets of the Group.
RZZE—tF+ZA=+—H ' BEEEHGEZIEWER
7K #7267,000,0007% 7T (2 #1 B % 45 4955,300,00078 7T ) &
BN FRIE - e R R YR 5 2 B E #6 93214,400,000
B (BB EH4913,100,0008 0) ° 2S84 £16
EEERPEELTTIE%

Management considered various factors, including
the ageing profile of the trade and other receivables,
historical debtor repayment patterns, post year end
settlement and trading history of each debtor and
the values of collaterals provided by the debtors in
determining provisions for receivables. In determining
the provision for prepayments and deposits,
management considered the ageing profile and
utilisation of prepayments and deposits during the
year and subsequent to the year end. These involved
significant management judgement and estimation.
EEERETRUENBEARERZERE  BEESHR
HAEWOIRTZIRERER - BHEAZBEEREN - F&
AREE BEBAZRGTHLIEBARECERRE
B -pRETENFEREeZRENS  EREESZRIK
REANBNRERFARFREZBHAER - LEFE
FRSREXNEEEH B R b5t -

Relevant disclosures are included in notes 3, 17, 18
and 19 to the consolidated financial statements.

HBARBEIN G MBREMEI 17 - 18K%19 -

Our audit procedures included, inter alia, (i) assessing
the basis of the provisions estimated by management
with reference to the ageing profile of receivable and
prepayment balances, historical repayment patterns of
debtors and settlements after the end of the reporting
period and historical utilisation pattern of prepayments and
deposits during the year and after the year end; (ii) tested
the ageing of receivables, prepayments and deposits as
at 31 December 2017 to source documents on a sampling
basis. For receivables with collaterals, we also involved our
valuation specialists to evaluate management assessment
on the values of collaterals provided by debtors by
benchmarking them to market data and industry practices.
BEZEGRERFERE (AP ERE) (/K2 E RIS L ENFR
REHRZIRIRER BBAZBERFEARFRE2EE - U
REARFREZANTERREBEDRARAMALERE
et o £ R(NVEERAEERERRXAAAFAR ZF
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OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

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

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of 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 of the
Company are responsible for assessing the Group’s ability to continue
as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the
directors of the Company either intend to liquidate the Group or to
cease operations or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in

discharging their responsibilities for overseeing the Group’s financial
reporting process.
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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. Our report is made 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 scepticism throughout the audit.
We also:

e |dentify 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.

e 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.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE

CONSOLIDATED FINANCIAL STATEMENTS (continued)

e 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.

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

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, related safeguards.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (continued)

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

The engagement partner on the audit resulting in this independent
auditor’s report is Fok Lai Ching.

Ernst & Young
Certified Public Accountants
Hong Kong

29 March 2018
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
= e B &E kR H £t 2 EH B & %

For the year ended 31 December 2017 BE - —L4E+H=+—HILFE
-

2017 2016
“E-tf& ZE-RE
Notes HK$’000 HK$'000
(i TET FEL

Revenue ON 5 1,330,791 792,518
Cost of sales SHEM A (1,117,808) (658,103)
Gross profit EF 212,983 134,415
Other income and gains, net Hitg ARz - 38 5 45,419 58,891
Selling and distribution costs HE R DM A (146,429) (55,949)
Administrative expenses EHEHR (83,804) (79,608)
Finance costs HBER 7 (8,015) (1,582)
Other operating income, net Hingg N 328 21,528 12,758
Reversal of impairment on items of property, ME  BELKZEEER

plant and equipment RERE 12 84,977 -
PROFIT BEFORE TAX BB AR R 6 126,659 68,925
Income tax credit/(expense) FiEREE,/ (%) 10 5,254 (8,544)
PROFIT FOR THE YEAR KEERF 131,913 60,381
OTHER COMPREHENSIVE H2EKR/ (BE)

INCOME/(LOSS)
Other comprehensive income/(loss) to be HEMmETEH

reclassified to profit or loss in subsequent NEEEGZEM

periods: 2EKE/(B8)

Exchange differences on translation of BIEBITEEEY
foreign operation RBES 16,456 (13,952)

OTHER COMPREHENSIVE INCOME/(LOSS) rEEHMEZERS

FOR THE YEAR, NET OF TAX (F#B)  BE® 16,456 (13,952)
TOTAL COMPREHENSIVE INCOME AEEXHKRLR

FOR THE YEAR 148,369 46,429
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
= 8 B kR Hft 2 EH B & K

For the year ended 31 December 2017 &BE_F—LFEF+ZA=+—HILFEE
D

2017 2016
—E—+& ZE-RE
Note HK$°000 HK$'000
Bitsx TER FET
Profit for the year attributable to: LA ERR
Owners of the parent BAREAA 117,898 55,663
Non-controlling interests EERER 14,015 4,718
131,913 60,381
Total comprehensive income EEEEKEEE:
attributable to:
Owners of the parent [SUNGIE ZEPN 132,824 43,106
Non-controlling interests FERER 15,545 3,323
148,369 46,429
EARNINGS PER SHARE ATTRIBUTABLE BAREBRERBEA
TO ORDINARY EQUITY HOLDERS OF EEERER
THE PARENT 11
Basic LN
— For profit for the year ~REEEF HK4.54 centsi{li  HK4.00 centsi il
Diluted wE
— For profit for the year —REFHF HK4.52 centsE{ll HK3.53 centsi& |l
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
= 8 B B R R X

31 December 2017 —~&F—-t4+_H=+—H
-

2017 2016
—B-tHF ZTARF
Notes HK$’000 HK$'000
M 3E TER FET
NON-CURRENT ASSETS FREBEE
Property, plant and equipment ME - WE MK 12 495,154 412,849
Goodwill EES 13 - -
Available-for-sale investments AHEHERE 15 1,115 1,099
Deferred tax asset EERIRE E 24 12,646 -
Prepayments TE IR 19 1,771 -
Total non-current assets ERBEEBLE 510,686 413,948
CURRENT ASSETS REEE
Inventories FE 16 54,744 55,120
Trade receivables H 5 RIR 17 89,887 61,027
Amount due from the Non-controlling FE U FE 1 AR AR SR SRR
Shareholder 18 177,150 168,483
Prepayments, deposits and other FERNRIE - - ZE Rk
receivables E A & IR K 19 214,404 151,800
Tax recoverable AT U [B] 7 18 8 6,958
Cash and bank balances He MIRITHETF 20 69,655 97,931
Total current assets MEBEEHEE 605,848 541,319
CURRENT LIABILITIES nBEE
Trade payables B ZEMNRK 21 158,188 247,162
Other payables, accruals and deposits  E fb EfT IR 5% « FEET
received REREWZRS 22 474,201 372,586
Other borrowings HiEE 23 = 25,813
Tax payable FEAT R 18 = 209
Total current liabilities MBI B EEE 632,389 645,770
NET CURRENT LIABILITIES RBEEFE (26,541) (104,451)
TOTAL ASSETS LESS CURRENT EEABRRBAR
LIABILITIES 484,145 309,497
ANNUAL REPORT 2017 4 83



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
= 8 B B R R X

31 December 2017 —~&—t4#+_H=+—H
I

2017 2016
—E—tF —E—RF
Notes HK$’000 HK$'000
B 5 TER FAT
NON-CURRENT LIABILITIES FRBEE
Other payables and deferred income EhfERIRMGEZEW A 22 8,455 5,057
Other borrowings HibfgE 23 18,188 -
Deferred tax liability EEFIEEE 24 106 _
Convertible bonds Ik E S 29 41,427 36,835
Total non-current liabilities EnBBERTE 68,176 41,892
NET ASSETS BEEFE 415,969 267,605
EQUITY Bz #E
Equity attributable to owners of the parent & 2 5B A &5 % 7%
Share capital 1% 7 25 25,966 24,036
Reserves & 350,902 220,574
376,868 244,610
Non-controlling interests IEPER E = 39,101 22,995
TOTAL EQUITY B 415,969 267,605
Mr. Zhao Xu Guang Mr. Wong Siu Hung, Patrick
X EE BEOEEE
Director Director
3 EZE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 20178 & —F—LAE+ZH=+—HIL4EH

Attributable to owners of the parent

SRAREARE
Issued Share Exchange Capital ~ Convertible Non-
share Share  Contributed Special Other option fluctuation  redemption bonds ~ Accumulated controlling
capital premium surplus reserve reserve reserve reserve reserve reserve losses Total interests Total
Bk RS EXBE  WRRES R
BEARE R EE NG BRIfRA At L L L G ZitBR Eh s @it

HK$'000 HK§'000 HK$'000 HK§'000 HK$'000 HK§'000 HK$000 HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
TiEL TR TER TR TER TR TEL TEL TiERT TR TR TR TER

Notes (note i) (note ii) (note i) (note 29)
Hi GE) (B3t i) (B3t i) (i 29)
At 1 January 2016 RZE-RF
-A-A 452,813 145,361 419,650 18,236 - 4433 93,788 85 829350 (1,962,574) 1,142 10,202 11,344
Profit for the year ERER - - - - - - - - - 56,663 56,663 4718 60,381
Other comprehensive loss ~ AEEEf
for the year EEEE:
Exchange differenceson ~ EOERHEEE
iranslation of foreign JHRER
operation - - - - - - (12,557) - - - (12,567) (1,39) (13,952)
Total comprehensive TER2E
incomef(loss) for the year i/ (E5%8) 8% - - - - - - (12557) - - 55,663 43,106 3323 46429
Conversion of RETERES
convertible bonds 25(a) 49,000 - 230,300 - - - - - (279,300) - - - -
Capital reorganisation ERER Bb)  (491,777) - 4917717 - - - - - - - - - -
Share subscription e 25(c) 14,000 196,000 - - - - - - - - 210,000 - 210,000
Lapsed share options BAMEREE - - - - - (848) - - - 848 - - -
Acquisition of non-controlling & — B B2 A8
interests of a subsidiary FERER - - - - (9,788) - - - - - (9,788) 9470 (318)
Issue of the 2016 B2 RE
Convertible Bonds nERES 2 - - - - - - - - 150 - 150 - 150
At 31 December 2016 RZE-RF
TZA=1-R 24,036 341361 114172 18,236" (9,788)" 3,585 81,231 85" 550,200 (1,906,083)" 244610 22,9% 267,605
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
= e KB am 8 8B X

Year ended 31 December 2017 #& % ~ & —-b4E+ " H =+—H L4
D

Attributable to owners of the parent

SRAREARE
Issued Share  Exchange Capital ~ Convertible Non-
Share Share  Contributed Special Other option  fluctuation  redemption bonds  Accumulated controlling
Capital Premium Surplus reserve reserve reserve reserve reserve reserve losses Total Interests Total
BREE  BRD  RABE  THERES FER

BRRA  RBEE  HABE  HIGRE  RpER e # (i i 268 it B it
HKS000  HKS000  HKSO00  HKS000  HKS000  HKSO00  HKS'000  HKS000  HK$'000 HKS000  HKS000  HKS000  HKS000

Tn Tin T TiEn L TR TR Ti#n Tin TR Ti#n Tin T
Notes (note i) (note ii) (note iii) (note 29)
LiF:3 (i) (3t ii) (Bt i) (I3t 29)

At January 2017 RIZ-tF
-A-8

Profitfor the year FERER
Other comprehensive ~ AEE£#
income for the year: 2EkE:
Exchange differences B £BHE
on translation of ELZHRER

foreign operation

Total comprehensive ~ AEE2ELRESR

income for the year
Conversion of convertible 3 7 {5

bonds 25(d)
Transfer of equity EhEERDHER

component to E2iER

accumulated losses

upon extinguishment 29
Extinguishment of the ~ BEKZ-F-A%

2016 Convertible Bonds ~ FI AR E% 2
Recognition of the 2017 BEZZ-F-+%

Convertible Bonds ABRES 2
Lepsed share options ~~ BAKZEREE 2
Acquisition of hE-BHEARS

non-controling interest ~ FEEHER

of a subsidiary

At 31 December 2017 H=F—+%
tzA=+-8
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*

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

= & & @

Year ended 31 December 2017#&%E —F—-L4E+ 1 =+— HIL4ERE

These reserve accounts comprise the consolidated reserves of
HK$350,902,000 as at 31 December 2017 (2016: HK$220,574,000) in the
consolidated statement of financial position.

Notes:

(i)

(i)

(iii)

The contributed surplus represents the excess of the value of shares
converted upon conversion of the 2008 Convertible Bonds (as defined in
note 29 to the financial statements) over the nominal amount of the ordinary
shares issued pursuant to section 40(1) of the Bermuda Companies Act
1981 and the credit arising from the capital reorganisation.

The special reserve represents the difference between the nominal value of
the shares of the subsidiaries at the date when the shares were acquired
by the Company and the nominal amount of the Company’s shares issued
for the acquisition.

The other reserve represents the difference between the fair value of

the consideration paid and the relevant share of carrying value of the
subsidiary’s net assets acquired from the non-controlling interest.

ANNUAL REPORT 2017 4 it
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R-Z—+F+-F=+—8 UERHBERES
EZ A PSRN R 2 76 F#350,902,0008 7T
(ZZ—7X% : 220,574,000/ 7T) °

BEARE-AN—FRADESEI0MNE  HA
BHEABR_ZTNFABRERES (EERHH
WERMFT2) BB ZBROHEEBLCHTER
REEsZRIEABEEE 2 #IK -

BhIRERENBLANRARTUERNE R 2K
PHEEARNTREBETZROEBEZZE -

HiofEmEEIRELAEED G RIHE R ES
KEMBAREEFERTEARNACBEZE
B o
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CONSOLIDATED STATEMENT OF CASH FLOWS
= a8 B 2 R B X

Year ended 31 December 2017 #& % — & —-L4E+ =+ — H IL4E ¥
I

3838

2017 2016
—E—+tF —E-RF
Notes HK$°000 HK$'000
B E THER FAT
CASH FLOWS FROM OPERATING RELEEB2REME
ACTIVITIES
Profit before tax I i A& A 126,659 68,925
Adjustments for: FHEE
Finance costs B %5 & A 8,015 1,582
Interest income FEWA 5 (21) (4)
Depreciation e 6 46,464 60,277
Reversal of impairment on items of ME - WEREEEE
property, plant and equipment B 6 (84,977) -
Write-back of inventories provision B oFEEE 6 (3,654) -
Impairment of trade receivables, net B 5 EYIRTORE - FE 6 411 5,184
Impairment/(reversal of impairment) B RERE
of prepayments, net (REER) ¥ 6 (6,112) 11,797
Gain on disposal of items of property, HEVME HEX
plant and equipment JEEE 2 W 6 (658) (12)
Gain on debt restructuring EREE 7 B 5 (8,801) (23,937)
Loss/(gain) arising from amendment to B AR EHFEL
convertible bonds &R/ (W) 5 188 (2,303)
77,514 121,509
Decrease/(increase) in inventories FERL,/(Em) 6,737 (29,467)
Increase in trade receivables B 5 e YR L A0 (25,523) (21,438)
Increase in prepayments, BRNRE - Bk
deposits and other receivables H b JFE IR 138 A0 (7,136) (38,461)
Increase in an amount due from the JE U SE 328 B% A% 3R TR IB L f
Non-controlling Shareholder (140) (90,295)
Increase in available-for-sale investments a] ft H & & & & 41 (16) -
Increase/(decrease) in trade payables B S EMETIE N, G ) (46,697) 44,445
Increase in other payables, accruals and HfhER IR - FEEHRIE -
deposits received and deferred income B UiE 4 FIETE WAL N 95,477 35,798
100,216 22,091
Cash generated from operations EEAREER RS
Interest paid BAFIE (2,129) -
Hong Kong profits tax paid BNEENEH (56) -
NET CASH FLOWS FROM OPERATING HARKL%(KrBEERE
ACTIVITIES R 98,031 22,091
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CONSOLIDATED STATEMENT OF CASH FLOWS
e R 2 ”R B %
Year ended 31 December 2017 &£ —F—LHFE+ZH=+—HILEE
-

2017 2016
—E—+F ZE-RF
Notes HK$°000 HK$'000
Bt E FTEx THET
CASH FLOWS FROM INVESTING REREXEB 2 RERE
ACTIVITIES
Purchases of items of property, plant and BEY% - BENKREEE
equipment (21,457) (14,416)
Net proceeds from disposal of items HEWME  HFEKZEER
of property, plant and equipment TS HIAF5E - 18
Acquisition of non-controlling interest U BB IR IR R (5) -
Increase in other receivables JE M 1 R AR 3R 2 E At FE LK
due from the Non-controlling 1R BRI A0
Shareholder (104,863) (22,457)
Interest received B FE 21 4
NET CASH FLOWS USED IN INVESTING HBERIERELBrBEeRE
ACTIVITIES HE (126,304) (36,851)
CASH FLOWS FROM FINANCING REREXBZHERE
ACTIVITIES
Proceeds from issue shares BT < T8 508 25 - 210,000
New other borrowings %ﬁia HtEE - 21,387
Repayment of deposits received BEEWZs = (120,000)
NET CASH FLOWS FROM FINANCING  E4BRE%%K
ACTIVITIES RengFd = 111,387
NET INCREASE/(DECREASE) IN CASH B4 RIREZEWEM/
AND CASH EQUIVALENTS CRd) 8 (28,273) 96,627
Cash and cash equivalents at the FHzBReRREeEED
beginning of the year 97,931 1,439
Effect of foreign currency rate changes, EXEg 22 . 51
net (3) (135)
Cash and cash equivalents at FR2EGRACEED
the end of the year 69,655 97,931
ANALYSIS OF THE BALANCES OF ReRAIEML
CASH AND CASH EQUIVALENTS EEOW
Cash and bank balances Be MBETETT 20 69,655 97,931
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NOTES TO FINANCIAL STATEMENTS
M B O® XK M

31 December 2017 —~&—t4#+_H=+—H
I

CORPORATE AND GROUP INFORMATION 1. RAAREEEH

Huscoke Resources Holdings Limited (the “Company”) was MEBRERARAB ([ARE])RER
incorporated in Bermuda as an exempted company with limited EAMK L AERGERAR  ERHESR
liability and its shares are listed on The Stock Exchange of Hong BEMARSGHMBERAR ([BRFT]) e
Kong Limited (the “Stock Exchange”). The registered office and RNBEBHR M EERTES ¥
principal place of business at the end of the reporting period R EBCESEERHETRLEIE23
is located at Room 2301, 23/F, Tower One, Lippo Centre, 89 12301% »

Queensway, Admiralty, Hong Kong.

During the year, the Company and its subsidiaries (collectively, the RAEE  ARBIREMBAR (KE[A
“Group”) were involved in the following activities: SED S RIATER
- coal-related ancillary business; - HERIAERENEER
- coke production business; and - HEREEEB: R
- coke trading business. - BRESHESK-
Information about subsidiaries ERMBARIZER
Particulars of the Company’s principal subsidiaries are as follows: KRBT EMBARIZERBTT
Place of Issued
incorporation/ ordinary/ Percentage of
registration and registered equity attributable
Name business share capital to the Company Principal activities
A ERTEBER/ ADEEERE
=L B E-—ES R A Bl TEXH
Direct Indirect
B el 5
Rich Key Enterprises Limited*  British Virgin US$1 100% - Investment holding
Islands/
Hong Kong
EECEBERRAA EERLES /BB 1E7T REER
Pride Eagle Investments Limited* British Virgin US$1 - 100%  Investment holding
Islands/Hong
Kong
HERERR AR EBELHE /BB 17T REER
Huscoke International Hong Kong/ HK$10,000 - 100%  Trading of coke
Group Limited (“HIG") Hong Kong
MEEREEERRA BB/ BE 10,000/ 7T BEERX

([AEEE])
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NOTES TO FINANCIAL STATEMENTS
M B O® R KB

31 December 2017 —~&F—-t4+_H=+—H
-

1. CORPORATE AND GROUP INFORMATION (continued) 1.
Information about subsidiaries (continued)
Particulars of the Company’s principal subsidiaries are

RAREEER (&)
RFEMBARCEN (&)
AABEEMBRAZFHBNOT : (&)

as follows: (continued)

Place of Issued
incorporation/ ordinary/ Percentage of
registration and registered equity attributable

Name business share capital  to the Company Principal activities
ML, ERTEBR ADREERE
=1 B E-—E3 TN Bk TEEXH
Direct Indirect
Hi &
Herong Resources Limited Hong Kong/ HK$10,000 - 100%  Trading of coke
(“Herong”)** Hong Kong
MRERERRAR (M) &/ 88 10,0007 7T BEEKX
Ocean Signal Limited Hong Kong/ HK$10,000 - 100%  Assets holding
Hong Kong
BHERADR BB/ BE 10,0007 7T BERE
Joy Wisdom International British Virgin US$1 - 100%  Investment holding
Limited* Islands/
Hong Kong
BHEBRARAF EERUES /B IE REEK
Huscoke International Hong Kong/ HK$1 - 100%  Investment holding
Investment Limited Hong Kong
MEBRREERLQA BER/ B 18T REEKR
A4S EMNZERERAD A People’s Republic  HK$715,000,000¢ - 90%*  Coal-related
("“&EMRE") (note i) of China ancillary
(the “PRC")/ business; coke
Mainland China production and
coke trading
Wi aNEERERAF hEARLRME 715,000,000 T PR AR B 2T
(Teafz]) (M) (reEn,/ EREENEER
B A 3t ®
Wealth Guardian Holdings British Virgin US$1 100% - Investment holding
Limited® Islands/
Hong Kong
EHERAERAE BERUES /BB 17T REZEK
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NOTES TO FINANCIAL STATEMENTS
M B O® XK M

31 December 2017 —~&—t4#+_H=+—H
I

CORPORATE AND GROUP INFORMATION (continued) 1. QaAR&EEER(E)

Information about subsidiaries (continued)
Particulars of the Company’s principal subsidiaries are

as follows: (continued)

RFEMBARCEN (&)
AABEEMBRAZFHBNOT : (&)

Place of Issued
incorporation/ ordinary/ Percentage of
registration and registered equity attributable
Name business share capital to the Company Principal activities
M, EROTEBEER, ARAEERE
=L AR B AEfRA Bk TEXER
Direct Indirect
B e
Good Guardian Investments British Virgin US$1 - 100%  Investment holding
Limited® Islands/
Hong Kong
EHRERRAR EERLES /B IE REER
Fruitful International Investments Hong Kong/ US$1 - 100%  Investments
Limited® Hong Kong
ELERREFRDA BB/ EBE E KE

*

*x

The statutory financial statements of these subsidiaries are not
audited by Ernst & Young, Hong Kong or another member firm of the
Ernst & Young global network.

During the year ended 31 December 2017, the Group acquired
additional 49% equity interests of Herong with a cash consideration
of HK$4,900. After the acquisition, Herong became a wholly owned
subsidiary of the Group.

During the year ended 31 December 2016, the registered capital of
& EMzwas reduced from HK$900,000,000 to HK$715,000,000. The
Group acquired a 2.6% equity interest in& & M3zfrom non-controlling
shareholders. The Group’s ownership interest in the subsidiary was
changed from 87.4% to 90% which is the same as its profit sharing
ratio.

The companies were incorporated during the year ended 31
December 2017.

*k

ZEMBLRZAERBRRLIFAES
RXBE N EBARLKGAMELRHRZ
HBRKE ARRE

REBEE-Z—tF+-_A=Z+—HILF
- AEERENE 2 BIM0%E  F
RIBER(E4900%8 7T - WEETE - TR
KAEAEBz2EWBAF -

RBEE-Z—AF+-_A=+—HLHF
[ & & M5 2 74 4 ER900,000,000/
JUM A ZE715,000,0008 7T © AEE EIEE
BRFEMESEME22.6%MKE - AEE
RINBAR 2 BB EESHE7.4% EF A
90% ' HEGF D E L EERF o

ZARRBE_T—LF+-A=1+—H
I FEEMAL o
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2.1

NOTES TO FINANCIAL STATEMENTS
M B O® R KB

31 December 2017 —~&F—-t4+_H=+—H
-

CORPORATE AND GROUP INFORMATION (continued)
Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are

as follows: (continued)

Note:

(i)  #&&M3E is a Sino-foreign equity joint venture company established in
the People’s Republic of China.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results for the year
and formed a substantial portion of the net assets of the Group.
To give details of other subsidiaries would, in the opinion of the
directors, result in particulars of excessive length.

BASIS OF PRESENTATION

As at 31 December 2017, the Group recorded net current
liabilities of HK$26,541,000 as at 31 December 2017 (2016:
HK$104,451,000) and consolidated accumulated losses of
HK$1,787,307,000 (2016: HK$1,906,063,000). The Group also
recorded a consolidated net profit of HK$131,913,000 (2016:
HK$60,381,000) which included a reversal of impairment on items
of property, plant and equipment of HK$84,977,000 (2016: Nil).

In view of these circumstances, the directors of the Company have
given consideration to the future liquidity and performance of the
Group and its available sources of finance in assessing whether
the Group will have sufficient financial resources to continue as a
going concern.

In order to improve the Group’s liquidity and cash flows for the
Group to sustain as a going concern, the Group has taken the
following measures during the year ended 31 December 2017 and
subsequent to the year end:

(a) On 22 December 2017, the Group entered into an amendment
agreement with Kailuan (Hong Kong) International Co.,
Limited (“Kailuan”) to extend the maturity date of the 2016
Convertible Bonds (as defined in note 29) to 31 August
2019. Further details are set out in note 29 to the financial
statements.

