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Followed by the completion of the disposal of its shipbuilding,
offshore engineering, engineering machinery and marine
engine building segments in the PRC [the "Shipbuilding and
Engineering Businesses”, or the "Discontinued Operations”)
in March 2019 (the "Disposal”’], the Group has continued
to make orderly progress and proceeded with a number of
significant achievements during the transition period, including
(1) conducted a series of active discussions with lenders on
debt restructuring, and (2] retained sustainable and consistent
production in its energy exploration and production segment
("Energy Business”]. The Group management has also
reviewed the underlying operation in the Energy Business, and
reset its business strategy and plan with an aim to continue
and grow its operation in a sustainable fashion for the long

run.

Subsequent to the completion of the Disposal, the Group has
devoted significant focus on the production and sales of crude
oil in the oil exploitation, with the propose of maintaining
sustainable production while minimising production cost. The
Group will also seek possible development on both upstream
production and downstream trading operation to maximise

overall group performance through all the possible synergies.

Throughout the Year, the Group has continued to focus and
explore opportunities and adopted various measures to
improve production capabilities and implemented several
processes and controls to enhance management efficiency and

profitability. These included but not limited to:

- Review the capital expenditure tendering process
to further reduce development costs. The Group
management has explored the possibilities and believes
there is a substantial headroom that can be reduced.
Subsequent to the process, the Group management has
successfully re-negotiated with several suppliers on price
reduction, which shall improve the overall return on the
Group’'s investment and benefit the Group's financial
performance for any development in the future.
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- Enhance the new oil production technique to increase
production volume. The Group has worked with oilfield
experts and analysed the production method to improve
productivity for the existing and newly developed wells.
The Group has proposed new production techniques to
local authority and the approval has been granted. It
is expected the Group will receive additional economic
benefit through the new techniques and further improve

the Group’s financial performance.

While the global economy is being affected by the Sino-US
trade war and the spread out of coronavirus, the Group will
continue to be cautious and be alert on demand of crude oil
and the oil price fluctuation. However, the Group remains
optimistic in the oil industry, with the target of extending the
drilling activities in the region to further improve production
level in the upcoming year. In addition, the Group is exploring
the possibility to negotiate with the project partners to improve
the co-operation terms, which will bring in significant financial
benefit. The Group believes the abovementioned factors,
and the implementation of measures on cost reduction and
operational efficiency shall increase the return on the assets of

the Company.

Furthermore, the Group is actively pursuing other related
opportunities within the energy industry to broaden the revenue
source to ease the sole reliance on the oil exploration, which

include, but without limitation to:

(1) established a trading company for energy and mining
related products during the Year, with the objective of
creating a new income stream and improve the Group
profit margin. Despite there is no business development
since its established, the Group has conducted several
feasibility studies and due diligent assessments on the
potential opportunities during the Year; and aims to bring
in the most appropriate investment to improve the Group

performance; and

(2) actively pursuing oil and gas related storage and logistic
projects which shall vertically expand the Group's energy
business which will provide the Group a platform in a

sustainable fashion in the long run.
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The Group is also continuing to negotiate with lenders in
relation to the extension of existing financial obligations of
the Group that will require restructuring. The Group remains
positive on the progress and the Group is exploring other
initiatives to increase the liquidity of the Group including

different financing option.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

The Group recorded a revenue of approximately RMB47.7
million for the year ended 31 December 2019 (the "Year”),
compared to a revenue of approximately RMB49.0 million for
the year ended 31 December 2018 (the "Comparative Year’).
Profit attributable to the equity holders of the Company was
approximately RMB137.3 million for the Year (Comparative
Year: Loss RMB138.4 million).

The movement in profit was mainly driven by the Disposal of
the loss-making Discontinued Operations and the recognition
of net disposal gain.

Disposal

On 9 October 2018, the Company entered into a conditional
sale and purchase agreement (the "Agreement’) to dispose
of the Shipbuilding and Engineering Businesses, together
with the holding company of the Shipbuilding and Engineering
Businesses [(referred to as the "Disposal Group”] with
an independent third party, Unique Orient Limited (the
“Purchaser”). The Disposal constituted a very substantial
disposal for the Company under the Rules Governing the
Listing of Securities on the Stock Exchange of Hong Kong
(the "Listing Rules”). An extraordinary general meeting of the
Company was held on 13 December 2018 in which the Disposal

was approved by the shareholders.

The Shipbuilding and Engineering Businesses were classified
as Discontinued Operations and their underlying assets and
liabilities were classified as ‘Assets classified as held for sale’
and ‘Liabilities directly associated with assets classified as
held for sale” respectively in accordance with International
Financial Reporting Standard 5, as at 31 December 2018.

The Company signed the second supplemental agreement on
3 March 2019 regarding the Disposal, pursuant to which (1]
the transfer of sale share of Able Diligent Limited, the holding
company of the Disposal Group, to the Purchaser shall take
place on or before 31 March 2019; (2] the Purchaser agreed to
procure the release or discharge of the relevant guarantees
provided by the Company in respect of the borrowings owed
and (3)

the Purchaser agreed to execute a share charge over the sale

by the Disposal Group [the "Relevant Guarantees’);

share in favour of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The Disposal was completed on 10 March 2019 (the "Disposal
Day’] when the sale share of Able Diligent Limited (the "Sale
Share’] was transferred to the Purchaser. All the assets and
liabilities associated to the Disposal were derecognised on
the Disposal Day. The Company signed the third and fourth
supplemental agreements on 29 August 2019 and 30 October
2019, respectively. According to the latest supplemental
agreements, the Purchaser will procure the discharge or
release the Relevant Guarantees and complete the relevant
registration before 31 December 2020. As at 31 December
2019 and the date of this announcement, a number of the
guarantees provided by the Company to the Disposal Group in
respect of bank and other borrowings, inclusive of principals
and interest, were still in the process of being discharged
or released. In consideration of such guarantees, the Group
recognised a provision for the financial guarantee contracts of
RMB6,408.0 million as at Disposal Day which will be released
upon the releasing or discharging of these guarantees. Details
of the Disposal were disclosed in note 18 of the financial
statements, and the announcements of the Company dated ¢
October 2018, 15 November 2018, 25 December 2018, 4 March
2019 and 11 March 2019 and the circular of the Company dated
23 November 2018. A net disposal gains of RMB916.0 million
was recognised in the profit and loss of the Year. Since the
Disposal Day, the Company has discharged certain part of the
Relevant Guarantees and recognised a gain of RMB13.3 million

in the Year.

The Group and the Purchaser have been working closely to
procure the release or discharge of all remaining Relevant
Guarantees in full and it was agreed that all debts owing by
the Disposal Group will be assigned to the Purchaser when the
Relevant Guarantees have been released or discharged in full
and the relevant registration have been completed.

Subsequent to the completion of the Disposal, management
has devoted significant effort and resources into the Energy
Business, especially on the operational review and strategic
planning, with the ultimate goal to improve business return
and develop sustainable growth in long term aspect. The
Group’s management has reviewed capital expenditure
tendering process of the Energy Business with the aim to
further optimise development costs. The Group’s management
has also been seeking opportunities to enhance the new oil
production technique to increase production volume. The
Group’s management believe such continuous involvement

and strategic review shall improve the Group overall financial
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MANAGEMENT DISCUSSION AND ANALYSIS

performance. During the Year, the capital expenditures on
new well drilling and exploration in the Energy Business has
been delayed due to the fact that the release or discharge
of the Relevant Guarantees were not completed as originally
expected. However, the Board is confident that the Relevant
Guarantees will be released or discharged throughout 2020
and financing will be available for the Energy Business once
the legacy financial burden is lifted.

The Board believes that the Group’s business will continue to
expand and generate greater value to our shareholders.

Debt Restructuring

Together with the Disposal, the Group has also conducted and
executed a series of debt restructuring arrangements with an
aim to ease the financial burden of the Group during the Year.
The lenders in general have been supportive to the Group and
we expect to conclude the process with all lenders within the

coming year.

(a) Conversion of certain convertible bonds

With the continuous negotiations with the convertible
bondholders, the convertible bonds with an aggregate
principal amount of approximately HKD327.1 million
(equivalent to approximately RMB284.5 million]) have
been converted into ordinary shares during the Year.
It represented approximately 39.0% of the total
principal amount of all convertible bonds amounting
to approximately HKD838.4 million (equivalent to
approximately RMB736.4 million) as at 31 December 2018.

All convertible bonds of the Company expired by 30
November 2019. The Company has been negotiating with
the convertible bondholders on the repayment options and
expects that more repayments of the outstanding balance
will take place from time to time. Up to the date of this
announcement, the principal amount of HKD476.4 million
remained outstanding. Neither did the bondholders exercise
any conversion rights attaching to the Convertible Bonds,
nor did the Company redeem any part of the Convertible

Bonds since the expiry date.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEEWED T

As at the date of this announcement, the Company
received no notice of event of default from the
bondholders demanding immediate repayment, nor notice
of exercise of the Convertible Bonds. The Company is in
discussion with the bondholders as to the renewal and
refinance of the convertible bonds and the bondholders
have expressed their willingness to further negotiate with
the Company in this regard.

[b] Repayment of bank loan

The Group has proceeded with repayment of the principal
and interest payable of a secured bank loan amounting to
approximately RMB144.5 million (USD20.9 million) during
the Year. The outstanding principal and interest payable
was therefore reduced to approximately RMB461.2
million. The Group has proceeded further payment of
approximately RMB83.6 million (USD12.0 million] as of the
date of this announcement. The Group intended to settle
the remaining outstanding balance within the year of 2020.

[c] Extension of maturity date of promissory notes

The Group is also in the process of extending the terms
with certain promissory note holders with an aggregate
principal amount of approximately HKD2,394.6 million
(equivalent to approximately RMB2,140.3 million].

These aforesaid debt-restructuring actions are devised
to align with the Disposal and to improve the overall
financial position of the Group. The Group expects that the
completion of the discharged of Relevant Guarantees shall
have a positive impact on the extension of maturity date of
promissory notes.

Obtaining Financial Resources

To further improve the Group's financing position for its
future development, the Group has continued to utilise certain
financing arrangements during the Year, mainly being the US
Dollar facility entered with a substantial shareholder in 2018.
This US Dollar facility has a total amount of USD250.0 million.
It is an interest-free and unsecured facility with a maturity of
two years. Up to the date of this announcement, the Company
had utilised approximately USD%6.2 million, mainly for the
oilfield development, repayment of remaining debts and
general working capital.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group has also entered a new borrowing facility with a
third party and drawn down RMB46.7 million (USD6.7 million)
during the Year. The borrowing is attached with a market
comparable interest rate and matures in December 2020. This
loan facility has been utilised for the Group’s working capital

and repayment of the bank loan.

Energy Exploration and Production

The Group acquired 60% interest in the project involving five
oilfields zones located in the Fergana Valley of the Republic
of Kyrgyzstan (the "Kyrgyzstan Project’), which marked a
breakthrough of the Group into the energy exploration and
production industry in 2014.

Under the agreements entered into with the national oil
company of Kyrgyzstan, Keip rei3xepHedpTeras
("Kyrgyzjer Neftegaz™ Limited Liability Company), a subsidiary
of the Company was granted rights to cooperate with the
national oil company of Kyrgyzstan in the operation of the
five oilfields zones, namely, Maili-Su IV, Eastern Izbaskent,
Izbaskent, Changyrtash and Chigirchik. The first three oilfields
zones are located at the north eastern part of the Fergana
Valley while the latter two are located at the South eastern
part of Fergana Valley. The total area covered by these five

fields is approximately 545 square kilometres.

For the Year, the Kyrgyzstan Project recorded sales of
149,314 barrels (bbl) (for the Comparative Year: 163,728 bbl)
of light crude oil. Revenue from the Energy Business was
approximately RMB47.7 million for the Year decreased by
approximately 2.7% from RMB49.0 million for the Comparative

Year.

The decline of revenue in 2019 were driven by decrease in sales
volume, offset by an increment in the average crude oil price
in 2019. The Group is currently undergoing and implementing
a new oil well development method which had been proved to
improve and achieve a better production efficient on the oil

well-drilling operation.

On the exploration front, the Group has drilled a total of 76
wells across the five oilfields zones, including 54 in exploration,
and 22 currently being construction-in-progress. The Group
has also held a number of appraisal wells for exploration and

development.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEEWED T

The Group has been making continuous endeavours to
implement its plan to accelerate the development of upstream
and downstream energy exploration and production business,
and to increase the production volume through various means
to cope with the movements of oil price. This plan includes
well-drilling operations and the construction of oil-production-
related amenities to improve its operation efficiency and
enhanced its production capacity. The Group's exploration
strategy remains focused on proven reserves within the

existing blocks, in hope of substantial breakthroughs.

On 1 March 2020, a new director, Mr.

appointed as executive director to the board of the Company.

Niu Jianmin, was

Mr. Niu Jianmin has over 30 years of experience in oil and
energy industry. He will be playing a leading role in the
expansion and development of the Energy Business of the
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Proved and Probable Oil Reserve and Estimates KRB 2 A lEENEE

A competent person’s report was prepared in September 2018 RZ-ZT—N\FENA - BRBEUALHEREIEH|

in accordance with Petroleum Resources Management System  E(PRMS)REMAERATRE - YWEHE—

(PRMS] to estimate the oil resources and reserves as of 30 T — \fﬁ/\ﬂ THOABERRFEEH#TT

June 2018. The following table sets out the revised estimates T{H&E - TREINEE-_T—NF+-A=

of the Group's reserves as at 31 December 2019 by using the +— HAREEERN FMBE 7 KB HER

abovementioned report as the basis: =i

Proved plus

Unit: million tonnes Proved probable
By . FEE RE BB N g
Maili-Su IV HBEEIV 13.6 18.17
East Izbaskent RFHER 5.10 8.15
Izbaskent RETE 72 4 4.95 5.04
Total reserves as at 30 June 2018 HZ=-ZT—)/\FAA=tHZ

(the basis date) ,wfaﬁg(%ﬁéa,ﬁm 23.65 31.36
Less: production during second i ZE—\FTHFEE

half of 2018 0.02 0.02
Total estimated reserves as at HEZZ—N\F+ZA=+—

31 December 2018 Bz iafbrHE 23.63 31.34
Less: production during 2019 B ZE-NEFZES 0.04 0.04
Total estimated reserves as at HEZZF—NAF+-A=+—

31 December 2019 Zwﬁaﬂaﬁg 23.59 31.30
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MANAGEMENT DISCUSSION AND ANALYSIS

Discontinued Operations

During the Year, the Disposal Group contributed a loss of
RMB443.1 million (for the Comparative Year: RMB2,466.5
million).

The loss was largely attributable to finance cost, and the net
losses decreased by approximately 63.4% from the Comparative
Year. Whilst the Disposal Group was disposed of on the
Disposal Day, the consolidated statements of comprehensive
income only included the Disposal Group to that date.

Financial Review

The Group's operating results for the Year were primarily
contributed by the Company and its subsidiaries engaged in
the energy exploration and production. As a result of adopting
International Financial Reporting Standard 5, the results of
the Disposal Group for the Year were included under the

Discontinued Operations.

Revenue

For the Year, the Group recorded a revenue of approximately
RMB47.7 million (for the Comparative Year: approximately
RMB49.0 million], representing a year-on-year decrease of
approximately 2.7%. The revenues are derived from the sales
of crude oil produced from the Kyrgyzstan Project. The Group
has proceeded sales of 149,314 barrels (bbl) during 2019 (for
the Comparative Year: 163,728 bbl), with the average price
per tonne of crude oil was approximately USD331 in the Year
compared to approximately USD317 in the Comparative Year.
The decline in sales volume was offset by the rise in oil price.

Cost of Sales

For the Year, while the Group's cost of sales remained steady
at approximately RMB34.7 million (for the Comparative Year:
RMB34.0 million), the cost per barrel has been increased due

to the decline in oil production.

Gross Profit

Gross profit from the Group for the Year was approximately
RMB13.1 million compared to gross profit of approximately
RMB14.9 million for the Comparative Year. The increased in oil
price of approximately 4.4% was offset by the increase in cost
of production of approximately 11.8%.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEEWED T

Selling and Marketing Expenses

For the Year, the Group's distribution cost decreased by
approximately 14.3% to RMB2.4 million (for the Comparative
Year: RMB2.8 million), which was in line with the decrease in

sales volume during the Year.

General and Administrative Expenses

For the Year, the Group's general and administrative expenses
decreased by approximately 21.2% to RMB 43.1 million (for
the Comparative Year: RMB54.7 million). The Group has
implemented a number of cost control measures to minimise

expenses.

Other Gains/(Losses) - Net

For the Year, the Group’s other losses - net was RMBO.1
million (for the Comparative Year: gains RMB621.8 million],
and the reduction was mainly due to lower foreign currency
exchange fluctuations and the derecognition of derivative

instruments in convertible bonds.

Finance Costs - Net

The Group's finance income for the Year decreased by
approximately 26.8% to RMB34.4 million (for the Comparative
Year: RMB47.0 million), which was mainly due to the unwinding
of imputed interest of interest-free loan which was classified
as an expense in the Year.

Finance costs for the Year decreased by approximately 26.6%
to RMB356.8 million (for the Comparative Year: RMB486.4
million]), and the reduction was mainly attributed by the
decrease in net foreign exchange losses from financing

activities for the Year.

Total Comprehensive Income/(Loss) for the Year

During the Year, the Group recorded total comprehensive
income of approximately RMB134.9 million (for the Comparative
Year: Loss RMB195.7 million], of which total comprehensive
income attributable to the equity holders of the Company was
approximately RMB160.3 million (for the Comparative Year:
loss RMB74.5 million). The improvement on profit attributable
to the equity holders of the Company was mainly driven by the
recognition of the net disposal gain from the Disposal.

CHINA HUARONG ENERGY COMPANY LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

Discontinued Operations - Disposal Group

The turnover for the Discontinued Operations decreased by
76.5% to approximately RMB15.3 million in the Year (for the
Comparative Year: revenue of RMB65.2 million], and the total
comprehensive loss was reduced to approximately RMB440.5
million (for the Comparative Year: loss of RMB2,483.2 million).
The majority of the losses are attributable to the incurrence of
administrative expenses approximately of RMB349.9 million (for
the Comparative Year: RMB700.0 million) and finance costs -
net approximately of RMB412.9 million (for the Comparative
Year: RMB1,643.1 million).

Liquidity and Going Concern

The Group recorded a net profit of RMB112.1 million (2018: net
loss of RMB259.5 million] and had an operating cash outflow of
RMB43.0 million (2018: outflow of RMB201.0 million) during the
year ended 31 December 2019. As at 31 December 2019, the
Group had a deficit of RMB8,563.3 million (2018: RMB9,630.1
million) and the Group’s current liabilities exceeded its current
assets by RMB9,911.5 million (2018: RMB11,326.2 million].
The Group maintained cash and cash equivalents of RMB42.9
million (2018: RMB9.3 million) as at 31 December 2019.

As at 31 December 2019, borrowings of the Group, amounted
to RMB3,594.5 million, out of which RMB2,564.3 million were
overdue. As at 31 December 2019, overdue interest payables
of the amounted to RMB322.4 million. Certain borrowings of
the Group contain cross-default terms, causing Borrowings of
the Group of RMB37.3 million at 31 December 2019 to become
immediately repayable.

A series of plans and measures have been taken to mitigate
liquidity pressure and to improve the financial position of the
Group. In order to enhance the liquidity and financial position
of the Group, the Group has reduced its borrowings by issuing
shares of the Company to satisfy certain of the Group's
outstanding debts during the Year. Upon the completion of the
disposal of the shipbuilding and engineering business, it will
enable the Group to ease its debt burden immediately and to
enhance the flexibility of fund utilisation.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEEWED T

Details regarding uncertainties on the going concern of the
Group and the respective plans and measures are set out in
the section headed "Going Concern Basis” in Note 2.1(b] to the
notes to the consolidated financial statements.

Borrowings

The Group's short-term borrowings decreased by RMB228.4
million from RMB2,885.8 million as at 31 December 2018 to
RMB2,657.4 million as at 31 December 2019, and the Group
long-term borrowings increased by RMB182.5 million from
RMB754.6 million as at 31 December 2018 to RMB937.1 million
as at 31 December 2019.

As at 31 December 2019, our total borrowings were
RMB3,594.5 million (as at 31 December 2018: RMB3,640.4
million), of which RMB28.6 million (approximately 0.8%) was
denominated in RMB(as at 31 December 2018: RMB28.1 million
(approximately 0.8%]) and the remaining RMB3,565.9 million
(approximately 99.2%) was denominated in other currencies
such as USD and HKD (as at 31 December 2018: RMB3,612.3
million (approximately 99.2%)). Approximately 87.2% of the
borrowings bear interests at fixed rate (as at 31 December
2018: approximately 83.5%].

Significant Investments

Save as disclosed in this announcement, the Group did not
have any significant investments during the Year.

Material Acquisition and Disposal of Subsidiaries

Other than the disposal of Shipbuilding and Engineering
Businesses, the Group did not undertake any material
acquisition or disposal of investments during the Year.

Future Plans for Material Investments and Capital
Assets

As at 31 December 2019, the Group did not have other plans

for material investments and capital assets.

Foreign Exchange Risks

The Group incurred net foreign exchange loss of approximately
RMB52.5 million (for the Comparative Year: gain of RMB407.1
million) due to the depreciation of RMB against USD and HKD
during the Year, which resulted in exchange loss on certain
USD-denominated and HKD-denominated liabilities, such as
trade and other payables and borrowings of the Group.

CHINA HUARONG ENERGY COMPANY LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

Capital Expenditure

For the Year, our capital expenditure was approximately
RMB5.7 million (for the Comparative Year: RMB128.3 million),
which was mainly used in the energy exploration and

production segment.

Gearing Ratio

Our gearing ratio (measured by total borrowings divided
by the sum of total borrowings and total deficit) decreased
from approximately 198.8% as at 31 December 2018 to
approximately 72.3% as at 31 December 2019. Contributed
by the profit of approximately RMB112.1 million for the year
ended 31 December 2019, the total deficit was reduced to
approximately RMB8,563.3 million as at 31 December 2019 (as
at 31 December 2018: RMB9,630.1 million).

Contingent Liabilities

As at 31 December 2019, we had contingent liabilities of
RMB853.7 million (as at 31 December 2018: RMB7,329.8
million), which was resulted from financial guarantees provided

by the Company to Disposal Group.

Credit Assessment and Risk Management

Credit risk is managed on a group basis. Credit risk arises
from cash and cash equivalents, outstanding trade and other
receivables. As at 31 December 2019, the continuing group had
cash and cash equivalents of approximately RMB42.9 million (as
at 31 December 2018: RMB9.3 million], of which approximately
RMB4.2 million (approximately 9.8%) was denominated in RMB
and the remaining RMB38.7 million (approximately 90.2%) was
denominated in USD, HKD and other currencies. The Group

does not use any financial instruments for hedging purposes.

All of the Group’s cash and bank balances, short-term and
long-term bank deposits were placed with reputable banks
which the management believes are of high creditworthiness

and without significant credit risk.

The Group carries out customer credit checks prior to entering
into sales contract with customers. The Group offers credit
lines after evaluating the customer’s credit profiles, financial
conditions, past experiences and other factors.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEEWED T

Human Resources

As at 31 December 2019, the Group had approximately 93
employees (as at 31 December 2018: approximately 470
employees]. The decrease in the number of employees
was mainly in relation to the Disposal and cost control
implementation. Total staff costs (including directors’
emoluments] for the Group were approximately RMB19.7
million for the Year (for the Comparative Year: approximately
RMB19.4 million). The principal elements of remuneration
package includes basic salary and other benefits, contribution
to pension schemes, discretionary bonus and/or share
options granted under an approved share option scheme.
Such remuneration should reflect work complexity, time
commitment, responsibility and performance with a view of

attracting, motivating and retaining high performing individuals.

Additional Information On Auditors’ Disclaimer
Opinion

The Board wishes to draw the attention of the shareholders of
the Company (the "Shareholders”) to the section headed "Basis
for Disclaimer of Opinion” as contained in the Independent
Auditor’'s Report dated 6 May 2020 issued by the Company's
auditors, PricewaterhouseCoopers, now contained in pages
83 to 88 of this annual report. On the basis set out therein,
our auditors do not express an opinion on the consolidated
financial statements of the Group for the year ended 31
December 2019.

As explained in the "Basis for Disclaimer of Opinion”, the
auditors’ disclaimer of opinion was principally caused by
the multiple uncertainties relating to going concern and the
uncertainty of assets impairment of the energy business.
Such uncertainties were not resolved as at 31 December 2019
primarily due to the delayed progression of discharging the

Relevant Guarantee.

During the Year, the Group has entered a total of USD250
million loan facilities with a substantial shareholder [note
16), which would be utilised to support the Group operations,
including oilfield development and repayment of outstanding
debts. As at 31 December 2019, approximately USD83.8 million
has been drawn down. The utilisation of such facilities would
be mainly used for the energy sector development and debt
repayment. Thus the Group will continue to negotiate with the
substantial shareholder on the drawdown schedule, and the
Group is expecting to proceed further drawdown to support the

operations and debt repayment.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Board and audit committee agreed with the views of the
management and the auditors regarding the uncertainty of
going concern and the uncertainty of impairment of energy
sector’s asset. There is no disagreement by the Board, the
management nor the audit committee with the position taken

by the Company’s auditors regarding the disclaimer of opinion.

The Directors will continue to use their best efforts to protect
and uphold the Company’s best interest, including ongoing
negotiation with various lenders over the debt restructuring
arrangements. The Group Directors and Management are
proactively to resolve matters relating to disclaimer of opinion

throughout the financial year 2020.

Event after the Reporting Period

Following the outbreak of Coronavirus Disease 2019 ("COVID-19
outbreak”] in early 2020, a series of precautionary and control
measures have been and continued to be implemented globally.
Since the COVID-19 outbreak and global negotiation on oil
supply, the oil prices have dropped significantly subsequent to
year end.

In preparing this set of consolidated financial statements, the
Group tested property, plant and equipment and intangible
assets for impairment and no provision for impairment was
made. In performing this assessment, the Group determined
the value-in-use by estimating the present value of future cash
flows of the energy exploration and production segment based
on the conditions as at 31 December 2019. In the impairment
test on property, plant and equipment and intangible assets
to be performed in 2020, COVID-19 outbreak and its impact
on the present value of estimated future cash flows will be
considered. As at 31 December 2019, the carrying values
of property, plant and equipment and intangible assets are
RMB598,369,000 and RMB1,686,779,000 respectively.

Up to the date on which this set of consolidated financial
statements were authorised for issue, the Group is still in the
process of assessing the impacts of the COVID-19 outbreak
on the Group’s performance in 2020 and is currently unable to
estimate the quantitative impacts to the Group.
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DIRECTORS AND SENIOR MANAGEMENT

EENSREERE

Board of Directors

The Board, which oversees the Company’'s operations
through several committees, has ultimate responsibility for
the administration of the affairs of the Company. The Board
consists of seven Directors, four of whom are executive
Directors, and three of whom are independent non-executive

Directors.

Executive Directors
Mr. CHEN Qiang (B )

Chairman of the Board,

Executive Director and Chief Executive Officer

Mr. Chen Qiang, aged 58, an executive Director, the Chairman
and chief executive officer of the Company. Mr. Chen joined the
Group in 2004 and was appointed as an executive Director on
24 October 2010. He was further appointed as the Chairman
with effect from 26 November 2012. He is also the chairman
of our finance and investment committee, a member of
our corporate governance committee and a member of our
remuneration committee. He is responsible for overseeing
the overall operations of the Group and is a director of a
subsidiary of the Company. In 2002, Mr. Chen obtained his
doctorate degree in naval architecture and ocean engineering
from Harbin Engineering University (FEE T2 AZ) and an
MBA degree from China Europe International Business School
(BB TP 2 Fx). Mr. Chen obtained a master’'s degree in
professional accounting (EMPAcc) (2 ¥ € 5 %8 L) from the
Chinese University of Hong Kong and was awarded the CFO
Qualifying Certificate from the Shanghai National Accounting
Institute (/& Bl X & 5 2 Bz) in 2010. He also obtained a
bachelor’s degree in marine power engineering from Shanghai
Jiao Tong University [ F/8 2238 AE) in 1982. He also completed
the Rongsheng Global Leaders Program of the Wharton
School of the University of Pennsylvania in October 2011. Mr.
Chen once served as an assistant to the general manager
and subsequently a deputy manager of Jiangnan Shipbuilding
Group Co., Ltd. (TFIEMEEARAF]). He was an executive
deputy general manager and subsequently the vice-chairman
to the board of directors and general manager of Shanghai
Waigaogiao Shipbuilding Co., Ltd. (L84 @& EMBR A A,
and was one of the founders of the company. Mr. Chen is one
of the experts on the national expert database of the PRC
and was named as one of the “one hundred entrepreneurial
talents” by the Jiangsu provincial government. In 2011, he
was also a top-tier chief scientist enrolled in the 4th “333
Talents Cultivation Project” of Jiangsu Province. In 2010,
the prestigious Norwegian shipping magazine “TradeWinds”
ranked him the 41st among the “100 Most Influential People
in Shipping Today”. In 2012, Lloyd’s List ranked him the 88th

CHINA HUARONG ENERGY COMPANY LIMITED
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DIRECTORS AND SENIOR MANAGEMENT

among the “100 Most Influential People in Global Shipping
Industry of 2012". Mr. Chen enjoys special government
allowances granted by the State Council and has won many
domestic awards and has been granted many honorary titles,
for example, the State Scientific and Technological Progress
Second Class Award (BIZR B AT H#E 25 = F 58] in 1990. Mr.
Chen is a committee member of the Jiangsu Shipbuilding
and Offshore Engineering Assessment Panel of Professional

Qualification [TE#REMMELS F TESMZEXEFMERTES

Mr. HONG Liang [2#7)

Executive Director and Chief Operating Officer

Mr. Hong Liang, aged 48, is an executive Director and chief
operating officer of the Company. Mr. Hong joined the Group
in 2006 and was appointed as an executive Director on 24
October 2010. He is a member of our finance and investment
committee. He is also a director of certain subsidiaries of the
Company. Mr. Hong is primarily responsible for investment
and financing, capital as well as cost and budget management.
Mr. Hong obtained his bachelor’'s degree in accounting from
Shanghai University [ /& X 2] in 1994. He obtained the
Master of Executive Professional Accountancy (EMPAcc] from
Shanghai National Accounting Institute and The Chinese
University of Hong Kong in August 2010. He also completed
the Rongsheng Global Leaders Program of the Wharton School
of the University of Pennsylvania in October 2011. Mr. Hong
has 20 years of experience in corporate finance and strategic
investment gained from his service at investment banks. Mr.
Hong worked at Shenyin and Wanguo Securities [FRREBIFES
A A]) as an assistant manager of division two of the Shanghai
investment banking department from 1994 to 1997, the deputy
general manager of the Shanghai investment banking division
of CITIC Securities Limited (1 {5 & %% & R & £ 2 7). the
general manager of the investment banking division of United
Securities Company Limited (Bf&EHFRMH AR from 1998 to
1999, the deputy manager of the investment banking division
of CITIC Securities Limited (F{E&HFMD AR from 1999 to
2002, the general manager of the investment and development
division of Shanghai Sunglow Investment Co., Ltd. (/853
EELBEABR AT from 2002 to 2004, and the deputy general
manager of the strategic investment division of Shanghai
Dasheng Holdings Limited (/8 KB & E R A from 2004 to
2005.
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Ms. ZHU Wen Hua (43X 7]

Executive Director

Ms. Zhu Wen Hua, aged 51, is an executive Director. Ms. Zhu
was appointed as an executive Director on 31 December 2013.
She is @ member of our nomination committee. She has served
as vice-chairman of Rongsheng Heavy Industries since May
2015. She served as an assistant supervisor of the supervisory
audit department and a supervisor of the bidding control
department of Rongsheng Heavy Industries, a subsidiary of
the Company, since 2009 and January 2012 respectively. She
also has served as an assistant to the president of Rongsheng
Heavy Industries since October 2013. Since March 2014, she
has served as vice-president of Rongsheng Heavy Industries,
as well as head of the cost control department and director of
the bidding office. She is also a director of certain subsidiaries
of the Company. Ms. Zhu graduated from the Graduate School
of the Shanghai University (/8 X 2% 58 &£ #f) in May 2010
studying a professional postgraduate course in Management
Science & Engineering. She also completed the Rongsheng
Global Leaders Program of the Wharton School of the

University of Pennsylvania in June 2012.

Mr. NIU Jianmin ((EE)

Executive Director

Mr.
KeiproisxepHedTeras (Kyrgyzier Neftegaz

Niu, aged 53, is currently the president of

Limited Liability Company), an indirect non-wholly owned
subsidiary of the Company, since March 2018. Mr. Niu was
graduated from the Russian major of Kunlun Vocational
College in Xinjiang (FTiBE M AZE) in 1991 and graduated
from the Russian language and literature of Tashkent Normal
University (3BT # A& K2 in 1995. In 2018, he entered the
Kyrgyz Humanities University (BB HTAXKZE] and studied
for a master’'s degree in economic management. Mr. Niu has
over 30 years of experience in oil and energy industry. Prior to
joining the Company, he served as the deputy general manager
of Xinjiang Yaxin International Economic and Trade Co., Ltd.
FriEEEBEBRLERMNBR DA from 1991 to 2002. He was
also the general manager of Xinjiang Lishida Aluminum
International Trade Co., Ltd. (i ) LEREBE R A from
2002 to 2009. From 2009 to 2018, he was employed in several
oil and energy related companies, mainly responsible for
acquisition, exploration and development of Kazakhstan oilfield

projects.

CHINA HUARONG ENERGY COMPANY LIMITED
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Independent Non-executive Directors
Mr. WANG Jin Lian (F £53Z)

Independent Non-executive Director

Mr. Wang Jin Lian, aged 74, is an independent non-executive
Director. He was appointed as an independent non-executive
Director on 31 July 2013. He is the chairman of our corporate
governance committee and nomination committee and a
member of our audit committee, finance and investment
committee and remuneration committee. He was the secretary
general of China Association of the National Shipbuilding
Industry from May 2006 to August 2015. Mr. Wang has
over 40 years of experience in shipbuilding industry. He
previously held various senior positions, including deputy
director general of the international bureau of China State
Shipbuilding Corporation (F B f5 #f T 2 # X ), director
general of the planning and development department of China
State Shipbuilding Corporation (B fif T £ E A 7)), vice
chairman of Shanghai Waigaogiao Shipbuilding Co., Ltd. (&
BINEBEEMBMR AR and vice chairman of Hudong Heavy
Machinery Co., Ltd. [ERE#RMHBRAF). Mr. Wang holds
the senior engineer (researcher level] qualification in China.
He graduated from Beijing Institute of Aeronautics (currently
named as Beihang University) (At 228t » I8 A1t =M ZEmM
RAE) in 1969.

Ms. ZHOU Zhan [/E/&]

Independent Non-executive Director

Ms. Zhou Zhan, aged 58, is an independent non-executive
Director. She was appointed as an independent non-executive
Director on 21 May 2014. She is the chairman of our audit
committee and remuneration committee and a member of our
finance and investment committee and nomination committee.
She is currently a partner at Beijing Promise Certified Public
Accountants General Partnership (1t ;X R B {5 & 5t A = 1§
Ffr). She participated in founding Sino-Reality Certified Public
Accountants (2 E & 5t B EHFA) in 1997, where she served
as a partner from 1997 to 2013. Ms. Zhou has more than 30
years of experience in auditing, accounting and taxation. Ms.
Zhou holds Certified Public Accountant and Certified Public
Tax Advisor qualifications in the PRC. She graduated from
Zhongnan University of Economics and Law (R B & BUEA KR E)
with a bachelor’s degree in economics in 1983.
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Mr. LAM Cheung Mau (#t& %]

Independent Non-executive Director

Mr. Lam Cheung Mau, aged 63, is an independent non-
executive Director. Mr. Lam was appointed as an independent
non-executive Director on 18 November 2015. He is a member
of our audit committee and corporate governance committee.
Mr. Lam has over 30 years of experience in the auditing and
finance. He previously held various positions, as officers in
the audit department of Hua Chiao Commercial Bank, in
the corporate planning and budgeting division of the finance
department of Bank of China (Hong Kong) and was an audit
manager of Han's Laser Technology Industry Group Co., Ltd.
Mr. Lam graduated in 1982 from the accounting division of
Xiamen University (B P A 2] with a bachelor’'s degree in
economics. Mr. Lam is currently an independent non-executive
director of China Smarter Energy Group Holdings Limited
(a company listed on the Hong Kong Stock Exchange) and a
member of its audit committee, remuneration committee and

nomination committee.

CHINA HUARONG ENERGY COMPANY LIMITED
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REPORT OF THE DIRECTORS

The Directors are pleased to submit this report together with
the audited consolidated financial statements of the Group for
the year ended 31 December 2019.

Principal Activities and Analysis of
Operations

The principal activity of the Company is investment holding.
The activities of its principal subsidiaries are set out in note 32

on pages 225 to 232 to the financial statements.

Details of the analysis of the Group's turnover and contribution
to gross profit for the year, by operating segments, are set out

in Note b to the consolidated financial statements.

Business Review

A fair review of the business of the Group as required pursuant
to Schedule 5 to the Companies Ordinance (Chapter 622 of
the Laws of Hong Kong), comprising analysis of the Group
performance during the year, description of the principal risks
and uncertainties facing the Group, particulars of important
events affecting the Group that have occurred since the end
of the financial year 2019 as well as indication of likely future
development in the business of the Group are set out in the
sections headed "Chairman’s Statement”, "Management
Discussion and Analysis” and “Corporate Governance Report”

contained in this annual report.

The financial risk management objectives and policies of
the Group are set out in Note 3 to the consolidated financial
statements. An analysis of the Group's performance using
financial key performance indicators is shown in the section

headed “Five-Year Financial Summary” of this annual report.

Results

The results of the Group for the year ended 31 December 2019
are set out in the consolidated statement of comprehensive

income on pages 91 to 93 of this annual report.

Dividend Policy and Dividends

The Directors did not recommend the payment of a final
dividend for the year ended 31 December 2019 (2018: Nil.
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The Company’s ability to pay dividends depends on, among
other things, the Group’s current and future operations,
liquidity position and capital requirements. The payment of
dividends by the Company is also subject to compliance with
any restrictions under the Laws of the Cayman lIslands, the
memorandum and articles of association of the Company and
any applicable laws, rules and regulations. The Board will
review the dividend policy from time to time and may exercise
at its absolute and sole discretion to update, amend, and/or
modify the policy at any time as it deems fit and necessary.
There is no assurance that dividends will be paid in any

particular amount for any specific period.

Closure of Register of Members

The register of members of the Company will be closed during
the period from Wednesday, 17 June 2020 to Tuesday, 23 June
2020 (both days inclusive), during which no transfers will be
registered, for the purpose of ascertaining shareholders’
entitlement to attend and vote at the forthcoming annual
general meeting of the Company to be held on Tuesday, 23
June 2020 ("2020 AGM"). In order to be eligible to attend and
vote at the 2020 AGM, all transfer documents accompanied
by the relevant share certificates must be lodged for
registration with the Company’s share registrar in Hong Kong,
Computershare Hong Kong Investor Services Limited at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’'s Road
East, Wanchai, Hong Kong not later than 4:30 p.m. on Tuesday,
16 June 2020.

Share Capital

Details of the movements in the share capital of the Company
are set out in Notes 12 and 13 to the consolidated financial
statements.

Convertible Bonds

Details of the convertible bonds are set out in the Note 16 to
the consolidated financial statements.

Distributable Reserves

As at 31 December 2019, no reserves of the Company available
for distribution to shareholders (2018: Nil).

CHINA HUARONG ENERGY COMPANY LIMITED
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Financial Summary

A summary of the results for the year ended and of the assets
and liabilities of the Group as at 31 December 2019 and for
the previous four financial years are set out in the Five-Year

Financial Summary section on page 237 of this annual report.

Pre-Emptive Rights

There are no provisions for pre-emptive rights under the
Company's Articles of Association or the relevant laws of the
Cayman Islands which would oblige the Company to offer new

shares on a pro-rata basis.

Purchase, Sale or Redemption of the Company’s
Listed Securities

During the year ended 31 December 2019, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of
the Company's listed securities.

Share Option Schemes
Pre-IPO Share Option Scheme

On 24 October 2010, the Company conditionally approved and
adopted the Pre-IPO Share Option Scheme.

As at 31 December 2019 and, 6 May 2020, being the date
of this report, the total number of Shares in respect of the
outstanding options granted under the Pre-IPO Share Option
Scheme was 2,650,000 Shares, representing approximately
0.06% of the total issued share capital of the Company
comprising 4,770,491,507 Shares. No further options will be
offered or granted by the Company pursuant to the Pre-IPO
Share Option Scheme. The exercise price per Share of the
options granted under the Pre-IPO Share Option Scheme is
HKD20.00.

The purpose of the Pre-IPO Share Option Scheme is to give
the participants an opportunity to acquire a personal stake in
the Company and help motivate such participants to optimise
their performance and efficiency, and also to help retain the
participants whose contributions are important to the long-
term growth and profitability of the Group. The maximum
number of Shares issued and to be issued upon exercise of the
options granted under the Pre-IPO Share Option Scheme to
any one Participant [including both exercised and unexercised
options) in any 12-month period shall not exceed 1% of the
Shares in issue as at the date of grant.
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The following table discloses details of the Company’s

outstanding share options held by the Directors and certain

employees of the Company under the Pre-IPO Share Option

Scheme and their movements during the year ended 31
December 2019:

TERBEBARREERETREFAEART
BRARBEERBRETEIE T RTTERBK
BNFBEAREE—_Z—NEF+=A=1+—
HIEFRERMES

Number of share options

BREHA
As at As at
1 January 31 December Exercise  Exercisable
Names of grantees Date of grant 2019  Exercised Cancelled Lapsed 2019 price (HKD) period
R-B-NE
R-B-NE t=A 1@
RRAER RiBH -A-H B B b3 =t+-H (#7) s
Mr. Hong Liang 24 October 2010 875,000 - - - 875,000 20.00 Note
KR ~2-%% Wit
+A-+mA
Mr. Wang Tao 24 October 2010 875,000 - - 875,000 - 20.00 Note
(retired on 10 June 2019) —2-%F iz
IRRE TA=tmE
(RZE-NERXATHER)
Ms. Zhu Wen Hua 24 QOctober 2010 75,000 - - - 75,000 20.00 Note
RERL —Z-% i
+A-fmE
Senior Management and 24 QOctober 2010 1,825,000 - - 125,000 1,700,000 20.00 Note
other employees [in Z-2F i
aggregate| +AZ+mA
RREREREMER (L)
Total 3,650,000 - - 1,000,000 2,650,000
At
Note: BisE -

Each of the grantees to whom the options have been granted under the Pre-IPO
Share Option Scheme is entitled to exercise:

(i)

(ii)

(iii)

up to 20% of the shares that are subject to the options granted to the
relevant grantee (rounded down to the nearest whole number of shares] at
any time during the period commencing on 19 November 2010 (the “Listing
Date’] and ending on the first anniversary of the Listing Date;

up to 40% of the shares that are subject to the options granted to the
relevant grantee less the number of shares in respect of which the options
have been exercised by the grantee (rounded down to the nearest whole
number of shares] at any time during the period commencing on the
expiry of the first anniversary of the Listing Date and ending on the second
anniversary of the Listing Date;

up to 60% of the shares that are subject to the options granted to the
relevant grantee less the number of shares in respect of which the options
have been exercised by the grantee (rounded down to the nearest whole
number of shares] at any time during the period commencing on the expiry
of the second anniversary of the Listing Date and ending on the third
anniversary of the Listing Date;
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(ivl  up to 80% of the shares that are subject to the options granted to the
relevant grantee less the number of shares in respect of which the options
have been exercised by the grantee (rounded down to the nearest whole
number of shares] at any time during the period commencing on the
expiry of the third anniversary of the Listing Date and ending on the fourth
anniversary of the Listing Date; and

(v] such number of shares subject to the options granted to the relevant
grantee less the number of shares in respect of which the options have
been exercised by the grantee (rounded down to the nearest whole number
of shares) at any time during the period commencing on the expiry of the
fourth anniversary of the Listing Date and ending on 26 October 2020.

Share Option Scheme

On 24 October 2010, the Company also conditionally approved
and adopted a share option scheme for the purpose of
enabling the Group to grant options to selected participants as
incentives or rewards for their contribution to the Group. Under
the Share Option Scheme, the maximum number of Shares which
may be issued by the Company pursuant to the exercise of the
share options under the Share Option Scheme is 140,000,000
Shares, representing 10% of the total issued share capital of
the Company on the Listing Date. As at 31 December 2019, the
total number of Shares in respect of the outstanding options
granted under the Share Option Scheme was 16,800,000
Shares, representing approximately 0.35% of the total issued
share capital of the Company comprising 4,770,491,507 Shares.
The exercise price per Share of the options granted under the
Share Option Scheme is HKD9.70. During the Period, no share
options had been granted under the Share Option Scheme.

As at 6 May 2020, being the date of this report, the maximum
number of Shares which may be issued by the Company
pursuant to the exercise of the share options under the Share
Option Scheme (after taking into account of any lapse of share
options thereunder] was 16,800,000 Shares, representing
approximately 0.35% of the total issued share capital of the
Company comprising 4,770,491,507 Shares. The maximum
number of shares issued and to be issued upon exercise of
the options granted under the Share Option Scheme to each
participant (including both exercised and unexercised options)
in any 12-month period shall not exceed 1% of the Shares in

issue as at the date of grant.

The following table discloses details of the Company’s
outstanding share options held by the Directors and certain
employees of the Company under the Share Option Scheme
and their movements during the year ended 31 December
2019:
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Number of share options
BREHA
As at As at
1 January 31 December Exercise Exercisable
Name of grantee Date of grant 2019  Exercised Cancelled Lapsed 2019 price (HKD) period
RZB-1E
R=2-N%§ t=A e
RARAER RieH -A-H BT B P =t-H (&7) g
Mr. Chen Qiang 30 April 2012 14,000,000 - - - 14,000,000 9.70 Note
BRsa s “F-CF i3
mA=+H
Mr. Hong Liang 30 April 2012 2,800,000 - - - 2,800,000 9.70 Note
HREE “F-F i3
mA=+H
Mr. Wang Tao 30 April 2012 1,276,000 - - 1,276,000 0 9.70 Note
(retired on 10 June Z—Z—=& fizE
2019) mA=+H
TEEE
(RZE-n%r~ATH
RFE)
Ms. Zhu Wen Hua 30 April 2012 900,000 - - - 900,000 9.70 Note
KRt —F-C-f i
mA=+H
Senior Managementand 30 April 2012 10,072,000 - - 1,800,000 8,272,000 9.70 Note
other employees —E-f i
(in aggregate) MA=1H
BRERER
EtER(AH)
Total 29,048,000 - - 3,076,000  25972,000
at
Note: MzE -

No share options are exercisable prior to the first anniversary of 30 April
2012 ("Date of Grant”). On each of the first, second, third, fourth and fifth
anniversaries of the Date of Grant, a further 20% of the share options granted to
each grantee may be exercised, provided that no share options shall be exercised
after 30 April 2022.

Particulars of the Company's Pre-IPO Share Option Scheme
and Share Option Scheme are set out in Note 13 to the

consolidated financial statements.

Subsidiaries

Details of the Company’s subsidiaries as at 31 December 2019
are set out in Note 32 to the consolidated financial statements.
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Connected Transactions

Pursuant to Chapter 14A of the Listing Rules, the following
transactions are connected transactions or continuing
connected transactions under the Listing Rules which are
subject to the disclosure requirements under Chapter 14A of
the Listing Rules

Structure Agreements

According to the Foreign Investment Industries Catalogue,
foreign ownership in a ship repair, design and manufacturing
company in PRC may not exceed 49%. Additionally, foreign
ownership in companies which repair, design and manufacture
marine engineering equipment and those that design and
manufacture low-speed and medium-speed marine diesel

engines may not exceed 49%.

In view of the abovementioned foreign ownership restrictions,
Rongsheng Heavy Industries only owns a 49% equity interest in
Rongsheng Shipbuilding and Rongsheng Investment (renamed
as Xuming Investment] owns the remaining 51% equity interest.
Similarly, Rong An Power Machinery is owned by Rongsheng
Shipbuilding as to 51% and by Rongye Mechanical as to 49%.
Mr. Zhang Zhi Rong, who is currently a substantial shareholder
of the Company and who was formerly the Chairman and a
non-executive director of the Company prior to his resignation
on 26 November 2012, is the ultimate controlling shareholder
of Rongsheng Investment. Particulars of Rongsheng Heavy
Industries and Rongsheng Shipbuilding are set out in Note 32
to the consolidated financial statements.

In order to enable us to govern and control the financial
and operating policies of Rongsheng Shipbuilding and for
Rongsheng Heavy Industries to enjoy 100% of the economic
benefits of Rongsheng Shipbuilding, we have entered into a
shareholders’ agreement (the "Shareholder Agreement”)
through Rongsheng Heavy Industries with Rongsheng
Investment dated 8 January 2009 but effective as at 21 May
2008 and a supplemental agreement in relation thereto through
Rongsheng Heavy Industries with Rongsheng Investment dated

18 October 2010 but effective as at 21 May 2008.
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On 20 October 2010, a services agreement [the “Services
Agreement’] was entered into amongst Rongsheng Heavy
Industries, Rongsheng Shipbuilding and Rongsheng Investment,

the key provisions of which are as follows:

(1) Rongsheng Heavy Industries agreed to provide shipbuilding
technology guidance, support and improvements,
engineering supervision, acceptance testing and other
support work- related consulting services to Rongsheng
Shipbuilding (the “Services”);

(2) Rongsheng Investment agreed to pay Rongsheng Heavy
Industries a services fee equivalent to all of the economic
benefits flowing from the dividend income received from
Rongsheng Shipbuilding as a result of its 51% interest
in the share capital of Rongsheng Shipbuilding (which
is due and payable on the same date when Rongsheng
Shipbuilding pays any dividend to its shareholders]; and

(3] Rongsheng Investment undertakes not to retain any
parties other than Rongsheng Heavy Industries to provide
similar services to Rongsheng Shipbuilding without the
prior written consent of Rongsheng Heavy Industries.

