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Crowe (HK) CPA Limited
9/F, Leighton Centre

77 Leighton Road
Causeway Bay

Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Conyers Corporate Services (Bermuda) Limited
Clarendon House

2 Church Street

Hamilton HM 11

Bermuda

HONG KONG BRANCH REGISTRAR AND
TRANSFER OFFICE

Tricor Tengis Limited

Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

WEBSITE

http://www.greenleader.hk

Notes:

Dr. Lam Lee George had been appointed as non-executive Director on 1
June 2019 and resigned on 22 July 2019.

Ms. Zhang Tingting has been appointed as executive Director on 2 July
2019.

Ms. Zhu Zheyu had been appointed as non-executive Director on 2 July
2019 and resigned on 12 June 2020.

Mr. Chang Che-Fa has been appointed as non-executive Director on 12

July 2019.

Mr. Lyu Guoping has been appointed as independent non-executive
Director on 12 July 2019.

Mr. Zhou Chunsheng resigned as independent non-executive Director on
5 August 2019.

Mr. Zou Chengjian resigned as non-executive Director on 5 August 2019.
Mr. Leung Po Wing, Bowen Joseph GBS, JP resigned as independent
non-executive Director on 20 August 2019.

Mr. Jin Xuliang has been appointed as independent non-executive Director
on 20 August 2019.

Ms. Leung Yin Fai resigned as independent non-executive Director on 10
January 2020.

Mr. Lam Chi Wai has been appointed as independent non-executive
Director on 10 January 2020.
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BOARD’S PROFILE
EEE/N

MR. ZHANG SANHUO

— Executive Director

Mr. Zhang Sanhuo, aged 54, joined the Company on 7 June 2013
and now being as an executive Director, graduated from L 7887 4§
KE (Shanxi University of Finance & Economics®) (formerly known
as AP AL ERE (Shanxi Institute of Finance & Economics®) with a
bachelor’s degree in accounting and obtained a master’s degree in
business administration from &I &% (Cheung Kong Graduate
School of Business). He has over 20 years of experience in corporate
management in mining, investment, finance and other industries. Mr.
Zhang Sanhuo is also the chairman of the board, an executive director,
the chief executive officer, the chairman of nomination committee and
member of the remuneration committee of PINE Technology Holdings
Limited (Hong Kong listed company, Stock Code: 1079).

MR. TSE MICHAEL NAM

— Executive Director

Mr. Tse Michael Nam, aged 62, joined the Company on 12 February
2007 and now being as an executive Director, chief executive officer
and the member of the Company’s risk management committee. Mr.
Tse is currently one of the board member for Accelerating Inclusive
Cassava Market Development Project developed by United Nation
Development Program, Cambodia. Mr. Tse has over 28 years of
experience in corporate management in the agriculture, manufacturing,
mining and M&A sectors. Mr. Tse was a registered consultant to Asian
Development Bank and has held key positions in several companies
listed on the Stock Exchange such as being executive director of Asia
Coal Limited (Hong Kong listed company, Stock Code: 835) and as
the vice chairman and managing director of Asia Aluminum Holdings
Limited (a company previously listed on the Stock Exchange, Stock
Code: 930). Mr. Tse holds a Bachelor of Science degree in Biological
Science from the University of California, Berkeley and a Master of
Business Administration degree from the University of San Francisco.

MS. ZHANG TINGTING

— Executive Director

Ms. Zhang Tingting, aged 35, joined the Company on 2 July 2019
and now being as the executive Director, the member of each of the
Company’s remuneration committee, risk management committee
and nomination committee, holds a bachelor’s degree in business
administration from Chongging University of Technology and a
postgraduate diploma in project management from China University of
Mining and Technology (Beijing). Ms. Zhang currently is the chairman
of LITAE ML EHE A AT (Shanxi Tangna Culture Media Co.,
Ltd.”). She served as financial manager of China Everbright Bank,
deputy general financial manager of L7885 R 2 3 & B 5t F 2
BRAF] (Shanxi Energy Industry Group Real Estate Development
Co., Ltd.*) and the executive director of |LFIRER E L AABRE A A
(Shanxi Aobao Investment Consulting Co., Ltd.*).

* For identification purpose only
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MR. CHANG CHE-FA

= Non-executive Director

Mr. Chang Che-Fa, aged 76, joined the Company on 12 July 2019
and now being as the non-executive Director, holds a bachelor’s
degree from the agricultural faculty of Taiwan University. He has
over 45 years of extensive operation experience in the development
of natural resources in Southeast Asia, covering agriculture, fishery
production, bulk trade, energy industry, marine engineering, industrial
zone development, etc. He studied in the United States, specializing
in plant breeding and large-scale farm development and management.
Then he went to Indonesia to engage in agricultural and forestry
development and was responsible for the consolidation of sugar mills
and ceramics factories. He also participated in the offshore maritime
project in Indonesia and continued to build the maritime engineering
port in Taiwan. In 1976, he managed farms and forest farms in
Thailand and Laos and invested in textile fiber production and corn
processing. In 1988, he assisted Taiwan and Vietham to establish
X2 A] (Yuesheng Company*) for developing the process export
zones, building the container terminals, investing the first 650MW
power plant in Vietham, and expanding the banana industry and
cassava processing agricultural products trade. Since 19883, he has
been engaged in the trading of bulk agricultural products in China and
since 1997, he has promoted the agriculture, fishery and nickel mining
industries in Indonesia and Cambodia.

MR. LAM CHI WAI

— Independent non-executive Director

Mr. Lam Chi Wai, aged 53, joined the Company on 10 January
2020 and now being as the independent non-executive Director, the
chairman of each of the Company’s audit committee and remuneration
committee and also the member of the Company’s nomination
committee, holds a degree in Law from the Peking University and a
master degree in accounting from the Jinan University in PRC. He is
an accountant and a certified taxation adviser. Mr. Lam has been the
managing partner of a firm of certified public accountants in Hong
Kong since 1996. He was the independent non-executive director of
Youth Champ Financial Group Holdings Limited (a Hong Kong listed
company, stock code: 1160, formerly known as “Grand Investment
International Ltd.”) from 2 September 2013 to 16 June 2017. Mr. Lam
is @ member and a practicing member of the Hong Kong Institute of
Certified Public Accountants, a fellow member of The Association of
Chartered Certified Accountants, a member of The Society of Chinese
Accountants and Auditors and a fellow member of the Taxation
Institute of Hong Kong. He has over 20 years’ experience in auditing,
finance, taxation and accounting.

* For identification purpose only
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BOARD’S PROFILE
EEE/N

MR. LYU GUOPING

- Independent non-executive Director

Mr. Lyu Guoping, aged 55, joined the Company on 12 July 2019 and
now being as the independent non-executive Director, the chairman
of the Company’s nomination committee, the member of each of the
Company’s audit committee and remuneration committee, holds a
bachelor’'s degree in geology from China University of Geosciences
and a doctorate in economics from Nankai University. Since 2013, Mr.
Lyu has served as the chief executive officer of International Standard
Resources Holdings Limited (Hong Kong listed company, Stock Code:
00091), a vice executive president of &8I0+t B (#:E)2<€ (the
Hong Kong Jiangxi Society (Entertainment) Association®), a honorary
president of &AL LTEE (the Hong Kong Jiangxi Jiujiang
Federation*) and an executive director of I P XX EFEH A S
(Jivjiang Entrepreneur Hong Kong Federation*). He has over 25 years
of experience in administration, international business, law and policy,
corporate management, geology and mineral exploration, jewelry and
gems, asset acquisition, energy exploration, journalism and natural
resources management. He has held leadership positions in the central
national government for many years and has also served as deputy
general manager of China Resources Coal Holdings Corporation
Limited.

MR. JIN XULIANG

— Independent non-executive Director

Mr. Jin Xuliang, aged 41, joined the Company on 20 August 2019
now being as the independent non-executive Director, the chairman
of the Company’s risk management committee and also the member
of each of the Company’s audit committee, remuneration committee
and nomination committee, holds a master degree in business
administration from Shanxi University of Finance and Economics. He
has been engaged in coal trading since 2006 and has many years of
experience in coal trading industry. He served as the deputy manager
of WP ki H O EE AR A Al (Shanxi Coal Import and Export
Group Co., Ltd. Taiyuan Branch®), deputy officer of LI 5 £= B 5338 /0y
(Shanxi Coal Group Transportation Center*), deputy manager of L&
HREE OBREMTAR (Shanxi Coal Import and Export Co., Ltd.*)
and deputy general manager of LLEBIFREEIRIX D BR A Al (Shanmei
International Energy Co., Ltd.”).

* For identification purpose only
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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of
Green Leader Holdings Group Limited (the “Company”, together with
its subsidiaries, collectively known as the “Group”), | am pleased to
present the audited annual results of the Group for the year ended
31 December 2019 as well as the prospect of our diverse portfolio
featuring with coal mining business, Cambodia business and IT related
business.

It is a breakthrough development to the Group’s coal mining business
sector in 2019. The Group has been focusing on the development of
Fuchang Mine, Jinxin Mine and Liaoyuan Mine for full commencement
of construction work during the year and is optimistic launching the
remaining mines in full operation. It is expected that steady cash
inflow will be generated once all mines are in full operation to improve
the overall financial position of the Group. Amid looming trade war
between the People’s Republic of China (“PRC”) and the United States
might take a major toll on the economic growth in the PRC, we expect
the impose tariffs would not have a direct impact on the demand of
coking coal as well as the commaodity prices in local market.

PRC is undergoing an environmental paradigm shift, transitioning to be
a global leader in the fight against climate change over the years. The
coal regulatory authorities in Shanxi Province (“Shanxi”) has adopted
stringent policies and regulation on safety, environmental protection
and production control to implement the national safety protocol for
coal mines as the PRC government pursues its goal of promoting
ecological civilisation. The Group will closely speculate the existing
mines such that major technical renovations are carried out and the
environmental and safety procedures measures are in line with the
relevant regulatory requirements and national standards.

In early 2020, the outbreak of Novel Coronavirus Disease (“COVID-19”)
in PRC and the quarantine and transportation and travel restriction
measures imposed by the government to prevent further spread of
COVID-19 have had the negative effect to the mining operation of the
Group, which the coal mines in Shanxi, the PRC were suspended
in February 2020. The Group has implemented certain controls to
minimise the impact of COVID-19 to the operation and the mining
operation have been gradually resumed and returned to normal
operation step by step since March 2020.
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CHAIRMAN’S STATEMENT
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Amid the global epidemic crisis and the associated economic turmail,
the Group will keep a close eye on both PRC and overseas markets.
The Group intended to seize more business opportunities including but
not limited to the coal mining and also looking forward to the potential
stimulating effects on economy resulting the counter-cyclical policies
imposed by the governments around the world subsequent to the
crisis.

With the increasing demand of the coal in the world, and our strengths,
the Group has entered into the sale and purchase agreement with
the vendor regarding acquisition of minority interest in a coal mining
company in which the Company has conditionally agreed to purchase,
and the vendor has conditionally agreed to sell, the sales shares.
The vendor is currently beneficially holding the exploration of the coal
mines in Galilee Basin, Queensland, Australia. Australia is the largest
country in terms coal net export and also the top four country of coal
production. Most of the coal products of Australia are sold to Asian
countries. The Group should be benefit from this potential synergy in
between the coal mines in PRC and Australia.

As for IT related business, the competitions in the industry remain
challenging. However, the considerable impact of the market pressure
on the Group’s overall financial position is minimal. After careful
consideration, the Company’s management has come to the view that
we will streamline the existing IT related business and divert our effort
towards other potential investments.

In the essence of implementing its Cambodia business, the Group is
seeking the opportunities. Although (i) a cassava processing factory in
Cambodia has been disposed in July 2019 and (ii) a piece of land in
Cambodia has been disposed in September 2019, the Group still has
other assets in Cambodia and is seeking other business opportunities
related to agro-related business.

The Group is ready to build on its accomplishments in 2019 and to
attain a better development for the diverse portfolio of the Company.
On behalf of the Board and management, | wish to express my sincere
gratitude to our clients, business partners and the shareholders of the
Company (the “Shareholders”) for their unwavering support and belief
in the Group, and to our employees for their tireless dedication and
professional competence that are the fuel to drive the Group’s ongoing
development.

Mr. Tse Michael Nam
Chief Executive Officer

Hong Kong, 30 June 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Overview

The Group has been focusing on accelerating sustainable industries in
coal and agro-related businesses in the financial year 2019. The Group
is principally engaged in (i) the development of cassava cultivation
and deep processing business for the related ecological cycle
industry chain; (ii) coal exploration and development, sale of coking
coal and other coal products and the provision of coal trading and
logistics services; and (iii) the sale of information technology products,
provision of system integration services, technology services, software
development and solution services.

Coal mining business

Despite the continuing posing challenges for constructions delay
uncertainty, the financial performance in the year 2019 of the coal
mining business has been promising for the Group overall. The Group
has five coking coal mines, Fuchang Mine, Jinxin Mine, Liaoyuan Mine,
Bolong Mine and Xinfeng Mine, located in Gujiao, Taiyuan City, Shanxi,
the PRC, three of which had fully commenced in operation and the
remaining coal mines were undergoing constructions in the year.

The coal mines in operation during the year were Fuchang Mine, Jinxin
Mine and Liaoyuan Mine, which entered the joint trial operation in
October 2016, August 2018 and September 2018 respectively,
passed the inspection for completion in January 2017, December
2018 and December 2018 respectively and obtained (% &4 E Al
#&) (the Permit for Safe Production®) in April 2017, April 2019 and
March 2019 respectively. Regarding of Fuchang Mine, with the
expected production capacity of 600,000 tonnes per year, in
December 2017, Fuchang Mine was recognised by the Coal Industry
Bureau of Shanxi Province as a “= &2 £ EIZELHHE” (Second
Class Safe Production Standardisation Coal Mine*) with a valid period
of 3 years from the recognition date. In June 2018, Fuchang Mine
became one of the three coal mines of Taiyuan City to participate in
the appraisal for “&Z 2 m & (Safe and Highly Efficient Mines*)
organised by China National Coal Association and passed the
appraisal. In additions, the expected production capacity of Jinxin
Mine is 450,000 tonnes per year while Liaoyuan Mine is 600,000
tonnes per year.

To facilitate the structural reform by the state on the supply side of
coal, coal enterprises are required to support the implementation
of policies on dissolving excessive capacity. Moreover, as the state
tightens requirements on and ramps up inspection efforts in the
design, safety, and environmental protection aspects of coal mines
under construction, relevant policies and regulations issued in recent
years on safety and environmental protection applicable to the coal
industry become increasingly stringent and refined.

*  For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWR DN

As affected by the policies, the Group’s coal mines under construction
inevitably experienced construction delay or suspension, therefore
reducing the effectiveness of construction period during the year,
leading to further extension of the respective construction period. As
such, the critical production stages of the remaining coal mines under
construction faced significant uncertainties.

In February 2020, the mine reorganisation and consolidation proposal
for Bolong Mine and Xinfeng Mine is approved by the Shanxi
government. The expected production schedule for Sale Production
Date of Xinfeng Mine is after finishing the production of Bolong Mine.
Also, the Shanxi government approved the expected production
capacity of Jinxin Mine can be increased from 450,000 tonnes per
year to 600,000 tonnes per year. The above reorganisation and
changes will be effective only certain conditions are fulfilled such as the
statutory records are updated and the required work are done.

With the increasing demand of the coal and our strengths, the Group
is planning to expand its coal mining business. The Group is seeking
the opportunities in the world regarding the coal mining business.

Thus, during the year, the Company and the potential vendor entered
into the memorandum of understanding in relation to the possible
acquisition of the equity interest which the potential seller is currently
beneficially holding the exploration rights of the coal mines in Galilee
Basin, Queensland, Australia. Details can be referred to the Company’s
announcement dated 29 July 2019.

On 25 May 2020, the Company and vendor entered into the sale and
purchase agreement regarding acquisition of minority interest in a coal
mining company in which the Company has conditionally agreed to
purchase, and the vendor has conditionally agreed to sell, the sale
shares. Completion is conditional upon the fulfillment or waiver of the
conditions. Details can be referred to the Company’s announcement
dated 25 May 2020.

Cambodia business

Although (i) a cassava processing factory in Cambodia has been
disposed in July 2019; and (ii) a piece of land in Cambodia has
been disposed in September 2019, the Group still has other assets
in Cambodia and is seeking other business opportunities related
to cassava-based agricultural and deep processing business in
Cambodia.
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MANAGEMENT DISCUSSION AND ANALYSIS

Fund raising activity — placing of new shares under
general mandate (the “Placing”)

As disclosed in the Company’s announcements dated 14 December
2018 and 9 January 2019, all the conditions set out in the placing
agreement have been fulfilled and the completion of the Placing took
place on 9 January 2019, where an aggregate of 1,462,200,000
Placing Shares have been successfully placed and issued to not less
than six placees, at the placing price of HK$0.04 per Placing Share
pursuant to the terms and conditions of the placing agreement.

The gross and net proceeds (after deducting placing commission
and other relevant costs and expenses) from the Placing amounted
to approximately HK$58,488,000 and approximately HK$58,170,000
respectively. The net issue price of the Placing Share is approximately
HK$0.04 per Placing Share. The Company applied the net proceeds
up to HK$40,000,000 for repayment of indebtedness of the Group
and the remaining balance thereof will be utilised towards business
development of the Group in Cambodia and general working capital.

Environmental, social and corporate responsibility

As a responsible corporation, the Group is committed to maintaining
a higher environmental and social standards to ensure sustainable
development of its business. The Group has complied with all relevant
laws and regulations in relation to its business including health and
safety, workplace conditions, employment and the environment.
The Group understands a better future depends on everyone’s
participation and contribution. It has encouraged employees,
customers, suppliers and other stakeholders to participate in
environmental and social activities which benefit the community as a
whole. The Group maintains strong relationships with its employees,
has enhanced cooperation with its suppliers and has provided high
quality products and services to its customers so as to ensure
sustainable development.

The Environmental, Social and Governance Report conducted by a
professional third party for year 2019 will be published separately in
compliance with the requirements of the Rules Governing the Listing of
securities on the Stock Exchange (the “Listing Rules”).

FINANCIAL REVIEW

Loss for the year

For the year ended 31 December 2019, the Group had recorded
a loss of approximately HK$1,204,859,000 (2018: approximately
HK$2,483,103,000), representing a significant decrease of loss of
approximately HK$1,278,244,000 or approximately 51%.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWR DN

The change in the loss for the year was mainly attributable to the
combined effects of the factors as stated below:

(i)

(ii)

(iii)

Revenue

The slightly decrease in revenue from approximately
HK$1,004,636,000 for the year ended 31 December 2018 to
approximately HK$944,258,000 for the year ended 31 December
2019 due to the decrease in the sales quantities of the mining
products in the year;

Gross profit

The decrease in gross profit from approximately HK$136,761,000
for the year ended 31 December 2018 to approximately
HK$100,148,000 for the year ended 31 December 2019 as
the proportion on the decrease in costs of sales and services
rendered is less than the decrease in revenue;

Impairment loss in respect of mining right and property, plant
and equipment

For the year ended 31 December 2019, impairment loss in
respect of mining rights and property, plant and equipment
of approximately HK$496,351,000 (2018: approximately
HK$2,849,702,000). The decrease in estimated value in use
amount of the Group’s coal mines located in Shanxi PRC, was the
result of the change of production schedules of certain coal mines
and decrease in gross profit ratio of coal mines business adopted
for an independent valuation report as at 31 December 2019. For
more details regarding the valuation of coal mines, please refer to
the section headed “Valuation of coal mines” stated later;

(iv) Administrative and other operating expenses

v)

12

The increase in administrative and other operating expenses from
approximately HK$348,174,000 for the year ended 31 December
2018 to approximately HK$590,958,000 for the year ended 31
December 2019 is due to the combined effects of decrease in
legal and professional fees, increase in relocation and removal
expense and impairment recognised in respect of prepayments;

Gain on disposal of subsidiaries

Gain on disposal of subsidiaries for the year ended 31 December
2019 was approximately HK$1,119,000 (2018: approximately
HK$550,000), which represent the gain on the disposal of entire
issued capital of direct and indirect wholly-owned subsidiaries of
the Company in both years; and
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MANAGEMENT DISCUSSION AND ANALYSIS

(vi) Finance costs

Finance costs mainly consisted of interest expenses on
borrowings from non-controlling interest holders, convertible loan
notes and finance lease. Interest expenses on borrowings relating
to construction in progress for coal mines are capitalised to the
extent that they are directly attributable and used to finance the
projects. Finance costs were calculated from total borrowing costs
less interest expenses capitalised.

For the year ended 31 December 2019, finance costs amounted
to approximately HK$415,590,000 (2018: approximately
HK$331,158,000), increasing by approximately HK$84,432,000
resulting from the increase in total borrowing costs and partially
offset by the decrease in interest expenses capitalised. Interest
expenses capitalised over the years decreased from approximately
HK$131,885,000 to approximately HK$71,866,000 as two more
mines are operated during the year which no capitalisation is
allowed.

Loss attributable to owners of the Company

For the year ended 31 December 2019, the loss attributable to
owners of the Company was approximately HK$695,650,000 (2018:
approximately HK$1,182,062,000), mainly due to the decrease in
impairment loss in respect of mining rights, and property, plant and
equipment of approximately HK$496,351,000 for the year 2019 while
an impairment loss of approximately HK$2,849,702,000 for the year
2018.

Valuation of coal mines

The decrease in recoverable amounts of coal mines as at 31
December 2019 was mainly due to the change of production
schedules of certain coal mines and decrease in gross profit ratio
of coal mines business. Greater China Appraisal Limited (“Greater
China”), an independent qualified professional valuer, estimated the
recoverable amounts of the coal mining business based on income
approach using a discount rate of 13% (31 December 2018: 13%) and
expected price of clean coal (referring to the primary product coal from
a preparation plant after washing the raw coal) of RMB885 per tonne
(81 December 2018: expected price of raw coal RMB517 per tonne)
based on information obtained from Shanxi.

The operation of the Bolong Mine was further delayed due to
the notice request of rectification measures issued by the related
authorities in 2019. And the reorganisation and consolidation proposal
of Bolong Mine and Xinfeng Mine is approved by Shanxi government in
February 2020. Please refer to “Business Review” section for details.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWR DN

Greater China has consistently applied the income approach for the
valuation of coal mines as at 31 December 2019, 31 December 2018
and 31 December 2017 (the “Reporting Periods”) respectively. The
income approach is applied for this valuation as the economic benefit
streams can be identified and ascertained based on the mining plans
and planned capital expenditure to be incurred, as well as other cost
estimates. This method is commonly used in, and widely accepted
for, the valuation of mineral assets and resources project. The key
assumptions and parameters in the valuation of coal mines as at the

Reporting Periods are set out as below:

Methodology

b3

Key Assumptions

TERZ

1. Production Schedule FEREER
~ Safe Production Date - Z24ERH

Bolong Mine HERR
Fuchang Mine BERRE
Jinxin Mine tEER
Liaoyuan Mine ERER
Xinfeng Mine BEER

2. Raw Coal Price (per tonne) REER (G
Clean Coal Price (per tonne) TEIR B (50

3. Discount Rate (post-tax) B (Fif8)

4. Mine Operating Costs, BREENE X
Capital Expenditures and THREERER
Production Schedule (FEE)

(annual production)
5. Allowable annual ERFEIER

working days
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MANAGEMENT DISCUSSION AND ANALYSIS

Note I: As shown in the above table, the primary change in valuation
assumption would be the adoption of different coal prices in between
the price of raw coal and price of clean coal in the years and delay in
mines’ commercial operation schedule. The coal price is based on the
existing and past quoted commodity prices in the mining industry. The
production schedule is affected by the policies and regulations issued
applicable to the coal industry. The coal mines under construction
inevitably experienced construction delay or suspension, therefore
reducing the effectiveness of construction period during the year,
leading to further extension of the respective construction period.
There was no change in valuation methodology in those valuations. For
discount rate, calculation of weighted average cost of capital (“WACC”)
is based on market participant’s data which are varied daily due to new
information and changing market expectation every day.