ANNUAL REPORT 2017 4 #it
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FRINHEZRRUFAREREATE
FEAEEREEFERRILD 2 AR AN
BRA -EERR JIHEMHBARZ
AEReTABREBN TR

\ZE—+F+-A=+—B X%£HE
%ﬁ@%ﬁﬁﬁwﬁmpm%mb_;

-104451oom%5i) %%9/\+
J%%a178730700@%7c( T—RNEF:
1,906,063,0007% L) - REE N EEE
& FF 131,913,000 T (Z T — K F
60,381,000 7T) * EFEENE - BER
RHETEE R E R 84,977,000 L (=&
—NEFE)

ERAREBR ARREENFEHFAEER
CRARRZMBERETHBERLER
EZEAGERRRBDESRRRENRA
AISRERIR -

AREAEBEZRDESRASGRESA
SEURHELYE  AEBERHEZT—t
F+ZA=T—BLEFERFRERIUA
T

(a) RZE—+tF+ZA=Z+=H £&
EEFAR () BEARA R ([H
BDAISERTRE  WERZZ—X
iT@h&%&m%ﬁWE%ﬁZﬂ%
AE-Z—-NENA=+—H-5H
A BN B REME29 o
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NOTES TO FINANCIAL STATEMENTS
M B O® XK M

31 December 2017 —~&—t4#+_H=+—H
I

2.1 BASIS OF PRESENTATION (continued) 21 EREE(E)

(b) During the year ended 31 December 2017, the Group by B=2=_ZF—+F+=-A=+—81
secured agreements with lenders of other borrowings and FE O AEFEHMEEZETAR
certain creditors to waive borrowings and payables with a FTERATLHGZ UHERE
total amount of HK$7,132,000, comprising the loan principal 7,132,000% T 2 & B R BT IR %
of HK$6,000,000 and accrued interests of HK$632,000 and B35 B 3K 4 586,000,000 7T M fE
other payable of HK$500,000. One of the lenders has agreed =T F 8,632,000 7T M H ftb FE A 1R X
to waive the interest charged on the loan balance from 1 500,000/ 7T - EF—2ERAERE
January 2017. BRE_2—tF—A—HEBZEX

EAFEA S o
During the year ended 31 December 2017, the Group also BE_T—tETA=T—RHIF
secured agreements with the lenders of other borrowings of a B NEEBHEAKNS 519,813,000/
principal amount of HK$19,813,000 to extend the repayment T EMBEERA LRE - A
date from 30 June 2017 to 31 August 2019. EBNBEHHE-_Z—+tFA=THE
REZZE-NENA=1+—H8-

(c) Management has used its best endeavor to improve the (c) BERECRHEMENELAEECLE
Group’s operating performance to attain positive operating KR - UEFTHZERST - RA
cash flows. The Group’s operation has been recovering in FE - ARPREXRTISE KA N
light of an improved market demand for coke production in E AEELECREME -HEZ
the PRC during the year. A gross profit of HK$212,983,000 —tF+-A=Z+-BLEEFE &
(2016: HK$134,415,000) was recorded for the year ended SE 5 EF212,983,0008 L (= F
31 December 2017. The Group continued to generate net — 7 1 134,415,000 7T) - NEE
cash inflows from its operations during the year ended 31 BERNEE_ZE—+tF+_A=1+—
December 2017. The directors of the Company believe that BEFERNBLEEELARERAF
the recovery momentum will continue and the operation B ARRIESHEERZEBEERE
will contribute positive cash inflows to the Group in the B MEBBRARRRARERTS
foreseeable future. REFRERE o

(d) On 6 March 2018, the Group and the Non-controlling (d) RZE-NF=ZARA AEEH
Shareholder (as defined in note 3) entered into repayment LR R (EE RW3)FI &R
and asset pledge agreements, pursuant to which the MEELGH M B FERER
Non-controlling Shareholder commits to repay the ARENR _E-N\ENAFERBE
balances due to the Group (being outstanding trade and HBEEREEN _T—tF+=
other receivables) in the amount of RMB282,489,000 A=+—B&ERAEB 2 &% (K
(HK$333,535,000) as at 31 December 2017, after its new EEESNAEMERIIKRZ) AR
coking plant commences operation in August 2018, and that 282,489,0007T (333,535,000/ 7T)
the entire amount will be settled within 12 months. Further E2HLBEEM2EARNEE - BHE
details are set out in note 18 to these financial statements. —SHBHNM B REMT8

After taking into account the above measures, the directors Bk bdEgE  ARAREZRAREE

of the Company consider that the Group will have sufficient

working capital to finance its operations and to meet its financial

obligations as and when they fall due, and accordingly, are

satisfied that it is appropriate to prepare the financial statements
on a going concern basis.

KAERREEEABNAZEY EITHH

ZHBE

E - Hlt REERHBHRRER

SEEERERLEAE -
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2.1

2.2

NOTES TO FINANCIAL STATEMENTS

M B ® R MW

EEd

31 December 2017 —~&F—-t4+_H=+—H
-

BASIS OF PRESENTATION (continued)

Should the Group be unable to continue as a going concern,
adjustments would have to be made to write down the value of
assets to their recoverable amounts and to provide for any further
liabilities which might arise. The effect of these adjustments has
not been reflected in the consolidated financial statements.

BASIS OF PREPARATION

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”)
(which include all Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (“HKASs”) and Interpretations)
issued by the Hong Kong Institute of Certified Public Accountants,
accounting principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies Ordinance.
They have been prepared under the historical cost convention,
except for available-for-sale investments which have been
measured at fair value as further explained in note 2.5 to the
financial statements. These financial statements are presented
in Hong Kong dollars (“HK$”) and all values are rounded to the
nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December 2017.
A subsidiary is an entity (including a structured entity), directly or
indirectly, 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:

(a) the contractual arrangement with the other vote holders of the
investee;

(b) rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.
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BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

The financial statements of the 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 parent of the Group and to the
non-controlling interests, even if this results in the non-controlling
interests having a deficit balance. All intra-group assets and
liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in full
on consolidation.

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 above. A change in
the ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(ii) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii) the
fair value of any investment retained and (iii) any resulting surplus
or deficit in profit or loss. The Group’s share of components
previously recognised in other comprehensive income is
reclassified to profit or loss 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.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
The Group has adopted the following revised HKFRSs for the first
time for the current year’s financial statements.

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets
for Unrealised Losses

Amendments to HKFRS
12 included in Annual

Disclosure of Interests in Other
Entities: Clarification of the
Improvements to HKFRSs Scope of HKFRS 12

2014-2016 Cycle
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2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
(continued)
None of the above amendments to HKFRSs has had a significant

financial effect on these financial statements. Disclosure has been

made in note 35 to the financial statements upon the adoption

of amendments to HKAS 7, which require an entity to provide

disclosures that enable users of financial statements to evaluate

changes in liabilities arising from financing activities, including

both changes arising from cash flows and non-cash changes.

The nature and the impact of the amendments are described

below:

(a)

Amendments to HKAS 7 require an entity to provide
disclosures that enable users of financial statements to
evaluate changes in liabilities arising from financing activities,
including both changes arising from cash flows and non-cash
changes. Disclosure of the changes in liabilities arising from
financing activities is provided in note 35 to the financial
statements.

Amendments to HKAS 12 clarify that an entity, when
assessing whether taxable profits will be available against
which it can utilise a deductible temporary difference,
needs to consider whether tax law restricts the sources
of taxable profits against which it may make deductions
on the reversal of that deductible temporary difference.
Furthermore, the amendments provide guidance on how an
entity should determine future taxable profits and explain
the circumstances in which taxable profit may include the
recovery of some assets for more than their carrying amount.
The amendments have had no impact on the financial position
or performance of the Group as the Group has no deductible
temporary differences or assets that are in the scope of the
amendments.

Amendments to HKFRS 12 clarify that the disclosure
requirements in HKFRS 12, other than those disclosure
requirements in paragraphs B10 to B16 of HKFRS 12, apply
to an entity’s interest in a subsidiary, a joint venture or an
associate, or a portion of its interest in a joint venture or an
associate that is classified as held for sale or included in a
disposal group classified as held for sale. The amendments
have had no impact on the Group’s financial statements as no
subsidiaries in the Group are classified as a disposal group
held for sale as at 31 December 2017.
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REPORTING STANDARDS
The Group has not applied the following new and revised HKFRSs,
that have been issued but are not yet effective, in these financial

statements.

Amendments to
HKFRS 2

Amendments to
HKFRS 4

Amendments to
HKFRS 9

Amendments to
HKFRS 10 and
HKAS 28 (2011)

Amendments to
HKFRS 15

Amendments to
HKAS 28
Amendments to
HKAS 40
HKFRS 9
HKFRS 15
HKFRS 16
HKFRS 17
HK(IFRIC)-Int 22

HK(IFRIC)-Int 23

Annual Improvements
2014-2016 Cycle

Annual Improvements
2015-2017 Cycle

Classification and Measurement of
Share-based Payment Transactions’
Applying HKFRS 9 Financial Instruments

with HKFRS 4
Insurance Contracts'

Prepayment Features with
Negative Compensation?

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

Clarifications to HKFRS 15 Revenue from
Contracts with Customers’

Long-term interests in Associates and
Joint Ventures?
Transfers of Investment Property!

Financial Instruments’
Revenue from Contracts with Customers’

Leases?

Insurance Contracts®

Foreign Currency Transactions and
Advance Consideration’
Uncertainty over Income
Tax Treatments?
Amendments to HKFRS
1 and HKAS 28!

Amendments to HKFRS 3, HKFRS 11,
HKAS 12 and HKAS 23?
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REPORTING STANDARDS (continued)

! Effective for annual periods beginning on or after 1 January 2018
2 Effective for annual periods beginning on or after 1 January 2019
8 Effective for annual periods beginning on or after 1 January 2021

¢ No mandatory effective date yet determined but available for
adoption

Further information about those HKFRSs that are expected to be
applicable to the Group for the year ending 31 December 2018 is
described below. Of those standards, HKFRS 9 and HKFRS 15 will
be applicable for the Group’s financial year ending 31 December
2018. Whilst management has performed an assessment of the
estimated impact of these standards, that assessment is based on
the information currently available to the Group. The actual impacts
upon adoption could be different to those below, depending on
additional reasonable and supportable information being made
available to the Group at the time of applying the standards.

In September 2014, the HKICPA issued the final version of HKFRS
9, bringing together all phases of the financial instruments project
to replace HKAS 39 and all previous versions of HKFRS 9. The
standard introduces new requirements for classification and
measurement, impairment and hedge accounting. The Group
will adopt HKFRS 9 from 1 January 2018. The Group will not
restate comparative information and will recognise any transition
adjustments against the opening balance of equity at 1 January
2018. During 2017, the Group has performed an assessment of
the impact of the adoption of HKFRS 9. The expected impacts
relate to the classification and measurement and the impairment
requirements and are summarised as follows:
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REPORTING STANDARDS (continued)

(a)

(b)

Classification and measurement

The Group does not expect that the adoption of HKFRS
9 will have a significant impact on the classification and
measurement of its financial assets. It expects to continue
measuring at fair value all financial assets currently held
at fair value. Equity investments currently held as available
for sale will be measured at fair value through other
comprehensive income as the investments are intended to
be held for the foreseeable future and the Group expects
to apply the option to present fair value changes in other
comprehensive income. Gains and losses recorded in other
comprehensive income for the equity investments cannot
be recycled to profit or loss when the investments are
derecognised.

Impairment

HKFRS 9 requires an impairment on debt instruments
recorded at amortised cost or at fair value through other
comprehensive income, lease receivables, loan commitments
and financial guarantee contracts that are not accounted
for at fair value through profit or loss under HKFRS 9, to be
recorded based on an expected credit loss model either
on a twelve-month basis or a lifetime basis. The Group will
apply the simplified approach and record lifetime expected
losses that are estimated based on the present values of
all cash shortfalls over the remaining life of all of its trade
receivables. Furthermore, the Group will apply the general
approach and record twelve-month expected credit losses
that are estimated based on the possible default events on its
other receivables within the next twelve months. The Group
expects that the provision for impairment will be slightly
increased upon the initial adoption of the standard.

(a)

(b)
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2.4

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

HKFRS 15, issued in July 2014, establishes a new five-step
model to account for revenue arising from contracts with
customers. Under HKFRS 15, revenue is recognised at an amount
that reflects the consideration to which an entity expects to
be entitled in exchange for transferring goods or services to a
customer. The principles in HKFRS 15 provide a more structured
approach for measuring and recognising revenue. The standard
also introduces extensive qualitative and quantitative disclosure
requirements, including disaggregation of total revenue,
information about performance obligations, changes in contract
asset and liability account balances between periods and key
judgements and estimates. The standard will supersede all current
revenue recognition requirements under HKFRSs. Either a full
retrospective application or a modified retrospective adoption is
required on the initial application of the standard. In June 2016,
the HKICPA issued amendments to HKFRS 15 to address the
implementation issues on identifying performance obligations,
application guidance on principal versus agent and licences of
intellectual property, and transition. The amendments are also
intended to help ensure a more consistent application when
entities adopt HKFRS 15 and decrease the cost and complexity
of applying the standard. The Group will adopt HKFRS15 from
1 January 2018 and plans to adopt the transitional provisions in
HKFRS15 to recognise the cumulative effect of initial adoption
as an adjustment to the opening balance at 1 January 2018. In
addition, the Group plans to apply the new requirements only
to contracts that are not completed before 1 January 2018. The
Group has assessed the impact of this standard and does not
anticipate that the application of HKFRS 15 will have a material
impact on the consolidated financial statements.

Presentation and disclosure

The presentation and disclosure requirements in HKFRS 15
are more detailed than those under the current HKAS 18. The
presentation requirements represent a significant change from
current practice and will significantly increase the volume of
disclosures required in the Group’s financial statements. Many of
the disclosure requirements in HKFRS 15 are new. In particular,
as required by HKFRS 15, the Group will disaggregate revenue
recognised from contracts with customers into categories that
depict how the nature, amount, timing and uncertainty of revenue
and cash flows are affected by economic factors. It will also
disclose information about the relationship between the disclosure
of disaggregated revenue and revenue information disclosed for
each reportable segment.
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ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Other than as further explained above regarding the impact of
HKFRS 9 and HKFRS 15, the Group is also in the process of
making an assessment of the impact of the other new and revised
HKFRSs upon initial application but is not yet in a position to state
whether those new and revised HKFRSs would have any significant
impact on its results of operations and financial position.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Business combinations 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.

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 recognised in profit or loss.

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 profit or
loss. Contingent consideration that is classified as equity is not
remeasured and subsequent settlement is accounted for within

equity.

2.4
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 25 FESTHHRME(E)

(continued)

Business combinations and goodwill (continued)

Goodwill is initially measured at cost, being the excess of the
aggregate of the consideration transferred, the amount recognised
for non-controlling interests and any fair value of the Group’s
previously held equity interests in the acquiree over the identifiable
net assets acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair value of the net
assets acquired, the difference is, after reassessment, recognised
in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired.
The Group performs its annual impairment test of goodwill as at
31 December. For the purpose of impairment testing, goodwill
acquired in a business combination is, from the acquisition date,
allocated to each of the Group’s cash-generating units, or groups
of cash-generating units, that are expected to benefit from the
synergies of the combination, irrespective of whether other assets
or liabilities of the Group are assigned to those units or groups of
units.

Impairment is determined by assessing the recoverable amount
of the cash-generating unit (group of cash-generating units) to
which the goodwill relates. Where the recoverable amount of the
cash-generating unit (group of cash-generating units) is less
than the carrying amount, an impairment loss is recognised.
An impairment loss recognised for goodwill is not reversed in a
subsequent period.

Where goodwill has been allocated to a cash-generating unit (or
group of cash-generating units) and part of the operation within
that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation
when determining the gain or loss on the disposal. Goodwill
disposed of in these circumstances is measured based on the
relative value of the operation disposed of and the portion of the
cash-generating unit retained.
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(continued)

Fair value measurement

The Group measures its equity investments at fair value at the
end of each reporting period. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.
The fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place
either in the principal market for the asset or liability, or in the
absence of a principal market, in the most advantageous market
for the asset or liability. The principal or the most advantageous
market must be accessible by the Group. The fair value of an
asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming
that market participants act in their economic best interest.

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

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorised within the fair
value hierarchy, described as follows, based on the lowest level
input that is significant to the fair value measurement as a whole:
Level 1 - based on quoted prices (unadjusted)
in active markets for identical assets or
liabilities

Level 2 - based on valuation techniques for which the
lowest level input that is significant to the
fair value measurement is observable, either
directly or indirectly

Level 3 - based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 25 FTESHBEME(£)

(continued)

Fair value measurement (continued)

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of
each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories
and financial assets), the asset’s recoverable amount is estimated.
An asset’s recoverable amount is the higher of the asset’'s or
cash-generating unit's value in use and its fair value less costs
of disposal, and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent
of those from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating unit to
which the asset belongs.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. In assessing value in use,
the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to
the asset. An impairment loss is charged to profit or loss in the
period in which it arises in those expense categories consistent
with the function of the impaired asset.

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. A
reversal of such an impairment loss is credited to profit or loss in
the period in which it arises.
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(continued)

Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost less accumulated
depreciation and any impairment losses. The cost of an item of
property, plant and equipment comprises its purchase price and
any directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance,
is normally charged to profit or loss in the period in which it is
incurred. In situations where the recognition criteria are satisfied,
the expenditure for a major inspection is capitalised in the carrying
amount of the asset as a replacement. Where significant parts
of property, plant and equipment are required to be replaced at
intervals, the Group recognises such parts as individual assets
with specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the

cost of each item of property, plant and equipment to its residual

value over its estimated useful life. The principal annual rates used

for this purpose are as follows:

Leasehold land under Over the lease terms

finance leases

Buildings Over the shorter of the term
of the lease of the land
and 50 years

Leasehold improvement Over the lease terms

Furnaces and infrastructure 25 years
Plant and machinery 8 years
Computer equipment 5 years
Furniture and fixtures 5 years
Motor vehicles 5 years

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at least at each
financial year end.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 25 FTESHBEME(£)

(continued)

Property, plant and equipment and depreciation (continued)

An item of property, plant and equipment including any significant
part initially recognised is derecognised upon disposal or when
no future economic benefits are expected from its use or disposal.
Any gain or loss on disposal or retirement recognised in profit
or loss in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount of the
relevant asset.

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as loans
and receivables and available-for-sale financial investments,
as appropriate. When financial assets are recognised initially,
they are measured at fair value plus transaction costs that are
attributable to the acquisition of the financial assets.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends on their
classification as follows:

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. After initial measurement, such assets are subsequently
measured at amortised cost using the effective interest rate
method less any allowance for impairment. Amortised cost is
calculated by taking into account any discount or premium on
acquisition and includes fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation
is included in other income and gains in profit or loss. The loss
arising from impairment is recognised in profit or loss in finance
costs for loans and in other operating expenses for receivables.
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(continued)

Investments and other financial assets (continued)
Available-for-sale financial investments

Available-for-sale financial investments are non-derivative
financial assets in listed and unlisted equity investments and
debt securities. Equity investments classified as available for
sale are those which are neither classified as held for trading nor
designated as at fair value through profit or loss. Debt securities
in this category are those which are intended to be held for an
indefinite period of time and which may be sold in response to
needs for liquidity or in response to changes in market conditions.

After initial recognition, available-for-sale financial investments
are subsequently measured at fair value, with unrealised
gains or losses recognised as other comprehensive income in
the available-for-sale investment revaluation reserve until the
investment is derecognised, at which time the cumulative gain
or loss is recognised in profit or loss in other income, or until the
investment is determined to be impaired, when the cumulative
gain or loss is reclassified from the available-for-sale investment
revaluation reserve to profit or loss in other gains or losses. Interest
earned whilst holding the available-for-sale financial investments
are reported as interest income and is recognised in profit or
loss as other income in accordance with the policies set out for
“Revenue recognition” below.

When the fair value of unlisted equity investments cannot be
reliably measured because (a) the variability in the range of
reasonable fair value estimates is significant for that investment
or (b) the probabilities of the various estimates within the range
cannot be reasonably assessed and used in estimating fair value,
such investments are stated at cost less any impairment losses.

The Group evaluates whether the ability and intention to sell
its available-for-sale financial assets in the near term are still
appropriate. When, in rare circumstances, the Group is unable to
trade these financial assets due to inactive markets, the Group
may elect to reclassify these financial assets if management has
the ability and intention to hold the assets for the foreseeable
future or until maturity.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Investments and other financial assets (continued)
Available-for-sale financial investments (continued)

For a financial asset reclassified from the available-for-sale
category, the fair value carrying amount at the date of
reclassification becomes its new amortised cost and any previous
gain or loss on that asset that has been recognised in equity is
amortised to profit or loss over the remaining life of the investment
using the effective interest rate. Any difference between the new
amortised cost and the maturity amount is also amortised over the
remaining life of the asset using the effective interest rate. If the
asset is subsequently determined to be impaired, then the amount
recorded in equity is reclassified to profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated

statement of financial position) when:

. the rights to receive cash flows from the asset have expired;
or

e the Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under
a “pass-through” arrangement; and either (a) the Group
has transferred substantially all the risks and rewards of the
asset, or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement, it
evaluates if and to what extent it has retained the risk and rewards
of ownership of the asset. When it has neither transferred nor
retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues to recognise
the transferred asset to the extent of the Group’s continuing
involvement in the asset. In that case, the Group also recognises
an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and
obligations that the Group has retained.
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(continued)

Derecognition of financial assets (continued)

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that
the Group could be required to repay.

Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is objective evidence that a financial asset or a group of
financial assets is impaired. An impairment exists if one or more
events that occurred after the initial recognition of the asset have
an impact on the estimated future cash flows of the financial asset
or the group of financial assets that can be reliably estimated.
Evidence of impairment may include indications that a debtor or
a group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is a
measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate with
defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses whether impairment exists individually for financial assets
that are individually significant, or collectively for financial assets
that are not individually significant. If the Group determines that
no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for which
an impairment loss is, or continues to be, recognised are not
included in a collective assessment of impairment.

The amount of any impairment loss identified is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit
losses that have not yet been incurred). The present value of the
estimated future cash flows is discounted at the financial asset’s
original effective interest rate (i.e., the effective interest rate
computed at initial recognition).
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment of financial assets (continued)

Financial assets carried at amortised cost (continued)

The carrying amount of the asset is reduced through the use
of an allowance account and the loss is recognised in profit or
loss. Interest income continues to be accrued on the reduced
carrying amount and using the rate of interest used to discount
the future cash flows for the purpose of measuring the impairment
loss. Loans and receivables together with any associated
allowance are written off when there is no realistic prospect of
future recovery and all collateral has been realised or has been
transferred to the Group.

If, in a subsequent period, the amount of the estimated impairment
loss increases or decreases because of an event occurring
after the impairment was recognised, the previously recognised
impairment loss is increased or reduced by adjusting the
allowance account. If a write-off is later recovered, the recovery is
credited to other expenses in profit or loss.

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses
at the end of each reporting period whether there is objective
evidence that an investment or a group of investments is impaired.

If an available-for-sale asset is impaired, an amount comprising
the difference between its cost (net of any principal payment and
amortisation) and its current fair value, less any impairment loss
previously recognised in profit or loss, is removed from other
comprehensive income and recognised in profit or loss.

In the case of equity investments classified as available
for sale, objective evidence would include a significant or
prolonged decline in the fair value of an investment below its
cost. “Significant” is evaluated against the original cost of the
investment and “prolonged” against the period in which the fair
value has been below its original cost. Where there is evidence
of impairment, the cumulative loss — measured as the difference
between the acquisition cost and the current fair value, less
any impairment loss on that investment previously recognised
in profit or loss is removed from other comprehensive income
and recognised in profit or loss. Impairment losses on equity
instruments classified as available for sale are not reversed
through profit or loss. Increases in their fair value after impairment
are recognised directly in other comprehensive income.
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(continued)

Impairment of financial assets (continued)

Available-for-sale financial investments (continued)

The determination of what is “significant” or “prolonged” requires
judgement. In making this judgement, the Group evaluates, among
other factors, the duration or extent to which the fair value of an
investment is less than its cost.

Assets carried at cost

If there is objective evidence that an impairment loss has been
incurred on an unquoted equity instrument that is not carried at
fair value because its fair value cannot be reliably measured, the
amount of the loss is measured as the difference between the
asset’s carrying amount and the present value of estimated future
cash flows discounted at the current market rate of return for a
similar financial asset. Impairment losses on these assets are not
reversed.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition loans and
borrowings.

All financial liabilities are recognised initially at fair value and,
in the case of loans and borrowings, net of directly attributable
transaction costs.

The Group’s financial liabilities include trade payables, other
payables, accruals, other borrowings and convertible bonds.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 25 FESTHHRME(E)

(continued)

Financial liabilities (continued)

Subsequent measurement

The subsequent measurement of financial liabilities depends on
their classification as follows:

Loan and borrowings

After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost, using the effective
interest rate method unless the effect of discounting would be
immaterial, in which case they are stated at cost. Gains and
losses are recognised in profit or loss when the liabilities are
derecognised as well as through the effective interest rate
amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part
of the effective interest rate. The effective interest rate amortisation
is included in finance costs in profit or loss.