The Group does not have a controlling equity interest in
Rongsheng Shipbuilding and therefore can only rely on
contractual arrangements under the Shareholders’” Agreement
and the Services Agreement (collectively, the "Structure
Agreements”] to carry out its shipbuilding operations. The
PRC governmental authorities may in the future interpret
or issue laws, regulations or policies that result in the
contractual arrangements under the Structure Agreements
being deemed to be in violation of the existing or then
prevailing PRC laws and regulations, which would materially
impact on the Group's entitlement to the economic benefits
of Rongsheng Shipbuilding, as a result of which the Group's
business, financial condition and results of operations may be
materially and adversely affected. In addition, the contractual
arrangement under the Structure Agreements may not give
the Group as effective control and power as direct legal and
beneficial ownership of 100% of Rongsheng Shipbuilding. In the
event of any breach or default by Rongsheng Investment and/
or Rongsheng Shipbuilding, the Group would need to resort
to legal remedies under PRC laws to enforce its rights, which
may or may not be effective to provide the Group with adequate
remedies.
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To reduce the above-mentioned risks to the Group, the
Company regularly monitors compliance by Rongsheng
Investment with the Structure Agreements and internal
controls are in place over Rongsheng Shipbuilding to safeguard
its interests under the Structure Agreements. The Company’'s
legal department also works closely with its external PRC
counsel to monitor the PRC regulatory environment and seek
to reduce risks associated under the Structure Agreements.
In the event that there are changes to PRC laws such that the
Group is permitted to have legal and beneficial ownership of
Rongsheng Shipbuilding without the Structure Agreements,
the Group shall seek to unwind the Structure Agreements in

accordance with applicable laws and regulations.

During the year ended 31 December 2019, Rongsheng
Investment had not received any dividend income from

Rongsheng Shipbuilding.

The Services Agreement and the terms of the transactions
thereunder during the year ended 31 December 2019 have
been reviewed by the independent non-executive Directors who
have confirmed that, pursuant to the terms of the Services
Agreement:

(1) the transactions carried out during the year ended 31
December 2019 were entered into in accordance with the
relevant provisions of the Services Agreement and had
been operated so that any profits generated by Rongsheng
Shipbuilding had been retained by the Group;

(2) no dividends or other distributions were made by
Rongsheng Shipbuilding to the holders of its equity
interests other than the Group [or to the extent that they
were made, they had been forwarded to Rongsheng Heavy
Industries by way of payment of the fee for the Services);

and

(3) Rongsheng Heavy Industries had obtained its entitlement

under the Services Agreement.
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Exempt Connected Transactions

During the year ended 31 December 2019, the Company
entered into certain related party transactions which also
constitute fully exempt connected transaction under Chapter

14A of the Listing Rules, details of which are set out below:

During the year ended 31 December 2019, Mr. Zhang Zhi Rong
(a substantial Shareholder of the Company) and/or entities
controlled by him or his close family members, agreed to
provide security-free and interest-free loan facilities to the
Group for working capital purposes for an aggregate amount
up to RMB1,740.8 million.

During the year ended 31 December 2019, directors and
substantial shareholders of the Company or entities controlled
by them provided guarantees and security in respect of certain

bank borrowings and refund guarantees of the Group.

As the above financial assistance was provided by connected
persons for the benefit of the Company on normal commercial
terms (or better to the Company) and no security over the
assets of the Group is granted in respect of the financial
assistance, the financial assistance constitutes connected
transactions of the Company exempt from reporting,
announcement and independent shareholders’ approval

requirements pursuant to Rule 14A.90 of the Listing Rules.

Related Party Transactions

Details of the material related party transactions undertaken
by the Group in the normal course of business are set out in
Note 31 to the consolidated financial statements. Those related
party transactions which constituted connected transactions/
continuing connected transactions under the Listing Rules
are set out in the section headed “Connected Transactions”
above, and the Company has complied with the applicable
requirements in accordance with Chapter 14A of the Listing

Rules.
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Major Customers and Suppliers

During the year ended 31 December 2019, the Group had no
purchases from major suppliers since the operations of the
Group were minimal. The percentages of sales, excluding
cancellation of construction contracts, attributable to the
Group’s largest customer and the three largest customers
were 21.2% and 59.2%, respectively. During the year ended
31 December 2019, none of the Directors or any of their
associates, or any shareholders of the Company (which to the
best knowledge of the Directors, own more than 5% of the
Company's issued share capital], had any interest in any of the
Group’s five largest suppliers or customers.

Remuneration Policy

The remuneration of directors are recommended by the
remuneration committee of the Company and approved by
the Board, based on prevailing market conditions and with
reference to other companies of a similar size, business
nature and scope as the Company. In addition, the Company
may grant share options to eligible directors and employees as

incentives for their contributions to the Group.

The primary goal of our policy for remuneration packages
is to ensure that Directors are fairly rewarded and they
receive appropriate incentives to maintain high standards of

performance.

The principal elements of the Directors’ remuneration package

include:

e  basic salary and other benefits;

contribution to pension schemes;

e discretionary bonus; and

e share options granted under an approved option scheme.
Details of the Directors’ emoluments, the five highest-paid
individuals and senior management of the Group for the year

ended 31 December 2019 are set out in Notes 17 and 25,
respectively, to the consolidated financial statements.
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Directors

Directors of the Company during the year ended 31 December
2019 and up to the date of this report are as follows:

Executive Directors

Mr. Chen Qiang (Chairman and Chief Executive Officer]
Mr. Hong Liang (Chief Operating Officer)
Mr. Wang Tao
(retired on 10 June 2019)
Ms. Zhu Wen Hua
Mr. Zhang Ming
(retired on 10 June 2019)
Mr. Niu Jianmin
(appointed on 1 March 2020)

Independent Non-executive Directors

Mr. Wang Jin Lian
Ms. Zhou Zhan
Mr. Lam Cheung Mau

Mr. Hong Liang, Mr. Wang Jin Lian and Ms. Zhou Zhan are
due to retire from the Board by rotation at the 2020 AGM in
accordance with Article 16.18 of the Articles of Association.
Mr. Niu Jianmin is subject to re-election at the 2020 AGM in
accordance with Article 16.2 of the Articles of Association.

The biographical details of the Directors and senior
management of the Company as at the date of this Report are
set out in the Directors and Senior Management section on

pages 20 to 24 of this annual report.

Directors’ Service Contracts

During the year ended 31 December 2019, none of the
Directors had entered into a service contract with the Group
which was not determinable within one year without payment
of compensation, other than statutory compensation.

CHINA HUARONG ENERGY COMPANY LIMITED
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Directors’ Material Interests in
Transactions, Arrangements and
Contracts that are Significant in
Relation to the Company’s Business

Save for the contracts described under the section headed
“Connected Transactions” above, no contracts of significance (as
defined in Appendix 16 to the Listing Rules] or arrangements
in relation to the Group’'s business to which the Company or its
holding company or a subsidiary of the Company or its holding
company was a party and in which a Director had a material
interest, whether directly or indirectly, subsisted at the end
of the year or at any time during the year ended 31 December
2019.

Directors’ Interests in Competing
Business

As at 31 December 2019, none of the Directors were interested
in any business apart from the Group's businesses which
competes or is likely to compete, either directly or indirectly,

with businesses of the Group.

Directors’ and Chief Executive’s
Interests and Short Positions in
Shares, Underlying Shares and
Debentures of the Company or Any
Specified Undertaking of the Company

As at 31 December 2019, the Directors and chief executive
of the Company had the following interests in the Shares
or underlying shares of the Company and its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the "SFO"]) which were recorded in
the register required to be kept under section 352 of the SFO
or otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies (the "Model Code"):
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(A) Long Positions in Shares and Underlying (A) A& TR % RERE RGO W EF

Shares of the Company -}
Number of Shares Interested
RERZNBRAEE
Equity Percentage of
Personal Corporate derivatives issued share
Name of Director interest interest (share options)? Total capital®
BRASTETR EE BT
EEpE AR NERER (BRRHE)? &5t Nl A
Mr. Chen Qiang - 27,200,000 14,000,000 41,200,000 0.86%
BRo& 2
Mr. Hong Liang - - 3,675,000 3,675,000 0.08%
AR
Ms. Zhu Wen Hua - - 975,000 975,000 0.02%
Kemt
Notes: B E
1 27,200,000 Shares (before taking into account the 14,000,000 Shares 1 27,200,000 A% B 17 (N5t B AR 5 8 AR R PT RE 4R
that may be granted to Mr. Chen Qiang pursuant to share options) TR 9% % 4 #914,000,00088 A& 17 ) R BX BB R
are directly held by Boom Will Limited. Boom Will Limited is 100% NAIEERA BREBRAGIHRREEER
directly beneficially owned by Mr. Chen Qiang. EERFFA100%%E5 ©
2 These interests represented the interests in underlying shares in 2 ZERRRRARANZEELREREAA
respect of share options granted by the Company to these directors ZEEEROZEREY R BERG 2 E
as beneficial owners, the details of which are set out in the section & BEFEEIAN X EREE ] —
headed “Share Option Schemes” above. £ o
3 These percentages have been compiled based on the total number 3 ZEADLDRBARRAN_T-—NE+=
of issued shares of the Company of 4,770,491,507 as at 31 December A=+—B®BEETIRM 514,770,491,507
2019 and rounded to two decimal places. MRETE - WREZMIE N -
Save as disclosed above, as at 31 December 2019, none of bR EXAIEEIN R NEF+Z
the Directors or the chief executive of the Company had A=+—H BERRFREFTH&EST
any interest or short position in the Shares, underlying A BRAQ R SHE AR EZR(E
shares or debentures of the Company or any of its ERBF LG GROIEXVED) B -
associated corporations (within the meaning of Part XV of HEARO S EREZEREREELNEE
the SFO) as recorded in the register required to be kept BHERBEROIEEREFENE
under section 352 of the SFO or as otherwise notified offt - R BFETFAEMNG R RFR
to the Company and the Hong Kong Stock Exchange BB TR IORE -

pursuant to the Model Code.
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(B) Share Options

The interests of the Directors and chief executive in the
share options (being regarded as unlisted physically
settled equity derivatives) of the Company are detailed in

the section headed “Share Option Schemes” above.

Save as disclosed above, at no time during the year, the
Directors and chief executive (including their spouses and
children under 18 years of age] had any interest in, or
had been granted, or exercised, any rights to subscribe
for shares, warrants or debentures, if applicable] of the
Company or its associated corporations required to be
disclosed pursuant to the SFO.
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Substantial Shareholders’ Interests in
the Share Capital of the Company

As at 31 December 2019, the interests of substantial
shareholders (other than the Directors or chief executive of the
Company) in the shares or underlying shares of the Company
which were recorded in the register required to be kept by the

Company under section 336 of the SFO were as follows:

FERRERRARDTRAH
2 2
e
RZF-AFT-A=+—8 ZERR
(RRABEZFHREITHABBRIN RAR T
e sk AR (D P HE B BB R IR IEE A
BIEEPIE3BEREFEELMERD
T

Percentage of

Number of shares and issued share

Name of substantial shareholder derivatives interested capital’
BERENRO R HERITRS

FTERRER STETAHE ERa4d
China Minsheng Banking Corp. Ltd.! 7,006,000,000 146.86%
Ms. Zhao Xuejun? 1,490,120,000 31.24%
HERRLL?
Skyline Asia International Limited? 1,490,120,000 31.24%
Action Phoenix Limited? 1,220,000,000 25.57%
Mr. Wang Ping® 771,359,794 16.17%
FFRAS
Kingwin Victory Investment Limited® 771,359,794 16.17%
BABIIRERR AR
Mr. Zhang Zhi Rong* 388,301,031 8.14%
SR A ST A
Fine Profit Enterprises Limited* 388,301,031 8.14%
HFRRERRAR
Mr. Mei Liang® 348,000,000 7.29%
HgRR e Ao
Top Acton Limited® 348,000,000 7.29%
Mr. Ho Kwok Leung Glen® 342,000,000 7.17%
fa] BIRRSE A6
Mr. Lai Kar Yan® 342,000,000 7.17%
Nt
China Development Bank® 342,000,000 7.17%
Castle Giant Investments Limited? 270,120,000 5.66%

40 CHINA HUARONG ENERGY COMPANY LIMITED
TEERERRDERR A



Notes:

1. This interest represents the interests directly held by Minsheng Bank
[Shanghai) and Minsheng Bank (Suzhou) in the 6,639,880,000 underlying
shares and 366,120,000 underlying shares of the Company respectively in
relation to the Subscription Convertible Preference Shares issued by the
Company. Both Minsheng Bank (Shanghai) and Minsheng Bank (Suzhoul
are branches of China Minsheng Banking Corp. Ltd.. As such, Minsheng
Bank (Shanghai)] and Minsheng Bank (Suzhou) will also not be regarded
as a public Shareholder in the event that Minsheng Bank (Shanghail
and Minsheng Bank (Suzhou), individually or in aggregate, hold 10% or
more of the issued share capital of the Company upon conversion of the
Subscription Convertible Preference Shares. Minsheng Bank (Shanghai)
and Minsheng Bank (Suzhou) may be subject to the obligations to make a
general offer under the Takeovers Code in the event that they, individually
or in aggregate, hold 30% or more of the issued share capital of the
Company upon conversion of the Subscription Convertible Preference
Shares. Pursuant to the Company’s Amendments and Restatement of
Memorandum and Articles of Association, if the issue of ordinary Shares
following the exercise by a holder of the Convertible Preference Shares of
the conversion rights would result in the Company not meeting the Public
Float Requirement immediately after the conversion, then the conversion
and the number of ordinary Shares to be issued pursuant to such
conversion shall be restricted to the maximum number of ordinary Shares
issuable by the Company which would not in the reasonable opinion of the
Company result in a breach of the Public Float Requirement.

2. These represent the same interests of Action Phoenix Limited and Castle
Giant Investments Limited. Each of Action Phoenix Limited and Castle
Giant Investments Limited is a wholly owned subsidiary of Skyline Asia
International Limited, of which is 100% directly beneficially owned by Ms.
Zhao Xuejun.

3. Kingwin Victory Investments Limited is wholly-owned by Mr. Wang Ping.
This presents the same interest of Kingwin Victory Investment Limited.

4. This represents the same interest of Fine Profit Enterprises Limited ("Fine
Profit’) and Wealth Consult Limited ("Wealth Consult”) of 21,744,800
shares. Wealth Consult is a wholly-owned subsidiary of Fine Profit, of
which is wholly owned by Mr. Zhang Zhi Rong. Mr. Zhang Zhi Rong was
therefore deemed to have an interest in the shares in which Fine Profit
was interested.

5. Top Acton Limited is wholly-owned by Mr. Mei Liang. This represents the
same interest of Top Acton Limited.

6. Mr. Ho Kwok Leung Glen and Mr. Lai Kar Yan (the "Receivers”) were
appointed on 25 June 2019 as the receivers of China Development Bank
holding 342,000,000 shares of the Company as at 31 December 2019.

7. These percentages have been compiled based on the total number of
issued shares of the Company of 4,770,491,507 as at 31 December 2019
and rounded to two decimal places. All interest stated above represent
long positions.

Save as disclosed above, as at 31 December 2019, the
Company had not been notified of any persons (other than
the Directors or chief executive of the Company) who had an
interest or short position in the shares or underlying shares of
the Company which were recorded in the register required to
be kept by the Company under section 336 of the SFO.
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Public Float

Based on the information that is publicly available to
the Company and within the knowledge of the Directors,
throughout the year ended 31 December 2019 and as at the
date of this report, there has been sufficient public float of
more than 25% of the Company's issued shares as required
under the Listing Rules.

Management Contracts

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Company were entered into or existed during the year ended
31 December 2019.

Compliance with Laws and
Regulations

Compliance procedures are in place to ensure adherence to
applicable laws, rules and regulations in particular, those have
significant impact to the Group. Any changes in the applicable
laws, rules and regulations are brought to the attention of
relevant employees from time to time. As far as the Company
is aware, it has complied in material respects with the relevant
laws and regulations that have a significant impact on the

business and operation of the Company.

CHINA HUARONG ENERGY COMPANY LIMITED
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Environmental Policies and
Performance

Our commitment to protect the environment is well reflected
by our continuous efforts in promoting green measures and
awareness in our daily business operations. We encourage
environmental protection and comply with environmental
regulation and promotes awareness towards environmental
protection to the employees. In the course of its daily
operations, the Group adheres to the principle of recycling
and reducing. It implements green office practices such as
double-sided printing and copying, promoting using recycled
paper and reducing energy consumption by switching off idle
lightings and electrical appliances. The Group will review its
environmental practices from time to time and will consider
implementing further eco-friendly measures and practices
in the operations of the Group's businesses to enhance

environmental sustainability.

Further details of the Group’'s environmental policies and
performance will be disclosed in the environmental, social
and governance report of the Company for the year ended 31

December 2019 to be published in due course,

Relationship with Customers and
Suppliers

The Group has been maintaining friendly negotiation with its
customers and suppliers to develop long-term relationships.
Further details in relation to the major customers and
suppliers identified during the Period are disclosed in the
in this
in the
“Environmental, Social and Governance Report” of this annual

paragraph headed “Major Customers and Suppliers”

report and in the section headed "Operation Practices”

report.

Tax Relief

The Company is not aware of any relief from taxation available
to the shareholders of the Company by reason of their holdings

in the shares of the Company.

Corporate Governance

Principal corporate governance practices adopted by the
Company are set out in the Corporate Governance Report

section on pages 45 to 62 of this annual report.
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Permitted Indemnity Provisions

The Articles of Association provides that every Director or other
officer of the Company shall be entitled to be indemnified out
of the assets of the Company against all losses or liabilities
incurred or sustained by him as a Director or other officer of
the Company in defending any proceedings, whether civil or
criminal, in which judgment is given in his favour, or in which
he is acquitted. In addition, the Company has maintained
appropriate directors and officers liability insurance in respect

of the relevant legal actions against the Directors.

Auditor

The consolidated financial statements for the year ended 31
December 2019 have been audited by PricewaterhouseCoopers,
retire at the conclusion of the 2020 AGM.
PricewaterhouseCoopers, being eligible, will offer themselves

who will

for re-appointment. A resolution for the re-appointment of
PricewaterhouseCoopers as the auditor of the Company will be
proposed at the 2020 AGM.

Directors’ Responsibilities for the
Financial Statements

The Directors are responsible for the preparation of financial
statements for each financial period which give a true and
fair view of the state of affairs of the Group and of the results
and cash flows for that period. In preparing these financial
statements for the year ended 31 December 2019, the Directors
have selected suitable accounting policies and applied them
consistently, made judgments and estimates that are prudent
and reasonable, and have prepared the financial statements
on a going concern basis. The Directors are responsible
for keeping proper accounting records which disclose, with
reasonable accuracy at any time, the financial position of the
Group.

On behalf of the Board

Chen Qiang
Chairman

Hong Kong, 6 May 2020

CHINA HUARONG ENERGY COMPANY LIMITED
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The Board and the management of the Company strictly adhere
to the principles of good corporate governance, which is vital
to prudent management and the enhancement of shareholder
value. These principles emphasise transparency, accountability
and independence. Set out below are those principles of
corporate governance adopted by the Company.
During the year ended 31 December 2019, the Company
complied with the applicable code provisions set out in the
Corporate Governance Code (the "Code”] contained in Appendix
14 to the Listing Rules, save for the deviations as described in

this Corporate Governance Report.

Code provision A.2.1 of the Code stipulates that the roles of the
chairman of the board (the "Chairman”) and the chief executive
officer should be separate and should not be performed by
the same individual. Mr. Chen Qiang had performed both the
roles of Chairman and chief executive officer of the Company
in deviation from code provision A.2.1 of the Code during the
year ended 31 December 2019. The Company believes that it
is more efficient and effective for the Company to develop its
long term strategies and in the execution of its business plans
if Mr. Chen Qiang serves as both the Chairman and the chief

executive officer of the Company.

The Board
Board Composition

The Board currently comprises four executive Directors,
namely Mr. Chen Qiang (Chairman and Chief Executive Officer],
Mr. Hong Liang (Chief Operating Officer]), Ms. Zhu Wen Hua
and Mr. Niu Jianmin, and three independent non-executive
Directors, namely Mr. Wang Jin Lian, Ms. Zhou Zhan and Mr.
Lam Cheung Mau. The Board considers this composition to
be balanced, and reinforces a strong independent review and

monitoring function on overall management practices.

Full details of changes in the Board during the year and to the
date of this report are provided in the Report of the Directors

on pages 25 to 44 of this annual report.

The Directors’ biographical details are set out in the Directors
and Senior Management section on pages 20 to 24 of this
annual report.

TEERWE

AAREEFGMNERERTRENERER
RE HRHRBREELEFARREES
WMEE - ZEFRIEREAE - BEMNE
M o TXEINARBARANEEEGR
Al

BE_Z-NFT+_A=+—HILEFE" &
N AE ST AR AU R+ O B DA T A
(TSFRI DB R TR - BRALEE
SAME T2 fRBEE BRI o

A2 TR REEEe T R((EEDRE
FHROTENACEARY A TEAR—A
RERE - RBEE-_T-NF+-_A=1—
BILFE  RELERBRERARAEFER
BRAITE 2B - BEA 2157 RIRSCE AR
B - AREMEE - MRBEEREHERR
AXEREFRATE  HBSARRAER
MERARERBEMNEBRERETE -

EEE

EEENE
ExeRAuEATES(AIRBRELE(ER
REFEHTE) HAREE(AREEE)
AXERETRFRBREE) R=2BIFH
TER(IHELRE  ARZEEMEE
FEAE)HERK - %%Q%ELMZH/\%ﬂqZ
oy MR EEEREFNELEERE

FARBEAREEH EFQEFH 2 F
HBEHNAFREDEZFUEANEESTR
A

ERMERBEURAFRENEURETR
ERERE— -

ANNUAL REPORT 2019
FEHRE2019

45



46

CORPORATE GOVERNANCE REPORT
ERERRE

Roles and Responsibilities of the Board

The Board is responsible for formulating the overall strategies
as well as reviewing the operation and financial performance
of the Group. The Board is responsible for considering and
deciding on matters covering the Group's overall strategies,
major acquisitions and disposals, annual and interim results,
approving Directors’ appointments to the Board, major capital
transactions and other significant operational and financial

matters.

Our independent non-executive Directors offer diverse industry
expertise, serve the important functions of advising the
management on strategies, ensuring that the Board fulfils
high standards of financial and other mandatory reporting
requirements as well as providing adequate checks and
balances for safeguarding the interests of shareholders and

the Company as a whole.

Delegation to Management

Day-to-day operational responsibilities are specifically
delegated by the Board to the management. Major
responsibilities include:

e execution of business and operational strategies and

initiatives adopted by the Board;

e preparation of reports and accounts for the Board's

approval before publication;

e adoption of the remuneration policy approved by the
Board;

e implementation of internal control and risk management

procedures; and

e compliance with relevant statutory requirements, rules

and regulations.

Attendance Records of Directors and Board
Committee Members

During the year ended 31 December 2019, the Board held four
Board meetings. The agendas and accompanying board papers
are given to all Directors in a timely manner. The Chairman of
the Board shall ensure the Directors being properly briefed on

issues arising at those Board meetings.
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Apart from the regular Board meetings, the Chairman of the KMEHERITEES S HIN EEFSTFEMT
Board also held a meeting with all independent non-executive WHEHMHITESHEMNB A TE2FEE T

s

Directors, without the presence of the other executive FEBITEERITEZE

Directors.
Continuous -
Professional
Meetings Attended/Held Development
EEERRY EREMRY RREXYR
Corporate Annual Type of
Audit ~ Governance  Nomination Remuneration General Training
Board  Committee ~ Committee ~ Committee ~ Committee Meeting (Note)
bR RREF SRR
Eze  EHZEE 288 REZEe  FMzZRe X8 (R¥aE)
Executive Directors
HiTEE
Mr. Chen Qiang [Chairman) 449 22 N I A
Reftt(2E)
Mr. Hong Liang 4k 1 A
Ms. Zhu Wen Hua 4k 1 0/ A
REat
Mr. Wang Tao (retired on 10 June 2019) i 22 01 A
IERE(TB-NERATREL)
Mr. Zhang Ming (retired on 10 June 2019 i 22 0/ A
FRGE(TZE-NERATHRA)
Independent non-executive Directors
BU#H7EE
Mr. Wang Jin Lian 4t 2 2120 11 /1 01 A
IhErs
Ms. Zhou Zhan 4k 2120 1 11 01 A
BEXL
Mr. Lam Cheung Mau 4k Wy iy /1 A
WRELE
Note relating to attendance records of meetings: B RS L R R ER AT R
1 Chairmen of the Board and the Board Committees are indicated by (C). 1 EEZEREFLELERIUCIERT ©
Note relating to attendance records of training: BB H R R MY A

A Reviewing training materials prepared by the Company's external legal A BB A A RSN ERBER IR E 2 ZIM A -
advisor.
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Continuous Professional Development

Code Provision A.6.5 of the Code stipulates that all directors
should participate in continuous professional development to
develop and refresh their knowledge and skills. The Group also
makes available continuous professional development to the
Directors at the expense of the Company and to ensure that
their contribution to the Board remains informed and relevant.

The Group has also regularly organised and conducted
continuous training and development programmes to executive
Directors and senior management staff through lectures,
seminars and/or workshops by internal or external speakers
with professional expertise and experience, covering areas
in financial, industrial, commercial, management, legal and
regulatory, risk management and control and anti-corruption
education. The Directors received their training by attending
either in person or via telephone and/or by studying the
training materials at their own leisure.

The Directors irregularly receive training from the Company’'s
external legal advisor on corporate governance requirements
and statutory disclosure obligations. During the year ended
31 December 2019, all directors have reviewed training
materials prepared by the Company’s external legal advisor
with emphasis on the roles and duties of the directors of
the Company as well as the applicable legal and regulatory
requirements and the Company’s policies and practices on
corporate governance. The newly appointed Director has
received the induction programme and briefing on directors’
duties and obligations on corporate governance and regulatory
requirements prepared and delivered by our external legal

advisor immediately prior to his date of appointment.

Independence of Independent Non-executive
Directors

During the year ended 31 December 2019, the Board at all
times met the requirements of the Listing Rules relating to the
appointment of independent non-executive Director, whereby
at least one of whom possesses appropriate professional
qualifications or accounting or related financial management

expertise.

The Board has received from each independent non-executive
Director a written annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules and is satisfied
with the independence of all the independent non-executive

Directors.
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Each independent non-executive Director is required to inform
the Company as soon as practicable if there is any change that

may affect his/her independence.

Appointment and Re-election of Directors

The procedures for appointing and re-electing directors are
set out in the Articles of Association. The Board is responsible
for selecting and recommending candidates for directorship,
taking into consideration factors such as appropriate
professional knowledge and industry experience, personal

ethics, integrity and personal skills.

Under the Articles of Association, one-third of the Directors
must retire, and if eligible, may be subject to re-election at
each AGM. To further reinforce accountability, any further re-
appointment of an independent non-executive Director who
has served the Company’'s Board for more than nine years
will be subject to separate resolution to be approved by the

shareholders of the Company.

In accordance with the Articles of Association, Mr. Hong Liang,
Mr. Wang Jin Lian and Mr. Zhou Zhan will retire by rotation
at the 2020 AGM. Mr. Niu Jianmin is subject to re-election at
the 2020 AGM. All retiring Directors, being eligible, has offered
themselves for re-election as Directors at the 2020 AGM.

Each of the executive Directors entered into renewed service
contracts with the Company for a term of three years
commencing on 24 October 2019.

Each of the independent non-executive directors is appointed
for a specific term, subject to re-election, which will run
until the conclusion of the third annual general meeting from
the date of their last re-election and in accordance with the
Company's Bye-laws.

Directors’ Interests in Shares

Details of Directors’ interests in the Shares are set out in the
Report of the Directors section on pages 25 to 44 of this annual
report.
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Model Code on Securities Transactions

The Company has adopted a code of conduct regarding
Directors’ securities transactions on terms no less exacting
than the required standards of the Model Code set out in
Appendix 10 to the Listing Rules. Having made specific enquiry
of the Directors, all Directors confirmed that they have
complied with the required standards set out in the Model
Code and the Company's code of conduct regarding directors’
securities transactions during the year ended 31 December
2019.

Directors’ Liability Insurance and Indemnity

The Company has arranged for appropriate liability insurance
to indemnify its Directors for their liabilities arising out of
corporate activities undertaken for the Company. During the
year ended 31 December 2019, no claim was made against the

Directors.

Board Committees

The Board has established an audit committee (the "Audit
Committee”), a remuneration committee (the “Remuneration
Committee”), a nomination committee (the "Nomination
Committee”], a corporate governance committee (the
“Corporate Governance Committee”) and a finance and
investment committee (the "Finance and Investment
Committee”) with defined terms of reference. Details and

reports of the committees are set out below.

Audit Committee

The Audit Committee was established to review the Group's
financial reporting, risk management and internal control
systems and make relevant recommendations to the Board.
The Audit Committee comprises of three members: Ms. Zhou
Zhan, being chairman of the Audit Committee, Mr. Wang Jin
Lian and Mr. Lam Cheung Mau, all of whom are independent
non-executive Directors. Ms. Zhou Zhan, as the chairman
of the Audit Committee, possesses appropriate professional
qualifications, accounting or related financial management

expertise as required under the Listing Rules.

CHINA HUARONG ENERGY COMPANY LIMITED
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Pursuant to the terms of reference of the Audit Committee,
the main duties of the Audit Committee are to audit and
supervise the financial reporting procedures of the Group,
consider the appointment, re-appointment and remuneration
of the auditor and any matters related to the removal and
resignation of the auditor. In addition, the Audit Committee is
responsible for examining and inspecting the effectiveness of
the Group’s risk management and internal control systems,
including conducting reviews, on a regular basis, in respect
of the risk management and internal control over various
corporate structures and business procedures, and considering
their potential risks and imminence, so as to ensure the
effectiveness of the Company’s business operations and to
achieve its corporate objectives and strategies. The scope
of such reviews covers finance, operations, compliance and

regulations.

During the year ended 31 December 2019, the Audit Committee
held two meetings. The following is @ summary of the work of
the Audit Committee during the year:

e review of and recommendation for the Board's approval of
the Group’s consolidated financial statements for the year
ended 31 December 2018;

e review of and recommendation for the Board's approval
the Group’'s interim condensed consolidated financial
information for the six months ended 30 June 2019;

. review of the reports from the external auditor;

e review of the risk management and internal control

systems of the Group;

e review of the reports from the internal auditor;

e approval of the internal audit plan for the year ended 31
December 2019;

. review of the effectiveness of the internal audit function;

and

. review of the external auditor’'s remuneration and terms

of engagement.
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The consolidated financial statements of the Group for the
year ended 31 December 2019 have been reviewed and
approved by the Audit Committee, and the Audit Committee
is of the opinion that such financial statements comply with
the applicable accounting standards, the Listing Rules and
all other applicable legal requirements. The Audit Committee
therefore recommended the Board's approval of the Group's
consolidated financial statements for the year ended 31

December 2019.

Remuneration Committee

The Remuneration Committee was established on
24 October 2010 and has been delegated with the
responsibility of determining the remuneration policy
and structure for all Directors and senior management,
reviewing and approving the specific remuneration
packages of all Directors and making recommendations
to the Board regarding the remuneration of independent
non-executive Directors. The Remuneration Committee
comprises three members: Ms. Zhou Zhan (an independent
non-executive Director) being the chairman of the
Remuneration Committee, Mr. Chen Qiang (Chairman of the
Board and an executive Director) and Mr. Wang Jin Lian [(an
independent non-executive Director].

During the year ended 31 December 2019, the Remuneration
Committee held one meeting. The following is a summary of

the work of the Remuneration Committee during the year:

e annual review of the remuneration packages of the

Directors and senior management of the Company.

All the members of the Remuneration Committee had also
passed written resolutions to approve and recommend for the
Board's approval the remuneration package of one independent
non-executive Directors under letters of appointment for the

extended term of their appointment.

The particulars regarding Directors’ remuneration and the five
highest paid employees as required to be disclosed pursuant
to Appendix 16 to the Listing Rules are set out in Notes 31 and

25 to the consolidated financial statements respectively.
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Pursuant to B.1.5 of the Code, the remuneration of the
members of the senior management by band for the year

ended 31 December 2019 is set out below:

Remuneration bands (RMB)

FHER(ARY)

EEERRE

RIEBISTH BHE-_T-NAF+ A=+
—HALFE SREEEXNEZHFMERH
SIS

Number of persons

ABHE

Below 1,000,000
521,000,000

Nomination Committee

The Nomination Committee was established on 1 April 2012
with written terms of reference. The Nomination Committee
comprises of three members, namely Mr. Wang Jin Lian (an
independent non-executive Director] being the chairman of
the Nomination Committee, Ms. Zhu Wen Hua (an executive
Director) and Ms. Zhou Zhan (an independent non-executive
Director).

The key duties of the Nomination Committee are as follows:

(a] to review the structure, size and composition [including
the skills, knowledge and experience] of the Board at least
annually and make recommendations on any proposed
changes to the Board to complement the Company's

corporate strategy;

(b] to identify individuals suitably qualified to become
members of the Board and select, or make
recommendations to the Board on the selection of,

individuals nominated for directorships;

(c] to assess the independence of independent non-executive

Directors;

(dJ to make recommendations to the Board on the
appointment or re-appointment of directors and
succession planning for directors, in particular the
chairman and the chief executive; and

(e] to determine the policy, procedures and criteria for the
nomination of directors.
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The Nomination Committee is to ensure that the Board has
a balance of skills, experience and diversity of perspectives
appropriate to the requirements of the Company’'s business.
To ensure changes to the Board composition can be managed
without undue disruption, a formal, considered and transparent
procedure is in place for selection, appointment and re-
appointment of Directors, as well as plans in place for orderly
succession [if considered necessary], including periodical
review of such plans. The appointment of a new Director
(to be an additional Director or fill a casual vacancy as and
when it arises) or any re-appointment of Directors is a matter
for decision by the Board upon the recommendation of the
proposed candidate by the Nomination Committee. The criteria
to be applied in considering whether a candidate is qualified
shall be his or her ability to devote sufficient time and attention
to the affairs of the Company and contribute to the diversity
of the Board as well as the effective carrying out by the Board
of the responsibilities. Further details of the selection criteria
and the procedure are set out in the terms of reference of the
Nomination Committee which are available on the websites of
the Stock Exchange and the Company.

During the year ended 31 December 2019, the Nomination
Committee held one meeting. The meeting was held, amongst
other things, to review on the structure, size and composition
(including the skills, knowledge and experience] of the Board,
to assess the independence of each of the independent non-
executive Directors and to review the retirement plan of the
Board.

Nomination Procedures and Criteria

A shareholder may at any general meeting nominate a
candidate for directorship if, within the 7 days commencing the
day after the despatch of the notice of such general meeting,
such shareholder (being entitled to attend and vote at such
general meeting and not being the candidate) gives to the
company secretary a written notice of his/her intention to
propose such candidate for election and also a written notice
signed by such candidate of his/her willingness to be elected.

Other than the nomination of directors by shareholders, at
present, candidates for directorship may be nominated by the
Chief Executive Officer of the Company, who will provide the
Nomination Committee with notice of such nomination once a
candidate has been identified.

The Nomination Committee is responsible for making
recommendations to the Board with respect to the nomination
of candidates for directorship by making reference to the
Company’s Board Diversity Policy, which was adopted by the
Board on 26 March 2013 and various aspects of the candidate,
including (but not limited to) his/her education background,
professional experience, experience in the relevant industry
and past directorships. In particular, for candidates to
be independent non-executive directors, the Nomination
Committee assesses his/her independence under Rule 3.13
of the Listing Rules. Then, the Nomination Committee will
make its recommendations to the Board for consideration and
approval.

CHINA HUARONG ENERGY COMPANY LIMITED
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Corporate Governance Committee

The Corporate Governance Committee was established on
1 April 2012 with written terms of reference. The Corporate
Governance Committee comprises of three members, namely
Mr. Wang Jin Lian (an independent non-executive Director)
being the chairman of the Corporate Governance Committee,
Mr. Chen Qiang (Chairman of the Board and an executive
Director), and Mr. Lam Cheung Mau (an independent non-

executive Director).

The key duties of the Corporate Governance Committee are as
follows:

(a] to develop and review the Company's policies
and practices on corporate governance and make

recommendations to the Board;

(b] to review and monitor the training and continuous
professional development of Directors and senior

management;

(c) to review and monitor the Company’s policies and
practices on compliance with legal and regulatory

requirements;

(d] to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors; and

(e) to review the Company's compliance with the Code on
Corporate Governance Practices (Appendix 14 to the
Listing Rules) and disclosure in the Corporate Governance
Report.

During the year ended 31 December 2019, the Corporate
Governance Committee held two meetings. The meetings were
held:

e to review the compliance with the Code and the relevant
disclosure in the draft 2018 Annual Report and the draft

2019 interim report;

e to review the training and continuous professional

development of Directors and senior management; and

e to review the corporate governance policy in relation to
the disclosure on inside information and the proposed
appointment of members of the inside information

disclosure committee.
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Finance and Investment Committee

The Finance and Investment Committee was established on 1
April 2012 with written terms of reference. The Finance and
Investment Committee comprises of four members, namely Mr.
Chen Qiang (Chairman of the Board and an executive Director)
being the chairman of the Finance and Investment Committee,
Mr. Hong Liang (an executive Director], Mr. Wang Jin Lian (an
independent non-executive Director) and Ms. Zhou Zhan [an

independent non-executive Director).

The key responsibilities of the Finance and Investment

Committee are as follows:

(a] to develop and review the Company’s investment
policies, financial strategies and objectives and make
recommendations to the Board;

(b] to consider, evaluate and review major project
investments, acquisitions and disposals of the Group and

to make recommendations to the Board;

(c) to conduct post-investment evaluations on investment

projects of the Group;

(d) to arrange and approve banking facilities, loans, financial

instruments, guarantees and indemnities of the Group;

(e] to approve the opening and cancellation of bank or
securities accounts of the Group and to approve the
authorised signatories and mode of operations of the

accounts;

(f] to oversee the overall management of all the risks of
the Group, including, without limitation, the financial
and operational risks by setting and formulating risk
management policies and strategies; and

(g) to review and assess the adequacy and effectiveness and
risk management policies and framework in identifying,

measuring, monitoring and controlling risks.
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Board Diversity Policy

The Board Diversity Policy was adopted by the Company
pursuant to the resolutions passed at a Board meeting held
on 26 March 2013. The Company sees increasing diversity
at the Board level as an essential element in supporting
the attainment of its strategic objectives and its sustainable
development. In designing the Board's composition, the
nomination and the board appointments during the year ended
31 December 2019 were made after considering the board
diversity in a number of aspects, including but not limited to
gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of

service.

Risk Management and Internal Control

The Board places great importance on internal controls
and is responsible for the risk management and internal
control systems and reviewing the effectiveness of those risk
management and internal control. The Company has provided
directors training materials, which contain, amongst other
things, inside information regulatory requirements, prepared
by the Company’s external legal advisor in order to ensure the

company is compliance with regulatory requirements.

The risk management and internal control systems are
designed to manage the risk of failure to achieve corporate
objectives and to protect the Group’s assets and information.
It aims to provide reasonable assurance against material
misstatements, losses, damages or fraud and to manage
rather than eliminate risks of failure in operations systems.
The Board has delegated the design, implementation and
ongoing assessment of risk management and internal control
systems to the management, while the Board, through its
Audit Committee, oversees and reviews the adequacy and
effectiveness of relevant financial, operational and compliance
controls and risk management procedures in place. Qualified
personnel of the Group maintain and monitor these systems of

controls on an ongoing basis.
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The Board reviewed the effectiveness of the Group's risk
management and internal control systems, including financial,
operational and compliance control and risk management
systems. The Board acknowledges that it is responsible
for the risk management and internal control systems and
reviewing their effectiveness. Such systems are designed to
manage 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.
The Board reviewed the adequacy and effectiveness of the
Group’s risk management and internal control systems semi-
annually through the Audit Committee. During the year ended
31 December 2019, no irregularity or material weakness was
noted within any function or process. The Audit Committee
is satisfied that the risk management and internal control

systems had functioned effectively as intended.

The Company had established internal audit function and
regularly carries out reviews on the effectiveness of the risk
management and internal control in order to ensure that they
are able to meet and deal with the dynamic and ever changing

business environment.

The Board considers the risk management and internal control
systems are effective and adequate for the Group as a whole.
The Board further considers that there was no issue relating
to the material controls, including financial, operational and
compliance controls and risk management functions of the
Group.

In addition, the Board and/or its committees have also
reviewed the adequacy of the Company’'s resources, staff's
qualifications and experience, training programmes and the
related budgets in the Company’s accounting, internal audit

and financial reporting functions.

Inside Information

The Company has established a disclosure committee to
oversee disclosure of inside information in accordance with
a policy on disclosure of inside information (the "Disclosure
Policy”]). The Disclosure Policy sets out the procedures and
internal controls for handling and dissemination of inside
information in a timely manner and in such a way so as not to
place any person in a privileged dealing position and to allow
sufficient time for the market to price the listed securities
of the Company with the latest available information of the

Company.
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All directors and employees of the Company must comply
with the Disclosure Policy which provides guidelines to the
directors, senior officers and other relevant employees of the
Group to ensure proper safeguards in place to prevent the
Company from breaching the statutory disclosure requirements
of inside information. The Disclosure Policy also includes
appropriate internal control and reporting systems to identify
and assess potential inside information and relevant steps to

be taken.

The Disclosure Policy also stipulates that dissemination of
inside information of the Company shall be conducted by
publication of the relevant information on the websites of
Hong Kong Exchanges and Clearing Limited and the Company,
according to the requirements of the SFO and the Listing
Rules.

Company Secretary

Ms. Leung Yin Fai is the Company Secretary of the Company
and responsible for advising the Board on corporate
governance matters and ensuring that the Board policy
and ensuring that the Board policy and procedures, and
the applicable laws, rules and regulations are followed.
All Directors have access to the advice and services of the
company secretary to ensure that the Board procedures and all
applicable laws are followed. Moreover, the company secretary
is responsible for facilitating communications among Directors

as well as with management.

The Company engages an external service provider, Ms. Leung
Yin Fai, as its company secretary. Mr. Hong Liang, executive
director of the Company, is the primary contact person whom
Ms. Leung Yin Fai can contact. During the year ended 31
December 2019, the company secretary has undertaken more

than 15 hours of relevant professional training.

External Auditor

The Company has engaged PricewaterhouseCoopers as its
external auditor. The aggregate remuneration in respect of
services provided by PricewaterhouseCoopers for the year
ended 31 December 2019 was approximately HKD3.4 million
(2018: HKD10.4 million), of which HKD3.4 million (2018: HKD5.5
million) represents annual audit and other audit-related
services and NIL (2018: HKD4.9 million) fees for certain non-
audit related services, which mainly consist of taxation, review,

consultancy and other reporting services.
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Directors’ Responsibility for

Financial Statements and Auditor’s
Responsibility

All Directors acknowledge their responsibility for preparing the
consolidated financial statements of the Company for the year
ended 31 December 2019 and of ensuring that the preparation

of the consolidated financial statements of the Company is in
accordance with the applicable standards and requirements.

The statement of the auditor about their reporting
responsibilities on the financial statements of the Group is set
out in the Independent Auditor’'s Report on pages 83 to 88 of
this annual report.

Going Concern and Mitigation
Measures

During the Period, the Group recorded a profit of approximately
RMB122.1 million and had an operating cash outflow of
RMB66.4 million. As at 31 December 2019, the Group had a
total deficit of RMB8,553.3 million and the Group's current
liabilities exceeded its current assets by RMB9,991.5 million.
While the Group only maintained cash and cash equivalents
of RMB42.9 million. These conditions, together with others
described in Note 2.1(b) to the consolidated financial
statements, indicate the existence of material uncertainties
which may cast significant doubt over the Group’s ability to
continue as a going concern. However, a number of measures
have been undertaken to improve the Group’'s liquidity and
financial position, to refinance its operations and to restructure
its debts. For further details of these measures, please refer
to Note 2.1(b) to the consolidated financial statements.

Shareholders’ Rights

Under the Articles of Association, in addition to regular Board
meetings, Directors of the Company, on the written requisition
of two or more shareholders of the Company holding not less
than 10% of the paid-up capital of the Company which carry
voting rights, shall convene an extraordinary general meeting
to address specific issues of the Company.

The requisition must (i) specify the objects of the meeting,
the name of the requisitionist(s), their contact details and the
number of ordinary shares in the Company held by them, (ii)
be signed by the requisitionist(s) and (iii) be deposited at the
Company's principal place of business in Hong Kong.

CHINA HUARONG ENERGY COMPANY LIMITED
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The Directors must, within 21 days from the date of the deposit
of the requisition, proceed to convene an extraordinary general
meeting to be held within a further 21 days. If the Directors fail
to convene the extraordinary general meeting as aforesaid, the
requisitionist(s], or any of them representing more than one-
half of the total voting rights of all of them, may themselves
convene the meeting. Any meeting so convened shall not be
held after the expiration of three months from the date of
the deposit of the requisition, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the
Board shall be reimbursed to them by the Company.

Shareholders’ Enquiries to the Board

Shareholders may at any time send their enquiries and
concerns to the Board in writing through the Investor Relations
Department whose contact details are as follows:

Investor Relations Department

China Huarong Energy Company Limited

Room 2201, 22nd Floor, China Evergrande Centre,
38 Gloucester Road, Wanchai, Hong Kong

Email: ir@rshi.cn

Tel no.: +852 3900 1888

Fax no.: +852 2180 7880

The Investor Relations Department will forward the
shareholders’ enquiries and concerns to the Board and/or
the relevant Board committees and answer any shareholders’

questions (where applicable and appropriate).

Shareholders’ Meetings

The Company regards the AGM as an important event
as it provides an invaluable opportunity for the Board to
communicate with the shareholders of the Company. All
shareholders are given at least 20 clear business days’ prior
notice to attend the AGM. During the AGM, the Directors are
available to answer questions which shareholders may have.
Poll results are published on the websites of Hong Kong
Exchanges and Clearing Limited and the Company in a timely

manner.

All shareholders of the Company have the right to be informed
and participate in material matters of the Company as

prescribed by laws and the Articles of Association.
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Investor Relations

The Group is committed to regular and proactive
communication with its shareholders. It has adopted a policy
of disclosing clear, adequate and relevant information to its

shareholders in a timely manner through various channels.

The Board communicates with its shareholders and investors
through various channels. The Board members meet and
communicate with shareholders and investors at annual

general meetings and other general meetings.

Investor Relations Department responds in a timely manner
to letters and telephone enquiries from shareholders and
investors of the Company. An email contact (ir@rshi.cn) is
available to shareholders and investors of the Company.

The Company’'s website [(http://www.huarongenergy.com.hk]
facilitates effective communications with shareholders,
investors and other stakeholders of the Company by making
up-to-date information relating to the Group's business
developments, operations, financial information, corporate
governance practices and other information available

electronically and on a timely basis.

CHINA HUARONG ENERGY COMPANY LIMITED
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Overview

China Huarong Energy Company Limited (the "Group”,
“Company”, "we"] is principally engaged in energy exploration
and production businesses in the Republic of Kyrgyzstan
("Kyrgyzstan”]. The Group was granted rights to conduct its
energy exploration and production businesses by holding 60%
interests in the projects involving five oilfields located in the
Fergana Valley of Kyrgyzstan, namely Maili-Su IV, Eastern
Izbaskent, Izbaskent, Changyrtash and Chigirchik. While the
Group is continuously developing its businesses, it also pays
close attention to global sustainable development and is
committed to balancing social, economic and environmental
development. We are pleased to present this Environmental,
Social and Governance ("ESG”) Report ("ESG Report”] for 2019
to demonstrate our commitment, approach and performance
in terms of ESG management and corporate sustainability

development.

About This ESG Report

This ESG Report covers the Group's energy exploration and
production business in Kyrgyzstan for the period from 1st
January 2019 to 31st December 2019 ("Reporting Period”) and
has been prepared in strict compliance with the requirement
under Appendix 27 — Environmental, Social and Governance
Reporting Guide ("ESG Guide”) of Rules Governing the Listing
of Securities on the Main Board of the Stock Exchange of Hong
Kong Limited. The disposal of the Group’'s shipbuilding and
engineering businesses was completed in the initial stage of
the Reporting Period. Therefore, those businesses have not
been covered in this ESG Report as they were discontinued
operations and their impact was immaterial. Key Performance
Indicators ("KPIs") that need to be revealed compulsorily
as required by the ESG Guide were all addressed in the
Environmental Sustainability and Social Sustainability sections of
this ESG Report. Alongside with the reporting principles of the
ESG Guide, general disclosure of the Group's ESG procedures
was illustrated through the compliance with relevant laws and
regulations. English version shall prevail if there is any conflict

or inconsistency.
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Stakeholders Engagement

Stakeholders refer to the groups and individuals materially
influencing or being influenced by the Group's businesses.
Our stakeholders include government, regulatory authorities,
shareholders, employees, directors, customers, suppliers,
general public and etc. We strongly believe that effective
communications with our stakeholders is essential for our
corporate development and creates long-term corporate
values. Furthermore, it helps the Group better understanding
the sustainability issues which are important to our
stakeholders and then we can respond appropriately, relevantly
and effectively. During the Reporting Period, we utilized
various channels including regular reports, meetings, face-to-
face interviews, trainings, on-site visits, company website and
etc., to communicate with our stakeholders. This ESG Report
is prepared based on those ESG issues that our stakeholders

consider important.

The Group welcomes stakeholders™ feedback, especially on its
sustainability approach and performance. Readers are also

welcomed to share their views with the Group at ir@drshi.cn.

A. Environmental Sustainability

This section primarily discloses the Group’s policies and
KPIs on emissions, use of resources, and the environment

and natural resources in 2019.