Note IIl: Mine reorganisation and consolidation for Bolong Mine and Xinfeng
Mine proposal is approved by the Shanxi government in February
2020. The expected production schedule for Safe Production Date of
Xinfeng Mine is after finishing the production of Bolong Mine.

LIQUIDITY AND FINANCIAL RESOURCES

Total equity

As at 31 December 2019, the Group recorded total assets
of approximately HK$7,246,276,000 (2018: approximately
HK$8,259,895,000), which were financed by total liabilities
of approximately HK$8,148,311,000 (2018: approximately
HK$8,023,032,000) and total deficit of approximately HK$902,035,000
(2018: total equity approximately HK$236,863,000).

Gearing

As at 31 December 2019, the Group’s gearing ratio as computed as
the Group’s other borrowings, lease liabilities, liabilities component of
convertible loan notes over total deficit/equity was approximately 79%
(2018: approximately 292%).

Liquidity
The Group had total cash and bank balances of approximately
HK$45,788,000 as at 31 December 2019 (2018: approximately
HK$19,538,000). The Group did not have any bank borrowings for
both years.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWR DN

CHARGE ON ASSETS

Share charges of entire issued share capital of several subsidiaries of
the Company, charges over the Company’s shares which is favour of
China OEPC Limited (“China OEPC”), charge on accounts receivables
to be owed to the Company and land charges over certain lands in
Cambodia acquired or to be acquired by the Group have been created
for securing the convertible bonds. For details, please refer to the
Company’s announcement dated 27 June 2017.

TREASURY POLICIES

The Group generally financed its operations with internally generated
resources and funds from equity and/or debt financing activities. All
financing methods will be considered as long as such methods are
beneficial to the Company. Bank deposits are in HK$, RMB, US$ and
Cambodian dollars (“KHR”).

CONTINGENT LIABILITY AND CAPITAL
COMMITMENTS

The Group had no material contingent liability as at 31 December 2019
and 2018.

The Group had capital commitments for the acquisition of property,
plant and equipment which were contracted but not provided for
as at 31 December 2019 of approximately HK$670,277,000 (2018:
approximately HK$755,162,000).

FOREIGN EXCHANGE EXPOSURE

For the year ended 31 December 2019, the Group earned revenue in
RMB and incurred costs in HK$, RMB, US$ and KHR. Although the
Group currently does not have any foreign currency hedging policy,
it does not foresee any significant currency exposure in the near
future. However, any permanent or significant change in RMB against
HKS$, may have possible impact on the Group’s results and financial
positions.

EMPLOYEE AND REMUNERATION POLICIES

As at 31 December 2019, the Group employed approximately 662
full time employees in Hong Kong, Cambodia and the PRC. The
Group remunerates its employees based on individual and business
performance. Other employee benefits include mandatory provident
fund, insurance and medical coverage, training programs and share
option.
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MANAGEMENT DISCUSSION AND ANALYSIS

PROSPECTS

It is a breakthrough development to the Group in 2019 which three
coking coal mines are operating in the year while there is only one
coking coal mine operating in 2018. Besides, the sales strategy is
changed to selling the clean coal rather than the raw coal starting from
the fourth quarter of 2019 which the profit margin is higher.

The outbreak of COVID-19 in PRC and the quarantine and
transportation and travel restriction measures imposed by the
government in early 2020 to prevent further spread of COVID-19 have
had the negative effect to the mining operation of the Group, which
the coal mines in Shanxi, the PRC were suspended in February 2020.
The Group has implemented certain controls to minimise the impact
of COVID-19 to the operation and the mining operation have been
gradually resumed and returned to normal operation step by step
since March 2020. The Group keeps monitoring the development of
the COVID-19 outbreak and assesses the relevant impacts on the
Group in the future.

Amid the global epidemic crisis and the associated economic turmail,
the Group will keep a close eye on both PRC and overseas markets.
The Group intended to seize more business opportunities including
but not limited to the coal mining and also looking forward to the
potential stimulating effects on economy resulting the counter-cyclical
policies imposed by the governments around the world subsequent to
the crisis. Thus, the Company has entered into the sale and purchase
agreement with the vendor conditionally for acquisition of the equity
interest which the vendor owns the exploration rights of the coal mines
in Australia on 25 May 2020. Australia is the largest country in terms
of coal net export and also the top four country of coal production.
Most of the coal products of Australia are sold to Asian countries. The
Group should be benefit from this potential synergy in between the
coal mines in PRC and Australia.

SUBSEQUENT EVENTS

Subscription of Shares

Reference is made to the Company’s announcements dated 22
April 2020, 27 April 2020, 4 May 2020 and 6 May 2020 in relation to
(a) the proposed issue of 487,827,170 new Shares under General
Mandate to three independent subscribers; and (b) the proposed
issue of 1,264,148,900 new Shares under General Mandate to
eleven independent subscribers for settlement of the Outstanding
Indebtedness. Unless the context requires, capitalised terms used
herein shall bear the same meanings as defined.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWR DN

For Subscription A, the gross proceeds are approximately
HK$10,342,000 (the net proceeds are approximately HK$10,192,000)
and have been applied towards repayment of indebtedness and the
general working capital of the Group. For Subscription B, the gross
proceeds are approximately HK$25,848,000 (the net proceed are
approximately HK$25,698,000) and have been used to set off against
the Outstanding Indebtedness.

All the conditions set out in the subscription agreements for
Subscription A and Subscription B have been fulfilled and the
completion of took place on 13 May 2020, where an aggregate of
487,827,170 new Shares (Subscription A) and 1,264,148,900 new
Shares (Subscription B) have been successfully issued and allotted
to the Subscribers pursuant to the terms and conditions of the
Subscription Agreements.

Share Consolidation

Reference was made to the Company’s circular dated 5 June 2020
and the Company’s announcements dated 8 May 2020, 29 May 2020
and 26 June 2020 in relation to, among others, the proposed share
consolidation. Unless the context requires otherwise, capitalised terms
used herein shall bear the same meanings as defined.

The Share Consolidation has been terminated as the resolution was
not passed by the Company’s shareholders at the SGM on 26 June
2020. Details can be referred to the Company’s announcement dated
26 June 2020.

As disclosed in the Company’s announcement dated 30 June
2020, in order to comply with Rule 13.64 of the Listing Rules, the
Company is considering another proposed share consolidation with
change of board lot size. Details of which will be announced as and
when appropriate. Should the proposed share consolidation and the
change of board lot size materialise, further announcement(s) will be
made in respect of the terms and conditions of the proposed share
consolidation in accordance with the applicable requirements of the
Listing Rules as and when appropriate.

Acquisition of minority interest in a coal mining company
involving issue of consideration shares under specific
mandate

Reference is made to the Company’s announcement dated 25 May
2020 and 15 June 2020 in respect of the discloseable transaction
relating to investment in a coal mining company involving issue of
consideration shares under specific mandate. As at the date of this
report, the transaction is still in progress. A circular containing, among
other things, details of the Acquisition and other information as
required under the Listing Rules, together with a notice convening the
Company’s special general meeting will be despatched.
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The Board is pleased to present the reports and the audited financial
statements of the Group for the year ended 31 December 2019.

PRINCIPAL ACTIVITIES

The Group is principally engaged in (i) the development of cassava
cultivation and deep processing business for the related ecological
cycle industry chain; (ii) coal exploration and development, sale of
coking coal and other coal products and the provision of coal trading
and logistics services; and (iii) the sale of information technology
products, provision of system integration services, technology
services, software development and solution services.

PRINCIPAL SUBSIDIARIES
Details of the Group’s principal subsidiaries are set out in Note 37 of
the consolidated financial statements.

RESULTS

The Group’s results for the year ended 31 December 2019 and the
state of affairs of the Company and of the Group at that date are set
out in the consolidated financial statements on pages 61 to 204.

SUMMARY FINANCIAL INFORMATION

The following is a summary of the published results and the assets,
liabilities and non-controlling interests of the Group, prepared on the
basis set out in the notes to the consolidated financial statements.
This summary does not form part of the audited consolidated financial
statements.
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RESULTS 4
2019 2018 2017 2016 2015
“B-hE ZT)N\F ZT—+tF ZT-RF ZT-A8fF
HK$000  HK$000  HK$000  HK$000  HK$000
TERT FET FET FET FET
Revenue A 944,258 1,004,636 514,409 197,765 63,923
(Loss)/profit before taxation  BRF{AT(E518) /%A (1,323,913) (3,153,345) 753,080 310,070  (4,450,916)
Income tax credit/(expense)  FiEHE R, (FX) 119,054 670,242 (240,516) (118,872 678,184
(Loss)/profit before REFFEERERA
non-controlling interests (B1]),&A (1,204,859)  (2,483,103) 512,564 191,198 (3,772,732)
Non-controlling interests JEERER 509,209 1,301,041 (418,456) (83,593) 1,399,451
Net (loss)/profit attributable ~ &2 FHEE AELF
to owners of the Company (B1#8) /&7 (695,650) (1,182,062) 94,108 107,605  (2,373,281)
ASSETS, LIABILITIES AND LE - BERIEERERS
NON-CONTROLLING INTERESTS
2019 2018 2017 2016 2015
—EB-hE —T-)\F ZT—tF ZT-RF —T-hF
HK$000  HK$000  HK$000  HK$000  HK$000
TERT FHET T FET THET
Non-current assets FRBEE 7,049,630 7,901,132 11,413,381 9,403,806 9,080,025
Current assets mBEE 196,646 358,763 336,454 237,449 141,824
Current liabilities mEAE (2,454,463) (1,405,684) (6,366,010) (5,248,475) (4,607,195)
Net current liabilities mEEERHE (2,257,817) (1,046,921) (6,029,556) (5,011,026) (4,465,371)
Total assets less current liabilities ZELERRE A E 4,791,813 6,854,211 5,383,825 4,392,780 4,614,654
Non-current liabilities FREBERE (5,693,848) (6,617,348) (2,581,269) (2,310,965) (4,006,993)
Non-controlling interests IR (1,552,400) (2,065,414) (3,483,554) (2,935,887) (2,945,506)
Deficit attributable to owners of A2 A% A AJE(L
the Company B4t (2,454,435) (1,828,551)  (680,998)  (854,072) (2,337,845)
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DIVIDEND

Dividend policy

The Board has approved and adopted a dividend policy with effect
from 29 March 2019 (the “Dividend Policy”). The payment of dividend
is subject to the compliance with related laws and regulations,
including the laws of Bermuda, Company’s Bye-laws (the “Bye-
laws”), the Listing Rules, and the financial reporting standards that the
Group has adopted. The Board will continually review the Dividend
Policy from time to time and reserves the right to amend or modify
the Dividend Policy as and when the Board may deem necessary.
There can be no assurance that dividends will be paid in any particular
amount for any given period.

The Company intends to create long term value for the Shareholders
through maintaining a balance between dividend distribution,
preserving adequate liquidity and reserve to meet its working capital
requirements and capturing future growth opportunities. When
considering the declaration and payment of dividends, the Board shall
take into account the following factors of the Group:

— the Group’s overall results of operation, financial condition,
expected working capital requirements and capital expenditure

requirements, liquidity position and future expansions plans;

— the amount of retained profits and distributable reserves of the
Company;

— general economic conditions, business cycle of the Group’s
business and other internal or external factors that may have an
impact on the business or financial performance and position of
the Group; and

— any other factors that the Board deems relevant.

Depending on the conditions and factors as set out above, dividends

may be proposed and/or declared by the Board for a financial year or

period as:

1. interim dividend;

2. final dividend;

3. special dividend; and

4. any distribution of net profits that the Board may deem
appropriate.
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Any final dividend for a financial year will be subject to the
Shareholders’ approval. The Company may declare and pay dividends
by way of cash or scrip or by other means that the Board considers
appropriate. Any dividend unclaimed shall be forfeited and shall revert
to the Company in accordance with the Bye-laws.

The Company does not have any pre-determined dividend distribution
ratio and the Company’s dividend distribution record in the past, if
any, may not be used as a reference or basis to determine the level
of dividends that may be declared or paid by the Company in the
future. The Dividend Policy shall in no way constitute a legally binding
commitment by the Group in respect of its future dividend and/or in no
way obligate the Group to declare a dividend at any time or from time
to time.

Final dividend
Directors do not recommend the payment of a final dividend for the
year ended 31 December 2019 (2018: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year are set out in Note 15 of the consolidated
financial statements.

SHARE CAPITAL AND SHARE-BASED PAYMENT
TRANSACTIONS

Details of the movements in the Company’s share capital during the
year and share-based payment transactions together with the reasons
for such movements, are set out in Notes 26 and 34, respectively, to
the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Company and of the
Group during the year are set out in Note 35 to the consolidated
financial statements and in the consolidated statement of changes in
equity on pages 65 to 66, respectively.
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DISTRIBUTION RESERVES

At 31 December 2019, the Company had no retained profits available
for cash distribution or distribution in specie. Subject to the Companies
Act 1981 of Bermuda (the “Act”), the Company’s contributed
surplus of approximately HK$1,116,554,000 is distributable (2018:
approximately HK$1,116,554,000). The contributed surplus and the
Company’s share premium account, in the amount of approximately
HK$8,926,412,000 at 31 December 2019 (2018: approximately
HK$8,882,864,000), following a reduction thereof in compliance
with the Act and the Shareholders’ approval, may be set off against
the Company’s accumulated losses. Thereafter, any balance in the
Company’s share premium account may be distributed in the form of
fully paid bonus shares.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at the
forthcoming annual general meeting has a service contract with the
Company which is not terminable by the Company within one year
without payment of compensation, other than statutory compensation.

PERMITTED INDEMNITY PROVISION

The Bye-laws provides that the Directors shall be indemnified out of
the assets and profits of the Company from and against all actions,
costs, charges, losses, damages and expenses which they or any of
them shall or may incur or sustain by or by reason of any act done,
concurred in or omitted in or about the execution of their duty, or
supposed duty, in their respective offices or trusts.

The Company has taken out and maintained directors’ liability
insurance which provides appropriate cover for the Directors and
directors of the subsidiaries of the Group.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-Laws
or the laws of Bermuda, the jurisdiction in which the Company is
incorporated, which would oblige the Company to offer new Shares on
a pro rata basis to its existing Shareholders.

SHARES/DEBENTURES ISSUED

Shares

During the year 2019, there were 1,462,200,000 Shares be issued
and allotted due to the completion of placing as mentioned in the
Company’s announcement dated 9 January 2019. As at 31 December
2019, there were 8,773,232,014 Shares in issued.
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Debentures

As at 31 December 2019, there are (i) US40,000,000 convertible loan
notes which are convertible into 1,200,000,000 Shares upon exercise
in full of the conversion rights attaching thereto at the prevailing
conversion price of HK$0.26 per Share (subject to adjustments); and
(i) HK$395,000,000 convertible loan notes which are convertible into
1,196,969,696 Shares upon exercise in full of the conversion rights
attaching thereto at the prevailing conversion price of HK$0.33 each
(subject to adjustments).

Details of the Company’s share capital are set out in Note 26 to the
consolidated financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, the Company has maintained
sufficient public float of not less than 25% of the Company’s total
issued share capital as required under the Listing Rules throughout the
year ended 31 December 2019 and as at the date of this report.

PURCHASE, SALE AND REDEMPTION OF SHARES
Neither the Company nor any of its subsidiaries purchased, redeemed
or sold any of the Company’s listed securities during the year ended
31 December 2019.

MAJOR CUSTOMERS AND SUPPLIERS

Sales to the Group’s largest customer accounted to approximately
40% of the Group’s total sales in 2019. Sales to the Group’s five
largest customers accounted for approximately 86% of the Group’s
total sales in 2019.

Purchases from the Group’s five largest suppliers accounted for 100%
of the total purchases in 2019 and purchases from the largest supplier
included therein amounted to approximately 45% of the Group’s total
purchases for the year.

None of the Directors, any of their associates, or any of the substantial
shareholders of the Company (which are disclosed to the Directors)
had any beneficial interest in the Group’s five largest customers and
suppliers.
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DIRECTORS

As at the date of this report, the Board comprises seven Directors:

Executive Directors

Mr. Zhang Sanhuo

Mr. Tse Michael Nam (Chief Executive Officer)
Ms. Zhang Tingting (appointed on 2 July 2019)

Non-executive Directors
Dr. Lam Lee George
(appointed on 1 June 2019 and resigned on 22 July 2019)

Mr. Zou Chengjian (resigned on 5 August 2019)
Ms. Zhu Zheyu (Chairman)
(appointed on 2 July 2019 and resigned on 12 June 2020)

Mr. Chang Che-Fa
(appointed on 12 July 2019)

Independent non-executive Directors
Mr. Zhou Chunsheng (resigned on 5 August 2019)
Mr. Leung Po Wing, Bowen Joseph ass, s,
(resigned on 20 August 2019)
Ms. Leung Yin Fai (resigned on 10 January 2020)
Mr. Lyu Guoping
(appointed on 12 July 2019)
Mr. Jin Xuliang
(appointed on 20 August 2019)
Mr. Lam Chi Wai
(appointed on 10 January 2020)

In accordance with Bye-laws 111 (A) and 115 and the code provisions
set out in the Corporate Governance Code and Corporate Governance
Report (the “Code”) as set out in Appendix 14 of the Listing Rules,
each of Mr. Zhang Sanhuo, Ms. Zhang Tingting, Mr. Chang Che-Fa,
Mr. Lam Chi Wai, Mr. Lyu Guoping, and Mr. Jin Xuliang shall retire
from office at the AGM. Being eligible, each of Mr. Zhang Sanhuo,
Ms. Zhang Tingting, Mr. Chang Che-Fa, Mr. Lam Chi Wai, Mr. Lyu
Guoping, and Mr. Jin Xuliang will offer themselves for re-election as
executive Director/non-executive Director/independent non-executive
Director (as the case may be).

The Company has received written confirmation from all independent
non-executive Directors regarding their independence pursuant to Rule
3.13 of the Listing Rules. The Company considers all the independent
non-executive Directors as independent.
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DIRECTORS’ BIOGRAPHIES
Biographical details of the current Directors are set out in the “Board
Profile” section of this report.

DIRECTORS’ INTERESTS IN CONTRACTS

No Director had a material beneficial interest, either directly or
indirectly, in any contract of significance to the business of the Group
to which the Company or any of its subsidiaries was a party during the
year.

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

As at 31 December 2019, the interests and short positions of
the Directors and chief executives of the Company in the Shares,
underlying shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQ”)), as recorded in the register required to
be kept by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”), were as follows:

(i) Long/short position in the Shares

EEZER
EEEE BEFBENAREEEEH

Tl—# -

EERENzER
FAMBEEEEARRAHEERMB AR
BHHAKREXRBBEAREZEIAAYD
o BERSRERREEAE mign

EERBRSTHRARRKS - 126
R REZZEBRXR

RZZBE-NF+ZA=+—H FFKEAR
AREITRABRANARREBEEE(E
ERBHZRBAEHRO(TESF GGG E
XVER) Z B fn - #ER RMESFH - AN
REAREEZ M ERGIEIL2HAFELZ
BRCfATRCe: - SRB LM BITAESFET
EHERHHFEESTRI(FEESTRINEMER
RE NP2 s SRR AT
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i) RBRBZ2HFR KE

Approximate
percentage of
issued share

No. of capital as at

Name of Directors Nature of interest shares held Position 31 December 2019

HR=ZF-NF

+=-—A=+—H

ZEBITRA

EEnE EEMHE FEROBE &R BHABED K

Mr. Zhang Sanhuo M®©) Beneficial owner 1,885,859,226 Long 21.496%
ok = B 5 A ) EmEAA HE

1,827,237,883 Short 20.827%
A

Mr. Tse Michael Nam Beneficial owner 153,164 Long 0.002%
A FEE EnEAA S
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(i)

Note:

China OEPC which is beneficially owned by Best Growth Enterprises
Limited (“Best Growth”). And Mr. Zhang Sanhuo (“Mr. Zhang”) is the
ultimate beneficial owner. Therefore, by virtue of the SFO, Mr. Zhang was
deemed to be interested in all the Shares held by China OEPC. As at
31 December 2019, China OEPC held 1,885,859,226 Shares in which
1,827,237,883 Shares had been pledged.

Long/short position in the underlying shares
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GEX

R B 82 f Best Growth Enterprises Limited
([Best Growth)) Bz A kik =& &4 (R
EEDARREZEBA - Bt - BRIEFS
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Mr. Zhang Sanhuo M " Beneficial owner 1,153,115,151 Long 13.144%
ok = & Sp A e E=BEAA e

1,151,515,151 Short 13.125%
KB

Mr. Tse Michael Nam Mote2) Beneficial owner 78,967,400 Long 0.900%
I o A (D) E=BEAA e

Ms. Leung Yin Faj Neted) Beneficial owner 1,000,000 Long 0.011%
PIENE Ly WY EREAEA e

Notes: MIEE -
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These underlying shares are held by (i) Mr. Zhang, an executive
Director, as the Company’s share options which entitling him to
subscribe for 1,600,000 Shares at a subscription price of HK$1.50
per Share; (i) Ms. Hao Ting for the amount of HK$15,000,000
convertible notes (“CN”), which are convertible into 45,454,545
Shares, as family interested; and (i) China OEPC which is beneficially
owned by Best Growth and Mr. Zhang is the ultimate beneficial owner
for the amount of HK$380,000,000 CN, which are convertible into
1,151,515,151 Shares. All the amount of HK380,000,000 CN, which
are convertible into 1,151,515,151 Shares had been pledged.

As at 31 December 2019, Mr. Zhang held in aggregate 1,153,115,151
underlying shares in which 1,515,515,151 underlying shares had
been pledged.
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&) ¥EH - Mz A5 Rl fEBest Growth
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380,000,000/ 7T 2 AT A AT #2 f% 2 & (7]
HiAE1,151,515,151 K H) B 1 iK
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2. Mr. Tse Michael Nam, an executive Director and Chief Executive
Officer, held the Company’s share options entitling him to subscribe
for (i) 6,000,000 Shares at a subscription price of HK$1.50 per Share;
and (i) 72,967,400 Shares at a subscription price of HK$0.352 per
Share.