Convertible bonds

The component of convertible bonds that exhibits characteristics
of a liability is recognised as a liability in the statement of financial
position, net of transaction costs. On issuance of convertible
bonds, the fair value of the liability component is determined
using a market rate for an equivalent non-convertible bond; and
this amount is carried as a long term liability on the amortised
cost basis until extinguished on conversion or redemption. The
remainder of the proceeds is allocated to the conversion option
that is recognised and included in shareholders’ equity, net of
transaction costs. The carrying amount of the conversion option
is not remeasured in subsequent years. Transaction costs are
apportioned between the liability and equity components of the
convertible bonds based on the allocation of proceeds to the
liability and equity components when the instruments are first
recognised.
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(continued)

Derecognition of financial liabilities

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

When 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 a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if there is
a currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on a net basis, or to realise the
assets and settle the liabilities simultaneously.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the weighted average basis and,
in the case of work in progress and finished goods, comprises
direct materials, direct labour and an appropriate proportion of
overheads. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion and
disposal.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to settle
the obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognised
for a provision is the present value at the end of the reporting
period of the future expenditures expected to be required to
settle the obligation. The increase in the discounted present value
amount arising from the passage of time is included in finance
costs in profit or loss.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 25 FESHHERBEE)

(continued)

Operating leases

Leases where substantially all the rewards and risks of ownership
of assets remain with the lessor are accounted for as operating
leases. Where the Group is the lessee, rentals payable under
operating leases net of any incentives received from the lessor are
charged to profit or loss on the straight-line basis over the lease
terms.

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line
basis over the lease terms.

When the lease payments cannot be allocated reliably between
the land and buildings elements, the entire lease payments are
included in the cost of the land and buildings as a finance lease in
property, plant and equipment.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and demand
deposits, and short term highly liquid investments that are
readily convertible into known amounts of cash, are subject to an
insignificant risk of changes in value, and have a short maturity of
generally within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral part of the
Group’s cash management.

For the purpose of the consolidated statement of financial position,
cash and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash, which
are not restricted as to use.
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(continued)

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(a) the sales of medium coal, coke and by-products, when
the significant risks and rewards of ownership have been
transferred to the buyers, provided that the Group maintains
neither managerial involvement to the degree usually
associated with ownership, nor effective control over the
goods sold;

(b) the sales of electricity and heat, when the electricity and heat
are consumed by the customers;

(c) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly discounts
the estimated future cash receipts over the expected life of
the financial instrument or a shorter period, when appropriate,
to the net carrying amount of the financial asset; and

(d) commission income and transaction service income are
recognised when the services are rendered.

Share-based payments

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. Employees
(including directors) of the Group receive remuneration in the form
of share-based payments, whereby employees render services as
consideration for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees for grants
after 7 November 2002 is measured by reference to the fair value
at the date at which they are granted. The fair value is determined
by an external valuer using a binomial model, further details of
which are given in note 26 to the financial statements.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 25 FESTHHRME(E)

(continued)

Share-based payments (continued)

The cost of equity-settled transactions is recognised in employee
benefit expense, together with a corresponding increase in equity,
over the period in which the performance and/or service conditions
are fulfilled. The cumulative expense recognised for equity-settled
transactions at the end of each reporting period until the vesting
date reflects the extent to which the vesting period has expired
and the Group’s best estimate of the number of equity instruments
that will ultimately vest. The charge or credit to profit or loss for
a period represents the movement in the cumulative expense
recognised as at the beginning and end of that period.

Service and non-market performance conditions are not taken into
account when determining the grant date fair value of awards, but
the likelihood of the conditions being met is assessed as part of
the Group’s best estimate of the number of equity instruments that
will ultimately vest. Market performance conditions are reflected
within the grant date fair value. Any other conditions attached
to an award, but without an associated service requirement, are
considered to be non-vesting conditions. Non-vesting conditions
are reflected in the fair value of an award and lead to an immediate
expensing of an award unless there are also service and/or
performance conditions.

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met,
no expense is recognised. Where awards include a market or
non-vesting condition, the transactions are treated as vesting
irrespective of whether the market or non-vesting condition is
satisfied, provided that all other performance and/or service
conditions are satisfied.

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not been
modified, if the original terms of the award are met. In addition, an
expense is recognised for any modification that increases the total
fair value of the share-based payments, or is otherwise beneficial
to the employee as measured at the date of modification.
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(continued)

Share-based payments (continued)

Where an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately. This includes
any award where non-vesting conditions within the control of either
the Group or the employee are not met. However, if a new award
is substituted for the cancelled award, and is designated as a
replacement award on the date that it is granted, the cancelled
and new awards are treated as if they were a modification of the
original award, as described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of earnings per share.

Other employee benefits

Pension schemes

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. Contributions are made based on a percentage of
the employees’ basic salaries and are charged to profit or loss
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
Group’s employer contributions vest fully with the employees when
contributed into the MPF Scheme.

The employees of the Group’s subsidiary which operates in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. The
subsidiary is required to contribute a certain percentage of its
payroll costs to the central pension scheme. The contributions are
charged to profit or loss as they become payable in accordance
with the rules of the central pension scheme.

Borrowing costs

Borrowing costs are expensed in the period in which they are
incurred. Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of funds.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Foreign currencies

These financial statements are presented in Hong Kong dollars,
which is the Company’s functional currency. Each entity in the
Group determines its own functional currency and items included
in the financial statements of each entity are measured using
that functional currency. Foreign currency transactions recorded
by the entities in the Group are initially recorded using their
respective functional currency rates prevailing at the dates of
the transactions. Monetary assets and liabilities denominated in
foreign currencies are translated at the functional currency rates
of exchange ruling at the end of the reporting period. Differences
arising on settlement or translation of monetary items are
recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in
a foreign currency are translated using the exchange rates at the
dates of the initial transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was measured. The gain or
loss arising on translation of a non-monetary item measured at
fair value is treated in line with the recognition of the gain or loss
on change in fair value of the item (i.e., translation difference
on the item whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is also recognised in other
comprehensive income or profit or loss, respectively).

The functional currencies of certain overseas subsidiaries are
currencies other than the Hong Kong dollar. As at the end of the
reporting period, the assets and liabilities of these entities are
translated into Hong Kong dollars at the exchange rates prevailing
at the end of the reporting period and their profits or losses
are translated into Hong Kong dollars at the weighted average
exchange rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in profit or loss.

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.
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(continued)

Foreign currencies (continued)

For the purpose of the consolidated statement of cash flows,
the cash flows of overseas subsidiaries are translated into Hong
Kong dollars 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 Hong Kong
dollars at the weighted average exchange rates for the year.

Income tax

Income tax comprises 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
jurisdictions in which the Group operates.

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:

e 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

e in respect of taxable temporary differences associated with
investments in subsidiaries, 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.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Income tax (continued)

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 profit will be available against which the
deductible temporary differences, the carryforward of unused tax
credits and unused tax losses can be utilised, except:

e 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

e in respect of deductible temporary differences associated
with investments in subsidiaries, 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 assets and liabilities are measured at the tax rates
that are expected to apply to the period when the asset is realised
or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of the
reporting period.

Deferred tax assets and deferred tax liabilities are offset if and only
if the Group has a legally enforceable right to set off current tax
assets and current tax liabilities and the deferred tax assets and
deferred tax liabilities relate to income taxes levied by the same
taxation authority on either the same taxable entity or different
taxable entities which intend either to settle current tax liabilities
and assets on a net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in which significant
amounts of deferred tax liabilities or assets are expected to be
settled or recovered.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 25 TESHHRMBEE)
(continued)
Government grants HEfEE
Government grants are recognised at their fair values where there BB E T ER A T S EUS Z /B
is reasonable assurance that the grants will be received and all iIﬁ—rTf”\FﬁﬁW’*ﬂﬂ#Hﬂ ERA(E
attaching conditions will be complied with. When the grant relates RemmperRAXER - MR
to an expense item, it is recognised as income on a systematic %Fﬁ?ﬁﬁf ZRAYZ 2 BEHAMEE RS
basis over the periods that the costs, which it is intended to MR ABWA o

compensate, are expensed.

Related parties BEAL
A party is considered to be related to the Group if: ETHNERT  — G AERAEEEH
i
(a) the party is a person or a close member of that person’s (@) ZAFB—BATHIBRALTZEEZH
family and that person B m&AL
(i) has control or joint control over the Group; () BAEEHEAEHIZESK RS
#®:
(i) has significant influence over the Group; or (i) HEEEHEBERTEN %K
(iii) is a member of the key management personnel of the (i) REEEFAEEHRAZEE
Group or of a parent of the Group; EEAER
or 9
(b) the party is an entity where any of the following conditions (b) ZARER MAEMUTEREER :
applies:
(i) the entity and the Group are members of the same () ZEBRFAEERA-—SBZK
group; EUNCIE
(i) one entity is an associate or joint venture of the other iy —BERAS—ER(HKZ—TE
entity (or of a parent, subsidiary or fellow subsidiary of ZERATE - WBARKFERKE
the other entity); NANZBERBREE AT

(iii) the entity and the Group are joint ventures of the same (i) ZERRAEBRA-8=72
third party; BE&NA]
(iv) one entity is a joint venture of a third entity and the other (iv) —EBA—F=-F2&%1A)"
entity is an associate of the third entity; ME—EBARZFE=-AZHER
Al
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NOTES TO FINANCIAL STATEMENTS
M B O® R M

31 December 2017 —~&F—-t4+_H=+—H

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Related parties (continued)

(b)

(continued)

(v) the entity is a post-employment benefit plan for the

benefit of employees of either the Group or an entity

related to the Group;

(vi) the entity is controlled or jointly controlled by a person

identified in (a);

(vii) a person identified in (a)(i) has significant influence
over the entity or is @ member of the key management

personnel of the entity (or of a parent of the entity); and

(viii) the entity, or any member of a group of which it is a part,

provides key management personnel services to the

Group or to the parent of the Group.
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NOTES TO FINANCIAL STATEMENTS

M B O® R M

31 December 2017 —~&—t4#+_H=+—H
I

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and
liabilities, and their accompanying disclosures, and the disclosure
of contingent liabilities.

Uncertainty about these assumptions and estimates could result in
outcomes that could require a material adjustment to the carrying
amounts of the assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from those
involving estimations, which have the most significant effect on the
amounts recognised in the financial statements:

Impairment of non-financial assets

In determining whether an asset is impaired or the events
previously causing the impairment no longer exists, the Group has
to exercise judgement in the area of asset impairment, particularly
in assessing: (1) whether an event has occurred that may affect
the asset value or such event affecting the asset value has not
been in existence; (2) whether the carrying value of an asset
can be supported by the net present value of future cash flows
which are estimated based upon the continued use of the asset
or derecognition; and (3) the appropriate key assumptions to be
applied in preparing cash flow projections including whether these
cash flow projections are discounted using an appropriate rate.
Changing the assumptions selected by management to determine
the level of impairment, including the discount rates or the growth
rate assumptions in the cash flow projections, could materially
affect the net present value used in the impairment test.

Tax

Determining income tax provisions requires the Group to make
judgements on the future tax treatment of certain transactions. The
Group carefully evaluates tax implications of transactions in
accordance with prevailing tax regulations and makes tax
provisions accordingly. In addition, deferred tax assets are
recognised to the extent that it is probable that future taxable
profits will be available against which the deductible temporary
differences can be utilised. This requires significant judgement on
the tax treatments of certain transactions and also assessment on
the probability that adequate future taxable profits will be available
for the deferred tax assets to be recovered.

EEd

ERERHE R A
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NOTES TO FINANCIAL STATEMENTS
M B O® R KB

31 December 2017 —~&F—-t4+_H=+—H
-

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty

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

Impairment of property, plant and equipment

The Group determines whether property, plant and equipment are
impaired or the impairment no longer exists and this requires an
estimation of the value in use of the cash-generating units to which
these assets are allocated. Estimating the value in use requires
the Group to make an estimate of the expected future cash
flows from the cash-generating units and also to choose suitable
discount rates in order to calculate the present value of those
cash flows. Any change in the business environment may lead to
the change in expected future cash flows. The carrying amount
of property, plant and equipment as at 31 December 2017 was
HK$495,154,000 (2016: HK$412,849,000). Further details are set
out in notes 12 and 14 to the financial statements.

Depreciation

The Group depreciates its property, plant and equipment over
their estimated useful lives, commencing from the date the
property, plant and equipment are ready for their intended use.
The estimated useful life reflects the management’'s estimate of
the periods that the Group intends to derive future economic
benefits from the use of the property, plant and equipment. The
depreciation will be changed when the useful life is expected to
be different from the estimate and would affect profit or loss for the
period in which such change of estimate takes place.

Provision for receivables, prepayments, and deposits

The Group assesses at the end of each reporting period whether
there is any objective evidence that a receivable/prepayment/
deposit is impaired. To determine whether there is objective
evidence of impairment, the Group considers factors such as the
probability of insolvency or significant financial difficulties of the
debtor and default or significant delay in payments. Where there is
objective evidence of impairment, the amount and timing of future
cash flows are estimated based on historical loss experience
for assets with similar credit risk characteristics. The carrying
amounts of trade receivables (including trade receivables due
from the non-controlling shareholder of a PRC subsidiary (the
“Non-controlling Shareholder”)), and prepayments, deposits and
other receivables as at 31 December 2017 were HK$267,037,000
(2016: HK$229,510,000) (note 17) and HK$216,175,000 (2016:
HK$151,800,000) (note 19), respectively.
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NOTES TO FINANCIAL STATEMENTS

M B O® XK M

31 December 2017 —~&—t4#+_H=+—H

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business
units based on their products and services and has the following
reportable operating segments:

(a) the coke trading segment — purchases and sales of coke and
coal;

(b) the coal-related ancillary segment — washing of raw coal into
refined coal for sale and for further processing, and sale of
electricity and heat which are generated as the by-products
during the washing of raw coal; and

(c) the coke production segment — processing of refined coal
into coke for sale, and sale of coke by-products that are
generated during coke production.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resources allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit/
(loss), which is a measure of adjusted profit/(loss) before tax. The
adjusted profit/(loss) before tax is measured consistently with the
Group’s profit before tax except that interest income and sundry
income, corporate and administrative expenses, unallocated other
operating income, unallocated finance costs and income tax
expense/(credit) are excluded from such measurement.

Segment assets exclude cash and bank balances,
available-for-sale investments, tax recoverable, deferred tax asset
and other unallocated head office and corporate assets as these
assets are managed on a group basis.

Segment liabilities exclude other borrowings and convertible
bonds for corporate use and other unallocated head office,
deferred tax liability and corporate liabilities as these liabilities are
managed on a group basis.

Intersegment sales and transfers are transacted at cost plus a
certain percentage of mark-up.
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NOTES TO FINANCIAL STATEMENTS
B % ® K M &

31 December 2017 —~&F—-t4+_H=+—H
-

4. OPERATING SEGMENT INFORMATION (continued) 4. REKBER(E)
Segment revenue and results DEWARESE
Year ended 31 December 2017 BE-_Z—tH5+-A=+—-HLEE
Coke Coal-related Coke
trading ancillary  production Eliminations Total
RxiAE
ERE KEDE ERERE H Bt

HK$’000 HK$°000 HK$’000 HK$’000 HK$°000
TERT FET TR TET TET

Segment revenue AEBA

- external sales —H5MEE 32,130 109,619 1,189,042 - 1,330,791

- intersegment sales -HHEREE - 285,959 = (285,959) =
Other income HebU A - 36,749 = = 36,749
Total Bt 32,130 432,327 1,189,042 (285,959) 1,367,540
Segment results NEEE 1,466 33,935 171,015 (1,287) 205,129
Interest income and S ONSE =T ON

sundry income 8,670
Corporate and RAIRERER

administrative expenses (83,804)
Unallocated other AOEEMEERA

operating income 4,679
Unallocated finance costs A2 BB 15 & H (8,015)
Profit before tax BR B A 126,659
Income tax credit EHEE _ 5,254
Profit for the year REF R 131,913
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OPERATING SEGMENT INFORMATION (continued)

M B O® R M

31 December 2017 —~&—t4#+_H=+—H

Segment revenue and results (continued)
Year ended 31 December 2016

EEd

NOTES TO FINANCIAL STATEMENTS

BE_Z—R"E+-_A=1+—BLEE

Coke Coal-related Coke
trading ancillary ~ production Eliminations Total
BRIRAEE
EXRES MBS RIREE H B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAET TET FET FTET FTET
Segment revenue ELON
- external sales —45MEE - 77,359 715,159 - 792,518
- intersegment sales -NBHEE - 187,419 - (187,419) -
Other income Hip e A 1,279 31,314 - - 32,593
Total Bt 1,279 296,092 715159 (187,419) 825111
Segment results NEEE 1,279 (261) 104,579 (843) 104,754
Interest income and S ONSE =T ON
sundry income 26,298
Corporate and administrative ~ R A REEER
expenses (79,608)
Unallocated other ROEEMELUA
operating income 19,063
Unallocated finance costs AORHKER (1,582)
Profit before tax % 5% i & A 68,925
Income tax expense TSRS (8,544)
Profit for the year REEFF 60,381
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NOTES TO FINANCIAL STATEMENTS

M B O® R M

31 December 2017 —~&F—-t4+_H=+—H

4.

OPERATING SEGMENT INFORMATION (continued) 4.

Segment assets and liabilities (continued)

31 December 2017

e BER (E)
THEEEREE(E)
—E—tHF+ZA=+—H

Coke Coal-related Coke
trading ancillary  production Total
BixiEE
ERES KB E EREE @t
HK$°000 HK$’000 HK$°000 HK$’000
TERT TER TER TER
SEGMENT ASSETS PEEE
Segment assets DREE 513,293 303,608 820,124
Corporate and unallocated assets REARAPEEE 296,410
Consolidated assets LEEE 1,116,534
SEGMENT LIABILITIES PEEE
Segment liabilities SHEERE 268,746 303,361 574,642
Corporate and unallocated liabilities NARASE AR 125,923
Consolidated liabilities REafk 700,565
31 December 2016 ANE+ZA=1+—H
Coke Coal-related Coke
trading ancillary  production Total
R IxRE
TREH B8 RIREE B
HK$'000 HK$'000 HK$'000 HK$'000
FTEL THEL FAEL FTHEL
SEGMENT ASSETS PEEE
Segment assets NBEE 483,640 203,446 687,086
Corporate and unallocated assets AAIRADBEE 268,181
Consolidated assets RREE 955,267
SEGMENT LIABILITIES PEEE
Segment liabilities AEER 338,044 249,445 587,698
Corporate and unallocated liabilities AAIRADBEAE 99,964
Consolidated liabilities SEEE 687,662
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NOTES TO FINANCIAL STATEMENTS
B % ® x M &

31 December 2017 —~&—t4#+_H=+—H
I —————————

4. OPERATING SEGMENT INFORMATION (continued) 4., REKBER(E)
Other Segment Information HitvnEEHR
Year ended 31 December 2017 BE-_Z—tH+-A=+—-HLEE
Coke Coal-related Coke
trading ancillary  production Total
RErAEE
ExRES MEDE EREE Bt

HK$°000 HK$’000 HK$°000 HK$°000
TET TET TET TR

Additions of property, plant and RENE  BERZE
equipment - 16,289 1,780 18,069
Unallocated iy 3,388
21,457
Depreciation e - 39,820 188 40,008
Unallocated R 6,456
46,464
Unallocated interest expenses on AORBRERE EpfEE
discounted bills, other borrowings and R A #kES 2 FEHT
convertible bonds 8,015
Impairment/(reversal of impairment) B 5 IR RE,
of trade receivables, net (%m) 38 - (912) 1,323 411
Reversal of impairment of BNHRBERERE 58
prepayments, net - (1,098) (5,901) (6,999)
Unallocated *ok 887
(6,112)
Reversal of impairment on items of mE - BEREHBEE
property, plant and equipment AEEE (84,977) (84,977)

1 30 HUSCOKE RESOURCES HOLDINGS LIMITED Ai 3 % U5 ¥ Bt 5 B 2 )



NOTES TO FINANCIAL STATEMENTS
M B O® R M

31 December 2017 —Z—t4E+_H=+—H
I

4. OPERATING SEGMENT INFORMATION (continued) 4. REPEEN(E)
Other Segment Information (continued) HibpEER (£)
Year ended 31 December 2016 HE_ZT-R"FT+_A=T—HLLFE
Coke Coal-related Coke
trading ancillary  production Total
W A
ERES iRk EREE @t

HK$ 000 HK$'000 HK$'000 HK$'000
TR THRT TET TET

Additions of property, plant and equipment REWE « FE kiR - 13,661 - 13,661
Unallocated A 755
14,416
Depreciation e - 55,297 - 55,297
Unallocated AOE 4,980
60,277

Unallocated interest expenses on FOREMEERTREES
other borrowings and convertible bonds 7 F| S8 1,582
Unallocated income tax expense AOBMBHAY 8,544
Impairment of trade receivables, net B HRWIRTUAE 558 - 5184 - 5,184
Impairment of prepayments, net ENFIERE F8E - 3,787 7,230 11,017
Unallocated Kol 780
11,797
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4.

NOTES TO FINANCIAL STATEMENTS
M B O® XK M

31 December 2017 —~&—t4#+_H=+—H
I

OPERATING SEGMENT INFORMATION (continued)

Geographical information

(a) Revenue from external customers
The Group’s revenue, expenses, results, assets and liabilities
and capital expenditures are predominantly attributable to
a single geographical region, Mainland China, which is the
Group’s principal place of business and operations during
the years ended 31 December 2017 and 2016. Therefore, no
analysis by geographical region is presented.

The revenue information is based on the locations of the
customers.

(b) Non-current assets

4.

£«< ** /\ ;I—E ;H Zt\

m&ﬁﬂ

(a) KESEEPZ Kazm
HEZZ—tFR-T—~"F+=HA
=t—BLEFE FAEEZBA R
TORE-BERABE URELRR
TRAHEDRBE—HE  NPEA
H(REEEEXBRLEDE) o B
b UEERME S A o

WAERREREPAEME 2 -

(b) FRBEE

2017 2016

S AN

HK$°000 HK$'000

TER TAT

Hong Kong BB 2,563 743
Mainland China 7B A i 494,362 412,106
496,925 412,849

The non-current asset information is based on the locations
of the assets and excludes financial instruments and deferred
tax asset.

Information about major customers

During the year ended 31 December 2017, revenue in the amount
of approximately HK$686,732,000 (2016: HK$435,477,000) was
derived from sales in the coke production segment to a single
customer. The customer is an independent third party of the Group.

During the year ended 31 December 2016, revenue in the amount
of approximately HK$192,099,000 was derived from sales in the
coal-related ancillary segment and the coke production segment to
the Non-controlling Shareholder.

ﬁ%#ﬁ@%?ﬁﬂﬁﬁfﬁ?%&
wEEn ETBRERmTARE
WEBEE

EREEEFZER
@i—?—t¢+—HZ+—H¢¢
€ + #9686,732,0008 L (Z T — X F :
435,477,000 7C) LA T RER—EE
PETEREENEIHE ZEFPAX
KECBYE=R -

BE-ZT— R "F+tZR=T—HLEFE"
#1192,099,00078 7T 2 WA T %K B R FE X
BRETHEREBMNBIERERLED
BZHE -
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NOTES TO FINANCIAL STATEMENTS
M B O® R M

31 December 2017 —~&F—-t4+_H=+—H
-

5. REVENUE AND OTHER INCOME AND GAINS 5. WAREMUYARKE
Revenue represents the net invoiced value of goods sold, after WAEFRAEELEM 2 FEHZEENR
allowances for returns and trade discounts, and the value of REBEREZFTHRREERERK 2(EE -

services rendered during the year.