A.1 Emissions

The Group’'s core businesses of crude oil exploration
and extraction consume a large amount of natural
resources. They will inevitably generate greenhouse
gases directly and indirectly. Therefore, we follow the
“green production” principle for crude oil exploration
and extraction, and strive to improve crude oil
extraction rate and efficiency. The Group strictly
complies with relevant environmental laws and
regulations of Kyrgyzstan. We discharge pollutants
in strict accordance with statutory requirements and
standards to ensure the emissions of greenhouse
gases, sewage and wastes do not exceed the upper
limits stated in the local laws and regulations. In
order to minimize the impact on environmental,
during the project development stage, we have
already carried out a detailed environmental impact

assessment report to identify various potential

CHINA HUARONG ENERGY COMPANY LIMITED
64 HE

ERERROBRD

K ESE

RINEREHASERFELEATEXR
FTEOBERMEA - BMANFNHERRER

fF- BEEHE KRR EE EF BF -
1/\%?5%[1/2\%% ° 1Fﬁ/ El/\?__r/f/ﬁ%i_iﬁ

MBRBREHAEENEBRRLAERD
BEEZHER  FAPASEERSNER
AT A FHERRZEE - SRMAAEME
HiEy) - HEREMEEE - RERBE -
ﬁﬁﬁ@$ﬁ%ﬁ'ﬁ%iﬂﬁi

=

= AR
EHESK  FIl - RS5L28 RFIEM
% HEBHEETER  UREMMA/E

EMIRE

HeRERFERBEANRE o

AEBETHRBFNENERLNRE - 55!
ERNDEHRANAIFERRNTIERE

W oo BEAE BB irQrshi.cnliRNEBRH=Z
FEER -
2= =
RIBEAFERRE
AEHTERE T AKBE_ZT—NF
BBy - BRER - fifﬁ‘i&%?)&ﬁ

IRV R MBRSR A WUE R

A1 BEEYD
AN B 0 TS B IR R BRI
=D URAERALE - BB
SEEREEELREAE Bt
T 1P BR 57 4% £ A 2 1 R B i 1T IR
HERER  SHESRHERR
Kbt o AEBRISETERE
MR ERER - TERIRR
SETE BRAEELEHOSLY - IR
SBEEE - SKNMEEMH R
TRIBE W ERERANESM E
PR o {EIE B BRI - BT
(THANBEY ETERE - U

B BBENRERREZ - it
BERE TR YERGEEBEH

B 2R A R i B AP BE & E A AR A
HRFIIEHLR - ﬁxiﬂﬁi&iﬁ%%/ ES
RE - BHFNEEEHRERSR


mailto:ir@rshi.cn

ENVIRONMENT, SOCIAL AND GOVERNANCE REPORT | r

environmental risks. Then we formulated a plan to
reduce the risks accordingly and submitted to the
State Inspectorate for Environmental and Technical
Safety of Kyrgyzstan in conjunction with other
relevant departments for approval. A dedicated
department was set up in our production bases
for monitoring all operations in compliance with
Kyrgyzstan environmental laws and regulations. Our
safety and environmental protection engineers are
mainly responsible for the Company’s environmental
protection works and they shall record the
Company's environmental protection performance in
every quarter. They are familiar with the ecological
environment, laws and regulations of Kyrgyzstan.
Their duties include on-site inspection of the oil
wells, land and energy usage in the production, and
identification of high environmental and safety risks
procedures in the production processes. Those high
risks procedures will be firmly adjusted to avoid
any major accidents damaging the local ecological
environment. Furthermore, the Group engaged with
external consultants to provide professional advices
and monitor the entire production process. At the
same time, the State Inspection for Environmental
and Technical Safety of the Kyrgyz Republic also
conducts annual routine inspections of the Company

and provides inspection reports.

During the Reporting Period, the State Inspection for
Environmental and Technical Safety of the Kyrgyz
Republic issued an environmental protection non-
violation certificate to the Group, proving that there
was no excessive emission against the permitted
and approved emission levels by Kyrgyz Republic
Jalalabad State Forestry Environmental Protection
Agency of the State Environmental and Forestry
Agency. The Group also has not violated any

environmental protection laws and regulations.
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During the Reporting Period, the Group generated
332.07 kg of Nitrogen Oxides, 0.87 kg of Sulphur
Oxides and 22.59 kg of Particulate Matter. The total

greenhouse gas emissions from the Group were

RERPRE - AEBELERS(Y
332.07F %= - MEW08TFR K
BR2259F 7w o WE - AEBEAT
EXRAEREBEE /L3371

433.71 tonnes COz for the same period. It was mainly SQILREE  FERAEBLEER

from the production processes direct emissions
(Scope 1], and indirect emissions of electricity
consumption in daily operations (Scope 2], paper

usage and employee business travels (Scope 3J.

B(E—) AREBELTNE
JERE(E M) ~ ARARERM
BT RBRTER(E=H) - #10
BitPrE - BAIERENT Z IR A

As mentioned above, we have adopted a number of WA REREHN - AR B

measures to reduce greenhouse gas emissions. For
detailed measures on reducing the use of electricity,
water, paper, gasoline and diesel, please refer to the
section “A.2 Use of Resources” in this ESG Report.

Table 1: Various Emissions in 2019

B K AR TR RSO
RFAER - AT2HAHRECA2E
IRER)EE

1 : 20195F & BH Y H L

=
Gases Unit Amount
Eeh B e
Nitrogen Oxides (NOx] kg 322.07
AA1LYINOx] T
Sulphur Oxides (SOx) kg 0.87
B e (S0x) T
Particulate Matter kg 22.59
R T

Table 2: Greenhouse Gas Emissions in 2019

&2 | 2019F E B EmeEE

HE

Intensity*

(Unit/per

thousand barrels

KPlIs Unit Amount of light crude oil)

BREBIER B e RE*

(Bfy/ BTRE

B RM)

Scope 1 (Direct Emissions] Tonnes of COz 139.55 0.93
E—R(EEHFR WE - —SE(LIEE

Scope 2 (Indirect Emissions) Tonnes of CO2 271.01 1.82
F-a(EEHER WE - —&EftiRE S

Scope 3 (Other Indirect Emissions) ~ Tonnes of COz 23.15 0.16
E=fR(H AR MR —RfEiE S

Total Tonnes of CO2 433.71 2.91
“RET RES

Note: Intensity was calculated by dividing the sales of 149,314

barrels of light crude oil in 2019.

b6 CHINA HUARONG ENERGY COMPANY LIMITED
TEERERRDERR A

i BEN-T S HE149 3RS E
FUMEtE -



ENVIRONMENT, SOCIAL AND GOVERNANCE REPORT

Hazardous and Non-Hazardous Waste

There are opportunities for the Group to
generate hazardous waste due to oil and sewage
leakages in its operation. Unrefined oil is a
viscous liquid and if it is accidentally leaked, it
will have an irreversible and catastrophic impact
on the ecological environment. Therefore, we
have established strict measures to closely
monitor our oil pipelines and equipment. Crude
oil extraction activities can potentially cause
water pollution as well. In order to prevent
the impact of sewage on the environment, we
cooperated with qualified outsourcers to require
all discharged sewage must be properly treated
to meet the discharge standards required
by the Kyrgyzstan laws. The waste liquid
generated during the crude oil extraction must
be transported to a central collection point for
centralized treatments and then stored in sealed
oil cylinders, which must be transported and

further processed by qualified outsourcers.

The non-hazardous waste generated by the
Group was mainly from solid wastes in daily
operations from production bases and offices,
such as plastic, paper, domestic waste and etc.
The Group has implemented a classification
method for waste collection and management.
Wastes would be classified and stored in
recyclable and non-recyclable categories. Our
target is to collect and recycle those recyclable
wastes as much as possible. Recyclable wastes
would be transported to recycling centers or
waste treatment plants for further processing
by qualified outsourcers. Besides, we returned
those used production equipment and parts
to certain suppliers for recycling and reuse.
At the same time, we reduced waste from the
source. The Company has basically been a
paperless office. We encouraged our employees
to use electronic documents and electronic
communications to reduce paper usage. In
addition, we asked our employees to reuse old
office equipment, reduce the habit of disposable
and effectively plan the meals in the canteen to

reduce food waste.
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Table 3: Non-Hazardous Waste in 2019

73 | 2019F EZERHEL
5
Intensity*
(Unit/per
thousand barrels

KPIs Unit Amount of light crude oil)

wmE

(Bfr, BT

BERY R B HHE BE R M)
Non-Hazardous Waste Daily Solid Waste kg 9,500 63.62

BEBERY ARERERY T

Note: Intensity was calculated by dividing the sales of 149,314
barrels of light crude oil in 2019.

A.2 Use of Resources

The Group concerns about the environmental
impact of natural resources used in operations.
In order to effectively manage the use of various
natural resources, we kept track on their usage and
launched a series of internal control systems for the
procurement and use of natural resources. During
the Reporting Period, the main resources consumed
by the Group were electricity, water, gasoline and
diesel.

Table 4: Usage of Various Resources in 2019

T BENZZ-NFHE149314mEE
FRmEtHE -

A2 EREH
AEE-HEIELBERERANR
RERUWIBBERNTE - BEX
ERSBRRERNER - Bl
EEYBHETINERE - LM
T — RY AR ARG R AE A
MR EPEE R R4 o PATESREART « AN
EEEENETBERAEN - k-

YU RS e

4 | 2019F K EERIEHE
Intensity*

(Unit/per
thousand barrels

Resources Unit Amount of light crude oil)
e
(Bl BTRE
EREA By Ag B Rd)
Electricity kWh 2,978,160 19,945.62
B FEH
Water m? 1,759 11.78
X SR
Gasoline liter 54,641 365.95
v AT
Diesel liter 4,013 26.88
e ATt
Paper kg 300 2.01
AR T

Note: Intensity was calculated by dividing the sales of 149,314
barrels of light crude oil in 2019.
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Electricity

The Group's use of electricity was mainly from
the daily business operations in production
bases and offices. We encouraged our staff to
reduce electricity consumption and made sure
all of them adhering to the electricity-saving
measures. We actively explored the adoption
of more environmentally friendly technologies
in our operations and operating procedures.
During the Reporting Period, the Group
continued to replace high-energy-consuming
lightings with energy-saving lightings such
as LEDs, and educated its employees on the
importance and measures of energy-saving
and emission reduction. We believe that the
reduction in electricity consumption will reduce
the greenhouse gas emissions, which enhances
the Group's performance in environmental
sustainable development. Followings were the
electricity saving measures implemented by the

Group to ensure the effective use of electricity.

v' Display environmental protection signs in
prominent position in production facilities
and office areas to remind conservation of

energy

v Put up poster of "Please turn off all the
lights after work” and other slogans in

production bases and offices

v' Keep the air conditioning system operating

at 25 degree celsius

v' Turn off the machineries in non-office hours

v" Make sure switching off electrical

appliances after people leaving everyday

v' Hire professional maintenance specialists
to repair and clean the air-conditioning

system regularly

v' Purchase products with energy efficiency
label
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. Water

The Group's use of water was mainly from
the daily business operations in production
bases and offices. We regularly emphasized
the importance of conserving water to our
employees and require them to save water. Not
merely we cut off unnecessary water usage from
the sources, we developed measures to recycle
water to enhance water usage efficiency. Based
on the water usage in different areas, we turned
off the faucet valves timely in areas without

water demand and stopped water supply during

non-office hours.

. Gasoline and Diesel

The Group's use of gasoline and diesel was
mainly from its vehicles. We advocated to use
the premium gasoline and diesel to lower the
environmental impact. Meanwhile, we purchased
low-fuel consumption vehicles if possible and
required employees to travel by public transports

as much as possible to reduce greenhouse gas

emissions.

A.3 Environment and Natural Resources

Save for the resource consumptions and emissions
discussed above, the Group's operations did not have
other direct material impact on the environment
and natural resources during the Reporting Period.
Looking forward, the Group will continue to closely
monitor the environmental protection policies and
regulatory trends in the crude oil exploration and
extraction industry of Kyrgyzstan and international
community. We shall keep abreast of the times and
invest in corresponding environmental protection
measures if necessary, and actively seek a

breakthrough to improve the overall performance in

environmental protection.
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B. Social Sustainability

This section primarily discloses the Group's policies,
practices and quantitative data on employment, health and
safety, development and training, labour standards, supply
chain management, product responsibility, anti-corruption
and community investment in 2019.

B.1 Employment

Talents are the most valuable asset of the Group
and they are the driving force for our sustainable
development. Therefore, it is our obligation to provide
our staff a fair, open, safe and healthy platform for
their professional career development.

The Group has appointed human resources
specialists to strictly implement the recruitment,
dismissal and welfare policies in accordance with
the requirements of the Kyrgyzstan Labour Law and
other relevant laws and regulations. We complied
with the Kyrgyzstan localization policy and achieved
the required Kyrgyzstan local employee employment
ratio, which helped to enhance employment
opportunities for local citizens. As the Company’'s
employees are from different countries and races, we
notably insist on equality among all our employees
of different nationalities, ethics, races, genders,
religious beliefs and cultural backgrounds. We
emphasized localization in recruitment and strictly
prohibited discrimination against local employees.
Once found, there would be severe penalties for the

violators.
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At the beginning of each year, the Group prepares REBEGFVKIBEEBKERTE -
annual recruitment plans based on business REFERES - R TIEENE
development needs. In order to identify and attract LREI  BRPEFAERTHA
more talents, apart from the usual recruitment LM A QR REEFE  EX
channels, we also utilized the Kyrgyzstan recruitment JEIEABEIREE  BEFRIKA
websites to publish our recruitment information. FTEMBET - RMREETHEH
We seriously compiled with the Kyrgyzstan Labour FEHT A AS R RE B MG
Law and other relevant laws and regulations, and B RBREMEEHERENER K
in accordance with the requirements of local labour FORITENBERTE - 2EHRA
contractual law and recruitment practices in the FEEVARMNEXEENNEN
oil industry, to recruit talents from professional AB - A B IR ERE
graduates or practitioners related to their positions. RNERFORAETT - HETHE
ALl our employees were recruited in accordance FFEARE - RIESRAKSEBE
with the principles of openness and fairness. Staff H—E\EC - ~TeRHEET MR -
training, promotion, dismissal and retirement Rk - iR BE  RKEMR - &
policies are irrespective of employees’ gender, race, BRAR R - VEERA -~ SREBEID - EIFE
age, disability, family status, marital status, sexual S EME TIEERFANAEZMmMA
orientation, religion beliefs, nationality or any other EZ7 - EREBLAEASEN - R
non-job related factors. When signing an employment EHEBMHTERXEBNETLF
contract, Chinese-Russian bilingual staff handbooks - (REEE THHER - IHRERS
for the corresponding posts would be provided and EEEERTE AR RARFAET
signed to protect the employees’ rights and interests. gt g REBEFRAKS - BHAIEE
According to the Kyrgyzstan Labour Law, the RS AUEDIGIE 8 Te TIERE
Company paid the social insurance and retirement MRS © T HRE AT
benefits its employees. Employees’ working hours FERTEEERE - WELREH
and rest periods were complied with Kyrgyzstan laws. FHRIN BEITHAIZERE E
In addition to the statutory holidays such as annual R HER RERE - AEEHR
paid leave stipulated by the Kyrgyzstan Employment E o REEMFERRBRE I IEE
Law, there were sick leave, maternity leave, WEF  FFEFEIMNIIERIE IR
wedding leave, compassionate leave and etc. Staff WaEN - 2B HNHET  WiKIE
performance evaluation of the Group was carried FEENFHRTBEFEEFET -
out on both quarterly and annual basis to promote AP0 E B B SR A8 = B ABPI AN A A
those well performed employees. Annual outstanding FEEKNEZESERRA - [
employees were selected based on the results of B AEERPENEREE
the annual evaluation. Our remuneration policy was BELSESHERINLKE T FMAEE -
approved by a committee consisting of department BENAEAMBEREE T  BRIRE
heads and management team. At the same time, the FRITAFRTE BRI E o

Group has established a clear dismissal system. All
dismissals will be reasonable, legal and followed
the provisions of employment contracts and staff
handbook. Any unfair or unreasonable dismissal is

strictly prohibited.

As at 31st December 2019, the total number of staff MR2019F 128318 AEEMNE
of the Group was 93, among 57 were in Kyrgyzstan, THRERIE » ARSTRUNER
19 were in China and 17 were in Hong Kong. Eight HH - 19B AR R B RI1TE AR
employees were resigned during the Reporting Period BE o RIERIARE > BB E TH8
which represented an annual turnover rate of 8.6%. B BRBASFERKRERSE.6% -
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Table 5: Employees by Category as at 31st

December 2019
By gender B3
Male S
Female g
By region ZihE
Kyrgyzstan ELE
China E
Hong Kong HE
By age group BFR
Below or 30 years old 30BR AT
31-40 years old 31-408%
41-50 years old 41-5075%
Above or 50 years old 50m% 3 BA |
By rank R RER
Senior Management mREERE
Middle Management PAREIRE
General Staff —fRET

RIZ - HEREBRE

&b B2019F12H31HE T

T

75
18

57
19
17

40
21
12
20

20
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During the Reporting Period, the Group was in full
compliance with relevant laws and regulations
regarding remuneration, dismissal, recruitment,
promotion, working hours, holidays, equal
opportunities, diversity, anti-discrimination, benefits
and other related employment matters that are
material to the Group. We did not receive any

complaints or disputes concerning employment.

B.2 Health and Safety

As the Group’s crude oil exploration and production
businesses are technical industries involving many
processes with potential health and occupational
safety risks, employees’ health and occupational
safety cannot be neglected. Thus we are committed
to minimize occupational health risks by continuously
improving the operating environment, enhancing
production processes, reducing the use and emission
of hazardous substances, and preventing injuries and

diseases.
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The Group firmly adheres to the Kyrgyzstan laws and AEFERFEFNTHEBEERT
regulations related to occupational health and safety. 2EANERTHAERER R
Our safety committee is mainly responsible for labour TrEEe  TEEEYEIRE
protection, equipment technical safety, enterprise BT E  DESEBKSE - A
working conditions, personnel training and business BXEBEI M EBHRRE o B
knowledge inspection. We have hired safety and ERETEBMNL2RRTEM R
environmental protection engineers to carry out daily BEEREIMEEERNESCEITHE
supervisions and rectifications in accordance with BEBMELR  WHASFEEHEAR
the requirements of Kyrgyzstan laws and regulations, AL EBRETERLHER - £E
and to record safety performance of the Company MIREFIBEATRETKR -
in every quarter. The person-in-charge of the BERHEREY  BERTE2RE
production and engineering departments conducted HERANZ2MBERTREHE
daily inspections in particular focusing on high- W R R o F PSR TRERR 4t
risk locations, eliminating hidden safety hazards, LR ERM - EHE P AMETT
and conducting immediate on-site safety educations Z2RE  RT2EE - ~5E
and rectifications once discovered safety problems. BRIHIE T KBRS TR MFTA
We provided protection equipment for dangerous BTIRHEM ML 2 RIZES| R E
jobs and conducted regular safety inspections for BB ARRRER - Bl
production bases to eliminate hidden safety hazards. WA - F AR A E B
The Group provided a disaster response code to all ERBEENT AT ERBRE &
its employees with clear safety process guidelines B

and contingency measures in response to oil
leakages. We also closely monitored oil pipelines and
equipment through a combination of on-site on duty,

regular patrols and random inspections.
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The Group recognized its businesses are susceptible
to fires and thus formulated various fire emergency
measures. Smoking and igniting fire in the oil fields
are strictly prohibited. Electricity danger signs are
put in place to remind employees to pay attention
to fire safety. Meanwhile, smoking and alcohols are
strictly prohibited at production bases and offices.
Employees are required to maintain a clean, tidy,
smoke-free, non-toxic, non-hazardous, healthy and
safe working environment at all time. The Group
also unified the signs of dangerous goods and
standardized the use and storage of flammable and
explosive materials. We have placed escape route
maps in conspicuous places in our working places
and established a person-in-charge system. Those
places were equipped with emergency medical kits
and firefighting equipment as well. It is strictly
forbidden to occupy emergency exits. There were
regularly inspections for fire protection facilities to
ensure they were not damaged or expired. Fire drills
were also arranged periodically. The Group agreed
with the fire brigade to deal with the emergency

situations together.

In addition, every front-line production staff is
outfitted with work clothes, shoes and safety
helmet to protect their occupational safety. They
are also equipped with fire extinguishers. In order
to further protect the health of our employees, they
are required to provide medical proofs before on
board and they will undergo physical examinations
every year. If any abnormal situation is found,
appropriate work arrangements and medical follow-
ups will be made. Our staff are also protected by the
insurance purchased by the Group and the injury full
reimbursement policy. We also conducted quarterly
safety and occupational health trainings for our
employees to enhance their awareness of safety and
health. The human resources department arranged
regular meetings with employees to help dispatch
work stress and take care of their mental health. In
the event of a fatal accident, the Group will provide
immediate assistances to the injured employee and
safety committee will investigate each accident to

prevent reoccurrence of similar incident.
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During the Reporting Period, the Group has not RERHAM - RN EE W RIS
recorded any deaths and injuries caused by industrial TSI RATEESIMIIENE
accidents, and there have not been any violations REW - MEZFATMAEZETE
of laws and regulations related to safe working REMREE I &XBECKIEH
environment and protection of employees from HE R REZ -

occupational hazards.

B.3 Development and Training B.3 B RELE

The Group acknowledges the importance of on-the- REERBINEBIENHETHE
job training for the development of its employees. NEZL  BETEBEMMNBLRKE
Learning new knowledge and skills for our staff BPREEHRMOHEEH - &BME
can enhance our competitiveness. In accordance HERHAETEE  BEETRSHNE
with the requirements of the Kyrgyzstan Labour EMEMERERNESR - &4
Law and other laws and requlations, together with EREESTE  BAEINERR
the actual production needs of the Company, our BERRBBE REEAFINEZ - B
human resources specialists are aimed at enhancing TARBAMEGHBEEEHRER
the employees’ on-the-job skills and passing the BB BBT RS RSN
assessments of national professional authorities. BRI R EIEIERE - BMA
Employees must have relevant professional education B2 ABEIET —LEE
before on board or they have obtained the vocational 8 - DEERERRE TN E
training certificates issued by the Kyrgyzstan HWIfE WHES—EARSE Ti#E
authorities. A mentor would be assigned for each TABAHE » £ IERSETE
new employee so that he/she could complete his/ - AA=EA - REERIZER
her duties independently as soon as possible. R UBEBETHEBRENEESL
Each employee would be provided pre-employment % EERHEEINEIZ2NA
education and on-site trainings during the 3-month BBEESNE A R B A B T2 sk
probation period. The Group provides examination ;EI LA RN EEEBITE X
leave to encourage employees to study or obtain EAZER - RAITREF R E ETEFL
professional qualifications. We are fully responsible FERRSRELEREMERESE
for the internal training costs and partially EELREHMERS  RITEER
responsible for those external training costs related EEABAL °

to our business needs and personal development.
To cultivate suitable talents for the development
of the industry, we provided internships and short-
term employment opportunities for students and

graduates of Confucius Institutes and high schools in

Kyrgyzstan.

During the Reporting Period, the Group arranged all RIERARE - AEETHAR2E
its staff to participate the quarterly safety trainings BI2NEEE —RNL 25 -
and each department arranged quarterly business mEFFIBITRESEE — X8
trainings to its respective staff. We provided a total PISERIET - BRI ABMEE T4
of 728 training hours for our employees which RHT 728/ NERIEI - 288935
represented an average of 7.8 hours per employee. ETHALRE  YHELE T

BB ] /3 7.8/ MR o
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Table 6: Training Hours of Employees by
Category in 2019

RIZ - HEREBRE

&6 | 2019F % E T 5| &%
A5 IR

Senior Middle
Management  Management  General Staff Total
BREERE hREER -RET af
Number of Training Hours  $&7IEF R (/NS 104 608 728
Number of Employees BI#E(A) 20 b4 93
Average Training Hours —~ B&EITEIR
Per Employee (/) 5.2 95 7.8

B.4 Labour Standards

The Group is fully aware that child and forced labour
violate basic human rights and pose a threat to social
and economic sustainable development. Thus the
Group strictly complies with all relevant laws and
regulations. The Kyrgyzstan government inspects the
legal employment of all enterprises every year and we
strictly abides the requirements under the Kyrgyzstan
Labour Law. During the recruitment process, we
verified the job applicants’ personal identification
documents including identification cards, academic
certificates, previous work records, military service
certificates, medical examination reports and etc.,
to ensure their ages and nationalities were correct.
We offered vacations and alternative leaves in
accordance with Kyrgyzstan law of 40-hour work
per week. Frontline workers who worked for half a
month could take half a month off. For any overtime
works during the peak season, the Group adopted a
shift work model and provided vacations for overtime
workers in accordance with Kyrgyzstan law to ensure
sufficient rest. The Group will issue warnings and
even dismissal if there is any violation of laws and

regulations related to child and forced labour.

During the Reporting Period, the Group was not in
violation of any laws and regulations related to the

prevention of child and forced labour.
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B.5 Supply Chain Management B.5 fitfEHEEIE

In light of the Group's strong support for ENAEBANZHABERERER
sustainable development and environmental RIBRE - BMINEIE R MA e
protection, we also expect our suppliers to fulfill e R BT B - BEPTEE
their social responsibilities and do their best to A FIRR R AT EE R « IR
support environmental protection and sustainable PRERTERERENTHEERE
development. We are fully aware that it is our RSB ENIRE HERERE
responsibility to monitor the ESG performance of our R o

suppliers throughout the supply chain management
and service cycle.

Each of the Company's tender was conducted in a RARBROBE - HRBARE
fair and open manner. We provided suppliers a fair ET BT HERRTERRS
and transparent environment to participate in the p2ElkE B LTHRELZE
tender. A tender committee was formed to strictly g BSWITERNBRIZECE
implement our bidding policy. It assessed the BT E AL MR TS -
qualifications of the bidders and publicly announced EHNHEBETERSEM T
the successful bidder. Explicit obligations of the ARPAEHERMNET - LURE
suppliers were stated in the contracts with guarantee EHEORMEFRNERER - &
deposits to constraint their contractual obligations. PIRE—RRE RS EERER
We, based on general procurement principles, EITEEAE  BIEMPRERR
conducted comprehensive evaluation of potential Fh REBEE - BBEN - RIE
suppliers, including their rankings of pricings, REEH  BEERLTELENE
service scopes, financial strengths, environment LHINER - ERBEBEP 5
protection awareness, occupational health and ZWE L= EEEHERER - UL
safety, loyalty and etc. During the procurement Hh - BEENHERFTREIBAZE
process, we were required to approach at least three MELERIET AR EAN A EmES
potential suppliers. In addition, selected suppliers R o A BRI — LI e R
were required to pay attention to the negative HERRERERNERR 8
environmental risks that may arise in their operations BRITA o MBS Sk EE R R
and manufacturing processes. The Group took all Mas > HENEE X REREE -

measures to avoid conflicts of interest and prevented
bribery in the procurement process. We strictly
required our suppliers to declare their interests to

prevent transfer of benefits and corruption.

The Group insisted on selecting a well-respected AEFEBFHPBIRANEZHE
supplier from the major oil and gas group in China EENAFCERIREOBTRIHE
to ensure its service quality. Besides, an independent B - ARERIRISE &= - MBYK
and prestige supervisory institute carried on annual BREEMEeHT —REERE
inspection on 13 items such as safety, environmental MEELE  RIR - BEREF3
protection and labour protection for each supplier. HATETRE - ZFISEERE
We conducted supplier interviews based on the B#EAENERETEHERDY
findings of the supervisory institute, and requested o WERKETER N EITIEER
the suppliers to rectify and fulfill their obligations. % - HAERHIT AT FMHEER
Warnings would be issued to suppliers who failed to BHESE o

comply.
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During the Reporting Period, the Group had five
suppliers from Kyrgyzstan and one supplier from
China.

B.6 Product Responsibility

In the highly competitive market, customer’s
requirement on product quality is getting higher.
The Group strongly believes on maintaining product
quality to create maximum values for our customers
and to earn their trust and support. We have
formulated policies regarding product acceptance to
ensure our product qualities. We regularly inspected
the crude oil products to ensure them satisfying
the Kyrgyzstan national standards. The Group held
regular meetings to assess our product quality and
to timely check and prevent deficiencies in advance.
For the products that did not meet the standard,
we would evaluate with the experts to identify the
responsibilities. We put those unqualified products
into written content and deducted the corresponding
service fees. We provided work process and product
knowledge trainings to our sales representatives.
We never made false publicity for our products as
all external product publicities were approved by the
general administration office and management before
being released. Meanwhile, through the platform
of petroleum association, the Group exchanged
information and discussed issues with other market
participants, facilitating the establishment of and
maintaining a healthy and orderly market as well as

a fair competition environment.

Professional and reliable services are also reflected
in the protection of intellectual property rights. The
Group has established an exclusive management
system for handling patent affairs and intellectual
property rights, including patent acceptances and
applications. In daily operations, the Group refuses to
provide or use any products or services that violate
copyright or intellectual property rights. All of the
software and information used are with legal licenses

and the Group only procures genuine products.

RIZ - HEREBRE

RERPHE - AEEBEARKRES
BE M —Z KB P R HEER -

B.6 EmEfE

EBFHOTSRET - TPY
EmEENERARTS - A%E
REVARBEMNEE - THER
BMEFEEZAER  mIE
FHEEES R - BAIC HIERRE
EmZERKEEK - BRARAN
EmEEEE  WFEHHRMER
EITRA > BRTETETHER
B AEETHARMNE - WE
mEEETRBEMEE  KEER
fHER - PIBRARAR - BRNTREE
MEm  BPEMERFAER
FNEME HIARNERTKRE
EAZR - AIRERNREE - 20
ERHEETRHETIEREME
M A T RERMERE
& FAMINEREFRARERA
WIZER - WBEARREEREH
R TT RSN o Ry - A
hEREEMNTISEEE  Beh
HBENFE  BBES - B
B ARRER R EREREE T
IS AT HFEIRE o

EXAENRERREERENE
ERL ARECEYREENE
BRABERNEBERRG 8
BEMEEMECHFENRE - &
SEEELRRET - EBREHNE
FREAT 32 [ Wi =k F R EE M O E R
HIRTE - RFESBELRER
FBEEANREMESHREERE
AFA] o

ANNUAL REPORT 2019
FEHRE2019

79



ENVIRONMENT, SOCIAL AND GOVERNANCE REPORT
RE HERERRE

The Group is fully aware of the importance in AEFESHRAREHEIREFANE
protecting the privacy of its customers and suppliers. Lo ERHREMNFE R ERNHERS
Data could be only be collected and used by the REFERIPT - HIEREER
supplier and customer management departments. Al AR EZERSHENREPHE
Personal data collection consent must be obtained ABHNEREZER  BANBE
before collecting data from suppliers and customers. FIAERIRER B R - MRERE
The consent clearly states the purposes of data BERBEZEVRERTENA
collection and the data collected will only be used for %o B ZIREE S T ARER Y
the purposes for which it was originally collected. We EREBNER  ERETHEER
also often reminded the staff regarding the Group's ZieE - BRI IEARRRIRERINS
requirements for data management and required SN I RERREFERETE
them to sign confidentiality agreements. Apart from R - BED - REEIBITHH
prevention of the information leakage, we prohibited B EERAPIE -

the improper uses of supplier and customer
information. If there is any violation, the Group will

not condone it and will handle it impartially.

During the Reporting Period, the Group did not violate AIEREIRE - AEBW ARG ERIE
any laws and regulations regarding the product MEBERET  MHEENER
responsibility, intellectual property right and data FLEBHEEER o thoh - KEER
privacy. In addition, the Group has not recalled any ELEEREELU -

products that have been sold.

B.7 Anti-corruption B.7 R&ES

The Group is convinced that honest management is FEBAREHERETLELER
the foundation of corporate social responsibility. It ENEN  bREFCEGFED
is also the important foundation of maintaining the MFELEMEERE - XEEH
corporate’s competitive advantage and sustainable NEYRERRERE - BIXNET
development. The Group is committed to achieving FrEEB & m ERER R
high integrity and accountability, and strictly RO ERER » RIAEERY
complies with all laws and regulations related to AHESHRRERREE - AAFA
anti-corruption and anti-bribery in all places with our BIERNHATEEITNEEEMNE
operations. We have zero tolerance for any form of BERRE - IR - MEF R BT
corruption. Our employment contract requires our staff " BIZEmRETHBERE
to comply with the relevant laws and regulations, B BERZHENIE PSR
and prohibits them in participation of any corruption, Be WABTIRHEEIERNT
bribery, extortion, fraud and money laundering. It is HEARE - RMIRAREEAE TR
strictly forbidden for our staff to accept any gifts from HEEEETAREEE - —B
suppliers or customers. Benefit declaration forms BHIREADERBE B REHER
are provided to our staff for accepting gifts. We also SRNERERERIE - WIREIL AR/ E
provided regular business ethic and anti-corruption T RHAPERERORRE - 81
trainings to our staff. Disciplinary violations will be e e o BRMEZEETERA
stopped and handled immediately once discovered. BHrREEENTARRNEERL A
Employees who violate the law will never be tolerated E -

and be handed to the judicial authorities. In addition,
the Company’s anti-corruption policy was introduced
to suppliers before signing contracts.
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There are independent internal audit department
and internal audit regime for the Group. Internal
auditor is responsible for the Group’s internal audit
supervision and the establishment of the internal
control system. Based on the results of internal
audits, management will organize regular meetings
to implement relevant works and prevent risks of
corruption. In addition, to reduce operating risks and
strengthen anti-corruption management, the Group
has appointed independent third-party auditor with
international qualifications to conduct financial audits

twice a year.

The Group encourages reporting of misconduct.
Whistleblowers may report any suspected misconducts
to the audit committee of the Group through the
report mailbox. The audit committee will investigate
any suspicious or illegal acts to protect the interests
of the Group. Investigations are handled confidentially
and management will take corrective actions to
resolve proven fraud. The audit committee will
report misconduct at least once a year to the Board
of Directors. We also set up a reward fund for

whistleblowers to show our appreciation.

During the Reporting Period, the Group did not
receive any corruption lawsuits against the Group
or its employees. Meanwhile, the Group and its
employees were not in violation of any of the relevant
laws and regulations in relation to bribery, extortion,

fraud and money laundering.

B.8 Community Investment

The Group endeavors to community investment
and thus we aimed to assist Kyrgyzstan to build
a cohesive and caring society. We leveraged our
strengths and resources to contribute the society and
to enhance the living standard of Kyrgyzstan citizens.
We paid special attention to fostering employees’
awareness of social responsibility and encouraged
them to voluntary participate in the social charity
activities. It allowed them integrating with local
communities and facilitate both China and Kyrgyzstan

relationship.
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During the Reporting Period, the Group has
participated in Cachicarada’s annual hygienic
works and was mainly responsible to maintain the
cleanliness of the streets. In addition, we were
the member of the Kyrgyzstan Mining Association
and were the sponsor the Kyrgyzstan Petroleum
Workers™ Day. In order to enhance the employment
opportunities of Kyrgyzstan citizens, the Group
has, apart from offering jobs to local residents,
cooperated with local agency in Kyrgyzstan to provide
Mandarin introductory courses to local residents.
Since the Group strictly abides by the local laws
and regulations and ethnic customs of Kyrgyzstan
which has been unanimously recognized by the local
residents, we have been one of the dozens of Chinese

corporates with the highest reputation in Kyrgyzstan.
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF CHINA HUARONG ENERGY
COMPANY LIMITED

lincorporated in the Cayman Islands with limited liability)

Disclaimer of Opinion

We were engaged to audit the consolidated financial
statements of China Huarong Energy Company Limited (the
“Company’] and its subsidiaries [together, the “Group”] set out
on pages 89 to 236, which comprise:

e the consolidated statement of financial position as at 31
December 2019;

e the consolidated statement of comprehensive income for

the year then ended;

e the consolidated statement of changes in equity for the

year then ended;

e the consolidated statement of cash flows for the year then

ended; and

. the notes to the consolidated financial statements, which

include a summary of significant accounting policies.

We do not express an opinion on the consolidated financial
statements of the Group because we have not been able to
obtain sufficient appropriate audit evidence and due to the
potential interaction of the multiple uncertainties and their
possible cumulative effect on the consolidated financial
statements as described in the Basis for Disclaimer of Opinion
section of our report. In all other respects, in our opinion the
consolidated financial statements have been properly prepared
in compliance with the disclosure requirements of the Hong

Kong Companies Ordinance.

Basis for Disclaimer of Opinion
Multiple Uncertainties Relating to Going Concern

As set out in Note 2.1(b] to the consolidated financial
statements, the Group incurred and had an operating cash
outflow of RMB43,016,000 during the year ended 31 December
2019. As at 31 December 2019, the Group had a deficit of
RMB8,563,505,000 and the Group's current liabilities exceeded
its current assets by RMB9,911,528,000. The Group maintained
cash and cash equivalents of RMB42,851,000 as at 31
December 2019.
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INDEPENDENT AUDITOR’S REPORT

B B E R E

On 9 October 2018, the Group entered into a conditional sale
and purchase agreement to dispose of the core assets and
liabilities of shipbuilding, offshore engineering, engineering
machinery and marine engine building segments (the
“Shipbuilding Business”, together with the holding company of
the Shipbuilding Business referred to as the "Disposal Group”)
with an independent third party (the “Transaction”]. Pursuant
to certain supplemental agreements signed with Unique Orient
Limited (the "Purchaser”], an independent third party, the sale
shares of Able Diligent Limited, the holding company of the
Disposal Group, was transferred to the Purchaser on 10 March
2019. As at 31 December 2019, financial guarantees provided
by the Company to the banks and lenders of the Disposal
Group, inclusive of principals and interest, amounted to
RMB6,545,144,000. The Group has considered the impact and
recognised financial guarantee contract of the same amount as
at 31 December 2019.

During the year, the Group’s operation was focused primarily
on the energy exploration and production segment (the "Energy
Business”, together with the corporate headquarters referred
to as the "Remaining Group”], the development of which has
however been limited due to shortage of funds for investments
in exploration and drilling of wells. As at 31 December 2019,
borrowings of the Group (the "Borrowings of Remaining
Group”], amounted to RMB3,594,543,000, out of which
RMB2,564,253,000 were overdue. As at 31 December 2019,
overdue interest payables of the Remaining Group amounted to
RMB322,367,000. Certain borrowings of the Remaining Group
contain cross-default terms, causing Borrowings of Remaining
Group of RMB37,279,000 as at 31 December 2019 to become
immediately repayable. The Remaining Group had cash and
cash equivalents of RMB42,851,000 as at 31 December 2019.

These conditions, together with others described in Note 2.1(b)
to the consolidated financial statements, indicate the existence
of material uncertainties which may cast significant doubt over

the Group’s ability to continue as a going concern.

CHINA HUARONG ENERGY COMPANY LIMITED
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INDEPENDENT AUDITOR’S REPORT

The directors of the Company have been undertaking a number
of measures to improve the Group's liquidity and financial
position, to refinance its operations and to restructure its
debts which are set out in Note 2.1(b) to the consolidated
financial statements. The consolidated financial statements
have been prepared on a going concern basis, the validity of
which depends on the outcome of these measures, which are
subject to multiple uncertainties, including (i] whether the
Group is able to obtain the agreement from the banks and
lenders to release or discharge the Company's guarantees
for the borrowings owed by the Disposal Group; (i) whether
the Group is able to convince the banks and lenders not to
demand for repayment of the outstanding loans of the Disposal
Group before the completion of the release of the Company’s
guarantees; (iii) whether the Group is able to negotiate
with all existing promissory note holders to make further
arrangements including extension of the maturity dates;
(iv)] whether the Group is able to negotiate with the relevant
bank for the renewal or extension for repayment for the bank
borrowing; (v] whether the Group is able to obtain waivers
from the relevant promissory note holders for the due payment
in relation to those notes that have cross-default terms and
extend the repayment dates when they fall due; [vi) whether
the Group can successfully implement a business plan for its
Energy Business to generate cash inflows; and (vii] whether
the Group can obtain additional sources of financing, including
those to finance the Energy Business and draw down from
the various facilities made available to the Group by entities
controlled by Mr. Zhang Zhi Rong and a close family member
of Mr. Zhang Zhi Rong, during the year as and when needed.

Should the Group fail to achieve the above-mentioned plans
and measures, it might not be able to continue to operate as
a going concern, and adjustments would have to be made to
write down the carrying value of the Group's assets to their
recoverable amounts, to provide for any further liabilities
which might arise, and to reclassify non-current assets and
non-current liabilities as current assets and current liabilities.
The effect of these adjustments has not been reflected in the

consolidated financial statements.
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INDEPENDENT AUDITOR’S REPORT

B B E R E

Impairment of property, plant and equipment and
intangible assets and impairment of the Company’s
investments in subsidiaries and amounts due from
subsidiaries

As at 31 December 2019, the Group’'s property, plant and
equipment and intangible assets amounted to RMB598,369,000
and RMB1,686,779,000 respectively. Such assets pertain to the
Energy Business. In determining the recoverable amounts of
these non-current assets, the directors of the Company used
value-in-use calculations, taking into consideration the proven
oil reserve and new sources of financing for oil exploration. As
the value-in-use amounts for the Energy Business exceeded
the carrying values of the corresponding non-current assets,
the directors of the Company are of the opinion that there was
no impairment of these non-current assets as at 31 December
2019. The recoverable amounts of these non-current assets
are estimated based on the assumption that the Group will

obtain adequate financing for oil exploration in the future.

We were unable to obtain sufficient appropriate audit evidence
we consider necessary to assess the recoverable amounts
of the non-current assets amounting to RMB2,285,148,000
of the Remaining Group, as the recoverable amount of the
non-current assets of the Remaining Group is dependent on
the availability of financing for oil exploration. There were no
alternative audit procedures that we could perform to satisfy
ourselves as to the recoverable amounts of these property,
plant and equipment and intangible assets and whether any
impairment charge should be made. Any impairment provision
for these assets found to be necessary would affect the
Group’s net assets as at 31 December 2019, the Group’s net
loss for the year then ended and the related note disclosures
to the consolidated financial statements.

In addition, as these assets were held by a material subsidiary,
any impairment provision for these assets found to be
necessary would also affect the carrying amounts of the
Company’s investments in subsidiaries and amounts due from
subsidiaries as well as the Company’s accumulated losses,
which amounted to RMB1,514,410,000, RMB141,221,000 and
RMB22,270,682,000, respectively, as at 31 December 2019 as
well as the related disclosures in the consolidated financial

statements.

CHINA HUARONG ENERGY COMPANY LIMITED
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INDEPENDENT AUDITOR’S REPORT

Responsibilities of Directors and Those
Charged with Governance 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 International Financial
Reporting Standards ("IFRSs") and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such internal
control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free

from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group's ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Group or to cease

operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing

the Group’s financial reporting process.
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B B E R E

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

Our responsibility is to conduct an audit of the Group's
consolidated financial statements in accordance with International
Standards on Auditing and to issue an auditor’'s report. We report
solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report. However, because we have
not been able to obtain sufficient appropriate audit evidence and
due to the potential interaction of the multiple uncertainties and
their possible cumulative effect on the consolidated financial
statements as described in the Basis for Disclaimer of Opinion
section of our report, it is not possible for us to form an opinion
on these consolidated financial statements. We are independent
of the Group in accordance with the International Ethics
Standards Board for Accountants” Code of Ethics for Professional
Accountants (“the Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code.

The engagement partner on the audit resulting in this

independent auditor’s report is Fong Wan Huen.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 6 May 2020

CHINA HUARONG ENERGY COMPANY LIMITED
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
aRa BRI &R

As at 31 December 2019 R—Z—hF+-_A=+—H

2019 2018
—E-hEF —ET—)N\F
Note RMB’000 RMB'000
B 5T ARET T AREFIT
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment Mm% - B RRE 6 598,369 748,012
Intangible assets mLEE 7 1,686,779 1,668,765
Prepayments for non-current assets FERENE EMTER B 10(b) - 33,939
2,285,148 2,450,716
Current assets REEE
Inventories FE 9 1,717 3,022
Trade receivables JE U BR TR 10(a) 2,777 3,497
Other receivables, prepayments HAb EUFIE - AR RRIE
and deposits S&iEn 10(b) 16,491 5,265
Cash and cash equivalents B4 RESZEY 11 42,851 9,274
63,836 21,058
Assets classified as held for sale PDEAERBELENEE 18 - 22,428,968
63,836 22,450,026
Total assets wmEE 2,348,984 24,900,742
DEFICIT B4t
Capital and reserves attributable A2 FEFIFEABIEER
to the Company’s equity holders K&
Ordinary shares Ak 12 2,021,534 1,737,050
Convertible preference shares AR Y 12 3,100,000 3,100,000
Share premium 1 =B 12 8,374,605 8,345,372
Other reserves HAib 14 211,147 3,704,672
Accumulated losses ZETE1E (22,253,809)  (25,907.616)
(8,546,523) (9,020,522)
Non-controlling interests FEVERR M R (16,982) (609,604)
Total deficit 4 pes 4 (8,563,505) (9,630,126)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e SRR

As at 31 December 2019 R—Z—hF+-_A=+—H

2019 2018
—E-NF —E—N\F
Note RMB’000 RMB'000

B EE AR®BTRT ARETT

LIABILITIES afE
Non-current liabilities knBEE
Borrowings RN 16 937,125 754,638
Current liabilities REBEE
Trade and other payables FEASTBR R S EL At JE - SR IE 15 772,802 952,033
Borrowings RN 16 2,657,418 2,885,793
Derivative financial instruments PTESMIT A 17 - 7194
Financial guarantee contracts MBRERAK 18,29 6,545,144 -
9,975,364 3,845,020

Liabilities directly associated with EOMEABIEHENEEERE

assets classified as held for sale BN BaGE 18 - 29,931,210

9,975,364 33,776,230

Total deficit and liabilities HWEMKREE 2,348,984 24,900,742

The above consolidated statement of financial position should A E#R& BF R0 2 & 62 B Y B o — BF 2

be read in conjunction with the accompanying notes. B9

The consolidated financial statements on pages 89 to 236 were %893:\:23659)]?%9@7@%*&%%%$“%%:
approved by the Board of Directors on é May 2020 and signed T _FFAANBMELH FMIIALTHKRE

on its behalf by EEEE
Chen Qiang Hong Liang
Director Director

EBEF EF
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

SeEEERER

Year Ended 31 December 2019 EHZ - —NF+-_A=+—HILFE

2019 2018
—E-hEF —ZE-N\F
Note RMB’000 RMB'000
B aE ARBT T AREFT
Continuing operations HHEREER
Revenue Wz 5 47,747 48956 N
Cost of sales HHE A 19 (34,680) (34,027)
Gross profit EFE 13,067 14,929
Selling and marketing expenses $H& RMiGHERZ 19 (2,393) (2,845)
General and administrative — RITHRFAX
expenses 19 (43,114) (54,678)
Impairment loss on property, WE - BERZEREEE
plant and equipment 19 (19,285) -
Other (losses)/gains - net Hh(E518), Wes— 558 21 (40) 621,816
Operating (loss)/profit e (B18),/FIE (51,765) 579,222
Gain on extinguishment of REFTAIEIREB L IR
financial liabilities upon HReRaEN K
issuance of convertible
preference shares 12 - 2,067,284
(51,765) 2,646,506
Finance income BhE WA 22 34,382 46,951
Finance costs & AR 22 (356,821) (486,409)
Finance costs - net REE AR —FER 22 (322,439) (439,458)
(Loss)/profit before income tax  BRET{SFLAT(E1E),/FIH (374,204) 2,207,048
Income tax expense PR1GTIR X 23 - -
(Loss)/profit for the year from REFBEEEBNFE
continuing operations (&), FHE (374,204) 2,207,048
Discontinued operations BARIEEK
Loss for the year from RECRIEEBNFERE
discontinued operations 18 (443,074) (2,466,527)
Gain on the disposal of HE B AR IE IS
discontinued operations 18 916,012 -
Change in provision for financial BIISIEREG LI EHEE )
guarantee contracts 29 13,333 -
486,271 (2,466,527)
Profit/(loss) for the year FEFEB/(&B) 112,067 (259,479

ANNUAL REPORT 2019 91
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
mEEERER

Year Ended 31 December 2019 HZ - —NF+-_A=+—HILFE

2019 2018
—B-hE —TN\F
RMB’000 RMB'000

AR®T ARBETT

Profit/(loss) attributable to: FEMLFE,(E518)
Equity holders of the Company AR GRIERFE A 137,320 (138,361)
Non-controlling interests FEPERR A A (25,253) (121,118)
112,067 (259,479)
(Loss)/profit attributable to the — ANARIEZEIEA AEMN
equity holders of the Company  (E518) /FIBHEAR
arisen from:
- Continuing operations —FHBREER (378,270) 2,213,293
- Discontinued operations — BRI 515,590 (2,351,654)
137,320 (138,361)
Other comprehensive FEEMEEREA(EE):
income/(loss) for the year:
ltems that cannot be reclassified NAJEH D EEEZRZIEH
to profit or loss
- Fair value gain/(loss) —RAREFAEMEZEK
on a financial asset at mHEREENARE
fair value through other Wz, (&)
comprehensive income 2,616 (16,635)
Other comprehensive REERIEEBEAMEE
income/(loss) arising from WA (E518)
discontinued operations 2,616 (16,635)
ltems that may be reclassified to AJREEFT D IEEIBm 2B H
profit or loss
- Exchange difference on —BREBINEBEEREYR
translation of foreign ZH
operations 20,223 80,394
Other comprehensive income Bt FEH 2 EBA
for the year, netoftax ... 22_,83_9____63_75_9
Total comprehensive income/ FE2ERA(EEB) g5
(loss] for the year 134,906 (195,720)
Attributable to: FER
Equity holders of the Company  ARQREZHAA 160,282 (74,521)
Non-controlling interests FEIE IR M 2 (25,376) (121,199)
134,906 (195,720)
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME | J

SeEEERER

Year Ended 31 December 2019 EHZ - —NF+-_A=+—HILFE

2019 2018
—E-hE —E-N\F
Note RMB’000 RMB'000
Likss ARBT R AREFT
Total comprehensive RRABERFEAREFELE
(loss)/income for the year (E518) WS BEEEER
attributable to the equity
holders of the Company arisen
from:
Continuing operations FHEEEETS (357,924) 2,293,166
Discontinued operations B4R IFET 518,206 (2,367,687)
160,282 (74,521)
(Loss)/earnings per share for RARERITE ARLEE
(loss)/profit from continuing R (ER),/FE
operations attributable to the BR(EE), BT
equity holders of the Company  (AERAREITIIR)
(expressed in RMB per share]
- Basic — &R 26 (0.03) 0.75
- Diluted —#F 26 (0.03) 0.48
Earnings/(loss) per share for KRB ERFEE ARG
profit/(loss) from discontinued — BRI FE,(E18)
operations attributable to the BRERN,(BE)
equity holders of the Company  (ABRAREILIITR)
(expressed in RMB per share)
- Basic 2 26 0.04 (0.80)
- Diluted — 8 26 N/A TR (0.80)

The above consolidated statement of comprehensive income

should be read in conjunction with the accompanying notes.