3. Ms. Leung Yin Fai, an independent non-executive Director, held the
Company’s share options entitling her to subscribe for 1,000,000
Shares at a subscription price of HK$1.50 per Share. But the
mentioned options had been lapsed after her resignation on 10
January 2020.

In addition to the above, as at 31 December 2019, certain Directors
have non-beneficial personal equity interests in certain subsidiaries
held for the benefit of the Company solely for the purpose of complying
with the minimum company membership requirements.

Except as disclosed above, as at 31 December 2019, neither the Chief
Executive Officer nor any of the Directors had or was deemed to have
any interests or short positions in the Shares, underlying shares or
debentures of the Company and its associated corporations (within the
meaning of Part XV of the SFO) (i) which were required to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of the SFO);
or (i) which were required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein; or (i) which were required to
be notified to the Company and the Stock Exchange pursuant to the
Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR

DEBENTURES

Except as disclosed above and in Note 20, Note 21, Note 30, Note 31
and Note 34 of the consolidated financial statements, at no time during
the year were rights to acquire benefits by means of the acquisition of
Shares granted to any of the Directors or their respective spouses or
children under 18 years of age, or were any such rights exercised by
any of them; or was the Company, or any of its subsidiaries, or related
companies a party to any arrangement to enable the Directors to
acquire such rights in any other body corporate.

SHARE OPTION SCHEMES

The Company’s share option scheme (the “Share Option Scheme”)
approved and adopted by the Company based on the Shareholders’
resolution passed on 28 May 2015.
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The purpose of the Share Option Scheme is to enable the Company
to grant share option (the “Option(s)”) to certain employees of the
Group and any suppliers, consultants, agents and advisers or any
person who, in the sole discretion of the Board, has contributed or
may contribute to the Group in recognition of their contribution to the
Group.

The total number of Shares issued and to be issued upon exercise of
the Options granted to each eligible participant or grantee (including
exercised and outstanding Options) in any 12-month period up to
the date of grant shall not exceed 1% of the Shares in issue at the
date of grant. Any further grant will be conditional upon Shareholders’
approval in general meeting.

Subject to the terms of the Share Option Scheme, an Option may
be exercised in whole or in part at any time during the period to be
determined by the Board but in any event no later than 10 years from
the date of grant. There is no specified minimum period for which an
Option must be held before it can be exercised. An offer of the grant
of an Option shall remain open for acceptance for a period of 28 days
from the date upon which is it made and a non-refundable nominal
consideration of HK$1.00 is payable by the grantee upon acceptance
of an Option.

The exercise price of the Options granted under the Share Option
Scheme may be determined by the Board at its absolute discretion
but in any event will not be less than the highest of: (i) the closing
price of the Shares as stated in the daily quotations sheet of the Stock
Exchange on the date of grant, which must be a business dayj; (i) the
average closing price of the Shares as stated in the daily quotations
sheets of the Stock Exchange for the five business days immediately
preceding the date of grant; and (i) the nominal value of the Share on
the date of grant.

For details of the Share Option Scheme, please refer to the Company’s
circular dated 24 April 2015.

Share Options Movement
During the year 2019, there were 730,000,000 Options granted and
3,900,000 Options lapsed.
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On 17 January 2019, the Company granted Options to certain
grantees to subscribe for a total of 730,000,000 Shares. Among the
730,000,000 Options granted, 50% of the Options are exercisable
from the date of grant to the expiry of option period and 50% of
the Options granted to the grantees are exercisable from the first
anniversary of the date of grant to the expiry of the option period.
For the details of the above Options granted, please refer to the
Company’s announcement dated 17 January 2019.

In June 2019, a total of 900,000 Options lapsed due to the related
grantees ceased to be the eligible participants.

In August 2019, total of 3,000,000 share options lapsed due to the
resignation of Directors.

The Scheme Mandate Limit was refreshed with the Shareholders’
approval during the annual general meeting of the Company held
on 31 May 2019. The Company therefore may grant Options
entitling holders thereof to subscribe for up to a maximum number
of 877,323,201 Shares, representing approximately 10% of the
number of the issued Shares as at 31 May 2019. The total number of
Shares which might be issued upon exercise of the Options granted
under the “refreshed” Scheme Mandate Limit of 877,323,201 Shares
together with all outstanding 927,241,370 Options as at 31 May 2019
carrying the right to subscribe for 1,804,564,571 Shares, representing
approximately 20.569% of the total number of Shares in issue as at 31
May 2019.

The particulars of Options granted to Directors and the movements
during the year can be referred to Note 34.

As at 31 December 2019, there were 923,341,370 Options
outstanding. (2018: 197,241,370 Options).

As at the date of this report, a total of 922,341,370 Options were
outstanding, representing approximately 8.76% of the Company’s
issued share capital. There are 877,373,201 Options carrying the rights
to subscribe for 877,373,201 Shares, which represent approximately
10% of the Company’s issued share capital, were available for grant
by the Company as at 31 December 2019.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

Persons who have an interest or short position which is
disclosable under Divisions 2 and 3 of part XV of the SFO
and substantial Shareholders

So far as is known to the Directors, as at 31 December 2019, the
following persons (not being Directors or the Chief Executive Officer
of the Company) had, or were deemed to have, interests or short
positions in the Shares or underlying shares which are required to
be disclosed to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO or who were
directly or indirectly interested in 10% or more of the nominal value of
any class of share capital carrying rights to vote in all circumstances at
general meetings of any member of the Group:

(I) INTERESTS IN THE SHARES AND UNDERLYING
SHARES

REPORT OF DIRECTORS
ESEWRE

FERRREMA TR RAEE
Rz E@mRXR

BRARBRESRPE KRG EXVER
E2RIDMBHBEBHIXBZALTR
FERR

BEEMA R_FT-NFt-_A=+—
B TOAL(EFEETHARBTHAR)
KRB SAERO T BEXRESERR
BEHREEEOIEXVEE2 X3 TR A
AARRRBRABRBEZEDIARR  HE
EXEZREEMEREMNTNERBR TER
SEEAKE AR ZBRRERRZIEME
RIRLATEIE10%IA £ 2 g

) REOREBERDZERS

Approximate

No. of percentage of
Shares and/or issued Share
Name of substantial underlying capital as at
Shareholders Nature of interest shares held Position 31 December 2019
ER=B—hEF
A= Ri=rie H
FERB R, ZEBITRA
FTERRER ERME HEEARGEE ®HE BHAES K
Best Growth Enterprises Limited ™ Interest of controlled  3,037,374,377 Long 34.62%
corporation
REEE R S
2,978,753,035 Short 33.95%
A
China OEPC Limited MNete) Beneficial owner 3,037,374,377 Long 34.62%
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2,978,753,035 Short 33.95%
KR
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Note:

INT

China OEPC beneficially owns 1,885,859,226 Shares and the amount
of HK$380,000,000 convertible notes which are convertible into
1,151,515,151 Shares. China OEPC is beneficially owned by Best
Growth. Best Growth is beneficially owned by Mr. Zhang Sanhuo, an
executive Director. By virtue of the SFO, Mr. Zhang and Best Growth
are deemed to be interested in those shares and derivative interest
held by China OEPC.

China Huarong Macau (HK) Investment Holdings Limited (“Huarong
(HK)”) beneficially owns Shares and convertible bonds. Huarong
(HK) is wholly and beneficially owned by China Huarong (Macau)
International Company Limited. (“Huarong (Macau)”). By virtue of the
SFO, Huarong (Macau) was deemed to be interested in those shares
held by Huarong (HK).

Huarong (Macau) is held 51% of shares by Huarong (HK) Industrial
Financial Investment Limited (“Huarong IFI”). By virtue of the SFO,
Huarong IFI was deemed to be interested in those shares which
Huarong (Macau) was interested.

Huarong IFl is wholly and beneficially owned by Huarong Real Estate
Co., Ltd. (“Huarong REC”). By virtue of the SFO, Huarong REC was
deemed to be interested in those shares which Huarong IFI was
interested.

Huarong REC is wholly and beneficially owned by China Huarong
Asset Management Co., Ltd. (“Huarong AM”). By virtue of the SFO,
Huarong AM was deemed to be interested in those shares which
Huarong REC was interested.

ERESTS IN SHARES OF ASSOCIATED

CORPORATIONS OF THE COMPANY

Name of subsidiary

MEARERE

BMC Software (China) Ltd.

LS

Name of entity

EXeR

BMC Software (HK) Ltd.

represents a long position in the securities
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Except as disclosed above and so far as the Directors were aware,
as at 31 December 2019, no other party had any interest or short
position in the Shares, the underlying shares or debentures of
the Company which would be required to be disclosed to the
Company under provisions of Division 2 and 3 of Part XV of the
SFO, or which would be required, pursuant to Section 336 of the
SFO, to be entered in the register referred to herein.

DISCLOSURE OF DIRECTORS’ INFORMATION
PURSUANT TO RULE 13.51B OF

THE LISTING RULES

The appointment of Mr. Leung Po Wing, Bowen Joseph (“Mr. Leung”)
as an independent non-executive Director has been expired and
automatically renewed on 26 March 2019 with a term of service for
one year and subject to rotational retirements under the Bye-laws.
Mr. Leung currently entitled to receive a remuneration of HK$14,000
per month. But on 20 August 2019, Mr. Leung had resigned as an
independent non-executive Director.

The appointment of Mr. Zou Chengjian (“Mr. Zou”) as a non-executive
Director has been expired and automatically renewed on 22 June
2019 with a term of service for one year and subject to rotational
retirements under the Bye-laws. Mr. Zou currently entitled to receive
a remuneration of HK$14,000 per month. But on 5 August 2019, Mr.
Zou had resigned as a non-executive Director.

The appointment of Mr. Zhou Chunsheng (“Mr. Zhou”) as an
independent non-executive Director has been expired and
automatically renewed on 22 June 2019 with a term of service for
one year and subject to rotational retirements under the Bye-laws.
Mr. Zhou currently entitled to receive a remuneration of HK$14,000
per month. But on 5 August 2019, Mr. Zhou had resigned as an
independent non-executive Director.

On 13 January 2020, the remuneration package of Mr. Zhang Sanhuo
had been modified as per his personal request due to the economic
impact of COVID-19. He requested to reduce his monthly remuneration
from HK$60,000 to HK$20,000 with effect from 1 January 2020.
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The remuneration of the Directors is governed by the Bye-laws and
the remuneration amount is determined by the Board based on the
recommendation from the Company’s remuneration committee with
reference to, among other matters, the duties and responsibilities
of the Directors, salary paid by comparable companies, time
commitment, employment conditions of other members of the Group
and a bonus for each financial year which is subject to the discretion
of the Board.

During the year 2019, the executive Directors, Mr. Zhang Sanhuo,
Mr. Tse Michael Nam and Ms. Zhang Tingting received emoluments
of approximately HK$1,119,000, approximately HK$1,578,000
and approximately HK$364,000 respectively. The non-executive
Directors, Mr. Zou Chengjian, Dr. Lam Lee George, Ms. Zhu Zheyu
and Mr. Chang Che-Fa received emoluments of approximately
HK$11,000, approximately HK$24,000, approximately HK$456,000
and approximately HK$79,000 respectively. The independent non-
executive Directors, Ms. Leung Yin Fai, Mr. Leung Po Wing, Bowen
Joseph, Mr. Zhou Chunsheng, Mr. Lyu Guoping and Mr. Jin Xuliang
received emoluments of approximately HK$168,000, approximately
HK$107,000, approximately HK$100,000, approximately HK$79,000
and approximately HK$61,000 respectively.

Details of Director’s and chief executive’s emoluments are set out
in Note 14 of the consolidated financial statements. The basis for
determining the Directors’ emoluments (including bonus payments)
remained unchanged during the year.

Save as disclosed above, during the year, and as at the date of this
report there were no other changes to the Director’s information that
are requires to be disclosed pursuant to Rule 13.51B (1) of the Listing
Rules.

CORPORATE GOVERNANCE

Throughout the year ended 31 December 2019, the Company had
complied with the code provisions of the Corporate Governance Code
and Corporate Governance Report (the “Code”) as set out in the
Appendix 14 of the Listing Rules. Details of corporate governance are
set out in the section headed “Corporate Governance Report” in this
report.
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AUDITOR

The Group’s consolidated financial statements for the year ended 31
December 2019 had been audited by Crowe (HK) CPA Limited, who
will retire and being eligible, offer themselves for reappointment as
auditor at the Company’s forthcoming annual general meeting.

INDEPENDENT AUDITOR’S REPORT ON THE
COMPANY’S CONSOLIDATED FINANCIAL
STATEMENTS FOR THE YEAR ENDED

31 DECEMBER 2019

As disclosed in sections headed “Disclaimer of Opinion” and “Basis for
Disclaimer of Opinion” in the independent auditor’s report contained
on pages 58 to 60 of the Annual Report, the auditor of the Company
(the “Auditor”) did not express an audit opinion on the consolidated
financial statements of the Group for the year ended 31 December
2019 because of the significance of the matters described in the
section “Basis for Disclaimer of Opinion”.

The Board’s Response to the Disclaimer Opinion

As described in Note 1 to the consolidated financial statements, the
Group incurred a loss of approximately HK$1,204,859,000 during the
year ended 31 December 2019 and as at that date, the Group had net
current liabilities and net liabilities of approximately HK$2,257,817,000
and approximately HK$902,035,000 respectively whereas its bank
balances and cash amounted to approximately HK$45,788,000 only
as at the same date. Besides, included in the net current liabilities
of the Group, there are convertible loan notes issued in 2017 by the
Company with net carrying amount of approximately HK$254,708,000
(2017 Convertible Loan Notes”). As further set out in Note 25 to the
consolidated financial statements, 2017 Convertible Loan Notes will
be matured on 10 July 2020, and up to the date of this report, the
Company is negotiating with the holder of 2017 Convertible Loan
Notes for extending its repayment due date.

These conditions, together with other matters described in Note 1
to the consolidated financial statements, indicate the existence of
material uncertainties which may cast significant doubt on the Group’s
ability to continue as a going concern.
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As disclosed in Note 1 to the consolidated financial statements, the
Directors are of the opinion that the Group will have sufficient working
capital to meet its financial obligations as and when they fall due for
the next twelve months from 31 December 2019 after taking into
consideration of the following:

)

v)

Subsequent to 31 December 2019, non-controlling interests
holders had confirmed that the repayment of the amounts due
by the Group of approximately HK$3,946,492,000 shall be
extended by 3 years upon the maturity dates and they shall
demand immediate settlement of the amounts due by the Group
of approximately HK$987,182,000 on 31 December 2021;

On 22 April 2020, the Company entered into conditional
subscription agreements with (i) three independent subscribers
in relation to the subscription of 487,827,170 new ordinary
shares (“New Shares”) of the Company (“Subscription A”); and
(i) eleven independent subscribers in relation to the subscription
of 1,264,148,900 New Shares (“Subscription B”). Subscription
price under Subscription A is HK$0.0212 per New Share while
subscription prices under Subscription B are ranged from
HK$0.019 to HK$0.0212 per New Share. Both Subscription
A and Subscription B were completed on 13 May 2020; After
taking into account the professional fee of HK$150,000 incurred
in each of Subscription A and Subscription B, the net proceeds
from Subscription A is approximately HK$10,192,000, of which
HK$9,000,000 will be used for repayment of indebtedness of
the Group while the remaining proceeds of HK$1,192,000 will
be used as general working capital of the Group. Net proceeds
from Subscription B is approximately HK$25,698,000 and that
was set off against the debts due to the eleven subscribers under
Subscription B, and there is no impact on the Group’s cash flows;

The Group is in the negotiation with the holder of 2017 Convertible
Loan Notes to restructure the repayment timetable of the
Company’s financial obligations;

As at 31 December 2019, included in the current liabilities of the
Group was derivative component of convertible loan notes of
approximately HK$850,000 which represented the fair value of
options entitling the holders to convert the convertible loan notes
into ordinary shares of the Company before the maturity dates of
the convertible loan notes and the early redemption option. Such
derivative component of convertible loan notes shall not in itself
result in any cash outflow for the Group; and

External facilities shall be available to the Group.
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The Group’s ability to continue as a going concern will depend upon
the Group’s ability to generate adequate financial and operating cash
flows through the following:

(i)  Successfully negotiating with the holder of 2017 Convertible Loan
Notes to restructure the repayment timetable of the Company’s
financial obligations; and

(i)  Successfully obtaining external facilities for fulfilling its other
existing financial obligations.

The Company will exercise its endeavours to generate adequate
financial and operating cash flows.

AUDIT COMMITTEE AND REVIEW OF
FINANCIAL STATEMENTS

The Company established an audit committee (the “Audit Committee”)
on 12 June 1999 with clear written terms of reference. And the terms
of reference of Audit Committee had been revised on 10 December
2018 and became effective from 1 January 2019.

As at the date of this report, the Audit Committee comprised three
members, all of whom were independent non-executive Directors. The
composition of the Audit Committee is Mr. Lam Chi Wai (chairman of
the Audit Committee), Mr. Lyu Guoping and Mr. Jin Xuliang. Mr. Lam
Chi Wai is a member and a practicing member of the HKICPA, a fellow
member of the Association of Chartered Certified Accountants and
the Taxation Institute of Hong Kong. None of the members is a partner
or former partner of Crowe (HK) CPA Limited, the Group’s external
auditor (the “Auditor”).

The Audit Committee meets at least twice a year to review (i) the
annual and interim results and the accompanying auditor’s reports, (i)
the accounting policies and practices adopted by the Company, and
(iiiy the financial, risk management and internal control systems of the
Company.

The Audit Committee had reviewed the Group’s audited consolidated
financial statements for the year ended 31 December 2019 and had
submitted its views to the Board.

ON BEHALF OF THE BOARD
Mr. Tse Michael Nam
Chief Executive Officer
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The Board and the Company’s management are highly committed to
maintaining good corporate governance practices, internal control,
risk management and transparency in fulfilling their corporate
responsibility and accountability to the Shareholders. The Board and
the management recognise that the maintenance of good corporate
governance practices is an essential factor in achieving financial
success and enhancing Shareholders’ value.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODES

(a)

(b)

38

Corporate governance codes

Compliance with the corporate governance code

Throughout the year ended 31 December 2019, the Company has
complied with the code provisions of the Corporate Governance
Code and Corporate Governance Report (the “Code”) as set
out in Appendix 14 of the Listing Rules. The Board will continue
to review and monitor the Company’s corporate governance
practices to ensure compliance with the Code. The Company
had adopted an internal monitoring policy to maintain a higher
level of the Company’s compliance with the Codes throughout
the year ended 31 December 2019 and also to report on whether
any non-compliance with the Codes, if any, was fully disclosed
and explained in this corporate governance report. The execution
and enforcement of the Company’s corporate governance
system is monitored and reviewed by the Board annually. The
Board believes that the commitment of high-standard corporate
governance will provide long-term value and maximised returns to
Shareholders.

Securities transactions

The Model Code has been adopted as the code for regulating
Directors’ securities transaction for the Company. In response
to specific enquiries made, all the Directors confirmed that they
had complied with the Model Code in their securities transactions
throughout the year 2019.

The Company has also established written guidelines no less
exacting than the Model Code for relevant employees in respect
of their dealing in the Shares and established written guidelines
on inside dealings in relation to the Company and the securities
transaction of the Company with reference to SFO Chapter 571
Division 4.
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(c) Board of Directors

Up to the date of this report, the Board is composed of seven
members comprising three executive Directors (including the
Chief Executive Officer), one non-executive Director and three
independent non-executive Directors (“INEDs”). Throughout the
year, the number of independent non-executive Directors meets
the one-third requirement under the Listing Rules.

The biographical details of the current members of the Board
are set out on pages 4 to 6 of this report. The Company has
also maintained on its website and on the website of the Stock
Exchange, an updated list of the Directors which identifying their
roles and functions including whether they are INEDs.

Save for being a Director, each Director does not have any
financial, business, family or other material/relevant relationship(s)
and in particular, between the Chairman and the Chief Executive
Officer.

The Board is tasked with the responsibility of directing and
supervising the Company’s businesses and affairs and promoting
its success and growth. The Board is collectively responsible
for the management and operations of the Company and is
responsible for directing and supervising the overall management
of the Company with regards to the implementation and
maintenance of internal control procedures and ensuring
compliance with relevant statutory requirements, the Listing Rules
and other rules and regulations and performing the corporate
governance duties.

The Board delegates the authority and responsibility for
implementing day-to-day operations, business strategies
and management of the Group’s businesses to the executive
Directors, senior management and certain specific responsibilities
to the Board committees.
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The Board meets regularly. During the year, four regular Board
meetings were held. Notices for regular Board meetings were
given to all Directors at least 14 days prior to the meetings.

Prior to each Board meeting (for regular meetings, at least 3 days
prior), the Chairman, with the support of the Company Secretary,
ensures that every Director has been properly briefed on issues
and provided with the agenda and accompanying Board papers
containing adequate information provided by the management to
enable them to make informed decisions at the meeting. Every
member of the Board has an opportunity to propose matters in
the agenda for discussion at each Board meeting.

Minutes of Board meetings and committees meetings are taken
by the Company Secretary and maintained at the Company’s
premises. Minutes of the Board and committees meetings
record in sufficient detail the matters considered by the Board or
committees and decisions reached, including any concerns raised
by the Directors or dissenting views expressed. Drafts and final
versions of minutes are sent to all Directors for their comments
within a reasonable time after the Board and committees meetings
are held. Every member of the Board is entitled to inspect Board
papers and related materials and has unrestricted access to
the advice and services of the Company Secretary to ensure
that Board procedures, and all applicable rules and regulations,
are followed. Where queries are raised by any of the Directors,
responses are provided as promptly and fully as possible. The
Directors may also upon reasonable request, seek independent
professional advice in appropriate circumstances, at the expense
of the Company. So far and save as disclosed, there has not
been any case where a substantial shareholder or a Director has
a conflict of interest in a matter to be considered by the Board
which the board has determined to be material.
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The attendance of each of the Directors at the general meetings
(included annual general meeting), Board meetings and meetings
of the audit committee, remuneration committee, nomination
committee and risk management committee held during the year

is set out below:

Directors
E=x

Executive Directors
HITES

Mr. Zhang Sanhuo
R=BX4E

Mr. Tse Michael Nam
FEE

Ms. Zhang Tingting Metes)
Gty S

Non-executive Director
FHTES

Mr. Zou Chengjian Netes)
88 i o A )

Dr. Lam Lee George Mot
e
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SRS A7 - Gi)

Mr. Chang Che-Fa Mot

B 4 B 4 A ()
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Notes:

e Dr. Lam Lee George had been appointed as non-executive Director
on 1 June 2019 and resigned on 22 July 2019.

e Ms. Zhang Tingting has been appointed as executive Director on 2
July 2019.

e Ms. Zhu Zheyu had been appointed as non-executive Director on 2
July 2019 and resigned on 12 June 2020.

e Mr. Chang Che-Fa has been appointed as non-executive Director on
12 July 2019.

e Mr. Lyu Guoping has been appointed as independent non-executive
Director on 12 July 2019.

e Mr. Zhou Chunsheng resigned as independent non-executive Director
on 5 August 2019.

e Mr. Zou Chengjian resigned as non-executive Director on 5 August
2019.

e Mr. Leung Po Wing, Bowen Joseph GBS, JP resigned as
independent non-executive Director on 20 August 2019.

e  Mr. Jin Xuliang has been appointed as independent non-executive
Director on 20 August 2019.

e Ms. Leung Yin Fai resigned as independent non-executive Director on
10 January 2020.

e Mr. Lam Chi Wai has been appointed as independent non-executive
Director on 10 January 2020.