An analysis of revenue and other income and gains is as follows: WA R EA AR W a2 DT
2017 2016
—E—+F —E-RE
HK$°000 HK$'000
FiExT FTAT
Revenue A
Sales of transportation service HEBEBRS 7,233 4,896
Sales of electricity and heat HET RE 73,441 72,453
Sales of raw coal, refined coal, coke and  $HERE - B ERREIER
by-products 1,250,117 715,169
1,330,791 792,518
Other income and gains, net Hip W ARz - F5E
Interest income F 2 HA 21 4
Commission income VA ON - 1,279
Gain on disposal of items of property, HENE BELRBEE 2 lH
plant and equipment 658 12
Gain on debt restructuring (note 23) EREMR W= (Hi7F23) 8,801 23,937
Gain/(loss) arising from amendment to BRI RRESFEEZ
convertible bonds (note 29) Wi/ (E18) (B1it29) (188) 2,303
Government subsidies* BT & Bh* 36,085 31,314
Sundry income HBRA 42 42
45,419 58,891

*

* Government subsidies have been received for supplying heat in B BE R R B A 3t E VBRI R & B o T
Mainland China. There are no unfulfilled conditions or contingencies BERRSED I REREH I IAEE -
relating to these subsidies.
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NOTES TO FINANCIAL STATEMENTS
M B O® XK M

31 December 2017 —~&—t4#+_H=+—H
I

6. PROFIT BEFORE TAX 6. KRBANER

The Group’s profit before tax is arrived at after charging/ AEBE ZBRBADER B GEA) T3

(crediting): RIEEBH :

2017 2016

—E—+F —ET—RF

Notes HK$°000 HK$'000
BT & T FET

Cost of inventories sold HETFERA 1,121,462 658,103

Auditor’s remuneration Z &R & 1,600 2,330

Depreciation e 12 46,464 60,277

Operating lease payments in respect of i R AW ERE# R 7K

leasehold interests in land and EHERIR
rented properties 4,413 2,428
Employee benefit expense EERNAX (RREEEMSE) :
(including directors’ remuneration):
Wages and salaries IT&E RS 61,450 50,530
Pension scheme contributions* RIREFIET &3 12,549 12,223
73,999 62,753

Write-back of inventories provision® BoFEREe (3,654)

Impairment of trade receivables, net* & 5 U IR ZOME - E 5 17 411 5,184

Impairment/(reversal of impairment) of F&R ZIERE / CREZD)

prepayments, net* R 19 (6,112) 11,797

Reversal of impairment of property, M BENMXEEBRE

plant and equipment [~ 12 84,977 -
Gain on disposal of items of property, H&EWE - BMEREFEHER
plant and equipment 2 W (658) (12)

#  As at 31 December 2017 and 2016, the Group had no forfeited # RIE—tFRZT-—RETA=1+—
contributions available to reduce its contributions to the pension B AEEWEA]BENRRREFRK
schemes in future years. BB R 2 2R UK -

*  These balances are included in “Other operating income, net” in the * E%%%ﬁ‘?ﬂﬁ)\ﬁ alEmz [EagEl
consolidated profit or loss. The “Other operating income, net” also OFEIAN o [HfA B - FE | ThE
included reversal of accruals of HK$15,827,000 for the year ended 31 J\%Ziig tET_A=+-HLEE
December 2017 (2016: HK$29,739,000). 2 B[Ol fEET F0B15,827,0008 L (ZE— <

129,739,000/ T) °

@ The balance is included in “Cost of sales” in the consolidated profit or °  EBHMIHAGEBERZ[HEKEKIA -
loss.
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NOTES TO FINANCIAL STATEMENTS
M B O® R M

31 December 2017 —~&F—-t4+_H=+—H
.

7. FINANCE COSTS 7. BKEH
An analysis of finance costs is as follows: BBERANMT
2017 2016
—ZT—+tF —E-RF
HK$°000 HK$'000
BT FET
Interest on discounted bills R EBRNE 2,129 -
Interest expenses on bank and other BRAFNEEZRITREMEE
borrowings repayable within five years MERX 44 634
Interest expenses on convertible bonds  BRAFERNERE A @RES
(note 29) repayable within five years (B#£29) ¥ EF = 5,842 948
8,015 1,582
8. DIRECTORS’ EMOLUMENTS 8. EZMe
Directors’ remuneration for the year, disclosed pursuant to the BEHBXHAEREFLTRY(TETH
Rules Governing the Listing of Securities on the Main Board of the AI]) - HAELQEEHIZE383(1)(a) * (b) * (c)
Stock Exchange (the “Listing Rules”), section 383(1)(a), (b), (c) RNOERAR (BREESHEER) ROE
and (f) of the Hong Kong Companies Ordinance and Part 2 of the OB R AFEESHMAT ¢
Companies (Disclosure of Information about Benefits of Directors)
Regulation, is as follows:
2017 2016
—Z—+tF —E-RF
HK$°000 HK$'000
FTExT FHET
Fees we 2,309 1,765
Other emoluments: HihBg -
Salaries, allowances and benefits in kind 4 28 R EWEA 3,170 1,296
Pension scheme contributions BREFFEI R 36 26
3,206 1,322
5,515 3,087
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DIRECTORS’ EMOLUMENTS (continued)

8. EEM= (&)

Salaries,
allowances Pension
and benefits scheme
Fees inkind contributions Total
EER BINER
k3 ENEA HE 5 h
HK$’000 HK$°000 HK$’000 HK$’000
FiEn T TiEn T
2017 “E-tf
Executive Directors: HITES:
Zhao Xu Guang Bt 823 2,585 18 3,426
Wong Siu Hung, Patrick DB 845 585 18 1,448
1,668 3,170 36 4,874
Non-Executive Directors: FETHTESE:
Li Baogi (retired on 2 June 2017) FER(RN_Z—+F
NAZHEM) 101 - - 101
Huang Man Yem EXE 180 - - 180
281 - - 281
Independent Non-Executive Directors: BUFHTEE:
Lam Hoy Lee, Laurie MBI 120 - - 120
To Wing Tim, Paddy KR 120 - - 120
Lau Ka Ho 5% 120 - - 120
360 - - 360
2,309 3,170 36 5,515
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8. DIRECTORS’ EMOLUMENTS (continued) 8. EEME (&)
Salaries,
allowances Pension
and benefits scheme
Fees in kind contributions Total
e
2HR RINEA
ik ENER AR @t

HK$'000 HK$'000 HK$'000  HK$'000
TR THRT TR TR

2016 “E-RE
Executive Directors: BEE:
Zhao Xu Guang BEX(RZE-RF+—A
(appointed on 17 November 2016) +tBEZRT) 103 151 - 254
Li Baoqi (redesignated to a non-executive FER (R -F—7~F+—HA
director on 25 November 2016) “+HBATAEHTE
%) 761 807 18 1,586
Gao Jianguo (resigned on 1 June 2016) BB (R -ZT— A FAA—
A&fE) 352 244 8 604
Wong Siu Hung, Patrick B (RZE—F"E+-A
(appointed on 3 November 2016) “BEZA 136 94 - 230
1,352 1,296 26 2,674
Non-Executive Directors: FHTES:
Li Baogji TER 24 - - 24
Huang Man Yem BENE(RZZ—"5+-R8
(appointed on 3 November 2016) “REZME) 29 - - 29
53 - - 53
Independent Non-Executive Directors: BYFHTEES
Lam Hoy Lee, Laurie R A 120 - - 120
To Wing Tim, Paddy HAKR 120 - - 120
Lau Ka Ho HAR% 120 - - 120
360 - - 360
1,765 1,296 26 3,087
There was no arrangement under which a director waived or FA BEEEREIRERETAHNE
agreed to waive any remuneration during the year (2016: Nil). LERF(ZE—RF | o
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FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included two
directors (2016: two), details of whose remuneration are set out
in note 8 above. Details of the remuneration for the year of the
remaining three (2016: three) highest paid employees, who are not
a director of the Company, are as follows:

LEREHESR
REEzIARAHFEEREMEESR (=
T—RF ME)  HEMFHEEHR LM
T8 AFEHT=Z(ZTE—RF: =4)
FARRIZEEZRSHEE ZHFHHEBD
T

2017 2016

—E—+t& —E—REF

HK$’000 HK$'000

FTERT FHET

Salaries, allowances and benefits in kind %4 - 2B R EWE R 1,522 1,700
Pension scheme contributions RIKEFIFTEIE R 38 54
1,560 1,754

The number of non-director highest paid employees whose
remuneration fell within the following band is as follows:

HWEBRTIREZFESRRFHEEHR
ERUNNE

Number of employees

BE®E
2017 2016
—E—tF —E-RF
Nil to HK$1,000,000 Z %L £1,000,000% 7T 3 3
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INCOME TAX

10.

No provision for Hong Kong profits tax was made as there was no

assessable profits arising in Hong Kong during the year ended 31

December 2017 while Hong Kong profits tax were provided at the

rate of 16.5% on the estimated assessable profits arising in Hong

Kong during the year ended 31 December 2016.

No provision for PRC profits tax was made for the years ended
31 December 2017 and 31 December 2016 as the Group had
available tax losses brought forward from prior years to offset the

assessable profits arising in Mainland China.

Frigwi

MR ERRXBEN  HREE-T—t
FT_A=+t-HUEFELERBFTEFE
Bt MRBE TR "F+_H
=t RUSECRBREMEL ZfhEtE
AP N2 16.5% BB M S AR B

ARAEBREABEFEAETHEERE
P E S FERTUR N 2 HIBEE - RNE
ECEAFR-E-RET A=t
AIEFEY SR BENEHTIREE -

2017 2016
—E—tF —E-RF
HK$°000 HK$'000
FBT FHET
Current — Hong Kong BIH — &%

Charge for the year AEESH = 209
Overprovision in prior years BEFEBRERE (161) (7,766)

Current — Elsewhere BIHA— E A 5
Charge for the year REESH = -
Underprovision in prior years BEFERETR 7,122 16,101
Deferred (note 24) BIE (f77224) (12,215) -
Total tax expenses/(credit) for the year AEEBFHBERY, (KE) (5,254) 8,544
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10. INCOME TAX (continued) 10. FIER (&)
A reconciliation of tax applicable to profit/(loss) before tax at the WANG M E KD W B A B s a A
statutory rates for the jurisdictions in which the Company and the BZEEREAE 2 BRBIA RN (BE)
majority of its subsidiaries are domiciled to the tax expense/(credit) BEAZBERY (k) BREEH K
at the effective tax rates, and a reconciliation of the applicable BURERI ZYR  UREBRHE (B
rates (i.e., the statutory tax rates) to the effective tax rates, are as ERR)EERBRER ZERENT ¢
follows:
2017 —E—tF
Hong Kong Mainland China Total
A PEIR st
HK$°000 % HK$°000 % HK$’000 %
TET % TEr % TiEn %
Profit/(loss) before tax BREaER/ (BB) (21,117) 147,776 126,659
Tax at the statutory tax rate RERHEHEZHE (3,484) 165 36944 250 33,460 2.4
Expenses not deductible for tax AR ZFEX 3,489 (16.5) 3,351 2.3 6,840 5.4
Income not subject to tax BEFRLBA (6) - (24,347) (16.5) (24,353 (19.2)
Adjustments in respect of current B HARAARIE, BE
tax of previous periods (161) 0.8 7,123 4.8 6,962 5.5
Tax losses recognised EEARESE - - (12,321) 83 (12321) (8.7)
Tax losses not recognised RAERVEER 106 (0.5) - - 106 0.1
Tax losses utilised from previous ~ BRBAABHEESR
periods - - (15948) (10.8) (15,948 (126)
Tax credit at the BRASEERHEHEL
Group'’s effective rate REER (56) 0.3 (5,198) (3.5) (5,254) (4.1)
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10. INCOME TAX (continued) 10. FTE%i (&)
2016 —E-RF
Hong Kong Mainland China Total
B HE R @B
HK$'000 % HK$'000 % HK$'000 %
T % T % T %
Profit before tax BB AR 10,830 58,095 68,925
Tax at the statutory tax rate BEERREIRIE 1,787 16.5 14,524 25.0 16,311 23.7
Expenses not deductible for tax TR EE 1,522 141 7,537 13.0 9,059 131
Income not subject to tax BERHBA (1,195) (11.0) - - (1,195) (1.7)
Adjustments in respect of BEBFRAEHEHE
current tax of previous periods (7,766) (71.7) 16,101 211 8,335 12.1
Utilisation of tax losses HEREER (1,905) (176)  (22,061) (38.0)  (23,966) (34.8)
Tax expenses/(credit) at the BASEEERENEL
Group’s effective rate RERY/ (HR) (7,557) (69.7) 16,101 21.7 8,544 12.4
EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY 1. BRARAIEERESRBEARGLERAT

11.

EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amount is based
on the profit for the year attributable to ordinary equity holders of
the parent of HK$117,898,000 (2016: HK$55,663,000), and the
weighted average number of ordinary shares of 2,596,625,258
(2016: 1,392,395,750) in issue during the year, as adjusted to
reflect the full conversion of the 2008 Convertible Bonds (as
defined in note 29) for ordinary shares of the Company during the
year.

As disclosed in note 29, the 2008 Convertible Bonds shall be
converted automatically into new shares of the Company at the
date of maturity. Shares that are issuable solely after the passage
of time are not contingently issuable shares and are included in the
calculations of the basic and diluted earnings per share.

The calculation of diluted earnings per share amount for the years
ended 31 December 2017 and 2016 is based on the profit for the
year attributable to owners of the parent, adjusted to reflect the
interest and gain/(loss) arising from amendment to the convertible
bonds. The weighted average number of ordinary shares used in
the calculation is the number of ordinary shares in issue during
the year, as used in the basic earnings per share calculation, and
the weighted average number of ordinary shares assumed to have
been issued at no consideration on the deemed conversion of all
dilutive potential ordinary shares into ordinary shares.
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FREABFCHERES QAR L BRE
= A ABGAERE 5 7H117,898,000% 7T
(ZZF—/NF 155,663,000 7T) * ARFR
BT AR 4 T 19 212,596,625,258 1%
(ZZ—/ 5 11,392,395, 750/ ;& © B
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11. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY 1. BRARAEBERESEEAELERER
EQUITY HOLDERS OF THE PARENT (continued) (&)
The calculation of diluted earnings per share for the years ended HFEHEE T tHF N ZE—XRFt+ZA
31 December 2017 and 2016 is based on: ST-HLFEZEREBERF 2 KEW
N
2017 2016
—E—+F —E-RF
HK$°000 HK$'000
FERT TET
Earnings: &R
Profit attributable to ordinary equity 5 %H§%$7§5T|J%T<FHZ“_
holders of the parent used in the mkERE A ARG
basic earnings per share calculation 117,898 55,663
Add: Loss/(gain) arising from B BRI RRESIEE S
amendment to convertible bonds B8,/ () 188 (2,303)
Add: Interest expense on convertible bonds £ 0 : A] # % & 5 ) 2 5 32 5,842 948

Profit attributable to ordinary equity holders (EGREBERFEE 2 DA
of the parent used in the diluted earnings L@ ERIETE AR T
per share calculation 123,928 54,308

Number of shares

ROEE
2017 2016
—E—+tF AN
Shares: B
Weighted average number of ordinary SESREARFRAZERA
shares in issue during the year used in BT B A N E T 15 8
the basic earnings per share calculation 2,596,625,258 1,392,395,750
Effect of dilution — weighted average BEYE — LTBRBRMNEFIEY
number of ordinary shares:
Convertible bonds* AR fE 5 144,256,976 144,256,976
Weighted average number of ordinary FEGREERNRAZ AR
shares used in the diluted earnings per It 5 &
share calculation 2,740,882,234 1,5636,652,726
* Share options are not considered in the effect of dilution as it had no * HREZ T —tER-T—RET_HA
diluting effect on the basic earnings per share for the years ended =t+—HLEEE  SRERBABESE
31 December 2017 and 2016 and were ignored in the calculation of TE O WERBETHERAREYE .
diluted earnings per share. WEFEGREERAGREEE -
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12. PROPERTY, PLANT AND EQUIPMENT

12, ME BERRE

Furniture
Land and Leasehold  Furnaces and Plant and Computer and Motor
buildings improvements infrastructure ~ machinery  equipment fixtures vehicles Total
tRET HENEUR  BERER  HERRG SEEE  BARZE bt )
HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
T Tt Tk Tk T T Fitn Tk
COST AR
At 1 January 2016 RZE-7F-A-H 373,452 - 490,499 543,850 73,546 3,404 47,626 1,532,377
Additions RE - - 582 12,944 136 57 697 14,416
Disposals e - - - - - (2.619) (122) (2,741)
Exchange realignment [ 5% (21,866) - (28,742) (32,343) (4312) - (2,717) (89,980)
At 31 December 2016 H-F-~E+-f
and 1 January 2017 =+-BEk
s 351,586 - 462,339 524451 69,370 842 45,484 1,454,072
Additions RE - 1,653 - 16,619 697 304 2,184 21,457
Disposals e - - - - - - (872) (872)
Write-off B - - - - - (791) (1,143) (1,934)
Exchange realignment (% 512 17,786 - 23,387 26,968 3,528 5 2,226 73,900
At 31 December 2017 R-E—+4
TZA=t-8 369,372 1653 485,726 568,038 73,595 360 47879 1,546,623
ACCUMULATED ZiHERAE
DEPRECIATION AND
IMPAIRMENT
At 1 January 2016 RZE-~E-A-H 108,425 - 438,701 384,517 71,736 3,404 40,257 1,047,040
Provided for the year R 10476 - 2,355 44,075 712 1 2,658 60,277
Disposals e - - - - - (2,619) (116) (2,735)
Exchange realignment [E 3 E% (6,752) - (25,778) (24.211) (4,230) - (2,388) (63,359)
At 31 December 2016 R =E-1F+-A
and 1 January 2017 =+-Bk
Z5-t5-A-8 112,149 - 415,278 404,381 68,218 786 40,41 1,041,223
Provided for the year SR 10,875 451 2,340 30,564 261 59 1,914 46,464
Disposals e - - - - - - (828) (828)
Write-off B - - - - - (791) (1.143) (1934)
Reversal of impairment JB/{E & (8,157) - (72,988) (3,586) (172) - (74) (84,977)
Exchange realignment [E 5 5% 5746 - 19,142 21,166 3,454 4 2,009 51,521
At 31 December 2017 R-E—+4
TZA=t-8 120,613 451 363,772 452,525 71,761 58 42289 1,051,469
NET CARRYING REFE
AMOUNTS
At 31 December 2017 RZE-+%
T-A=+-8 248,759 1,202 121,954 115,513 1,834 302 5590 495,154
At 31 December 2016 R =F-7%
TZA=1-8 239,437 - 47,061 120,070 1,152 5 5073 412,849
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13. GOODWILL 13. B&
HK$'000
FAT
Cost: B
At 1 January 2016, 31 December 2016, WZ_E—-—RF—F—H ZZ—X~"F+=-A
1 January 2017 and 31 December 2017  =+—H  ZE—+F—A—BNF_T—+F
+-—A=+—H 2,269,645
Accumulated impairment: RETRE -
At 1 January 2016, 31 December 20186, RZZE-—RE—-—A—B - ZZ—X"FTA
1 January 2017 and 31 December 2017  =+—H  —E—+F—A—Bh_T—+F
+-A=+—H (2,269,645)
Net carrying amount: IREFE :
At 31 December 2017 and 2016 RE—+ER TR F+-_A=+—H -
14. IMPAIRMENT TEST ON PROPERTY, PLANT AND 14, ¥% - BERRERERH
EQUIPMENT
For the purpose of impairment testing, property, plant and BEEAEANE  WE BERREES
equipment have been allocated to two cash-generating units, REMEREEEEM  BIE XA E
being the coal-related ancillary segment and coke production DEREREENE RZT—tF K=
segment. The carrying amounts of property, plant and equipment E-RETZA=T—H HEERHEFES
as at 31 December 2017 and 2016 allocated to these units are as W% BERSBIIREERNT
follows:
2017 2016
—E—tF —E-R
HK$°000 HK$'000
FET FTAT
Coal-related ancillary segment B ABERB AR 355,144 361,280
Coke production segment EREEDE 88,849 -
Unallocated Ko 51,161 51,569
495,154 412,849
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14.

IMPAIRMENT TEST ON PROPERTY, PLANT AND
EQUIPMENT (continued)

Coal-related ancillary cash-generating unit

At 31 December 2017, the recoverable amount of the coal-related
ancillary cash-generating unit was determined based on a value
in use calculation using cash flow projections based on financial
budgets covering a 11-year period (2016: 12-year period) which
is assessed and approved by senior management with reference
to the physical conditions of property, plant and equipment at
the current status and the expected obsolescence and retirement
based on prior year experience. The pre-tax discount rate to the
cash flow projections was 21.7% (2016: 16.5%).

Key assumptions were used in the value in use calculation of the
coal-related ancillary cash-generating unit as at 31 December
2017 and 31 December 2016. The following describes each
key assumption on which management has based its cash flow
projections to undertake impairment testing:

Budgeted manufacturing capacity utilisation rate — The rate is
determined on the basis of the average actual utilisation rate
achieved in prior years, increased gradually for expected revival
and improvement in market.

Discount rate — The discount rate used reflects specific risks
relating to the coal-related ancillary cash-generating unit.

Raw materials purchase costs, production costs and product
selling price inflation — The basis used to determine the value
assigned to costs and price inflation is the forecasted inflation
indices of the budget year.

Coke production cash-generating unit

The recoverable amount of the coke production cash-generating
unit as at 31 December 2017 and 31 December 2016 was
determined based on a value in use calculation using cash flow
projections based on financial budgets covering a 7.5-year period
(2016: 8.5-year period) which is assessed and approved by senior
management with reference to the physical conditions of property,
plant and equipment at the current status and the expected
obsolescence and retirement based on prior year experience.
The pre-tax discount rate to the cash flow projections was 19.2%
(2016: 14.1%).
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14. IMPAIRMENT TEST ON PROPERTY, PLANT AND 14, 9% BERIERERNE(

146

EQUIPMENT (continued)

Coke production cash-generating unit (continued)

Key assumptions were used in the value in use calculation of the
coke production cash-generating unit as at 31 December 2017 and
31 December 2016. The following describes each key assumption
on which management has based its cash flow projections to
undertake impairment testing:

Budgeted manufacturing capacity utilisation rate — The rate is
determined on the basis of the average actual utilisation rate
achieved in prior years, increased gradually for expected revival
and improvement in market.

Discount rate — The discount rate used reflects specific risks
relating to the coke production cash-generating unit.

Raw materials purchase costs, production costs and product
selling price inflation — The basis used to determine the value
assigned to costs and price inflation is the forecasted inflation
indices of the budget year.

In light of the favourable market circumstances of coke production
and the operating profits recorded during the year ended 31
December 2017 as a result of the recovery in the coke industry,
the recoverable amount of the coke production segment was
approximately HK$88,849,000 (2016: nil).

Based on the results from the discounted cash flows, the directors
considered a reversal of impairment loss for items of property,
plant and equipment of HK$84,977,000 (2016: Nil) in the coke
production segment which was recognised in profit or loss and no
additional impairment in the coal ancillary segment for the years
ended 31 December 2017 and 2016.

EREERSELEN(E)
RZF—tF+_A=1t—HEZZF—X
FT-A=1T—H EREERSELE
fLzEREEAENZERBIERKR -
NTHRAEEBETREAARRERS
MERAMEZZETIERR

BEEREAF-RBEFEERZTY
ERERRAEEMBET 2L X HIRHE
MmEERRBERMESEM -

HRF-FERCHRAERRREBERE
ERSELENIHERR -

BUMHFRERL LEXAREREEE
K-EENEEXARERBREERE
MZEE  NREFEZRABRESR -

EREREEMABANRERTEERS
BHEE - Z—+E+-_BA=1+—BILEE
BEEERT %%F/%azwm@
%840/488,849,0008 L (ZE— R F &) -

BERUABREREZHER EERRE
REEDBE2ME BERRBEEARE
o R RE R B (E S 1B B [E184,977,00078 7T (=
T—RF ) MREZE-Z—LtEk—
Z—RFE+-_A=1+-—BUFEHEKERE
BB o kB mEEINAE -
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15. AVAILABLE-FOR-SALE INVESTMENTS 15. AIEHERE
2017 2016
—E—LF ZE-RF
HK$’000 HK$’000
BT FET
Club debentures, at fair value BAnBEIRzEMES 1,115 1,099

16. INVENTORIES 16. FE

2017 2016
—E—LF ZE-RF
HK$’000 HK$’000
TR FET
Raw materials JR 4 # 28,677 19,476
Work in progress 8 m 15,036 15,959
Finished goods 2K ah 11,031 19,685
54,744 55,120
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The Group’s trading terms with its customers are mainly on
credit. The credit period is generally 120 days. Each customer
has a maximum credit limit. Advances are required for certain
customers. The directors consider that these arrangements enable
the Group to limit its credit risk exposure. As at 31 December
2017, approximately 66% (2016: 73%) of the Group’s trade
receivables were due from one (2016: one) customer, there was
a significant concentration of credit risk. The Group seeks to
maintain strict control over its outstanding receivables to minimise
credit risk. The Group does not hold any collateral or other credit
enhancements over its trade receivable balances due from
customers other than the Non-controlling Shareholder (note 18).
Overdue balances are reviewed regularly by senior management.
Trade receivables are non-interest-bearing.

The carrying amounts of trade receivables approximate their fair
values.

17. TRADE RECEIVABLES 17. ESERIRR

2017 2016
—E—+tF ZT—REF
Notes HK$’000 HK$'000
BT &E FiExT FET
Trade receivables B 5 IR X 281,906 243,703
Impairment AL (54,929) (51,883)
226,977 191,820

Trade receivables from related EWAEARE HIRN 34
companies 40,462 38,073
Impairment VERE] (402) (383)
40,060 37,690
267,037 229,510

Less: Trade receivables due from the & : JEURIEIERRARE 2 18
Non-controlling Shareholder 2 5 U IR (177,150) (168,483)
89,887 61,027

AEEEXFPEACEIBRINEERE -
EEPEEA1208 - BUBRFRAERSE
AR WERKAETEFPRNHRIE - EFR
RRERHAGASERGEEERR -
RZF—+F+-_A=+—H0 A£EH
66% (ZF—"F 1 73%) 2 E FEKIRK
DRE—H(ZE—RF:—%)EF B
BEEERBREAETRBR -AEE—H
BREEI RN EERIES  BREEER
B E &K o A& E 5 H R AOEE R
BRUINEFZE SRR ERFEE
A 460 o o Lt 15 PR 48 3 8 e (P E18) o
BREBABTHREAHEHL -BHE
YR SR AN A B e

BrREIERZREAEREDABMRE -
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17. TRADE RECEIVABLES (continued)

An ageing analysis of the trade receivables as at the end of the
reporting period, based on the invoice date and net of provisions,
is as follows:

17.