A LERA 2 ER EEBEN M T2
B o
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mERREER

Year Ended 31 December 2019 HZ - —NF+-_A=+—HILFE

Attributable to equity holders of the Company
BAFREREARR

Convertible Non-
Ordinary oreference Share Other  Accumulated controlling
shares shares premium TESEIVES losses Total nterests — Total Deficit

LER  TERERR RhiaE Eihiie ZiiEE B FRER BEY

RUB OO RMB00 RUB 00 RMB O RMB00 RUBN0 RMB OO0 RMB00

ARETL  MRETR ARETR ARETR O ARETL O ARETRL ARETR ARETR
Note 12) Note 12) Note 12) Note 14)
(Bisk2) (F12) (1) (Hs1d)

Balance at 1 January 2019 NZE-hE

-f-BiER 1,737,050 3,100,000 8,345,372 306,872 (25,907,816) (9,020522) (609,604] (9,630,126]
Profitloss) for the year ) - - - - 137320 137,320 (25,253 12,067
Other comprehensiieincome/ A2 TNE/ (B#E)

6
Farvalieqanonafinancial ~— BAAEETAZM
asset at far value though FENENEE

other comprehensive income ~ BEMARENE - - - 2,616 - 2,416 - 2416
Bxchange diference on translation  {A%/81 84
of foreign operations EiZE - - - 20,346 - 20,346 (123) 20,223

Total comprehensive income/ ~ EE2E
(loss] for the year i/ (BR)4E - - - 2,962 137,320 160,262 (25,376) 134,906

Transactions with equity holders B AEEA 2 BEER

in their capacity as owners AR5

Tranfer of fairvalue loss o~ AL EFAEMEEM
financial asset at fairvalue NS EAENALE
through other comprehensie  EfER1ERERZZ
income to accumulated losses  FEE

upon disposal - - - 6,140 (6,140} - - -
Issuance of shares upon REATARERREN

conversion of convertble i

bonds 284,484 - 29,233 - - N3 - KNIV

Release of non-controlling REERR EHERR
interest upon disposal of HERER

discontinued operations - - - - - - 617,99 017,998
Release of other reserves upon  HEBEREHEE

disposal - - - (3,500,018 3,500,018 - - -
Lapse of employee share options 2 74kt - - . (22,609) 2,409 . - -

Total transactions with ownersin - B4 AEEA 2 BRER
their capacity as owners MiRgaE 284,484 - 29,233 (3,516,487) 3,916,487 N7 817,998 931,115

Balance at 31 December 2019 H-F-1f

8 2,021,534 3,100,000 8,376,805 W7 (20,253809  (8,946,529) (16,92 (8,963505)
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY | r
mEEaSER

Year Ended 31 December 2019 & ZE - ZE—NF+-_A=+—HILFE

Attributable to equity holders of the Company
BAFREREARR

Convertible Non-
Ordinary oreference Share Other  Accumulated controlling
shares shares premium Reserves losses Total nterests — Total Deficit

LER  TERERR RhiaE Hihiae ZiiEE B HRER BEY

RUB OO RMB00 RUB00 RUB OO0 RMB 00 RUB00 RMB O RMB 00

ARETT  ARBTR ABETR ARETn ARETR ARETR ARETR ARER
Note 12) Note 12) Note 12) Note 14)
(Bisk12) (F12) (1) (Hs1d)

Balance at 1 January 2018 R-E-NE

-F-RitkH %1 - 10432701 3600806 (BIAT (10757950] 488,405 (11,246,350

Loss for the year FEER (13831 (138 361 (121,119 59,479
Other comprehensive income~~~ f2AHA
Fairvalue lossonafinancial %A% B AR A

asset at fair value though 2EhEhAE

other comprehensive income EENDARER B B B, (16033 - (16,03 (602 (16,633
Exchange difference on translation AE:551eiEE)

offoreign operations B8 - - - R - Men 1 8030

Total comprehensive income/  £E2E
loss orthe year Wit/ (E8)48 - - - ga0 e Mm%

Transactions with equity holders  R5BEEAL
intheir capacity as owners ~ BEBEAM
%%

Issuance of convertible preference  %/7a/ £ ELR

shares - 3,100,000 (2067 284) - - 1032718 - 1032718
Issuance of shares upon REATARESTE

conversion of convertible e

bonds 199278 - (20,064) - - 119,233 - 119,233
Lapse of employee share options B EREH - - - (21,99 21992

Total transactions with ownersin - S5 BHE A2
their capacity as owners EREEAN
RAEE W8 310000 (2,087,329 (21,99 299 1811969 - 1811949

Balance at 31 December 2018 W-2-N\%
tZA=t-A
i 1737050 3,100,000 8,365,372 3,706,672 (25,907,614) (9.020,522) [609,504) (9.630,126]

The above consolidated statement of changes in equity should A L4R& #E a8 B) 5% & SR EE MY Y 52 — P &
be read in conjunction with the accompanying notes. B o
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CONSOLIDATED STATEMENT OF CASH FLOWS
GERTRER

Year Ended 31 December 2019 &E—ZE—NF+-_A=+—HILtFE

Note 2019 2018
B aE —E-NF —E—N\F
RMB’000 RMB'000
ARETR ARETT
Cash flows from operating REZLITHNELSR
activities
Cash (used in}/generated (A iEHe
from operations 28 (23,933) 51,643
Interest paid BB (38,571) (181,593)
Net cash generated from/ KEE R IEEBHEE
(used in] operating SEENFTTS,(FTA)
activities from discontinued  IR&FEE
operations 18 19,488 (71,048)
Net cash used in operating K& EFEfMARESFE
activities (43,016) (200,998)
Cash flows from investing REREZBNELR
activities
Purchase of property, plant  BEEWY - BE k&E
and equipment (5,695) (128,332)
Interest received B FIE 80 27
Net cash (used in)/generated KEBRIFEBKHITE
from investing activities EE(FTA)/ iR e
from discontinued FEE
operations 18 (32,950) 20,667
Net cash used in investing REFZEFFHARESEE
activities (38,565) (107,638)
Cash flows from financing REBMEZTENEESR
activities
Proceeds from other HAERATERIR
borrowings 309,194 464,217
Repayment of other EREHAMER

borrowings (63,391) (82,605)
Repayment of bank EIRITIER

borrowings (144,472) (118,267)
Net cash used in financing REERIEEFRE

activities from discontinued  JEBIFTRIR & 58

operations 18 (500) (1,715)

T
TNa

Net cash generated from METBMEBRSFE
financing activities 100,831 261,630
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CONSOLIDATED STATEMENT OF CASH FLOWS
SERERER

Year Ended 31 December 2019 EHZ - —NF+-_A=+—HILFE

Note 2019 2018
P aE —E-hEF —E—N\F
RMB’000 RMB'000
ARETR ARETT
Net increase/(decrease) in BHE&ERBESZEYEM, "
cash and cash equivalents  (E4) B4 19,250 (47,006)
Cash and cash equivalents at TR LB ECEEY
beginning of the year 23,236 69,858
Exchange difference on cash IR&RIFESFEYHER
and cash equivalents ER 365 384
Cash and cash equivalents FRRERBREZEY
at end of the year " 42,851 23,236
Analysis of balances of cash RE&ERBELLEWERH
and cash equivalents: Ak i
Cash and cash equivalents B NBEEEY 42,851 9,274
Cash and cash equivalents st ADIEAFIE
included in assets HEEE RERES
classified as held for sale B 18 - 13,962
42,851 23,236
The above consolidated statement of cash flows should be read M F4A R &S RE LN T — 42

in conjunction with the accompanying notes. 3 e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

General information
China Huarong Energy Company Limited (the “Company”)

was incorporated in the Cayman Islands on 3 February
2010 as an exempted company with limited liability under
the Companies Law of the Cayman Islands. Its registered
address is Cricket Square, Hutchins Drive, PO Box 2681,
Grand Cayman, KY1-1111, Cayman Islands.

The Company is an investment holding company. The
principal activities of the subsidiaries are set out in Note

32 to the consolidated financial statements.

The consolidated financial statements are presented in

Renminbi ("RMB”), unless otherwise stated.

Principal accounting policies

The principal accounting policies applied in the
preparation of these consolidated financial statements
are set out below. These policies have been consistently
applied to all the years presented, unless otherwise
stated.

2.1 Basis of preparation
(a) Statement of compliance

The consolidated financial statements of the
Company have been prepared in accordance
with International Financial Reporting Standards
("IFRSs"). The consolidated financial statements
have been prepared under the historical cost
convention, except as modified by the accounting
policies stated below.

The preparation of the consolidated financial
statements in conformity with IFRSs requires
the use of certain critical accounting estimates.
It also requires management to exercise its
judgment in the process of applying the Group’'s

accounting policies.

CHINA HUARONG ENERGY COMPANY LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Principal accounting policies (continued)
2.1 Basis of preparation (Continued)
(a) Statement of compliance (Continued)

)

Except as described below, the accounting
policies adopted are consistent with all the
year's presented rules unless otherwise stated.

Going concern basis

The Group had an operating cash outflow of
RMB43,016,000 (31 December 2018: outflow
of RMB200,998,000 during the year ended 31
December 2019. As at 31 December 2019, the
Group had a deficit of RMB8,563,505,000 (31
December 2018: RMB9,630,126,000) and the
Group’s current liabilities exceeded its current
assets by RMB9,911,528,000 (31 December 2018:
RMB11,326,204,000]. The Group maintained
cash and cash equivalents of RMB42,851,000
(31 December 2018: RMB9,274,000) as at 31
December 2019.

e MR MR

2 FESTHBEw®
2.1 mBEEE )
la) EHEH R
BTHLES - RIEBITEIR - TR
W e BRI EE 258
BI—% o

b] FFEAEEE
BHE-_ZT-NAF+-A=+
—HLEFE AEBKEHR
& md A A R 43,016,000
T(ZE—NF+ZA=*+—
BH: & H A R 200,998,000
L) RZE—NF+ZA=
+T—H  AEEEBAARAR
#8563,505,000t( =& — N\
F+ZA=+—H: AR
9,630,126,0007T ) * M A& E
RBBEEBLERBEEA
R #9911,528,0000( =& —
NE+-_A=+—HB: AE
#11,326,204,0007T ) » B =
Z-NF+ZA=1+—8"
TrEE#HReRASEE
Y AR #42851,0000( =&
—NF+ZA=+—8: A
R#9,274,0007T) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @
2.1 Basis of preparation (Continued) 2.1 RREEm@m)
[b] Going concern basis (Continued) b] FEAEEEE ()

On 9 October 2018, the Company entered into
a conditional sale and purchase agreement
with Unique Orient Limited (the “"Purchaser”),
an independent third party, to dispose the
core assets and liabilities of the Shipbuilding
Business (the "Disposal Group”) at a
consideration of HKD1 (the “Transaction”). There
are certain conditions precedent pursuant to the
Transaction, which included, but not limited to,
the successful issuance of certain Convertible
Preference Shares ("CPS”] to certain bank
creditors of the subsidiaries of the Disposal
Group, and the release or discharge of the
relevant guarantees provided by the Company in
respect of the debts of the Shipbuilding Business
(the "Relevant Guarantees’]. The conditional
sale and purchase agreement and the issuance
of CPS were approved by the shareholders of
the Company and CPS were issued in December
2018. All the assets and liabilities of the Disposal
Group were classified as “Assets classified as
held for sale” and “Liabilities directly associated
with assets classified held for sale” as at 31
December 2018.

On 3 March 2019, supplemental agreements
were signed with the Purchaser, such that (1]
the transfer of the sale shares of Able Diligent
Limited, the holding company of the Disposal
Group, to the Purchaser shall take place on
or before 31 August 2019; (2] the Purchaser
agreed to procure the release or discharge of
the Relevant Guarantees; and (3) the Purchaser
agreed to execute a share charge over the sale
shares in favour of the Company. On 10 March
2019, the Group transferred the sale shares of
Able Diligent Limited to the Purchaser.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS J
e MR MR

2 Principal accounting policies (continiess 2 FEEEFTER @
2.1 Basis of preparation (Continued) 2.1 RREEm@m)
[b] Going concern basis (Continued) b] FEAEEEE ()

Following the completion of the transfer of

sale shares, the Group has derecognised the

BREAERDTEXRER &A%
BERIERLESENE

Disposal Group's assets and liabilities which ERBE ZSEERB "
were classified as “Assets classified as held for BEOBRIDERBIELE
sale” and “Liabilities directly associated with MEEIRIMESHERHE
assets classified held for sale”, and recognised a HENEEEEEBENE
disposal gain of RMB916,012,000. On 30 October Bl WHERLEREARE
2019, a supplemental agreement was signed 916,012,000t e RZE— AN
with the Purchaser, such that the share charge F+A=+H BEHFFF]
over the sale shares in favour of the Company HWRHE BEANARAR
executed by the Purchaser was replaced by a e ABLEH & IR T L B AR
deed of indemnity provided by the Purchaser. MEHRBESTRENEER
Details of the disposal are disclosed in note 18. BRE - HEFBERHFEI8
RIREE -
As at 31 December 2019, financial guarantees R-ZE—-hhE+=-_RB=+—
provided by the Company to the banks and H  ARAHLEEBRIR
lenders of the Disposal Group, inclusive 17 RAE KA 1) B 75 £ 1R
of principals and interest, amounted to (BREASEME)IRARYE
RMB6,545,144,000. The Group has considered 6,545,144,0007T © N & B 2
and recognised the corresponding impact of EZREINR_ZE-—NF+TA
such financial guarantee contracts as at 31 =S+ BHRMBERELD
December 2019. Details are disclosed in note 29. IR R 2 o FHIE M EE29
HRER o
As at 31 December 2019, borrowings of the RZEB-NFT+ZA=+—
Group amounted to RMB3,594,543,000, out H  AEBENERR/ARK
of which RMB2,564,253,000 were overdue, 3,5694,543,0007T © E A
while borrowings of the Group amounting to R ®2564,253,0000T 2 @
RMB37,279,000 contained cross-default terms as B -mRAZZE—nF+=A
at 31 December 2019 and became immediately =T —HAAREEERARKE
repayable. Total overdue interest payables of 37,279,0007C & & X iE 4 1§
the Group amounted to RMB322,367,000. These Ao WASEMEERE - AEH
borrowings are further explained below: WBRENFERARY
322,367,0007C ° &% F & KR
TGE—FEL
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

2 Principal accounting policies (continued)
2.1 Basis of preparation (Continued)
[b] Going concern basis (Continued)

(]  The Group had promissory notes with
an aggregate principal amount of
RMB2,140,289,000 outstanding as at 31
December 2019, out of which approximately
RMB810,083,000, RMB779,660,000 and
RMB513,267,000 had been overdue since
2017, 2018 and 2019 respectively. The
remaining outstanding promissory notes
amounting to RMB37,279,000 became
immediately repayable pursuant to the

cross-default terms under the relevant loan

agreements.

(i) The Group had bank borrowing of
RMB461,243,000 which was overdue in
accordance with the repayment date of the

agreement as at 31 December 2019.

The above conditions indicate the existence
of material uncertainties, which may cast
significant doubt upon the Group's ability to

continue as a going concern.

In view of such circumstances, the directors of
the Company have, during the year and up to
the date of the approval of these consolidated
financial statements, taken the following
measures to mitigate the liquidity pressure and
to improve the financial position of the Group,

to refinance its operation and to restructure its

debts:
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EBERGEEE  HERHA
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BT+ —%—
NERZTE—AEFEED
ICE AR o BRT R E B
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Principal accounting policies (continued)
2.1 Basis of preparation (Continued)
[b] Going concern basis (Continued)

i)

i)

iii)

The Group has been actively negotiating
with the relevant banks and lenders
of the Disposal Group to release or
discharge the Relevant Guarantees. Since
the date of disposal until 31 December
2019, guarantees of RMB99,422,000 were
discharged while RMB6,545,144,000 are

expected to be released in year 2020.

The Group is also maintaining its
relationship with the banks and the lenders
of the Disposal Group so that no action will
be taken by them to demand immediate
repayment of its outstanding borrowings

under the Relevant Guarantees.

The Group has also been actively negotiating
with the banks and lenders regarding the
borrowing of RMB2,601,532,000 to take the

following actions:

(a] As at 31 December 2019, outstanding
promissory notes amounting to
RMB2,103,010,000 which were not
extended nor repaid upon the schedule
repayment dates and thus became
overdue and RMB37,279,000 became
immediately repayable pursuant to the
cross-default terms under the relevant
loan agreements. The Company is in
the process of negotiating with these
promissory note holders for further
arrangements, including the extension
of maturity dates and obtaining waiver
from the lender for the due payment
pursuant to the relevant cross-default

terms.

e MR MR

2 FTESFHBERw
2.1 RREEm@m)
b] FEAEEEE ()

) AEE-—ERBEGEEH
RITREHEEENE
RABER LEKR K
BBRAEBAER B H
EEHEEZE-_ZT— A
F+-A=+—8 ' A
R #99,422,0007T 2 &
REBBR MARK
6,545,144,0007T 78 A #%
R -ZFMEG -

i) AR R AR E B R TT
R ESENERADN
BAR - AHERRESE
RETTEERKAEEER
HEEERETHRER

a3

B

i) NEBTF-BHEBEERE
;A K #2,601,532,000
THEBETEERAE
7 - ABRRBUATTE

a) RZE—NEFE+=
A=+—8 k&
BEEAHEBRSEA
R #2,103,010,000
TR ETEIE K B B
WHEERS(EE
HgrE @i mA
R #37,279,0007C
RIZAEE B R %
HTIHR XENE
KA BEMER - K
AR IEBRZ SR
EEREAERINU
TEE—F %8 8
BERIEE I
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies wcontnues 2 FEEFEHE @

2.1 Basis of preparation (Continued) 2.1 RREEm@m)
[b] Going concern basis (Continued) b] FHEAEEEE ()

iii) [(Continued) i) (&)

(b] As at 31 December 2019, the Group b) R—ZEE—HAFE+=
had bank borrowing of RMB461,243,000 A=+—8H &%
which was overdue. The Group is in the MIETERAR
process of negotiating with the relevant #461,243,0007T 2
bank for extension of repayment and B o ANEEIEHR
renewal of such borrowing. B 2R 17 175 7 3L 4R

BERTUERE

iv]  During the year ended 31 December 2019, v)] BE-_Z—hF+=-A

the Group obtained security-free and
interest-free loans from an entity controlled
by a close family member of Mr. Zhang Zhi
Rong amounting to RMB451,669,000, which

will be due for repayment in June 2021.

As at 31 December 2019, the Group has
drawn down USD83,784,000 (equivalent to
approximately RMB583,407,000) in total
from the loan agreement, provided by entity
controlled by Mr. Zhang Zhi Rong, who agreed
to provide a loan facility up to USD250,000,000
(equivalent to approximately RMB1,740,800,000)
to the Group for the funding of the oilfield
operations of the energy exploration and

production segment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

2 FESTHBEw®

2 Principal accounting policies (continued)
2.1 Basis of preparation (Continued)
[b] Going concern basis (Continued)

vi)

The Group has focused on its operations
in development of the energy exploration
and production segment. During the period,
a number of wells were developed in the
Republic of Kyrgyzstan ("Kyrgyzstan”) and
management expects to realise an increase
of oil output through further development
and expansion of this segment, thereby

generating steady operating cash flows.

As at 31 December 2019, the Group has
drawn down RMB9,100,000 from the loan
agreement, provided by an entity controlled
by Mr. Zhang Zhi Rong, who agreed to
provide a loan facility up to RMB40,000,000
to the Group for the funding in respect
of the energy exploration and production
segment. The Group expects to draw
down the remaining balance of the facility

throughout 2020.

In addition, the Group also entered into a
Co-operative Framework Agreement during
the year ended 31 December 2018 with
an independent third party who agreed to
provide materials for the exploration and
production of crude oil with an aggregate
amount up to USD500,000,000, in exchange
for an option to purchase up to 70% of the
total crude oil produced by the Group at
92% to 95% of the market price as a form of
repayment until all the liabilities are repaid.
Such facility has not been utilised up to 31
December 2019.

2.1 REEE(m)
[b] FHEACLEE (&)

vi)

AEEHFERAERY
REAEEEBRE - B
N EERE T HANE
(IEEEH S HER
FomH - mERERS
FRE-—TERNIOR
ZEBRBEOMES
R i 7 RIS E B
REBR I

—hF+=A
CAREEBE R
EEEHNE
E X 155 5% 12 R
,100,0007¢ © #%
ﬁ$$@hf
EEM%AO 000,000
ﬁmémﬂé RAE
ZRRMEREESD
HRHES - AEEE
PR T _ZFHAZ
BB 2R TR o
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¥
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nm‘
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o BEZE—N\F
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B AEEITE—-F
BYE=FFMEE
EXRGE ZBILSE
=7 REREME RS MR
LEEMBBESE
500,000,0003 JT JA 2 #82
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies wcontnues 2 FEEFEHE @

2.1 Basis of preparation (Continued) 2.1 RREEm@m)
[b] Going concern basis (Continued) b] FHEAEEEE ()

The directors have reviewed the Group's cash
flow projections prepared by management that
covered a period of not less than twelve months
from 31 December 2019. They are of the opinion
that, taking into account the above-mentioned
plans and measures, the Group will have sufficient
working capital to finance its operations and to
meet its financial obligations as and when they
fall due within the next twelve months from
the date of the statement of financial position.
Accordingly, the directors are satisfied that it is
appropriate to prepare the consolidated financial

statements on a going concern basis.

Notwithstanding the above, significant
uncertainties exist as to whether management
of the Company will be able to achieve its plans
and measures as described above. Whether
the Group will be able to continue as a going
concern would depend upon the Group’s ability
to generate adequate financing and operating
cash flows through the successful fulfillment of
the following plans:

i) obtaining the agreement from the banks
and lenders to release or discharge the
Relevant Guarantees for the borrowings

owed by the Disposal Group;

i) convincing the banks and lenders not to
demand for repayment of the outstanding
loans of the Disposal Group before the
completion of the release of the Relevant

Guarantees;

CHINA HUARONG ENERGY COMPANY LIMITED
RROBRDA

EFCENEEBRENE
EB-T-NFE+-A=T
—HEELT _ERANASK
R RERD - KER
R BRI LGB RE
M AREKBERENEE
B REXBREREMHE
& WREETTA M BARRK
HBEREFRET=@EAR
BIHR B SR A - Wi - B
ERE ABBELENER
mBURAMEHRRBINE

BEWML - ARBEEERE
B XAt i AR LR B K
aiETF A E RN THET M -
REFBRREDAFERLE
HEMBEEKZ BRILAE
B A RINEMIA TS
ESxROBMERKERS

=N,
NLE -

i) AERTTRERABRGH
B RBRAEBRARA
zh & R B P AS RAE K
TR B AEREHELR -

il

i) FARIRTT R AR AR
FAYE R BRSO T &
REEHESBENARE

yEm 5

= ETN



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

2 FESTHBEw®

2 Principal accounting policies (continued)
2.1 Basis of preparation (Continued)
[b] Going concern basis (Continued)

iii)

iv)

v)

vi)

vii)

negotiating with all existing promissory
note holders of outstanding principals of
RMB2,140,289,000 together with accrued
interests thereon for further arrangements

including extension of the maturity dates;

negotiating with the relevant bank for the
renewal or extension for repayments for the
bank borrowing of RMB461,243,000 that was
overdue as at 31 December 2019;

obtaining waivers from the relevant
promissory note holders for the due
payment in relation to those notes that
have cross-default terms and extend the
repayment dates when they fall due;

implementing a business plan for its energy
exploration and production segment to

generate cash inflows; and

obtaining additional sources of financing
other than those mentioned above, including
those to finance the energy exploration and
production segment, and the successful
drawdown of the various facilities made
available to the Group by entities controlled
by Mr. Zhang Zhi Rong and a close family
member of Mr. Zhang Zhi Rong, as
described in management’s plan above, as

and when needed.

2.1 REEE @)

[b] FHEACLEE (&)

iii)

iv)

v)

vi)

vii)

HAEERAESABARYE
2,140,289,000 0 (38 A £
FERTF B M FT B B A%
HEBFBAER B
TEE— T8 BREE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @
2.1 Basis of preparation (Continued) 2.1 RREEm@m)
[b] Going concern basis (Continued) b] FEAEEEE ()

Should the Group fail to achieve the above-
mentioned plans and measures, it might not be
able to continue to operate as a going concern,
and adjustments would have to be made to
write down the carrying value of the Group’s
assets to their recoverable amounts, to provide
for any further liabilities which might arise,
and to reclassify non-current assets and non-
current liabilities as current assets and current
liabilities. The effect of these adjustments has
not been reflected in these consolidated financial
statements.

New and amended standards,
improvements and interpretation adopted
by the Group

A number of new or amended standards became
applicable for the current reporting period,
amongst which the Group had to change its
accounting policies as a result of adopting IFRS

16 Leases.

The impact of the adoption of the leasing
standard and the new accounting policies are
insignificant. The other standards did not have
any impact on the Group’'s accounting policies

and did not require retrospective adjustments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

2 Principal accounting policies (continued)
2.1 Basis of preparation (Continued)

[d] Certain new and amended accounting standards
have been published that are not mandatory
for 31 December 2019 reporting periods and
have not been early adopted by the Group.
New standards, amendments to standards and
interpretations have been issued, but are not
effective for the financial period beginning 1
January 2019 and have not been early adopted
by the Group:

2 FESHHEw®
2.1 REEE @)

[d) ETERGHFTREETE
HERN-E-NE+—A=
+— B RO R4E HART i R 3R I A
B AAEEITKREREA -
BEMGER-E—hE—A—
B 57 54 B B A RS 4 o A 2 B AR
£ W0 SR AR RARM A BT 3T A8
BRI R ER BT -

Effective for annual periods
beginning on or after

i AN:E e
BRNEEHREN
Conceptual Framework for ~ ZE—/\FHHRE  Revised Conceptual TETNBRERS 1 January 2020
Financial Reporting 2018 BaER Framework for Financial ~ 1ER —Z-TFE-J-H
Reporting
IAS 1 and AS 8 EERe:EaIE15%  Definition of Material EANEE 1 January 2020
(Amendments) REBR g sHER ZZ-TF-A-H
FR (BT
IFRS 3 (Amendments] BB HREENE  Definition of a Business ~ EBHTE 1 January 2020
3R(BETX) “Z-2%-A-H
IFRS 9, 1AS 39 and IFRS 7 EIBSBASIREEAIZ  Interest Rate Benchmark — FIEEENS 1 January 2020
(Amendrments) 95  EIR@EE  Reform “Z-Z2-J-H
AIZ395% Bl
HBREENET
EACCHEY
IFRS 17 BIRBTRBREEE|E  Insurance Contracts REaE 0 1 January 2022
175% “¥--%-A-H
IAS 1 (Amendments) BERe:EaIE15  Classification of Liabilities BESEARBER 1 January 2022
(BaTA) as Current or Non- AFERBEE ZZ--f-A-H
current
IFRS 10 and IAS 28 BIRAH®REEE  Sale or Contribution REZERABENT To be determined
(Amendments) 10 RER e of Assets between RAEEDE LR BT
ERIZEWHERT  an Investor and its WEERLES
x) Associate or Joint HE

Venture

These standards are not expected to have a
material impact on the Group in the current
or future reporting periods and on foreseeable

future transactions.

EHZEEATEHAEE
% A1 oK R o o T 9
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @

2.2 Principles of consolidation and equity 22 mEANRRERETER
accounting Al
(a] Subsidiaries (a)] B1EZL A

Subsidiaries are all entities (including structured
entities) over which the Group has control. The
Group controls an entity when the Group is
exposed to, or has rights to, variable returns
from its involvement with the entity and has the
ability to affect those returns through its power
to direct the activities of the entity. Subsidiaries
are fully consolidated from the date on which
control is transferred to the Group. They are
deconsolidated from the date that control

ceases.

The acquisition method of accounting is used to
account for business combinations by the Group
(refer to Note 2.3).

Intercompany transactions, balances and
unrealised gains on transactions between group
companies are eliminated. Unrealised losses are
also eliminated unless the transaction provides
evidence of an impairment of the transferred
asset. Accounting policies of subsidiaries have
been changed where necessary to ensure
consistency with the policies adopted by the
Group.

Non-controlling interests in the results and
equity of subsidiaries are shown separately in
the consolidated statement of comprehensive
income, statement of changes in equity and

statement of financial position respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS J
e MR MR

2 Principal accounting policies (continiess 2 FEEEFTER @

2.2 Principles of consolidation and equity 22 mEANRRERETER
accounting (Continued) Al ()

b] HEEEEZZE

[b) Changes in ownership interests

The Group treats transactions with non-

REEH T & 5| Bk EZH

controlling interests that do not result in a loss BEOEERERX SR BE "
of control as transactions with equity owners AEBESEHEANRKS -
of the Group. A change in ownership interest BRREREHGEUERE
results in an adjustment between the carrying mEIHERERREEZE
amounts of the controlling and non-controlling ZHEARBRRERWE R
interests to reflect their relative interests in the Rl HE R - PR
subsidiary. Any difference between the amount of ARHBEEAMEN KB
the adjustment to non-controlling interests and RERZ EAMEBERARF]
any consideration paid or received is recognised EaEBEARGERSD 2 E
in a separate reserve within equity attributable R EA R o
to owners of the Company.
When the Group ceases to consolidate or equity i 75 52 18] [R) e 5K 42 o
account for an investment because of a loss of R HI S EXRE ’i“jjﬁﬁﬂ
control, joint control or significant influence, IEREEGZE AR IL#ER
any retained interest in the entity is remeasured AR ERZERZEMR
to its fair value with the change in carrying BRZRAAALBEEF
amount recognised in profit or loss. This fair E MEEREZHUINER
value becomes the initial carrying amount for NIER - BBEE ARIIER
the purposes of subsequently accounting for the BMERF aELENSH
retained interest as an associate, joint venture BEZRBERME AR
or financial asset. In addition, any amounts EX AV ZEREE - I
previously recognised in other comprehensive 5 R B At 2 T UK 5 A T RR
income in respect of that entity are accounted HZEREENTMSER
for as if the Group had directly disposed of the HMASEBECEREHERH
related assets or liabilities. This may mean EEFBEZTARAAR &
that amounts previously recognised in other Al B R 3R 8 A AE H A 2 T e
comprehensive income are reclassified to profit RANERZSREETOEE
or loss or transferred to another category of BREEEEARERYS
equity as specified/permitted by applicable WEERFEETFZSE—
IFRSs. =R -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @

2.3 Business combinations 2.3 (%E6t
The acquisition method of accounting is used to AEERBRBSTHERMEED
account for all business combinations, regardless SRR MAwmUE#ER TAK
of whether equity instruments or other assets are Hih&E - WEINB AR EEE
acquired. The consideration transferred for the REAR:

acquisition of a subsidiary comprises the:

(i)  fair values of the assets transferred ) PEZEEEZAARE

(i) liabilities incurred to the former owners of the (i) PRREBRIGERERAEL
acquired business Z8fE

(i} equity interests issued by the group (i) ZRERME3E1T 2 AR

(iv) fair value of any asset or liability resulting from liv] KARBLEHEEZTMNE
a contingent consideration arrangement, and EXRBEZANE R

(v] fair value of any pre-existing equity interest in v REBAREAEFEER
the subsidiary ZRE e

Identifiable assets acquired and liabilities and BRIEBRAIGIIMERIN - EEBEE

contingent liabilities assumed in a business Bt rp PTEE B AT 3851 A9 B B DA S B

combination are, with limited exceptions, measured ENBBELKABE  BRUEKSE

initially at their fair values at the acquisition date. REBERHNARENE - A%H

The Group recognises any non-controlling interest in LR TEW R B E DAL 7 (B s IR AR

the acquired entity on an acquisition-by-acquisition IR B A B H B B RS AT

basis either at fair value or at the non-controlling PEEFERREWEERBT AT

interest’s proportionate share of the acquired entity’s (BES2 e a3

net identifiable assets.

Acquisition-related costs are expensed as incurred. WA TERARN AN B AR ST 8K ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS J
e MR MR

2 Principal accounting policies (continiess 2 FEEEFTER @

2.3 Business combinations (Continued) 2.3 ¥¥%E50tm@m

The excess of the consideration transferred, amount
of any non-controlling interest in the acquired entity,
and acquisition-date fair value of any previous equity
interest in the acquired entity over the fair value
of the net identifiable assets acquired is recorded
as goodwill. If those amounts are less than the fair
value of the net identifiable assets of the business
acquired, the difference is recognised directly in
profit or loss as a bargain purchase.

Contingent consideration is classified either as
equity or a financial liability. Amounts classified as a
financial liability are subsequently remeasured to fair
value with changes in fair value recognised in profit
or loss.

If the business combination is achieved in stages,
the acquisition date carrying value of the acquirer’s
previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date. Any
gains or losses arising from such remeasurement

are recognised in profit or loss.

2.4 Segment reporting

Operating segments are reported in a manner
consistent with the internal reporting provided
to the chief operating decision-maker. The chief
operating decision-maker, who is responsible for
allocating resources and assessing performance
of the operating segments, has been identified as
the Executive Directors of the Company who make

strategic decisions.

FrEgefiE R B E B AEM
FEE R M 25 2 B M AR AT SR BT AR UG
BERNREENKERRONAARE
HP WA A EEFENARE
MEREIRAESR o W LA SBIE
RATWE XA # R EEFEN D
nfE BEEZRSFERERER
BEERNERER -

FAREFEAEANEHEE -
FHEACRABENSBEEREN
EERRE  AAESENIERE

u?Jl:\"

HERBAFIFEBTK - BB
ER UL RS S SR AT S R Ui B A
MERESHFEERERHNA
RfE RAENTEREENEIMR
Wees sl Bi1R - MR MER

2.4 WIS
QAR IR 5 2 B BT AR
% EMIR AR B E M —
B o AR FMBITESHIRBIET
EBATHIEQUREE BF
DEEFRTE L BRI o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @
2.5 Foreign currency translation (Continued) 25 SHNEBE
la] ZHEER Z5I&H

(a) Functional and presentation currency

ltems included in the financial statements of
each of the Group's entities are measured
using the currency of the primary economic
environment in which the entity operates
(the “functional currency’). The consolidated
financial statements are presented in RMB,
which is the Company's functional and the

Group's presentation currency.

Transactions and balances

Foreign currency transactions are translated
into the functional currency using the exchange
rates prevailing at the dates of the transactions
or valuation where items are re-measured.
Foreign exchange gains and losses resulting
from the settlement of such transactions and
from the translation at year-end exchange rates
of monetary assets and liabilities denominated
in foreign currencies are recognised in the profit
or loss. They are deferred in equity if they relate
to qualifying cash flow hedges and qualifying net
investment hedges or are attributable to part of

the net investment in a foreign operation.

Foreign exchange gains and losses that relate
to borrowings are presented in the profit or loss
within “finance income’ or ‘finance costs’. All
other foreign exchange gains and losses are
presented in the profit or loss within “other
(losses)/gains - net'.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Principal accounting policies (continued)
2.5 Foreign currency translation (Continued)
[b) Transactions and balances (Continued)

lc]

Translation differences on non-monetary
financial assets and liabilities such as derivative
financial instruments are recognised as part of

the fair value gain or loss.

Group companies

The results and financial position of all the group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation
currency are translated into the presentation
currency as follows:

(] assets and liabilities for each statement of
financial position presented are translated
at the closing rate at the date of that
statement of financial position;

(i) income and expenses for each statement
of comprehensive income are translated at
average exchange rates (unless this average
is not a reasonable approximation of the
cumulative effect of the rates prevailing on
the transaction dates, in which case income
and expenses are translated at the rate on
the dates of the transactions); and

(i) all resulting exchange differences are

recognised in the profit or loss.

On consolidation, exchange differences arising
from the translation of the net investment in
foreign operations, and of borrowings and other
currency instruments designated as hedges
of such investments, are recognised in other

comprehensive income.

e MR MR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @

2.6 Oil properties 2.6 Al
The successful efforts method of accounting is used AmE R ER BB A K RIART
for oil exploration and production activities. Costs are R o IRLAESRm A 2 EERET -
accumulated on a field-by-field basis. All costs for FEH - BEREARAHEEF
development wells, support equipment and facilities, BB RIATEREREPTE XA R
and proved mineral interests in oil properties are W - BRELEEE NTHERIE
capitalised within construction in progress under REEFTER o 8 R IRYIEA A
property, plant and equipment. Geological and REARXH - BES RBRAH
geophysical costs are expensed when incurred. Costs BN A 2 B HR B ) 3 AE S B R
directly associated with an exploration well, and DR EREEMAEESIERAT
exploration and property leasehold acquisition costs, BRIRPEFTER - HETHET
are capitalised within construction in progress until RUEEERS  AIBE@EKRAER
the determination of reserves is evaluated. If it is Baik e

determined that commercial discovery has not been

achieved, these costs are charged to the profit or

loss.

Once commercial reserves are found, construction —BEBAMEHERGEIHE X
in progress relevant to oil properties are tested for EEERBRABETHIRNE - BIF
impairment, or whenever facts and circumstances BAMBEMNERZ TIESHEITRE
indicate impairment. No depreciation and depletion is A o MENER K 5T Ak BR A AR ZE 40 Bk
charged during the exploration and evaluation phase. WERITE - 2T mATKFAE
When development is completed on a specific field, it B - AR AAHMIER -

is transferred to oil properties.

An impairment loss is recognised for the amount by BER MR EERBESRN AT
which the exploration and evaluation assets’ carrying El2EER - B EERRRREES
amount exceeds their recoverable amount. The 1B o A El e AR RAT R B E
recoverable amount is the higher of the exploration R BN SHE R A8 K B B
and evaluation assets’ fair value less costs of REBE R=E °

disposal and their value in use.

Qil properties are depreciated using the units-of- AHIE BB AERITE - B
production method. Unit-of-production rates are HEXRTIERDRALRERFE -
based on proved developed reserves, which are oil VLA B A& & 7 A G st B IR B &Ik
reserves estimated to be recovered from existing WEIEAmEE - & AMEERT
facilities using current operating methods. Oil BTN OREEX S5
volumes are considered to be part of production once 2 WA ABEEN—I5 -

they have been measured through meters at custody
transfer or sales transaction points at the outlet valve

on the field storage tank.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS J
e MR MR

2 FESHHEw®
2.6 AmYEm@

2 Principal accounting policies (continued)
2.6 Oil properties (Continued)

Proven oil properties are reviewed for impairment
whenever events or changes in circumstances

indicate that the carrying amount may not be

i R E BN B R A B R
AW EEEREE - RIHRAAMIER
tERER - EEEREESNA

FEHRE2019

recoverable. An impairment loss is recognised for WE SR AGERRZANE |
the amount by which the asset's carrying amount B - AIN RIS EAEEZANE
exceeds its recoverable amount. The recoverable MHERREEAEE BEE °
amount is the higher of an asset’s fair value less SAHEREM S - BETYRAMER]
costs of disposal and its value in use. For the BAREREZ HERR DA -
purposes of assessing impairment, assets are
grouped at the lowest levels for which there are
separately identifiable cash flows.

2.7 Property, plant and equipment 2.7 M1% - BMERZE
The Group’s buildings, including buildings under rEENEF(BRERBTIRE
construction, are stated at revalued amount. All HEHEINER - FIBEEMYZE - BB
other property, plant and equipment, except for A (R TR N IR L AR
construction in progress, are stated at historical MBI ERZRERSENIR -
cost less accumulated depreciation and accumulated JEL AR BN MR ZEIER
impairment losses. Historical cost includes L EERX -
expenditure that is directly attributable to the
acquisition and construction of the items.
Subsequent costs are included in the asset's AR BEEZIER AARKR
carrying amount or recognised as a separate asset, REEHBNARE AT EmMARER -
as appropriate, only when it is probable that future ERSEEPZN- 2T E et
economic benefits associated with the item will TEECEENRHEXERR—
flow to the Group and the cost of the item can be HEVEEGRBERAME) ° HER
measured reliably. The carrying amount of the AR REEDUEER - A AEM
replaced part is derecognised. All other repairs and RIERREBEESNFTHBREAR
maintenance are charged in the profit or loss during B o
the financial period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continued)
2.7 Property, plant and equipment (Continued)

2 FESHBEEw®
2.7 ¥ - MERZRE@®E
BAEER (RIE NRAEM A

Except for oil properties, the depreciation of which

is calculated using the unit-of-production method, EEFTE)I - FTEHRANA T

depreciation is calculated using the straight-line FTAEAF R AN R E RE D

method to allocate their costs to their residual values ZRREENE

over their estimated useful lives, as follows:
Computer equipment 3-5 years
EIERE =FhfF
Office equipment 5 years
N T4
Motor vehicles 4-10 years
Bl mzE+F

The assets’ residual values and useful lives are

reviewed, and adjusted if appropriate, at each

reporting period. An asset’s carrying amount is

written down immediately to its recoverable amount

if the asset’s carrying amount is greater than its

estimated recoverable amount.

Plant and equipment under construction or pending

installation are stated at cost impairment losses,

if any. No depreciation is made on assets under

construction in progress until such time as the

relevant assets are completed and available for their

intended use.

Gains and losses on disposals are determined by

comparing the proceeds with the carrying amount

and are recognised in the profit or loss.

CHINA HUARONG ENERGY COMPANY LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

2 FESTHBEw®

2 Principal accounting policies (continued)
2.8 Intangible assets

(a)

(b

[c]

Co-operation Rights

The Co-operation Rights represent rights to
cooperate with the national oil company of
Kyrgyzstan in the operation of the five oil fields
zones ("Co-operation Rights”). The Co-operation
Rights are stated at cost less accumulated
amortisation and any impairment losses. The Co-
operation Rights are amortised using the unit-
of-production method. Unit-of-production rates
are based on proved reserves, which are oil
reserves estimated to be recovered from existing
facilities using current operating methods. Oil
volumes are considered to be part of production
once they have been measured through meters
at custody transfer or sales transaction points at

the outlet valve on the field storage tank.

Gooawill

Goodwill represents the excess of the cost of
an acquisition over the fair value of the Group's
share of the net identifiable assets of the
acquired subsidiary at the date of acquisition.
Goodwill on acquisitions of subsidiaries is
included in intangible assets. Goodwill is
tested for impairment and carried at cost
less accumulated impairment losses, if any.
Impairment losses on goodwill are not reversed.
Gains and losses on the disposals of an entity
include the carrying amount of goodwill relating

to the entity disposed of or sold.

Goodwill is allocated to cash-generating units
("CGUs"] for the purpose of impairment testing.
The allocation is made to those CGUs or groups
of CGUs that are expected to benefit from the
business combination in which the goodwill

arose.

Computer software

Acquired computer software are capitalised on
the basis of the costs incurred to acquire and
bring to use the specific software. These costs
are amortised over their respective estimated

useful lives of 2 to 10 years.

28 B EE

(a)

(b

lc]
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @
2.9 Non-current assets (or disposal groups) 29 HIELHENIERBEE(S

held for sale and discontinued operations HEREE)REKRLLER
Non-current assets (or disposal groups) are classified WIEmBEE(KHESE)MET
as held for sale if their carrying amount will be BEREERBHERSMIEFRER
recovered principally through a sale transaction R E - B AR E R 2R
rather than through continuing use and a sale is AIREE AR - BIDMEARIELE -
considered highly probable. They are measured at HVEREER AR EREERAR
the lower of their carrying amount and fair value MEFRRIEETE - ERETERR
less costs to sell, except for assets such as deferred HEeRRELEHIEEE EBRAE
tax assets, assets arising from employee benefits, H7EE  RARBIRNERE
financial assets and investment property that are EREEDEARRBEERETH
carried at fair value and contractual rights under BRERNEEERID o

insurance contracts, which are specifically exempt

from this requirement.

An impairment loss is recognised for any initial or BEEEINIEEE(HEREE )T
subsequent write-down of the asset (or disposal fa] )46 sk AR WO = A 7 (ERBH &
group) to fair value less costs to sell. A gain is BANHER o W TR AR ERIHE
recognised for any subsequent increases in fair value BE (G EEE) KA EREE
less costs to sell of an asset (or disposal group), IR - TR BT RTER AT
but not in excess of any cumulative impairment loss M ZFHRERE - RIEEFERBE
previously recognised. A gain or loss not previously E (R HEEE) B LA AR ER
recognised by the date of the sale of the non-current B ER B BT IR & AR I RERR B R
asset (or disposal group) is recognised at the date of MR ©

derecognition.

Non-current assets (including those that are part of EnDEE(BREZEBENLES
a disposal group) are not depreciated or amortised E—SMoHERBEE)EES
while they are classified as held for sale. Interest AEEHERTTIESNEE - »
and other expenses attributable to the liabilities of a HERBELHENHEEEBERN
disposal group classified as held for sale continue to FERE M B TER o

be recognised.

Non-current assets classified as held for sale and the SERFIEHENIERBDEERS
assets of a disposal group classified as held for sale HABELENLEEEEERL
are presented separately from the other assets in EHMBRARANNEMEESFZ
the consolidated statement of financial position. The P SR AREHENEHESRES
liabilities of a disposal group classified as held for BERGEVBERARANEMBE
sale are presented separately from other liabilities in DHEZ -

the consolidated statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Principal accounting policies (continued)

2.9 Non-current assets (or disposal groups)
held for sale and discontinued operations
(Continued)

A discontinued operation is a component of the entity
that has been disposed of or is classified as held for
sale and that represents a separate major line of
business or geographical area of operations, is part
of a single co-ordinated plan to dispose of such a line
of business or area of operations, or is a subsidiary
acquired exclusively with a view to resale. The results
of discontinued operations are presented separately
in the consolidated statement of comprehensive

income.

2.10 Investments and other financial assets
(il Classification

The Group classifies its financial assets in the

following measurement categories:

e those to be measured subsequently at fair
value [(either through OCI or through profit

or loss), and
. those to be measured at amortised cost.

The classification depends on the entity's
business model for managing the financial
assets and the contractual terms of the cash
flows.

For assets measured at fair value, gains and
losses will either be recorded in profit or loss
or OCI. For investments in equity instruments
that are not held for trading, this will depend
on whether the Group has made an irrevocable
election at the time of initial recognition to
account for the equity investment at fair value
through other comprehensive income (FVOCI).

The Group reclassifies debt investments when
and only when its business model for managing

those assets changes.

e MR MR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @

2.10Investments and other financial assets Q10 REREMEREE @)
(Continued)
lil] Recognition and derecognition lii) FEERAR I FE

Regular way purchases and sales of financial
assets are recognised on trade-date, the date
on which the Group commits to purchase or sell
the asset. Financial assets are derecognised
when the rights to receive cash flows from
the financial assets have expired or have been
transferred and the Group has transferred
substantially all the risks and rewards of
ownership.

Measurement

At initial recognition, the Group measures a
financial asset at its fair value plus, in the case
of a financial asset not at fair value through
profit or loss (FVPL), transaction costs that are
directly attributable to the acquisition of the
financial asset. Transaction costs of financial
assets carried at FVPL are expensed in profit or
loss.

Financial assets with embedded derivatives are
considered in their entirety when determining
whether their cash flows are solely payment of
principal and interest.

Debt instruments

Subsequent measurement of debt instruments
depends on the Group’'s business model
for managing the asset and the cash flow
characteristics of the asset. There is one
measurement category into which the group
classifies its debt instruments:

e Amortised cost: Assets that are held for
collection of contractual cash flows where
those cash flows represent solely payments
of principal and interest are measured
at amortised cost. Interest income from
these financial assets is included in
finance income using the effective interest
rate method. Any gain or loss arising on
derecognition is recognised directly in profit
or loss and presented in “other (losses)/
gains-net” together with foreign exchange
gains and losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

2 Principal accounting policies (continiess 2 FEEEFTER @

2.10Investments and other financial assets

210 REREMESREE @)

(Continued)

liiil

liv]

Measurement (Continued)

Equity instruments

The Group subsequently measures all equity
investments at fair value. Where the Group’s
management has elected to present fair value
gains and losses on equity investments in OCI,
there is no subsequent reclassification of fair
value gains and losses to profit or loss following
the derecognition of the investment. Dividends
from such investments is recognised in profit or
loss as other income when the Group’s right to
receive payments is established.

Change in the fair value of financial assets
at FVPL are recognised in “other (losses]/
gains-net” in the statement of profit or loss as
applicable. Impairment losses [and reversal
of impairment losses) on equity investments
measured at FVOCI are not reported separately

from other changes in fair value.

Impairment

The Group assesses on a forward-looking basis
the expected credit losses associated with its
debt instruments carried at amortised cost. The
impairment methodology applied depends on
whether there has been a significant increase in

credit risk.

For trade receivables, the Group applies the
simplified approach permitted by IFRS 9,
which requires expected lifetime losses to
be recognised from initial recognition of the

receivables, see Note 3.1(b) for further details.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @

2.11 Impairment of non-financial assets 2N EEMEERE
Assets that have an indefinite useful life, for example, 3 8 e 7E A AR AF B e & 2= (7 40
goodwill or intangible assets not ready for use are not BEAHMAAHERNETLEE)
subject to amortisation and are tested annually for BRI ERTFETREN
impairment. Assets that are subject to amortisation & ATHIENEERNLIRER
are reviewed for impairment whenever events or BREE A R A O E g
changes in circumstances indicate that the carrying R BERE EEERBES
amount may not be recoverable. An impairment loss AT O & R - ARG ERRERA
is recognised for the amount by which the asset’s BERE - AIRESFEAEEAR
carrying amount exceeds its recoverable amount. BRI EK AR BRI ERE
The recoverable amount is the higher of an asset’s BEMENRSE) - ERARE "
fair value less costs to sell and value in use. For BERBIUAIBNRERENRE
the purposes of assessing impairment, assets are IKFCREEASBN) D - BN
grouped at the lowest levels for which there are SMVFETREBEESLIRE - BIA
separately identifiable cash flows (a CGU). Non- REHE B BT A DR e RE -

financial assets other than goodwill that suffered an
impairment are reviewed for possible reversal of the

impairment at each reporting date.