Two of the regular Board meetings were for the approval of the
Company’s interim and annual results and the others were to
review or discuss (i) the effectiveness of the Company’s financial
and internal control systems; (i) the policies; (iii) strategic business
planning and operation review; (iv) the risk management; and (v)
the upcoming business transactions.

The Company had maintained an appropriate level of insurance
cover in respect of legal action against the Directors and officers
of the Company and its subsidiaries throughout the year ended 31
December 2019.

Each Director has disclosed to the Company in a timely manner
of any change, the number and nature of offices held in public
companies or organisations and other significant commitments.
All such changes during the year and up to the date of this report
have been disclosed in the Report of the Directors section of this
annual report.
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(e)
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Appointments, re-election and removal of Directors
Each of the executive Directors, non-executive Director and
independent non-executive Directors has entered into a letter of
appointment with the Company for a specific term. Such term is
subject to his/her re-appointment by the Company at an annual
general meeting upon such Director’s retirement by rotation at
least once every three years and offering himself/herself for re-
election.

The Bye-laws provide that any Director appointed by the Board,
(i) to fill a casual vacancy in the Board, shall hold office only until
the next following general meeting of the Company and shall be
subject to re-election at such meeting; and (i) as an addition to
the Board, shall hold office until the next annual general meeting
of the Company and shall then be eligible for re-election.

Chairman and chief executive officer

The roles of Chairman and Chief Executive Officer have been
separated since 14 June 2013 and the division of responsibilities
between the Chairman and Chief Executive Officer has been
clearly established based on the requirement of Listing Rules.

During the year, the Chairman fulfilled his/her responsibilities,
including chairing the Board meetings, ensuring that the Board
operates effectively and discharges its responsibilities, ensuring
good corporate governance practices and procedures by
anchoring with the Listing Rules (even though these practices and
procedures have not been formally documented in the Company’s
policy), facilitating effective contribution of Directors, ensuring
effective communications with Shareholders and ensuring
constructive relations between executive and non-executive
Directors. During the year, the Chairman has also chaired meeting
with the INEDs and the non-executive Director, without the
presence of the other executive Director.

Non-executive Directors and independent
non-executive Directors

During the year and up to the date of this report, the Company
had been in compliance with Rules 3.10 (1), (2) and 3.10A of the
Listing Rules by having at all times three INEDs on its Board, one
who has the appropriate professional accounting qualifications
and the number of INEDs represented at least one-third of the
Board.

(d)

(e)

(f)
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44

Each of the INEDs and the non-executive Director was appointed
for an initial term of not more than two years from the date of
his/her appointment. Upon the expiry of the initial term, the
appointment may be renewed for another term of not more than
two years.

Each of the INEDs met the independence guidelines set out in
Rule 3.13 of the Listing Rules and the Company considered each
of them to be so.

The Company had received written confirmation from all INEDs an
annual confirmation as to his/her independence.

The non-executive Director and the INEDs have been participating
in Board meetings, taking the lead where potential conflicts of
interests arise, serving on the audit, nomination and remuneration
committees, scrutinising the Company’s performance in achieving
agreed corporate goals and objectives, monitoring performance
reporting and making a positive contribution to the development
of the Group’s strategy and policies through independent,
constructive and informed comments and giving the Board and
committees in which they serve, the benefit of their skills, expertise
and varied backgrounds and qualifications through regular
attendance and active participation. Each Director has also given
sufficient time and attention to the Company’s affairs during the
year.

Remuneration committee

The Company’s remuneration committee (the “Remuneration
Committee”) was established in June 2005 with specific written
terms of reference detailing the Remuneration Committee’s
role and authority. The terms of reference of the Remuneration
Committee had been published on the Company’s website as well
as the Stock Exchange’s website.

The Remuneration Committee is responsible for formulating and
making recommendation to the Board on the Group’s policy
and structure for the remuneration of the Directors and senior
management and the establishment of a formal and transparent
procedure for developing policy on such remuneration and review
of the policy and the procedure annually. The Remuneration
Committee has the delegated responsibility to determine the
specific remuneration packages of the executive Directors and
senior management and to make recommendations to the Board
for the remuneration of the non-executive Directors and INEDs
after conducted the Board evaluation annually.
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In fulfilling its functions, the Remuneration Committee takes
into consideration factors such as salaries paid by comparable
companies, respective time commitment, and responsibilities
of the Directors and senior management and whether the
remuneration packages are competitively attractive to retain the
executive Directors and senior management. The Remuneration
Committee members may consult the Chairman of the Board
about their proposals relating to the remuneration of the executive
Directors and have access to sufficient resources including
professional advice if considered necessary. No Director can,
however, approve his own remuneration.

As at the date of this report, the Remuneration Committee
comprised five members, three of whom were INEDs, in which
one of them was also the chairman of the Remuneration
Committee. The members of the Remuneration Committee as at
the date of this report are Mr. Lam Chi Wai (the chairman of the
Remuneration Committee), Ms. Zhang Tingting, Mr. Lyu Guoping
and Mr. Jin Xuliang.

The Remuneration Committee meets at least once each year
to review and approve the remuneration package of the other
Directors and the senior management (which had remained
unchanged from the previous year) and other related matters
including the Board evaluation.

Risk management committee

The Company’s risk management committee (the “Risk
Management Committee”) was established in September
2017 with specific written terms of reference detailing the Risk
Management Committee’s role and authority. The terms of
reference of the Risk Management Committee had been published
on the Company’s website as well as the Stock Exchange’s
website.

The Risk Management Committee is responsible for reviewing
of the risk management and internal control systems, the
effectiveness of the Company’s internal audit function, and such
other duties as stipulated under the Codes as set out in Appendix
14 of the Listing Rules.

As at the date of this report, the Risk Management Committee
comprised three members, two executive Directors and one
INED. The members of the Risk Management Committee as at the
date of this report are Mr. Tse Michael Nam, Ms. Zhang Tingting
and Mr. Jin Xuliang (the chairmen of the Risk Management
Committee).

(h)

A\ e ey
ERERRE

RETHERBRER  FTHEZEEERENA
ZERALBATMYHE BFERE
REREMN D 2 BE R E EA KT
BEBAFFNABRIRTEERER
EEERIT FHEZBEEREAIRE
BRATESTN I EZRERNETSE
B URERERER  BRERRY
ERESRKEXER - AW - EFTEH
ARG 25 -

RARSEH  FMZE€RAEKE
MR ZRRBIIFRTEEEHP—F
NREFHEZESEE) - RAREH
Hl - HINEZ B ek 8 /SR 5t & G
ZEQIF)  REERLE  aBFEAE
RETBFREL

FNZBeBFRIBIT—REHE N
B R EEMEERSRERE 2
WS (BEEFRERETE)RBREES
SHEEANEMERER -

AREEESS
RKRARRZE—ttFHLAKIRARERE
ZEg((RRERELZES]) Hr WHHE
HTEMBERE  SPFNEBRE R
B EREEZEe v BESECR
AR B A8 K B R FT AR U B,

il

m

=i b RalEt
HAATEBERR
BB AN AR

oy

e

\
l

m
Wi

- &t

=

P
2F

B3 EE
AN
i
=
i
&

B B <} mf

Bt 5
Rolic i

=
= o

RARERH  AREEZEEH=F
REHEK  MESRATEER B/
VIHMTESR - RAREAHY - ERE
BZEBEXREBRMBAELRLE  RERF
XEh#HFHEELE(RREEZEE]
J#) e

GREEN LEADER HOLDINGS GROUP LIMITED #&%8#EREBEERE AT 45



CORPORATE GOVERNANCE REPORT

A\ vy \\
TEERRE

The principal responsibilities of the Risk Management Committee
are, among other things, (i) advise the Board on the Group’s
risk appetite statement(s), risk principles and other risk-related
issues including corporate actions and proposed strategic
transactions such as mergers, acquisitions and disposals; (i)
oversee risk management framework to identify and deal with
financial, operational, legal, regulatory, technology, business and
strategic risks faced by the Group and amend and supplement
this from time to time; (iii) approve the Group’s risk policies and
risk tolerances; (iv) consider emerging risks relating to the Group’s
business and strategies to ensure that appropriate arrangements
are in place to control and mitigate the risks effectively; (v) review
risk reports and breaches of risk tolerances and policies; (vi) review
and assess the effectiveness of the Group’s risk control/mitigation
tools including the enterprise risk management program, the risk
management systems, the internal audit function relating to risk
management and the Group’s contingency plans; (vii) review the
Group’s capital adequacy and solvency levels; (vii) monitor stress
testing results of the Group’s key risk exposures; (ix) to deal with
other work assigned by the Board; and (x) issue report(s) on how
the Risk Management Committee met its responsibilities in its
review of the risk management, the internal control systems and

the effectiveness of the Company’s internal audit function.

In fulfilling its functions, the Risk Management Committee has
been provided sufficient resources by the Company to seek for

independent professional advice to perform its responsibilities.

The Risk Management Committee meets at least twice a year to
(iy review the terms of reference; and (i) review any risk or potential
risk of the Group and to advise the Board on the Group’s risk-
related matters and the overall risk management strategies of the

Company.

(i) Nomination committee

The Company’s nomination committee (the “Nomination
Committee”) was established on 14 December 2015 with specific
written terms of reference detailing the Nomination Committee’s
role and authority. The terms of reference of the Nomination
Committee had been published on the Company’s website as well

as the Stock Exchange’s website.

As at the date of this report, the Nomination Committee comprised
four members, three of whom were INEDs. The members of the
Nomination Committee as at the date of this report are Mr. Lyu
Guoping (the chairman of the Nomination Committee), Ms. Zhang

Tingting, Mr. Lam Chi Wai and Mr. Jin Xuliang.
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The principal responsibilities of the Nomination Committee are,
among other things, review the structure, size and composition
(including skills, knowledge and experience) of the Board and
make recommendations to the Board regarding any proposed
changes; identify candidates with suitable qualifications as
Directors, select and make recommendations to the Board;
assess the independence of INEDs; and make recommendations
to the Board on matters relating to the appointment or re-
appointment of Directors and succession planning for Directors.

In fulfilling its functions, the Nomination Committee has been
provided sufficient resources by the Company to seek for
independent professional advice to perform its responsibilities.

The Nomination Committee has a policy concerning diversity of
Board members which aims to maintain the Board with a diversity
of Directors in terms of skills, experience, knowledge, expertise,
culture, independence, age and gender, with a view to enhancing
the quality of performance of the Board.

The Nomination Committee meets not less than once a year
to (i) review the terms of reference; (i) review the structure, size
and diversity (including without limitation, gender, age, cultural
and educational background, professional experience, skills,
knowledge and length of service) of the Board; and make
recommendations on any proposed changes to the Board to
implement the Company’s corporate strategy; and (iii) review
the procedures for Shareholders to elect Director which had
been published in the Company’s website as well as the Stock
Exchange’s websites.

Save as disclosed, there were no other new appointment to the
Board during the year.

Audit committee

The Company’s audit committee (the “Audit Committee”) was
established in June 1999 with clear written terms of reference. The
terms of reference of the Audit Committee had been published on
the Company’s website as well as the Stock Exchange’s website.

As at the date of this report, the Audit Committee was comprised
of three members, all of whom were INEDs. The composition
of the Audit Committee as at the date of this report was Mr.
Lam Chi Wai (the chairman of the Audit Committee), Mr. Lyu
Guoping and Mr. Jin Xuliang. Mr. Lam Chi Wai is a member and a
practicing member of the Hong Kong Institute of Certified Public
Accountants, a fellow member of The Association of Chartered
Certified Accountants, a member of The Society of Chinese
Accountants and Auditors and a fellow member of the Taxation
Institute of Hong Kong.
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The Audit Committee has unrestricted access to the Auditor,
the Directors, the Company’s qualified accountant, and other
members of the management. The Audit Committee has met with
the Auditor twice during the year ended 31 December 2019 with
regards to review of the Company’s financial report and accounts.

The Audit Committee meet at least twice a year to review (i) the
Company’s annual and interim results and the accompanying
auditor’s report; (i) the accounting policies and practices adopted
by the Company; and (iii) the financial, risk management and
internal control systems of the Company.

The Audit Committee had reviewed the Group’s audited financial
statements for the year ended 31 December 2019.

Auditor’s remuneration

During the year, the Company reappointed Crowe (HK) CPA
Limited as Auditor in the Company’s general meeting held on
31 May 2019. The auditor’s remuneration for the year ended 31
December 2019 was as follows:

Nature of work

THHEE

Audit services
ENZIRTS

Non-audit services

FEEZRTS

Directors’ responsibility for the financial statements
The Directors acknowledge their responsibility for the
preparation of the Company’s financial statements and that the
financial statements are prepared in accordance with statutory
requirements and applicable accounting standards. It is also the
responsibility of the Directors to ensure the timely publication
of the Company’s financial statements. During the year, the
management has provided sufficient explanation and information
to the Board to enable it to make an informed assessment of the
financial and other information put before it for approval including
the monthly updates on the Company’s performance, position
and prospects.
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With the outbreak of the Coronavirus Disease (“COVID-19”), a
number of provinces and municipalities in the People’s Republic
of China (the “PRC”) had taken public health and emergency and
transportation and travel restriction measures (the “Measures”) in
order to prevent further spread of COVID-19. While preparing the
audit works of the 2019 annual results, the Company understands
from its auditors that the original schedule is affected as a result of
the Measures, in particular the postponement of the field works.
As such, the audit works of the 2019 annual results cannot be
completed on or before 31 March 2020 and the Company had
published the unaudited financial results of the Group for the
year ended 31 December 2019 together with the comparative
figures for the corresponding period in 2018 on 30 March 2020
to minimise disruptions to the trading of the Company’s shares
while ensuring the Shareholders and potential investors to
receive sufficient information. And reference to the Company’s
announcements dated 13 May 2020, 14 May 2020, 3 June 2020,
and 26 June 2020 due to certain reasons, the Company has
applied to the Stock Exchange for an extension that the 2019
audited Financial Results will be published on or before 30 June
2020 and the 2019 Annual Report will be despatched on or before
7 July 2020 and for a waiver from the strict compliance of Rule
13.46(2) of the Listing Rules such that the AGM will be held on or
before 5 August 2020.

A discussion and analysis of the Groups’ performance, an
explanation of the basis on which the Company generates or
preserves value over the longer term and the strategy for delivering
the Company’s objectives have been prepared and included in the
Chairman Statement and Management Discussion and Analysis
sections of this report.

The statement of the Auditor on their reporting responsibilities in
respect of the Company’s financial statements is set out on pages
58 to 60.

The Directors confirm that, except for the issues as explained
under the basis of presentation section in Note 1 of the
consolidate financial statements, they are not aware of any other
material uncertainties relating to events or conditions that may
cast significant doubt about the Group’s ability to continue as a
going concern.
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(m) Directors’ training and professional development

(m) ESZINREXRE

Every Director knows that he/she should participate in continuous
professional development to develop and refresh his/her
knowledge and skills to ensure that his contribution to the Board
remains informed and relevant. The Company is responsible
for arranging and funding suitable training for the Directors.
Accordingly, during the year, the Company had made available
trainings and development programmes for the Directors for their
participation.

During the year, all the Directors were provided with commentary
on the Group’s business, operations, and financial matters
as well as regular updates on applicable legal and regulatory
requirements. The Company had also provided the Directors
with the materials and information update including the Directors’
obligations as required under the Securities and Futures Ordinance
and the Listing Rules. In addition, individual Directors have also
participated in other courses relating to the roles, functions and
duties of a listed company director or further enhancement of their
professional development by way of attending training courses or
via online aids or reading relevant materials. All the Directors had
provided their training records to the Company for the year under
review.

Directors

E=

Executive Directors
BITES

Mr. Zhang Sanhuo
R=B&4E

Mr. Tse Michael Nam
A EEEE

Ms. Zhang Tingting
RIgE R+

Non-executive Director
FHITES

Mr. Zou Chengjian
AL

Dr. Lam Lee George
MERBE L

Ms. Zhu Zheyu

%it a ﬁj:

Mr. Chang Che-Fa

R E
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Directors

=

Independent non-executive Directors
BYFHTES

Ms. Leung Yin Fai

R IEZ+

Mr. Leung Po Wing, Bowen Joseph
RELESE

Mr. Zhou Chunsheng

BEExE

Mr. Lam Chi Wai

MERLE

Mr. Lyu Guoping

= B e

Mr. Jin Xuliang

Rk E

A: attending internal briefing sessions/reading materials in relation to
corporate governance and regulatory updates.

B: attending seminars/courses/conference to develop and refresh their
knowledge and skills.

Company secretary

Mr. Shek Wing Wa, joined the Company since 2011. He holds
a bachelor degree in business administration and a master
degree in corporate governance and has solid experience in
company secretarial field gained from both listed companies and
professional firms in Hong Kong. He is an associate member
of The Hong Kong Institute of Chartered Secretaries and The
Institute of Chartered Secretaries and Administrators in the United
Kingdom since 2010. During the year, he has completed over 15
hours of relevant professional training.

Internal controls and risk management

The Board acknowledges that it is responsible for ensuring a
sound and effective internal control system is maintained within
the Company and its subsidiaries so as to safeguard the Group’s
assets and its Shareholders’ investments. The Board established
the Risk Management Committee to conduct annual reviews of
the effectiveness of the system of internal controls as well as the
adequacy of resources, qualifications and experience of staff of
the accounting and financial reporting functions, and their training
programmes and budget.
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The Risk Management Committee reviewed the need for an
internal audit department and considered it appropriate to
adopt an internal group policy to review of the effectiveness of
the system of internal control of the Company and certain of its
subsidiaries for the financial year ended 31 December 2019. Given
the Group’s simple operating structure, as opposed to a separate
internal audit department, the Risk Management Committee
engaged Crowe (HK) Risk Advisory Limited. for reviewing the

effectiveness of the internal control of the Group.

The Risk Management Committee conducted a review on the
internal control system of the Group on an annual basis and has
the responsibility to maintain an effective internal control system in
order to safeguard the Group’s assets and Shareholders’ interests.
It covered all material controls including financial, operational
and compliance controls and risk management functions of the
Company. And the policy had be reviewed annually by the Board

to ensure it fulfilled the statutory requirement.

The Risk Management Committee has also reviewed the
adequacy of resources, staff qualifications and experience, training
programmes and budget of the Company’s accounting and
financial reporting function. The Risk Management Committee will
keep review and monitor the effectiveness of the internal control
and risk management systems on a regular basis to ensure that

the systems in place are adequate.

Risk management system

The Group adopts a risk management system which manages
the risk associated with its business and operations. The system

comprises the following phases:

e |dentification: Identify ownership of risks, business objectives

and risks that could affect the achievement of objectives.

e Evaluation: Analyse the likelihood and impact of risks and

evaluate the risk portfolio accordingly.

e Management: Consider the risk responses, ensure effective
communication to the Board and on-going monitor the

residual risks.

Based on the risk assessments conducted for the year 2019, no

significant risk was identified.
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Internal control system

The Company has in place an internal control system which is
compatible with the Committee of Sponsoring Organisations
of the Treadway Commission 2013 framework. The framework
enables the Group to achieve objectives regarding effectiveness
and efficiency of operations, reliability of financial reporting and
compliance with applicable laws and regulations. The components
of the framework are shown as follow:

Control Environment: A set of standards, processes and
structures that provide the basis for carrying out internal control
across the Group.

e Risk Assessment: A dynamic and iterative process for
identifying and analysing risks to achieve the Group’s
objectives, forming a basis for determining how risks should
be managed.

e Control Activities: Action established by policies and
procedures to help ensure that management directives to
mitigate risks to the achievement of objectives are carried out.

e [Information and Communication: Internal and external
communication to provide the Group with the information
needed to carry out day-to-day controls.

e Monitoring: Ongoing and separate evaluations to ascertain
whether each components of internal control is present and
functioning.

In order to enhance the Group’s system of handling inside
information, and to ensure the truthfulness, accuracy,
completeness and timeliness of its public disclosures, the Group
also adopts and implements an inside information policy and
procedures. Certain reasonable measures have been taken from
time to time to ensure that proper safeguards exist to prevent a
breach of a disclosure requirement in relation to the Group, which
include:

e The access of information is restricted to a limited number of
employees on a need-to-know basis. Employees who are in
possession of inside information are fully conversant with their
obligations to preserve confidentiality.

e Confidentiality agreements are in place when the Group
enters into significant negotiations.
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e The executive Directors are designated persons who speak
on behalf of the Company when communicating with external
parties such as the media, analysts or investors.

Based on the internal control reviews conducted for the year
2019, no significant control deficiency was identified.

Internal audit

The Group has the Internal Audit (“IA”) function, which is consisted
of professional staff with relevant expertise (such as Certified
Public Accountant). The IA function is independent of the Group’s
daily operation and carries out appraisal of the risk management
and internal control systems by conducting interviews,
walkthroughs and tests of operating effectiveness.

An |IA plan has been reviewed by the Audit Committee and
approved by the Board. According to the established plan, review
of the risk management and internal control systems is conducted
annually and the results are reported to the Board via Audit
Committee afterwards.

Effectiveness of the risk management and

internal control systems

The Risk Management Committee is responsible for the risk
management and internal control systems of the Group and
ensuring review of the effectiveness of these systems has been
conducted annually. Several areas have been considered during
the Risk Management Committee’s reviews, which include but
not limited to (i) the changes in the nature and extent of significant
risks since the last annual review, and the Group’s ability to
respond to changes in its business and the external environment;
and (i) the scope and quality of management’s ongoing monitoring
of risks and of the internal control systems.

The Risk Management Committee, through its reviews and the
reviews made by |A function and Audit Committee, concluded
that the risk management and internal control systems were
effective and adequate. Such systems, however, 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. It is also
considered that the resources, staff qualifications and experience
of relevant staff were adequate and the training programs and
budget provided were sufficient.
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Based on the above, the Risk Management Committee is of the
view that the Company has established a proper internal control
system which is effective and adequate. And the Board also
considers the internal control systems of the Company effective
and the resources, qualifications and experience of the accounting
and financial reporting functions, adequate for the period in review.

In year 2019, the Group has engaged Crowe (HK) Risk Advisory
Limited, an independent professional third party, to review the
Group’s IA function. The IA function is independent of the Group’s
daily operation and carries out appraisal of the risk management
and internal control systems by conducting interviews,
walkthroughs and tests of operating effectiveness. An |A plan
as suggested has been approved by the Board. According to
the established plan, review of the risk management and internal
control systems is conducted annually and the results are reported
to the Audit Committee afterwards.