B 5 RWIRR (&)
:%ﬁz%,ﬂﬁ?ﬁ RHEZ A EIL O R
28 5 RUIRF 2RI -

2017 2016
—ZE—+tF —E-RF
HK$’000 HK$'000
FiET FHET
Within 3 months =@AA 25,735 19,945
3 to 4 months ==Z=N{@EA 1,179 2,712
Over 4 months 8 48 9 & A 240,123 206,853
267,037 229,510
Movements in the provision for impairment of trade receivables are BoRWIES 2 BEREESHNT
as follows:
2017 2016
—E—+tF —E-REF
HK$’000 HK$'000
TERT FET
At 1 January »n—A—H 52,266 50,222
Impairment loss recognised (note 6) EWRREEE (fit6) 1,323 8,011
Impairment loss reversed (note 6) BB EREERE (4i26) (912) (2,827)
Exchange realignment fE AR 2,654 (3,140)
At 31 December +=-A=+—H 55,331 52,266

Included in the above provision for impairment of trade receivables
are provisions for individually impaired trade receivables of
HK$55,331,000 (2016: HK$52,266,000) with carrying amount
before provision of HK$84,307,000 (2016: HK$66,548,000).

The individually impaired trade receivables relate to customers that
were in financial difficulties or were in default of payments and only
a portion of the receivables is expected to be recovered.
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NOTES TO FINANCIAL STATEMENTS
M B R R K B

31 December 2017 —~&—t4#+_H=+—H

TRADE RECEIVABLES (continued)

An ageing analysis of the trade receivables that are not individually
nor collectively considered to be impaired as at the end of the
reporting period, based on the payment due date, is as follows:

17.

B 5 RWIRR (&)

RBERR  BNFIBAFE 2L EE
Pl ARG IELRAEZE F IR
IREEDTINT

2017 2016

—E-LF ZE-AF

HK$’000 HK$'000

TER FAT

Neither past due nor impaired 7 % 8 B SR (B 21,699 12,698
Less than 6 months past due BHEIDRRME A 594 167,480
More than 6 months past due w AR BN E A 215,768 35,050
238,061 215,228

The Group’s trade receivables at the end of the reporting period
that were neither past due nor impaired relate to customers for
which there was no recent history of default. Receivables that
were past due but not impaired relate to customers that have a
good track record with the Group. Based on past experience,
the directors are of the opinion that no provision for impairment
is necessary in respect of these balances as there has not
been a significant change in credit quality and the balances are
still considered fully recoverable. Further details about trade
receivables due from the Non-controlling Shareholder and related
companies are set out in note 18 and note 34, respectively.

AMOUNTS DUE FROM THE NON-CONTROLLING
SHAREHOLDER

18.

RBEHRTEBANBEREZAEERE
SRR FET BT BERCEIEEA
o BaEEY EEE ERIRZES AE
AEBERIABEZEFPER -RBREBE
L BANEEERTESARE mA
EHNEAT2ENE  EERABEM
DEERELRERE - BRREGEER
BERBAEARZEFEBIRRZE—F
FED RN FE18 R M FE34

I ERRRE

2017 2016
—E—+tF —E-RF
Notes HK$’000 HK$'000
B & TERT FET
Trade receivables due from the FENSEER IR 2B 5 (i), (iii)
Non-controlling Shareholder (note 17)  FEUWIRE (B15E17) 177,150 168,483
Other receivables due from the JE T FE 42 i AR 3R 2 EL At (ih), (iii)
Non-controlling Shareholder (note 19)  FEMWIR 3% (f77719) 156,385 107,756
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18. AMOUNTS DUE FROM THE NON-CONTROLLING
SHAREHOLDER (continued)

Notes:

(i)

(ii)

(iii)

The balances are trade in nature, non-interest-bearing and have a
credit term of 120 days (2016: 120 days), which are similar to those
terms granted to major trading customers of the Group.

The balances are advances to the Non-controlling Shareholder, which
are non-interest-bearing and repayable on demand.

With respect to the items mentioned in notes (i) and (i) as at 31
December 2016, the Group and the Non-controlling Shareholder
entered into a repayment agreement on 1 March 2017, pursuant
to which the Non-controlling Shareholder committed to repay the
balances due to the Group by monthly instalments of RMB50,000,000
from October 2017 onwards after its new coking plant starts
operations in, and that the entire amount would be settled within 12
months.

Furthermore, an asset pledge agreement was provided by the
Non-controlling Shareholder on 23 March 2017 whereby certain
property, plant and equipment with a value of HK$1,229,023,000
as at 28 February 2017 were pledged to the Group to secure the
repayment of the balances due from the Non-controlling Shareholder
of HK$276,239,000 and aggregate amounts due from affiliates of the
Non-controlling Shareholder of HK$40,321,000 as at 31 December
2016 (note 34).

On 6 March 2018, the repayment and the asset pledge agreements
were renewed to cover the trade and other receivables due from
the Non-controlling Shareholder of HK$333,535,000 and aggregate
amounts due from affiliates of the Non-controlling Shareholder
of HK$46,881,000 as at 31 December 2017 (note 34). Pursuant
to the renewed repayment agreement, a monthly repayment of
RMB50,000,000 will be made by the Non-controlling Shareholder
from August 2018 onwards after the new plant starts operation, and
that the entire amount will be settled within 12 months. The pledged
property, plant and equipment were valued at HK$1,369,272,000 at
31 January 2018.

The carrying amounts of the above balances approximate their fair

values.
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BR-ZE-R"ETA=+—BHF(HRE
(it BEME - ARERIFERBER
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It FEEBR B RAGE R ERBE R 2
BRE-_TtETAEEEBRALHE
2 #t § A5 EEE AR ¥50,000,000
T 2HeRHM2EANEE

SO EERBRBEREA T+ FZ A
THCHREEELSHBE Bt
R-_EZ—+F-_A-_+t/\HEEA
1,229,023,0008 T2 & T BE R
HECEBRTALE  WMEARZ-ZT—X
FH+ZA=+—BRYCGEEBRBELEH
276,239,000/ 7T & FE W IE 1 IR AR R B B A
RI48%840,321,000/8 0 2 R 2 IR (M
34) ©

EHRERREEEHBER T —NF
ZAANHEEE URER-_Z—tF+=
A=+ —HEKELERBREZE S KEM
Ji& W 1 $7333,535,0007%8 7T K & Ut 3F 1% %
% 5 B /B /N ) 42 5846,881,0008 7T (PHf 5E
34) - RBEKEEERHE  FEBRBE
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NOTES TO FINANCIAL STATEMENTS
M B O® XK M

31 December 2017 —~&—t4#+_H=+—H

19. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

19. EMNKIE - BEREBEYRIRK

2017 2016
—E—+tF —T—R
Notes HK$’000 HK$'000
B 5E FTET FAT
Other receivables due from the FEM IR IR R 2 Efh 18
Non-controlling Shareholder JE LS B 30 156,385 107,756
Prepayments and other receivables due J& U #8:E A7) 2 T8 1+ 34
from related companies FUIR I H i FE WUR 3K 6,419 2,248
Prepayments, deposits and other W EMA L2 BARE (i)
receivables due from other parties e N H e YR 5K 66,515 60,280
229,319 170,284
Impairment BE (13,144) (18,484)
216,175 151,800
Less: Current portion - BNERER (214,404) (151,800)
Non-current portion — prepayments JERNER S & —FE 1 3B 1,771 -
Note: Kizt -

(i)~ The balance included prepayments to suppliers of raw materials for
the coal-related ancillary and the coke production businesses which
are unsecured, non-interest-bearing and are to be settled with future
purchases.

The carrying amounts of deposits and other receivables
approximate their fair values.

(i) EREEREREENEREREER
BNTEMBEER ENRE DE
WH - D BWARREE A -

ReRHEMEUIRRZRAERERRE
UEEE
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NOTES TO FINANCIAL STATEMENTS

M B O® R M

31 December 2017 —~&F—-t4+_H=+—H

19. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 19.

(continued)
Movements in the provision for prepayments, deposits and other
receivables are as follows:

ANARIE - BERHEMBRIRR ()

BAFE  BE REMERIER . BEE
BMT

2017 2016

—E—tF ZE—XRF

HK$’000 HK$'000

FET FET

At 1 January wn—A—H 18,484 7,587
Impairment loss recognised (note 6) BB EERE (4i26) 2,645 12,206
Impairment loss reversed (note 6) B ERERE (f26) (8,757) (409)
Exchange realignment [ AR 772 (900)
At 31 December R+-A=+—8H 13,144 18,484

Included in the above are provisions for individually impaired
prepayments of HK$13,144,000 (2016: HK$18,484,000) with
carrying amounts before provision of HK$14,252,000 (2016:
HK$20,681,000). The individually impaired prepayments mainly
relate to the portions of prepayments made to suppliers which
are in default in delivery of purchases and services and were not
expected to be recovered.

The financial assets included in the above balances that were

neither past due nor impaired relate to receivables for which there
was no recent history of default.
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I

20. CASH AND BANK BALANCES 20. RERBTER

154

2017 2016
—E2-+tF 2R
HK$’000 HK$ 000
TER FAT
Cash and bank balances Be MBRTEF 69,655 97,931

At the end of the reporting period, the cash and bank balances
of the Group denominated in Renminbi (“RMB”) amounted to
HK$200,000 (2016: HK$133,000). The RMB is not freely convertible
into other currencies, however, under Mainland China’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 banks
authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. Short term time deposits are made for varying
periods of between one day and three months depending on the
immediate cash requirements of the Group, and earn interest at the
respective short term time deposit rates. The bank balances are
deposited with creditworthy banks with no recent history of default.

The carrying amounts of cash and bank balances approximate
their fair values.

RBEHR  AEEAUARE (TARE])
FHEZHR e RIRITHET £200,000% T (=
=T —7XF 133,000 7L) - ARBARAH
ARBRAHME  HREPBENMINE
EHIROI REE SERCSEEEMRTE
AEBREFRBEREETIINEEL 2]
ABAREABABEMER -

RITREREBEBHZRTERAMERR TS
FMEEBAE - EHEREFEETARF
FHR E-XEZEALE BRFAE
EeARREFTEME  YHABEHE
HMERMEROME - RITEFIFAL
BN EERFRIT

Re MRITHEFZREEEEDAERS -
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NOTES TO FINANCIAL STATEMENTS
M B O® R KB

31 December 2017 —~&F—-t4+_H=+—H
.

21. TRADE PAYABLES 21. EZEMAKRK
2017 2016
—E-—LF ZE-AF
Notes HK$’000 HK$'000
g FTET FHET
Trade payables due to other parties R EA T 2 B 5 IR 152,959 239,475
Trade payables due to related BEBEARZEZEMNER 34
companies 5,229 7,687
158,188 247,162
An ageing analysis of the trade payables as at the end of the RBEHR REZAHNHELEFER
reporting periods, based on the invoice date, is as follows: IR ZIREBEDITAT -
2017 2016
—E—+tF —E-RF
HK$’000 HK$'000
TERT FET
Within 3 months =@AA 50,185 70,940
3 to 4 months —E{EA 4,218 5,792
Over 4 months BiE P {E A 103,785 170,430
158,188 247,162
The trade payables are non-interest-bearing and are normally 2S5 RNIRK AT ER—RR1208 A5
settled on 120-day terms. f& -
The carrying amounts of trade payables approximate their fair BORMIERZIREEREARBERSE

values.
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NOTES TO FINANCIAL STATEMENTS
M B O® XK M

31 December 2017 —~&—t4#+_H=+—H

22. OTHER PAYABLES, ACCRUALS AND DEPOSITS RECEIVED 22, HifE{fiRst - EETFUE » iR e RIE

23.

AND DEFERRED INCOME FEU A
2017 2016
—E—+E —E—R
HK$°000 HK$'000
FERT FAT
Other payables and accrued charges HipEAIRR R R E R 278,235 263,904
Advances received from customers and ~ BEFPWELZ B RIET WA
deferred income 204,421 113,739
482,656 377,643
Less: Current portion B BNEE (474,201) (372,586)
Non-current portion JEBNEREL 8,455 5,057
The other payable and accrued charges as at 31 December 2017 RIZE—EFRTE-RETA=T—
and 2016 are non-interest-bearing and have an average credit AzHEMENERKEAERAITER
term of 120 days. THEEHA1208 -
The carrying amounts of the other payables and accrued charges HEARA BT RB IRABERELR
approximate their fair values. REHEE -
OTHER BORROWINGS 23. HitfEE
2017 2016
—E-tF —E-RF
Effective Effective
interest rate Maturity HK$’000 interest rate Maturity HK$'000
ERFIE ki TEr  ERMZ 55 THL
Current b
Unsecured other borrowings ~ EEBHMES
(note 34(b)(iv)) (W34(0)(iv) - - = - 2017 19,487
ZE—tF
Unsecured other borrowing ~ EEFEMEE - - - 10% 2017 6,326
%
Non-current N
Unsecured other borrowings ~ E&EBEMEE 5.27% 2019 18,188 -
(note 34(b)(iv)) (H5234(b)(iv) ZE-NE
18,188 25,813
Analysed into: xin=E
Other borrowings repayable  EtifE &
Within one year or on demand AR —ERHREKEE - 25,813
In the second year £-F 18,188 -
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NOTES TO FINANCIAL STATEMENTS
M B O® R KB

31 December 2017 —~&F—-t4+_H=+—H

23. OTHER BORROWINGS (continued)
Other than a borrowing with the carrying amount of HK$5,807,000
as at December 2017 (2016: HK$6,326,000) which is denominated
in USD, all other borrowings are denominated in HK$. The carrying

values of other borrowings approximate their fair values.

During the years ended 31 December 2017 and 31 December

2016, the Group has been negotiating with lenders and

certain creditors of the Group to restructure the Group’s

indebtedness. Details are set out below:

(a)

On 15 March 2017, the Group secured agreements with
lenders of other borrowings and certain creditors to waive a
total amount of HK$7,132,000 comprising principal amounts
of other borrowings of HK$6,000,000, accrued interests of
HK$632,000, and other payables of HK$500,000. One of the
lenders agreed to waive the interest charged on the loan
balance from 1 January 2017 onwards. It was further agreed
that the remaining balances of other borrowings and other
payables after the waiver of HK$22,955,000 are to be settled
partly by cash of HK$4,417,000 with the remaining balances
to be settled by cash or by issue of new shares or securities
of the Company.

On 27 July 2017, the Group secured agreements with lenders
of other borrowings to extend the repayment date to 31
December 2017. In December 2017, the Group entered into
agreements with the lenders to further extend the repayment
date of other borrowings to 31 August 2019. This arrangement
resulted in a gain of HK$1,669,000 recognised in the profit or
loss for the year ended 31 December 2017.

On 10 March 2016, the Group secured the agreement from
the lenders of other borrowings to defer settlement of the
principal amount of HK$23,426,000 and the related accrued
interest of HK$1,744,000 included in other payables and
accruals as at 31 December 2015 to 30 June 2017.
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HiEEERARETEB A LG
& BG4 57,132,0008 0 BIE
H bt &R 4 56,000,000/ 7T K &+
7 £.632,0007% 7T LA K H 4 8 1R 3K
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31 December 2017 —~&—t4#+_H=+—H
I

23. OTHER BORROWINGS (continued)

158

(c)

On 11 May 2016, the Group obtained a loan of
HK$19,000,000 from a former director of the Company, with
interest rate of 1% per annum and was repayable on 31
December 2016. The loan was used as working capital of the
Group. During the year, the Group secured an agreement
from the lender for waiving the principal amount of the loan
and the related accrued interests.

On 2 November 2016, the 2016 Convertible Bonds were
issued to Kailuan to settle the accrued penalty charges and
interest of HK$43,277,000 in relation to the Deposit. The fair
value of the 2016 Convertible Bonds was HK$38,340,000
on the issue date. This arrangement resulted in a gain of
HK$4,937,000 recognised in the profit or loss for the year
ended 31 December 2016. Kailuan agreed to waive all
the interests accrued from 1 January 2016 onwards upon
subscription of the 2016 Convertible Bonds. Further details
of the 2016 Convertible Bonds are set out in note 29 to the
financial statements.

A gain on debt restructuring of HK$8,801,000 (2016:
HK$23,937,000) was recognised in the profit or loss for the year
ended 31 December 2017.

RZE-RFRA+—-—H &K

23. HtE& (&)
(c

)

BERARA—RZAEFEESER
19,000,000 7T * % & H ik F 7| &
1% 8 WEARZE—~F+=A
=+—HEE - ZEFCERELEE
LEEES -FRN FAEEBERA
NEH® BEERAEREIAH
FEETH & -

RZTE—R"F+—AZH &XAH
ARAEET T FARRES
NWERNEBEZS ZEFIERRA
B43,277,0008 L ZE— X~ F A
BRESFNETHBEZANEA
38,340,000 T - R L HBUFEREZ
—E-RE+-A=t+-HIEEZ
1B P R UZ54,937, 0008 TC - KR
BT FURRELRE  BER
ERRE-_T- A F-A—BRZ#E
FiARAFS —T— R EABRRE
FE—SFBEHIRUBREN
29

B EHUE8,801,000/8 T (ZE—NEF
23,937,000 ) EREE-_T—"F+=
AZ+—BItFEZEZEFRHER-
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24. DEFERRED TAX 24, ELFIE
Movements in deferred tax liability during the year are as follows: UTARFRELHEEEZE
Deferred tax liability EERBEE
Depreciation
allowance in
excess of
related
depreciation
BEEBTEZ
WERE
HK$'000
THET
At 1 January 2016, 31 December 2016 and A —Z—X<"F—A—H  —E— X "F+-_A=+—H
1 January 2017 RZZE—t&—H—H -
Deferred tax charged to profit or loss FRAMBIER 2 ELERE (HaE10)
during the year (note 10) 106
At 31 December 2017 RZE—+F+-_B=1+—H 106
Deferred tax asset ELEHBEE
Losses
available for
offsetting
against
future taxable
profits
A AR 8
w2 B8
HK$'000
FHET
At 1 January 2016, 31 December 2016 and R —Z—X<"F—A—H  —E— X "F+-_A=+—H
1 January 2017 RZE—t&—H—H -
Deferred tax credited to profit or loss FRFABR ZBEERIE (H710)
during the year (note 10) 12,321
Exchange realignment Rk 325
At 31 December 2017 N_E—+tF+-_A=1+—8 12,646
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24. DEFERRED TAX (continued) 24. EELBIE(E)

160

Deferred tax assets (continued)

The Group has tax losses arising in Hong Kong and the PRC of
HK$145,062,000 (2016: HK145,062,000) and HK$138,111,000
(2016: HK$252,487,000) that are available indefinitely and within
five years from the year of losses, respectively, for offsetting
against future taxable profits of the companies in which the losses
arose.

Deferred tax assets have not been recognised in respect of these
tax losses as it is not considered probable that taxable profits will
be available against which the above amounts can be utilised.

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign investors
from the foreign investment enterprises established in Mainland
China. The requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower withholding
tax rate may be applied if there is a tax treaty between Mainland
China and the jurisdiction of the foreign investors. For the Group,
the applicable rate is 10%. The Group is therefore liable for
withholding taxes on dividends distributed by those subsidiaries
established in Mainland China in respect of earnings generated
from 1 January 2008.

At 31 December 2017, no deferred tax has been recognised
for withholding taxes that would be payable on the unremitted
earnings of the Group’s subsidiary established in Mainland
China that are subject to withholding taxes. In the opinion of the
Directors, it is not probable that the subsidiary will distribute
such earnings in the foreseeable future. The aggregate amount of
temporary differences associated with investment in a subsidiary
in Mainland China for which deferred tax liabilities have not
been recognised totalled approximately HK$456,597,000 at 31
December 2017 (2016: HK$396,042,000).

There are no income tax consequences attaching to the payment
of dividends by the Company to its shareholders.

ELEHBEEE (&)

REEB145,062,0008 T (Z T — <5 ¢
145,062,000/ 7T.) 138,111,000 7T (=
T —XF 1 252,487,000/ ) REE K
BEEREBED A HEERBRNE
BEERFNREEHEEEBZARZ
RIRFERBLEF) o

WER LA REBRRIAEECHEEE
ARAEBEYLTRAERRTE N A2 A
LR EEE -

BEFECEMGHZE NP BERMKL
ZEBELRERARIIMEET R REBN
0% BMH - BEREREE ST /N\F—
A—RERAEXN YEBRAR-_ZZLF+-
A=ZT—BE&RZEF - i B R EFIH
REEMBRIZER ZEIIARBIRL
FIRE s MK EA - AEEM
T EABRER10% - AEBEEI AR E
MR ZMBRAR_-_TENF—HA—
AARES 2 BHMAD RSB BMAE -

RIEBE—+F+-A=+—0 pAEER
FA R B it 2 B B A B FE RR A R T 1 & R
ZEMAEHNHEME  TRBRTAELTH
B EERA ZMBRATBRALERKS
RAEBANZAREMERK - R PE R
MEBARKREZHBAYREZEAEMNS
RIE—+F+ A=+ A ZAERE
BB E S £4456,597, 0008 L (= F
— 7N 1 396,042,000 7T) °

AN A IR R AR S S RS
B o

HUSCOKE RESOURCES HOLDINGS LIMITED Ai 3 % U5 ¥ Bt 5 B 2 )



NOTES TO FINANCIAL STATEMENTS
M B O® R M

31 December 2017 —~&F—-t4+_H=+—H

25. SHARE CAPITAL 25. B
Shares B 1
2017 2016
—E—+tF —E-RF
HK$’000 HK$'000
TER FHT
Authorised: SETE
20,000,000,000 (2016: 20,000,000,000) 20,000,000,000f% (= Z — /&
ordinary shares of HK$0.01 each (2016: 20,000,000,000/% ) &R HE{E
HK$0.01 each) 001 (ZE—XRF : g
HE{E0.01BTT) 2 & @k 200,000 200,000
Issued and fully paid: BRTRAR
2,596,625,258 (2016: 2,403,625,258) 2,596,625,258[% (ZZF — /R F ¢
ordinary shares 2,403,625,258% ) 2 &A% 25,966 24,036
A summary of movements in the Company’s share capital is as ARARRAEH HEMT
follows:
Number
of shares Share Share
in issue capital premium Total
BETRA
K& B N e st
HK$'000 HK$'000 HK$'000
FHET FiER TR
At 1 January 2016 R-B-AE-f—H 4,528,126,292 452,813 145,361 598,174
Issue of shares upon conversion RB_ETN\Fr K

of the 2008 Convertible Bonds EHEETRN (W7 (a)

(note (a)) 490,000,000 49,000 - 49,000
Capital reorganisation (note (b)) ﬁzﬁiﬁﬁ (H1it(p) (4,014,501,034) (491,777) - (491,777)
Share Subscription (note (c)) RiDRE (W) 1,400,000,000 14,000 196,000 210,000
At 31 December 2016 and RZE-"¥+-A=1+—H

1 January 2017 k=Z—+%—H—H 2,403,625,258 24,036 341,361 365,397
Issue of shares upon conversion RB-ETNE AR

of the 2008 Convertible Bonds BEHEBETRG (HH(d)

(note (d)) 193,000,000 1,930 - 1,930
At 31 December 2017 RZZE—+&F+-A=F+—H 2596625258 25,966 341,361 367,327
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25. SHARE CAPITAL (continued) 25. RA (&)
Notes: Wizt
(a) On 6 May 2016, 490,000,000 ordinary shares of the Company of (@ RZE—-—X"EFRAANEB  AQF
HK$0.1 each were issued at a conversion price of HK$0.4 per share 490,000,0000% & R EE0.18 7T 2 & iR
upon partial conversion of the 2008 Convertible Bonds for a total RBPRB_ZSNFARREFEEDR
amount of HK$196,000,000 (note 29). 11+ #%85196,000,0008 T X L IRE AT

B B 190.47% 70 (BT #E29) °

(b) Pursuant to a special resolution passed at a special general (b) BERZZ—AFRA+-BHEITZERR
meeting held on 11 May 2016, a capital reorganisation (the “Capital ERAke tRAZRZE BAZA([E
Reorganisation”) became effective on 12 May 2016. The Capital RKERNRZE—A"FRAT-BER -
Reorganisation involved: EAEESR -

(i)  the consolidation of every five issued shares at a par value (y HBESABREEAI0BTZEEITR
of HK$0.10 into one consolidated share (the “Consolidated nEMA—REEARSBITZA B
Share”) of a par value of HK$0.50 (the “Share Consolidation”): B (Taoim ) (TRHAH])

(i) the reduction of issued share capital of the Company of (i ERFIHEBREBTAHEOZHE
HK$491,777,000 whereby the par value of each issued RIEA0.497%8 70 - BEBREETAH
Consolidated Share was reduced from HK$0.50 to HK$0.01 B n 2 EME 0508 THIRZ0.017%8
by cancelling HK$0.49 of the paid-up capital on each issued T RMBEEREETEHRM ZE
Consolidated Share such that the par value of each issued {EH0.50%8 7T 2 20.018 T BIR
Consolidation Share was reduced from HK$0.50 to HK$0.01 KRB BEITRA491,777,0007 7T
(the “Capital Reduction”); (TR ABIR )

(i) the reduction of authorised share capital of the Company (i) ARAAEERABBEMAS K
by reducing the par value of all Consolidated Shares from I fp 2 B B & k0.50% T § &
HK$0.50 each to HK$0.01 each resulting in the reduction EZBRO01EB T RERQABER
of the authorised share capital of the Company from % 7 §52,000,000,0005& 7T (9 A
HK$2,000,000,000 divided into 4,000,000,000 Consolidated 4,000,000,0000% & % M {E0.5078 7T
Shares of par value HK$0.50 each to HK$40,000,000 divided Z & Bk 13) B 240,000,0007% 7T
into 4,000,000,000 (the “New Shares”) of par value HK$0.01 per (% A4,000,000,000/% F IXE{E0.01
share; Bz ke (TFkG]))

(iv) the increase of authorised share capital of the Company (iv) #3812 3%16,000,000,0000% & i @
from HK$40,000,000 divided into 4,000,000,000 New Shares BEO.OTE T ZHRG B ARA
of par value HK$0.01 each to HK$200,000,000 divided into 7% T B& 4K F140,000,0008 7T (2 A&
20,000,000,000 New Shares of par value HK$0.01 each by the 4,000,000,000% & i ® {E0.018 7T
creation of 16,000,000,000 New Shares of par value HK$0.01 2R 1) ¥ hn £200,000,0007% T
each. (% /20,000,000,0000% & f% & &

0.01B T ZHMRM) o

Further details of the Capital Recoganisation are set out in the EABHEZE-—THBIRARARBEA
Company’s circular dated 15 April 2016. ZE-RFNATRBZAK -

Upon completion of the Capital Reorganisation on 12 May 2016, the BREBEN-_ZE-RNFRAT-HBHEK
issued share capital of the Company became HK$10,036,253 divided % ARABEITRA £10,036,2537%
into 1,003,625,258 New Shares. A credit amount of HK$491,777,000 JC 9 £1,008,625,258% 3 A% 17 o %
arising from the Capital Reduction was transferred to the contributed AN H R EE 4 2491,777,000/8 TR E 8B
surplus of the Company. The directors have been authorised to apply BERARBZHANESRG EEDER
the credit balance of HK$491,777,000 in the contributed surplus BERBEREMNSARRABEHELIEA
account of the Company in accordance with the applicable law to set 491,777,000/ 70 2 #EIR £ B2 RN K S5 AN A )
off against the accumulated losses of the Company. 2 2ETEE -
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SHARE CAPITAL (continued)

Notes: (continued)

(c) Pursuant to a subscription agreement and a supplemental agreement
entered into between the Company and Shun Wang Investments
Limited (the “Subscriber”),
November 2015 and 15 December 2015, respectively, the Company

an independent third party, on 27

issued an aggregate of 1,400,000,000 New Shares at a subscription
price of HK$0.15 per share to the Subscriber on 2 November
2016. The gross proceeds from the said subscription amounted to
HK$210,000,000.