2.12 Derivative financial instruments 2126TESRMT A

Derivatives are initially recognised at fair value on TTETAYTRIIITETAEGL
the date a derivative contract is entered into and EBERARERR  ZBRALE
are subsequently remeasured at their fair value. BHETE c ARENITETAL S
The Group's derivative instruments do not qualify REEEPETRIENER M2
for hedge accounting and are accounted for at fair BAREAER - BETETAR
value through profit or loss. Changes in the fair HARBEEHERERESNER R
value of these derivative instruments are recognised [Hfth (E518) Mzs —F5E] o

immediately within “other (losses)/gains - net” in the
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS J
e MR MR

2 Principal accounting policies (continiess 2 FEEEFTER @

2.13 Inventories 2137178
Crude oil inventories are stated at the lower of FRFE A AN E A IR FE M &

cost and net realisable value. Costs of inventories
represent relevant production costs and are

FEREIEEIIR - FERAREKE
RAR A EERCAN - IR AN T4 B

FEHRE2019

determined on a weighted average basis. Net By meRREsnremer 1
realisable value is the estimated selling price in the PEFHEEREBET R TRA AR R
ordinary course of business less the estimated costs HETHERRER -

of completion and the estimated costs necessary to

make the sale.

2.14 Trade and other receivables 2.14 FEWBR R I H A FE W IE
Trade receivables are amounts due from customers EWER R RIE B B2 /Z 8 iy
for goods sold or services performed in the ordinary &7 on SR L ARFS I FE W R P HO R
course of business. If collection of trade and other 18 o AT HRTE —F sk AN (11
receivables is expected in one year or less (or in the EEEERAFT - AAERKRE
normal operating cycle of the business if longer], /A1) L5z [0 i s B R B L b 8 LA R
they are classified as current assets. If not, they are 18 - 75 8 FE W AR 3R N B FE W SR IR
presented as non-current assets. ENBRRDEE  BAIAERD

BESY -
Trade receivables are recognised initially at the FEU R IR AT AR R B2 A
amount of consideration that is unconditional unless R RIFEBRERABEND
they contain significant financing components, when i - BIIRARERER - AEERE
they are recognised at fair value. The Group holds LAWER & #9307 /4% B 1,2 FEUER
the trade receivables with the objective to collect the o AL ERETMEAERN X
contractual cash flows and therefore measures them REHRC AR 8 - BEASERIE
subsequently at amortised cost using the effective BER - FERMEES (D) o
interest method. See Note 3.1(b] for a description of
the Group’s impairment policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @
2.15 Cash and cash equivalents 25 R RASEEY

ReMReFEVMEREBTRER
TFRAERITEE K -

Cash and cash equivalents include cash in bank and

deposits held at call with banks.

2.16 Share capital 2.16 R
lil Ordinary shares il B#EkK

Ordinary shares and non-redeemable preference

shares are classified as equity.

Incremental costs directly attributable to the
issue of new shares are shown in equity as a

deduction, net of tax, from the proceeds.

Convertible preference shares

Non-redeemable convertible preference
shares issued by the Company that contain the
conversion option components are classified as
equity on initial recognition in accordance with
the substance of the contractual arrangements
and the definitions of an equity instrument. The
conversion option allows the holder of the non-
redeemable convertible preference shares to
convert the convertible preference shares into
a fixed number of the Company’'s own ordinary
shares and therefore the whole instrument is

classified as an equity instrument.

The convertible preference shares are initially
recognised at their par value in share capital.
The difference between the par value of the
issued convertible preference shares and its fair

value is recognised in share premium.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS J
e MR MR

2 FESHHEw®
217 B IR R S FE

2 Principal accounting policies (continued)
2.17 Trade and other payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary
course of business from suppliers. Trade and

ENERAEREEEEBTA
HEBBENERIRBARNE
o iR E—FRARADE

FEHRE2019

other payables are classified as current liabilities EREEBET  AaEsRRiy |
if payment is due within one year or less [or in the A EEAIE A R R R E
normal operating cycle of the business if longer). If NFEEIERRBEE - BRI
not, they are presented as non-current liabilities. FRBEEZT -
Trade and other payables are recognised initially at FEAT BRSNS A M BT SRIB R AP AR
fair value and subsequently measured at amortised REER  BEREATERERRER
cost using the effective interest method. BIHPAARETE -

2.18 Borrowings 2.18 fB K
Borrowings are recognised initially at fair value, BRNFEAAEHNREEENR
net of transaction costs incurred. Borrowings DRATER o (B RE BT IHR AN
are subsequently carried at amortised cost; any FHER - MATEFIEIBRRZ S A)
difference between the proceeds (net of transaction EARE (BB M ERE R AERRF
costs) and the redemption value is recognised in the BOEREF MBS PR -
profit or loss over the period of the borrowings using
the effective interest method.
Fees paid on the establishment of loan facilities EEFHRE AT e 289 sk 2 HHEER
are recognised as transaction costs of the loan to BIERT  HRIZEFREE T
the extent that it is probable that some or all of the ERBARERRHHA It
facility will be drawn down. In this case, the fee is BAT  ZERABBETERERDER
deferred until the draw-down occurs. To the extent BAER  EWEDRBRZERE
there is no evidence that it is probable that some RAEFEEE D2 BRI E R
or all of the facility will be drawn down, the fee is T ZERBRENERRDES
capitalised as a prepayment for liquidity services and ARSI TERTRIE - W EAERIRLE
amortised over the period of the facility to which it HARA T UASE S -
relates.
Borrowings are classified as current liabilities ERDBERRBEIE  BRIFAEE
unless the Group has an unconditional right to defer BEEREEEERIEEEREH
settlement of the liability for at least 12 months after A& Z D128 A B AR R
the end of the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

2 Principal accounting policies (continued)

2.19 Convertible bonds

2 FESTHBEw®

219 AIR R &3

Convertible bonds without equity component are

accounted for as hybrid instruments consisting of

an embedded derivative and a host debt contract.

At initial recognition, the embedded derivative of

the convertible bonds is accounted for as derivative

financial instruments and is measured at fair value.

Any excess of proceeds over the amount initially

recognised as the derivative component is recognised

as liability under the contract. Transaction costs

that relate to the issuance of the convertible bonds

are allocated to the liability under the contract. The

derivative component is subsequently carried at fair

value and changes in fair value are recognised in the

profit or loss. The liability under the host contract is

subsequently carried at amortised cost, calculated

using the effective interest method, until extinguished

on conversion, redemption or maturity. When the

convertible bonds are converted, the carrying amount

of the liability under the contract together with the

fair value of the relevant derivative component at the

time of conversion are transferred to share capital

and share premium as consideration for the shares

issued. When the convertible bonds are redeemed,

any difference between the redemption amount

and the carrying amounts of both components are

recognised in the profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

2 Principal accounting policies (continiess 2 FEEEFTER @
2.20 Provisions 2.20 B

Provisions for environmental restoration,
restructuring costs and legal claims are recognised
when the Group has a present legal or constructive
obligation as a result of past events, it is probable
that an outflow of resources will be required to settle
the obligation, and the amount has been reliably
estimated. Provisions are not recognised for future

operating losses.

Where there are a number of similar obligations,
the likelihood that an outflow will be required in
settlement is determined by considering the class of
obligations as a whole. A provision is recognised even
if the likelihood of an outflow with respect to any one
item included in the same class of obligations may be

small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in
the provision due to passage of time is recognised as

interest expense.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @
2.21 Current and deferred income tax 2.21 BNHA R IR AE P15 8L

The income tax expense or credit for the period
is the tax payable on the current period’s taxable
income based on the applicable income tax rate for
each jurisdiction adjusted by changes in deferred
tax assets and liabilities attributable to temporary
differences and to unused tax losses.

(a) Current income tax

The current income tax charge is calculated on
the basis of the tax laws enacted or substantively
enacted at the end of each reporting period
in the countries where the Company and its
subsidiaries operate and generate taxable
income. Management periodically evaluates
positions taken in tax returns with respect to
situations in which applicable tax regulation is
subject to interpretation. It establishes provisions
where appropriate on the basis of amounts

expected to be paid to the tax authorities.

(b] Deferred income tax

Inside basis differences

Deferred income tax is recognised, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities
and their carrying amounts in the consolidated
financial statements. However, deferred tax
liabilities are not recognised if they arise from
the initial recognition of goodwill, the deferred
income tax is not accounted for if it arises from
initial recognition of an asset or liability in a
transaction other than a business combination
that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates [and
laws] that have been enacted or substantively
enacted by the end of each reporting period and
are expected to apply when the related deferred
income tax asset is realised or the deferred
income tax liability is settled.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Principal accounting policies (continued)
2.21 Current and deferred income tax (Continued)
(b) Deferred income tax (Continued)

lc]

Inside basis differences (Continued)

Deferred income tax assets are recognised
only to the extent that it is probable that future
taxable profit will be available against which the

temporary differences can be utilised.

Outside basis differences

Deferred income tax is provided on temporary
differences arising on investments in
subsidiaries, except for deferred income tax
liability where the timing of the reversal of the
temporary difference is controlled by the Group
and it is probable that the temporary difference

will not reverse in the foreseeable future.

Offsetting

Deferred income tax assets and liabilities are
offset when there is a legally enforceable right
to offset current tax assets against current tax
liabilities and when the deferred income taxes
assets and liabilities relate to income taxes
levied by the same taxation authority on either
the taxable entity or different taxable entities
where there is an intention to settle the balances

on a net basis.

e MR MR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @

2.22 Employee benefits 2.2EEEF
(a) Short-term obligations la) FHIEF

Liabilities for wages and salaries, including
non-monetary benefits, annual leave and
accumulating sick leave that are expected
to be settled wholly within 12 months after
the end of the period in which the employees
render the related service are recognised in
respect of employees’ services up to the end of
the reporting period and are measured at the
amounts expected to be paid when the liabilities
are settled. The liabilities are presented as
current employee benefit obligations in the

balance sheet.

Pension and employee social security and
benefits obligations

The group companies in the PRC and Kyrgyzstan
participate in defined contribution retirement
plans and other employee social security plans,
including pension, medical, other welfare
benefits, organised and administered by the
relevant governmental authorities for employees
in the PRC and Kyrgyzstan. The Group
contributes to these plans based on certain
percentages of the total salary of employees,
subject to a certain ceiling, as stipulated by the

relevant regulations.

The Group has no further payment obligations
once the contributions have been paid. The
contributions are recognised as employee
benefit expense when they are due. Prepaid
contributions are recognised as an asset to the
extent that a cash refund or a reduction in the

future payments is available.

CHINA HUARONG ENERGY COMPANY LIMITED
RROBRDA

TERFEEE(BERRE
2 B 1R A5 B AR 155 A ] R 18
NREARNTREHEZIFER
B FERERFER) IR
BEERSHRZEBERE T
NERILILFBERRGE BRI
RxfzeBE8- AER
EERERANZISEHE
BRMEE-

b] BINERIESHERER

EHEIE

EFBELRTBRTHOEER
B2 MAE HFRKETEI R
MHEBRMARRFI AT E RSB
THRBABNEENEM
BEHEREFTE BER
e BE HibmAE
& - AEERIZEAREGIR
EHREBHFEHN—EBD
(7 ER) A A B &I

=
e

EHERR  AEEBEE
—SHFREL RFER-FE
REPXNRERRESR
M o ATRHIRESRES
R AREN Rz BN HRE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

2 FESTHERw®
LR EERA @
lc] LR BEZELFH B

2 Principal accounting policies (continued)
2.22 Employee benefits (Continued)
[c] Share-based compensation

The employees receive equity instruments of

the Company as consideration for their services

BREWEBARBNEATA
ERRA KB RERBEH R

FEHRE2019

rendered to the Group. The fair value of the BeptEBRHRBEMET "
employee services received in exchange for the WRARTAN AR EEER
grant of the equity instruments is recognised as R—IEXH - EIEX H
an expense. The total amount to be expensed BEEDN2ERMERAIA
is determined by reference to the fair value AR EEE(BEERTS
of the equity instruments granted, including KGN TRIEFMETIS
any market performance conditions; excluding AR 7% Ko R IR 5% B IR T E &
the impact of any service and non-market VB RBREEMEREE
performance vesting conditions; and including BHOFE)  FZHNES
the impact of any non-vesting conditions. The BREENERR BB
total amount expensed is recognised over the BRMAETHBIREDE
vesting period, which is the period over which PREYERR - REWMEMR
all of the specified vesting conditions are to be ERBRIEIETIH RN MRS
satisfied. At the end of each reporting period, BREHRABRYEAE THEBENY
the entity revises its estimates of the number AT BB BT ER AT
of equity instrument that are expected to vest WHEBERER(WA)AER
based on the non-marketing performance and RIGFTFIEEANTZE - WH
service conditions. It recognises the impact of R AR BT E o
the revision of original estimates, if any, in the
profit or loss with a corresponding adjustment to
equity.
In addition, in some circumstances employees gboh - EE A BERT > EE
may provide services in advance of the grant AITEEE B 2 AT IR AR
date and therefore the grant date fair value % MEEBEMN A ER
is estimated for the purposes of recognising e 52 IR 765 A 4 R R B R
the expense during the period between service B HIM A B RS AR A ET ©
commencement period and grant date.
When the options are exercised, the Company AN ) PR AR T AT (6 R
issues new shares. The proceeds received net TTRRAR = PrUYCRIR (FOBR1E
of any directly attributable transaction costs are MEEEFTRIENAR)EEBA
credited to share capital (and share premium). PR (R (B ) ©

[d] Bonus plan ld] 7E4I513)
The Group recognises a provision for bonus AEEBEEEHNEEHET
when contractually obliged or when there is a X HE TE B 1 B 38 1E 0% B i
past practice that has created a constructive TRACAL A o
obligation.
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2.23 Revenue recognition 2.23 TR
Revenue comprises the fair value of the consideration WRBERAEEZBEXBES
received or receivable for the sale of goods in the PHEELNBEWRSERREZA
ordinary course of the Group's activities. Revenue AE - AEEHEEROKETE
from sale of goods of the Group was primarily KEAHEEREE -

generated from production and sales of oil.

Revenue are recognised when or as the control of the REEEmEHIEEETFER B
goods is transferred to the customer, and there is no WERABHNEAZERFPEXE
unfulfilled obligation that could affect the customer’s i e TIARER - EERDE
acceptance of the product. Delivery occurs when KEFETEME - EME S EBIAR
the product have been transported to the specified RIELANRR  BEPEEHEES
location, the risks of obsolescence and loss have NEXER  BEXBRRE SR
been transferred to the customer, and either the AEEEREERIBAMAERE
customer has accepted the products in accordance EHEENK - BIRAEE -

with the sales contract, the acceptance provisions
have lapsed, or the Group has objective evidence that

all criteria for acceptance have been satisfied.

Revenue from the production and sales of oil are AHAEEREERRNEPRARE
recognised at a point in time when the customer EEWAHEmNFERER - H
picks up the oil products from the Group, as such RERIZEHEEERTER - A&
the control of the goods is transferred to the B MR TE B R R P iR At
customer. The Group does not provide shipment of BHEMEE - WMEAREENER
oil products to customers at any specified location. REsT2EN  AIAEEARRA
The performance obligation is completely fulfilled BRWHEE A MERNE o

upon the pick-up and the Group then has the right to

invoice and recognises the revenue for the oil sold.
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2.24 Interest income 2.24 R 2 WA

Interest income on financial assets at amortised
cost calculated using the effective interest method
is recognised in the consolidated statement of

comprehensive income as part of other income.

Interest income is presented as finance income
where it is earned from financial assets that are held
for cash management purposes. Any other interest
income is included in other income.

Interest income is calculated by applying the
effective interest rate to the gross carrying amount
of a financial asset except for financial assets that
subsequently become credit-impaired. For credit-
impaired financial assets the effective interest rate
is applied to the net carrying amount of the financial

asset (after deduction of the loss allowance].

2.25 Borrowing costs

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

are substantially ready for their intended use or sale.

Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation. All other
borrowing costs are recognised in profit or loss in

the period in which they are incurred.

BRUABERAENEREENR
WA TIRkRE2ERERER R
HA AR —&B D

HASWAKE BB EE M
RETRMEE  FMEKRASRIR
BEWA o EAEMBFSHAFTA
HAUWA -

MEWATIE BERF X ERNE B
BEZREAREFESL - HERER
RAEEREZEREERI - &
REEREEZREEMS R
BMEEREEFEEIGRER
BB ERRAERME -

2.5 fEE KA

WE - ZRULELREREE(RH
ZAERMETEERTRZRAHE
MEE)EERTEN —RESERS
ERA - MAZEFEENKAR
EEEEAS LBZHERTRASE
HIHERLE

MEEEE BEFEEREEN
TR E R IR E WA -
EEAEERERMMBEER AR
B TEEMEEXNANEESEENR
BIiE = P ERR
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2 Principal accounting policies (continiess 2 FEEEFTER @

2.26 Leases 2261 HE

Until 31 December 2018, leases of property, plant BEE_ZE-N\F+ZA=+—8H"
and equipment where the Group, as lessee, had REEEREBANBEERAERR
substantially all the risks and rewards of ownership REbo Bk R EmamE - BE &
were classified as finance leases. Finance leases RBEESERBENE - BEM
were capitalised at the lease’'s inception at the EREBVIRREEMERIRER
fair value of the leased property or, if lower, the SEAENFREUAREE BE)
present value of the minimum lease payments. The BRER - HENHES EETNGRY
corresponding rental obligations, net of finance BERG ARME R R KRR
charges, were included in other short-term and long- H- BEEENRINEERRE
term payables. Each lease payment was allocated AR Z RO - R E AR EIR
between the liability and finance cost. The finance BRI - URESHEa EEHRIE
cost was charged to profit or loss over the lease H—HE BRI K -

period so as to produce a constant periodic rate of

interest on the remaining balance of the liability for

each period.

Leases in which a significant portion of the risks and FTERERKEH R & B HRAER
rewards of ownership were not transferred to the EAREE(EREABANWHEESHE
Group as lessee were classified as operating leases. RISEHE - BRELEHEELN
Payments made under operating leases (net of any FEFRCH0 B 1) (78 A MR B9 £ fr] 5%
incentives received from the lessor) were charged to Be) ZEREREARNEEEN
profit or loss on a straight-line basis over the period B o

of the lease.

From 1 January 2019, leases are recognised as a E-E—NF—A—HiE HER
right-of-use asset and a corresponding liability at the HEEEAHAEEFERAE BHER
date at which the leased asset is available for use by RITABEEERAEARE -

the Group.
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2 FESHHEw®
2.26 HE (@)

2 Principal accounting policies (continued)
2.26 Leases (Continued)

Contracts may contain both lease and non-lease
components. The Group allocates the consideration in
the contract to the lease and non-lease components

BRI LR 2 E MRIFEE AN
7 o AEBERREE RIFEERAK
MO HEENELER  $AORE

.. m

based on their relative stand-alone prices. However, DEERE MIEHEEAKE S

for leases of real estate for which the Group is a i LA EREE AR FHEMR

lessee, it has elected not to separate lease and non- BEmE BEEKHESRIFHER

lease components and instead accounts for these as BE D ANBR A E—THEEKES

a single lease component. WEERERS

Assets and liabilities arising from a lease are initially HEEENEERBEVFZARE

measured on a present value basis. Lease liabilities BEEHE - HEAGRBETIHEE

include the net present value of the following lease NREFRE -

payments:

e fixed payments (including in-substance fixed e EENR(BEEZ LHEE
payments), less any lease incentives receivable H X)) REEREKEER

e variable lease payment that are based on an o ERBHEINEMNAIEHEE
index or a rate, initially measured using the N AR B MR
index or rate as at the commencement date BN X LFE

e amounts expected to be payable by the Group o FREBERFABEERTE
under residual value guarantees FTERTEV S ER -

e the exercise price of a purchase option if the e MAKSEHAEEBETEEESR
Group is reasonably certain to exercise that BEE ARZEERNT
option, and HE: &

e payments of penalties for terminating the lease, o (MEEHRMAEEITEZ
if the lease term reflects the Group exercising EEE XK EESEN
that option. gisk e
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B IR R MR

2 Principal accounting policies (continiess 2 FEEEFTER @

2.26 Leases (Continued) 226 HE (®0)
Lease payments to be made under reasonably REeERECEEEREZNNMA
certain extension options are also included in the ENFMFABBHAEZA -

measurement of the liability.

The lease payments are discounted using the interest HENFRERBERBE ST R
rate implicit in the lease. If that rate cannot be readily TTERIR o WEER S EZ A E
determined, which is generally the case for leases in (RAEEHEEN—RIBEN) - AlfE
the Group, the lessee’s incremental borrowing rate is FRFFEARIE 2B - BME R
used, being the rate that the individual lessee would HFHEAERLUBERE P RALE
have to pay to borrow the funds necessary to obtain A B ARMHE ARG R AR
an asset of similar value to the right-of-use asset in BEEABRUBENEEMTER
a similar economic environment with similar terms, i B A B o

security and conditions.

To determine the incremental borrowing rate, the RETFREERNE - KER :

Group:

e where possible, uses recent third-party financing o TEFEEIBESAT - £ AR &
received by the individual lessee as a starting MARITEGHNE=7T/EA
point, adjusted to reflect changes in financing RO EEELHRAE  ARE
conditions since third party financing was BESE=STRENKXRE
received TRt By &

e uses a build-up approach that starts with a risk- e (FHREIME BARAEE
free interest rate adjusted for credit risk for A HENEERR (&R
leases held by the Group, which does not have WERE=F/E)ARERR
recent third party financing, and ME: R

e makes adjustments specific to the lease, e.g. o ETHERMEAOMAZE  F
term, country, currency and security. WREARR ~ BR - BRI o
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2 FESTHBEw®

2.26 FHE (@)

2 Principal accounting policies (continued)
2.26 Leases (Continued)

Lease payments are allocated between principal and
finance cost. The finance cost is charged to profit
or loss over the lease period so as to produce a

HENRRAE R 2 FE
e - MR AEREMENE
s BASSHRNEEHRER

m
constant periodic rate of interest on the remaining BRI A 2R — B -
balance of the liability for each period.
Right-of-use assets are measured at cost comprising R EERKAE - BFEUT
the following: &I -
e the amount of the initial measurement of lease e HEBEBENVMRITESRE
liability
e any lease payments made at or before the o HERBAE A NHE
commencement date less any lease incentives A1 & FORk & 2 Y 8
received EEBE:
e any initial direct costs, and o (HAVEREENKAE K
e restoration costs. e (BEER-
Right-of-use assets are generally depreciated EREEE—MNEER ERFH
over the shorter of the asset’s useful life and the SHEH(UAREE BE)IREEFE
lease term on a straight-line basis. If the Group is FTENE c WASEAEREITE
reasonably certain to exercise a purchase option, the BEEERE AEREEENEH
right-of-use asset is depreciated over the underlying BENAMEAFHRNTIUINE -
asset’'s useful life.
Payments associated with short-term leases of BI5G HATE B SR MO A R (B (A
equipment and vehicles and all leases of low-value BEMNMEHERANNRUAER
assets are recognised on a straight-line basis as FERIERRER R - KHHEER
an expense in profit or loss. Short-term leases are HEM2EAATHHE - KE
leases with a lease term of 12 months or less. Low- BEEBIEE BRIBGERE R/ A
value assets comprise IT equipment and small items NCRER
of office furniture.
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2.27 Financial guarantees 2.27 BA R AR

Financial guarantee contracts are recognised as REFTRRORFR - BBEREL

financial liabilities at the time the guarantees are BRA—HETREE ZAEYVH

issued. The liability is initially measured at fair value IARBERE - BERITMER

and subsequently at the higher of: R EETE

e the amount determined in accordance with o REBRMBKREEMNFEIRE
the expected credit loss model under IFRS 9 MIAEPHNEREEES
Financial Instruments; and BERARENESE X

e the amount initially recognised less, where s VISHAMNESEREL WA
appropriate, the cumulative amount of income A RERBREEAE
recognised in accordance with the principles 1555 2R B & P & 4 i) I o 18
of IFRS 15 Revenue from Contracts with RAERTERE) RETWA o
Customers.

The fair value of financial guarantees is determined MBEROAAEHRENEF LA

based on the present value of the difference in cash TERNEOXNEEEEFTER

flows between the contractual payments required XN HE - ERETR

under the debt instrument and the payments that BHE=ZA XS E T IARETE -

would be required without the guarantee, or the
estimated amount that would be payable to a third

party for assuming the obligations.

Where guarantees in relation to loans or other A BB 4 N B B B RS At FE AR
payables of associates are provided for no HEBNERENAEET IR -
compensation, the fair values are accounted for as ARBEARREETERRIREK
contributions and recognised as part of the cost of REBS ©

the investment.

2.28 Dividend distribution 2.28 IR 2.7k
Dividend distribution to the Company’s shareholders DIRTARAREHAE - RIS
is recognised as a liability in the Group’s and the BARNEIRER S E S (WE R ) it
Company’s financial statements in the period in WEIR AN A S E R AR R %
which the dividends are approved by the Company’'s WENERAAE -

shareholders or directors, where appropriate.
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2 FESTHBEw®

2 Principal accounting policies (continued)

2.29
li]

Earnings per share
Basic earnings per share

Basic earnings per share is calculated by

dividing:

the profit attributable to owners of the
company, excluding any costs of servicing
equity other than ordinary shares

by the weighted average number of ordinary
shares outstanding during the financial
year, adjusted for bonus elements in
ordinary shares issued during the year and
excluding treasury shares.

lii] Diluted earnings per share

Diluted earnings per share adjusts the figures
used in the determination of basic earnings per

share to take into account:

the after-income tax effect of interest
and other financing costs associated with

dilutive potential ordinary shares, and

the weighted average number of additional
ordinary shares that would have been
outstanding assuming the conversion of all

dilutive potential ordinary shares.

229 BIREF
lil EREXEF

i)

BRERENE

ARABFEEANEEGDH - T
BIE B B BRI IR B4R
ZAE IR

BRIAR B IR B BTN
TakmnEraR(EFAE
BT E BB iI*E“?L‘A
AEETREEER)E

HI'

SRR
SREIRNARETEREAR
AT FE B - IAFTA

BREEEELBIRANFE
K B A BRE B AR B Y ﬂﬁ@%
TE R

R LB # T E AR
BTSN FR NG 3B AR A0 h0
RS
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3 Financial risk management 3 BRI EE @
3.1 Financial risk factors 3.1. R EE

The Group’s activities expose it to a variety of financial
risks: market risk (including foreign exchange
rate risk and interest rate risk], credit risk and
liquidity risk. The Group's overall risk management
programme focuses on the unpredictability of
financial markets and seeks to minimise potential

adverse effects on the Group’s financial performance.

(a] Market risk

(i) Foreign exchange risk
The Group is exposed to foreign exchange
risk arising primarily from the transactions
in its Energy business with asset
denominated in US dollar ("USD") and
borrowings denominated in USD and Hong
Kong dollar ("HKD"). Foreign exchange risk
arises from future commercial transactions
and recognised assets and liabilities which
are denominated in a currency that is not

the entity’'s functional currency.

Certain trade receivables, other receivables,
deposits, cash and cash equivalents, trade
and other payables and borrowings are
denominated in USD and HKD which are
also exposed to foreign exchange risk.
Details of the Group’'s trade and other
receivables, prepayments and deposits,
cash and cash equivalents, trade and other
payables and borrowings denominated in
foreign currencies are disclosed in Notes
10, 11, 15 and 16 respectively.

The Group's certain financial guarantees
are denominated in RMB. For the entity
operating in Kyrgyzstan, most of the
transactions are denominated in their

functional currency which is USD.

CHINA HUARONG ENERGY COMPANY LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

3. AR EEw

3 Financial risk management (continued)
3.1 Financial risk factors (Continued)
(a) Market risk (Continued)

(i)

(ii)

Foreign exchange risk (Continued)

At 31 December 2019, if RMB had
weakened/strengthened by 5% against the
USD and HKD respectively with all other
variables held constant, post-tax profit for
the year would have been approximately
RMB208,967,000 (2018: RMB597,675,000]
higher/lower, mainly as a result of foreign
exchange differences on translation of USD
and HKD denominated monetary assets and

liabilities.

Interest rate risk

The Group has no significant interest-
bearing assets except for cash and cash
equivalents with short maturities. Certain
of the Group's short-term borrowings
at fixed rates expose the Group to fair
value interest-rate risk. Since all fixed-
rate borrowings are current and at market
interest rate, the directors are of the
opinion that the fair value interest-rate
risk is minimal. The Group analyses its
interest rate exposure on a dynamic basis
and will consider the interest rate exposure
when enter into any financing, renewal of
existing positions and alternative financing

transactions.

At 31 December 2019, if interest rate had
increased/decreased by 100 basis points
with all other variables held constant,
post-tax loss for the year would have
been approximately RMB461,000 (2018:
RMB600,000) higher/lower.

3.1. R EE @)

(i)

(ii)

(a] TH5/EfE (&)

ANGEE | fgs (48)
RZEBE-NAF+=ZA=
+—H WARMENE
TRBTHBIEEF
B5% + ™ P A H &
EHF[AAE AFER
1% 8 F #3800
%43 A R #208,967,0007TC
(ZEBE—NF: AR¥
597,675,0007T) * FEE
BRBENETRAET
NENEEUEEERSE
BRI INE ZREATEL o

2 L2
BRERANIIHNERS
EBRFEMIHIN A%
B EEAGFEEE -
RE B PAE E M K5 B
METREMERSAE
BEEARERNEXRE
& o MR FTA ELE A X
BRI B 1R T 5 7
RHABCEERBAR
BNEREBRER A%
Bz B REE E AT EF
KRR - WHET AR
BE RARKAREMNE
B HMOBRERSIKE
BN E g o

%

—E-AF+=A
=+—8 WA EL
F+ /T BR1001E = 2 -
mATEEMmEEHET
B BFERKR%EIS
A, WA KA R
461,000C(ZE—N\F:
AER#600,0007T) °
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B IR R MR

3 Financial risk management wcontiniess 3. BT BB E IR @)

3.1 Financial risk factors (Continued) 3.1. B EEREE @
[b) Credit risk lb) 1EEEE @

Credit risk arises from cash and cash EERRRERELEAELE
equivalents, as well as credit exposures to EBYWIARREE BRI
outstanding trade receivables, other receivables HEURERZRE - ZF
and deposits. The carrying amounts of these mHREHERKRASEEME
balances represent the Group's maximum HETREEMEZAEER
exposure to credit risk in relation to financial R\ - EHAT

assets which are stated as follows:

2019 2018
—E-nE  —F\AF
RMB’000 RMB'000

ARBTT ARET T

Trade, other receivables EURBRFR ~ Efib fRULFRIE K
and deposits [Note 10) =& (f3110) 9,488 5,429
Cash at banks (Note 11) SRITFEFR(HIzETT) 41,389 8,680

Maximum exposure to credit HERAEAEERRE

risk 50,877 14,109
The Group expects that there is no significant REBEFE - BRRITRSE
credit risk associated with cash at banks since FREFERIFNSBMEE
they are deposited with credit worthy financial o ARERSABNEE
institutions. Management does not expect that R K- ERERF;TS
there will be any significant losses from non- ERERGEFEAMEK
performance by these counterparties. EEEREX -

(i} Impairment of financial assets (i) =®EERE
The Group has financial assets that are rEBEERMEE A
subject to the expected credit loss model: BrEEEEEER:
. trade receivables o RUERIK
. deposits and other receivables o R& REAMEUGR
B
While cash and cash equivalents are also BEEHLREFEEYD
subject to the impairment requirements of TMAETERE B wmE
IFRS 9, the identified impairment loss was ERIFEIFARMERK
immaterial. ’VEEEE% \ ;@{EE%{%%
TERX o
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3. AR EEw

3 Financial risk management (continued)
3.1 Financial risk factors (Continued)
(b) Credit risk (Continued)

(ii)

Trade receivables

The Group applies the IFRS 9 simplified
approach to measuring expected credit
losses which uses a lifetime expected loss

allowance for all trade receivables.

To measure the expected credit losses,
trade receivables have been grouped based

on shared credit risk characteristics.

The expected loss rates are based on the
payment profiles of sales over a period
of 12 months before 31 December 2019,
and the corresponding historical credit
losses experienced within this period. The
historical loss rates are adjusted to reflect
current and forward-looking information on
macroeconomic factors affecting the ability
of the customers to settle the receivables.
The Group has identified forecast economic
conditions to be the most relevant factors,
and accordingly adjusts the historical loss
rates based on expected changes in these

factors.

Trade receivables are written off when there
is no reasonable expectation of recovery.
Indicators that there is no reasonable
expectation of recovery include, amongst
others, the failure of a debtor to engage
in a repayment plan with the Group, and a
failure to make contractual payments for a
period of greater than 2 years past due.

3.1. R EE @)
b] 1EE&f (&)

(ii)

FEWLAR K

7N 5 B 5K A B R B 7 R
EERAE R 2 BT
AEEHEERE X
AT B R RER 2
HITE B IR -

RITEEREEER -
e IR R E RIBEHRFE
ERBREROME

BHEBERENR_-F—
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TZER R ERHE R
FRAB I A R itk HA ) 4R e
MELEEERLR-
BEELEREEGETH
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ERBRAE NN EE
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ORI R AR L A5 AR A
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BN FEAEAYETE
HRRY - MsH B UOR AR -
NrfE A 12 7] Y Bl 78 1
PRerR(EFei)E
AR BN R BIE K
BRG] A REER
38 B F DA ) BR AR
HE KR -

ANNUAL REPORT 2019
FEHRE2019

145
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3 Financial risk management wcontiniess 3. BT BB E IR @)

3.1 Financial risk factors (Continued) 3.1, M b B 2 (a)
[b] Credit risk (Continued) lb] 1ZE/EfE (&)
(i) Trade receivables (Continued] (i) FEMBRR (&)
Given the track record of regular repayment EREHEEEKER
of trade receivables, the directors are of WEELE EFARAR
the opinion that the risk of default by these ZEZFEARRI A
customers is not significant and does not BEX BESHTERAE
expect any losses from non-performance by PABITEEMSIBE
customers. Therefore, expected credit loss fAltB K - E it - EUER
rate of trade receivables is assessed to be FOEHEEBEXRT
close to zero and no provision was made as mERE RZZ2—A
at 1 January and 31 December 2019. F—A—BERt+tZA=

T BIWEEE -

Other financial assets at amortised cost LB At EMEM
cHEE

For other financial assets at amortised cost, MABEA AT ENE
including deposits and other receivables, themEE(RFERER
management considers that its credit HibEWHIB)ME - &
risk has not increased significantly since BERSEZHFIESL
initial recognition with reference to the BAXRREATBMRR
counterparty historical default rate and & RREEERRBE
current financial position. The impairment ) 25 HE 3R 18 0 A K 1 38
provision is determined based on the me I2EABEHEE
12-month expected credit losses which is &5 18 8 5F WY R (B 1B 2
close to zero. Iz -
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3. BIXEEAKREEw
3.1. R EE @)
lc] FEELELE

3 Financial risk management (continued)
3.1 Financial risk factors (Continued)
[c] Liquidity risk

The Group had an operating cash outflow
of RMB43,016,000 (2018: outflow of

HE-Z-AE+=A=+
—BILFE AEEEER

RMB200,998,000) during the year ended 31 % 7t A R %43,016,0007 T
December 2019. As at 31 December 2019, the (ZF-N\F: RHAR®
Group had a deficit of RMB8,563,505,000 (2018: 200,998,0007T) = R=—F—,
RMB?9,630,126,000) and the Group's current Ft+ZRA=+—RH A%H
liabilities exceeded its current assets by & Al & A R #58,563,505,000
RMB9,911,528,000 (2018: RMB11,326,204,000]. T(ZE—-—NF: AR
The Group maintained cash and cash equivalents 9,630,126,0007T ) » A& E
of RMB42,851,000 (2018: RMB9,274,000) as at 31 RBREEBLERBHEEA
December 2019. R #£9,911,528,0007T( =& —
J\FE - AR ®11,326,204,000
L) e RZE—hhF+=ZHA=
T—B AEEEFES R
ReFEMARKL2851,000
T(ZZE-—NF: AR¥
9,274,0007T)
As at 31 December 2019, borrowings of the RZB-NF+ZA=+—
Group, amounted to RMB3,594,543,000, out H A5EERAARK
of which RMB2,564,253,000 were overdue, 3,594,543,0007T » HF A K
while borrowings of the Group amounting to #2,564,253,0007T 2 % 5 °
RMB37,279,000 contained cross-default terms as REBR-_ZE-NAF+A
at 31 December 2019 and become immediately =+t—HHNERTBEARK
repayable. Total overdue interest payables of 37,279,000t E R &R X iE
the Group amounted to RMB322,347,000. These DR BAUBEMER - A%
borrowings are further explained below: EH @ BENFNER/ARE
322,367,0007C ° #% % f& R
ICE— R
iJ  The Group had promissory notes with ) RZE-—hAF+ZA
an aggregate principal amount of =+—HB XEEHEFH
RMB2,140,289,000 outstanding as at 31 EXATRE/ARKE
December 2019, out of which approximately 2,140,289,0007T & K f&
RMB810,083,000, RMB779,660,000 and EERARE  EPHOA
RMB513,267,000 had been overdue since 2017, R #810,083,0000T « A
2018 and 2019 respectively. The remaining R #779,660,0007T & A
outstanding promissory notes amounting to R ®513,267,0000T %
RMB37,279,000 became immediately repayable AME—E—+tF —F
pursuant to the cross-default terms under the —NFR_ZZE-NFi
relevant loan agreement. EREE - T RER
EREBRSBRR/RARK
37,279,000 R EAR
ERMBETHRINE
HVIGRFRZBMEZ -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

3 Financial risk management wcontiniess 3. BT BB E IR @)

3.1 Financial risk factors (Continued) 3.1, M b B 2 (a)
[c] Liguidity risk (Continued) lc] FEIEZEE (&)

i) The Group had bank borrowing of i) RZE—NLF+=A
RMB461,243,000, which was overdue in =+t—H XK
accordance with the repayment date of the BAERITERARK
agreement as at 31 December 2019. 461,243,0007T + 1R 1%

AHERBRD B -

The above conditions indicate the existence of R RBAIREE R E
material uncertainties which may cast significant EMRELEENEELEER
doubt about the Group's ability to continue as a REFEERTHEEM - 2
going concern. In view of such circumstances, RERBER  RRREER
the directors of the Company have, during the HAREZIEGRE VB ®
period and up to the date of the approval of KEBEHEBUTER M)
these consolidated financial statements, taken WEREERE S - Wk EAR
the following measures to mitigate the liquidity EE M EARN - R E
pressure and to improve the financial position BEETHREMEHAGE

of the Group, to refinance its operation and to

restructure its debts:

i) The Group has been actively negotiating ) AEE-BHEREGEEH
with the relevant banks and lenders RITREESENER
of the Disposal Group to release or ABER - AR KRR BR
discharge the Relevant Guarantees. Since HEER - aHEZH
the date of disposal until 31 December BEZZT—NF+=A
2019, guarantees of RMB99,422,000 were =+—H BERRER
discharged while RMB6,545,144,000 are AR #99,422,0007T * T8
expected to be released in year 2020. AR FHRRE

R A R #6,545,144,000
5T o

i) The Group is also maintaining its i) ANER B IR 4 B ERTT
relationship with the banks and the lenders REHEEENERAD
of the Disposal Group so that no action will R AEREETE
be taken by them to demand immediate FREITE) BSRANREE
repayment of its outstanding borrowings HEZRBTHRESR
under the Relevant Guarantees. & e

iii)  The Group has also been actively negotiating i) ANEETN—EEZE
with the banks and lenders regarding the A K #2,601,532,000
borrowings of RMB2,601,532,000 to take the TLEERIT RERARE
following actions: 7 ABRERATTE) :
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

3. AR EEw

3 Financial risk management (continued)
3.1 Financial risk factors (Continued)
[c] Liquidity risk (Continued)

(Continued)

iii)

(a)

(b)

As at 31 December 2019, the
outstanding promissory notes
amounting to RMB2,103,010,000 were
not extended nor repaid upon the
schedule repayment dates and thus
became overdue and RMB37,279,000
became immediately repayable
pursuant to the cross-default terms
under the relevant loan agreements.
The Company is in the process of
negotiating with these promissory note
holders for further arrangements,
including the extension of maturity
dates and obtaining waiver from the
lender for the due payment pursuant to

the relevant cross-default terms.

As at 31 December 2019, the Group
had bank borrowing of RMB461,243,000
which was overdue. The Group is in the
process of repayment upon drawdown

of loan from Mr. Zhang Zhi Rong.

3.1. s E e E & @)
[c] FEELEEE (&)

i) (&)

(a)

(b)

>

it

A

= —NF+
+—8"
EEH EE
LB AEARE
2,103,010,0007T -
AR EIEE A
HERNEE K
EEE  MAR
#37,279,0007 2
BIFEBEE R HE
A TR XENG
FALBIER - AR
BIEEZEERLE
BiE B AERAE
E—SLH - 21
EREEH - WiR
BB XENG
Rk B B AT R A S
HANEREE -

/.

> |
o o ||
R 1]

ig

RZE—NF+=
A=+—80 " &&
EIRITIERARYE

461,243,0007T E #1
Ho IRIRER %
ERERE K&
EIF{EEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

3 Financial risk management wcontiniess 3. BT BB E IR @)

3.1 Financial risk factors (Continued) 3.1, M b B 2 (a)
[c] Liguidity risk (Continued) lc] FEIEZEE (&)

iv]  During the year ended 31 December 2019, v EBEE—Z-NF+=A
the Group obtained security-free and =t+—BLEEE x%
interest-free loans from an entity controlled MR &G T ERE T
by a close family member of Mr. Zhang Zhi HlE—REEIGEE
Rong amounting to RMB451,669,000, which RREBER @8R
will be repayable in June 2021. A R #451,669,0007T -

KRB —F<AE
8 o

v] During the year ended 31 December v BEZZE-NFTA
2019, the Group has drawn down =+—HLEFE K&
USD83,784,000 (equivalent to approximately MR & B K EFTIE
RMB583,407,000) in total from the loan i H 88 R M B K%
agreement, provided by an entity controlled & I8 B & 2£83,784,000
by Mr. Zhang Zhi Rong, who agreed to ET(HEROARK
provide a loan facility up to USD250,000,000 583,407,0007T) * % E 8
(equivalent to approximately AERXEBREH®TZ
RMB1,740,800,000) to the Group for the 250,000,000 JT( &
funding of the oilfield operations of the A AR #1,740,800,000
Energy Business. TNER®E A%

BRERER T HOH AL
RHEER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

3. AR EEw

3 Financial risk management (continued)
3.1 Financial risk factors (Continued)
[c] Liquidity risk (Continued)

vi)

The Group has focused on its operations
in development of the energy exploration
and production segment. During the period,
a number of wells were developed in the
Republic of Kyrgyzstan ("Kyrgyzstan”) and
management expects to realise an increase
of oil output through further development
and expansion of this segment, thereby
generate steady operating cash flows.

As of 31 December 2019, the Group has
drawn down RMB9,100,000 from the loan
agreement provided by an entity controlled
by a close family member of Mr. Zhang Zhi
Rong, who agreed to provide a loan facility
up to RMBA40,000,000 to the Group for the
funding in respect of the energy exploration
and production segment. The Group expects
to draw down the remaining balance of the
facility throughout 2020.

In addition, the Group also entered into a
Co-operative Framework Agreement during
the year ended 31 December 2018 with
an independent third party who agreed to
provide materials for the exploration and
production of crude oil with an aggregate
amount up to USD500,000,000, in exchange
for an option to purchase up to 70% of the
total crude oil produced by the Group at
92% to 95% of the market price as a form of
repayment until all the liabilities are repaid.
Such facility has not been utilised up to 31
December 2019.

3.1. s E e E & @)
[c] FEELEEE (&)

vi)

AEBBETHRERLY
RREEEERBRRE - B
N EEREHHMNE
((EEEH)EMER
Aodm - mE IR E R
BRE-BEREAR
RZEBRREOHES
R M RRER

QAR TE 437
EEIRPTR ©

b1

—E-hFT+ZA=
+—H  AEBERKRE
BEENRBITIESE
REHRNOERBZIER
A R #9,100,0000T © #%
ERRAEMAEEEMHR
%K AR 40,000,000
THERBE  AASE
588 IR M IR R A E R
RIEHEES - AEETE
HR - -_ZFHHER
BRI -

AN HE T —N\F
+ZRA=+—HBL1HF
B AEEITE—-F
BB = FEIMEE
EXRGE ZBILSE
=7 REREME RS MR
LEEMBBESE
500,000,0003 JT JA 2 #82
AR TS EK92%ZE95%
BEAEERBLEER
ERZT0%NHEER
BEEMNARX EEEE
FiEBBE BEEZE-F—
NWE+-_A=+—R81
FE - UESHAZME -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

3 Financial risk management (continvess 3.
3.1 Financial risk factors (Continued)
[c] Liquidity risk (Continued)

R REEw
3.1. I KREMEE @)

[c] FEELEEE (&)

vi] (Continued) vil)  (48)
Repayable on
demand/less Between More than
Group r£E than 1year  1and 2 years 2 years Total
REX
&g/ —5m —EmF MEE @it
RMB'000 RMB'000 RMB'000 RMB'000
AREFT  AREFT  AREFTT  AREFZT
At 31 December 2019 R-F-NE
+ZR=+-H
Borrowings fE 2,979,784 1,035,076 - 4,014,860
Financial guarantee MBEREH
contracts 6,545,144 - - 6,545,144
Trade and other payables  FENERF R Ef
excluding accrued payroll ~ ERFUA(TE
and welfare, contract RS RE
liabilities and other tax M- a0aER
related payables A it EERR
HENTIR) 744,792 - - 744,792
At 31 December 2018 RZE-\F
+-ZA=t-H
Borrowings - Remaining EBR-#T5E
Group 3,145,719 808,708 - 3,954,427
Borrowings - Disposal Group fg 3~ L& & 16,458,346 - - 16,458,346
Derivative financial {TEeRIA
instruments 7,194 - - 7,194
Financial guarantee MBERAD
contracts 150,445 - - 150,445
Trade and other payables  MENERF R Ef
excluding accrued payroll [ FIB(TE
and welfare, contract REHERE
liabilities and other tax - ERBER
related payables HitEERE
HERFIR) 952,033 - - 952,033
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

3. BIXEEAKREEw
3.1. R EE @)
lc) FREE LR (E)

3 Financial risk management (continued)
3.1 Financial risk factors (Continued)
[c] Liquidity risk (Continued)

Maturity Analysis - borrowings based on scheduled

H/H A 5 — A BEH A

repayments B2 E% &
Certain borrowings contain a repayment on ETERMERITAIZER
demand clause which can be exercised at the BITERERZREEBRRK - &
bank's sole discretion. Taking into account EZREAEE BN TR
the Group's situation, arrangement and the PR BT 7E2.1(0)H BT [ it &Y 32
transaction as described in Note 2.1(b), the 5 EERABIRITAKRATEE
directors do not consider that it is probable SITEERAFERZWE
that the banks will exercise their discretion o AT O MIRETEE KA
to immediate repayment. The analysis below HIRBHeRtE - BAE
shows the cash outflows based on the scheduled HEEAEHNNEAEZF
repayment. The amount includes interest BRI - EFMHEE ARAE
payments computed using contractual rates. REERBERBEIE 2
The directors believe that such borrowings will STEE KA HAER -
be repaid in accordance with the scheduled
repayment dates set out in the loan agreements.
Less than Between More than
Tyear  1and?2years 2 years Total
—FR —ZRF MEL L st
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT
At 31 December 2019 RZZ-NEF
+ZA=1—H 2,979,784 1,035,076 - 4,014,860
At 31 December 2018 RZF-N\F
+ZA=t+-H 14,077,827 6,508,966 - 20,586,793
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

3 Financial risk management wcontiniess 3. BT BB E IR @)

3.2 Capital management 3.2 EXEMmERE
The Group’s objectives when managing capital are to REEEAREERN B FRRERE
safeguard the Group's ability to continue as a going ESEsEmen - LEERRR
concern in order to provide returns for shareholders T2 A 1B S 3 % H b 1) 25 4B B 77 SR AN
and benefits for other stakeholders and to maintain Mz - FISERRIENEREBIA
an optimal capital structure to reduce the cost of IR E BB o
capital.
In order to maintain or adjust the capital structure, RGFHRABEREE  REET
the Group may adjust the amount of dividends paid to FEEHEINTRENKRESEE
shareholders, return capital to shareholders, issue AR E A - BT S
new shares or sell assets to reduce debt. EEENHIRER -
The capital structure of the Group consists of REENERRIBEIERRER
shareholders’ equity. Capital is managed so as BARZEE B R B RS AL
to maximise the return to shareholders while R EAERUEAEE LT
maintaining a capital base to allow the Group to 15 E RS E R EETTRRER
operate effectively in the marketplace and sustain BER c L ETNIRAERERIE
future development of the business. This ratio is EREAE -

calculated as total liabilities divided by total assets.

The Group's total liabilities and total assets positions REERZZE-—NFRZT—)\F
and debt-asset ratio at 31 December 2019 and 2018 TZA=T—HNEGERERAE
were as follows: BRI R B BB E L R
™
2019 2018
—E-hF —E-N\F
RMB’000 RMB'000
ARBT T AREFT
Total liabilities mAE 10,912,489 34,530,868
Total assets BEE 2,348,984 24,900,742
Debt-asset ratio BEREELX 4.65 1.39
During the year ended 31 December 2019, the Group BE-ZT-NF+-A=1T—HL
derecognised the Disposal Group's assets and FE AEERERLEREHES
liabilities and recognised financial guarantee contract BmEKIEERHERBENEEN
of RMB6,545,144,000, following the completion of the BEUNLERVBEREOARE
transfer of sale shares of the Disposal Group, which 6,545,144,0007C » B EELLE AR
increases debt-asset ratio from 1.39 to 4.65. 139485 4.65 °
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e MR MR

3 Financial risk management wcontiniess 3. BT B E IR @)

3.3 Fair value estimation 3.3 ARfEME
The table below analyses financial instruments Ti‘%/\ﬂkﬁ%ﬁ@?ﬁﬁzﬁﬁfﬁ)\ﬁﬁz
carried at fair value, by valuation method. The TRILTE - FRIFAHERPT

different levels have been defined as follows:

(a) Quoted prices (unadjusted) in active markets for (a) HRABENBEEERTS

identical assets or liabilities (level 1). PRRE(CREHE) (B—
&) -

(b) Inputs other than quoted prices included within (b) BRE—FAMBEFEHREIN
level 1 that are observable for the asset or A EZ(RNE ) sk fmE (A
liability, either directly (that is, as prices) or RERITE)BRNEENE
indirectly (that is, derived from prices) (level 2). BEREABEZR) -

(c) Inputs for the asset or liability that are not based (c] EENEENE AEBILIFK
on observable market data (that is, unobservable BRI S H) T 35 B (BN AT
inputs) (level 3). BB AEBE)(B=ZH) -

The following table presents the Group's financial TRBIN-_Z-NEF+_A=+

assets and liabilities that are measured at fair value HERARBEAENASESHE

at 31 December 2018. EREE-
Level 1 Level 2 Level 3 Total
£ b EE Bt
RMB'000 RMB'000 RMB’000 RMB’000

ARBTTL ARBTT ARBTL ARBTTL

Financial liabilities ERAR
Financial derivative
component of convertible AR EFE SR
bonds PTEHD - (7,194) - (7,194)

Total financial liabilities =~ #4¢REE - (7.194) - (7,194)
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B IR R MR

3 Financial risk management wcontiniess 3. BT BB E IR @)
3.3 Fair value estimation (Continued) 3.3 AAEMEH@)

There were no transfers between levels 2 and 3
during the year ended 31 December 2018. There was
no financial instrument carried at fair value as at 31
December 2019.