Communications with Shareholders and investors

The Board is responsible for maintaining an on-going dialogue with
the Shareholders. A shareholders’ communication policy setting
out the principles of the Company in relation to Shareholders’
communications, with the objectives of ensuring a transparent and
timely communication with Shareholders via various means, had
been established and published on the Company’s website. And
it will be reviewed annually after the annual general meeting. The
Company’s annual general meetings and other general meetings
are valuable forums for the Board to communicate directly with
the Shareholders and to answer questions Shareholders may
raise. Another key element of effective communication with
Shareholders and investors is the prompt and timely dissemination
of information in relation to the Group. The Company has
announced its 2018 annual results and 2019 interim results in a
timely manner as required by the Listing Rules.

Separate resolutions are proposed by the chairman at general
meetings for each substantial issue. The detailed procedures
of conducting a poll are explained to Shareholders at the
commencement of the general meetings, to ensure that
Shareholders are familiar with such procedures.
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The Company’s last annual general meeting (“AGM”) was held on
Monday, 31 May 2019 at 11:00 a.m. at Units 2001-2, 20th Floor,
Li Po Chun Chambers, 189 Des Voeux Road Central, Hong Kong.
Notice of the last AGM were sent out on 29 April 2019, i.e. there
were 21 clear business days before the AGM. All the resolutions
proposed at the AGM were approved by the Shareholders by poll.
Details of the poll results are available on the Company’s website.
The Chairman of the Board chaired the last AGM and also invited
the chairman of both the Audit and Remuneration Committees to
attend. All the Directors, attended the last AGM. The Auditor and
the Company’s legal advisors were also available during the AGM
to answer questions from the Shareholders.

The next AGM will be held at Units 2001—2, 20th Floor, Li Po
Chun Chambers, 189 Des Voeux Road Central, Hong Kong on
Wednesday, 5 August 2020 at 11:00 a.m. (or, in the event that a
black rainstorm warning signal or tropical cyclone warning signal
no. 8 or above is in force in Hong Kong at 9:00 a.m. on that day,
at the same time and place on Monday, 10 August 2020).

The Company’s market capitalisation as at 31 December 2019
was HK$236,877,264.38 (issued share capital: 8,773,232,014
Shares at closing market price: HK$0.027 per Share). The public
float was approximately 78.50% as at 31 December 2019.

Constitutional documents

There was no change to the Company’s Memorandum of
Association and the Bye-laws during the financial year 2019. Copy
of the latest version of the Memorandum of Association and Bye-
laws has been posted on the Company’s website as well as the
Stock Exchange’s websites.

Shareholders’ rights — convening of general meetings
Shareholders shall have the right to request the Board to convene
a general meeting. Shareholders holding an aggregate of not
less than one-tenth (10%) of the Company’s paid up capital may
send a written request to the Board to request for the convening
of a general meeting. The written requisition, duly signed by
the Shareholders concerned, must state the purposes of the
meeting and must be deposited at the Company’s registered
office. The Company would take appropriate actions and make
necessary arrangements, and the Shareholders concerned would
be responsible for the expenses incurred in giving effect thereto
in accordance with the requirements under Section 74 of the Act
once a valid requisition is received.
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(s) Shareholders’ rights — making proposals at general

®

meetings

The Shareholders are entitled to put forward a proposal (which
may properly be put to the meeting) for consideration at a general
meeting of the Company: (a) any number of members representing
not less than one-twentieth (5%) of the total voting rights of the
Company on the date of the requisition; or (b) not less than 100
members holding Shares in the Company.

The requisition specifying the proposal, duly signed by the
Shareholders concerned, together with a statement of not
more than 1,000 words with respect to the matter referred to in
the proposal must be deposited at the Company’s registered
office. The Company would take appropriate actions and make
necessary arrangements, and the Shareholders concerned would
be responsible for the expenses incurred in giving effect thereto
in accordance with the requirements under Sections 79 and 80 of
the Act once valid documents are received.

If a Shareholder wishes to propose a person other than a
retiring Director for election as Director at a general meeting,
the Shareholder should lodge at the Company’s principal place
of business in Hong Kong at Units 2001-2, 20th Floor, Li Po
Chun Chambers, 189 Des Voeux Road Central, Hong Kong,
the necessary documents as mentioned in the “Procedures for
shareholders to propose a person for election as a director of the
Company” which had already been published in the Company’s
website as well as the Stock Exchange’s website.

Shareholders’ rights — enquiries to the Board
Shareholders may make enquiries with the Board at the
Company’s general meetings or at any time send their enquiries
and concerns to the Board in writing through the Company
Secretary whose contact details are as follows:

Green Leader Holdings Group Limited

Units 2001-2, 20th Floor, Li Po Chun Chambers,
189 Des Voeux Road Central, Hong Kong
Telephone:  (852) 2889 6289

Fax: (852) 2897 9137
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Crowe

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS
OF GREEN LEADER HOLDINGS GROUP LIMITED
(Incorporated in Bermuda with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements
of Green Leader Holdings Group Limited (the “Company”) and
its subsidiaries (the “Group”) set out on pages 61 to 204, which
comprise the consolidated statement of financial position as at 31
December 2019, and the consolidated statement of profit or loss,
the consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

We do not express an opinion on the consolidated financial statements
of the Group. Because of the significance of the matters described
in the Basis for Disclaimer of Opinion section of our report, we have
not been able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion on these consolidated financial
statements. 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 described in Note 1 to the consolidated financial statements, the
Group incurred a loss of approximately HK$1,204,859,000 during the
year ended 31 December 2019 and as at that date, the Group had net
current liabilities and net liabilities of approximately HK$2,257,817,000
and approximately HK$902,035,000 respectively whereas its bank
balances and cash amounted to approximately HK$45,788,000 only
as at the same date. Besides, included in the net current liabilities
of the Group, there are convertible loan notes issued in 2017 by the
Company with net carrying amount of approximately HK$254,708,000
(2017 Convertible Loan Notes”). As further set out in Note 25 to the
consolidated financial statements, 2017 Convertible Loan Notes will
be matured on 10 July 2020, and up to the date of this report, the
Company is negotiating with the holder of 2017 Convertible Loan
Notes for extending its repayment due date.
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BASIS FOR DISCLAIMER OF OPINION (CONTINUED)
Multiple uncertainties relating to going concern
(continued)

These conditions, together with other matters described in Note 1
to the consolidated financial statements, indicate the existence of
material uncertainties which may cast significant doubt on the Group’s
ability to continue as a going concern.

The directors of the Company have been undertaking certain
measures as set out in Note 1 to the consolidated financial
statements to improve the Group’s liquidity and financial position.
The consolidated financial statements have been prepared on a going
concern basis, the validity of which depends on the outcome of these
plans and measures, which are subject to multiple uncertainties,
including (i) successful negotiation with the holder of 2017 Convertible
Loan Notes to restructure the repayment timetable of the Company’s
financial obligations; and (i) whether external facilities will be available
to the Group for fulfilling its other existing financial obligations. 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 reclassify the Group’s non-
current assets and non-current liabilities as current assets and current
liabilities respectively, to write down the carrying values of the Group’s
assets to their recoverable amounts and to provide for any further
liabilities which may arise. The effect of these adjustments have not
been reflected in the consolidated financial statements.

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 Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”)
and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors determine
is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, the directors of the
Company are responsible for assessing the Group’s ability to continue
as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the
directors 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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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 Hong Kong Standards on
Auditing (“HKSA”) issued by the HKICPA and to issue an auditor’s
report. This report is made 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
of the matters described in the Basis for Disclaimer of Opinion section
of our report, we were not able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion on these consolidated
financial statements.

We are independent of the Group in accordance with the HKICPA’s
Code of Ethics for Professional Accountants (“the Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code.

Crowe (HK) CPA Limited
Certified Public Accountants
Hong Kong, 30 June 2020

Chan Wai Dune, Charles
Practising Certificate Number PO0712
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
mEBEER

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

2019 2018
—E-hEF —E-N\F
NOTES HK$’000 HK$'000
B 5 FExT FHEIT
Revenue A 7 944,258 1,004,636
Cost of sales and services rendered 54 IR MRS 2 AN (844,110) (867,875)
Gross profit EF 100,148 136,761
Other operating income Hihag e s 7 69,350 7,128
Selling and distribution expenses HEMDHE A (4,206) (4,173)
Administrative and other operating THREAMEEER
expenses (590,958) (348,174)
Change in fair value of derivative AR EREEITET A
component of convertible loan notes #8902 A FEEH) 25 22,843 235,973
Impairment loss on mining rights, net ~ FLERREHE 2 R BRI - FEE 16 (336,249) (2,571,010)
Impairment loss on property, MWE - BEREERE
plant and equipment, net 518 - FRE 15 (160,102) (278,692)
Loss allowance on other receivables — E b i U 5118 ~ B fE548 (9,149) =
Finance costs BE AR (415,590) (331,158)
Loss before taxation MRBiATE B (1,323,913) (3,153,345)
Income tax credit Frigfii e 10 119,054 670,242
Loss for the year FEBE (1,204,859) (2,483,103)
Attributable to: BUF AR
Loss attributable to owners of RAREE AEIGEE
the Company (695,650) (1,182,062)
Loss attributable to IR S (L 1R
non-controlling interests (509,209) (1,301,041)
(1,204,859) (2,483,103)
Loss per share (HK cents) FREE B
Basic BN 12 (7.96) (16.17)
Diluted e 12 (7.96) (16.17)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

GERakEMEEKER

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

2019 2018
—E-hEF —E-N\F
HK$’000 HK$’'000
FExT FAT
Loss for the year FEFR (1,204,859) (2,483,103)
Other comprehensive expense FEHMZ2EMAX
for the year
ltems that may be subsequently BENENHBEEERCIER ¢
reclassified to profit or loss:
Exchange difference on translation of MEBINETS 2 IEH Z5E -
foreign operations:
— Exchange difference arising during — FEEAZENERE
the year (5,875) (175,229)
- Reclassification adjustments relating — BEFHE ZBIINES
to foreign operations disposed of BRAzENHEARE
in the year (13) -
Other comprehensive expense FEHMZ2AEMX
for the year (5,888) (175,229)
Total comprehensive expense FEXHMAXAHE
for the year (1,210,747) (2,658,332)
Total comprehensive expense DTATELZEBEZELEE
attributable to:
Owners of the Company VIN/NEIEZZE DN (697,339) (1,240,192)
Non-controlling interests IR = (513,408) (1,418,140)
(1,210,747) (2,658,332)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
B MR R R

As at 31 December 2019 W —_Z—AF+-_A=+—8

2019 2018
—E-hEF —T—)\F
NOTES HK$’000 HK$’'000
B 5T FHBxT FHET
Non-current assets FREEE
Property, plant and equipment W - BB KRR 15 1,699,009 1,788,156
Mining rights g 16 5,273,466 6,018,475
Intangible assets mREE 18,299 12,234
Goodwill FEES 17 - -
Deposits paid for acquisition of WHE TP R 2
land use rights BEfiES 35,946 35,946
Deposits paid for acquisition of WHEMZ - BE REE2
property, plant and equipment BEffiEe 22,910 46,321
7,049,630 7,901,132
Current assets REBEE
Inventories T8 18 16,456 2,081
Trade receivables Z 5 W RIE 19 55,904 173,512
Prepayments, deposits, bills FEMFIE - e B
receivables and other receivables ZE M E M EW A 19 43,796 148,693
Amounts due from related JE U B8 2 B FRIE
companies 20 5,750 7,579
Amounts due from directors EWE EFIE 21 233 4
Derivative component of convertible ~ AJ AR B Z & 2
loan notes PTETEIS 25 28,719 7,356
Bank balances and cash WITHBRRIRS 22 45,788 19,538
196,646 358,763
Current liabilities REAE
Trade payables =) AE e 23 1,796 2,039
Other payables o FE A FRIE 23 613,013 601,566
Amount due to a director BN —R%EEHA 21 13,108 14,508
Amounts due to non-controlling FET IE AR 2
interests holders BB AIE 24 1,128,128 706,633
Other borrowings EMEE 23,202 14,101
Obligation under finance leases BERERT BT = 36,213
Liabilities component of ARRERER
convertible loan notes BEID 25 660,722 =
Derivative component of AMBRERERZ
convertible loan notes TTHEIT RIS 25 850 2,330
Lease liabilities HEBRGE 8,548 =
Income tax liabilities FrgHi AR 5,096 28,294
2,454,463 1,405,684
Net current liabilities REBAETFHE (2,257,817) (1,046,921)
Total assets less current liabilities EE&ERAEBAES 4,791,813 6,854,211
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

aRE B IR R 3R

As at 31 December 2019 R =_F—NF+-_A=+—H

2019 2018
—E-hF —E-N\F
NOTES HK$°000 HK$'000
B 5T FHEx FHIT
Capital and reserves EAXR#HE
Share capital N 26 87,732 73,110
Reserves T (2,542,167) (1,901,661)
Deficit attributable to owners of EATEE AEAGE 4
the Company (2,454,435) (1,828,551)
Non-controlling interests IR 37 1,552,400 2,065,414
Total (deficit)/equity (B4, RSB (902,035) 236,863
Non-current liabilities ERBEE
Amounts due to non-controlling FEfTIEERE=IT A A
interests holders E/LE] 24 3,805,546 4,023,875
Provision for restoration, R1E - BB RIRIBA AR
rehabilitation and B
environmental costs 27 75,914 74,279
Liabilites component of convertible ~ RAIEERZERE 2
loan notes BEED 25 - 641,679
Amounts due to related companies  JE{F@iE R T FUR 20 159,576 148,742
Other payables H fh FE A FRIE 23 508,478 423,590
Obligation under finance leases BEHERETZEE = 382
Lease liabilities HEAE 20,486 =
Deferred tax liabilities BERIBEE 28 1,123,848 1,304,801
5,693,848 6,617,348
4,791,813 6,854,211

The consolidated financial statements on pages 61 to 204 were $£612204B 2R MBWMERN T _TF
approved and authorised for issue by the board of directors on 30 ~NHA=TH&E=S 0 REETE - LH

June 2020 and are signed on its behalf by: NTEERREE
Mr. Zhang Sanhuo Mr. Tse Michael Nam
R=E%%E HEFELE
Director Director
EFE EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
%é%ﬁ%@)%

For the year ended 31 December 2019 HEZ—ZE—NF+-_A=+—HIFE

Attributable to owners of the Company

LG N1
Exchange Share  Statutory Non-
Share Share Contributed translation ~ options surplus Other  Accumulated controlling
capital  premium surplus reserve  reserve reserve reserve losses Total interests Total
EifE  BRE iEEs FER

ke RHEE SARR e i ORBE HbEE 2R &3t Es st
HK$000  HK000  HKBOOO  HK$000  HKSO00  HKSO000  HKS000  HKS000  HKS000  HKS000  HK§'000
TEr  TEm  TAT  TEm TAr  TEm  TEAr  TER T TR TR
(Note ) (Note i) (Noteii) ~ (Note'v) (Notev)
3 ) s U A . =)

At 1 January 2018 RZE-N\E-F-B 72675 887429 49,111 (37,651) 87,109 15,431 - (10,768,965  (680,998) 3483564 2,802,556
Loss forthe year EEER - - - - - - - (1182062 (1182060 (1,301041) (2483109
Other comprehensive ERE2ERY
expenses for the year
~ Exchange difference on -REENERL
translation of EXZE
foreign operations - - - (68,130) - - - - (58,130) (117,099  (175,229)
Total comprehensive ER2ERRAT
expenses for the year - - - (68,130) - - - (1,182,062 (1,240,192) (1,418,140) (2,658,332
Recognition of share-based ~ BRRALAER
payment expense - - - - 8147 - - - 8,147 - 8,147
Aopropriation of statutory EEREAE
reserve - - - - - 25,082 - (25,082) - - -
Appropriation of maintenance 4B REEEEAE
and production fund - - - - - 33,401 - (33,401) - - -
Utlisation of maintenance YREEREEES
and production fund - - - - - (19,0M) - 19,071 - - -
Deemed contrioutionfrom ~ Rf—BREFEE
a sharenolder - - - - - - 74,492 - 74492 - 74492
Conversion of convertible RRTRRESEE
loan notes 1,428 8,672 - - - - - - 10,000 - 10,000
Share reduction RiFulE (857,993) - 657,99 = = = = = = = =
At31 December 2018and ~ R=Z-N\E
1 January 2019 TZAZ+-BR
“Z-nE-f-H 73110 8882864 1,077,104 (95,781) 95,256 54,843 7449 (11,990,439) (1,828,851) 2,065,414 236,863
Loss for the year EEES - - - - - - - (695650 (695650 (509209 (1,204,859)
Other compreensive EREMZERY
expenses for the year
- Exchange difference on -REBNERL
translation of EXER
foreign operations - - - (1,676) - - - - (1,676) (4,199) (5,875)
- Disposal of subsidiaries - HEHBAR = = = (13) o 3 3 3 (13) = (13)
Total comprehensive EFRERTEE
expenses for the year - - - (1,689) - - - (695650) (697,339)  (513,408) (1,210,747)
Recognition of share-based AROTARE
payment expense - - - - 13,285 - - - 13,285 - 13,285
Disposal of subsidiaries HERBLA = = = = = = 3 3 = 394 394
Appropriation of statutory EEREAR
18S6IVe = = = = = 11,996 = (11,996) = = =
Aopropriation of maintenance ~ #ERAEELAE
and production fund - - - - - 84,408 - (84,408) - - -
Utlisation of maintenance BREEREERS
and production fund - - - - - (58,951) - 58,951 - - -
Placing of new ordinary shares  BEHE &R 14602 43548 o 5 3 3 3 - 58170 - 58170
At 31 December 2019 RZF-NE
+-A=1-A 87,732 8926412 1,077,104 (97,4700 108,541 92,296 74492 (12,723542) (2,454,435) 1,552,400  (902,035)
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GEEZEBER

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

Notes:

)

(i)

(i)

(v)

(vi)

Contributed surplus represents the reduction of the Company’s issued
share capital upon cancellation of paid up share capital, and the deemed
contribution from equity holder which has arisen from the waiver of
promissory notes in previous years.

Exchange translation reserve comprises all foreign exchange differences
arising from the translation of the financial statements of foreign operations.

Share options reserve represents the portion of the grant date fair value of
unexercised share options granted to eligible participants that has been
recognised in accordance with the accounting policy adopted for share-
based payments.

Statutory surplus reserve consists of (i) subsidiaries in the People’s
Republic of China (“PRC”) have appropriated 10% of the profit to the
statutory surplus reserve which is required to be retained in the accounts
of the subsidiaries for specific purposes and (i) pursuant to the relevant
PRC regulations, the Group is required to transfer maintenance and
production funds at fixed rates based on relevant bases to a specific
reserve account. The maintenance and production funds can be utilised
when expenses or capital expenditures on production maintenance and
safety measured are incurred. The amount of maintenance and production
funds utilised would be transferred from the specific reserve account to
accumulated losses.

Other reserves represents the difference between the principal amounts
and fair value of the convertible loan notes at issue date to China OEPC
Limited (“China OEPC”) on 30 July 2018, whereas China OEPC is one of
the shareholders of the Company.

The Group has initially applied HKFRS 16 at 1 January 2019 using the
modified retrospective approach. Under this approach, comparative
information is not restated (see Note 2).
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(i)

(i)

(iv)

(vi)

BABRBRIEA QRS EITRA RSB A
AEMBAL 2SR UREEHAEARBE
FERRAARBMRIETENSHE

B 3 A B BB BN T 2 M R 1T
0 P A 2 T SME 2 8 -

BREREERTAERSEENRITER
BENEE AN D FES  DRRUKD
RERN TG BERERNEHD -

AEBHBARREEE)TEARKMBE(F
B 1) B2 B 10% .28 M BE R E RSB A
A BRTAARERIMERBRAE
FEMERBBEPEBERN - AEEA
RRABEEENEEL TEREBEREER
CEZRFERR - MEREEESANESL
HEAERLZE2HBIAXLELRAZ KD
B-EREREEESHOABRFER
BREZGEE -

HiRBEERBETRARCE-NFLA=T
B M B IR (B8 R A R A R ([ Bl g
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CONSOLIDATED STATEMENT OF CASH FLOWS
mEREREBR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

2019 2018
—E-hF —E-N\F
HK$’000 HK$'000
FExT FHET
OPERATING ACTIVITIES RETES
Loss before taxation Rt Al 1R (1,323,913) (3,153,345)
Adjustments for: TTANZIBELAE
Change in fair value of derivative ARBREREBRITETAERS
component of convertible loan notes ZRFEE (22,843) (235,973)
Depreciation e 178,171 128,237
Amortisation of mining rights PRAE R i 315,756 407,944
Amortisation of intangible assets | EERE 2,318 1,659
Finance costs B KA 415,590 331,158
Recognition of expenses from BWRBEMN KRB
prepayment 66,300 7,800
Impairment loss on mining rights, net DRI 2 BEEBE - FE 336,249 2,571,010
Impairment loss on property, YE - HE KEREZRE
plant and equipment, net 518 - FE 160,102 278,692
Impairment loss recognised in respect PLIE FIERER R EFBE
of prepayments 21,534 -
Loss allowance on other receivables H bk siI8 v BB E 1A 9,149 =
Interest income FI B WA (57) (99)
Loss/(gain) on disposal of property, HEWE - BEREZ#E L
plant and equipment BB (k) 280 (290)
Government grants BT # B (29,902) =
Share-based payment expenses A 13,285 8,147
Gain on disposal of subsidiaries HEMB ARz W (1,119) (550)
Waiver of other payables Ao B FE T BUIE (33,980) (2,045)
Operating cash flows before KRtEEESEHA
movements in working capital REBRERE 106,920 342,345
(Increase)/decrease in inventories e dgm,md (14,399) 2,020
Decrease/(increase) in trade and B 5 & E fth e GRIBR L
other receivables (38 Hn) 119,590 (128,605)
Increase in trade and other payables B 5 K EH A JE A 5B AN 104,406 189,646
Decrease/(increase) in amounts due FEURBRE N RIZIER D,
from related companies (38 hn) 1,683 (7,570)
Increase in amounts due from directors FEUREE = FRIEIE N (229) (4)
Cash generated from operations KREFRBRE 317,971 397,832
Income tax paid ERATEH (67,031) (60,690)
NET CASH GENERATED FROM RETHMBREFH
OPERATING ACTIVITIES 250,940 337,142
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CONSOLIDATED STATEMENT OF CASH FLOWS
GeEREREBR

For the year ended 31 December 2019 HE T —NFE+_-_A=+—HIFE

2019 2018
—E-hF —E-N\F
HK$’000 HK$'000
FExT FHET
INVESTING ACTIVITIES REEE
Acquisition of property, plant and WHEMZ - B E MG
equipment (154,720) (299,998)
Acquisition of other intangible assets WS H & & (8,574) -
Deposit paid for acquisition for property, WY BEREZREZ
plant and equipment BEffiERe (17,437) (32,070)
Net cash inflow from disposal of HE—FHRBARIRS
subsidiaries AR 48,272 1,726
Government grants received BB AT 1 B 29,902 -
Interest received 2R E 57 99
Proceeds from disposal of property, HEME - KEREE
plant and equipment FriS k18 1,070 637
NET CASH USED IN INVESTING RETBHFAREEHE
ACTIVITIES (101,430) (829,606)
FINANCING ACTIVITIES A& SEE
(Repayment to)/advance from a director (BRTF—RES)
—REBEFBHN (1,400) 14,508
Proceeds from other borrowings H b fE KT 508 21,581 =
Repayment of convertible loan notes BETRBRERER (78,000) =
Placing of new ordinary shares Bie & AR 58,488 =
Transaction costs attributable to issue of BT ERREEELZRZS
new ordinary shares DN (318) =
Capital elements of lease rentals paid BENHEERE 2RSS (39,487) =
Interest elements of lease rentals paid BERAERS 2 F.E D (14,042) =
Repayments of obligations under BERERTZEEER
finance leases - (82,919)
Interest paid BEAFE (79,360) (25,351)
Advance from/(repayment to) related BENRRBR CERTHE
companies NS 13,388 (55,719)
NET CASH USED IN FINANCING RMETBHAREERE
ACTIVITIES (119,150) (99,481)
NET INCREASE/(DECREASE) IN ReRELESEYEM
CASH AND CASH EQUIVALENTS (B4) 358 30,360 (91,945)
CASH AND CASH EQUIVALENTS FHAZASRASEEY
AT BEGINNING OF THE YEAR 19,538 118,218
EFFECT OF FOREIGN EXCHANGE IEERBB oHE
RATE CHANGES (4,110) (6,735)
CASH AND CASH EQUIVALENTS FRZASRRASEEY
AT END OF THE YEAR, DIRBITHEBRRASE
represented by bank balances
and cash 45,788 19,538

Note: The Group has initially applied HKFRS 16 at 1 January 2019 using the ~ iz : AEBER T —hF— A —BHERLEE]

modified retrospective approach. Under this approach, comparative BPEVPTERE BN BHRELRFE16
information is not restated. 5% o IRFBUL A - KRB RWEES o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

GENERAL

Green Leader Holdings Group Limited (the “Company”, together
with its subsidiaries, collectively known as the “Group”) is
incorporated in Bermuda as an exempted company with limited
liability. The shares of the Company are listed on the main
board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

The registered office of the Company is Clarendon House, 2
Church Street, Hamilton HM 11, Bermuda and the principal place
of business of the Company in Hong Kong is Units 20012, 20/F.,
Li Po Chun Chambers, 189 Des Voeux Road Central, Hong Kong.