(d)  On 20 January 2017, 193,000,000 ordinary shares of the Company of
HK$0.01 each were issued at a conversion price of HK$2.00 per New
Share upon partial conversion of the 2008 Convertible Bonds for a
total amount of HK$386,000,000 (note 29).

Share options

Details of the Company’s share option schemes and the share
options issued under the schemes are included in note 26 to the
financial statements.

SHARE OPTION SCHEMES

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 of the share option scheme include the directors and
employees of the Group. A share option scheme became effective
on 31 May 2002 and expired on 31 May 2012 (the “2002 Scheme”).
A new share option scheme was adopted and became effective on
28 March 2013 (the “2013 Scheme”). Unless otherwise cancelled
or amended, the 2002 Scheme and 2013 Scheme (collectively, the
“Share Option Schemes”) will remain in force for ten years from the
effective date.

The maximum number of unexercised share options currently
permitted to be granted under the Share Option Schemes was an
amount equivalent to, upon their exercise, 10% of the total number
of shares in issue as at the respective dates of approval of the
Share Option Schemes. The maximum number of shares issuable
under share options granted to each eligible participant in the
Share Option Schemes within any 12-month period was limited
to 1% of the shares of the Company in issue at any time. Any
further grant of share options in excess of this limit is subject to
shareholders’ approval in a general meeting of the Company.
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BA(E)
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(c) MEARBSHIR=ZZ—RAF+—A
“+tAR-E-AF+-A+HAEE
VEZHIEREBEEAR AR ([READ
UZRABHERELRE  ARARZE
—~NF+—AZAURBESKRRH.15
78 7L M R B A B 47 A #£1,400,000,0008%
MG o LMREEEZMGRIELES
210,000,000 7T ©

(d RZT—+tF—-A=Z+H AQd
193,000,000/ AR EE0.01% 7T 2 FilR
RBARBR_BENFIBRREFERESE
17 » #8%8/5386,000,0008 TR LB AT
F% 57 A% 132,007 7T (KT 5E29) o

BIRAE
ARRIEIR S B RRBA BRI R
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BB IR B RE ST 2
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Ef12fE AME R ER R E S A ER
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26. SHARE OPTION SCHEMES (continued)

Share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are
subject to approval in advance by the independent non-executive
directors. In addition, any share options granted to a substantial
shareholder or an independent non-executive director of the
Company, or to any of their associates, in excess of 0.1% of the
shares of the Company in issue at any time and with an aggregate
value (based on the price of the Company’s shares at the date of
grant) in excess of HK$5,000,000, within any 12-month period, are
subject to shareholders’ approval in advance in a general meeting
of the Company.

The offer of a grant of share options may be accepted within
28 days from the date of offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. Options may be
exercised at any time from the date of grant of the share options to
the end of the exercise period.

The exercise price of share options is determinable by the
directors, but may not be less than the highest of (i) the closing
price of the Company’s shares on the Stock Exchange on the date
of grant of the share options; (ii) the average closing price of the
Company’s shares on the Stock Exchange for the five trading days
immediately preceding the date of grant; and (iii) the nominal value
of the shares of the Company.

Share options do not confer rights on the holders to dividends or to
vote at shareholders’ meetings of the Company.

Under the 2013 Scheme, options were granted to eligible
participants and there were outstanding (but not yet exercised)
options to subscribe for a total number of 10,400,000 shares as at
31 December 2017, representing approximately 0.4% of the issued
share capital of the Company as at that date. The outstanding
options granted under the 2013 Scheme shall be subject to the
provisions of the 2013 Scheme and Chapter 17 of the Listing
Rules.

Under the 2002 Scheme, there were no outstanding options as at
31 December 2017.

26.

BRI ()

BTALNAEZ FETBAE FER
R HTABEAT 2 ERAEENSESE
SUHMITEREZERAAE UL REM
12EFHERAAREERE BILIEH
TEFIEEMBEATRLBRARR
REMEEBZETRN0.1%REE (RIE
RARBRHRBELERZERTE) BB
5,000,000/ 7T 2 fF ] B A Bl 7B A AR A 7]
BEAE EBERRE 2 ELEILE -

Rz BERARK T A #BHR28ANE
o BRATERBAINEKIETZR
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AETTEHRERITE -
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RERXLAHAAERS BRBRAZ
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ARRAE EREZHER -
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HEFNERAE R-_2—tF+=A
=+ -8B KARHABITEN HERK
1710) 2 B IR B3 2 ] R B & #£10,400,000
ARG EARARRZB 2B BITRASN
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BRSBEAET T —FHER TR
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26. SHARE OPTION SCHEMES (continued) 26. BREIRESTEI ()
2013 Scheme —E-ZF3E
The following share options were outstanding under the 2013 FROBREBE-_Z—=FHERRTEZE
Scheme during the year: PREIREM T
2017 2016
—E—tF ZE-RE
Weighted Weighted
average Number average Number
exercise price of options exercise price of options
METH BRipE 15 BREE
THE g8 THE g8
HK$ ’000 HK$ ‘000
BRET TR BRET TR
per share per share
=10 Bk
At 1 January n—A—H 0.66 14,160 0.132 71,800
Lapsed during the year* FRLW 0.66 (3,760) 0.66 (200)
Adjustment arising from the BRDEHEE AR
Share Consolidation - - - (57,440)
At 31 December R+=-—RA=1+—H 0.66 10,400 0.66 14,160

# During the year ended 31 December 2017, 3,760,000 (2016: 200,000)
share options lapsed upon the cessation of employment of two
participants (2016: 1 participant) in accordance with terms of the

2013 Scheme.
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26. SHARE OPTION SCHEMES (continued) 26. BERERESTE(Z)

2013 Scheme (continued) —E-ZF8(E)

The exercise prices and exercise periods of the share options REERESHERBARTEBRGE ZTE
BRITEHMT

outstanding as at the end of the respective reporting periods are

166

as follows:
2017 —E-LF
Number of options Exercise price per share* Exercise period
EREMEHAE BRTEE* T
’000 HKS$
TR BT
10,400 0.66 06-09-14 to 05-09-19
ZE-NFEARAARBE
—E2-NEAAAA
10,400
2016 —E-RE

Number of options

Exercise price per share”

Exercise period

BRBEHE GRITEE" 1118
‘000 HK$
T BT
14,160 0.66 06-09-14 to 05-09-19
“ZE-WUFEAAABEZE
ZZE-NFNAREA
14,160

The exercise price of the share options is subject to adjustment in

the case of rights or bonus issues, or other similar changes in the

Company’s share capital.

Y BRHEZTEENEE SR EA R ET
FARFIRA 2 MR UE BT FLAHE -
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26. SHARE OPTION SCHEMES (continued)

2002 Scheme

The following share options were outstanding under the 2002

26.

BREETE(E)
i

FRBE_TT_FHEARATELE

Scheme during the year: PREIREM T
2017 2016
“Z-tF —T-RF
Weighted Weighted
average Number average Number
exercise price of options  exercise price of options
T BREE 715 BREE
THE E{E] T E L
HKS$ HK$
per share ’000 per share ‘000
BRER TR BhRET Tk
At 1 January R—A—H 0.80 1,340 0.273 13,200
Lapsed during the year** FRLH 0.80 (1,340) 0.40 (6,260)
Adjustment arising from the BROGH EXZHE
Share Consolidation - - - (5,600)
At 31 December R+-—A=+—8H - - 0.80 1,340

# During the year ended 31 December 2017, 1,340,000 (2016:
6,200,000) share options lapsed at the end of the exercise period in
accordance with terms of the 2002 Scheme. During the year ended
31 December 2016, 60,000 share options lapsed upon the cessation

of employment of 1 participant.
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26. SHARE OPTION SCHEMES (continued) 26. BREAEITE(E)
2002 Scheme (continued) “EZCFHE(E)
The exercise prices and exercise periods of the share options RBERR ARARABRBE ST _F5 &
outstanding as at the end of the respective reporting periods are WELREATFEERAE RS —X
as follows: ¢+_H:+—El|énikmﬂ%ﬂx,ﬁwé2ﬁ
EERTERNT
2016 ZE-RF
Number of options Exercise price per share* Exercise period
ERAERE BRITERE 17{E 8
‘000 HK$
TR BT
1,340 0.80 06-01-12 to 05-01-17
e G ES
—tf—HAhH
1,340
*  The exercise price of the share options is subject to adjustment in Y EREE 2 TR B B EER AR T
the case of rights or bonus issues, or other similar changes in the AN BIRA 2 H OV B i T AT -
Company’s share capital.
No share option expense was recognised for the years ended 31 HEZZ—+FRT—R"F+ZA=1+—
December 2017 and 2016. RIEEE BEERBRBERS -
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SHARE OPTION SCHEMES (continued)

At the end of the reporting period, the Company had 10,400,000
share options outstanding under the 2013 Scheme. The exercise
in full of the outstanding share options would, under the present
capital structure of the Company, result in the issue of 10,400,000
additional ordinary shares of the Company and additional share
capital of HK$104,000 and share premium of HK$6,760,000
(before issue expenses).

At the date of approval of these financial statements, the Company had
10,400,000 share options outstanding, which represented approximately
0.4% of the Company’s shares in issue as at that date.

RESERVES
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 on pages 85 to 87 of the financial
statements.

PARTLY-OWNED SUBSIDIARY WITH MATERIAL
NON-CONTROLLING INTERESTS

Details of the Group’s subsidiary that has material non-controlling
interests are set out below:

26.

27.

28.

BRI ()

RBEHEK  ARARARE-Z—=F:3
510,400,00017 14 & 17 8 ix BA 4 - 1R &
ARARIZBBERALRE  2HITERAKT
158 B PR B 4 1 8 308 9710,400,000% A& 22
FIEEING B AR K FE SR AN 104,000 7T & %
174 186,760,000/ 7T (MBREFTH AT ©

R EATBHBRRBE  ARaE
10,400,00017 & R 77 BE PR B4 - (h AR
BIRNE B 2B BITRHH0.4% -

i
REEIRESBERAAFERBEEE
ZRERDRAHHERFTTE L
AREEDE -

BEEAKEREGZZHFZENBE AT

REEAKERERZAREMBLRRZ
ABEIMT

TENE TENE
2017 2016
—ZE—LF —ENF
Percentage of equity interest held by RNt -A=+—H 2z
non-controlling interests at 31 December  FIEIRET S 10% 10%
2017 2016
—E—tF —E-REF
HK$°000 HK$'000
TET FET
Profit for the year allocated to DEEFERER ZAFE
non-controlling interests il 15,297 4,199
Accumulated balances of non-controlling ¥4 B EI 2 JEE R & K5t 56
interests at the reporting date 39,101 22,274
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28. PARTLY-OWNED SUBSIDIARY WITH MATERIAL 28. BEEAFERERZHEZENBLT
NON-CONTROLLING INTERESTS (continued) (&)

The following tables illustrate the summarised financial information TRE LB AR MR HBE

of the above subsidiary,&%#13. The amounts disclosed are HEZE -FMBEEZ&BAVRELMAT]
before any inter-company eliminations: LESg et

2017 2016

—ZT—+tF —E-RF

HK$°000 HK$'000

THER TAT

Revenue WA 1,330,791 792,518

Other income and gains H A R ez 121,726 31,369

Total expenses F = 1B 3R (1,299,542) (781,894)

Profit for the year IRF & g A 152,975 41,993

Total comprehensive income for the year AR [E 2 E A% 168,272 28,041

Current assets MEEE 573,419 480,525

Non-current assets FRBEE 507,007 412,106

Current liabilities mEBAE (725,920) (704,639)

Non-current liabilities FREEE (5,313) (5,057)

Net cash flows from operating activites ~ KEEL XK 7B RS 3 123,645 36,022
Net cash flows used in investing activites FARBE A XK 2R e RS %5 (123,714) (36,100)
Net decrease in cash and cash equivalents 31 4& R & ZEEMHE D F 8 (69) (78)
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29. CONVERTIBLE BONDS
(A) 2016 Convertible Bonds

NOTES TO FINANCIAL STATEMENTS
M B O® R KB

31 December 2017 —~&F—-t4+_H=+—H

29. WERES

NEAJRRES

Pursuant to a subscription agreement entered into between
Kailuan and the Company on 13 April 2016, the Company
issued convertible bonds with a principal amount of
HK$43,277,000 (the “2016 Convertible Bonds”) to Kailuan on
2 November 2016. The 2016 Convertible Bonds bear interest
at 2.5% per annum, mature 1 year from the issue date and are
extendable for one additional year subject to the agreement
between the Company and the bondholder. The 2016
Convertible Bonds carry a conversion right entitling the holder
to subscribe for the Company’s shares at a conversion price
of HK$0.06 per share.

The 2016 Convertible Bonds are convertible at the option

(A) —=—

BERERAANR TGN
AT=ZBFIU 2 REHE - A2AR
TE-RNE+-AZBETEASHE
/43,277,000 T2 AJ Rk ES ([ =
T-RENBEKES]) FTHE  —F
—ANFEIRRESF CEEXREF
25% BE{TAME—FEIE 7
NN Tﬁ1%H%A% B FEINE
R—F - ZF—A"FARREHMSE
Zﬁ%%%%ﬁAﬁ%EQkﬂﬁE
0.06BTLREANRRN

CE-REFUBRRESTEIHMAR

of the holder into the Company’s ordinary shares during the E+EZEXERREERIBEZH
period commencing from the seventh business day prior to —HEm 2 BE - hizﬁ”%ﬁ/\z,_ﬁﬁ
the maturity date and expiring on the date immediately before BBRERDNBIEEER  WHHBRAET

the maturity date, provided that the conversion does not
trigger off a mandatory offer obligation under Rule 26 of the
Hong Kong Code on Takeovers and Mergers and the public
float of the Company’s shares shall not be less than 25% of
total issued shares of the Company, in which:

(i)  The bondholder has a right to convert up to 50% of the
principal amount of the 2016 Convertible Bonds into the
Company’s shares at any time throughout the conversion
period at its sole and absolute discretion; and

(i) The bondholder has a right to convert the remaining
50% of the principal amount of the 2016 Convertible
Bonds subject to the consent of the Company.

The Company has a right to redeem the whole or part of the
outstanding 2016 Convertible Bonds at 100% of the principal
amount and accrued interest at any time before the maturity
date by giving the bondholder not less than 14 days prior
notice during the outstanding period.
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29. CONVERTIBLE BONDS (continued)
(A) 2016 Convertible Bonds (continued)

29. WRES (&)
(A) —Z—REUBRKRES (&)

172

On the maturity date, any of the 2016 Convertible Bonds not
converted or redeemed during the tenure will be redeemed at
100% of the principal amount with accrued interest.

As a result of the Share Consolidation, the conversion price
of the 2016 Convertible Bonds was adjusted from HK$0.06
per share to HK$0.3 per New Share pursuant to the terms
and conditions of the 2016 Convertible Bonds. The number
of shares upon conversion would be adjusted in accordance
with the adjusted conversion price.

The fair value of the 2016 Convertible Bonds as a whole
was HK$38,340,000 on the issue date of which the fair value
of the liability portion of the 2016 Convertible Bonds was
HK$38,190,000 and the equity portion was HK$150,000.

On 30 December 2016 (the “2016 Amendment Date”), the
Company and Kailuan entered into an agreement whereby
the maturity date of the 2016 Convertible Bonds was
extended to 2 May 2018 (the “2016 Amendment”). Other
than the maturity date, all terms of the 2016 Convertible
Bonds remain unchanged. In light of the terms of the 2016
Amendments, the Company reassessed the fair values of
the 2016 Convertible Bonds at the 2016 Amendment Date.
The fair values of the liability component and the equity
components at the 2016 Amendment Date were determined at
HK$36,835,000 and HK$150,000, respectively. The net effect
of the 2016 Amendment was a gain of HK$2,303,000 which
was recognised in the consolidated profit or loss.

The fair values of the liability component of the 2016
Convertible Bonds at the issue date and the 2016 Amendment
Date were estimated using an equivalent market interest rate
for a similar note without a conversion option. The respective
residual amounts are assigned as the equity components and
included in the convertible bonds reserve.
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29. CONVERTIBLE BONDS (continued)

29. ABRES (&)

(A) 2016 Convertible Bonds (continued)
On 22 December 2017 (the “2017 Amendment Date”), the
Company and Kailuan entered into an agreement to vary

certain terms and conditions of the 2016 Convertible Bonds

(the “2017 Amendments”). The amendments included but

were not limited to the following:

(i) the maturity date of 2 May 2018 was extended to 31

August 2019;

(ii) the conversion period was changed to the period

commencing from fulfilment of conditions precedent of
the 2017 Amendments up to 31 August 2019; and

(iii) the holder of the 2016 Convertible Bonds will have the
right to convert 100% of the principal amount of the 2016

Convertible Bonds at any time during the conversion

period.

Further details of the 2017 Amendments are set out in

the Company’s announcement and the circular dated 22

December 2017 and 15 January 2018, respectively.
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29. CONVERTIBLE BONDS (continued) 29, AR ES (E)

174

The 2017 Amendments are subject to the fulfilment of certain
conditions including (i) the necessary consents and approval
of the amendments including the approval from the Stock
Exchange and (ii) the approval of shareholders at a special
general meeting held on 5 February 2018 (the “SGM”").
The 2017 Amendments were approved at the SGM held on
5 February 2018 and other conditions were fulfilled on 5
February 2018.

The 2017 Amendments constituted a significant modification
and was accounted for as an extinguishment of the 2016
Convertible Bonds and an issue of new convertible bonds
(the “2017 Convertible Bonds”). In light of the terms of the
2017 Amendments set out above, the Company reassessed,
as at the 2017 Amendments Date, the fair values of the 2016
Convertible Bonds and the 2017 Convertible Bonds. The net
effect of the 2017 Amendments is the recognition of a loss of
HK$188,000 charged to the profit or loss.

The fair value of the liability component of the 2017
Convertible Bonds as at 31 December 2017 was
HK$41,427,000. The fair value was calculated by discounting
the future cash flows at the prevailing market interest rate at
the end of respective reporting periods.

There was no conversion or redemption of the 2016
Convertible Bonds and the 2017 Convertible Bonds during
the years ended 31 December 2017 and 2016 or subsequent
to the end of the reporting period.

(A) 2016 Convertible Bonds (continued) (A) ZBE-—RETRRES(Z)
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29. CONVERTIBLE BONDS (continued)

29. ABRES (&)

(A) 2016 Convertible Bonds (continued) (A) —E-—RFUBRRKRES (&)
An analysis of the liability and equity components of the 2016 TE-RERZE—+FABERES
and the 2017 Convertible Bonds on the issue date and the RETEBHZARRERE D 2O
movements during the years ended 31 December 2017 and MHEZE—+ERZT-RFt+=
2016 is as follows: A=+—RHILFEZEFHNMT :
Liability Equity
component component Total
= EEmED #Er
HK$’000 HK$’000 HK$’000
TAERT TER FHER
On date of issue at 2 RETEBH-_T—RF
November 2016 +—AZH 38,190 150 38,340
Interest expense FERX 948 - 948
Gain arising from amendment {£3] =& —XF
of the 2016 Convertible Bonds m[# B FTESE
Z W (2,303) - (2,303)
As at 31 December 2016 and R=—Z— X F+_-F
1 January 2017 =+t—HAR-Z—+%F
—H—H 36,835 150 36,985
Interest expense before ZE-EFEIA
the 2017 Amendments 2 BRE 5,790 - 5,790
Transfer of interest expense to  F| S8R %= H
other payable FE IR 3K (1,083) = (1,083)
Loss on extinguishment of HEk —E— A F
the 2016 Convertible Bonds AR EHFTE L
2B 1,362 - 1,362
Transfer of equity component M EERBHOEES
to accumulated losses upon Rt EE
extinguishment - (137) (137)
Extinguishment of the 2016 BEEBRZZT—RF
Convertible Bonds ARERES (42,904) (13) (42,917)
Recognition of the 2017 EMAZ_E—+4F
Convertible Bonds AR E 5 41,375 368 41,743
Interest expense of the 2017 —ZE—+E AR ES
Convertible Bonds ZHBHRX 52 - 52
At at 31 December 2017 R-Z—tF+-A
=+—H 41,427 368 41,795
ANNUAL REPORT 2017 4 #
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29. CONVERTIBLE BONDS (continued) 29, AR ES (E)

176

The Company issued two tranches of zero coupon convertible
bonds, each with a principal amount of HK$1,100,000,000, to
Mr. Wu Jixian on 16 May 2008 (the “Tranche 1 Bonds”) and
on 31 October 2008 (the “Tranche 2 Bonds”) (collectively,
the “2008 Convertible Bonds”), with maturity dates on the fifth
anniversary of the respective dates of issue, as the partial
settlement for the acquisitions of Pride Eagle Investment
Limited and Joy Wisdom International Limited, respectively.
On 31 July 2013, a supplemental deed was entered into
to extend the maturity date of the Tranche 2 Bonds to 31
October 2018.

The 2008 Convertible Bonds have accrued no interest and
are freely transferable, provided that where they are intended
to be transferred to a connected person (as defined in the
Listing Rules) of the Group (other than the associates of the
bondholder), such transfer shall comply with the requirements
under the Listing Rules and/or requirements imposed by the
Stock Exchange, if any.

The bondholder may, at any time during the respective bond
issue periods, convert in whole or in part the 2008 Convertible
Bonds into ordinary shares of the Company at the conversion
price of HK$0.4 per share, subject to adjustments. Any
portion of the bonds which remains outstanding on the
respective maturity dates shall be mandatorily converted into
new shares of the Company. The total number of ordinary
shares of HK$0.1 each to be converted from the 2008
Convertible Bonds at a conversion price of HK$0.4 per share
is 5,500,000,000.

(B) 2008 Convertible Bonds (B) —EZENFABRRES

ARADRR—_EZENERAB+H
(B—#EHF) RZTZTNETA
:"1——5 (E-#tEH]D (HFEBI=

ZNFATRRES]) AREE R E
?ﬁ—‘fﬂﬁﬁ?ﬁt$i§ﬁ%}%1,100,000,000
BTzZTEARKRES JHAAR
HZ B 2R 52 X [fPride Eagle
Investments Limited}Joy Wisdom
International Limited z WM #TE
BRAEFRARAFZA RZT—=F
TAZT—HITYRRRE  UEE
THEFIMACHE-S-N\F T
A=+—RH-

ZET N\FURREFATIERA
BHES HNURRESHREZET
BHEHEABEA LU Z REERE
‘$/\i(i%ﬁtmﬁﬁu) R EEE
BETEMRAZEER,/BR
FﬁamZ%ﬁm(ﬁﬂﬁ) °

WJH+

BHERBATRE B 2EFETHRE

CBERE R HREFR0.4B T (P T
%)H%\%ﬁaﬁzﬁm:%%/wmﬁ
BREHFAEBEARALBER - NEB
%@Hhﬁmﬁmﬂ BEH 58 6l
ARARRFBRG c ZEENF K
RESARABETROABTHLER
4 #£5,500,000,0004% & f% H {0.178

(=)
ﬁZjE‘T‘ R o

xpﬁﬂx:%}

As a result of the Capital Reorganisation, the conversion price HREAREHE  LBREHFR04ET
was adjusted from HK$0.4 per share to HK$2.00 per New ABREERFRMH200E T ALK
Share and the number of shares upon conversion would be BZBRHBEBRREAZRLBEE
adjusted in proportion to the adjusted conversion price. 1THE -
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29. CONVERTIBLE BONDS (continued)

29. ABRES (&)

(B) 2008 Convertible Bonds (continued)

(B)

The 2008 Convertible Bonds are considered equity
instruments and are included in equity in the convertible
bonds reserve.