(a] Financial instruments in level 1

The fair value of financial instruments traded
in active markets is based on quoted market
prices at the end of the reporting period. A
market is regarded as active if quoted prices
are readily and regularly available from an
exchange, dealer, broker, industry group, pricing
service, or regulatory agency, and those prices
represent actual and regularly occurring market
transactions on an arm’s length basis. The
quoted market price used for financial assets
held by the Group is the current bid price. These

instruments are included in level 1.

(b) Financial instruments in levels 2 and 3

The fair value of financial instruments that are
not traded in an active market (for example,
over-the-counter derivatives) is determined by
using valuation techniques. These valuation
techniques maximise the use of observable
market data where it is available and rely as
little as possible on entity specific estimates. If
all significant inputs required to fair value an
instrument are observable, the instrument is

included in level 2.

If one or more of the significant inputs is not
based on observable market data, the instrument

is included in level 3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS J
e MR MR

3 Financial risk management wcontiniess 3. BT B E IR @)

3.3 Fair value estimation (Continued) 3.3 ARfEME w0
[b) Financial instruments in levels 2 and 3 lb) E=RRE=RALILHE

(Continued) T A (%)

Specific valuation techniques used to value ARE SR IEELGHED &

financial instruments include: REMBERMNEE :

e Quoted market prices or dealer quotes for e BUIAMMBHREL
similar instruments. RS EMIE -

e The fair value of interest rate swaps is calculated o MXIFHHRAERA
as the present value of the estimated future PRl EfRETy
cash flows based on observable yield curves. HETRKBERENR

e

e Other techniques, such as discounted o HMEM(MAIRRER
cash flow analysis, are used to determine ENMAREESRTS
fair value for the remaining financial BMIEMARE -
instruments.

The following table presents the changes in level TERENEE_ZT - NEF+_A=T—

3 instruments for the year ended 31 December HItFEZE=MT AN -

2018.

Financial assets
at fair value
through other

comprehensive

income
BAREFTAEM
2
RMB'000
AREFT
Balance at 1 January 2018 RZZE—NF—A—BHKRE 44,342
Fair value loss on revaluation REMEZEKRFERNEG R RE
recognised in other BB
comprehensive income (16,635)
Transferred to Assets classified as HEBREDHEABIELENEE
held for sale (27,707)
Balance at 31 December 2018 RZZB-NF+ZA=T—8B8EH -
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B IR R MR

4

Critical accounting estimates,
assumptions and judgement

Estimates and judgements are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed to
be reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are

addressed below.

4.1 Critical accounting estimates
(a] Going concern

The Group prepares cash flow projections that
cover a period of not less than twelve months
from 31 December 2019. Taking into account the
plans and measures as described in Note 2.1(b),
the Group will have sufficient working capital to
finance its operations and to meet its financial
obligations as and when they fall due within
the next twelve months from the date of the
statement of financial position. The consolidated
financial statements is prepared on a going
concern basis.

Significant uncertainties exist as to whether
management of the Company will be able to
achieve its plans and measures as described
in Note 2.1(b). Whether the Group will be able
to continue as a going concern would depend
upon the Group’ s ability to generate adequate
financing and operating cash flows through the
successful fulfilment of the plans as described
in Note 2.1(b).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

4 Critical accounting estimates, 4 BRE:HAE » BRK
assumptions and judgement (continued) HI B a0

4.1 Critical accounting estimates (Continued) 41 BRET A @
[b) Impairment of non-financial assets b] FEEZEEERE

The Group follows the guidance of IAS 36

AEBEBRBER G EE

m
“Impairment of Assets” to determine when 65E[ BEERE ISl - LA
assets are impaired, which requires significant EEEERE(AELEXRH
judgment. In making this judgment, the Group 1) o FEEL LR AIEN RS - K
evaluates, among other factors, the duration and EEFH(EFRRE)EEN
extent to which the recoverable amount of assets AU e ¢ 5E N ARE EREE A
is less than their carrying balance, including HENRREE  BIETE
factors such as the industry performance and KEUREERRER &N
changes in operational and financing cash flows. EEPFRE - gL HRE
For the purpose of assessing impairment, assets mE X BERAIBELHAE
are grouped at the lowest level for which there EmENKEKTFSEERS
are separately identifiable cash flows (a CGU]. EEEA) REELELN
The recoverable amount of the CGU has been e eEREERER
determined based on value-in-use calculations F AR BEREEKAR(UAR
or fair value less cost to sell, whichever is RERE)GTEERE - ZEF
higher. These calculations require the use of HAGRME  BREgEE
estimates, including operating results, income B EBRBRARMX B
and expenses of the business, future economic RERERRG BN KKK
conditions on growth rates and future returns. Bl ¥ - & 2 7] W B & 78 P
Significant changes in the key assumptions on B EFERENERESHA
which the recoverable amount of the assets BE S AN £ B &Y B S IR O I AR
is based could significantly affect the Group's EXBEEESATE - RBIE
financial position and results of operations. EEEMNTMG  BENEE
Based on management's assessment, no —E-hnhF+=ZA=+—8H
impairment charge was recognised during the IFFEABRARERZ(ZF
year ended 31 December 2019 (2018: Nil). Details —N\F: |  FEFBERE
of which have been disclosed in Note 7. FABEET o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

4 Critical accounting estimates, 4 FRE:H&EE » BRK
assumptions and judgement (continued) FI B a0
4.1 Critical accounting estimates (Continued) 41 BREET @
[c] Useful lives and residual values of property, lc] Y% BMERREHNATE

plant and equipment

The Group's management determines the
estimated useful lives, and related depreciation
expense for its property, plant and equipment.
This estimate is based on the historical
experience of the actual useful lives of property,
plant and equipment of similar nature and
functions. Management will increase the
depreciation expense where useful lives are less
than previously estimated lives. It will write-
off or write-down technically obsolete or non-
strategic assets that have been abandoned or
sold. Actual economic lives may differ from
estimated useful lives. Periodic review could
result in a change in depreciable lives and

therefore depreciation expense in future periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS J

e MR MR

L BREITHE S BERR
&
41 BRETHLE @
(d) ETREjFr{S8 RIEALHE

4 Critical accounting estimates,
assumptions and judgement (continued)
4.1 Critical accounting estimates (Continued)
[d) Current income tax and deferred tax

AEBEARZEREERN

The Group is subject to income taxes in ™
numerous jurisdictions. Significant judgement WS - NEERTE
is required in determining the provision for Bist BB S A E L E R
income taxes. There are many transactions - 25 Rt B8N
and calculations for which the ultimate PREERROBL - K&
tax determination is uncertain. The Group B Rl 5T AR & A AR S
recognises liabilities for anticipated tax audit BiIR - fle i e 58 2 TR AL 25
issues based on estimates of whether additional BREREOAML - HEEF
taxes will be due. Where the final tax outcome B BRI ERERYA
of these matters is different from the amounts RHOSBAR - XFERN
that were initially recorded, such differences FEDIBEE AN K
will impact the current and deferred income tax BEEFEHAERAR
assets and liabilities in the period in which such
determination is made.
Deferred income tax assets relating to certain EEBERRARKTKAE
temporary differences and tax losses are FoR At W R AT {50 PR B Z R Sk
recognised when management considers it is MREXL - BIEREETY
likely that future taxable profits will be available R ERE RN RBRAHEE
against which the temporary differences or tax EMEVHEE - EHARKE
losses can be utilised. When the expectations HREMEFEEZER MA
are different from the original estimates, MEBETERGENER
such differences will impact the recognition NRELERSHEERMRF
of deferred income tax assets and income tax MR S B HERR
charges in the period in which such estimates
have been changed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

4 Critical accounting estimates, 4 FRE:H&EE » BRK
assumptions and judgement (continued) FI B a0

4.1 Critical accounting estimates (Continued) 41 BREET @
le] Estimation of oil reserves le] AHEELIGET

Estimation of oil reserves is a key element in
the Group’'s investment decision-making process
in energy exploration and production segment.
It is also an important element in testing for
impairment. Changes in proved oil reserves,
particularly proved developed reserves, will
affect unit-of-production depreciation, depletion
and amortisation recorded in the Group's
consolidated financial statements for property,
plant and equipment and intangible assets
related to oil production activities. A reduction
in proved developed reserves will increase
depreciation, depletion and amortisation
charges. Proved reserve estimates are subject
to revision, either upward or downward, based
on new information, such as from drilling
and production activities or from changes in
economic factors, including product prices,

contract terms or development plans.

[f]  Recognition of financial guarantees

The Group makes estimate on costs required
to fulfil the relevant obligation of guarantee
contracts when the guaranteed amount is
claimed by the counterparty to the guarantee.
Such estimation is based on the available
information as at reporting date and is
determined by the Group’s practical experience,
the default history, the collateral held and
financial position of guaranteed assessed on an
individual basis in the industry and taking into
consideration of industry information and market
data.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Segment information

Management has determined the operating segments
based on the reports reviewed by the chief operating
decision-maker that are used to make strategic decisions.
These reports are prepared on the same basis as these

consolidated financial statements.

The chief operating decision-maker is identified as
the Executive Directors of the Company. The Executive
Directors consider the business from both a geographic
and product perspective. The shipbuilding segment derives
its revenue primarily from the construction of vessels,
and the offshore engineering segment derives its revenue
from the construction of vessels for marine projects. The
engineering machinery segment derives its revenue from
manufacturing of excavators and crawler cranes while
the marine engine building segment derives its revenue
from building marine engines. The energy exploration
and production segment derives its revenue from sales of
crude oil. The Executive Directors assess the performance
of the reportable segments based on a measure of
revenue and gross profit. Segment results are calculated
by offsetting segment revenue from external customers
with segment cost of sales. The shipbuilding, offshore
engineering, engineering machinery and marine engine
building segments (the "Disposal Group”) were disposed
during the year, on the information of the disposal is
provided in Note 18. The result of Disposal Group are
presented as discontinued operations. The segment
information provided to the Executive Directors for the
reportable segments for the years ended 31 December
2018 and 2019 is as follows:

e M HRR M
RREH

BEEREACEIZLERARERZNL
FRERESRENREBEEL LR - %
ERENVREZEFFAMBRERAR

AR -

Bt df

TELERRERARRFNTES - #
TEERMWRIERE D ER - &M
REB R W R BR B REMM - BT
R WER B ZEFESFHBE RE
BB o TR MRS U 2R B BLiE
ERENETESE - ME)H) TRRR
MU EE oK B BUEM R BN - BEIRENIR
REERROWEAREHERM - #
TEEREBWRERENEF G 23]
RIBEVRIR » RIBEBIRKAINEEP
MR R R R SR RN E AT E © &
i BT TREMREHITER
RIHEREDERFALE  HEE
BE2HMF8 HESENELES
JIRBERIEER BE_T—\FR-
T-NF+-A=+—HIEFE 57
2 RIRBARTE S RENHRBER 0
-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

5 Segment information (continued)

5 HMEER @

Discontinued operations Continuing operations
BHLER FREERE
Shipbuilding Offshore Engineering ~ Engineering Machinery  Marine Engine Building Sub-total Energy Exploration and Sub-total Total
Production
Eh BiIR IREH 818 it ERBARLE it it
Year ended 31 December  Year ended 31 December  Year ended 31 December  Year ended 31 December  Year ended 31 December  Year ended 31 December  Year ended 31 December  Year ended 31 December
HETZRZf-BLE§ EETZAZT-ALEE EETZRST-ALEE  HETCECT-BLEE  BETCECT-BLEE  BETCECT-BLEE  BETCECT-BLEE  BETCET-RLEE
it} 08 it} 08 it} 08 it} Pt} 0 08 0 08 0 08 09 08
8-nF T0E ZR-RE CE)E ZENF CRNE ZE-nE R0E R CTE R CRNE 3 R C8aR T
RMBOO0  RMBOOD  RMBOO0  RMBOOD  RMBOO0  RMBOOD  RMBOO0  RMBOOD  RMBOO0  RMBOOD  RMBOO0  RMBOOD  RMBOOO  RMBOOD  RMBOO0  RMBION
ARBTR ARETL ARETR ABETT ARMTR ARETT ARMTR ARETR ARMTR ARETR ARMTR \RETT ARRTR ARETR ARMTR ARETR
Revenue from sales - REFMEENNE
of crude ol AL 8% 8% W 8%
Revenue from saes REHEENNE
ofvessels B30 B30 B30
Reniefron  KEERRAGAN
sipbuldngand  kE
aother contracts 15,360 1991 15,360 1991 15,360 1991
Seqmentrevenve  fAME 5350 15,360 1991 15,360 LTI 1] B% W LR X T
(126,53 12508 15837 12508 (11110 1307 1490 13087 s By %180
Selling and
marketing
eIpenses 20m) 2 I A R R V41
General and —RRIHER
administrative
EIpenses (3498681 (535701 LY R 4 £ I
[Proviion forl
reversal of
mpairments and
delayed penaltes (64,174 <[
Other income A 11,704 i 11,104 b
Ottergangflosses| £t/ (58)
- et W50 1) [0 sage 540 509
Gain on
extinguishment of
financial [ahiltes
Upon issuance
of convertile
preference shares 2067284 2067284
Change in provision &
for financial
Quarantee
contracts 1333 - 13383
Finance costs - net é12.920)  [1,3,124) (3043 (3008 (735368 082380
Net gain on disposal 2 916,012 . 918,012
Proffloss] efore
om0 (ST4204 20008 112067 (94T9)

Income fax
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS J
e MR MR

5 Segment information continued) 5 REER @

Discontinued operations Continuing operations
BRERE i b
Shipbuilding Offshore Engineering ~ Engineering Machinery ~ Marine Engine Building Sub-total Energy Exploration and Sub-total Total
Production
Eh BHIR IREH BIIR it ERUARLE Nt 3t

Year ended 31 December  Year ended 31 December  Year ended 31 December  Year ended 31 December  Year ended 31 December  Year ended 31 December  Year ended 31 December  Year ended 31 December m
BEtZRZT-BLEE  BETCAT-ALEE  BEfCACT-BLEE  BEZRT-BLEE  EETIRIT-BLEE  BETCAT-OLEE  BEfCACT-BLEE  BEfIACT-BLEE

ik} 08 it} 08 it} 08 it} 08 n e n Bt} n Bt} n e
CEpE CRE AR CR)E ZERE E0E CEpE CRE ZE-Rf CEO0E ZE-nE C3NE SEaE E0E 23 3G

RMBOOD  RMBO)  RMBOO0  RMBODD  RMBYOOO  RMBOOD  RMBOOD  RMBUD  RMBOOO  RMBOX  RMB000  RMBOOD  RMBOO0  RMBOND  RMBOO0  RMBTN
ABBTR ARETn ARETR ARETT ARMTR ARETT ARMTR ARETn ARMTR ARETR ARMTR \RETT ARMTR ARETR ARMTR RETR

M B0 umm uRE 3nm
15 - Bm

Sementassets  fIAAE - L4% - 1A - lem - m
Unallocated AR

Total assets geE - N8BS 1,318,984 108,986 24500742
Seqment fReg

lisblites - - - -nm ER AR - LBM WMo TES I 38710
Undllocated AR ERATIAR 105279 105219
Toillatlites %5 - B 10912489 43968 109124890 359068
Othersegnent~~ ERRAE:

disclosures:

Derecelon & 09438 - - T - S WI O TEN W B0 M B 10 W W
Amortisation By 75,85 - - 19 1413 - ALY 19,481 7419 250 m 250 mooam §1.91
Aditons to s

non-current

assels - - - - - - - - - R R 1Y 1 SN T 1 NI
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B IR R MR

5

Segment information (continued)

The unallocated items mainly included prepayments and
deposits and cash and cash equivalents. Unallocated
assets also included inventories and property, plant and
equipment jointly used by the shipbuilding and offshore

engineering segments.

Unallocated liabilities mainly included trade and other
payables and borrowings, which are jointly shared by the

shipbuilding and offshore engineering segments.

During the year ended 31 December 2019, revenue from
continuing operations from the top customer of the
energy exploration and production segment amounted
to RMB10,121,000 (2018: RMB20,320,000), representing
21.2% (2018: 41.5%) of the total revenue.

There are three individual customers contributed more
than 10% revenue of the Group's revenue from continuing
operations, for the year ended 31 December 2019 (2018:
3 individual customers]). The revenue of these customers
during the year are RMB10,121,000, RMB9,372,000 and
RMB8,790,000 (2018: RMB20,320,000 and RMB14,201,000
and RMB5,177,000) respectively.

During the year ended 31 December 2019, revenue from
the top customer of the shipbuilding segment, excluding
cancellation of construction contracts, amounted to
RMB15,360,000 (2018: RMB45,350,000), representing
100% of the total revenue from discontinued operations
excluding revenue related to the cancellation of the

construction contracts (2018: 69.5%).

CHINA HUARONG ENERGY COMPANY LIMITED
166 &

ERERROBRLA

RIREE @

ANEEBE EZEEANREIZESER
EMREEFEY - ROBREENEBRE
ERR I MO TR AR E A ST
5 UE - BEMRE-

ANk BEEIZeEERRRIEFT
R AR 38 H = O JE A AR SR I HL At JE 5 5RIR
R ABHK

BE-_ZT-NAF+-_A=+—HIEHF
E - RERROREREERBNSAT
PR EL & W iE ARK10,121,000
T(ZZ — N\ F: AR ¥20320,000
TC)  AEBURER21.2% (ZE—NF
41.5%) o

HE-_Z—hF+_A=1+—HItF
B =ZENER(ZE—N\F =4
EREF)BERMAERFELE XBI
mHRI0% e FAZERFERMKE
o Bl A AR E10,121,0000T - AR
9,372,0007T & A R #8,790,0007c( =&
—\F 2 h# AK%20,320,0007T
AER#14,201,0005T &2 A R #5,177,000
TT) e

HE-_ZTZ—AF+_A=+—HBItF
E REEMERRENERE P AOK
B(TERHERESN)EARE
15,360,000( Z T — N F: AR
45,350,00070) * 1H B &R IE ¥ 8 WK
(TRREEEBHEEEA NN B
100% (= —\4F : 69.5%) °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Segment information (continued)

Geographically, management considers the operations of
shipbuilding, offshore engineering, engineering machinery
and marine engine building segments are all located
in the PRC while the energy exploration and production
segment is located in Kyrgyzstan, with revenue derived
from different geographical locations, which is determined

by the country in which the customer is located.

The Group's revenue is analysed as follows:

eI RRME
RIRE R @

RmME  BEERREN  BFT
12 TREEW KRB ) TR E KIS
RABIER - MaeRENR R EERE A
UREBEH - MBARE TRMEE -
KRREPHMERRETE

AREBROWEIITIT

2019 2018
—g-hE —E-N\F
RMB’000 RMB'000
AR®TR ARBETT

Continuing operations FEISEET
Kyrgyzstan HREA 47,747 48,956

Discontinued operations 2RI

PRC FE 15,360 65,264

Geographically, total assets and capital expenditures are

allocated based on where the assets are located.

RMEMS - BEEREAFXARIGR
BEMEMNENER -
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B IR R MR

- = S M
5 Segment information (continued) 5 WEE R
Non-current assets (excluding intangible assets) are ERBEE(TEERLEE) ST A
analysed as follows: e

2019 2018

—E-NEF —E-N\F

RMB’000 RMB'000

AR®T R ARETT

Kyrgyzstan EREH 597,514 780,846
Hong Kong BE 103 124
PRC FE 752 981
598,369 781,951

168 CHINA HUARONG ENERGY COMPANY LIMITED
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e MR MR

6 Property, plant and equipment

6 "% - BEKRE

Construction Ol Plantand  Computer Office Motor
inprogress  properties  Buildings  machinery  equipment  equipment vehicles Total
EEIR RN B2 HRREE EHRE  WIEE g4 it
RMB 000 RMB 00 RUB000 RMB000 RMB'000 RUBO0 RUB 000 RMB'000
MRETT  ARETT  ARETR  ARETT  ARETR  ARETR  ARETR  ARETn
Year ended 31 December 2019 BE-F-AET-A=T-ALEE
Opening net bock amount ENEmEE 306676 419,45 - - m 573 085 T80
Additions HE 34,692 3836 - - b 115 1,010 39,659
Disposals e (169,35) (5432 - - 1] - - (1568%)
Transfer B (26,088) 26,088 - - - - - -
Deprecation (Note 19) &K - () - - 1] (226) (18] (23080]
Impairment loss Nate] REER() (1381 (17,804 - - - - - (19,285]
Exchange difference Eizg 2,786 5,025 - - 14 50 % 7899
Closing net book amount EXEAEE 187,290 408,409 - - 105 n 1933 598,369
At 31 December 2019 WZE-NE+ZR=1-R
Cost or valuation RAgfEE 19861 5155 - - 309 12 246 70181
Aecumulated depreciationand ~ Z5rTERGEER
impairment loss (1,381)  (103,150) - - (84) [M4) (683) (105,812
Net book amount ERFE 187,290 408,409 - - 125 512 1,933 598,369
Year ended 31 December 2018 EZ=F-NE+-AZt-ALEE
Opening net book amount EERTE 4,520,656 BBy 9960 1593022 899 1764 720 1607323
Additions AE 119,446 - - - 110 R 1M 120719
Disposals i (79.99%] - (80 - - (sl
Transfer S (48.9%9] 68999 - - - - - -
Depreciation e ‘ - (26.691) (188,599) (172,838) (2 (344) (2280) (390,784)
Transfer to assets classified a5~ EHEAEARELENEE
held for sale [4,178,642) - 3089 (139.39) (363 (1.247) [4,598)  [14,970,308)
Bichange difference Bz 14,213 19,888 - . 9 14 17 3,141
Closing net book amount EREESE WoTh 4194 n o3 108 7801
At 31 December 2018 RZB-NETZA=1-A
Cost or valuation WA e 0259 9% 1,061 138 8040
Accumulated depreciationand ~ ZetiFEREESE
mpairment loss (61,804 (73 (48g) VR
Net book amount BHSE WA H9S m 573 05 80N
Note: Bz -

Impairment loss mainly arises from the

properties in energy exploration segment.

impairment of certain oil

A -

REBRTIZREERYERRETETOREEN
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B IR R MR

6 Property, plant and equipment 6 ¥ - BE KRR EH=

(Continued)
Depreciation of the Group's property, plant and equipment AEBEHANDE  BERREBITE
has been recognised as follows: N
2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
ARBTR ARETT
Cost of sales $HE KA 22,659 26,795
Selling and marketing expenses HERMISHERS = 3
General and administrative
expenses — R EATHR X 421 229
23,080 27,027
Discontinued operations BRI FE - 363,757
Charged to the profit or loss A 23,080 390,784
Please refer to Note 7 for the impairment assessment BRARRMRREERBOYE  BE
associated with the property, plant and equipment of the MR ERAEETEERSEL
energy exploration and production segment, together with EHE) 2 RERIFH BB ET -

the related intangible assets of the Cooperation Rights.

170 CHINA HUARONG ENERGY COMPANY LIMITED
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e MR MR

7. B EE

7 Intangible assets

019 018
“E-0E i3
Co-operation Computer  Development Co-operation Computer  Development
Goodwill Rights Patents software costs Total Goodwil Rights Patents software oosts Total

G aiFE B fEREE RREL gt AR afFE I EERE Rian it
RMBOID  RMBOD  RMBOOD  RMBUOO  RMBUDD  RMBOM  RVBOI  RMBOD  RUBOD  RWBDDD  RMBON  RMBUN
ARETT  ARETL  ARMTR  ARETR ARETR  ARMTR  ARETR  ARRTR  ARETR  ARETR ARETR O ARRTR

At 1 January costs il =E:18 - 1,678,702 - - - 1,678,702 5,139 159,675 21 8k 7517 H16,191 2,263,166
Accumulated impairment 558 - - - - - - (55,139) - 3,535) (35,122) (409,780] (503,576)
Accumulated amortisation ~ ZitE - (9,937) - - - [9937) - 1103) [18,109) (62395) (106411 [(172,018)
Net book amount FEFE - 1,608,765 - - - 1,668,765 - 1,587,572 - - - 1,587,572
Movement during the year 768
Amortisation charge BRER(H)
Nate 19) - (2520) - - - (2,520 - (2312 - - - (23720
Exchange difference EiZE - 205% - - - 20534 - 83,565 - - - 83,565
18,014 - - - 18,014 - 81,193 - - - 81,193
At 31 December costs MoA=+-8H
i - 1,699,373 - - - 1,699,373 - 1,678,702 - - - 1,678,702
Accumulated impairment 231 5E - - - - - - - - - - - -
Accumulated amortisation  E5HEE - (12,59) - - - 12,5%) - 9.937) - - - (9.937)
Closing net book amownt ~~ EEZE - 1,686,779 - - - 1,686,779 - 1,668,765 - - - 1,608,765

The intangible assets represent rights to cooperate B EERESATHRZTAARIASE
with the national oil company of Kyrgyzstan in the KEREREEN ([ SERE’E]) -
BRI E AR AR R 5T 8 I (el

operation of the five oil fields zones ("Co-operation

Rights”]. The Co-operation Rights are stated at cost
less accumulated amortisation and any impairment
losses. As at 31 December 2019, 57 wells (2018: 54 wells)
were at production stage. As a result, amortisation of
RMB2,520,000 has been charged to the profit or loss
during year (2018: RMB2,372,000) based on the unit-
of-production method. The development of the energy
exploration and production segment has been limited
by the lack of means to fund additional investments for
drilling wells and exploration.

During the year ended 31 December 2018, the Group
entered into a loan agreement with a related party who
agreed to provide a loan facility up to RMB40,000,000
to the Group for the funding in respect of the energy
exploration and production segment. As at 31 December
2019, the Group has drawn down RMB9,100,000 for
exploration and drilling wells. The Group expects to draw
down the rest by 2020.

EEBAERE R-ET—hAE+-A=+
—H 57TE(ZZE—)\F : 54 BHE
EANEERE - Al - ERNFAEBRE
B A EEINBREE 8E A R 2,520,0007T
—E—N\F: AR¥2372,0007T) ° &
BRI EERBNEREERS B
FRBERNBEIMEERBE ST
SRl o

B2 Z—N\F+_A=+—HItF
B AEER-FZEE AT LERD
o meaEnTRERASERETS
R AREL0,000,000EZREE © 5B
AEEMERDEREERBIZHE
& RZTE—NF+ZA=+—8"
AEFECHHEREHRDRARKE
9,100,0007C ° AEEFEF —E =T F
B EHHBRIE -
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7

Intangible assets (continued)

In addition, the Group also entered into Co-operative
Framework Agreement with an independent third party
who agreed to provide materials for the exploration and
production of crude oil with an aggregate amount up to
USD500,000,000, in exchange for an option to purchase up
to 70% of the total crude oil produced by the Group at 92%
to 95% of the market price as a form of repayment until
all the liabilities are repaid.

In accordance with IAS 36 “Impairment of Assets”, the
recoverable amount of a CGU, which represents the
energy exploration and production segment, is determined
based on the higher of fair value less costs of disposal or
value-in-use calculations. These calculations use pre-tax
(2018: same) cash flow forecast.

In determining the recoverable amounts of the Co-
operation Rights and property, plant and equipment under
energy exploration and production segment amounting
to RMB1,686,779,000 (2018: RMB1,668,765,000] and
RMB590,515,000 (2018: RMB734,345,000), respectively, the
directors have evaluated the recoverable amounts based
on value-in-use calculations using pre-tax cash flow
projections. Key assumptions include international crude
oil price of USD48-65 per barrel (2018: USD57-70 per
barrel), a discount rate of 11.5% (2018: 11.5%) and that
the Group can obtain adequate financing afterwards.

As a result of the above assessment, the recoverable
amounts of the intangible assets and property, plant
and equipment under energy exploration and production
segment as estimated by the directors exceeded the
carrying amounts of these assets and therefore, the
directors are of the opinion that no impairment charge is
considered necessary as at 31 December 2019.

The table below illustrates the sensitivity of the significant
inputs to remove the headroom:

BEEEw

BESN  REB IR - BB IE=TTF]
VEFEERGSE  ZBULE=TRE

REFRBHDEREEM AR =
500,000,0003 7T LA 2 2 7] 2 71 35 (B 18
NUEIDU%BEERNEEBLEENRBEE
BEEZIN%WEE FREENS
N BEEEEMEAE-

RIBER & ERIE3SRI EERE] -
ReEtEumrkoeE(BIERE
REEERS) DA R ERDEXKA
HEMEEBUABRSERE)NE - ZF
AEEREHRA(ZE—N\F : HR)R

SmETER

EETERDEREERR & EL
BERRME - BEREBEHTIE S
5o Bl A R #1,686,779,000T( — &
— N\ AR #1,668,765,0007T ) &
A B #590,515,000C( — & — )\ F :
734,345,0007T) + EEE IR FEREE
SFEFIBAR AR £ R = 78R FE AT Uk B
TR TERLEERBRGAERAS
48ESETL(ZZE—NGF | BRSIE
70%7T) 0 BREER11.5% (ZF— )\ ¢
11.5%) » AERAEEBEZEHNESEN

ERFHEER  EFMHANEERDETRR
TERRNEVEERDE  BER
REH AW E SR HZFEENRT
B At EERAEBEERBE_FT—
NE+ZA=+—BIENREEENGK
JBIE

TRHFEREZRNERNE ABIRHH
RAZE

2019 2018

—E-hEF —ET-NF

Discount rate ALIR K 13.8% 12.7%
Oil price HE Decreased by Decreased by
T &

10.9% 3.4%
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eI ERR MR
8 RERESZSRMTA

AT RIEBENEDZEBITADN

8 Financial instruments by category

The following is an analysis of financial instruments by

category:

Total
w0
RMB’000
AR¥F
Financial assets as per consolidated RENBRRKRNESRMEE
statement of financial position
As at 31 December 2019 R-EBE-NF+=-A=+—8
Financial assets of amortised cost L EN AT EN S MEE
Trade receivables [Note 10(a)) FEU R SR (FiFFE10(a)) 2,777
Other receivables and deposits Hh W IR R iR 6,711
Cash and cash equivalents (Note 11) Re kFeEEM(ME) 42,851
Total HET 52,339
Total
@t
RMB'000
AREEFIT
As at 31 December 2018 R=ZZB-NFE+=A=+—8H
Financial assets of amortised cost N ER AT EN e mEE
Trade receivables (Note 10(a)) FEU R SR (FisE10(a)) 3,497
Other receivables and deposits HAth pEYRIE R & 1,932
Cash and cash equivalents (Note 11) Re kR EEW(MEE11) 9,274
Total wEt 14,703
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8 Financial instruments by category 8 ZEFIE|o2E€FT A

(Continued) (&)
Liabilities

at fair value  Other financial

through profit liabilities at
or loss amortised cost Total

BAAERAE  REBHEMEAAR
wsWEE MHELESREE st
RMB'000 RMB'000 RMB'000

ARETT ARETT ARETT

Liabilities as per FEHBRRARNEE
consolidated statement
of financial position

As at 31 December 2019 R=Z-NF+=A=+—-H
Trade and other payables — FEfTRR N B4t e {5018

excluding accrued (TR TEREM

payroll and welfare, BHBEREMERERN

contract liabilities FERTFRIE)

and other tax-related

payables - 744,792 744,792
Borrowings (Note 16) RG] - 3,594,543 3,594,543
Financial guarantee FBERER

contracts - 6,545,144 6,545,144
Total =t - 10,884,479 10,884,479

As at 31 December 2018 R=-Z—-N\F+=-A=+—~H
Trade and other payables  [EFTBRFR R E MR A

excluding accrued (T EfERETTEREN -

payroll and welfare, AREE Rt E A

contract liabilities FERTRIE)

and other tax-related

payables - 927,447 927,447
Borrowings (Note 16) fEFR(FIEE16) - 3,640,431 3,640,431
Derivative financial PTESRI A7)

instruments (Note 17) 7,194 - 7,194
Total st 7,19 4,567,878 4,575,072
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. 1
9 Inventories 9 FE
2019 2018
—E-hE T )\F
RMB’000 RMB'000
AR®TR ARBTIT
m
Finished goods B i 1,717 3,022
The cost of inventories recognised as expense and HE-_ZE—hF+_HA=+—8BIt=&
included in cost of sales amounted to 9,628,000 for the B B2 ARIT REFAMER AN
year ended 31 December 2019 (2018: RMB 9,379,000). ERk A B A R #9 628,000 (= F— 1\

£ AR¥9,379,0007T) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

10 Trade receivables, other receivables, 10 FEUNBRRY - E fth FEULFR

- =, yal
prepayments and deposits g s AREREE
(a) Trade receivables (a) FEWERRX
31 December
+=HA=+-—H
2019 2018
—E-NF —E-)N\F
RMB’000 RMB'000
AR®TT AREFT
Trade receivables FEURBR X 2,777 3,497
Less: Provision for doubtful R R IE R AR A
receivables - -
2,777 3,497
The Group normally grants credit terms to its AEE-—ROFFEEZZIOREIKR
customers up to 30 days to 90 days. The ageing MEEH - EREEZEQHMERERSN
analysis of the trade receivables based on invoice BREEDTIOT ¢

date is as follows:

2019 2018
—2-NF AN
RMB’000 RMB'000
ARBTT ARBTIT
0 to 30 days 0&30K 384 1
31 to 60 days NEXFN 657 679
61 to 90 days 61290K 51 974
Over 90 days HBEI0K 1,685 1,843
2,777 3,497

The Group does not hold any collateral as security. REE W ERFFEFERRIERE

Tﬁﬂo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10 Trade receivables, other receivables,
prepayments and deposits
(a) Trade receivables (Continued)

The carrying amounts of trade receivables
approximate their fair values. The maximum exposure
to credit risk at the reporting date is the fair value of
RMBZ2,777,000 (2018: RMB3,497,000).

The carrying amounts of trade receivables are
denominated in USD.

e MR MR

10 FEWRBRFX ~ H At FEURER
8 ENRERRE®
(a) FEURERFR (@)
JEWEREZNEmESRE QR BN
EoRBEBH  TREERK
EENRREREAR2777,000
T(ZE—N\F : ARME3497,000
JC) ©

FEW R R BR B A TTAHE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

10 Trade receivables, other receivables, 10 FEUNBRRY - E fth FEULFR

. = .
prepayments and deposits (continued) g s AIREREEw®
(b) Other receivables, prepayments and (b) HAibFEWRKIE » AT RIE
deposits k&
31 December
+=HA=+-—H
2019 2018
—EB-hEF —E-N\F
RMB’000 RMB'000
AR®TT ARBTT
Other receivables EH At R IR IE
- Third parties —F=75 6,711 1,907
Value-added tax receivable JE UL E 5,162 303
Deposits s - 25
Prepayments for property, plant M - BB MERER LT
and equipment and land use {5 R ) TR SRR
rights
- Third parties —E=H - 33,939
Prepayments - others TEfT I — HAtb
- Third parties —F=75 4,618 3,030
16,491 39,204
Less: non-current prepayments R FERNHRTE I SRIA - (33,939)
Current portion IR ) 16,491 5,265

The carrying amounts of other receivables and

current deposits approximate their fair values.

The maximum exposure to credit risk at the reporting
date is the fair value of each class of receivable and

deposit mentioned above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
eI ERR MR

10 Trade receivables, other receivables, 10 FEUNBRRL - E b FEULFR
IH - FENRCERRE®
(b) HEUWFRIE » TR KIE

prepayments and deposits (continued)

(b) Other receivables, prepayments and
deposits (Continued)

The carrying amounts of other receivables,
prepayments and deposits are denominated in the

following currencies:

Riz€&m)

H A EUHIR ~ TR R RIRE R

RREEDA O EREEHE

31 December

+=A=+-8
2019 2018
—E-hEF —ZE-NF
RMB’000 RMB'000
AR® T AREEFIT
RMB AR 2,816 89
HKD BIT 18 3,119
usD ETT 8,145 34,565
KGS ES) 5,512 1,431
16,491 39,204

11 Cash and cash equivalents M BAERAESEEY

31 December

+=A=+—H
2019 2018
—EB-NF —T)\F
RMB’000 RMB'000
ARETFT AREFIT
Cash on hand FERES 1,462 594
Cash at banks IRITTER 41,389 8,680
Total cash and cash equivalents Be MBS EMRTE 42,851 9,274
Maximum exposure to credit risk HENHE AN EERER 41,389 8,680
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

11 Cash and cash equivalents contineess 11 BERBEZE Y@

Cash and cash equivalents are denominated in the ReRREEEMUATINEREGTHE

following currencies:

31 December

+=A=+—H
2019 2018
—E-hEF —E-N\EF
RMB’000 RMB'000
AR®T ARETT
RMB AR 4,229 181
usD X 38,466 7,268
HKD ABIT 107 1,763
Others HAh 49 62
42,851 9,274
Cash at banks and short-term bank deposits are placed RITFRREHRITEREFRREE -
in major financial institutions located in Hong Kong, the B RAMTERERE T RE SR
PRC, Australia and Kyrgyzstan where there is no history of R - HIWEmARESL -
default.
The remittance of funds out of the PRC is subject to 1% & @ I H A B 7838 <7 FR B BT AR 6 2
the rules and regulations of foreign exchange control SN Il 1R Bl KOERR ©

promulgated by the PRC government.
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e MR MR

12 Ordinary shares, preference shares 12 L& * B LR E IR H

and share premium /f:ﬂﬁ
Equivalent
Nominal Equivalent Number of ~ Nominal value  nominal value
Number valug of  nominal value convertible of convertible  of convertible
of ordinary ordinary of ordinary preference preference preference Share m
shares shares shares shares shares shares premium Total
EEREE UEAEAR TEREGR  TERER
EEREA  EEREE 2 4R BE  EESER RiteR it
HKD RMBI000 HKD RMB'000 RMB000 RMB'000
BT ARETR T OARETT ARETR ARETR
Authorised BE
Ordinary shares of HKD0S =5\
eachat 31 December 2018 —F-NEF-A
and 2019 =r-B5RAERLS
EThEER LT1637150T 208,185,753
Convertile preference~~ HZF-\ER
sharesof HKDD S eachat  —E- ETZA
31 December W18and = T-ASREELS
019 ATHTERELR - - - 7,008,000,000 3,503,000,000
Issued: BT
Ordinary shares of HKD0S ~ A\=F—-\E—-F-F
eachat 1 Jonuay 018 BREB0SATA
HER 2068591507 1,124,29,753 AINIL - - - 10432701 1370473
lssuance of convertible B ERERR
preference shares Note b) ~ (Hfztd) - - - 700000000 3503,000000 300000 (06728 103278
Conversion of convertible BT R 5
bonds (Note | (Hika) 1867780000 933,890,000 79,278 - - - (20,063) 775,233

Ordinary shares of HKD0S ~ H=5-/\E
eachat 31 December 018 +2A=F-A%5HK
AEOSETMEAR  (ne3ma0T 205818573 1,737,050 7.006,000000 3503000000 3100000 835,312 13,182,422

Ordinary shares of HKD0S ~ H=F-71F—A-H
eachat January 019 SRARLSATA

LR 4116371507 2,058,185,753 1737050 7006,000000 3,503,000,000 3,100,000 835,372 13182422
Conversion of convertible  FATARER
bonds [Note o) (hista) 854,120,000 327,060,000 284,484 - - - 123 337

Ordinary shares of HKD0S ~ =F-1E
eachat 31 December 2019 TA=+-HER
AEOBTOLER AT 23257 2021536 7,006,000000 3,503,000,000 310,000 8,374,605 13,496,139
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

12 Ordinary share, preference share
and share premium (continued)

Notes:

(a)

(b)

During the year ended 31 December 2019, the holders of convertible
bonds converted balances of HKD327,060,000 (equivalent to
approximately RMB284,484,000) (2018: HKD933,890,000 (equivalent to
approximately RMB799,278,000]) into ordinary shares. Please refer
to Note 16 for further details.

In December 2018, the Company issued a total of the 7,006,000,000
convertible preference shares with nominal value of HKD0.50 each,
amounting to HKD3,503,000,000 (equivalent to RMB3,100,000,000)
to a bank creditor to settle bank borrowings and interests totaling
RMB3,100,000,000. The 7,006,000,000 convertible preference
shares consisted of three classes, 2,330,000,000 of class A shares,
2,330,000,000 of class B shares and 2,346,000,000 of class C
shares. Ordinary shares converted from convertible preference
shares can be transferred without restriction, while the ordinary
shares converted from class B and class C convertible preference
shares will be subject to a lock-up period of six and twelve months,
respectively.

Holders of the convertible preference shares are not entitled to the
right to vote at any general meeting of the Company, yet they have
the right to attend such meetings. They have the rights to receive
any dividends pari passu to the holders of ordinary shares on the
basis of the number of shares converted. Except for the mentioned,
each Convertible Preference Share shall have the same rights as
each of the Ordinary Shares.

The fair value of the convertible preference shares amounted to
HKD1,169,687,000 (equivalent to approximately RMB1,032,716,000)
on the issuance date and difference between the par value issued
and the fair value has been recorded as gain on extinguishment of
financial liabilities upon issuance of convertible preference shares
during the year ended 31 December 2018.

As at 31 December 2018 and 2019, no convertible preference shares
had been converted into ordinary shares.

CHINA HUARONG ENERGY COMPANY LIMITED

TEERERRDERR A

125ER - BERKRKRG

\\M
Jfm
HisE -

(a)

(b)

B

HEZZ—NhGF+-A=+—HLFE 7
BRRESHHIFAE AB KR $2327,060,000
BIT(FEE RO AREE284,484,0000T) (=&
— /\%F : 933,890,000 TC(HHER D AR
799,278,0007T)) REBAR - E—FHIFHL
BAMIEE16 -

RZZE—NEF+ZA ' ARRIERRITERE
AN E 174 $£7,006,000,0000% 5 A% 1 {50.5078
JLH) A 8RB R A% - 458 53,503,000,000%
Jo( M E » A R #3,100,000,0005T ) © MA{E
FHRITE R R F 24 # AR %3,100,000,000
JT ° #%7,006,000,0000% 7] & #2218 & I R =
HER% {9 4 K - BD2,330,000,0008%A%8 B 19
2,330,000,0004% BB A% 1 }2,346,000,0008%C
B o SRR EIRME SRR A LR AT e
IR G - T EBE R CHE A IR E L RN
LTBRABIAEANEAM+ ZEANZEER -

AEBRELRSE ABERARREIMBER
REBRE  ERSAELEZERE - F
BRRRESLABRMNEE - BEBBIFAEA
ZE RS WEEREE R L& -
BEREREERESERREEREER

HE-_Z—-—N\F+ZA=Z=+—8HL#HF
ErAIEBREERAAEREITAS
£51,169,687,0000 t( M & RO AR
1,032,716,0007T) * MEETEBEEA R E
2 EMEBEC AR AT E(LE LR

HHRERE AR KRS

RZZE-NFERZZE-NF+_A=+—
B ErERE s RER AL AR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

13 Share-based payment - Group and 13 AR BEBH X+ —
Company KER AT
(a) Pre-IPO Share Option Scheme (a) BRABRERBRES

Pursuant to a written resolution of the Shareholders

gl
RERMA-T—ZEF+A-THE

m
dated 24 October 2010, selected employees were AMREEEAZE  FEEEE
granted a total share options of 62,500,000 shares (the BT ERAMEERERETE
“Pre-IPO Share Options”) under the Pre-IPO Share ((BRARBEABRETSE )R
Option Scheme (the “Pre-IPO Share Option Scheme’). N4 #£62,500,0000% f% 17 1) B B 8
The exercise price per share under the Pre-IPO Share ([BRAHBRENBRE] - BX
Options shall be equal to a 50% discount to the Offer NHEE R BREE T G HD &
Price (i.e. HKD4 per share, the exercise price of the ITRERBEEERE% (AERL
outstanding share options granted has been adjusted BT)(BZE—R"F=ZA=+NH
to HKD20 per consolidated share of HK0.50 each REREHRITEBRENTTERE
with effect from 29 March 2016). Each of the Pre- EHAEASREERISETHNE
IPO Share Options has a 10-year exercisable period, PR P20 7T) - B HR AR
from 19 November 2010 ("Old Grant Date’), and ERIBRESE TETEE =
ending on the expiration of the tenth anniversary of Z-ZF+—-ATNAB(EREA
the date of acceptance of the grant of options, on 26 HMDREEEMRLBRES HBF
October 2020. As at 31 December 2019, the number EHER BI—Z_TF+A=+
of outstanding share options granted has been RNA - RZB-NF+A=1+—
adjusted for the effect of share consolidation and H @ &RiHEHARE  RITEE
875,000 share options were vested and exercisable (31 REHE ZROEHEZEMAER
December 2018: 3,650,000 share options) after the 5875,0001) B E BB M AT 1T
share consolidation adjustment. F(ZE-N\F+ZA=+—8":

3,650,0001n iBAHE)
Commencing from the date on which trading in the HAR RGO FABRE BB TE
shares of the Company first commenced on the Main REEER( LTHEE] BI=F
Board of the Hong Kong Stock Exchange, being 19 —ZEF+—A+HA) ETEH
November 2010 (“Listing Date”), the expiry of first, F— F -  BEZRFBEAFEM
second, third, and fourth anniversaries of the Listing B0 BEARARSRITTEER
Date, the relevant grantee may exercise options up T H) B %20% - 40% * 60% * 80%
to 20%, 40%, 60%, 80% and 100% respectively. No 100% « FATEREE XA
additional share options were granted pursuant to HENBREFESTREBR
the Pre-IPO Share Option Scheme during the year. ¥ -
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B IR R MR

13 Share-based payment - Group and 13 AR BEBH X+ —

Company (continued) SER AT @
(a) Pre-IPO Share Option Scheme (Continued) (a) BRAMRERBRES
ELE D)
The fair value of the share options granted on 24 RZZE-—ZTF+A-TEAED
October 2010, determined using the binominal model MEREN AR ETERAZER
(the "Model"), ranging from HKD4.38 to HKD5.17 per BRI DEE  8HERE
option. The significant inputs into the Model were NF4I8BITLESNTHETT « BAK
the share price of HKD8 at the Listing Date, exercise BEE2HBEN ETHERNKRE
price shown above, expected dividend yield rate of 8B » FI1TE(E - FREIR B
1.32%, risk-free rate of 2.09%, an expected option 7 31.32% « MR A F2.09%
life of ten years and expected volatility of 55.0%. T8 HA RS AR 7 F PR + 4 e T B 18
The volatility measured is based on the average 55.0% © R IE THIR R4S = LT
annualised standard deviations of the continuously B A LR A RIIR (B O R AR AE =\ [0 3R
compounded rates of return on the share prices TP FERERETE o
of comparable companies with similar business
operations.
Movements in the number of share options RITE RIS & 8 R AR
outstanding and their related exercise prices are as TEEMT :
follows:
Average exercise
price in HKD per Number of share
share options
BRET
FHITEE BREHE
(thousands])
(F)
At 1 January 2018 RZE—N\EFE—H—H 20 4,100
Lapsed BRR 20 (450)
At 31 December 2018 R-ZF—/\F+-_A=1+—~8 20 3,650
At 1 January 2019 RZE-NFE—H—H 20 3,650
Lapsed [RENE 20 (2,775)
At 31 December 2019 RZF-NFFTZA=+—H 20 875
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e MR MR

13 Share-based payment - Group and 13 AR BEBH X+ —
Company (continued) SER AT @
(b) Share Option Scheme (b) EBARHEGTEI

The Company conditionally approved and adopted a
share option scheme on 24 October 2010 (the "Share

ARAR=F—FF+A=+NA
B R R SRR — TERE AR 31 8

m
Option Scheme”). The Share Option Scheme became ([BRAESTE ) - BRESIINC
unconditional on 19 November 2010 when the Z—ZF+—-ATNBARRRRNG
Company’s shares were listed on the Main Board of BB EIR ETHARK AR RR
the Hong Kong Stock Exchange. o
Pursuant to the written resolutions of the Directors BEBRAR-ZT——FMNA="
dated 30 April 2012, selected employees were BNEZEEMrFZERE BHEE
granted a total of 348,580,000 share options under BEERTHEREGFEBETAH
the Share Option Scheme. The exercise price per 348,580,00017 & A% # - BE AR BE AT
share under the Share Option Scheme is HKD1.94 ZETHERTEEAEBREE
per share of HKDO0.10 each (the exercise price of the 010 THIRM1.94B (B ZF
outstanding share options granted has been adjusted —REZAZTNABEERLEX
to HKD9.70 per consolidated share of HKDO0.50 each RITEBRENTEEEAER
with effect from 29 March 2016). No share option is BRMEE0.50%8 TR & PR 15 9.70
exercisable prior to the first anniversary of 30 April BIL)  R_ZE—_FMA=+H
2012 (the “New Grant Date”]. On each of the first, ([FRLBHMDRE—BFR - #
second, third, fourth and fifth anniversaries of the EEBRRER T176 - BFRE B
New Grant Date, a further 20% of the share options wE— B F= FOEER
granted to the selected employees may be exercised, BEERE D - BRBRENEE
provided that no share option shall be exercised after BB — 21T EARERN20% -
30 April 2022. As at 31 December 2019, the number T ZFMA=TREDAT
of outstanding share options granted has been EERE - RZTE-NF+A=
adjusted for the effect of share consolidation and +—B  BROHEHFERE - RIT
16,800,000 share options were vested and exercisable RRERES AR RN a2
(31 December 2018: 29,048,000 share options) after R E16,800,00017 BB I T 57 B
the share consolidation adjustment. R (ZE—NF+=RA=+
—H :29,048,000(7 BEALHE)
The fair value of the share options granted on 30 RZE—ZFMA=+THELNE
April 2012, determined using the Model, ranged from fRENAREDERARXEE -
HKDO0.63 to HKDO.64 per option. The significant inputs FHBREN F0.63BTTE0.64E
into the Model were the share price of HKD1.94 at T BANEZELHBERIK
the New Grant Date, the exercise price shown above, AR AR B 9478 T « EallrTfE
expected dividend yield rate of 4.66%, risk-free rate B - FEHR W R4.66%  ER
of 1.14%, an expected option life of 10 years and BANE 14% « TEHRREARE R 10
expected volatility of 54.50%. The volatility measured & % 78 B 18 54.50% © 1R Jh AR
is based on the average annualised standard B EHEURBH A R A RIRE
deviations of the continuously compounded rates of R EE BRI FERE
return on the share prices of comparable companies RESTHE o
with similar business operations.
ANNUAL REPORT 2019 4 a5

FEHRE2019



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

13 Share-based payment - Group and 13 AR BEBH X+ —

Company (continued) = YSENGIE Y
(b) Share Option Scheme (Continued) (b) BBRRFESHE (@)
Average
exercise price in Number of share
HKD per share options
BRBTFET

& BREHE

(thousands])

(F7)

At 1 January 2018 RZZE—NEFE—H—H 9.70 32,124
Lapsed BRI 9.70 (3,076)
At 31 December 2018 R-ZE—-\F+_A=1+—8 9.70 29,048
At 1 January 2019 R=ZF-N&F—A—H 9.70 29,048
Lapsed BRI 9.70 (12,248)
At 31 December 2019 R-T-—NF+-A=t—H 9.70 16,800
During the year ended 31 December 2019, no expense HE_Z-NF+A=+—HLt
was recognised in the consolidated statement of FE - WENGEZEWERF
comprehensive income for share options granted to BRTEEkEEBERERRAAX
directors and employees (2018: Nil). No expense is (Z2—N\F: \)  WEHFERRD
recognised for the Pre-IPO Share Scheme (2018: Nil) FEEmBERE SRR (=
or Share Option Scheme (2018: Nil). The Group has E-N\F &) AEEWEETE
no legal or constructive obligations to repurchase or SHMEEEUR GBS EERR

settle the options in cash. E -
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e BT R aR YEE

14 Other reserves

14 E i@

Financial asset
at fair value
Available -for- ~through other
sale financial  comprehensive Share based Statutory Translation
Capital reserve ~ asset reserve  income reserve payment reserve reserve reserve Total N
RARERA
THEESR  HfREME  MRORER
EnGf EERE  RENeREE 351 tERE EXGfH it
RMB000 RMB000 RMB'000 RMB000 RMB000 RMB000 RMB000
NRETR ARETT NRETT ARETT NRETR NEETR NRETR
At 1 January 2018 #=5-\§-A-H 2462930 121 600,934 498,804 92809 3,002,804
Reclassify non-{rading equies from X AHERRTHLE
avalable-for-sale financial asset ~ $BEEERARZ
to fivancial asset at fainvalue AL BHALMRE
through other comprehensive R S
income (1271 (Ml
Financial asset at fair value through AR ETAZH2E
oiher comprefiensive ncome - BMSREE (16,033 (14,03
Bxchange diference on renslation  £EBNEEHES
of foreign operations £ - 1873 19,873
Lapse of employee share options ~ EEEREXT (2199 (21,991
At31 December 2018 RIE-NE
+ZA=1-H 2462930 (8.756] 31892 498,804 172,702 304,672
At 1 January 2019 HZF-n§-A-H 2462930 (8,756] 518962 498,804 172,702 304,672
Release of other reservewpon -~ RMERKIEE BT
disposal of discontinued operation ~ EfbEE(E 2.462930) (338,234 (198,854) B500018)
Financial asset at fair vaue through AR ETAZH2E
other comprehensive income Yanenas 2016 2016
Transfer of fair value through R ERERTAL
other comprehensive income o 2ENBHAAER
accumulated losses upon disposal ~ 3R b140 160
Bxchange diference on trenslation  £EB/NEEMES
of foreign operations iE - 034 034
Lapse of emploee share options ~ [EEBRIEXH (2,409 22409
At 31 December 2019 R-F-1%
t2f=1-H 18,099 193048 M7
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR MR

15 Trade and other payables

15 B ERF R B

31 December

+=A=+—H
2019 2018
—E-hF —T-N\F
RMB’000 RMB'000
ARET AREFT
Trade payables FERTHRK 276,829 362,349
Other payables H At T I8
- Third parties —%=H 81,507 205,391
- Related parties [Note 31) — BAEE 7 (MHEE31) 30,866 33,808
Contract liabilities BMAE 63 120
Accrued expenses FEFTRA 2
- Payroll and welfare —TENEH 21,606 22,112
- Interest —FE 322,367 165,011
- Exploration costs — B R AR - 132,554
- Custodian fee —EE 26,096 24,263
- Others —Hit 7,127 4,071
Other tax-related payables E 75 75 A B P A< 5RE 6,341 2,354
Total trade and other payables 4B R BR N S A A
IR 772,802 952,033
At 31 December 2019 and 2018, the ageing analysis of the RZB-NFRZZBE-N\F+ZA=+
trade payables based on invoice date were as follows: — B REZHHRE S ENRKAER
BT
31 December
+=ZA=+-—H
2019 2018
—EB-hF —E-NF
RMB’000 RMB'000
ARBT AREFT
0 - 30 days 0E30K 28 2,751
31 - 60 days ETUES 1 10,613
61 - 90 days 61E90K 14 1,359
Over 90 days 90KRIA E 276,786 347,626
276,829 362,349
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

15 B BRI BB =X

15 Trade and other payables continued)

The carrying amount of trade and other payables are

denominated in the following currencies:

T8 (@)

THEEIE

JREASS B 3R B EL A FE A SRIR RO RRTED (BT 5 A

31 December
+=—BA=+—H
2019 2018
—g-h& —B-N\F
RMB’000 RMB'000
AR® TR ARET T
RMB AR 110,551 178,546
usD ETT 375,210 563,039
HKD BT 287,041 210,448
772,802 952,033
. +H =
16 Borrowings 16 {6
31 December
+=-A=+—H
2019 2018
—E-hEF —ET-N\F
RMB’000 RMB'000
AR®T ARBEFIT
Non-current JEENER
Other borrowings B &R 937,125 754,638
937,125 754,638
Current ENHA
Bank borrowings RITIEF 461,243 599,587
Convertible bonds AR EH - 480,355
Promissory notes A EE 2,140,289 1,605,163
Other borrowings HEabER 55,886 688
2,657,418 2,885,793
Total borrowings BREsE 3,594,543 3,640,431
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

16 BorrOWingS (Continued)

Borrowings amounting to RMB2,601,532,000 as at 31
December 2019 (2018: RMB2,885,105,000]) were secured
by guarantee from a director of the Company, certain
shareholders of the Company and the related parties and

share capital of certain related parties.