The consolidated financial statements are presented in Hong
Kong dollars (“HK$”), which is also the functional currency of the
Company. The directors of the Company (“Directors”) consider
HK$ is the appropriate presentation currency for the users of
the Group’s financial statements. The functional currency of the
Company’s major subsidiaries in the PRC and the Kingdom of
Cambodia (“Cambodia”) are Renminbi (‘RMB”) and United Stated
dollars (“US$”) respectively.

The principal activities of the Company are investment holding and
provision of finance and treasury services to the Group. During
the year, the Group was principally engaged in () the development
of cassava cultivation and deep processing business for the
related ecological cycle industry chain; (i) coal exploration and
development, sales of coking coal and other coal products and
the provision of coal trading and logistics services; and (i) the
sales of information technology products and provision of system
integration services, technology services, software development
and solution services.

Going concern basis

The Group incurred a loss of approximately HK$1,204,859,000
during the year ended 31 December 2019 and as at that date, the
Group had net current liabilities and net liabilities of approximately
HK$2,257,817,000 and approximately HK$902,035,000
respectively whereas its bank balances and cash amounted
to approximately HK$45,788,000 only as at the same date.
Besides, included in the net current liabilities of the Group, there
are convertible loan notes issued in 2017 by the Company with
net carrying amount of approximately HK$254,708,000 (2017
Convertible Loan Notes”). As further set out in Note 25 to the
consolidated financial statements, 2017 Convertible Loan Notes
will be matured on 10 July 2020, and up to the date of this report,
the Company is negotiating with the holder of 2017 Convertible
Loan Notes for extending its repayment due date.

1.

—REHR
REZEREBERAR(ARA] - EF
HIfB AR SR AKE])ARBERE
AR 2 BREBRAR] - KRB Z
BORBEBAERZAAERAE ([
FTDERET -
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2 Church Street, Hamilton HM 11,
BermudaR KRR EEEE L 5 i B,
AR BEHEP 189 ETE B AE 2012
20012%F
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TENRARNRRIZNELRE - ARBIES
(EFDRR  BTHAKEMBHHRSK
EREMEREEZINER - KRARR
FEERBRIE(RBRD) ZEEM
BRARZNEEBEDIAARBITAR
BDRERET(ETDAE -

ARBZEBEBRIREERARAAR
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1TERE{E 4 A254,708,0005% T 2 A #8
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

1.

GENERAL (CONTINUED)

Going concern basis (continued)

The above conditions indicate the existence of material
uncertainties which may cast significant doubt on the Group’s
ability to continue as a going concern.

The Directors are of the opinion that the Group will have sufficient
working capital to meet its financial obligations as and when they
fall due for the next twelve months from 31 December 2019 after
taking into consideration of the following:

i)

Subsequent to 31 December 2019, non-controlling interests
holders had confirmed that the repayment of the amounts due
by the Group of approximately HK$3,946,492,000 shall be
extended by 3 years upon the maturity dates and they shall
demand immediate settlement of the amounts due by the
Group of approximately HK$987,182,000 on 31 December
2021;

On 22 April 2020, the Company entered into conditional
subscription agreements with (i) three independent
subscribers in relation to the subscription of 487,827,170 new
ordinary shares (“New Shares”) of the Company (“Subscription
A”); and (i) eleven independent subscribers in relation to the
subscription of 1,264,148,900 New Shares (“Subscription B”).
Subscription price under Subscription A is HK$0.0212 per
New Share while subscription price under Subscription B is
ranged from HK$0.019 to HK$0.0212 per New Share. Both
Subscription A and Subscription B were completed on 13
May 2020;

After taking into account the professional fee of HK$150,000
incurred in each of Subscription A and Subscription B,
the net proceeds from Subscription A is approximately
HK$10,192,000, of which HK$9,000,000 will be used for
repayment of indebtedness of the Group while the remaining
proceeds of HK$1,192,000 will be used as general working
capital of the Group. Net proceeds from Subscription B is
approximately HK$25,698,000 and that was set off against
the debts due to the eleven subscribers under Subscription B,
and there is no impact on the Group’s cash flows;

The Group is in the negotiation with the holder of 2017
Convertible Loan Notes to restructure the repayment
timetable of the Company'’s financial obligations;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HEZ—ZE—NF+-_A=+—HIFE

GENERAL (CONTINUED)

Going concern basis (continued)

iv) As at 31 December 2019, included in the current liabilities of
the Group was derivative component of convertible loan notes
of approximately HK$850,000 which represented the fair
value of options entitling the holders to convert the convertible
loan notes into ordinary shares of the Company before the
maturity dates of the convertible loan notes and the early
redemption option. Such derivative component of convertible
loan notes shall not in itself result in any cash outflow for the
Group; and

v) External facilities shall be available to the Group.

Accordingly, the Directors are of the opinion that it is appropriate
to prepare the consolidated financial statements on a going
concern basis.

Notwithstanding the above, significant uncertainties exist as to
whether the Group will be able to continue as a going concern,
which will depend upon the Group’s ability to generate adequate
financial and operating cash flows through the following:

(i)  Successfully negotiating with the holder of 2017 Convertible
Loan Notes to restructure the repayment timetable of the
Company’s financial obligations; and

(i) Successfully obtaining external facilities for fulfilling its other
existing financial obligations.

Should the Group be unable to continue to operate as a going
concern, adjustments would have to be made to write down the
value of assets to their recoverable amounts, to provide for further
liabilities which might arise and to reclassify non-current assets
and non-current liabilities as current assets and current liabilities

respectively. The effects of these adjustments have not been
reflected in the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

2. APPLICATION OF NEW AND AMENDMENTS

TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

New and amendments to HKFRSs that are
mandatorily effective for the current year

The Group has applied the following new and amendments to
HKFRSs issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) for the first time in the current year:

HKFRS 16 Leases

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

Amendments to Prepayments Features with Negative

HKFRS 9 Compensation

Amendments to Plan Amendment, Curtailment or
HKAS 19 Settlement

Amendments to Annual Improvements to HKFRSs
HKFRSs 2015-2017 Cycle

Except as described below, the application of the new and
amendments to HKFRSs in the current year has had no material
impact on the Group’s financial positions and performance for the
current and prior years and/or on the disclosures set out in these
consolidated financial statements.

HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in the current
year. HKFRS 16 superseded HKAS 17 “Leases” (“HKAS 17”), and
the related interpretations.

Definition of a lease

The Group has elected the practical expedient to apply HKFRS
16 to contracts that were previously identified as leases applying
HKAS 17 and HK(IFRIC) - Int 4 “Determining whether an
Arrangement contains a Lease” and not apply this standard to
contracts that were not previously identified as containing a lease.
Therefore, the Group has not reassessed contracts which already
existed prior to the date of initial application.

For contracts entered into or modified on or after 1 January 2019,
the Group applies the definition of a lease in accordance with the
requirements set out in HKFRS 16 in assessing whether a contract
contains a lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

2. APPLICATION OF NEW AND AMENDMENTS

TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

New and amendments to HKFRSs that are
mandatorily effective for the current year (continued)
HKFRS 16 Leases (continued)

As a lessee

The Group has applied HKFRS 16 retrospectively with the
cumulative effect recognised at the date of initial application, 1
January 2019.

As at 1 January 2019, the Group recognised additional lease
liabilities and right-of-use assets at amounts equal to the related
lease liabilities adjusted by any prepaid or accrued lease payments
by applying HKFRS 16.C8(b)(ii) transition. Any difference at the
date of initial application is recognised in the opening accumulated
losses and comparative information has not been restated.

When applying the modified retrospective approach under
HKFRS 16 at transition, the Group applied the following practical
expedients to leases previously classified as operating leases
under HKAS 17, on lease-by-lease basis, to the extent relevant to
the respective lease contracts:

i. relied on the assessment of whether leases are onerous by
applying HKAS 37 “Provisions, Contingent Liabilities and
Contingent Assets” as an alternative of impairment review;

ii. elected not to recognise right-of-use assets and lease
liabilities for leases with lease term ends within 12 months of
the date of initial application;

ii. excluded initial direct costs from measuring the right-of-use
assets at the date of initial application;

iv. applied a single discount rate to a portfolio of leases with a
similar remaining terms for similar class of underlying assets in
similar economic environment; and

v. used hindsight based on facts and circumstances as at date
of initial application in determining the lease term for the
Group’s leases with extension and termination options.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)
New and amendments to HKFRSs that are

2. ERAFIERMBHREER
(TEEMBREER D REBET
(%)
RAFERFERZHITEBUE
BEEREEET (8

mandatorily effective for the current year (continued)

HKFRS 16 Leases (continued)
As a lessee (continued)

When recognising the lease liabilities for leases previously
classified as operating leases, the Group has applied incremental
borrowing rates of the relevant group entities at the date of initial
application. The weighted average incremental borrowing rate
applied by the relevant group entities was approximately to 12%.

BB BIEERE1655HE (&

TERZAHEA (B)

RR 4 H12% o

ERERIOBEAKREHECHERRE
ERER  AKECEANEXERA
Hz RS EER 2!
PAEEERAERINEFHEEER

=

#ERHRIE - 48

At 1 January
2019
R=ZZT—NF
—HA—H
Note HK$’000
B & FHET
Operating lease commitments disclosed RZE—N\F+ZA=+—HEEZ
as at 31 December 2018 REHEAE 66,271
Lease liabilities discounted at relevant REEESERFERGR2EEAE
incremental borrowing rates 46,251
Less: Recognition exemption — short-term W EREHE - EHEE
leases (6,053)
Lease liabilities relating to operating leases ERE BB EERE165R R HER
recognised upon application of HKFRS 16 fRKEHE2HEAE 40,198
Add: Obligations under finance leases m:R=FE—-—N\F+=A=+—8H
recognised at 31 December 2018 RZBEREAE @) 36,595
Lease liabilities as at 1 January 2019 RZZE—NF—A—HZHE&E 76,793
HK$'000
FHET
Analysed as: DA
Current E 45,121
Non-current FERED 31,672
76,793
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)
New and amendments to HKFRSs that are
mandatorily effective for the current year (continued)
HKFRS 16 Leases (continued)
As a lessee (continued)
The carrying amount of right-of-use assets for own use as at 1

2. ERAFIERMBHREER
(TERMBHREER ) REEFT
(%)
REAFEBRFERZHTERME
] E R R EEET (F)

BB B HEERFE 165 E (4
tEREBA (B)
RZE-hF-A-—HzZEREAEE

January 2019 comprises the following: EZREBERFEATEE
Right-of-use
assets
EREEE
Note HK$’000
Bt & FAT
Rights-of-use assets relating to operating JER BBV B EERE 165K
leases recognised upon application RZEBREREZFRAEEE
HKFRS 16 40,198
Amounts included in property, plant and RIBEEB ST ERE17HRADE -
equipment under HKAS 17 i 55 Tk 5% 8 2 58
— Assets previously under finance leases -BAERMEREE T EE @) 48,486
88,684

Note (a): In relation to assets previously under finance leases, the Group
recategorised the carrying amounts of the relevant assets
which were still under lease as at 1 January 2019 amounting
to approximately HK$48,486,000 as right-of-use assets. In
addition, the Group reclassified the obligations under finance
leases of approximately HK$36,213,000 and approximately
HK$382,000 to lease liabilities as current and non-current
liabilities respectively at 1 January 2019.

Mik@): MBERBMEMEB INZEEM
s AEEB-_ZE-hE—A—H
TREEBE T ZHEEEZEREA
#748,486,0008 TEF DB AFH
EEE - I R—E—NF—A
—B AEEBMEHEETZE
£4936,213,0007% 7T & #9382,0007%%
TN BEFHEEHERRBEZ R
BERERBEE -
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A ISR M EE

2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”) (CONTINUED)
New and amendments to HKFRSs that are

mandatorily effective for the current year (continued)

HKFRS 16 Leases (continued)

The following adjustments were made to the amounts recognised
in the consolidated statement of financial position at 1 January
2019. Line items that were not affected by the changes have not

been included.

Property, plant and equipment
Total of non-current assets

Lease liabilities
Obligations under finance leases
Total of current liabilities

Net current liabilities

Total assets less current
liabilities

Lease liabilities

Obligations under finance leases

Total of non-current liabilities

Net assets

Note: For the purpose of reporting cash flows from operating activities

WE -~ BB k&
FRBEERE

HERAE

MEHEETZEME

RBRELAE

mBEEFRE

EERERRDREE

HERE

MEMERT AR
FRBEERE

FEE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. BERMTEBUBREER
(TEEMBREER D REBET

(&)

REAFERBERZHTERME

W] E R R EEFT ()

BB HEERE165HE (&

Carrying
amounts
previously
reported at
31 December
2018

FATR
—B-N\F

T=A=t—H

22 EREE
HK$’000
TAT

1,788,156
7,901,132

36,213
1,405,684

1,046,921

6,854,211

382
6,617,348

236,863

under indirect method for the year ended 31 December 2019,
movements in working capital have been computed based on
opening consolidated statement of financial position as at 1

January 2019 as disclosed above.
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Carrying

amounts

under

HKFRS 16 at

1 January

Adjustments 2019
R=ZZB—N#F
—A—HRE
EEMBHRE
ZHISE1655

HE ZBRE{E
HK$'000 HK$ 000
FHIT FHT
40,198 1,828,354
40,198 7,941,330
45,121 45,121
(86,213) -
8,908 1,414,592
8,908 1,055,829
31,290 6,885,501
31,672 31,672
(382) =
31,290 6,648,638
- 236,863
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

2. APPLICATION OF NEW AND AMENDMENTS

TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

New and amendments to HKFRSs that are
mandatorily effective for the current year (continued)

Amendments to HKFRSs Annual Improvements to HKFRSs
2015-2017 Cycle

The annual improvement packages amended the following four
standards.

HKAS 12 Income Taxes

The amendments clarify that an entity should recognise the
income tax consequences of dividends in profit or loss, other
comprehensive income or equity according to where the
entity originally recognised the transactions that generated the
distributable profits. This is the case irrespective of whether
different tax rates apply to distributed and undistributed profits.

HKAS 23 Borrowing Costs

The amendments clarify that if any specific borrowing remains
outstanding after the related asset is ready for its intended use
or sale, that borrowing becomes part of the funds that an entity
borrows generally when calculating the capitalisation rate on
general borrowings.

HKFRS 3 Business Combinations

The amendments clarify that when an entity obtains control
of a business that is a joint operation, the entity applies the
requirements for a business combination achieved in stages,
including remeasuring its previously held interest in the joint
operation at fair value. The previously held interest to be
remeasured includes any unrecognised assets, liabilities and
goodwill relating to the joint operation.

HKFRS 11 Joint Arrangements

The amendments clarify that when a party that participates in, but
does not have joint control of, a joint operation that is a business
obtains joint control of such a joint operation, the entity does not
remeasure its previously held interest in the joint operation. Such
adoption does not have any material impact on the consolidated
financial position and the financial result of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

2. APPLICATION OF NEW AND AMENDMENTS 2. ERHIIEEMBEHREEA

TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

New and amendments to HKFRSs in issue but not yet
effective

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

HKFRS 17 Insurance Contract’

Amendments to Definition of a Business?
HKFRS 3

Amendments to
HKFRS 10 and
HKAS 28

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

Amendments to Definition of Material*
HKAS 1 and
HKAS 8

Amendments to
HKFRS 9,
HKAS 39 and
HKFRS 7

Interest Rate Benchmark Reform*

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

2 Effective for business combinations and asset acquisitions for which
the acquisition date is on or after the beginning of the first annual
period beginning on or after 1 January 2020.

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

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

In addition to the above new and amendments to HKFRSs, a
revised Conceptual Framework for Financial Reporting was issued
in 2018. Its consequential amendments, the Amendments to
References to the Conceptual Framework in HKFRS Standards,
will be effective for annual periods beginning on or after 1 January
2020.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

2. APPLICATION OF NEW AND AMENDMENTS

TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

New and amendments to HKFRSs in issue but not yet
effective (continued)

Expect for the new and amendments to HKFRSs mentioned
below, the Directors anticipate that the application of all other new
and amendments to HKFRSs will have no material impact on the
consolidated financial statements in the foreseeable future.

Amendments to HKAS 1 and HKAS 8 Definition of Material

The amendments provide refinements to the definition of material
by including additional guidance and explanations in making
materiality judgments. In particular, the amendments:

— include the concept of “obscuring” material information
in which the effect is similar to omitting or misstating the
information;

— replace threshold for materiality influencing users from “could
influence” to “could reasonably be expected to influence”; and

— include the use of the phrase “primary users” rather than
simply referring to “users” which was considered too broad
when deciding what information to disclose in the financial
statements.

The amendments also align the definition across all HKFRSs
and will be mandatorily effective for the Group’s annual period
beginning on 1 January 2020. The application of the amendments
is not expected to have significant impact on the financial position
and performance of the Group but may affect the presentation
and disclosures in the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 #Z= — =&

2.

APPLICATION OF NEW AND AMENDMENTS

TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

New and amendments to HKFRSs in issue but not yet
effective (continued)

Conceptual Framework for Financial Reporting 2018 (the
“New Framework”) and the Amendments to References to the
Conceptual Framework in HKFRS Standards

The New Framework:

— reintroduces the terms stewardship and prudence;

— introduces a new asset definition that focuses on rights and
a new liability definition that is likely to be broader than the
definition it replaces, but does not change the distinction
between a liability and an equity instrument;

— discusses historical cost and current value measures, and
provides additional guidance on how to select a measurement
basis for a particular asset or liability;

— states that the primary measure of financial performance is
profit or loss, and that only in exceptional circumstances other
comprehensive income will be used and only for income or
expenses that arise from a change in the current value of an
asset or liability; and

— discusses uncertainty, derecognition, unit of account, the
reporting entity and combined financial statements.

Consequential amendments have been made so that references
in certain HKFRSs have been updated to the New Framework,
whilst some HKFRSs are still referred to the previous versions of
the framework. These amendments are effective for annual period
beginning on or after 1 January 2020, with earlier application
permitted. Other than specific standards which still refer to the
previous versions of the framework, the Group will rely on the New
Framework on its effective date in determining the accounting
policies especially for transactions, events or conditions that are
not otherwise dealt with under the accounting standards.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the
Stock Exchange and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis, except for certain financial instruments that
are measured at fair values at the end of each reporting period, as
explained in the accounting policies below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that
price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability,
the Group takes into account the characteristics of the asset or
liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement
date. Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on such
a basis, except for share-based payment transactions that are
within the scope of HKFRS 2 Share-based Payment, leasing
transactions that are accounted for in accordance with HKFRS
16 (since 1 January 2019) or HKAS 17 (before application of
HKFRS 16), and measurements that have some similarities to fair
value but are not fair value, such as net realisable value in HKAS 2
Inventories or value in use in HKAS 36 Impairment of Assets.

For financial instruments which are transacted at fair value and
a valuation technique that unobservable inputs is to be used to
measure fair value in subsequent periods, the valuation technique
is calibrated so that at initial recognition the results of the valuation
technique equals the transaction price.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

e Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

e |evel 2 inputs are inputs, other than quoted prices included
within Level 1, that are observable for the asset or liability,
either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved when the
Company:

e has power over the investee;

e is exposed, or has rights, to variable returns from its
involvement with the investee; and

e has the ability to use its power to affect its returns.
The Group reassess whether or not it controls an investee if facts

and circumstances indicate that there are changes to one or more
of the three elements of control listed above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HEZ—ZE—NF+-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Basis of consolidation (continued)

When the Group has less than a majority of the voting rights of
an investee, it has power over the investee when the voting rights
are sufficient to give it the practical ability to direct the relevant
activities of the investee unilaterally. The Group considers all
relevant facts and circumstances in assessing whether or not the
Group’s voting rights in an investee are sufficient to give it power,
including:

e the size of the Group’s holding of voting rights relative to the
size and dispersion of holdings of the other vote holders;

e potential voting rights held by the Group, other vote holders
or other parties;

e rights arising from other contractual arrangements; and

e any additional facts and circumstances that indicate that the
Group has, or does not have, the current ability to direct the
relevant activities at the time that decisions need to be made,
including voting patterns at previous shareholders’ meetings.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included
in the consolidated statement of profit or loss from the date the
Group gains control until the date when the Group ceases to
control the subsidiary.

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the non-
controlling interests. Total comprehensive income of subsidiaries
is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in line
with the Group’s accounting policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESFHHEGE

(CONTINUED)

Basis of consolidation (continued)

All intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately
from the Group’s equity therein, which represent present
ownership interests entitling their holders to a proportionate share
of net assets of the relevant subsidiaries upon liquidation.

Changes in the Group’s interests in existing
subsidiaries

Changes in the Group’s interests in subsidiaries that do not result
in the Group losing control over the subsidiaries are accounted
for as equity transactions. The carrying amounts of the Group’s
relevant components of equity and the non-controlling interests
are adjusted to reflect the changes in their relative interest in the
subsidiaries, including re-attribution of relevant reserves between
the Group and the non-controlling interests according to the
Group’s and the non-controlling interests’ proportionate interests.