The fair value of the 2008 Convertible Bonds was determined
by reference to the quoted market prices of the ordinary
shares of the Company, being HK$0.66 per share and
HK$0.57 per share, at the respective issuance dates of the
Tranche 1 Bonds and the Tranche 2 Bonds.

In prior years, the Tranche 1 Bonds and partial of Tranche 2
Bonds had been converted into shares of the Company.

On 6 May 2016, the Tranche 2 Bonds with an aggregate
carrying amount of HK$279,300,000 and a principal amount
of HK$196,000,000 were converted into 490,000,000 shares
of the Company, HK$49,000,000 and HK$230,300,000 were
transferred from the convertible bonds reserve to share
capital and the contributed surplus, respectively.

As at 31 December 2016, the remaining Tranche 2 Bonds had
a carrying amount of HK$550,050,000, which was included
in the convertible bonds reserve. The principal amount was
HK$386,000,000.

On 20 January 2017, the remaining Tranche 2 Bonds were
fully converted into 193,000,000 New Shares of the Company,
HK$1,930,000 and HK$548,120,000 were transferred from the
convertible bonds reserve to share capital and contributed
surplus, respectively.

As at 31 December 2017, the Tranche 2 Bonds were fully
converted into shares of the Company.

30. PLEDGE OF ASSETS
The Group had no pledged assets as
Nil)

“EENFURRES (E)
“ER)\FAUARBESFEARKRAT
£ R iES G BERZT

“EEN\FARRESFCAAETLE
SERRREBRZMEGREETE
RE-HEFRE-_HREFNEE
BITHMD B AER0.66BTRER
0578 7T °

F-RHEFRBNE_HBEFERE
EFERERBBARAIR -

RZE—XR"FRANABKRA
B //279,300,0008 Tk A& A
196,000,000 T 2 & —_#EHFBE
3% B 7K1 §]490,000,0008% 8% 17 ©
49,000,0007% T }230,300,000/% 7T
DRI RREFFEEE ARER R
ANE R o

RZZE—XFE+-A=+—H8 &T
2 EZHES 2 REE /550,050,000
B HEMATRRESRHE - &
% %8 /386,000,000 7T °

RZE—+tF—A=Z+H #%T
CE_MBEFECHLBBERT
193,000,000 #f f% £ © 1,930,000/
7T 1% 548,120,000/ 7L 7 Al AJ AR B
SREBARTRBAZRRS -

RZE—tF+ZA=+—H %=
HEFC2HABRBADRRD

30. EERMA
ARER_T—tFT_A=1—H#HE
BEERAEBE(CT—RF &) -

at 31 December 2017 (2016:
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31. COMMITMENTS 31. &I
(a) Capital commitments (a) BEFREE
The Group had the following capital commitments at the end REBRREBRRE U TEARHAIE

of the reporting period:

2017 2016
—E-LF —T-RF
HK$’000 HK$'000
TER FAT
Acquisitions of plant and equipment: WEERE KRR
Contracted, but not provided for BEI4  BEREE 3,355 11,262
(b) Operating lease commitments (b) REHERE
As lessee TERATEA
The Group leases certain of its leasehold interests in land and REEREBELEHELHRES T+
properties under operating lease arrangements. Leases for WRMEZHEER - MEZHEEH
properties are negotiated for terms ranging from one to ten BRipER—Z2T5 -
years.
At 31 December 2017, the Group had total future minimum RZE—tF+ZA=+—H8 K%
lease payments under non-cancellable operating leases BEREAITHELCEEEZRRRE
falling due as follows: HeBBIMOT
2017 2016
—E-iF —E-RE
HK$’000 HK$'000
TER FTAT
Within one year —FR 4,813 4,290
In the second to fifth years, inclusive F_EEZFNE(BREEEME) 5,766 9,569
10,579 13,859
32. CONTINGENT LIABILITIES 32. IRERE
As at 31 December 2017, the Group did not have any significant RZE—+tF+ZR=+—H F5£EY
contingent liabilities which have not been provided for in these EEMEARTBERRAELBEEZER
financial statements (2016: Nil). FRAB(ZE—RFE) -
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33. LITIGATIONS

(a)

On 29 April 2015, REFHFEXEBR QA (Tianjin Fudite
Company Limited) (“Tianjin Fudite”) issued a writ of summons
against (i) &M% and (i) the Non-controlling Shareholder
in relation to an alleged breach of repayment by & &%
pursuant to a repayment agreement entered into among
Tianjin Fudite as the creditor, € &3 as the debtor and
the Non-controlling Shareholder as the guarantor on 12
February 2015. According to the writ of summons, Tianjin
Fudite claimed against &M% and the Non-controlling
Shareholder for a total sum of RMB13,499,000 (equivalent to
HK$15,938,000), comprising the outstanding trade payables
of RMB12,729,000 (equivalent to HK$15,029,000) plus
interest from the default payment of RMB672,000 (equivalent
to HK$793,000) and related legal expense of RMB98,000
(equivalent to HK$116,000). Objection and appeals over
jurisdiction to handle the case were filed by £%#1% and
were rejected by the relevant courts in June and August
2015, respectively.

In prior years, 22MARZE issued REHARE in which
a mediation agreement was entered into between ©% %
and Tianjin Fudite pursuant to which £&HM3% will repay the
outstanding sum by instalments. As at 31 December 2016,
$%5 5= was liable for the total claims of RMB14,053,000
(equivalent to HK$16,586,000).

Up to 31 December 2017, the Group has settled
RMB7,000,000 (equivalent to HK$8,265,000). Additional
provision of interests expense of RMB1,671,000 (equivalent to
HK$1,922,000) was estimated and accrued by management
based on the default rate of the People’s Bank of China
during the year ended 31 December 2017. As at 31
December 2017, ©&/3% was liable for the total claims of
RMB8,724,000 (HK$10,243,000).

To the best knowledge of the directors, no further legal action
has been lodged by Tianjin Fudite up to the approval date
of the financial statements and the Group is still negotiating
with Tianjin Fudite for the settlement plan. In the opinion of
the directors, appropriate provisions have been made in the
financial statements for the years ended 31 December 2017
and 2016.
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33. LITIGATIONS (continued) 33.
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(b)

On 25 September 2015, MNABEBKHBER A F
(Hangzhou Relian Group Holding Limited) (“Hangzhou
Relian”) issued a writ of summons against (i) RFRBERHE
FEREEEESAER AT (Zhangjiagang Kanghui International
Trading Limited) (“Kanghui International”) and (ii) €%
% in relation to an alleged breach by Kanghui International
of an agency agreement (as amended and supplemented
by the supplemental agreement dated 5 May 2014) (the
“Agency Agreements”) entered into on 30 December 2013
among Hangzhou Relian as the agent, Kanghui International
as the principal and £#%H1% as the supplier and guarantor
in relation to the supply of coke by €&HE to Kanghui
International through Hangzhou Relian. According to the
writ of summons, Hangzhou Relian claimed against Kanghui
International and © &%, for a sum of RMB4,318,000
(equivalent to HK$5,098,000), being the outstanding sum
payable by Kanghui International to Hangzhou Relian under
the Agency Agreements.

During the year ended 31 December 2017, #L&MMN T
IFEARZER has issued REHAE, pursuant to which,
Kanghui International and ©&#3% were liable to pay
Hangzhou Relian a sum of RMB4,350,000 (equivalent to
HK$5,136,000). In the opinion of the directors, adequate
provision has been made in the financial statements for
the years ended 31 December 2017 and 2016. To the best
knowledge of the directors, no further legal action has been
lodged by Hangzhou Relian up to the approval date of the
financial statements.

(b)

RZZE-—REAA-THE  ME
HEBRMH AR AR ([RMEE]) [
WERBRHERBRABRESERA
A ([FEER]) R(iNeaMEELE
Motk REREREERERK -
—=F+Z A=t HNMBH (EAK
BA) REBERAEEAEEA) RS
Nz (EREERRERA)EIL
ZREWHE (KAHA-T—NFA
RABZHABZBIRER  [RE
H#El)  NABBEEMEEBNMN
BB ) B VR B PR A PR AR AR AR PR 1R o
RIBZE R A - 00 ZEE ) B 02 B
BReEMEERBEERBHREET
FIEER AN ABORTSEA
R #4,318,0007T (18 % 75,098,000
BIL) °

REZE-T—+F+=-A=+—HL
FE HIEMMNTITEARER
BHTREHRE Bt - BEERK
keaMzARMMBEBEGTAR
#4,350,0007T (18 5 5°5,136,000/%
L) c EEZREB RNBEZZT—+tEK
“E-XFE+-A=+-BItEEZ
MBRRCELEHEE - RESMH
H-EEMBBREEHEE  mNR
B A 3 — PR R AR
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33. LITIGATIONS (continued)

(c)

The Group received notification issued by ILFa& KR ARE
B (Shanxi Province Taiyuan City Intermediate People’s Court)
(the “Court”) dated 20 May 2016 in which IUFEEE R ER A
A] (Shanxi International Logistic Co., Ltd.) (“Shanxi Logistic”)
commenced legal action against €% M%. Pursuant to the
statement of claim, €% 1% failed to deliver goods and failed
to repay the prepayment of RMB50,000,000 (equivalent to
HK$59,035,000) received from Shanxi Logistic in accordance
with the cooperation agreements entered into by Shanxi
Logistic and £%#% in March 2013, on 1 April 2014
and 1 May 2015 respectively. As a result, Shanxi Logistic
demanded £ &F% to repay RMB50,000,000 (equivalent
to HK$59,035,000) plus profits forgone of RMB14,894,000
(equivalent to HK$17,410,000) and related legal expense of
RMB183,000 (equivalent to HK$214,000) up to 29 February
2016 as a result of the non-delivery of goods by &% 5.

During the year ended 31 December 2016, a civil mediation
agreement (the “Civil Mediation Agreement”) was entered into
to confirm, among others, that the sums owed by &% to
Shanxi Logistic amounted to RMB65,077,000 (equivalent to
HK$76,659,000) as of 11 April 2016 and such sums should
be repaid on or before 30 May 2016. Subsequently, &%
3, Shanxi Logistic, the Non-controlling Shareholder and
the controlling owner of the Non-controlling Shareholder
(collectively, as the Guarantors of ©#&M3) entered into
a settlement agreement (the “Settlement Agreement”)
regarding the execution of the Civil Mediation Agreement.
Pursuant to the Settlement Agreement, £&M% shall
settle RMB31,000,000 (equivalent to HK$36,500,000) by
instalments by 31 December 2017, and monthly instalments
of RMB6,000,000 (equivalent to HK$7,100,000) from January
2017 onwards until the full settlement of the outstanding sums
(including interest accrued and to be accrued thereon).

The Group has been in negotiation with Shangxi Logistic to
re-arrange the payment schedule under the Settlement Agreement.
To the best knowledge of the directors, no further legal action
was lodged by Shangxi Logistics up to the approval date of the
financial statements. In the opinion of the directors, appropriate
provision has been made in the financial statements for the year
ended 31 December 2017.
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FT A=t HAULFEZMBERRCHE
O B
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34. RELATED PARTY TRANSACTIONS 34. HBEABEALTZRS

(a) In addition to the transactions and balances detailed (a) MUFEHHREMM A AFLZ R
elsewhere in these financial statements, the Group had the SRS REBRFERNEREA

TAETIRS

following transactions with related parties during the year:

182

2017 2016
—E—+t& —E-REF
Notes HK$°000 HK$'000
fitsx TR THL
With the Non-controlling Shareholder: BLIEPR AR AR -
Sales of electricity HEEN (i) 264 782
Sales of coke HE &K (i) - 178,792
Sales of by-products HERE® (i) - 12,525
Purchases of refined coal REBRE (i) 169
Purchases of sundry materials RERENH (i) 382 4,968
Rental expense HeMX (i) 1,150 1,169
Disposal of items of property, plantand ~ HEYE BENIEEEE (iv)
equipment 702 -
With a related company which is a BERENA (BIFERREZ
subsidiary of the Non-controlling IENEE
Shareholder:
Sales of electricity HEEN (i) 411 1,330
Disposal of an available-for-sale HETHEERE (iii)
investment - 2,248
Transportation income 1N (i) 1,051 -
With related companies which are HEENR (BEERBREREZ
associates of the Non-controlling L /NETDIE
Shareholder:
Sales of electricity HEEN (i) 1,145 2,10
Sales of sundry materials HER B R (i) -
Purchases of raw coal FERE (i) 115 8,236
With a related company which is held by~ HEJER A (RIERRREE
a close family member of the beneficial ~ #HEEAZEZHBREE) :
owner of the Non-controlling Shareholder:
Sales of raw coal HERE (i) - 593
Purchases of refined coal RERE (i) 29,616 31,690
With a company which is owned by a member EAEE T EEERASHF 2
of key management personnel of the Group: ‘A7) :
Sales of by-products HERIER (i) 112 13
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34. RELATED PARTY TRANSACTIONS (continued)
(continued)

(a)

Notes:

(i)

(i)

(iif)

(iv)

()

(ii)

The transactions were conducted on bases mutually agreed by
the respective parties, with reference to prevailing market rates
or prices similar to those transacted with the Group’s third party
customers/suppliers.

The rental expense was charged based on terms mutually
agreed between the contractual parties.

The consideration was determined with reference to the
Group’s investment cost.

The consideration was determined with reference to the
carrying amount of the property, plant and equipment.

(%)

34, HEEAL XS (&)
(a

)

Wit -

(i)

25 TRERT S RARE 2R
W1 WESEER ISR ERE
AEBME=HEF/ HEBZRS
ZIREEEME -

BERX TR DT KRR E 2§
KR @

REDSERKEZBERAEE °

RED2EYE - BELEBZRE
BEE

Outstanding balances with related parties (b) HEEALTZREEES
Balances with the Non-controlling Shareholder at the (i)  REmEHBREIIER R 2 &84
end of the reporting period are set out in note 18 to the N B IRERI 8 -
financial statements.
A summary of the Group’s balances with other related (i) ARFHEEMEEARZEHRZ
companies is set out below. BT AT o
2017 2016
—E—+F —E-RF
Notes HK$’000 HK$’000
i FET FET
Trade receivables from related BENRZE S EIIER
companies 17 40,462 38,073
Prepayments, deposits, and BENR ZTBNRIEA
other receivables from related & & H it B IR X
companies 19 6,419 2,248
46,881 40,321
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34. RELATED PARTY TRANSACTIONS (continued) 34, HBEEATZRG (&)
Notes: (continued) Mt (&)
(b) (continued) (b) (&)
(i) (continued) (i) (#&)

(iii)

These related companies are affiliates of the
Non-controlling Shareholder.

ERRRIFERRR 28

With respect to the balances as at 31 December 2016, RZE-—R"FT+ZA=1+—HB2
the Group and the Non-controlling Shareholder entered RAME  AEERFERKRE

into an indemnity agreement on 1 March 2017, pursuant
to which the Non-controlling Shareholder undertook that
if any amounts were not settled by the respective parties
at 31 December 2016, it would settle the amounts on
their behalf by monthly instalments of RMB10,000,000
after its new coking plant started operation in October
2017.

The Group and the Non-controlling Shareholder
renewed the indemnity agreement on 6 March 2018 to
cover the balances outstanding from affiliates of the
Non-controlling Shareholder at 31 December 2017.
Pursuant to the renewed indemnity agreement, the
Non-controlling Shareholder undertakes that if any
amounts were not settled by the respective parties by
30 June 2018, it will settle the amount on their behalf
by monthly instalments of RMB10,000,000 after the new
coking plant starts operation in August 2018.

As at 31 December 2017, included in trade payables
(note 21) were payables to related companies, which

(iif)

RZZE—tF=A—HIUREE
ek - Bt - FERREF A
1@&@&%@54\*7_/\@‘%*)%
=+ —BZAKRBEBINFE
B HBER-_Z—+E+AHE
KBRS ERERERBRA
A& H3 A R #10,000,000 0 45 &
ZEE o

REE &I Hxﬂx%bw_y N
F=ARNBETRERZNR
ER-_ZT—+tF+RA=1—
B3R AR R 2 B B /‘*TZ?%
BELEH - RBEETMERS

SEPE AR AR R A - R RN
ZE-NFRA=ZTHZAIKR
BEBNARZE  HERZF
—NENAFTERBERBEER
EHRERAZAUNGHARE
10,000,0007T & % 2 58

R_E—+F+-_A=+—8"
STAEZEMRZ (HE21) A

are affiliates of the Non-controlling Shareholder, of JE 151 8 38 A R 3K 7E5,229,000/8
HK$5,229,000 (2016: HK$7,687,000). TL(ZF—XF : 7,687,000
T RERAIREERRR 2

Details of the terms are set out in note 21 to the financial
statements.
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34. RELATED PARTY TRANSACTIONS (continued) 34.

Notes: (continued)

(b)

(c)

(continued)

(iv) As at 31 December 2017, included in other borrowings
were loans from a director of the Company of
HK$1,751,000 (2016: HK$1,907,000) and a director of
©5 M3 of HK$3,195,000 (2016: HK$3,480,000).

Details of the terms of these balances are set out in note
23 to the financial statements.

Commitments with a related party

On 30 May 2010, ©£% %% entered into a 10-year
operating lease arrangement ending 29 May 2020 with
the Non-controlling Shareholder to lease the land for the
Group’s production plants. Total rental expenses paid to
the Non-controlling Shareholder for the year are included
in note (a) above. The total operating lease commitments
due within one year and in the second to fifth years as at 31
December 2017 were approximately HK$1,181,000 (2016:
HK$1,124,000) and HK$1,673,000 (2016: HK$2,716,000),
respectively.

Compensation of key management personnel of the Group:

The remuneration of directors and other members of key
management during the year was as follows:

HEEATZRS (&)
Hiit - (&)

(c)

(iv) RZE—tF+ZA=+—8"
SHAEMEEARAAR —RES
ZEF1,751,0008 7T (ZFE—X
F 1,907,000 ) k& aME
— R E = 2 E503,195,000/% 7T
(ZZF—7<% : 3,480,000/ 7T) °

ZEE B ETEN BRI
523 °

BB AT 2RI

E-TERA=1H £ENE
EIFERBRITTI0FELHER

(BE2-Z-_ZHRB=-tAhBA
) U AEBEERBAELH -
AEENTFHRERBE 2 AR B
BHENEXHFQ R T+ F
+T-A=Z+-HB R-—FARE-ZE
FRFIHrAEHERERED
A4 41,181,000 7 (Z T — /R F -
1,124,000 7t) }1,673,000% 7t (=
T —7N4F 2,716,000/ 7T) °

s
-/

AEEFEEBAEZEHM:

EENEMBTEEHBAENFRZ
MemT :

2017 2016

— A

HK$’000 HK$'000

FTHERT FHETT

Salaries, allowances and benefits in kind ¥4 « 2B R EWE A 5,479 3,061
Pension scheme contributions RRAE TR B3R 36 26
5,515 3,087

Further details of directors’ emoluments are included in note 8
to the financial statements.
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35. NOTES TO THE CONSOLIDATED STATEMENT OF CASH

FLOWS

(a) Major non-cash transactions

(i)

(ii)

(iii)

(iv)

During the year ended 31 December 2017, offsetting
agreements were entered into amongst the Group, the
Non-controlling Shareholder and certain creditors of the
Group in which the Non-controlling Shareholder agreed
to take up the obligation to settle the certain trade and
other payables on behalf of the Group. Trade payables
with an amount of HK$52,176,000 (2016: HK$3,910,000)
and other payables of HK$11,319,000 (2016:
HK$2,819,000) were offset with the other receivables
due from the Non-controlling Shareholder.

As detailed in note 23, a total amount of HK$7,132,000,
comprising a loan balance of HK$6,000,000, accrued
interests of HK$632,000 and other payables of
HK$500,000, was waived by the lenders of other
borrowings and certain creditors during the year ended
31 December 2017. A loan balance of HK$19,000,000
was also waived by another lender during the year
ended 31 December 2016.

As detailed in note 25(d) to the financial statements,
193,000,000 ordinary shares of the Company were
issued upon conversion of the 2008 Convertible Bonds
with an aggregate principal amount of HK$386,000,000
during the year ended 31 December 2017.

As detailed in note 29 (A) to the financial statements,
accrued interest expense of the 2016 Convertible
Bonds of HK$1,083,000 has not been settled and
was transferred from the liability component of the
convertible bonds to other payables.

HUSCOKE RESOURCES HOLDINGS LIMITED Ai 3 % U5 ¥ Bt 5 B 2 )

35.

FeRERBRME

(a) EXFHRERS

(i)

(iii)

Bz-_T—+F+=-A=1+—H
HFE AR - FERBER
REBETERATLIKHE R
B EERBRRRAEAER
REBREINETES REM
FERIRFRZ BT - EHEMIER
52,176,000 L (ZF — 7R F :
3,910,000/ 70) RE MR IR K
11,319,000 T (Z & — <& -
2,819,000/ 7T ) B B2 e U FE 1 %
R SR 2 HoA U IR SRR 8 o

HnHEEo3F i BEZT—+
F+_A=Z+—BLEFE H
MEEZEFRARETERA
648 ¢ 7,132,000 T 0 H
B 5 B 3 # $26,000,0007% T »
R 517 5632,0000 T I H b fE
18 51500,000/8 7T ° B 3 & 84
19,000,000 T E S — 2 E
AARBE-_T—A"E+_A
=+—BIEFE#RE -

40 B 7% ¥ R B RE25(d)FF A
HEZZ—+tF+-A=+—
BLEEE REBREAGER
/386,000,000 L2 —EF
NEATHRBRERE XA
193,000,0001% & @R 2 EEAT ©

a0 B 7 3R Y SE29(A)EE A -
ZE-REMRRESRZ BT
.5 %1,083,0007 JT 14 & 458
WEHAIRERES 2 BESHHE
ANE Al JE IR R o
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35. NOTES TO THE CONSOLIDATED STATEMENT OF CASH
FLOWS (continued)
(a) Major non-cash transactions (continued)

(v)

(vi)

(vil)

(viii) During the year ended 31 December 2016,

During the year ended 31 December 2017, the Group
disposed of item of property, plant and equipment to
the Non-controlling Shareholder for a cash consideration
of HK$702,000. The cash consideration was included
in other receivables due from the Non-controlling
Shareholder as at 31 December 2017.

On 31 March 2016, an agreement was signed between
the Group and the Non-controlling Shareholder agreeing
that an amount due to the Non-controlling Shareholder
of HK$50,201,000 was offset with other receivables due
from the Non-controlling Shareholder.

On 31 March 2016, an agreement was signed by

a customer, the Non-controlling Shareholder, and
HIG, pursuant to which a deposit received from the
customer of HK$69,804,000 was offset against the other

receivables due from the Non-controlling Shareholder.

the
penalty charges and accrued interests in an amount
of HK$43,277,000 due to Kailuan was satisfied by the
Company issuing the 2016 Convertible Bonds, with no
cash flow impact.

As detailed in note 25(a) to the financial statements,
490,000,000 ordinary shares of the Company were
issued upon partial conversion of the 2008 Convertible
Bonds with an aggregate principal amount of
HK$196,000,000 during the year ended 31 December
2016.

During the year ended 31 December 2016, the Group
acquired an additional 2.6% equity interest in £&7
% from certain non-controlling shareholders at a cash
consideration of HK$318,000. The consideration payable
was included in other payables as at 31 December 2017
and 2016.
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35.