As at 31 December 2019, borrowings of the Group
amounted to RMB3,594,543,000, out of which
RMB2,564,253,000 were overdue, while borrowings of the
Group amounting to RMB37,279,000 contained cross-
default terms as at 31 December 2019 and became
immediately repayable. Total overdue interest payables of
the Group amounted to RMB322,367,000. As at the date of
the approval of these consolidated financial statements,
the Group has not obtained waivers to comply with these
cross-default terms from the relevant lenders; nor have
these lenders taken any action against the Group to
demand immediate repayment.

The Group's borrowings are repayable as follows:

16 B R @)

R-ZZE—hEF+-_A=+—8 BFKA
R #2601,532,000t( ZF — \F = A
R #2,885,105,000C ) A AR Al — B E
= ARREE TR R IR
R ARE T REE 7 AR VR AR -

R-ZZE—NE+=-A=+—8 K£H
) A A R #3,594,543,0007T » E
ANR#2 564,253,000 E 8 H - NEE
R-TE—hF+-—F=+—BHERFR
B ARE37,279,000ERER X E
g - A BENMEE - AEBEREHE
RF B ERE A ANREES322,367,0007C ° B
ZERAVBRREN LD AEE
MAESHABAIAETELEINED
BRzHE  ZEERATELHAEH
BFREE{TE) Bk BIEE RS -

AEENERFREAMT -

31 December

t=HA=+—H
2019 2018
—E-hE —E-N\E
RMB’000 RMB'000
AR®BT R ARETT
Within 1 year —FR 2,657,418 2,885,793
Between 1 and 2 years —EF 937,125 754,638
3,594,543 3,640,431

The Group's borrowings repayable based on the scheduled

repayment dates is the same as the above table.

The carrying amounts of the non-current borrowings

approximate their fair values.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS J

16 BorrOWingS (Continued)

The carrying amounts of the borrowings are denominated

in the following currencies:

e MR MR

=+,
16 EF @)
& 2B T B LA T S M5 A -

31 December

+=A=+-8 "
2019 2018
—B-NF —B-N\F
RMB’000 RMB'000
AR® TR ARETIT
RMB AR 28,446 28,149
HKD BT 2,567,815 2,661,040
usD ETT 998,282 951,242
3,594,543 3,640,431

The exposure of the Group’'s borrowings to interest-

rate changes and the contractual repricing dates are as

follows:

AEBEREERANEEBH LA NEH
EEBRMARIT

31 December

+=BA=+—H
2019 2018
—E-NF —T)\F
RMB’000 RMB'000
ARETT ARETIT
6 months or less NEAS A 2,610,615 2,635,727
6 - 12 months ~E+ZEA 46,803 680,355
1 - 5years —EhRF 937,125 324,349
3,594,543 3,640,431
ANNUAL REPORT 2019
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16 BorrOWingS (Continued)

The Group has the following undrawn borrowing facilities:

16 B R @)
AEEE T ARIE S -

31 December

t=A=+—H
2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
ARBT T AREFT
Expiring within one year —F N 30,900 -
Expiring beyond one year —FIE3HE 1,157,393 1,437,462
1,188,293 1,437,462

The effective interest rates at the date of the consolidated

REFEMHARRAK BB ZERF XM

statement of financial position are as follows: T
31 December
+=A=+—H
2019 2018
—E-hEF —E-NF
Bank borrowings RITRER 7.97% 7.97%
Promissory notes O R 7.00% 7.00%
Other borrowings(excluding HiER (T RERE N/A
interest-free loan) 1=¢9) 5.00% TEA
Bank borrowings RITER

Bank borrowing of RMB461,243,000 (2018:
RMB599,587,000) is overdue and immediately repayable.

AR#EL61,243,000T( ZF— )\F + A
R #599,587,0007T ) #Y 8R 1T {8 ZX E. 481 &f
HpESTEMEE -
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16 BorrOWingS (Continued)
Other borrowings

HAbfERR

31 December

+=A=+—8
2019 2018
—E-NF —E-)N\F
RMB’000 RMB'000
AR®TT AREFT
Loans from an entity controlled by a RERERFTERBR
close family member of Mr. Zhang BEHIHERBHEXR
Zhi Rong [Note i) (MED) 415,424 461,145
Loan from an entity controlled by Mr.  ZREREB L EIEHIH
Zhang Zhi Rong (Note ii and iii) ERNER
(Bt aEii Kiii) 530,784 293,493
Loan from a third party (Note iv) REFE=ZHFHWER
(BfzEIv) 46,803 688
993,011 755,326
Less: Non-current portion B FEBNHARE (937,125) (754,638)
Current portion of other borrowings H gz BVERER 55,886 688

Notes:

(i)

(i)

(iii)

(iv)

During the year ended 31 December 2019, the Group extended
security-free and interest-free loans from an entity controlled
by a close family member of Mr. Zhang Zhi Rong amounting to
RMB451,669,000. The carrying amount is RMB415,424,000 and it is
repayable in June 2021.

As at 31 December 2019, the Group has drawn down principal amount
of USD83,784,000 (equivalent to approximately RMB583,407,000) from
the loan agreement, provided by an entity controlled by Mr. Zhang
Zhi Rong, who agreed to provide a loan facility up to USD250,000,000
(equivalent to approximately RMB1,740,800,000) to the Group for
the funding of the oilfield operations of the energy exploration and
production segment. The carrying amount is RMB521,701,000 and it
is repayable in December 2021.

During the year ended 31 December 2018, the Group entered into
a loan agreement with an entity controlled by Mr. Zhang Zhi Rong,
who agreed to provide a loan facility up to RMB40,000,000 to the
Group for the funding in respect of the energy exploration and
production segment. As at 31 December 2019, the Group has drawn
down principal amount of RMB9,100,000 for exploration and drilling
of wells. The carrying amount of the loan is RMB9,100,000 and it is
repayable in January 2020.

During the year ended 31 December 2019, the Company has drawn
down USD6,700,000 (equivalent to approximately RMB46,786,000)
loan from an independent third party at 5% per annum and due in
December 2020 (2018: Nil).

PEE

(i)

(ii)

(iii)

(iv)

—NWE+ZA=1+—8 A&£EHRK
%Eir%iﬁﬁa%u,\ﬂ HEOER G FR
A% £ %583,784,000 T(HEROAR
#583,407,0007T) * ZEBRE R ALREIE
% $2250,000,000% T (A E RO A R
1,740,800,0007C ) I E KB E - AL E R
BEHEREERMTAOHELRTES -
BREE A A RMES521,701,0007T * BR-Z—
—E+—FEE -

HE-Z—/\F+-A=+—BLEFE K
EEEAREE RGN TR CERD
o RBBEREAASERETZRARE
40,000,000THHERBE - REAEEHEER
DEREERBIEHRES - RZT—NEF+
ZA=+—8  "EEERHEREFRE
A& £ AR 100,000 - FEEAAR
#£9,100,0007T * R =T _TF— AEE -

HE_T-NAF+-_A=+—ALEE"
ARRME—BBYLE = FIRENERIRE
6,700,000 JT( 48 & 'EA%@/\EMAH%UOO
TL)  RERIRFE R L%t B ER =
FHZAREH(ZZ—N\F : &) -

T-F
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

16 BorrOWingS (Continued)

Convertible bonds

As at 31 December 2019, the Group had no outstanding
convertible bonds (2018: five] with an aggregate
principal amount of HKD838,410,000 (equivalent to
approximately RMB736,376,000 with maturity dates
ranging from May 2019 to November 2019). During the
year ended 31 December 2019, convertible bonds with
amounts of HKD327,060,000 (equivalent to approximately
RMB284,480,000 were converted into equity. Since the
bondholders have early redemption options to require the
Company to redeem these convertible bonds at any time
before the maturity dates, these convertible bonds are
classified as current liabilities as at 31 December 2018.
In addition, all the convertible bonds became immediately
repayable pursuant to the cross-default terms under the
relevant agreements.

CHINA HUARONG ENERGY COMPANY LIMITED
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16 B R @)

AR ES

R-ZZE—NFE+-_A=+—08 &£EH
WEREEATBRRESF(ZT—N\F:
Fit) - A& 48%5838,410,000/8 7T (48
BN ANRT36,376,0007T) R
E-NFEFRAE-_ZT—NE+— A5
- HE_T—NFT+_H=1—H
IEFFE 4% A327,060,00008 T(FE
R #) A R #284,480,0007T ) # AT #2 i {5
FEHBABRA - ARNESFFBEARS
IRATHE E 42 - AN EIE A AT AR
ERARAER AT RRES - ZEAR
BEFR_Z—N\F+_A=+—HH
BARRBAE - 1IN B ATRRES
RIEAEA TR T A9 22 R KI5 B

g -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS J
e MR MR

16 Borrowings (continuea! 16 fE ™K@

FEHRE2019

Convertible bonds (Continued) AR E S @)
The table below summarised the details and features of TR AMBERATBRESOFTERE
the guaranteed convertible bonds: (=
Conversion Conversion "
Guaranteed  Principalasat  Principal as at price as at price as at
convertible 31 December 31 December 31 December 31 December
bonds 219 2018 Issuance and closing date  Maturity date Conversion period 219 2018
R-B-NE RR-NE KRB0 R-B-NE
RER tzR=t-8 tzA=t-H tZA=t-8 tZA=t-A
TRRES il Sk KAEEE  BAREAH EA i3 Y WERE NERE
st Nil NIt 31 October 201 24 months after the  After issue date up to N/A N/A
closing date maturity date
Ei 4 z 2 CRRETRZT-B REBRMEAR  RETAKEIER NER 0 el
nd Nil  HKD345,060,000 19 May 2017 24 months after the  After issue date up to N/A HKDO0.50
closing date maturity date per share
ot 4 T us00000BT CE-tERATAR  REBGMEAR  RETRAKEIER MER BR0S0ET
3rd Nil  HKD120,000,000 30 November 2017 24 months after the  After issue date up to N/A HKDO.50
closing date maturity date per share
1 10000005 ZE-tET-A=tE TEHAEMEAR  RETREZIER MER BR0S0ET
4t Nil  HKD30,000,000 30 November 2017 24 months after the  After issue date up to N/A HKDO.50
closing date maturity date per share
Euia T 00000ET  ZE-+ET-A=tE THARMEAR  RETREZIER MER BR0S0ER
bth Nil  HKD102,000,000 30 November 2017 24 months after the  After issue date up to N/A HKDO.50
closing date maturity date per share
E il 1000000005 ZE-tET-A=tHE [EAEMEAR  RETREZIEA MER BR0S0ET
bth Nil  HKD241350,000 30 November 2017 24 months after the  After issue date up to N/A HKDO.50
closing date maturity date per share
EyiA T OWN000ET  ZE-tET-ASTE TEAERMEAR  RETREZIER MER BR0S0ET
Total Nil  HKDB838,410,000
it T §3B410000ET
ANNUAL REPORT 2019 4 o 5
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B IR R MR

16 BorrOWingS (Continued)

Convertible bonds (continued)

The table below summarised the details and features

of the conversions of convertible bonds during the year

ended 31 December 2019:

16 B R @)

R ES @)
TEBRBRE-—"S—hE+-B=+—
B 1 4F 1 60 T 4R AR 1 25 SR 1 SE 0 R 05
e

Maximum number of
Shares to be issued Maximum number
upon the exercise of of Shares to
the conversion rights be issued upon
as at the date of issue ~ Net proceeds the exercise of
Principle amount [after the adjustments  received by the Conversion Shares  conversion rights  Principal amount
as at the date of o the conversion price ~ Company from Conversion dates issued [conversion ~as at 31 December as at 31 December
T convertible bonds issue (HKD)  Date of issue per Share if applicablel  the issue (during the Period] ~price per Share] 09 2019 (KD
A2ERARR H=2-1f
(JER)4HER TIRZT-B HI3-AE
REGREN RERSTEEGE RATRRAR  T2RZT-B
144 AREMRG  ALRERRGTE BRERAEE  BREMES fheek
TETEERR (k1)  BfRZ WREEE  GHRENEEE  ARAR(MER) (BRERE) N (%7)
Ist TS000000 19 May 2017 1490120000 Not applicable T March 2019 270120000
(Note 2 Mgy 2019 300,000,000
(HKDO501
E ZEHERATAR TR ZEERALE (020%7)
i) ZE-NERACE
Ind 169820000 30 November 2017 330.660000  Not applicable
(Note]
i Z5-Et-=tE TR
lird
Ird 118070000 30 November 2017 236,160000  Not applicable
(Note]
S F-LE-ATH T
(A
th 102000000 30 November 2017 206000000 Not applicable 22 May 2019 34,000,000
(Note (HKDO 30
Elitd Z5-tET-A=1E TR o S :5¥ g - S (170
(K
it 67300000 30 November 2017 1296700000 Not applicable
(Note]
Fait ZE-Er-A=1E TR
(Hie)
Total 1,782,300,000 3,264,800,000 36,120,000
Note: B sE

During the year ended 31 December 2019, a total of 654,120,000 shares

had been converted from the convertible bonds issued by the Company. As

at 31 December 2019, there were no outstanding convertible bonds.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

16 BorrOWingS (Continued)

Convertible bonds (continued)

For the above convertible bonds, subject to the following
conditions, amongst others, the Company has the right
to redeem all or any part of the principal amount of the
convertible bonds outstanding. (1) The Company may
redeem the respective convertible bonds at any time up to
(and excluding) the commencement of the 7 calendar day-
period ending on the (and including) maturity date, when
the principal amount of the relevant convertible bonds
outstanding is equal to or less than 10% of its original
aggregate principal amount issued by the Company. The
redemption price of the convertible bond is equal to 100%
of the principal amount plus the unpaid interest. (2) The
Company may redeem the respective bond at any time on
or after the eighteen months from the closing date and up
to the third business day prior to the maturity date. The
redemption price of the convertible bond is equal to 100%

of the principal amount plus the unpaid interest.

Subject to certain conditions, the bondholders have the
right to require the Company to redeem all or part of
the convertible bonds. Bondholders may at any time on
or after the closing date and up to the third business
day prior to the maturity dates to require the Company
to redeem the whole or any part of the principal amount
outstanding under the bond at a value at 100% of the
principal amount plus the unpaid interest.

The conversion feature of the above convertible bonds fails
the fixed-for-fixed requirement for equity classification.
The conversion option, together with all other options, are
therefore regarded as a single embedded derivative with
changes in fair value through profit or loss in accordance
with IFRS 9. For details, please refer to Note 21.

e MR MR

16 EF @)

AMRARES @)

M EMATMRES M E - £ FIEES
BMET(ERBE) AARBEEL
AR EH 2 I T ME D M AR EEAR
A AFHEREZ(ETERE)
IHMB(REZA)LELEAEBBEE
48 AT PE R BB E AR B P IR R B 55 - B0
HARBARITRKRESN A SES
R RARRBBITRARSBEN
10% ° AR ES BB EE SN 100% A
SEEMANFE - 2Q)ARFJAERE
HEEET N \EACEEZFIEBRIE
—AEEHIPERERERES - IR
BREFERLRESN00%ASSEEM
REFILE o

FEETHRENRRT  EFFEAGE
ERANAERZ KD AT RRE
% BHBBEARRBREBSRZER
ZEEEAIE =X B LR ESRAR
RAERERIE N2 RIS m R
BEAe2E BER/N%EESEE
IARSFE o

P il PTIR AR B 5 1) IR R 1 R B4
AT BETRETNHRT Bt
LR B R B T S 2R R BB 95 - MR A
HRFAEMERERR AR ES

FABENE —BARITETAR - 18
B2 -
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16 BorrOWingS (Continued)

Convertible bonds (continued)

The fair value of the above convertible bonds was
determined by an independent qualified valuer based
on the Effective Interest Method and Mixed Discount
Model. The fair value of the liability component on initial
recognition was valued as the proceeds of the convertible
redeemable bond [net of transaction cost] minus the fair
value of the embedded derivative. The fair value of the
embedded derivative was valued by estimating the value of
the whole bond with and without the conversion feature.
The difference in value reflects the value of the embedded
derivatives and changes in fair value would be recognised
in the profit or loss. During the year ended 31 December
2019, changes in fair value of the embedded derivatives
amounted to RMB4,680,000 (2018: RMB255,138,000).

The convertible bonds are guaranteed by Mr. Zhang Zhi
Rong ("Mr. Zhang”], the Company’s single largest ordinary
shareholder (before taking into account full conversion of
the convertible bonds and exercise of the share options

issued by the Company).

CHINA HUARONG ENERGY COMPANY LIMITED
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16 B R @)

AMRARES (@)
FRBBRESH AR EHBLAEK
MEMBIRERF R ERREIER
BE  BAERENBEISAALEBELN
AR A ERESMESREIIRR S
AR ) BE ARSTAE TEM DA BT
HE - MARTETENRAAREEB
HaTHI A ERM SRR 2 B EHFH
BEETHE EEEZERBERARIT
ATEANBERAABEEHENERRE
ReBE_T-—NF+=-A=1+—A1L
FE BMARTETIEAARBEEHAA
R¥4,680,000t(ZFE—N\F: AR
255,138,0007T) ©

AREEFAAATE - KRB RBERK
REFEBREETRELE]D) (Rt RAR
AIEHEBRABRERESRITECEITHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

16 BorrOWingS (Continued)

Convertible bonds (continued)

The movements of convertible bonds [excluding the
embedded derivatives that were separately accounted
for) recognised in the consolidated statement of financial

position are shown as follows:

e MR MR

16 EF @)

AR 1E 5 ()

PR A BT IS RN R TR AT R BR 1B %
(FREDBEABORARSTAETLR) M
FHEHIIWMT

2019 2018
—E-hEF — N\
RMB’000 RMB'000
AR®T R AREBTFT
Carrying amount as at 1 January N—HA—HWEREE 680,355 1,285,926
Conversion to ordinary shares Hpmgmik (311,203) (717,993)
Interest expenses (Note 22) BRI (M5E22) 142,833 222,061
Principals and interest discharged via & #@3H EE MR A
promissory notes e RFE (510,437) (87,191)
Repayment B - (72,215)
Exchange losses/(gains) bE S EE, (as) (1,548) 49,767
Carrying amount as at 31 December R+=—A=+—H
MEREE - 680,355
The host liability component of the convertible bond is RZB-—NFTZRA=+—H8 &ILH#
derecognised as at 31 December 2019 (31 December 2018: RABBEFETEZEEHLH(ZZE—N

fair value of the host liability component of the convertible
bond of RMB661,238,000).

using the market rate of the convertible bonds on the date

The fair value is calculated

of the statement of the financial position (or the nearest

day of trading).

F+ZA=+—H: IRRESFFZES
B B A B R ARE661,238,000
7o) o R EERA T%ﬁﬂﬁﬁ%%wﬂlﬂﬁ
AR EAR S B )M TER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B IR R MR

16 BorrOWingS (Continued)

Promissory Notes AAEE
RMB'000
ARETFT
For the year ended 31 December 2018 BE-ZE-NE+=-A=+—H
LEE
Opening amount as at 1 January 2018 RZE-NF-A—B0HV&HE 1,447,596
Addition to discharge convertible bonds ARIR AR AR B F) 2300
interests of convertible bonds 87,191
Repayment B (6,118)
Exchange difference ERER 76,494
Closing amount as at 31 December 2018 RZE—N\F+=ZA=+—HH
HREH 1,605,163
For the year ended 31 December 2019 BE-ZE-hE+=-A=+—H
LEE
Opening amount as at 1 January 2019 R_ZE-NF—-A-BNETSE 1,605,163
Addition to discharge principals and fERR AT AR (A 5 AR K F) B g0
interests of convertible bonds 510,437
Repayment B (10,783)
Exchange difference ERER 35,472
Closing amount as at 31 December 2019 RZE—NF+ZA=+—HHH
RERR 2,140,289
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17 Derivative financial instruments 17 5TE€MIT A

31 December 2019 31 December 2018
ZE-AF+ZA=+—-B T \HF+_A=+—H
Assets Liabilities Assets Liabilities
BE afE BE afE

RMB’000 RMB’000 RMB'000 RMB'000
ARBTR ARBTR ARETT ARETET

Embedded derivatives AR EH KR A

in convertible bond APTETR - - - 7,194
- - - 7,194
There is no convertible bond as at 31 December 2019 (2018: RZZE-NE+A=+—H  W&EA
the fair value of the embedded derivatives in convertible BMREF(ZT—N\F : AT RERESF
bonds are determined using the Binomial Model]. The RARTELEN AR BEFEAZBEAR
tables below show the significant inputs into the Binomial BEFE) TRER-EARENER
Model: A
As at 31 December 2018 R-F-—\F+=-A=1+—H
Guaranteed Stock price as at
convertible Principal as at 31 December 2018 Exercise Expected Risk-free Expected Expected
bonds 31 December 2018 Issuance date of the underlying shares price optionlife interest rate dividend yield volatility
RZE-N\F EEDUES
BER TZA=T-H “B-\§tZR=1-A it ki
THRES WALEE ATAH HIkE IkE BRESR ERBRNME  ROMEE  BERRE
(HKDI (HKDI (years| (% (% (%]

(&7) (A7) ()

st Nil 31 October 2016 N/A N/A N/A N/A N/A N/A
£t g ZEETA=t-H iR TR i TR oyl ol
Ind HKD345,040,000 19 May 2017 0,143 050 0.38 2063 0 104
Eoit 35060000 ZE-tERATNA 0.143 050 038 22436 0 104
3rd HKD120,000,000 30 Noverber 2017 0.143 050 092 21767 0 80
£t 1200000008 —S—tFt-F=tH 0.143 050 092 21767 0 80
ith HKD30,000000 30 November 2017 0,143 050 0.92 21767 0 l
Elitg 00000008 —E-tF+-A=tH 0.143 0.50 092 21767 0 80
5th HKD102,000,000 30 Noverber 2017 0.143 050 092 21767 0 il
Fhit 1020000008 —S—tF+-F=+H 0.143 050 092 21767 0 80
bth HKD241,330,000 30 Noverber 2017 0.143 050 092 21767 0 il
s WI00008T  ZE-tE+-A=1H 0.143 050 092 21767 0 80
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B IR R MR

17 Derivative financial instruments 17 T4 €@ T Ew

(Continued)

As at 31 December 2019 R=ZB-hF+=A=+—H
The volatility measured is based on the daily share BIRFTE T ER AR R —ERB RN
price volatility of the Company for an observation period BRREKE  SEAFEREEHET
calculated by the difference between the valuation date HRzZ%  UHEEGHERRNEE
and maturity date and adjusted by the difference of Hang AT &S| FIRIE 2 ZRIEL T -

Seng Index historical and implied volatility as of the
valuation dates.

18 Discontinued operations 18 BRI

(a) Description (a)

On 9 October 2018, the Company entered into a RZZ—N\FE+ANE  ARAE
conditional sale and purchase agreement with the HERIT Y AEKRHEHERBER
Purchaser to dispose of the Disposal Group at a wOUREBIETHEHESRE -
consideration of HKD1. As at 31 December 2018, RZE—N\F+=ZA=+—H &
assets and liabilities of the Shipbuilding Business WEBHNEERBED HIRGEH
were classified as "Assets classified as held for BARRARAD BRI D EARER
sale” and “Liabilities directly associated with EMEE | RIEASEARBIELEDN
assets classified held for sale” respectively in the BEEAZEMEENARE] -

consolidated statement of financial position.

There are certain conditions precedent pursuant to BREZRHBEE TRRMGY - B4
the Transaction, which included, but not limited to, BRI BB e R R AR RAB
the release or discharge of the Relevant Guarantees. e BRHEBEBRCDERARIR
The conditional sale and purchase agreement were RALE - MATERELERENR_-E
approved by the shareholders of the Company and —N\F+ZHET-

CPS were issued in December 2018.

On 10 March 2019, the Group transferred the sale RZZE—NF=A+8 ' KAEEB
share of Able Diligent Limited to the Purchaser. Able Diligent Limited#) %8 & M5
The Disposal Group is classified as discontinued EETER HESERBELE
operations in the period up to the date of disposal. HHHEE P ERERILEEK - &
Financial information relating to the discontinued EHERRNBADKIEES
operations for the period up to the date of disposal is BB ER TN T o

set out below.
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e MR MR

18 B4R IE ¥ w)
(b) IBERBERBREHREER

18 Discontinued operations (continued)
(b) Financial performance and cash flow

information

The financial performance and cash flow information

presented are for the period ended 10 March 2019
and the year ended 31 December 2018.

Fr 2% Eﬁaﬁ%&%iﬁ&ﬁi//wgéﬂ'

B@i:%
MHzE=
IEFE -

For the period

NFE=A+HILHRE
—N\F+=ZA=+—H

For the year

from 1 January ended
2019 to 31 December
10 March 2019 2018
“E-NE-A-HE Bz
“E-NE=RTHZ “T-N\EF
BE +-A=t+-HLEE
RMB’000 RMB'000
ARETR ARETT
Revenue Yzs 15,360 65,264
Cost of sales HERAR (2,852) (176,380)
Gross profit/(loss) B/ (B8) 12,508 (111,116)
Other gains/(losses) - net L/ (EH8)
— 55 295,510 (71,547)
Other income Hiplas 11,704 59,212
Expenses s (349,869) (499,952)
Finance costs - net RERA— 35 (412,927) (1,643,124)
Loss before income tax BREERAIEE (443,074) (2,466,527)
Income tax expense g x -
Loss from discontinued operations REBK I EBHER (443,074) (2.466,527)
Fair value gains/(losses) on a financial AR B AEMZENE
asset at fair value through other MEREEN
comprehensive income NhERE/ (E8) 2,616 (16,635)
Total comprehensive loss from  REB&IEEBH
discontinued operations FHEELSE (440,458) (2.483,162)
Net cash inflow/(outflow) from EEEZHRELFEA/(FL)
operation activities FE 19,488 (71,048)
Net cash (outflow]/inflow from HREEBBELGEL),/ HA
investing activities FR (32,950) 20,667
Net cash outflow from financing BEEDRS
activities Diolisest: (500) (1,715)
Net decrease in cash and cash HBE2RELESEN
equivalents O FE (13,962) (52.096)
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B IR R MR

18 Discontinued operations (continued! 18 EARIEEK @
(c) Gain on disposal of Discontinued Operations (c) HECKRIEERIWE

As at
10 March 2019
R-ZE—hF
=A+H
RMB'000
AREBTT
Consideration RE -
Carrying value of net liabilities of the — HESEEEEFREREE
Disposal Group 23,820,910
Less: Derecognition of non-controlling & : 421 EFERRH & S EIEZER
interest of the Disposal Group T (617,998)
Less: Transfer of amount due to the B SR EE R ZENTEE
Disposal Group to Purchaser SEFIE (15,877,596)
Less: Transaction costs W RS (1,273)
Gain on disposal HESEWE 7,324,043
Less: Financial guarantee contracts A BRI BEREL
recognised (notel(i)) (BRFEE()) (6,408,031)
Net gain on disposal HEWRRFHE 916,012
Note (i): Financial guarantee contracts were recognised upon the Hi): RZTE—NF=ZA T+ BEETKFRE
completion of the disposal as at 10 March 2019. As at 31 RUBRREL -RZT—-NF+=
December 2019 and the date of the 2019 annual report, the A=+—AR=ZFT-NFFREAH
release of the Relevant Guarantee was not yet completed. ERERNBHREARTE HE-T
Approximately RMB6,545,144,000, which represented its —NF+ZA=+—8B HEXEH
fair value, of the Disposal Group's financial liabilities SRAENHARKES,545,144,0007T (B
;%r%amed guaranteed by the Company as of 31 December HARE) AR FER -
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18 Discontinued operations (continued)
(c) Gain on disposal of Discontinued Operations

(Continued)

The carrying amounts of assets and liabilities of the
Disposal Group as at the date of sale (10 March 2019)

were as follows:

e MR MR

LUl

18 B4R LE E @)
() HECKRIEEKHWNE @)

HESEREERR(ZT—NF
ZRtRIZEEREBEZREAR

As at

10 March 2019
R=ZE-hF
=R+H
RMB'000
ARBT R

Financial assets at fair value through

BAREF AR EEKED

other comprehensive income eHEE 30,323
Land use right T AR 3,425,509
Property, plant and equipment mE - WE R&E 14,962,869
Prepayment for non-current assets FERBEENTANFIA 143
Inventories FE 61,660
Trade receivables JE W BR 3R 4,459
Other receivables, prepayments and H A pE N FRIE ~ B IE RIS

deposits 3,358,492
Pledged deposits [ LFES 1,771
Cash and cash equivalents ReRREEEY 38,855
Total assets HEE 21,884,081
Trade and other payables (note) JEASBR 3R R B A FE A R0 (M) 30,466,991
Contract liabilities afaE 39,236
Borrowings BN 15,198,764
Total liabilities weE 45,704,991
Net liabilities of the discontinued ERIEEBEERR

operations 23,820,910

Note: Trade and other payables included amounts due to the Group M ENERREMENRERELES
by Disposal Group amounting to RMB15,877.6 million. B e AR B e FRIE AR #15,877.6
A&
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B IR R MR

18 Discontinued operations (continued! 18 EARIEEK @
(d) Assets and liabilities of disposal group d HEEBIEARKELE
classified held for sale MEEMAE
The following assets and liabilities were reclassified RZZE-N\F+ZA=+—HB K
as held for sale in relation to the discontinued TEENABERENSEREKL
operations as at 31 December 2018: EBNEERFE
2018
—T-)N\F
RMB'000
AREBTFT
Assets classified as held for sale BEHENEE
Financial assets at fair value through &2 AR EFFAEM 2R EEH
other comprehensive income CREEE 27,707
Land use right T+t fsE A 3,425,755
Property, plant and equipment M - WE MR 14,970,308
Prepayment for non-current assets IEMENE ERITENT FRIA 153
Inventories FE 425,884
Trade receivables FEU AR 3K 4,459
Other receivables, prepayments and HAith el RIE ~ B 5RIE
deposits Kig® 3,558,969
Pledged deposits EHEATR 1,771
Cash and cash equivalents ReERBSZEY 13,962
Total assets of the Disposal Group RHIEHECZHERR
held for sale BEE 22,428,968
Liabilities directly associated with HAEARBEHEEERE
assets classified as held for sale HENAE
Trade and other payables JE AT BR 3k % EL A JE AT 3008 13,783,523
Advances from related parties RS 77 TE 2K 368,959
Contract liabilities ERaE 42,900
Borrowings CE 15,735,828
Total liabilities of the Disposal Group ~ BEDEAFEHENEE
directly associated with assets EEEENHEREA
classified as held for sale aE 29,931,210
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19 BMEEE 7B

19 Expenses by nature

2019 2018
—E-AF —E-N\F
RMB’000 RMB'000
ARETR AREFT
Amortisation of intangible assets & E#H (KI5E7)
(Note 7) 2,520 2,372
Auditors’ remuneration ZERN N 2
- audit services — 2R 3,084 4,654
- non-audit services — IR EARTS - 84
Bank charges RITHE 86 87
Consultancy and professional BN BEER
fees 10,555 12,348
Cost directly associated with ERCR S g S oL 0) RN
inventories 9,628 9,379
Depreciation of property, plant Mm% - BB MERETE
and equipment [Note 6) (MF3E6) 23,080 27,027
Employee benefits expenses & B 1@ A5 2 (B15120)
(Note 20) 19,708 19,350
Impairment loss on property, plant #1% - BE M ERE
and equipment [E518 19,285 -
Insurance premiums Rz & 695 640
Other expenses HibkZ 10,831 15,609
Total cost of sales, selling and HEMR - HE RS
marketing expenses, general RS - —MR1T
and administrative expenses G 99,472 91,550

20Employee benefits expenses
(including directors’ emoluments)

0 ERERAMNAX(BRE

EFM)

2019 2018
—E-hEF ZE-N\F
RMB’000 RMB'000
AR®F T AREFT
Salaries and wages HFeRkIE 17,941 18,053
Social security costs HERERA 912 1,110
Contribution to pension plans RINEFH B 855 187
19,708 19,350
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e MR MR

20Employee benefits expenses
(including directors’ emoluments)

(Continued)
(a) Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year ended 31 December
2019 are five directors (2018: Five directors). The
emoluments of the five directors (2018: Five directors)
are reflected in the analysis presented in Note 25.
(2018: The emoluments of the senior management
personnel was approximately RMB5,812,000 including
basic salaries, housing allowances, other allowances
and benefit-in-kind of RMB5,491,000 and contribution
to pension plan of RMB321,000].

(b) During the year ended 31 December 2019, no
directors or the five highest paid individuals received
any emoluments from the Group as an inducement
to join, upon joining the Group, leave the Group or as
compensation for loss of office (2018: Same).

21 Other (losses)/gains - net

20 EERABAZ(BIEE
EHM) @

(a)

(b)

hfuGSFHMAL
HEZZ-NF+ZA=+—HL
FE AEBRAUSESHFMAL
AARER(ZE—\F: AKE
F) o REEER(ZT—N\F: 1
BEZ)NMSEIIAMF252 5
MR ZE—NF: BB AE
B & 4 & A R %5,812,000T + &
FBEARTE - FFEEE - EfbERL
NEWMF 2= A R ¥5,491,0007T A
KRR & ET &I A R #321,000
TT) °

BE_T-NFt-_A=1T—HL
FE  AREHBELSRIIEERR
I SH A T NBRERS NA
HEEF AR E R ABRBAER
RARENEARE(ZF—N
F AR -

21 HAp(E518), s FEE

2019 2018
—E-AF —T-)N\F
RMB’000 RMB'000
ARBTR AREFT
Fair value change on derivative PTHETENARE
instruments - embedded 2H—rRRES
derivative in convertible bonds HBARITETA 4,680 255,138
Net foreign exchange (losses)/ HNE (E51R), Wiz 3 5E
gains (Note 24) (ME24) (7,379) 517,097
Gain on disposal of property, HEYE - WEREE
plant and equipment okl 2,659 26
Loss on recognition of obligation MR EEREITH
from financial guarantee (Note) E1E () - (150,445)
(40) 621,816

Note: The amount represents the financial obligation taken up by the
Company for the extinguishment of financial liabilities upon issuance
of convertible preference shares (see Note 12(b] for further details).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR MR

22 Finance income and costs

22 i E Wam K AR

2019 2018
—E-hE —E-N\F
RMB’000 RMB'000
ARETFT AREETIT
[ |
Finance income: BEWE
Interest income from bank RITFREFI B
deposits N 80 27
Imputed interest income HEFBUA 34,302 46,924
34,382 46,951
Finance costs: RE A
Interest expenses MERX
- Borrowings — &= (70,687) (63,786)
- Promissory notes — A E (117,973) (105,164)
- Convertible bonds — AT RES (142,833) (222,061)
Net foreign exchange losses HINGE 5 RS RR (P =T 24)
(Note 24) (55,454) (109,954)
Less: borrowing costs capitalised & : EA(LBIEFK A 30,126 14,556
(356,821) (486,409)
Finance costs - net MERAE - FE (322,439) (439,458
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e MR MR

23 Income tax

No Hong Kong profits tax has been provided for the years
ended 31 December 2019 and 2018 as the Group had no
assessable profits in Hong Kong. All PRC subsidiaries and
the Kyrgyzstan subsidiary are subject to EIT rates of 25%

and 10%, respectively.

The tax on the Group’s results before tax differs from the
theoretical amount that would arise using the weighted

average tax rate applicable to results of the consolidated

entities as follows:

23 firig

A AR B AR BB B A R AR B
M BREE—ZT-NER-_F—\F
TZA=t-RLEFEIEABFEFNE
BiEL RS - RATEMEAR RSHE

= HTHT B A B A Bl #225% M 10% A 1B

KSR

7S I AT 2 4R ) B BB ER R
A BB N ET AR R EE
MITHEE TR

2019 2018
—E-hE —ET-N\F
RMB’000 RMB'000
AR®T R AREBTFT
(Loss)/profit before income tax BRETIS BRI (E518),
Al (374,204) 2,207,048
Tax calculated at domestic tax LB ARRFIFTEA
rates applicable to profit of BB AT E 5T H Y
respective companies IR (4,267) (1,849)
Income not subject to tax BRRB W = (159) (4,615)
Expenses not deductible for tax AR
purposes 14,124 6,377
ltems which no deferred income — RIERIBLEFSHEE
tax asset was recognised #IEH - 87
Utilisation of previously B SR A E R TR IR
unrecognised tax losses i (9,698) _
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e MR MR

23 Income tax (continued) 23 Fi S P

A tax audit on the Kyrgyzstan incorporated subsidiary was B AT EMRIEE S & B S A sz A B
planned but postponed due to the declaration of state BRARANBBEZ  2EABRRSZ
emergency and enforcement of work from home practice T-NmEE BT TF=HHAH
imposed by government in Kyrgyzstan since mid March HEERSTHERAEMERE AR 2RRE
2020 as a result of the outbreak of Coronavirus Disease BEIERIIEEN - sz 0
2019. Conclusion of the tax audit may result in non- SERE TR AR - mSZziE
deductibility of certain expenses hence there could be RANBBRAGFETEENL - BEL
uncertain tax positions attributable to the subsidiary. Up SEEHEE - MRS EIPT M AR E TR ISR
to the report date, the tax audit is yet to be carried out by % oo W FEE R MUBF FARIESFR
the relevant tax authority. There is no specific basis which [E- A EEERARERBARS
indicated potential adjustments were warranted. As such, MEHTCETSHIELREINIBERE -

the management considers no additional tax provision for

Kyrgyzstan corporate income tax is required at this stage.

24 Net foreign exchange (losses)/gains 24 HME (E518) WK S48

The exchange differences (charged)/credited in the profit (30B%),FHABZEE S ZEaT

or loss are included as follows:

2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
AR¥T ARETFT
Net foreign exchange (losses)/ A HY INE
gains taken to: (E518), /W F88
Other (losses)/gains - net Hith(E518), W=
(Note 21) —FR(MRE21) (7,379) 517,097
Finance costs [Note 22) BB R A (B sE22) (55,454) (109,954)
(62,833) 407,143
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B IR R MR

25 Benefits and interest of directors B EERmRER

(a) Directors’ emoluments (a) E=HM
The emoluments of every director are set out below: BREEEHMNOT :
For the year ended 31 December 2019: BE-_Z—-NF+=-_A=+—81t
FE

Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking

R-fALERES(FARLASANBLTAR ORHT AORYHE

Emoluments paid
or receivable in
respect of director's
other services in
connection with the
management of the
Basic salaries, Employer's  Remunerations paid affairs of the
housing allowances, Estimated money ~contributiontoa or receivable in Company or
other allowance and Discretionary value of share based retirement benefit respect of accepting its subsidiary
Fee benefit-in-kind honuses payment scheme  office as director undertaking Total
EAI% HERALTY
R HRfaER AHRAILEN
Aozk B TERY REASE  BBNESRE  SHEfapEs
e REYHE REA SHEE BEfE  SHIEUME BECHIBUNE i
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMBO0D  RMBO0O

AERTR ARRTR ARBTR ARRTR ARRTR ARRTR ARRTR  ARRTR

019 50
Executive directors BEE
Chen Qiang [} EE - 1,500 - - 16 - - 1518
Hong Liang it - 1,000 - - 115 - - 1115
Wang Tao i) Tl - i - - 5 - - 9
Ihu Wen Hua Rk - 1,000 - - 100 - - 1,100
Thang Ming [l Gl - (] - - - ]
Independent non-executive BuiHfEs
directors
Wang Jin Lian ThE 3 - - - - - - kil
Thou Zhan B 3 - - - - - - kil
Lam Cheung Mau W& kil - - - - - - 3N
Total emoluments EHe 951 4,374 - - 288 - - 5,613
Notes: 5L
(i) Being the Chief Executive Officer of the Company. i)  BIRRBIHERITE °
(i)~ Wang Tao and Zhang Ming resigned as executive directors on i)  FEEKPR=-ZZT—NFNAT+HEE
10 June 2019. ERITES -
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e MR MR

25 Benefits and interest of directors 25 EEFS RS @

(Continued)
(a) Directors’ emoluments (Continued) (a) ES%HM a0
For the year ended 31 December 2018: HE-_EZ-N\F+-_A=+—H1t
FE - =
Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking
H-EATERERMERDAENBATAR M RAE AoRNHE
Emoluments paid
or receivable in
respect of director's
other services in
connection with the
management of the
Basic salaries, Employer's  Remunerations paid affairs of the
housing allowances, Estimated mongy ~contributiontoa~~ or receivable n Company o
ather allowance and Discretionary value of share based  retirement benefit ~ respect of accepting its subsidiary
Fee benefit-in-kind bonuses payment scheme  office as director undertaking Total
EAI% HERELTY,
R IR AERA EMBRTREY
EthEd Rt RRERRE ARAESER  SHRMAMER
#e RENHE Higieal SHEE WEIHR  ENSEKEE BRENIEMEE &t
RMB000 RMB000 RMB000 RMB000 RMB'000 RMBI000 RMBODD  RMBOOD
NEHTT NERTL ARBTT ARETT NERTT NE#TTL NRETL  ARETL
018 N
Executive directors 42
Chen Qiang (I 5] - 1,500 - - 13 - - 1513
Hong Liang ita - 1,000 - - 107 - - 1107
Wang Tao Iz - 1000 - - 0 - - 1107
Ihu Wen Hua KU - 999 - - % - - 1093
Thang Ming &4 - %92 - - - - - 9
Independent non-executive BUkES
directors
Wang Jin Lian IhE 30 - - - - - - 0%
Zhou Zhan AR 304 - - - - - - 304
Lam Cheung Mau & 30 - - - - - - 30
Total emoluments e 912 h491 - - R - - 6,12
Notes: Bt
(i) Being the Chief Executive Officer of the Company. (i) ENARBERBITE ©

(b) Directors’ retirement benefits and b) EENERARBRIRLLLE

termination benefits FEH
None of the directors received or will receive any FRN - BEEEYIHBESFEMERE
retirement benefits or termination benefits during the Rer& tEARN(ZE—N
year (2018: Nil). Fm) e
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B IR R MR

25 Benefits and interest of directors 25 EEFS RS @

(Continued)

(c) Consideration provided to third parties for c) MRMUESHREME@E=
making available directors’ services FREZEE
During the year ended 31 December 2019, the HEZZE-NF+ZA=+—AH1t
Company did not pay consideration to any third FE  AARBERREHRESRY
parties for making available directors’ services (2018: mAERE= XN ZHE(ZF
Nil). —N\F ) o

(d) Information about loans, quasi-loans d mEE SZSESEE4H
and other dealings in favour of directors, MEZAERKRZESNE
controlled bodies corporate by and EXRREHNER - £8
connected entities with such directors MREMRZER
There are no loans, quasi-loans and other dealing BEARES  IZEEFEHD
arrangements in favour of directors, controlled EANBENZESNEET RS
bodies corporate by and controlled entities with such MER  EERREMRZ HLHE -
directors (2018: Nill. —E-N\FE\E) o

le) Directors’ material interests in le) EBEXRS - R¥HEE
transactions, arrangements or contracts ZEKER
No significant transactions, arrangements and REEMEIVERAEBEKE
contracts in relation to the Group's business to which B mMASEESEERSIEERES
the Group was a party and in which a director of the B AR RS B PN R s M) B RS
Group had a material interest, whether directly or FEZEARR S  THERAR(Z
indirectly, subsisted at the end of the year or at any E—N\F :|E)o
time during the year (2018: Nil).