Any difference between the amount by which the non-controlling
interests are adjusted, and the fair value of the consideration
paid or received is recognised directly in equity and attributed to
owners of the Company.

When the Group loses control of a subsidiary, the assets and
liabilities of that subsidiary and non-controlling interests (if any) are
derecognised. A gain or loss is recognised in profit or loss and
is calculated as the difference between (i) the aggregate of the
fair value of the consideration received and the fair value of any
retained interest and (ii) the carrying amount of the assets (including
goodwill), and liabilities of the subsidiary attributable to the owners
of the Company. All amounts previously recognised in other
comprehensive income in relation to that subsidiary are accounted
for as if the Group had directly disposed of the related assets
or liabilities of the subsidiary (i.e. reclassified to profit or loss or
transferred to another category of equity as specified/permitted by
applicable HKFRSs). The fair value of any investment retained in
the former subsidiary at the date when control is lost is regarded
as the fair value on initial recognition for subsequent accounting
under HKFRS 9 or, when applicable, the cost on initial recognition
of an investment in an associate or a joint venture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Business combination
Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination
is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group,
liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange
for control of the acquiree. Acquisition-related costs are generally
recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the
liabilities assumed are recognised at their fair value, except that:

e deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognised and
measured in accordance with HKAS 12 Income Taxes and
HKAS 19 Employee Benefits respectively;

e liabilities or equity instruments related to share-based payment
arrangements of the acquiree or share-based payment
arrangements of the Group entered into to replace share-
based payment arrangements of the acquiree are measured
in accordance with HKFRS 2 Share-based Payment at the
acquisition date (see the accounting policy below);

e assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations are measured in
accordance with that standard; and

e |ease liabilities are recognised and measured at the present
value of the remaining lease payments (as defined in
HKFRS 16) as if the acquired leases were new leases at the
acquisition date, except for leases for which (a) the lease
term ends within 12 months of the acquisition date; or (b)
the underlying asset is of low value. Right-of-use assets are
recognised and measured at the same amount as the relevant
lease liabilities, adjusted to reflect favourable or unfavourable
terms of the lease when compared with market terms.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESFHHEGE

(CONTINUED)

Business combination (continued)

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over the
net amount of the identifiable assets acquired and the liabilities
assumed as at acquisition date. If, after re-assessment, the net
amount of the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair value of
the acquirer’s previously held interest in the acquiree (if any), the
excess is recognised immediately in profit or loss as a bargain
purchase gain.

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the relevant
subsidiary’s net assets in the event of liquidation are initially
measured at the non-controlling interests proportionate share of
the recognised amounts of the acquiree’s identifiable net assets
or at fair value. The choice of measurement basis is made on a
transaction-by-transaction basis.

When the consideration transferred by the Group in a business
combination includes a contingent consideration arrangement,
the contingent consideration is measured at its acquisition-date
fair value and included as part of the consideration transferred in a
business combination. Changes in the fair value of the contingent
consideration that qualify as measurement period adjustments are
adjusted retrospectively. Measurement period adjustments are
adjustments that arise from additional information obtained during
the “measurement period” (which cannot exceed one year from
the acquisition date) about facts and circumstances that existed
at the acquisition date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Business combination (continued)

The subsequent accounting for the contingent consideration
that do not qualify as measurement period adjustments depends
on how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is
accounted for within equity. Contingent consideration that is
classified as an asset or a liability is remeasured to fair value at
subsequent reporting date, with the corresponding gain or loss
being recognised in profit or loss.

When a business combination is achieved in stages, the Group’s
previously held equity interest in the acquiree is remeasured to fair
value at the acquisition date (i.e. the date when the Group obtains
control), and the resulting gain or loss, if any, is recognised in profit
or loss or other comprehensive income, as appropriate. Amounts
arising from interests in the acquiree prior to the acquisition date
that have previously been recognised in other comprehensive
income and measured under HKFRS 9 would be accounted for on
the same basis as would be required if the Group had disposed
directly of the previously held equity interest.

If the initial accounting for a business combination is incomplete
by the end of the reporting period in which the combination
occurs, the Group reports provisional amounts for the items for
which the accounting is incomplete. Those provisional amounts
are adjusted retrospectively during the measurement period (see
above), and additional assets or liabilities are recognised, to reflect
new information obtained about facts and circumstances that
existed at the acquisition date that, if known, would have affected
the amounts recognised at that date.

Acquisition of a subsidiary not constituting

a business

When the Group acquires a group of assets and liabilities that do
not constitute a business, the Group identifies and recognises
the individual identifiable assets acquired and liabilities assumed
by allocating the purchase price first to financial assets/financial
liabilities at the respective fair values, the remaining balance of the
purchase price is then allocated to the other identifiable assets
and liabilities on the basis of their relative fair values at the date
of purchase. Such a transaction does not give rise to goodwill or
bargain purchase gain.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESTHERE
(CONTINUED)
Goodwill HE

Goodwill arising on acquisition of a business is carried at cost
as established at the date of acquisition of the business less
accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to
each of the Group’s cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies
of the combination, which represent the lowest level at which the
goodwill is monitored for internal management purposes and not
larger than an operating segment.

A cash-generating unit (or group of cash-generating units) to
which goodwill has been allocated is tested for impairment
annually or more frequently whenever there is indication that
the unit may be impaired. For goodwill arising on an acquisition
in a reporting period, the cash-generating unit (or group of
cash-generating units) to which goodwill has been allocated is
tested for impairment before the end of that reporting period.
If the recoverable amount is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount
of any goodwill and then to the other assets on a pro-rata basis
based on the carrying amount of each asset in the unit (or group
of cash-generating units).

On disposal of the relevant cash-generating unit or any of the
cash-generating unit within the group of cash-generating units,
the attributable amount of goodwill is included in the determination
of the amount of profit or loss on disposal. When the Group
disposes of an operation within the cash-generating unit (or a
cash-generating unit within a group of cash-generating units),
the amount of goodwill disposed of is measured on the basis of
the relative values of the operation (or the cash-generating unit)
disposed of and the portion of the cash-generating unit (or the
group of cash-generating units) retained.

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or services
underlying the particular performance obligation is transferred to
the customer.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Revenue from contracts with customers (continued)
A performance obligation represents a good or service (or a
bundle of goods or services) that is distinct or a series of distinct
goods or services that are substantially the same.

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

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

— the Group’s performance creates or enhances an asset that
the customer controls as the Group performs; or

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

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

A contract asset represents the Group’s right to consideration in
exchange for goods or services that the Group has transferred
to a customer that is not yet unconditional. It is assessed for
impairment in accordance with HKFRS 9. In contrast, a receivable
represents the Group’s unconditional right to consideration,
i.e. only the passage of time is required before payment of that
consideration is due.

A contract liability represents the Group’s obligation to transfer
goods or services to a customer for which the Group has received
consideration (or an amount of consideration is due) from the
customer.

A contract asset and a contract liability relating to the same
contract are accounted for and presented on a net basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESFHHEGE

(CONTINUED)

Over time revenue recognition: measurement

of progress towards complete satisfaction of a
performance obligation

Output method

The progress towards complete satisfaction of a performance
obligation is measured based on output method, which is to
recognise revenue on the basis of direct measurements of the
value of the goods or services transferred to the customer to date
relative to the remaining goods or services promised under the
contract, that best depict the Group’s performance in transferring
control of goods or services.

As a practical expedient, if the Group has a right to consideration
in an amount that corresponds directly with the value of the
Group’s performance completed to date, the Group recognises
revenue in the amount to which the Group has the right to invoice.

Principal versus agent

When another party is involved in providing goods or services to a
customer, the Group determines whether the nature of its promise
is a performance obligation to provide the specified goods or
services itself (i.e. the Group is a principal) or to arrange for those
goods or services to be provided by the other party (i.e. the Group
is an agent).

The Group is a principal if it controls the specified good or service
before that good or service is transferred to a customer.

The Group is an agent if its performance obligation is to arrange
for the provision of the specified good or service by another party.
In this case, the Group does not control the specified good or
service provided by another party before that good or service is
transferred to the customer. When the Group acts as an agent,
it recognises revenue in the amount of any fee or commission to
which it expects to be entitled in exchange for arranging for the
specified goods or services to be provided by the other party.

90 ANNUAL REPORT 2019 &

BREEZRA  FTETE2ENE
WEEZEE

EH%E
TEEXRBHEEZERRE LA
E ARBERFELSCERTER
ZEmHIRGEE A NEB N EBE IR T
Emsk ik 2 EBERBKA - BELX
U ER A A AREER Emu R
BEFIRE 2 BRIBEMR o

puj

ERERAIITHREZ  MAKEA
RUDEASEESERBOBONEE
HEERHENSRIESRE  IAKEN
AEEBEFAZZNSRERLA -

ZEABEKEA

ER— A4 RABEFIREHEERIRY
B AEESETHARNMERT A
—IERRHIEE B MRS 2 B E E (R
REBAZTAN) KL RS —HiRiZ
SERIRBErBHETEIREEER
BA) °

HREEREBERABREERTES
AEBIET S RNRG - AAEEAS
SEA o

WZER—HRHEEEERIARBASA
SEZENEE  MARBERRIEA -
REBERT  AEEREEE MR
EETEPAYEZESNHS —HRMEZ
BEEEMIIRSE - HARBEES/SKIEA
7% - RIAEBE RS —TiRHIEE
5 an S AR T B #E AR 2 (E (] & A 3
CERBERLA -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Leases

Definition of a lease (upon application of HKFRS 16 in
accordance with transitions in Note 2)

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

For contracts entered into or modified or arising from business
combinations on or after the date of initial application, the Group
assesses whether a contract is or contains a lease based on
the definition under HKFRS 16 at inception, modification date
or acquisition date, as appropriate. Such contract will not be
reassessed unless the terms and conditions of the contract are
subsequently changed.

The Group as a lessee (upon application of HKFRS 16 in
accordance with transitions in Note 2)

Allocation of consideration to components of a contract

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

The Group also applies practical expedient not to separate non-
lease components from lease component, and instead account for
the lease component and any associated non-lease components
as a single lease component.

As a practical expedient, leases with similar characteristics are
accounted on a portfolio basis when the Group reasonably
expects that the effects on the consolidated financial statements
would not differ materially from individual leases within the
portfolio.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to leases that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option.
It also applies the recognition exemption for lease of low-value
assets. Lease payments on short-term leases and leases of low-
value assets are recognised as expense on a straight-line basis or
another systematic basis over the lease term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Leases (continued)

The Group as a lessee (upon application of HKFRS 16 in
accordance with transitions in Note 2) (continued)
Right-of-use assets

The cost of right-of-use asset includes:

e the amount of the initial measurement of the lease liability;

e any lease payments made at or before the commencement
date, less any lease incentives received;

e any initial direct costs incurred by the Group; and

e an estimate of costs to be incurred by the Group in
dismantling and removing the underlying assets, restoring the
site on which it is located or restoring the underlying asset
to the condition required by the terms and conditions of the
lease.

Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably certain to
obtain ownership of the underlying leased assets at the end of the
lease term are depreciated from commencement date to the end
of the useful life. Otherwise, right-of-use assets are depreciated on
a straight-line basis over the shorter of its estimated useful life and
the lease term.

The Group presents right-of-use assets in “property, plant and
equipment”, the same line item within which the corresponding
underlying assets would be presented if they were owned.

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9
“Financial Instruments” (“HKFRS 9”) and initially measured at fair
value. Adjustments to fair value at initial recognition are considered
as additional lease payments and included in the cost of right-of-
use assets.

92 ANNUAL REPORT 2019 F &

3. TR HER#H)

HE @

FEEEREBEA (RIEHE22 8B IF
XE P& BRI &R FE 1695 05) ()
EHEEE

EREEEXRAR

s HERBEWYFESHE:

o REABBHIZAEENEMNEE

N BERBRBRMEANEEE

= ;

o AEBEAMEMIVIFEERE
&

o AKEFRKREBRIEBEE - B
HEAEEMRES IR EEEER
BEMERRRRFAREREE
R TR o

EREEERKAE  BERRETH
EXRERBE  IEMEHNTEHE

BRFLAR -

REEE A R RE T B A SRS RIS AR
MEEEEZARZEREEEAR
MAMEERRAFHRERTE - &
A - ERBEEREMGAAEAFHR
Mz BRENERENE -

AEEEME - BEEREBINER
REENEERABEE(HER) ZR—
DHEBAZT -

REHERE
ENZARERERSREFTEMBR
ERRNESR 2@ TAI([BEERBRE
ZRIFR D ARR TR AFEFE -
RIS EREH QP EZAERRSER
SMEENRIA T ALREEEMA



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HEZ—ZE—NF+-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Leases (continued)
The Group as a lessee (upon application of HKFRS 16 in
accordance with transitions in Note 2) (continued)
Lease liabilities
At the commencement date of a lease, the Group recognises and
measures the lease liability at the present value of lease payments
that are unpaid at that date. In calculating the present value of
lease payments, the Group uses the incremental borrowing rate
at the lease commencement date if the interest rate implicit in the
lease is not readily determinable.

The lease payments include:

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

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

e amounts expected to be payable by the Group under residual
value guarantees;

e the exercise price of a purchase option if the Group is
reasonably certain to exercise the option; and

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

After the commencement date, lease liabilities are adjusted by
interest accretion and lease payments.

The Group remeasures lease liabilities (and makes a corresponding
adjustment to the related right-of-use assets) whenever:

e the lease term has changed or there is a change in the
assessment of exercise of a purchase option, in which case
the related lease liability is remeasured by discounting the
revised lease payments using a revised discount rate at the
date of reassessment.

e the lease payments change due to changes in market rental
rates following a market rent review, in which cases the
related lease liability is remeasured by discounting the revised
lease payments using the initial discount rate.

The Group presents lease liabilities as a separate line item on the
consolidated statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESFHHEGE

(CONTINUED)

Leases (continued)

The Group as a lessee (upon application of HKFRS 16 in
accordance with transitions in Note 2) (continued)

Lease modifications

The Group accounts for a lease modification as a separate lease
if:

e the modification increases the scope of the lease by adding
the right to use one or more underlying assets; and

e the consideration for the leases increases by an amount
commensurate with the stand-alone price for the increase in
scope and any appropriate adjustments to that stand-alone
price to reflect the circumstances of the particular contract.

For a lease modification that is not accounted for as a separate
lease, the Group remeasures the lease liability based on the
lease term of the modified lease by discounting the revised lease
payments using a revised discount rate at the effective date of the
modification.

The Group accounts for the remeasurement of lease liabilities by
making corresponding adjustments to the relevant right-of-use
asset. When the modified contract contains a lease component
and one or more additional lease or non-lease components, the
Group allocates the consideration in the modified contract to each
lease component on the basis of the relative stand-alone price of
the lease component and the aggregate stand-alone price of the
non-lease components.

The Group as a lessee (prior to 1 January 2019)

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets of
the Group at their fair value at the inception of the lease or, if
lower, at the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the consolidated
statement of financial position as a finance lease obligation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)
Leases (continued)
The Group as a lessee (prior to 1 January 2019) (continued)

Lease payments are apportioned between finance expenses
and reduction of the lease obligation so as to achieve a constant
rate of interest on the remaining balance of the liability. Finance
expenses are recognised immediately in profit or loss, unless they
are directly attributable to qualifying assets, in which case they
are capitalised in accordance with the Group’s general policy on
borrowing costs (see the accounting policy below). Contingent
rentals are recognised as expenses in the periods in which they
are incurred.

Operating lease payments, including the cost of acquiring land
held under operating leases, are recognised as an expense on a
straight-line basis over the lease term. Contingent rentals arising
under operating leases are recognised as an expense in the period
in which they are incurred.

Lease incentives relating to operating leases are considered as
integral part of lease payments, the aggregate benefit of incentives
is recognised as a reduction of rental expense on a straight-line
basis.

The Group as a lessor

Classification and measurement of leases

Leases for which the Group is a lessor are classified as finance
or operating leases. Whenever the terms of the lease transfer
substantially all the risks and rewards incidental to ownership of
an underlying asset to the lessee, the contract is classified as a
finance lease. All other leases are classified as operating leases.

Rental income from operating leases is recognised in profit or loss
on a straight-line basis over the term of the relevant lease. Initial
direct costs incurred in negotiating and arranging an operating
lease are added to the carrying amount of the leased asset, and
such costs are recognised as an expense on a straight-line basis
over the lease term except for investment properties measured
under fair value model.

The Group as a lessor (upon application of HKFRS 16 in
accordance with transitions in Note 2)

Allocation of consideration to components of a contract

When a contract includes both leases and non-lease components,
the Group applies HKFRS 15 to allocate consideration in
a contract to lease and non-lease components. Non-lease
components are separated from lease component on the basis of
their relative stand-alone selling prices.

3. TEEFHHERH)

HE @
AEEERRBA(CE-NF—F—H
Z B (4,
MENFRRL O 2 B ARE R R
MEAE - ®MEH A EHRENT R
o @AM AR NERER @ BRIER
EERBRNAEREE  EXBRATH
BRARBENEBEERA—RER(RTX
SRR BEAER - IRHEERELH
RIARER SR ©

REHEENR(BEREEEERTHEE
T HIRKAR) TH IR T HAA B R A ERE R R
X oREHERETEAZHAEESNE
HHRHER AR o

HEeHEAENHEEEERASTEE

NROAEKE D - BEANRLERE
ER AT RS
FAEEERHEA

HEM S iT 2

AEEESEBEANEED SRE LKL
LHE  EMHERREBBEBBEEER
BREARBNBRE D R & E &R T &E
A ZEWAEIBRRERE - T8
HpHEADBAKELEHE -

REMEZHSBAREREREHNR
HAROAERDER - A RLHHEEHE
EEAZGREERASMAMBEEER
EZEEE  BZEFRANEERANR
BERAER AN EREMRUAQF
BRAE -

FEEED AN (RIEHE22 8B IF
X BB & BRI & E R F 1655 65)
DERIEEE KIS
ERHNRRKEEHERIFEEAKRIEY
B AEERBEBVHHRELERNF5
BRANTFHRENEEZEHERIFHEE
ERE D - JFHEEKE O ERNERY
BEREEEBEMAKEO DM

GREEN LEADER HOLDINGS GROUP LIMITED &%8#EREBERE AT 95



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESFHHEGE

(CONTINUED)

Leases (continued)

The Group as a lessor (upon application of HKFRS 16 in
accordance with transitions in Note 2) (continued)

Refundable rental deposits

Refundable rental deposits received are accounted for under
HKFRS 9 and initially measured at fair value. Adjustments to
fair value at initial recognition are considered as additional lease
payments from lessees.

Lease modification

The Group accounts for a modification to an operating lease as a
new lease from the effective date of the modification, considering
any prepaid or accrued lease payments relating to the original
lease as part of the lease payments for the new lease.

Equity-settled share-based payment transactions
Share options granted to employees

Equity-settled share-based payments to Directors and other
employees of the Group and others providing similar services are
measured at the fair value of the equity instruments at the grant
date.

The fair value of the equity-settled share-based payments
determined at the grant date without taking into consideration
all non-market vesting conditions is expensed on a straight-line
basis over the vesting period, based on the Group’s estimate of
equity instruments that will eventually vest, with a corresponding
increase in equity (share option reserve). At the end of the
reporting period, the Group revises its estimates of the number of
equity instruments expected to vest based on assessment of all
relevant non-market vesting conditions. The impact of the revision
of the original estimates, if any, is recognised in profit or loss such
that the cumulative expense reflects the revised estimate, with
a corresponding adjustment to share options reserve. For share
options that vest immediately at the date of grant, the fair value
of the share options granted is expensed immediately to profit or
loss.

When share options are exercised, the amount previously
recognised in share options reserve will be transferred to share
premium. When share options are forfeited after the vesting
date or are still not exercised at the expiry date, the amount
previously recognised in share options reserve will be transferred
to accumulated losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Equity-settled share-based payment transactions
(continued)

Share options granted to business associate

Equity-settled share-based payment transactions with parties
other than employees are measured at the fair value of the goods
or services received, except where that fair value cannot be
estimated reliably, in which case they are measured at the fair
value of the equity instruments granted, measured at the date the
entity obtains the goods or the counterparty renders the service.
The fair values of the goods or services received are recognised
as expenses (unless the goods or services qualify for recognition
as assets).

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at cost less accumulated amortisation and
any accumulated impairment losses. Amortisation for intangible
assets with finite useful lives is recognised on a straight-line basis
over their estimated useful lives. The estimated useful life and
amortisation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate being accounted
for on a prospective basis. Intangible assets with indefinite useful
lives that are acquired separately are carried at cost less any
subsequent accumulated impairment losses.

Property, plant and equipment

Property, plant and equipment, including right-of-use assets
arising from leases of underlying property, plant and equipment,
held for use in the production or supply of goods or services, or
for administrative purposes (other than construction in progress
as described below), are stated in the consolidated statement
of financial position at cost less subsequent accumulated
depreciation and subsequent accumulated impairment losses, if
any.

Freehold lands are not depreciated and are measured at cost less
subsequent accumulated impairment losses.

Depreciation is recognised so as to write off the cost of assets
(other than freehold land and properties under construction)
less their residual values over their estimated useful lives, using
the straight-line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESFHHEGE

(CONTINUED)

Property, plant and equipment (continued)

Construction in progress intended to be used for production,
supply or administrative purposes are carried at cost less any
recognised impairment loss. Costs include professional fees and,
for qualifying assets, borrowing costs capitalised in accordance
with the Group’s accounting policy. Such construction in progress
is classified to the appropriate categories of property, plant
and equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as other property,
plant and equipment, commences when they are ready for their
intended use.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss arising
on the disposal or retirement of an item of property, plant and
equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised
in profit or loss.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional currency
of that entity (foreign currencies) are recognised at the rates of
exchanges prevailing on the dates of the transactions. At the end
of the reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date.
Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing on the
date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency
are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Foreign currencies (continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s operations
are translated into the presentation currency of the Group (i.e.
HK$) using exchange rate prevailing at the end of each reporting
period. Income and expenses items are translated at the average
exchange rates for the period unless exchange rates fluctuate
significantly during that period, in which case the exchange
rates at the date of transactions are used. Exchange differences
arising, if any, are recognised in other comprehensive income
and accumulated in equity under the heading of the exchange
translation reserve, attributed to non-controlling interests as
appropriate.

On the disposal of a foreign operation (that is, a disposal of
the Group’s entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a foreign
operation of which the retained interest becomes a financial
asset), all of the exchange differences accumulated in equity in
respect of that operation attributable to owners of the Company
are reclassified to profit or loss.

In addition, in relation to a partial disposal of a subsidiary that
does not result in the Group losing control over the subsidiary, the
proportionate share of accumulated exchange differences are re-
attributed to non-controlling interests and are not recognised in
profit or loss. For all other partial disposals (i.e. partial disposals of
associates or joint arrangements that do not result in the Group
losing significant influence or joint control), the proportionate share
of the accumulated exchange differences is reclassified to profit or
loss.