GERERBRMEE (F)

(@) EAKBEXZ(E)

(v)

(vi)

(vii)

(vii)

(ix)

BEZZ—tF+=ZA=+—H
LEE  AERRFFRRERL
EME BMELEEER BRe
R{EA702,0008 T - HER(E
FARZE—+F+-A=1+—
Bz IR 1 AR AR 3R 2 L b g U
IR
RZZE—RNF=ZA=+—H K
SEEFERRRET S
ERHERBRES szmow%
T B R U FE PR R AR B 2 EL h FE UK
IR SR 8H

g

el

RoF-AFZA=+—R -
BEF - FRRBRERAEER

ST B BUREER
969,804,000/ 7T C B I IE
PRI 2 KA IR BRI 8

BEZZT—~"F+ZA=+—
RIEtEE EBHRAERE
43,277,000/ 7T 2 &1 3 & B AT
BHARRIFET S —RE
REHERN HASREVEY
gﬁo

0 B 75 4R 2% B 7E25(a) 5t it -
HE_Z—XR"F+R=1+—
HIEFE REigadsree
% 5196,000,0008 L2 =
SENEABRRESE AQOF

490,000,000/ & it BT

BE-T—X"F+=ZA=1+—~H
EFE  AEEAA TIHERR
RESEMEZEIN.6%MKHE -
& K (8 A5318,000/8 7T ° FELF
REFARZZE—+FERZ

—RNF+ZA=Zt—HBzEME
L
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35. NOTES TO THE CONSOLIDATED STATEMENT OF CASH 35. ZERERERMET (F)
FLOWS (continued)
(b) Changes in liabilities arising from financing activities (b) RMETFHMEEZEEED
Convertible Other
Bonds Borrowings
BrkES Hifg g
HK$'000 HK$'000
FET FAT
At 1 January 2017 RZZ—tF—H—H 36,835 25,813
Gain from debt restructuring BHERKE - (7,669)
Interest expense FEHX 5,842 44
Transfer of interest expense to MERTEREHMEMNRR
other payable (1,083) -
Loss on extinguishment of the 2016 EEBR — T — R F
Convertible Bonds AMRESMEL ZBE 1,362 -
Extinguishment of the 2016 BEHBR ZT—RF
Convertible Bonds ABERES (42,904) -
Recognition of the 2017 EMAZ_E—+4F
Convertible Bonds B ES 41,375 -
At 31 December 2017 RZFE—tF+-HA=+—H 41,427 18,188
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36. FINANCIAL INSTRUMENTS BY CATEGORY 36. RERES2EMIA
The carrying amounts of each of the categories of financial RREHR SESBRTAZIRAENT :

instruments as at the end of the reporting periods are as follows:

2017 —E-tF
Financial assets THEE
Available-
Loans and for-sale
receivables financial assets Total
ERR AftEE
JE UK R X TREE ®Et
HK$’000 HK$’000 HK$’000
TERT TiERT FiERT
Available-for-sale investments AREERE - 1,115 1,115
Trade receivables 2 5 U IR 5K 89,887 - 89,887
Amount due from the Non- JE Wt JE 12 AR AR SR R IR
controlling Shareholder 177,150 — 177,150
Financial assets included in SPATERRIE - B2 R
prepayments, deposits and other — Efh ERIRZ 2
receivables ERMEE 158,984 - 158,984
Cash and bank balances Re RBITEF 69,655 - 69,655
495,676 1,115 496,791
Financial liabilities THERE
Financial
liabilities at
amortised cost
R
Sk 2
cREE
HK$’000
TER
Trade payables 2 5 EMIRR 158,188
Financial liabilities included in other payables and accruals 5T A E it fE < 0F 70 & JE 51 7008
ZemaE 228,722
Other borrowings HipfEE 18,188
Convertible bonds AR E % 41,427
446,525
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36. FINANCIAL INSTRUMENTS BY CATEGORY (continued) 36. RERESZERMIA
The carrying amounts of each of the categories of financial RBEHRR SESMITAZIRAEBENT
instruments as at the end of the reporting periods are as follows: (&)
(continued)
2016 —T-RF
Financial assets PHEE
Available-
Loans and for-sale
receivables financial assets Total
BEX K A E
& IR 5K TREE mEt
HK$'000 HK$'000 HK$'000
FHET FAT FHET
Available-for-sale investments AEEERE - 1,099 1,099
Trade receivables B 5 e 61,027 - 61,027
Amount due from the Non- M5 S 1 P B BR SR IE
controlling Shareholder 168,483 - 168,483
Financial assets included in STAENEE ek E
prepayments, deposits and other — #hEWIR K~ ® B & &
receivables 110,057 - 110,057
Cash and bank balances Be RBTER 97,931 - 97,931
437,498 1,099 438,597
Financial liabilities EHEE
Financial
liabilities at
amortised cost
TR SHPK AR
]
TRHAR
HK$'000
FET
Trade payables 2 5B IRT 247,162
Financial liabilities included in other payables and accruals &+ A E i fE 1< 1E 3% R JEST 3008 2
TRERE 182,563
Other borrowings Hifg & 25,813
Convertible bonds ARRES 36,835
492,373
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37. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL

INSTRUMENTS
Fair value hierarchy

M B O® R M

31 December 2017 —~&F—-t4+_H=+—H

The following tables illustrate the fair value measurement hierarchy

of the Group’s financial instruments:

Assets measured at fair value:
As at 31 December 2017

37.

ERMIAECDAAERDAESRRE

REFRRERE
REIAEEZERTAZAAEBESER

oA D
W

oo
T

DNAEHBEZEE
R-ZF—tF+-HA=+—H

Fair value measurement using
RATHIREZDAENE

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RIERTSZ EX EX
RE ABEREE TUERYE
(B—F) (B=8E) (5=F) st
HK$’000 HK$’000 HK$’000 HK$’000
T TR BT BT
Available-for-sale investment A HERE 1,115 - - 1,115
As at 31 December 2016 R-_F-NF+_A=1—H
Fair value measurement using
RETIREs AREFE
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
NS EX EWN
mEeRE  AEEHE TUBRYE
(F—E) (5=F) (5=F) @t
HK$'000 HK$'000 HK$'000 HK$'000
FHET TET T THET
Available-for-sale investment AEHERE 1,099 - - 1,099

During the year, there were no transfers of fair value
measurements between Level 1 and Level 2 and no transfers into
or out of Level 3 for both financial assets and financial liabilities
(2016: Nil).
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES

The Group’s principal financial instruments comprise other
borrowings and convertible bonds. The main purpose of
these financial instruments is to raise finance for the Group’s
operations. The Group has various other financial assets
and liabilities such as trade receivables, deposits and other
receivables, an amount due from the Non-controlling Shareholder,
cash and bank balances, trade payables, other payables and
accruals, which arise directly from its operations.

The main risks arising from the Group’s financial instruments are
foreign currency risk, credit risk and liquidity risk. The board of
directors reviews and agrees policies for managing each of these
risks and they are summarised below.

Foreign currency risk

The Group’s monetary assets, liabilities and transactions are
principally denominated in RMB, USD and HK$. The Group is
exposed to foreign currency risk arising from the monetary assets
and liabilities that are denominated in currencies other than
functional currencies of the respective group entities.

Certain of the Group’s liabilities are denominated in US$. The
Group is exposed to foreign exchange risk arising from the
exposure of US$ against HK$. The Group considered the impact
on the equity and profit before tax from the change in US$,
exchange rate was nominal at the end of the reporting period since
HK$ is pegged to US$.

The Group does not have any hedging instruments outstanding.
The Group will constantly review the economic situation and its
foreign currency risk profile, and will consider appropriate hedging
measures in the future as may be necessary.

EEd

38. ¢RIEMEERERIE

AEBZIEZSRMIABEAMBEERA
BRES ZEEMIAZIEENRSE
SERFAREREMT -AREEET
HtTRAEREERAE PIMEZEY
R - Re R EMRUIRTT - U IR
R ReRRTER  EHRARS
HiEMIRRRESRR GEEREE
MR-

ASEEBTAZEIREARBINERR
EERRERBESER - EFE SR M
EEERBRAMERCHR - IHAMT

SRR

ARECEREE ARERRZHEEN
AR® XX RETHE AEBEREE
BENABUEBEEERZNEERN
SNEREEHE T A IMNE R o

ASEETAENETE - ARERX
TRAETREL Z BRMASIMNERE -
ARERR mRBTARTEHE BN
HE IR TUIE R B BE MR AR
Mz EEN -

AEBEYELMRTEGPTE - AEH
BREBRRLERRRAIERRAS
YREREFEREZBERIEE
i
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)

Credit risk

The Group trades only with recognised and creditworthy parties. It
is the Group's policy that all customers who wish to trade on
credit are subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing basis and
the Group’s exposure to bad debts is not significant. The Group
reviews the recoverable amount of each amount due from
individual debtors at the end of each reporting period to ensure
that adequate impairment losses are made for irrecoverable
amounts.

The credit risk of the Group’s other financial assets, which
comprise cash and bank balances, available-for-sales
investments, deposits and other receivables, arises from default of
the counterparty, with a maximum exposure equals to the carrying
amounts of these instruments.

In addition to the concentration of credit risk on other receivables
from the Non-controlling Shareholder and related companies, the
Group had concentrations of credit risk as 66% (2016: 73%) of the
Group’s net trade receivables was due from the Non-controlling
Shareholder, and 15% (2016: 16%) of Group’s net trade
receivables was due from related companies as at 31 December
2017.

Further quantitative data in respect of the Group’s exposure to
credit risk arising from trade receivables are disclosed in note 17
to the financial statements.

Liquidity risk

The Group’s objective is to maintain a balance between continuity
of funding and flexibility through the use of convertible bonds and
other borrowings.

ANNUAL REPORT 2017 4 it

38. CRIEMEBEEEREE (&)

EEER

AEBEECHEANEERFZATER
B9 AEEZBERMBREZNEERR
ETEHCEPHARRIEERERF
BN BURERTFEER - MAKE M
BZRRAFEN - AREREHREHR
s SRR WOIR K 2 AT AR B & 58 - ARELR
RAARE S BERE R ARERFBRE -

AEBEMSREE (RERAERFTHE
oAt ERE  Re REMERIRK)
ZIEERBREEFAZCKE MEaR
BHERZETAZIREE -

REERBRERRAFFERBRRREEN
ARt HaERIERIN REBZEE

RRARETREZEHRN  REANC
E—+F+ZA=1+—H £&EE66% (=
T—RF:73%) 2B HEBMIRFFERE
FEBRBRE15% (ZF—RF : 16%) 2
B HEYIRFFEREAERNT

EEALEREESRERNEFZEERR
E—S2LBERERNUIBRRNE7 -

REE S @
AEEBERERAEBERAIBRKESRE
HEEMERECHELRBEEME L
HECEE R
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 38. TRAKEEEEREE(£)
POLICIES (continued)
Liquidity risk (continued) FERR (&)
The maturity profile of the financial liabilities of the Group as RBEHR  ERBITNERBBENIRZ
at the end of the reporting periods, based on the contractual AEECRHAGHBERNT

undiscounted payments, is as follows:

On demand 3 to less
or less than than 12 1to5
3 months months years Total
BRERS 3z
DSRIEA P12EA 125F @t
HK$’000 HK$’000 HK$’000 HK$’000
BT THER BT FiExT
2017 “E—tF
Trade payables EHEMIRR 112,146 46,042 = 158,188
Financial liabilities included in other ATARMENIR
payables, accruals and deposits [ERTHEREWES
received ZTRERE 226,959 - 1,763 228,722
Other borrowings Hife g - - 19,813 19,813
Convertible bonds ARES = 1,082 44,172 45,254
339,105 47,124 65,748 451,977
On demand 3toless
or less than than 12 1t05
3 months months years Total
PR3EA PR12(EA 1555 st
HK$'000 HK$'000 HK$'000 HK$'000
FAT FET FET FTAT
2016 —E-AF
Trade payables BHREMIER 190,537 56,625 - 247,162
Financial liabilities included in other & A £ i & 883 ~
payables, accruals and deposits ExtTEREWES
received JEHMEE 180,839 1,724 - 182,563
Other borrowings HitgE 1,237 24,576 - 25,813
Convertible bonds R ES - 1,082 43,818 44,900
372,613 84,007 43,818 500,438
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31 December 2017 —~&F—-t4+_H=+—H
-

38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 38. 2REAREEEERBEK (&)
POLICIES (continued)
Capital management E4EE
The primary objectives of the Group’s capital management are to AEFBEAERE EEHEZ  ARRAE
safeguard the Group’s ability to continue as a going concern and BEERBERR 26N BMHEREZE
to maintain healthy capital ratios in order to support its business KR P HEEKEER FRHEAZ
and maximise shareholders’ value. BREREE -
The Group manages its capital structure and makes adjustments REBRBEEBRAZEZEHREBEE L
to it in light of changes in economic conditions and the risk EREE  EEAEAEBIIELEFAE -
characteristics of the underlying assets. To maintain or adjust BERSNAEERERE  KEB AR
the capital structure, the Group may adjust the dividend payment MARERE 2R E MR ERE 2 & AR
to shareholders, return capital to shareholders or issue new BOFR B2 -_Z—+H&+-_A=+—
shares. No changes were made in the objectives, policies or B —Z—A"F+_A=+t—HIEFE "
processes for managing capital during the years ended 31 VEPHEREERN B BRSERF -

December 2017 and 31 December 2016.
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I

38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 38. 2REAMEEEERBE ()
POLICIES (continued)
Capital management (continued) BEeEE(£)
The Group monitors capital using a gearing ratio, which is net debt AEERAERFERESMEEFET
divided by capital plus net debt. Net debt includes trade payables, BrEEABLREREART - EHF
other payables, accruals and deposits received, other borrowings ERESHBRESNBETEGREZESE
and convertible bonds, net of cash and bank balances. Capital iR - HbEMIRD  BatRE kB I
includes equity attributable to owners of the parent. The gearing ?;zé HMEERABARES B4 B0E
ratios as at the end of the respective reporting periods were as BRBBEEARGRE -REEZHREH
follows: RZBEBBRENT
2017 2016
—E—+tF —E-RF
HK$°000 HK$'000
FER TET
Trade payables 2 S ENIRK 158,188 247,162
Other payables, accruals and deposits HibEAIRK - BRTHERERIES
received 477,343 372,586
Other borrowings HEmEE 18,188 25,813
Convertible bonds BRRES 41,427 36,835
Less: Cash and bank balances B BERRITER (69,655) (97,931)
Net debt B%%E 625,491 584,465
Capital - Equity attributable to owners BER-BRARHB AEGRE
of the parent 376,868 244,610
Capital and net debt Ee hEBFHE 1,002,359 829,075
Net gearing ratio BEAELE 62% 71%
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39. STATEMENT OF FINANCIAL POSITION OF THE COMPANY 39. AAQTEZHBMRRE

Information about the statement of financial position of the RBEBRREERARATBRARZER
Company at the end of the reporting period is as follows: m
2017 2016
—E—tF ZE-REF
HK$°000 HK$'000
TET FET
NON-CURRENT ASSETS ERBEE
Investments in subsidiaries RINB AR 2 E 104,247 182,559
CURRENT ASSETS REEE
Prepayment, deposit and other BRFE - Ze RHE b FEYUR K
receivables 413 -
Bank balances RITHETF 66,171 95,845
Total current assets REBEERE 66,584 95,845
CURRENT LIABILITIES REBEE
Other payables and accruals Hh fE (R 5K R B AT RIR 4,325 4,585
NET CURRENT ASSETS nRBEEFE 62,259 91,260
TOTAL ASSETS LESS CURRENT EEHAERRDER
LIABILITIES 166,506 273,819
NON-CURRENT LIABILITIES ERBERE
Amount due to subsidiaries FERTHH B A R R IE (188,402) (253,683)
Other payables and accruals H b B IR 2 R JEET I8 (666) -
Convertible bonds AR E (41,427) (36,835)
Total non-current liabilities ERBEELE (230,495) (290,518)
Net liabilities BEFE (63,989) (16,699)
EQUITY &
Equity attributable to owners of the parent &2 "1 & A &1k i #E
Issued share capital BETRA 25,966 24,036
Reserves (note) s ha) (89,955) (40,735)
Total deficiency in assets BEBMBE (63,989) (16,699)
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39. STATEMENT OF FINANCIAL POSITION OF THE COMPANY 39. RQFZHBURRE(E)

(continued)
Note: Bz -
A summary of the Company’s reserves is as follows: AAREEZBEMNT :
Capital Share  Convertible
Share  Contributed Special  redemption option bonds  Accumulated
premium surplus reserve reserve reserve reserve losses Total
EX BRAE EE:3
RyaE LN BRI REGE e ExR% ES | @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thr T T T Titn Thr Fitn T
(note 1) (note i)
(W) (i)
At 1 January 2016 R=E-7"E-F-H 145,361 419,650 17,275 85 4433 829,350 (2,109,338) (693,184)
Profit for the year and total comprehensive  AERRFIRAEE
profit for the year 2EENER - - - - - - 13522 13522
Conversion of convertible bonds RETERES - 230,300 - - - (279,300) - (49,000)
Capital reorganisation EREHR - 491,777 - - - - - 491,777
Share Subscription R ARG 196,000 - - - - - - 196,000
Lapsed share options BRMBREE - - - - (848) - 848 -
Issue of the 2016 Convertible Bonds FIZR-RETBRES - - - - - 150 - 150
At 31 December 2016 and 1 January 2017 E@ AETZAZT-H
tﬁ A-A 341,361 1,141,721 17275 85 3,585 550,200 (2,094,968) (40,735)
Loss for the year and total comprehensive Z,KEF WEMREJ‘
profit for the year 2EFEEE - - - - - - (47,645) (47,645)
Conversion of convertiole bonds RETARES - 548,120 - - - (550,050) - (1,930)
Extinguishment of the 2016 Convertible Bonds2 % 2 = E 73
hkES - - - - - (19) - (13)
Transfer of equity component to accumulated B 4 EX B A ERE 23t
losses upon extinguishment EE - - - - - (137) 137 -
Recognition of the 2017 Convertible Bonds B ERz ZE—+Em#R
&5 - - - - - 368 - 368
Lapsed share options BhuzBRER - - - - (1,076) - 1076 -
At 31 December 2017 RZE-tE+-A=1+-R 341,361 1,689,847 17,275 85 2,509 368 (2,141,400) (89,955)
(i) The contributed surplus represents the excess of value of shares () BARRKERBARE-NN\—FRQFE
converted upon conversion of the 2008 Convertible Bonds over the FA0()E - B -TENFABRRAESE
previous nominal amount of the ordinary shares issued pursuant to Rz BROEEBL LA ETEERE
Section 40(1) of the Bermuda Companies Act 1981 and the credit B ERRAASHEES 2EK -
arising from the Capital Reorganisation.
(i) The Company’s special reserve represents the excess of the (i) ARRZEREEETLBHBARRZE
combined net assets of the subsidiaries acquired over the nominal HEEFEBLAARRIERTZRN
amount of the Company’s shares issued for the acquisition. HEZERE -
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40. EVENTS AFTER THE END OF THE REPORTING PERIOD

41.

On 29 March 2018, the Group entered into a non-legally binding
letter of intent (the “Letter of Intent”) with EDB Holdings Limited
("EDB”). Pursuant to the Letter of Intent, both parties agreed
to commence further negotiation in good faith on the possible
investment whereby the Company may invest in EDB through
acquisition or subscription of its shares, with an investment amount
between HK$50,000,000 to HK$150,000,000 as consideration,
to acquire a percentage of its share capital. EDB’s principal
subsidiary, It REEBEHLEE AR AT, is a China-based software
service provider with the major product named E JEZ, which
is E-commerce Enterprise Resource Planning (“ERP”) software.
Further details are set out in the announcement of the Company
dated 29 March 2018.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue
by the board of directors on 29 March 2018.
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4.

HEHREA
RZZE-N\F=RAZ+R ' RN&EHEEDB

Holdings Limited ([EDBJ) 7] 3 A4
RAZERME(ERE] - BEERE -
ANEFRERECRERAE—FZSE
TER - Bt - RARAIEBIIE S RIEEDB
Rt E {E H #% & - % & 8 £50,000,000
B ILE150,000,000/8 7L 2 [+ AERUKEE
H-—FEB LR AZRE -EDBZ X2
MBARLRERANRERBRAAA
—ARESR R EER  EXZERER
EAEETEBOEERAE (TERP))
Bt - FRE—FTHFRBRIARNALABHA
—E-NE=ZA-tHhBzR%-

oA BRE
MBHRRER T \F=ZA-TNHE
EZTEHAERTENE-
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PARTICULARS OF PROPERTIES
mxE &F B

Gross floor Attributable
Name/location Lease term Type area interest
£,/ 12 A Bl BEERE FEfLHER
(sg.m.)
(FHK)
Properties Held for the Group’s Own Use
rEERBEEBRZME
The People’s Republic of China
HEARRFE
WAEZEEMEERERSSB IR Medium term lease C&l 29,148 90%
THIRE Ckl
C Commercial C [EES
[ Industrial | Ix
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FIVE-YEAR FINANCIAL SUMMARY
Mo M =

H

Year ended Year ended 31 December
31 December HEt-A=1-BItEE
2017 2016 2015 2014 2013
gz
“E—tE
t=A=t-H
ILEE “I-Rx%  —“Z-RF —Z-|NF —E-=F
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
TEx FEL T FERL FET
CONTINUING OPERATIONS SELEER
Revenue N 1,330,791 792,518 461,384 598,618 1,038,456
Cost of sales HENA (1,117,808) (658,103) (494,878) (715,756)  (1,037,941)
Gross profit/(loss) 5/ (£8) 212,983 134,415 (33,494) (117,138) 515
Other income and gains H A R s 45,419 58,891 94,152 36,812 54,294
Selling and distribution costs HERD KA (146,429) (55,949) (23,094) (43,263) (58,480)
Administrative expenses ERER (83,804) (79,608) (97,155) (85,399) (84,077)
Finance costs MKER (8,015) (1,582) (23,964) (21,862) (25,741)
Other operating income/ HEpmgA/
(expenses), net (Ax)  #8 21,528 12,758 (41,152) (28,193) (17,315)
Gain on redemption of BOrREs s B
convertible bonds - - - - 15,867
Fair value change on derivative ESRIAY
financial Instruments AREEH - - - - 46,025
Reversal of impairment/(impairment)  #1% - BERREER
on items of property, plant and HERE/CiE)
equipment 84,977 - (14,760) (448,545) (20,733)
Impairment of goodwill BERE - - - (388,544) -
Profit/(loss) before tax BEAER/ (BB) 126,659 68,925 (139,467)  (1,096,132) (89,645)
Income tax credit/(expense) FEfEe/ (BX) 5,254 (8,544) 8,732 190 178
PROFIT/(LOSS) FOR THE YEAR ~ REE&H/(FE) 131,913 60,381 (130,735)  (1,095,942) (89,467)
Attributable to: fE1G
Owners of the parent BRRAEBA 117,898 55,663 (110,474) (989,409) (81,765)
Non-controlling interests IR R 14,015 4718 (20,261) (106,533) (7,702)
131,913 60,381 (130,735)  (1,095,942) (89,467)
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FIVE-YEAR FINANCIAL SUMMARY

T F B OB @ E
D
ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS EE -BENFERER
As at As at 31 December
31 December W+=—A=1t—-8
2017 2016 2015 2014 2013
R
“E—tE
+ZB=1-H “E-RF “T-RF “E-F —T-=F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
THT FEL TEL FEL THT
TOTAL ASSETS BEBE 1,116,534 955,267 905,285 1,487,467 2,525,474
TOTAL LIABILITIES GEAE (700,565) (687,662) (893,941)  (1,329,453)  (1,254,597)
415,969 267,605 11,344 158,014 1,270,877
EQUITY ATTRIBUTABLE TO BAEEE AL RE
OWNERS OF THE PARENT 376,868 244,610 1,142 124,994 1,129,250
NON-CONTROLLING INTERESTS  FiZMfER 39,101 22,995 10,202 33,020 141,627
415,969 267,605 11,344 158,014 1,070,877
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DEFINITIONS
B =

In this report, unless the context otherwise requires, the following terms shall have the following meanings:

RABRER  BXERZBEMEIN > THFEREETIRE

“AGM”

[RRBFAE]

“Annual Report”

[ 4%

“associate(s)”
[BFEAT]

“Board”

[Exg]

“‘Bye-Laws”
IPNSIEEE

“Companies Ordinance”

NS

“Director(s)”

[E%]

“ESG Report”

EETELEETT

“Group”
[R&EE]

the annual general meeting of the Company to be held at Room 2301, 23/F,
Tower One, Lippo Centre, 89 Queensway, Admiralty, Hong Kong on Tuesday,
5 June 2018 at 3:00 p.m.

ARBEITRZZ-N\ERALB(EPD) TF=ZREREEELESEES9
FHERL—EBEBNERTIRRBEAE

This annual report of the Group prepared for the year ended 31 December
2017
AEERREBE TS +F T A=+ -BULFEZAFR

has the meaning ascribed to it under the Listing Rules
B FmARRIPTER T 2B E

board of Directors

Exg

the bye-laws from time to time adopted by the Company
/NN AN

the corporate governance report contained in this Annual Report from pages
37 to 52
AERBITES2EMH L LEE RS

Huscoke Resources Holdings Limited, a company incorporated in Bermuda
with limited liability, whose issued Shares are listed on the main board of the
Stock Exchange

MEERERERLARF  REREAMK Y 2BERAR - ERORBRMERL
m

Chapter 622 of the Laws of Hong Kong
BREDIF622%

the directors of the Company

ARAES

the environmental, social and governance report contained in this annual
Report from pages 53 to 72
REREENEMHECRE HERELBRS

the Company and its subsidiaries

AR REMEAF
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“Hong Kong” the Hong Kong Special Administrative Region of the People’s Republic of
China

[&E] REARANBEEBRFIITHE

“Listing Rules” the Rules Governing the Listing of Securities on the Stock Exchange

[ R Al B2 prE s £ AR Al

“Memorandum of Association” the memorandum of association of the Company

[AEBEIRAM ] KRR EEERKME

“PRC” the People’s Republic of China, excludes Hong Kong and Macau in this report

[ B REAR{NE  ABREME - TREEE IR

“SFO” Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong as

(&7 M HE 5 p)

“Share(s)”
&7 ]

“Shareholder(s)”
[

“Stock Exchange”
[ Bk 32 P |

“subsidiaries”

[P /&8 2 7))

‘HK$”
Bl

wop»
[%]

amended from time to time
RARHER] 2 BB EPIESTIER H R E KD

ordinary share(s) of HK$0.01 each in the capital of the Company
ARARADFREEC.0ONVETLZ EBK

holder(s) of the Share(s)
BB A

The Stock Exchange of Hong Kong Limited

ERBMAERSMARRAR

a subsidiary (within the meaning of the Companies Ordinance or section 86 of
the Companies Act) for the time being and from time to time of the Company

AABEE AR ZMEBERR (BARGHRRREFSHZER)

Hong Kong dollars, the lawful currency of Hong Kong

BRRABZATER BT

per cent.

B
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