26 Earnings/(loss) per share 26 ZIREF,(BE)

(a) Basic earnings/(loss) per share (a) EREAXER,(FHE)
Basic earnings/(loss) per share is calculated by GREAREBAN (FBB)NEES
dividing the results attributable to equity holders of ERBARNEEREE ARGEE
the Company by the weighted average number of BRAFRE TS BRI
ordinary shares in issue during the year. 2o

2019 2018
—E-hEF —E-N\F
RMB RMB
AR AR

(Loss)/earnings from continuing ~ REFHEL L EBH
operations per share BIR(EE), &R (0.03) 0.75

Earnings/(loss) from discontinued 2R B8 B4 1IEE R

operations per share FhREN,(EE) 0.04 (0.80]
Earnings/(loss) per share BREF,(&E) 0.01 (0.05)
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e MR MR

26 BRER,(EE) @
(b) SREHEEF (B8

26 Earnings/(loss) per share (continued)
(b) Diluted earnings/(loss) per share

Diluted (loss)/earnings from continuing
operations per share

Diluted loss from continuing operations per share
for the year ended 31 December 2019 is the same
as basic loss for continuing operations per share
as the potential dilutive ordinary shares were not
included in the calculation of diluted loss per share
as their inclusion would be anti-dilutive (2018:
Diluted earnings from continuing operations per
share is calculated by dividing the results from
continuing operations attributable to equity holders
of the Company by the weighted average number
of additional ordinary shares that would have been
outstanding assuming the conversion of all dilutive
potential ordinary shares).

K E B E R I
B (EE) BT

BE-T-NFt-_A=1T—HLt
FE  BELEEBNEREEES
BERSELLESERENERNA
[ - TRt ESREEERR R
FRAABEEEL BR(GGTARESL
RESE) (ZFT—\F : FHELES
B EREERN AN R B s
FAARGHBREEERUARR
FrE AEEE BT T AREERR
1 T EITEINVERINE AR I
FHHFESFL)

2018
—FT-N\F
Earnings from continuing operations AT E BREE RN 2 &
in calculating diluted B e BRI BT
earnings per share (RMB'000) (AR®BFT) 2,365,007

Weighted average number of ordinary
shares in issue

Diluted earnings per share
(RMB per share)

SRR
(SRARMT)

BT E BRI

4,882,216,165

0.48

Diluted [loss]/earnings from discontinued
operations per share

For the year ended 31 December 2019, since there is
loss from continuing operations per share, no dilutive

impact from discontinued operations is presented.

For the year ended 31 December 2018, diluted loss
from discontinued operations per share is the same
as basic loss from discontinued operations per share
as the potential dilutive ordinary shares were not
included in the calculation of diluted loss per share

as their inclusion would be anti-dilutive.

ERIFREBERAE (FR)
Wz
BE-Z-NF+-A=+—ALt
FE - ERBEEEEBELER
518 - B 2 SRS T
MBEE -

BE-T-/\Ft-_A=1T—HLt
FE - CRIEEBESREEERR
BERIEEHEBRERERER - J5
BREFESREEEER KA
BrEgsEaRGIABEERE
B) e
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26 Earnings/(loss) per share continuess 26 FIREF],(E518) @)
(c) Reconciliations of earnings used in (c) AUSEESREENER

calculating loss per share R -
2019 2018
—E-hE —T-N\F
RMB’000 RMB’000
AR¥EFR ARBFT

Basic and diluted earnings/(loss) SREXR#HBEREF,

per share (B8])
(Loss)/profit attributable to equity AR REZTEHEAF A
holders of the Company ek (E1R),/FIE
- Continuing operations — B REERS (378,270) 2,213,293
- Discontinued operations —BRILES 515,590 (2,351,654)
137,320 (138,361)
2018
—T-)N\F
RMB'000
AREBFT
Diluted earnings per share BREEER
Profit from continuing operations & & LA HFE
attributable to the ordinary BEN AT ERE
equity holders of the Company: B A :
Used in calculating basic AR E B IRERRN
earnings per share 2,213,293
Add: interest savings on o ARRES TS
convertible bonds 122,874
Add: exchange effect on N : AIHRARE S HO R
convertible bonds g 28,840
2,365,007
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26 BIREF(E8)w
(d) FED B2 METER G

26 Earnings/(loss) per share (continued)
(d) Weighted average number of shares used

as the denominator

HE
2019
—B-hEF

2018
—E—N\EF

Weighted average number of
ordinary shares used as the
denominator in calculating

basic earnings per share

Adjustment for calculating
diluted earnings from

continuing operations per

F1ED & 2 It 15 3%
BREE R ERE
REF

R SRR 575
PSS RS AT 2
A

11,581,911,233

2,941,266,904

share:
- Convertible preference — AERERR N/A

shares T A 268,723,288
- Convertible bonds — AR E S N/A

T A 1,672,225,973

Weighted average number of RED & 2 g F9E

ordinary shares used as the AR B E GRS

denominator in calculating SERF N/A

diluted earnings per share TiE A 4,882,216,165

27 Dividends 27 IR &

The Board has resolved not to declare for the payment of EEGERBETRERE_ZT-NAF+
final dividend for the year ended 31 December 2019 (2018: A=t BLEEEZRERE(ZE
NiL). —N\EF |-
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28 Notes to the consolidated statement 28 S BE & RE R

of cash flows

(a) Cash generated from operations

(a) BEMERE

2019 2018
—E-NF —T-)N\F
RMB’000 RMB'000
AR®T R ARETFT
Continuing operations BELSEER
(Loss)/Profit before income tax  BRFTSELAT(&E), /FIHE (374,204) 2,207,048
Adjustments for: HUTRIAELFE
- Amortisation of intangible —fER A (M EET)
assets (Note 7) 2,520 2,372
- Depreciation (Note 6) —Hr & (HI7E6) 23,080 27,027
- Fair value gain on derivative —PTEemIANARE
financial instruments Weas (FEsE21)
(Note 21) (4,680) (255,138)
- Provision of restoration cost ~IR1E R 7B 1,333 -
- Impairment loss for property, - - WE MKFRERE
plant and equipment [E518 19,285 -
- Interest income (Note 22) — F B A (BH3E22) (34,382) (46,951)
- Interest expense (Note 22) — A BAX (M:F22) 356,821 486,409
- Gain on disposal of —HEWE - BELRED
property, plant and Yezs (M95E21)
equipment (Note 21) (2,659) (26)
- Loss on recognition of — R BEREENEE
obligation from financial (MH5E21)
guarantee (Note 21) - 150,445
- Unrealised exchange (gains)/ —REREH (W), BB
losses (6,953) (517,097)
- Gain on extinguishment of — AT A EHRE ST AR
financial liabilities upon HReRAE BN KA
issuance of convertible
preference shares - (2,067,284)
Changes in working capital: LEESE
- Inventories -FE 1,305 (2,624)
- Trade receivables, and other — MK BR R % ELAth FE
receivables, prepayments WoRkaE - R RIE Rige
and deposits (11,164) (2,613)
- Trade and other payables — FET BRI E At JE < 7B 5,765 70,075
Cash (used in)/generated from FEREEB(FR)
continuing operations Frigii&e (23,933) 51,643
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of cash flows (continued)
(b) Net debt reconciliation

e MR MR

28 Notes to the consolidated statement 28 S4B & FRE XM T @

(b) EHFEEA R

2019 2018
—E-NEF —E-N\EF
RMB’000 RMB'000
ARET T ARBEFTT
Cash and cash equivalents BeMBEeEBY 42,851 9,274
Borrowings - repayable BR——FAEE
within one year (including (BREEX)
overdraft) (2,657,418) (2,846,337)
Borrowings - repayable BR——FREER
after one year (937,125) (794,094)
Net debt (EVOE ] (3,551,692) (3,631,157
2019 2018
—E-hEF —ET-NF
RMB’000 RMB'000
AR¥T ARETIT
Cash and cash equivalents B NIBEEEYD 42,851 9,274
Gross debt - fixed interest B M RE — & E F %R
rate (3,133,300) (3,040,844)
Gross debt - variable BB — B =R
interest rate (461,243) (599,587)
Net debt fE1% 558 (3,551,692) (3,631,157
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B IR R MR

28 Notes to the consolidated statement
of cash flows (continued)
(b) Net debt reconciliation (Continued)

28 REHRERERM T @

(b) B FEELERE)
BE-—T-\ER-T-NE+=
B+ Bt EMEEFES

Movements in net debt for the year ended
31 December 2018 and 2019:

& -
Other
assets Liabilities from financing activities
Hf&E HEEBAR
Finance Finance
leases due  leases due Borrowings Borrowings
Cash/bank within after  duewithin  due after
overdraft 1 year 1 year 1 year 1 year Total
RBe/B -ERIE -FAEE -EFRIE 5439
Bx MWRERE HHEEE MiER WiEE gt
RMB000  RMB000  RMB000  RMB'OO0  RMBOO0  RMB'000

ARETL ARETR ARBTRL ARMTR ARETR ARETR

Net debt as at 1 January 2018 RZF-\E-A-A

RERFE 69858 (18,110] (6271) (20,027001) (3,848,769 (23,830,293
Cash flow Rt (47,006) - - 18LTTR 444405 (308,836)
Foreign Exchange movement SEE 384 - - (78392) (31562 (109,570)
Other non-cash movement (Note i AR Eg () - 18,110 6211 6806537  [1,935,104) 4,895,814
Transferred to (assets)/liabilities EERBALELEN
classified as held for sale (BE)/8E (13962) - - 10230288 5505200 15721528
Net debt as at 31 December 2018 R-E-NE+-A=1-H
RERFE 9,274 - - (2,885,793 (754,638)  (3,631,157)
Cash flow BeR 33,212 - - 109,692 (211,022) (68,118)
Foreign Exchange movement HEZF 365 - - (40,587)  [14,867) (55,089
Other non-cash moverent (Note ii] EtFERE 2 (M) - - - 159,270 43,402 202,672

Net debt as at 31 December 2019 R-E-NE+-A=1-H

HEHFE 42,851 - - (2,657,418)  (937,125]  (3,551,692)

Notes: MizE -

(i) Other non-cash movements during 2018 mainly include (i} an (i)

“E-N\FOEMIFRS LB BIE)

increase in Remaining Group of RMB717,993,000 due to the
settlement of convertible bonds by conversion of shares, [ii)
an increase in Disposal Group of RMB3,687,489,000 due to
settlement of borrowings by issuance of preference shares
and repayment by funds from third party and [iii) an increase
in Disposal Group of RMB351,577,000 due to repayment of
borrowings by court compulsorily using the proceeds of land
auction.

Other non-cash movements during 2019 mainly include (i)
an decrease of RMB311,203,000 due to the settlement of
convertible bonds by conversion of shares, [ii] an increase of
RMB142,833,000 due to the interest amortisation of convertible
bonds, [iii] an decrease of RMB34,302,000 due to imputed
interest income of interest-free loans.

CHINA HUARONG ENERGY COMPANY LIMITED
RROBRDA

LA B8 3 iR (0 (B 5 AT IR IR 5 8 B ik
T & B 8% i A R #717,993,0007T
(ABETEERRE-HEEES
ENERERLESEEMARE
3,687,489,0007T ¢ K (iii)yZ BE 58 il LA 48
BIHAERBEENEREBLES
3% 1 A R #351,577,0007T °

ZE-NFHEMIERSEHEE
BRENEERO N EE AT REESE
R A A R #311,203,0007T ¢ (i) 7]
HMIRESOF BB EEBOEMARYE
142,833,0007T ; (i) B B A HEE F|
BIABHUR L AR¥E34,302,0007T °
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e MR MR

29 BBERREH

29 Financial guarantee contracts

2019
—E-hEF

RMB’000
AR®T

Financial guarantees (Note)

BT HEAR (BRE)

6,545,144

6,545,144

Note:

The Group has provided guarantees to certain financial institutions in the
PRC in respect of borrowings of the Disposal Group. Under the financial
guarantee contracts, the Company is required to make payments to the
financial institutions should the Disposal Group default on the borrowing.
As at 31 December 2019, the total value of the guaranteed borrowings
outstanding was RMB6,545,144,000 (31 December 2018: RMB7,329,803,000).
Despite the risk of such guarantee to be exercised by the financial
institution considered to be low, the Group has recognised financial
guarantee contracts of RMB6,545,144,000 considered the maximum
exposure according to the contractual obligation. Both the guarantee and
provision shall release upon the completion of the transfer and discharging
of the relevant guarantee.

As at 31 December 2019, the change in provision for financial guarantee
contracts of RMB13,333,000 (2018: Nil] mainly represents the accrual
of interest expenses on the outstanding guaranteed borrowings of
RMB206,880,000 since the date of disposal and the release of the
principal and accrued interested expenses of a guaranteed borrowing of
RMB220,213,000.

30 Capital Commitments

Capital expenditure committed at the end of each
reporting period but not yet incurred is as follows:

s -

AEEOHEEEEZERAPEE TS REE
RHER - BEVBEEREL  MEEEEER
B RNARERSBEEMR - RZT—NF
+ZA=+—8 " BERKRBEERAEE
#6,545,144,000c( = —\F+=ZA=+—H :
AR #7,329,803,0007T) © @& E 15 B M BB TTE
NZERERERARRER - EAEEERESH
EBEERRRARAEERVBEEREHARE
6,545,144,0007C ° &R B E e RRER N EE
2 fRRR TR T UARRRR ©

RZE-—NFF+ZA=1+—8  BBHEREHHE
HEE B ARK13333,000T(ZS—N\F : &) -
FEREBRFERAS ARKEEERERNE
A E R AR #206,880,0000T © LA R IERE R
BIFEETF B F 2 AR #220,213,0007T ©

> 2t

BN
REREBRDAABRARAELEHER
Bz a0 -

2019 2018
—E-NF —T-)N\F
RMB’000 RMB'000
ARBTR ARETT
Property, plant and equipment M - BFER&E
- Contracted but not provided — B ETHE N RS
for - 65,389
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31 Related party transactions

Fine Profit Enterprises Limited (a company incorporated in
the British Virgin Islands) ("Fine Profit’] owned 9.43% of
the issued shares of the Company as at 31 December 2019
(2018: 9.43%), before taking into account the additional TRMH(ZE—)\F : 9.43%) » Rt &
shares issued upon conversion of various convertible B T ARE I TRREIMNE
instruments. Fine Profit was wholly-owned by Mr. Zhang DRl e AR —_E—NF+_B=+—
as at 31 December 2019. HEREEZEHER -

M EHLERS

FHEEFRAR(NEBELZEST
Rz g) (HFMDHR=_T—NLF
+ZA=+—BEBALRRRLINE B

ARBEFAR NIARIBNFARLER
SEETR B BB EHROERTT

The directors of the Company are of the view that the
following companies were related parties that had
transactions or balances with the Group during the year:

Name

=L

Relationship with the Group
HEASENBER

Shanghai Ditong Construction (Group) Co., Ltd.
it ERREEBRAA

Smart Frontier Limited

Crystal Mont Limited
Jiangsu Xu Ming Investment Group Co., Ltd.
IEHERRERERRAR

Nantong Rongsheng Infrastructure Accessories Co., Ltd.

HRRRARRERETRARAA

Jiangsu Rong Tong Marine Mechanical and Electrical Co., Ltd.

TEHBREIREERAF
Nantong Drawshine Petrochemical Co., Ltd.

FRERAHETARAR

Shanghai Sunglow Investment (Group) Co., Ltd
LEGHEREEBIBRAF

Dynamic Great Limited

Zhang Jiping
AT

New Continental Qil & Gas (HK] Co. Limited
HAERRIBEBIERAT

CHINA HUARONG ENERGY COMPANY LIMITED
222 ¢

ERERROBRLA

Entity controlled by a shareholder/close family
member of Mr. Zhang

R—EZRR/REERBIEHOER

Entity controlled by a close family member of
Mr. Zhang
RREERBEHNER

Entity ultimately controlled by Mr. Zhang
RRFEREEHOER

Entity ultimately controlled by Mr. Zhang
RRFEREEHOER

Entity ultimately controlled by Mr. Zhang
RREEREEHNER

Entity ultimately controlled by Mr. Zhang
RRAEREEHNER

Entity controlled by a shareholder/close family
member of Mr. Zhang

X—ERE/REERKBEHINER

Entity controlled by a shareholder/close family
member of Mr. Zhang

X—ERE/REERKBEHNER

Entity controlled by a shareholder (close family
member of Mr. Zhang]

S ABRE(RELFE)ZHINER

Director of a subsidiary

MELRES

Shareholder
e
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During the year ended 31 December 2019, the Group
carried out the following transactions with the related

parties:

(i) Year-end balances with related parties
As at 31 December 2019 and 2018, the balances are

interest-free, unsecured and approximate their fair

values. All these balances are repayable on demand.

e MR MR

31 Related party transactions (continued) 3N B A RS w

BE_T-NF+-_A=1T—BL*F

B AEEEEERTATRS

(i)

R N EREEER
RZE—NER-_ZF-N\F+=A

=t—H @SHLRE - BEER

BERAERE - MEXFHEHRY

AR BREER -

2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
ARET T ARETT
Other payables - non-trade Hi N FIE—E S
(Note 15]: M (FFFE15):
- Entities controlled by — SR ER—BR
Mr. Zhang or R/REERE RS
a shareholder/close K EES
family members of
Mr. Zhang 12,899 13,023
- Adirector of a —MBARES
subsidiary 17,967 20,785
30,866 33,808
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31 Related party transactions icontinued)
(ii) Guarantee by the shareholders and related

parties

As at 31 December 2019, certain borrowings totaling
RMB2,601,530,000 (2018: RMB2,885,105,000) are
secured by certain shareholders and the controlling
entities of certain shareholders.

(iii) Borrowings from a director of a subsidiary

As at 31 December 2019, no security-free and
interest-free borrowings were provided by a director
of a subsidiary (2018: Nil] for working capital

purposes.

(iv) Borrowings from related parties

(v)

As at 31 December 2019, certain related parties
provided security-free facilities up to USD250,000,000
(2018: USD250,000,000), RMB40,000,000 (2018:
RMB40,000,000) (totalling equivalent to approximately
RMB1,780,800,000 (2018: RMB1,807,192,000)] for use

by the Group for working capital purposes.

Key management compensation

Key management includes directors. Details of key

management compensation are disclosed in Note 25.

CHINA HUARONG ENERGY COMPANY LIMITED
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MNBEHELTRXZw
(ii) MR EAH iR ENER

R-ZZBE—hE+-_A=+—H0 &
TFrEHE £ ARK?2,601,530,0007T
—E—)N\F : AR#2885,105,000
TL)RH TREREIEREERESR
ER o

(iii) BB RAIEBAVERR

A—E-NF+_A=+—H" W
BRRAESFATEEHELTRLE
EBR(—E-N\F: )L EES
Rk -

liv) BEEETS BYIERR

(v)

WZZE—-—NAF+=ZA=+—8"
ETHBAREERARESR
%250,000,000% ( = & — N\
£ : 250,000,000 L) - AR ¥
40,000,000c( ZZ—NF: AR
#40,000,0007T ) (& HBE R L
AR #1,780,800,0007T( =& — N\
& AR¥1,807,192,0007T) ) A
SEEEEESAE -

B EEE T
MRERECEES - BREEE
FE B M EE25IRE -
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32 Particulars of principal subsidiaries 32 = ZEM{B A T515

(a) As at 31 December 2019, the Company has (a) R=BE—HE+=-B=+
direct and indirect interests in the following — B ARBRUTHE
subsidiary: AREEEERBEER

Place of Issued/
incorporation/ Date of incorporation/  Type of legal ~Principal activities and paid-in  Equity interest attributable
Name establishment ~ establishment entity place of operation capital to the Group
ifay/ iR/ BEfT/
R Rig%  HIAM EERREE  IERMREEMY HEks A&EELRE
2019 2018
= S
Rongsheng Capital Limited Cayman 16 Jul 2010 Limited liability ~ Investment holding; HKD10 100% 100%
‘ Islands company Hong Kong
REETERLTY FEEE  CE-TELAYMA ARLA RERR: B8 1037
Ocean Sino Holdings Limited British Virgin -~ 18 Jan 2010 Limited liability ~ Investment holding; U1 100% 100%
Islands company Hong Kong
ZBRaBE “E-RF-ATAR AROA RERR B8 %7
Capital Sign International Limited British Virgin-~ 26 Mar 2009 Limited liability ~ Investment holding; USD1 100% 100%
Islands company Hong Kong
ABREEE “ERAESACTRA BRLA REBR B8 E3p
Dragon Courage Investments British Virgin -~ 2 Apr 2009 Limited iability ~ Investment holding; UsD1 100% 100%
Limited Islands company Hong Kong
BREEE _TTAENACE ARLA REAK: B %7
Glory Source Limited HongKong 25 Jan 2010 Limited liability ~ Dormant HKD! 100% 100%
company
REBRAR 3 R-FE-ACTRR ARAA g8iz I&T
Warld Profit Corporation Limited Hong Kong 5 Feb 2010 Limited iability ~ Dormant HKD1 100% 100%
company
EfBRAT B TE-ZECARR BRAT gLz 1ET
Radiant Business Global Limited British Virgin -~ 3 Sep 2014 Limited Uability  Investment holding; UsD1 100% 100%
Islands company Hong Kong
BRRRERLE ABREEE “T-MEARZR BRLA RERR: B8 38
KelpreiaxepHegreras Kyrgyzstan 13 Aug 2013 Limited liability ~ Oil and gas exploration  K65100,000 60% 60%
“Kyrgyzjer Neftegaz Limited company and production and
Liability Company® sales of petroleum
ERENAERRERAD product; Kyrgyzstan

LELY “E-SENATSE BRAR TARRARHRREE ZREHZRR
WREHREREE:E 1000007

L
Crown Winner Investment Limited Hong Kong 8 Nov 2013 Limited liability  Investment holding; HKD10,000 60% 60%
company Hong Kong
FERERRAT Bk “ESET-ANE RRAA REBR: B8 10,0087

ANNUAL REPORT 2019
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32 Particulars of principal subsidiaries 32 T ZK{B A F*EFE @

(Continued)

(a) As at 31 December 2019, the Company has (a) R=BE—HE+=-B=+
direct and indirect interests in the following — B XARRUTHE
subsidiary: (Continued) NAFEAEENK B

(%)
Place of
incorporation/ Date of incorporation/  Typeof legal  Principal activities and lIssued/paid-in  Equity interest attributable
Name establishment ~ establishment entity place of operation capital to the Group
L/ R BEf/#R
B I dfEY/RIRR  EEREEE  IEXHREEMR Bx KREELRE
2019 2018
ZE-0E ZE)E
Central Point Worldwide Inc. British Virgin-~ 19 Jun 2014 Limited liability ~ Investment holding; UsD100 60% 60%
Islands company Hong Kong
ZBRaEE _EF-MEAATAR AROA REBR: B8 100%7
Huarong Energy Australia Pty Australia 16 Nov 2018 Limited liability ~ Investment holding; AUD 1,000 100% 100%
Limited company Australia
3 ZE-N\Et-RATER ARAA REBR : BN 100027
Greatest Time Limited British Virgin 26 Sep 2018 Limited liability  Investment holding; USDa0,000 100% 100%
Islands company Australia
FERSEE —T-EAACTAR ARAE RASE 2H 50000%7
Xinjiang Huarong Haijia Energy PRC 4 May 2018 Limited liability ~ Oil and gas exploration ~ USD1,050,000 100% 100%
Co,, Ltd company and production and
HEERERNRARL sales of petroleum
product; PRC
T “E-N\ERARE ARAA BREXRRERRAE 1050000%7
NRRRERHE
e
Archewell Enterprise (HK] Limited ~~ Hong Kong 22 Jul 2019 Limited liability ~ Commodity trading; HKD1 100%
BROEERERL company Hong Kong
B “R-NECAZTIR ERLA BmRs B (o
Shanghai Huijiu Energy Technology ~ PRC 26 Jun 2019 Limited liability ~ Commodity trading; USD100,000 100%
Limited company China
LEEAERRRARAR
e ZE-NERAZTRE ERLA AR P 100,000%7C
Ocean Power International Hong Kong 28 Jan 2010 Limited liability ~ Investment holding; HKD1 100% 100%
Industrial Limited company Hong Kong
BRARERERAA Bt ZE-RE-ACTNE BRAT RERK: B &7
Ocean China Investments Limited Hong Kong 12 Jan 2018 Limited liability  Investment holding; HKD! 100% 100%
company Hong Kong
BT (B AR AR (i “2N\E-RTZR 0 RRAA REBR: B8 &7
Fancy Asia Limited Hong Kong 21 Mar 2018 Limited liability ~ Investment holding; HKD1 100% 100%
company Hong Kong
ERERAT e ZE-\f=AZ1t-B BRAT REAE: &k 187
# Shares held directly by the Company # BROBARBEREEE
* For identification purpose only * R
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32 Particulars of principal subsidiaries
(Continued)
(b) Summarised financial information on a

Y
e SRR EE
R FEMRBLAAFE@®

(b) FEREARIFEZERERAIHT

subsidiary with material non-controlling BATNHBERFEE
interests
[ |
il Kyrgyzjer Neftegaz Limited Liability i) ZHZETALE BRER
Company AY=7)
Summarised statement of financial position AR R R E
2019 2018
—E-hEF —T-N\F
RMB’000 RMB'000
AR®T T AREFTT
Current mE
Assets BE 22,776 9,200
Liabilities a8E (2,572,331) (2,745,065)
Net current liabilities M BEFRE (2,549,555) (2,735,865)
Non-current ERH
Assets BE 2,283,064 2,449,610
Liabilities afE - (8,600)
Net non-current assets FERBEEFEE 2,283,064 2,441,010
Net liabilities BEFHE (266,491) (294,855)

The information above is the amount before

inter-company eliminations.

BB A R S8 AT A

T
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32 Particulars of principal subsidiaries
(Continued)

(b) Summarised financial information on a
subsidiary with material non-controlling
interests (Continued)

2 FTEMBRARFBEw

(b) 8 E ARIEIERRER AR
BAaNBBEREE @

il Kyrgyzjer Neftegaz Limited Liability li| ZHEZEAEBRER
Company (Continued) 23 ] (%)
Summarised statement of comprehensive FHREERBRE
income
For the year ended For the year ended
31 December 31 December
2019 2018
BE-Z-hF BE-ZT-N\#F
+=—A=+—H +=—A=+—8H
LtHFE ILFE
RMB’000 RMB'000
AR®TR AREFT
Revenue Weas 47,747 48,995
Profit before income tax B PS A0 AR R A0
and total comprehensive ZHEW AR
income 28,364 92,032
Total comprehensive A E BT
income allocated to ZHEWABEE
non-controlling interest 4,354 3,511

CHINA HUARONG ENERGY COMPANY LIMITED
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32 Particulars of principal subsidiaries
(Continued)

(b) Summarised financial information on a
subsidiary with material non-controlling
interests (Continued)

lil Kyrgyzjer Neftegaz Limited Liability
Company (Continued)

Summarised cash flows

e SRR EE
R FEMRBLAAFE@®

(b) HEBEEAFFERER A
BRI BERBE@®
lil ZEZEAEBRER

23 7] (%)

BenEHmE

For the year ended For the year ended
31 December 31 December

2019 2018
BE-Z—h&F HE_Z—N\F
+=—HA=+—8 +-—A=+—H
LFE LEFE
RMB’000 RMB'000
AR®TF T AREFT
Net cash used in KRB TR & F 5
operating activities 8,041 110,020
Net cash generated from  1&&E/FEFEREFHE
investing activities (5,598) (121,341)
Net cash generated from  BUE/FEFTSIR S FHE
financing activities (688) 9,763
Net increase/[decrease) RENRBRESEEYD
in cash and cash #hn, CRd ) iFa8
equivalents 1,755 (1,558)
Cash and cash FYRe KR CEEY
equivalents at
beginning of the year 693 2,251
Cash and cash FBe RIREEEY
equivalents at end of
the year 2,448 693

The information above is the amount before

inter-company eliminations.

b E R R R R S8 AT A
TE -
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32 Particulars of principal subsidiaries 32 T ZK{B A F*EFE @

(Continued)

(b) Summarised financial information on a (b) #EHE RIFIEMRAERS AT
subsidiary with material non-controlling B AT BEREE @)
interests (Continued)

lii] The Disposal Group lii) HEZEE
Summarised statement of financial position AR R E
2018
—ZE-N\F
RMB'000
AREEFIT
Current mE
Assets BE 1,576,258
Liabilities =L (8,696,941)
Net current liabilities mEBaEFERE (7,120,683)
Non-current IEE
Assets BE 3,849,446
Liabilities Al -
Net non-current assets IEREEEFE 3,849,446
Net liabilities aEFE (3,271,237
The information above is the amount before B R AR F R ERTH
inter-company eliminations. SFE o
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32 Particulars of principal subsidiaries

(Continued)

(b) Summarised financial information on a
subsidiary with material non-controlling

interests (Continued)
(i) The Disposal Group (Continued)

e SRR EE
R FEMRBLAAFE@®

(b) 7 E K IEIEMR R AR
B AN HBEREE @

li] HELEE®)

Summarised statement of comprehensive melaRHE
income
For the year ended
31 December
2018
BHE_T—N\F
+=A=+—8
IEFE
RMB'000
ARETT
Revenue W sk -
Loss before income tax BR PSR T 18 (1,180,171)
Income tax FriSH -
Total comprehensive loss P EEIBLRRE (1,180,171)
Total comprehensive loss allocated to 7Bt & FFIE RIS Y
non-controlling interest PHEGEERE (45,348)
Dividends paid to non-controlling IR T I A i 2
interests 8= -
ANNUAL REPORT 2019
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32 Particulars of principal subsidiaries 32 T ZK{B A F*EFE @

(Continued)

(b) Summarised financial information on a (b) #EHE RIFIEMRAERS AT
subsidiary with material non-controlling B AT BEREE @)
interests (Continued)

lii] The Disposal Group (Continued) lii) HEEE &)
Summarised cash flows BeREBE

For the year ended
31 December

2018
BEZZT-N\F
+=ZA=+—H
IEFE
RMB'000
FAxT
Net cash generated from in operating K& /EBFTEIRE F5
activities (71,645)
Net cash generated from investing RERBAISHEFHE
activities 63,953
Net cash generated from financing BMEEBMERESFHE
activities -
Net decrease in cash and cash RekReEEMRIIFHE
equivalents (7,692
Cash and cash equivalents at FURELIACEEY
beginning of the year 8,673
Cash and cash equivalents at end of FRARERIASEEY
the year 981
The information above is the amount before FAUE R R A B fE EE AT A

inter-company eliminations. I
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e MR MR

33 Statement of financial position and 33 X2 BB IR R TR
reserve movement of the Company

2 E

Statement of financial position of the Company A BB AR R R
As at 31 December
BR+=—A=+—H
2019 2018
—E-NEF —E-N\F
RMB’000 RMB'000
ARETT AREFTT
ASSETS BE
Non-current assets FREBEE
Investments in subsidiaries RITBARRIKE 1,514,410 1,514,410
Current assets RBEE
Other receivables and H b WK IE TR AT
prepayments RIE 501 3,086
Amounts due from subsidiaries A NGBl 141,221 149,723
Cash and cash equivalents RENRREEEY 35,238 132
176,960 152,941
Total assets HEE 1,691,370 1,667,351
DEFICIT B AL
Capital and reserves ARARERFTEAEM
attributable to the Company’s EXRFEE
equity holders
Ordinary shares TEIR 2,021,534 1,737,050
Convertible preference shares AT EEHRE S 3,100,000 3,100,000
Share premium N 15 5 (8 8,374,605 8,345,372
Other reserves (Note al HAb i (Fista) 18,099 342,366
Accumulated losses [Note a) ZEtEE(fisTa) (22,270,682) (15,836,917
Total deficit 4 pE5 4 (8,756,444) (2,312,129)
ANNUAL REPORT 2019
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33 Statement of financial position and

reserve movement of the Company

REEHw

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

33 R T MBI EAR R TR KR

(Continued)
Statement of financial position of the Company A BB FEAR R 3R (@)
(Continued)
As at 31 December
W+=—A=+—8
2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000
AR®T T AREF T
LIABILITIES afE
Non-current liabilities FREBEE
Borrowings EEN 521,701 284,893
Current liabilities REBEaE
Other payables HAth FE T 7R 383,952 407,593
Amounts due to subsidiaries FEN B AR FRIE 348,698 394,695
Borrowings B 2,648,319 2,885,105
Derivative financial instruments PTEemI A - 7,194
Financial guarantee contracts MSEREK 6,545,144 -
Current liabilities REBEE 9,926,113 3,694,587
Total liabilities #BaE 10,447,814 3,979,480
Total deficit and liabilities BEMAREE 1,691,370 1,667,351

The Company’'s statement of financial position was

approved by the Board of Directors on 6 May 2020 and

signed on its behalf by

Chen Qiang
BR&
Director

EF

CHINA HUARONG ENERGY COMPANY LIMITED

EREFROBRAE

RRAFNFBERRKREEETEN =
ZTFRARNBIELHTIIA

TREREZEHRSF

Hong Liang
Director

EFE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS J
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33 Statement of financial position and 33 X2 BB IR R TR
reserve movement of the Company FEEE @

(Continued)
Statement of financial position of the Company A BB FEAR R 3R (@)
(Continued)
Note (a) Fi5E(a)
Other reserves
Hp e
Share-based
Capital payment Accumulated
reserve reserve Total losses Total
URBHER
BERFE XSRS st RitEE st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETFT AREFT ARBTT AREFT AREFT
At 1 January 2018 RZZ—NF—A—H 33 364,325 364,358 (2,178,887) (1,814,529)
Loss and total AEEBEREZEER
comprehensive loss for e
the year - - - (13,680,022) (13,680,022)
Lapse of employee share EE BRI
options - (21,992) (21,992) 21,992 -
At 31 December 2018 RZE—N\F
+=—A=+—H 33 342,333 342,366 (15,836,917) (15,494,551)
Loss and total AEEBEREE
comprehensive loss for EEaE
the year - - - (6,758,032) (6,758,032)
Lapse of employee share 1B BB
options - - - - -
Release of other reserves Hib#EED (33) (324,234) (324,267) 324,267 -
At 31 December 2019 RZZ—NF
+=—A=+—H - 18,099 18,099 [22,270,682) (22,252,583)
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34 Contingent Liabilities

As at 31 December 2019, we had contingent liabilities of
RMB853.7 million (as at 31 December 2018: RMB7,329.8
million]), which was resulted from financial guarantees

provided by the Company to Disposal Group.

35 Subsequent event

Following the outbreak of Coronavirus Disease 2019
(“the COVID-19 outbreak”] in early 2020, a series of
precautionary and control measures have been and
continued to be implemented globally. Since the COVID-19
outbreak and global negotiation on oil supply, the oil
prices have dropped significantly subsequent to year end.

In preparing this set of consolidated financial statements,
the Group tested property, plant and equipment and
intangible assets for impairment and no provision for
impairment was made. In performing this assessment,
the Group determined the value-in-use by estimating
the present value of future cash flows of the energy
exploration and production segment based on the
conditions as at 31 December 2019. In the impairment test
on property, plant and equipment and intangible assets to
be performed in 2020, COVID-19 outbreak and its impact
on the present value of estimated future cash flows will be
considered. As at 31 December 2019, the carrying values
of property, plant and equipment and intangible assets are
RMB598,369,000 and RMB1,686,779,000 respectively.

Up to the date on which this set of financial statements
were authorised for issue, the Group is still in the process
of assessing the impacts of the COVID-19 outbreak on the
Group's performance in 2020 and is currently unable to

estimate the quantitative impacts to the Group.

CHINA HUARONG ENERGY COMPANY LIMITED
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L HAREE

RZZE-NF+-_A=1+—8  #MAE
IARBEBARBSTEEL(R T~
NFE+ZA=+—8: AR¥7329.88
BiL)  WIHARARRR L EEER
R TRIRATEL

HiIRE18

BT _ZTFEYBE_T—NEFEHRE
Z([covID-19%& 18 ) LA » 2k &EHE
NE LI B EEE— R TEE RIEHIE
6 > B COVID-19% 18 & 2 Bk A it g
AR - FHEREAFRZEXE
TR o

REAELEMIBHRER  AEELHY
¥ BEAXBURBREEELETT
BRI - REHHRRERE - TS
B AEBREHEEZE-—ZT—NF+=A
=+ —BHIEREFTEERENRE R EER
BORRBASRENBEEMETH
FHABE - BR_Z_ZTFETHNY
¥ BEREBARELEENRENR
AR B ET RCOVID-195% 18 M B 4 1
AARRESRERENTE - RZT—
NWNE+—A=+—8 9% BELER
EUREREENREES I AARKE
598,369,000 & A K #1,686,779,000
5T o

BEAEYBHRREFZETEZRA - K
SE DA ECOVID-19EBEH REE
“EToEEXENTE - BRREER
AAEUAEENELRE -



Consolidated results

FIVE-YEAR FINANCIAL SUMMARY
LT FEHBHTE

mEXEE
Year ended 31 December
BE+-A=t-BLEE
2019 2018 2017 2016 2015
—E-NF ZE-N\E —E—+F —E-RF “Z-1fF
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
AR®T R ARETTT ARETT ARETFTL ARETTL
[Restated)
(E70)
Revenue 9N 47,747 48,956 45,207* (4,118,791) 738,465
Gross profit/(loss) EFE/ (FR) 13,067 14,929 10,729* (4,586,648) (1,476,696)
Operating (loss)/profit e (BR) /78 (51,765) 579,222 (870,464)*  (1,172,801] (4,988,872
Total comprehensive EERXENE/
income/(loss) for the year  (J&#8) 134,906 (195,720 (2,028,226) (3,567,527) (7,053,447)
Continuing Operations BELEER 575,364 2,287,442 (1,024,278)
Discontinued Operations BRIEER (440,458) (2,483,162) (1,003,948
Attributable to: BER
Equity holders of KRR
the Company HEA 160,282 (74,521) (1,977,658) (3,454,849) (6,448,325)
Non-controlling
interests Il tEs (25,376) (121,199 (50,568) (112,878) (605,122

Consolidated assets and liabilities

RREEHEE
As at 31 December
W+=A=+-H
2019 2018 2017 2016 2015
“E-hE ZT-N\E —T—+F NS “T-hfF
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
AR¥TR ARETL AREFTT AREFTL ARETTL
Total assets BEE 2,348,984 24,900,742 22,506,238 23,312,124 24,652,068

Non-current assets ERBEE
Current assets MENEE

Total liabilities “weE

2,285,148 2,450,716 21,378,876 22,060,123 22,520,473
63,836 22,450,026 1,127,362 1,252,001 2,131,595

10,912,489 34,530,868 33,752,593 32,575,882 30,355,040

Non-current liabilities ~ 3ERENRE

937,125 754,638 208,445 30,003 459,607

Current liabilities RBAE 9,975,364 33,776,230 33,544,148 32,545,879 29,895,433
Total deficit BE (8,563,505) (9,630,126) (11,246,355 (9,263,758 (5,702,972)
* On 9 October 2018, the Group announced the disposal of its Shipbuilding  * RZZE-N\FT+ANR  FEESHHEEEMRR
and Engineering Business. The Shipbuilding and Engineering Business is TRRER - EMRTIREBSEADRILEES - &
classified as Discontinued Operations. Comparative figures for the year BT FT AT HIEFENLREFE

ended 31 December 2017 were restated accordingly. HHIEED -
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GLQLSSARY
AR

2020 AGM” g
[TZE-TFRFAFELE |

“Articles of Association” 15
[#H A ]

“bbl” i
[/ ]

“Board” 5
==

“China” or “PRC” il
[

“Company”, “our Company” or 1§

“Huarong Energy”

[ [ARARSEREEIR]

“Consolidated Share(s)” or ¥
“Share(s)”
[ &G k] 11 |

“Director(s)” &
[E%]

“Disposal Group” |
[HEEE ]

238 CHINA HUARONG ENERGY COMPANY LIMITED
TEERERRDERR A

the annual general meeting of the Company to be held on Tuesday,
23 June 2020
ARAR T _EF AT =R (BB BTORRBFRE

the amended and restated articles of association of the Company
adopted by special resolution passed on 24 October 2010 which
became effective upon the Company’s listing on the Hong Kong
Stock Exchange, as amended from time to time
ARAKETRETHEBGER@AN(R -2 —ZF+A-_+HAB
BRERIRBERFME N ARRET BB EMRER) - RELD
2 1ERT

barrels
U

the board of Directors of our Company

ARARMERE

the People’s Republic of China excluding, for the purposes of this

annual report, Hong Kong, Macau and Taiwan

R ARKAE  RAEEHEME - FREES RPIRAE

China Huarong Energy Company Limited (FFEIZELRAERRHBRA
Al) (formerly known as China Rongsheng Heavy Industries Group
Holdings Limited (f BB EET S EZER AR A A, a company
incorporated as an exempted company with limited liability in the
Cayman Islands on 3 February 2010

PEFERERRNDARAR(FIETRERETSERZRRERAT) -
—ER_E-ZTF - A=RERSHEEMAIRERENAR AT

ordinary share(s) of HKDO0.50 each in the share capital of the
Company upon the Share Consolidation becoming effective on 29
March 2016

BRIDEHNR -T—RNF=ZA T NABEREARRRRAFT FREE
0.50/8 7T Bk

director(s) of our Company

ZAUNCIEOE 2

Able Diligent Limited together with its subsidiaries engaging in the
Shipbuilding and Engineering Business
Able Diligent Limited & B¢ FiEfn T2 2 MIE A A



“Foreign Investment

Industries Catalogue”

[SMNAREEFRIES A

“Group”, “our Group”, “we"
or “us”

(SR8  ~ [RSE |kl 3K

"HKD"
oyl

“Hong Kong”
(&%

“Hong Kong Stock Exchange”

or “Stock Exchange”

[ &SR P J ok B 2 Al

“Kyrgyzstan” or “Kyrgyz”
[HREHTETE sk SmE T

“Listing”

=

“Listing Date”
[ =/ A E

“Listing Rules”
[ Em#RA

GLOSSARY
AR

the Catalogue for the Guidance of Foreign investment industries
(SN E E 458 B §%) (promulgated by the National Development
and Reform Commission of the PRC (F % A K HF1EY B 5K 2% & Fl
MWEZ B ) and the Ministry of Commerce of the PRC (FREAR
HFNEIE#EE) on 31 October 2007) which became effective on 1
December 2007

RIZZELF+ A AAERRI EREEFREERHZ(PEARK
MERRERMUEZEGRTEARAMEFI RN T LF+
A=+—B%EMH)

the Company and its subsidiaries or any of them or, where the
context so requires, in respect of the period before the Company
became the holding company of its present subsidiaries, the
present subsidiaries of the Company

ARAREMBARREPER—TT  HWEMF - AARFKS
HRAMBARMNZERAR ZATHEME - AR FHRENMEAF

Hong Kong dollars, the lawful currency of Hong Kong
BEREEEREET

the Hong Kong Special Administrative Region of China
FEFEBRRITHE

The Stock Exchange of Hong Kong Limited
ERMARSHAERRF

the Kyrgyz Rupublic (a Country in Central Asia)
HRE T HAME (PR —ERR)

the listing of the ordinary shares of HKD0.10 each of the Company
on the Main Board of the Hong Kong Stock Exchange
ANRFFREE 0BT EBRRONE BB XM TR LS

19 November 2010, being the date on which the ordinary shares of
HKDO0.10 each of the Company are listed on the Main Board of the
Hong Kong Stock Exchange

“Z-ZE+—-ATNAR - ARREREEC 108 TH E BN
BEBR TR LT A S

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended and supplemented

from time to time

EEMARIAARARESZ EMRA - K TRERT M
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AR

“Pre-IPO Share Option Scheme” 4§
[ERARBEERIEREE ]

"RMB" or “Renminbi” 1
[ARE]

“Rong An Power Machinery” ¥
[ &2 B) 1A |

“Rongye Mechanical” Ecl
[ ST

“Rongsheng Heavy Industries” 4§

or “Jiangsu Rongsheng

Heavy Industries”

[ERET IHTHFERET]

“Rongsheng Heavy ¥
Industries Holdings”

(VAR E TR

“Rongsheng Investment” |

or “Xuming Investment”

[EEIE |3k TERRIE |

240 CHINA HUARONG ENERGY COMPANY LIMITED
TEERERRDERR A

the pre-IPO share option scheme conditionally approved and
adopted by our Company pursuant to a resolution passed by our
Shareholders on 24 October 2010

BREBERRN T —TF+A - TEHBE@BEORE - ANARBGREIE
W RN B RN 3 E BB RERT 8

the lawful currency of the PRC
hEIEE B

Hefei Rong An Power Machinery Co., Ltd. (RIERLZE HikimE
FfR/A7]), a company established under the laws of the PRC on
15 August 2007, and our non-wholly owned subsidiary
BRBLZHNIEBAERLR  — KR _ETLF A THEEREREH
EREKIBAR  BRAARINIEZEME AR

Nantong Rongye Ship Mechanical and Electrical Equipment
Installation Co., Ltd (@A EMMEELEBR AT, a company
established under the laws of the PRC on 21 June 2007, and owned
by us as to 95% and owned by Rongsheng Investment as to 5%,
now renamed as Nantong Rongye Mechanical and Equipment Co.,
Ltd (FIBE R EREAR DA

MBGEENARELZRARQAR  — KR _FTLFXA+—BR
R BEDAREIN AT - W B APIER 5% s R IA IR E B 5%E
m o RERFEEREREREERAR

Jiangsu Rongsheng Heavy Industries Co., Ltd. (I AXETLH
fRAR]), a company established under the laws of the PRC on 8
June 2006 and a company owned by Rongsheng Heavy Industries
Holdings as to 97.85% and Rongsheng Investment as to 2.15%

THBRETARAR  —RKR_TERFRANBRERBEERK
MHAT] HERETIERRGERRED BIEE7.85%K2.15%

Rongsheng Heavy Industries Holdings Limited (/A& TIERHR
‘A\]], a company incorporated in the Cayman Islands with limited
liability on 27 July 2007 and owned by the Company as to 98.50%
BRETERARAR  — KR _ETLFLA-TLEERSHS
AR BRAFR - AARFIES98.50%A

Jiangsu Rongsheng Investment Group Co., Ltd. (LERIAERIEE S E
BBRA7F]), a company established under the laws of the PRC on 12
February 2004 and ultimately controlled by Mr. Zhang, renamed as
Jiangsu Xuming Investment Group Co., Ltd. (I# /B ELEFIR
NS

IHBEREEERARARF  — KR _ETNF _A+_AREPH
ERRIMAT  WHKRAEREZES  BERAIHFERREEESR
R A



“Rongsheng Shipbuilding”
[ R e s

"SFO”
[ 587 KR 5 )

“Share Consolidation”

[Bfn& Bt )

“Share Option Scheme”

[ BT 3 ]

"usp”
ES v

GLOSSARY
AR

Jiangsu Rongsheng Shipbuilding Co., Ltd. (T # /& B & M B R
A Al), a company established under the laws of the PRC on 21
June 2007 and owned by Rongsheng Heavy Industries as to 49%
and Rongsheng Investment as to 51% and a non-wholly owned
subsidiary of the Company

IEHBREMABRAR  — KR _ZZLF XA +—HREPEDE
BRI ATE AERETRBEREDNEBLINRS1%ER - B
ARARHFEREMB AR

the Securities and Futures Ordinance, Chapter 571 of the Laws of

Hong Kong, as amended and supplemented from time to time

BREDIFEST EEH LB RHI (BT EHER] K5t )

with effect from 29 March 2016, the consolidation of every five
issued and unissued shares of HKD0.10 each in the existing share
capital of the Company into one Consolidated Share of HKDO0.50
each
ARARBERAPFRERFREEIGETZEEITRARETRNE A
HR—REREECSBTZEHKN WRN—ZE—RF=ZA=-tN
H AR

the share option scheme we conditionally adopted pursuant to a
resolution passed by our Shareholders on 24 October 2010
BPRBERMAORER 2 —TF+ A -+ RBEBNRERA G
BRANH BB A i A 8

United States dollars, the lawful currency of the United States

XBEEE®BET
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INFORMATION FOR SHAREHOLDERS

BRE

Listing Information

Listing : Hong Kong Stock Exchange
Stock Code : 01101

Principal Share Registrar and Transfer Agent

Conyers Trust Company (Cayman] Limited
Cricket Square, Hutchins Drive,

P.0. Box 2681, Grand Cayman,

KY1 - 1111, Cayman Islands

Hong Kong Share Registrar

Computershare Hong Kong Investor Services Limited
Shops 1712 - 1716, 17th Floor,

Hopewell Centre,

183 Queen’s Road East,

Wanchai, Hong Kong

Tel . (852) 2862-8628

Email : hkinfoldcomputershare.com.hk

Registered Office

Cricket Square, Hutchins Drive,
P.0. Box 2681, Grand Cayman,
KY1 - 1111, Cayman Islands

Principal Place of Business and Headquarters

Room 2201, 22nd Floor,
China Evergrande Centre,
38 Gloucester Road,
Wanchai, Hong Kong

Contact Enquiries

Investor Relations

Tel . (852) 3900-1888
Email : irf@drshi.cn
Website : www.huarongenergy.com.hk

CHINA HUARONG ENERGY COMPANY LIMITED
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Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive,

P.0. Box 2681, Grand Cayman,

KY1 - 1111, Cayman Islands

BERARSETLE
BEAPRESTLERAF]

BEBET

ERARER1835

B

1781712-1716%

B © (852) 2862-8628

BE * hkinfodcomputershare.com.hk

AR ERE

Cricket Square, Hutchins Drive,
P.0. Box 2681, Grand Cayman,
KYT - 1111, Cayman Islands
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o © (852) 3900-1888

B © ir@rshi.cn

Ak © www.huarongenergy.com.hk



Executive Directors

CHEN Qiang (Chairman and Chief Executive Officer)

HONG Liang (Chief Operating Officer)
ZHU Wen Hua

Niu Jianmin

Independent Non-executive Directors

WANG Jin Lian
ZHOU Zhan
LAM Cheung Mau

Audit Committee

ZHOU Zhan (Chairman)
WANG Jin Lian
LAM Cheung Mau

Corporate Governance Committee

WANG Jin Lian (Chairman)
CHEN Qiang
LAM Cheung Mau

Nomination Committee

WANG Jin Lian (Chairman)
/HU Wen Hua
/HOU Zhan

Remuneration Committee

ZHOU Zhan [Chairman]
CHEN Qiang
WANG Jin Lian

Finance and Investment Committee

CHEN Qiang (Chairman]
HONG Liang

WANG Jin Lian

ZHOU Zhan

Company Secretary
LEUNG Yin Fai
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CORPORATE INFORMATION
RREFR

Auditor

PricewaterhouseCoopers
Certified Public Accountants and Registered Public Interest
Entity Auditor

Legal Advisors

Paul Hastings
Commerce & Finance Law Offices

Company Website

http://www.huarongenergy.com.hk
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