Goodwill and fair value adjustments on identifiable assets acquired
arising on an acquisition of a foreign operation are treated as
assets and liabilities of that foreign operation and translated
at the rate of exchange prevailing at the end of each reporting
period. Exchange differences arising are recognised in other
comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESHBEKGE)
(CONTINUED)
Mining rights PRuERE

Mining rights with finite useful lives are carried at cost less
accumulated amortisation and accumulated impairment losses
(see the accounting policy in respect of impairment losses on
tangible and intangible assets below). Amortisation for mining
rights is recognised on the units of production method based on
the total proven and probable reserves of the mine.

Financial instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of the
instrument. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the time frame established by
regulation or convention in the market place.

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

The effective interest method is a method of calculating the
amortised cost of a financial asset or financial liability and of
allocating interest income and interest expense over the relevant
period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts and payments (including all fees
and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the financial asset or
financial liability, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Interest which are derived from the Group’s ordinary course of
business are presented as revenue.

100 ANNUAL REPORT 2019 F &

BARE AME R F 2 RBERKAR
R BN RREBREG2HETXE
METLEEREEREEBERIEER)
SRR o SREERERIEE IR M A] BER R 42
EEREEBORMEREN -

TWIA
EEEERXASARIAEAMNIRIAILN
TR REREREENERAE - A
BREACREERERR S AEERR
R ILHER - FREBTDRENRTIS L
BRASEPRE 2HRERAINE
ELEREERS -

TREEREBRAGNTIRAFET
B EVIRBEEEVHERELEANES
FAEZEPANZE SR ERAR
oh o B BETEREER SR ABGR
NFEFABRE((RAFEFARR]
ZEMEELEMBERINEEREEZ
RHRARNEERKT A BREEX
TREBERSE) ZAFE - HHH
B o WBRAFEFABRZEREE
HEeBMBBEEREHEZIIZRABER

BammER e

ERNEX ARG ECREELTRAR
ZHHRN A B B ERE A 2 B A B
ARMEBRX 2% - BRENXEHE
REEXTRAEREEEFHRO@
R BIEHRE 2 AR IR S WA RN
REEBEBERMNE—Ho2MAR
NABERER R KPRAKREAM
i Bk RHIRE) ERERL IR E Y P RER R
BREDFEZ M E -

AEBEHEEGBEFASNETLZS
AU e



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 & EZ =%

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Financial assets

Classification and subsequent measurement of

financial assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

e the financial asset is held within a business model whose
objective is to collect contractual cash flows; and

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

Financial assets that meet the following conditions are
subsequently measured at fair value through other comprehensive
income (“FVTOCI):

e the financial asset is held within a business model whose
objective is achieved by both selling and collecting contractual
cash flows; and

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

All other financial assets are subsequently measured at FVTPL,
except that at the date of initial application of HKFRS 9/initial
recognition of a financial asset the Group may irrevocably elect to
present subsequent changes in fair value of an equity investment
in other comprehensive income if that equity investment is neither
held for trading nor contingent consideration recognised by an
acquirer in a business combination to which HKFRS 3 Business
Combinations applies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR M EE

For the year ended 31 December 2019 #Z= — =&

—NEFT-A=+—HLFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Financial assets (continued)
A financial asset is held for trading if:

e it has been acquired principally for the purpose of selling in

the near term; or

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

e it is a derivative that is not designated and effective as a

hedging instrument.

In addition, the Group may irrevocably designate a financial asset
that are required to be measured at the amortised cost or FVTOCI
as measured at FVTPL if doing so eliminates or significant reduces
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an accounting mismatch.

(i)

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently
at amortised cost and debt instruments/receivables
subsequently measured at FVTOCI. For financial instruments
other than purchased or originated credit-impaired financial
assets, interest income is calculated by applying the effective
interest rate to the gross carrying amount of a financial asset,
except for financial assets that have subsequently become
credit-impaired (see below). For financial assets that have
subsequently become credit-impaired, interest income is
recognised by applying the effective interest rate to the
amortised cost of the financial asset from the next reporting
period. If the credit risk on the credit-impaired financial
instrument improves so that the financial asset is no longer
credit-impaired, interest income is recognised by applying
the effective interest rate to the gross carrying amount of
the financial asset from the beginning of the reporting period
following the determination that the asset is no longer credit
impaired.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Financial assets (continued)

(i) Financial assets at FVTPL
Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOCI or designated as
FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at
the end of each reporting period, with any fair value gains
or losses recognised in profit or loss. The net gain or loss
recognised in profit or loss includes any dividend or interest
earned on the financial asset.

Impairment of financial assets

The Group performs impairment assessment under expected
credit loss (“ECL”) model on financial assets (including trade
receivables, bills receivables, refundable deposits, other
receivables, amounts due from directors, amounts due from
related companies and bank balances) which are subject to
impairment under HKFRS 9. The amount of ECL is updated at
each reporting date to reflect changes in credit risk since initial
recognition.

Lifetime ECL represents the ECL that will result from all possible
default events over the expected life of the relevant instrument.
In contrast, 12-month ECL (“12m ECL”") represents the portion of
lifetime ECL that is expected to result from default events that are
possible within 12 months after the reporting date. Assessment
are done based on the Group’s historical credit loss experience,
adjusted for factors that are specific to the debtors, general
economic conditions and an assessment of both the current
conditions at the reporting date as well as the forecast of future
conditions.

The Group always recognises lifetime ECL for trade receivables.
The ECL on these assets are assessed individually for debtors
with significant balances and/or collectively using a provision
matrix with appropriate groupings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 #Z= — =&

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Financial assets (continued)
Impairment of financial assets (continued)
For all other instruments, the Group measures the loss allowance
equal to 12m ECL, unless when there has been a significant
increase in credit risk since initial recognition, the Group
recognises lifetime ECL. The assessment of whether lifetime ECL
should be recognised is based on significant increases in the
likelihood or risk of a default occurring since initial recognition.

()

Significant increase in credit risk

In assessing whether the credit risk has increased significantly
since initial recognition, the Group compares the risk of
a default occurring on the financial instruments as at the
reporting date with the risk of a default occurring on the
financial instruments as at the date of initial recognition.
In making this assessment, the Group considers both
quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-
looking information that is available without undue cost or
effort.

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

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

significant deterioration in external market indicators of
credit risk, e.g. a significant increase in the credit spread,
the credit default swap prices for the debtor;

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

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

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

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. TEEFHHERH)

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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

()

(i)

Significant increase in credit risk (continued)

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

Despite the aforegoing, the Group assumes that the credit
risk on a debt instrument has not increased significantly
since initial recognition if the debt instrument is determined to
have low credit risk at the reporting date. A debt instrument
is determined to have low credit risk if () it has a low risk of
default, (i) the borrower has a strong capacity to meet its
contractual cash flow obligations in the near term and (iii)
adverse changes in economic and business conditions in the
longer term may, but will not necessarily, reduce the ability
of the borrower to fulfil its contractual cash flow obligations.
The Group considers a debt instrument to have low credit risk
when it has an internal or external credit rating of “investment
grade” as per globally understood definitions.

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

Definition of default

For internal credit risk management, the Group considers an
event of default occurs when information developed internally
or obtained from external sources indicates that the debtor is
unlikely to pay its creditors, including the Group, in full (without
taking into account any collaterals held by the Group).

Irrespective of the above, the Group considers that default
has occurred when a financial asset is more than 90 days
past due unless the Group has reasonable and supportable
information to demonstrate that a more lagging default
criterion is more appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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

(i)

(iv)

Credit-impaired financial assets

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

(@) significant financial difficulty of the issuer or the borrower;

(b) a breach of contract, such as a default or past due event;

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

(d) it is becoming probable that the borrower will enter
bankruptcy or other financial reorganisation; or

(e) the disappearance of an active market for that financial
asset because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there is information
indicating that the counterparty is in severe financial difficulty
and there is no realistic prospect of recovery, for example,
when the counterparty has been placed under liquidation
or has entered into bankruptcy proceedings, or in the case
of trade receivables, when the amounts are over one year
past due, whichever occurs sooner. Financial assets written
off may still be subject to enforcement activities under the
Group’s recovery procedures, taking into account legal advice
where appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised in profit or
loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR MR

For the year ended 31 December 2019 HEZ—ZE—NF+-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESHBEKGE)
(CONTINUED)

Financial assets (continued) cTHEEE
Impairment of financial assets (continued) A EE R E ()

(v) Measurement and recognition of ECL () TEEIEEEECGTERER

The measurement of ECL is a function of the probability
of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default. The
assessment of the probability of default and loss given
default is based on historical data adjusted by forward-
looking information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined with the
respective risks of default occurring as the weights.

Generally, the ECL is the difference between all contractual
cash flows that are due to the Group in accordance with
the contract and the cash flows that the Group expects to
receive, discounted at the effective interest rate determined at
initial recognition.

Where ECL is measured on a collective basis or cater for
cases where evidence at the individual instrument level may
not yet be available, the financial instruments are grouped on
the following basis:

e Nature of financial instruments (i.e. the Group’s trade
receivables, bills receivables and other receivables are
each assessed as a separate group);

e Past-due status;

e Nature, size and industry of debtors; and

e External credit ratings where available.

The grouping is regularly reviewed by management to ensure
the constituents of each group continue to share similar credit
risk characteristics.

Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is
credit impaired, in which case interest income is calculated
based on amortised cost of the financial asset.

The Group recognises an impairment gain or loss in profit
or loss for all financial instruments by adjusting their carrying
amount, with the exception of trade receivables, bills
receivables and other receivables where the corresponding
adjustment is recognised through a loss allowance account.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESFHHEGE

(CONTINUED)

Financial assets (continued)

Derecognition of financial assets

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the risks
and rewards of ownership of the asset to another entity. If the
Group neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred
asset, the Group recognises its retained interest in the asset and
an associated liability for amounts it may have to pay. If the Group
retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Group continues to recognise the
financial asset and also recognises a collateralised borrowing for
the proceeds received.

On derecognition of a financial asset measured at amortised cost,
the difference between the asset’s carrying amount and the sum
of the consideration received and receivable is recognised in profit
orloss.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments are classified as either financial
liabilities or as equity in accordance with the substance of the
contractual arrangements and the definitions of a financial liability
and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its liabilities.
Equity instruments issued by the Company are recognised at the
proceeds received, net of direct issue costs.

Financial liabilities
All financial liabilities are subsequently measured at amortised cost
using the effective interest method or at FVTPL.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Financial liabilities and equity (continued)
Financial liabilities at FVTPL
Financial liabilities are classified as at FVTPL when the financial
liability is (i) held for trading or (i) it is designated as at FVTPL.

A financial liability is classified as held for trading if:

e it has been acquired principally for the purpose of
repurchasing it in the near term; or

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

e it is a derivative, except for a derivative that is a financial
guarantee contract or a designated and effective hedging
instrument.

A financial liability other than a financial liability held for trading may
be designated as at FVTPL upon initial recognition if:

e such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise; or

e the financial liability forms part of a group of financial assets
or financial liabilities or both, which is managed and its
performance is evaluated on a fair value basis, in accordance
with the Group’s documented risk management or investment
strategy, and information about the grouping is provided
internally on that basis; or

e jt forms part of a contract containing one or more embedded
derivatives, and HKFRS 9 permits the entire combined
contract to be designated as at FVTPL.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESFHHEGE

(CONTINUED)

Financial liabilities and equity (continued)

Financial liabilities at FVTPL (continued)

For financial liabilities that are designated as at FVTPL, the amount
of change in the fair value of the financial liability that is attributable
to changes in the credit risk of that liability is recognised in other
comprehensive income, unless the recognition of the effects of
changes in the liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit or loss.
For financial liabilities that contain embedded derivatives, such as
convertible loan notes, the changes in fair value of the embedded
derivatives are excluded in determining the amount to be
presented in other comprehensive income. Changes in fair value
attributable to a financial liability’s credit risk that are recognised in
other comprehensive income are not subsequently reclassified to
profit or loss; instead, they are transferred to accumulated losses
upon derecognition of the financial liability.

Financial liabilities at amortised cost

Financial liabilities (including trade payables, other payables,
amount due to a director, amounts due to related companies,
liabilities component of convertible loan notes, lease liabilities and
amounts due to non-controlling interests holders) are subsequently
measured at amortised cost, using the effective interest method.

Convertible loan notes

A conversion option that will be settled other than by the exchange
of a fixed amount of cash or another financial asset for a fixed
number of the Group’s own equity instruments is a conversion
option derivative.

At the date of issue, both the debt component and derivative
components are recognised at fair value. In subsequent periods,
the debt component of the convertible loan notes is carried at
amortised cost using the effective interest method. The derivative
component is measured at fair value with changes in fair value
recognised in profit or loss.

Transaction costs that relate to the issue of the convertible loan
notes are allocated to the debt and derivative components in
proportion to their relative fair values. Transaction costs relating
to the derivative component are charged to profit or loss
immediately. Transaction costs relating to the debt component are
included in the carrying amount of the debt portion and amortised
over the period of the convertible loan notes using the effective
interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)
Financial liabilities and equity (continued)
Derecognition/substantial modification of financial liabilities

The Group derecognises financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or have expired.
The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is
recognised in profit or loss.

The Group accounts for an exchange with a lender of a financial
liability with substantially different terms as an extinguishment
of the original financial liability and the recognition of a new
financial liability. A substantial modification of the terms of an
existing financial liability or a part of it (whether or not attributable
to the financial difficulty of the Group) is accounted for as an
extinguishment of the original financial liability and the recognition
of a new financial liability.

The Group considers that the terms are substantially different if the
discounted present value of the cash flows under the new terms,
including any fees paid net of any fees received and discounted
using the original effective interest rate, is at least 10 per cent
different from the discounted present value of the remaining cash
flows of the original financial liability. Accordingly, such exchange
of debt instruments or modification of terms is accounted for as
an extinguishment, any costs or fees incurred are recognised as
part of the gain or loss on the extinguishment. The exchange or
modification is considered as non-substantial modification when
such difference is less than 10 per cent.

Non-substantial modifications of financial liabilities

For non-substantial modifications of financial liabilities that do not
result in derecognition, the carrying amount of the relevant financial
liabilities will be calculated at the present value of the modified
contractual cash flows discounted at the financial liabilities’ original
effective interest rate. Transaction costs or fees incurred are
adjusted to the carrying amount of the modified financial liabilities
and are amortised over the remaining term. Any adjustment to the
carrying amount of the financial liability is recognised in profit or
loss at the date of modification.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESHBEKGE)
(CONTINUED)
Financial liabilities and equity (continued) TRAERER(E
Derivative financial instruments PTEZHMTA

Derivatives are initially recognised at fair value at the date when
derivative contracts are entered into and are subsequently
remeasured to their fair value at the end of the reporting period.
The resulting gain or loss is recognised in profit or loss.

Embedded derivatives

Derivatives embedded in hybrid contracts that contain financial
asset hosts within the scope of HKFRS 9 are not separated. The
entire hybrid contract is classified and subsequently measured in
its entirely as either amortised cost or fair value as appropriate.

Derivatives embedded in non-derivative host contracts that are
not financial assets within the scope of HKFRS 9 are treated as
separate derivatives when they meet the definition of a derivative,
their risks and characteristics are not closely related to those of
the host contracts and the host contracts are not measured at
FVTPL.

Generally, multiple embedded derivatives in a single instrument
that are separated from the host contracts are treated as a single
compound embedded derivative unless those derivatives relate to
different risk exposures and are readily separable and independent
of each other.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost of inventories are determined on the weighted average
method for its mining products and first-in-first out method for
its systems integration services and software solutions products.
Net realisable value represents the estimated selling prices for
inventories less all estimated costs of completion and costs
necessary to make the sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Impairment on property, plant and equipment, right-
of-use assets and intangible assets with finite useful
lives other than goodwill (see the accounting policy in
respect of goodwill above)

At the end of each reporting period, the Group reviews the
carrying amounts of its property, plant and equipment, right-of-use
assets and intangible assets with finite useful lives to determine
whether there is any indication that these assets have suffered
an impairment loss. If any such indication exists, the recoverable
amount of the relevant asset is estimated in order to determine the
extent of the impairment loss, if any.

The recoverable amount of property, plant and equipment, right-
of-use assets and intangible assets are estimated individually.
When it is not possible to estimate the recoverable amount
individually, the Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs.

In addition, the Group assesses whether there is indication that
corporate assets may be impaired. If such indication exists,
corporate assets are also allocated to individual cash-generating
units, when a reasonable and consistent basis of allocation can
be identified, or otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the assets (or a
cash-generating unit) for which the estimates of future cash flows
have not been adjusted.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESFHHEGE

(CONTINUED)
Impairment on property, plant and equipment, right-
of-use assets and intangible assets with finite useful
lives other than goodwill (see the accounting policy in
respect of goodwill above) (continued)

If the recoverable amount of an asset (or a cash-generating unit)
is estimated to be less than its carrying amount, the carrying
amount of the asset (or a cash-generating unit) is reduced to its
recoverable amount. For corporate assets or portion of corporate
assets which cannot be allocated on a reasonable and consistent
basis to a cash-generating unit, the Group compares the carrying
amount of a group of cash-generating units, including the
carrying amounts of the corporate assets or portion of corporate
assets allocated to that group of cash-generating units, with the
recoverable amount of the group of cash-generating units. In
allocating the impairment loss, the impairment loss is allocated first
to reduce the carrying amount of any goodwill (if applicable) and
then to the other assets on a pro-rata basis based on the carrying
amount of each asset in the unit or the group of cash-generating
units. The carrying amount of an asset is not reduced below the
highest of its fair value less costs of disposal (if measurable),
its value in use (if determinable) and zero. The amount of the
impairment loss that would otherwise have been allocated to
the asset is allocated pro rata to the other assets of the unit. An
impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or cash-generating unit or a group of cash-
generating units) is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
(or a cash-generating unit or a group of cash-generating units)
in prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HEZ—ZE—NF+-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from “profit/loss before tax” because of
income or expense that are taxable or deductible in other years
and items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting
period.

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

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

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESFHHEGE

(CONTINUED)

Taxation (continued)

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

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

The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which the
Group expects, at the end of each reporting period, to recover or
settle the carrying amount of its assets and liabilities.

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

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS 12
Income Taxes requirements to right-of-use assets and lease
liabilities separately. Temporary differences relating to right-
of-use assets and lease liabilities are not recognised at initial
recognition and over the lease terms due to application of the
initial recognition exemption.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax
liabilities and when they relate to income taxes levied to the same
taxable entity by the same taxation authority.

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively. Where
current tax or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the accounting
for the business combination.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching
to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic
basis over the periods in which the Group recognises as expenses
the related costs for which the grants are intended to compensate.
Specifically, government grants whose primary condition is that
the Group should purchase, construct or otherwise acquire non-
current assets are recognised as a deduction from the carrying
amount of the relevant asset in the consolidated statement of
financial position and transferred to profit or loss on a systematic
and rational basis over the useful lives of the related assets.

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.

Retirement benefit costs

Payments to the PRC government retirement benefit scheme,
pursuant to the relevant labour rules and regulations in the PRC
and the Mandatory Provident Fund Scheme (“MPF Scheme”) in
Hong Kong are recognised as an expense when employees have
rendered service entitling them to the contributions.

Short-term employee benefits

Short-term employee benefits are recognised at the undiscounted
amount of the benefits expected to be paid as and when
employees rendered the services. All short-term employee benefits
are recognised as an expense unless another HKFRS requires or
permits the inclusion of the benefit in the cost of an asset.

A liability is recognised for benefits accruing to employees (such as
wages and salaries, annual leave and sick leave) after deducting
any amount already paid.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets
until such time as the assets are substantially ready for their
intended use or sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESHBEKGE)
(CONTINUED)
Borrowing costs (continued) BERA ()

Effective on 1 January 2019, any specific borrowing that remain
outstanding after the related asset is ready for its intended use
or sale is included in the general borrowing pool for calculation
of capitalisation rate on general borrowings. 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.

Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event, it is
probable that the Group will be required to settle that obligation,
and a reliable estimate can be made of the amount of the
obligation.

The amount recognised as a provision is the best estimate of
the consideration required to settle the present obligation at the
end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. Where a provision is
measured using the cash flows estimated to settle the present
obligation, its carrying amount is the present value of those cash
flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle
a provision are expected to be recovered from a third party, a
receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable
can be measured reliably.

Provision for restoration, rehabilitation and
environmental costs

Provisions for the Group’s restoration, rehabilitation and
environmental expenses are based on estimates of required
expenditure to restore the sites of Group’s mines in accordance
with PRC rules and regulations. The Group estimates its
liabilities for final reclamation and mine closure based upon
detailed calculations of the amount and timing of the future cash
expenditure to perform the required work, escalated for inflation,
then discounted at a discount rate that reflects current market
assessments of the time value of money and the risks specific to
the liability such that the amount of provision reflects the present
value of the expenditures expected to be required to settle the
obligation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

4. CRITICAL ACCOUNTING JUDGEMENTS AND

KEY SOURCES OF ESTIMATION UNCERTAINTY
In the application of the Group’s accounting policies, which
are described in Note 3, the Directors are required to make
judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and underlying assumptions
are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an
on-going basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future periods
if the revision affects both current and future periods.

Critical judgements in applying the entity’s accounting
policies

The following are the critical judgements, apart from those
involving estimation (see below), that the Directors have made in
the process of applying the Group’s accounting policies and that
have the most significant effect on the amounts recognised in the
consolidated financial statements.

Going concern basis

The consolidated financial statements have been prepared on a
going concern basis, the validity of which depends upon the basis
as set out in Note 1 to the consolidated financial statements.

Control over subsidiaries

The Group owns 49% equity interest in LI 78 & 7 38 45 5= [E A&
BRI E AR A F (“Shanxi Coal”). The Group’s ownership
of 49% equity interest in Shanxi Coal gives the Group the same
percentage of the voting rights in Shanxi Coal. The Group’s 49%
equity interest in Shanxi Coal was acquired on 7 June 2013 and
there has been no change in the Group’s ownership in Shanxi
Coal since then. The remaining 51% of the registered capital
of Shanxi Coal is owned by two equity interest holders, who
holds 41% and 10% respectively, belonging to a same group of
companies. The Directors made an assessment as at the date
of completion of acquisition as to whether or not the Group has
control over Shanxi Coal based on whether the Group has the
practical ability to direct the relevant activities of Shanxi Coal
unilaterally.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

4. CRITICAL ACCOUNTING JUDGEMENTS AND 4. BRESFTHERAFTTIREEEZ

KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Critical judgements in applying the entity’s accounting
policies (continued)

Control over subsidiaries (continued)

The Directors concluded that it has had control over Shanxi Coal
since the completion of acquisition on 7 June 2013 on the basis
that under the memorandum and articles of association of Shanxi
Coal (as amended on 21 December 2009), the Group is able
to appoint five directors out of nine on the board of directors of
Shanxi Coal through its wholly owned subsidiaries and a resolution
to be passed by the board of directors of Shanxi Coal requires
a simple majority. Upon Shanxi Coal being effectively acquired
by the Group on 7 June 2013, the Group is able to control the
decision making of the board of directors of Shanxi Coal through
its wholly owned subsidiaries.

In addition, all the shareholders of Shanxi Coal agreed that
they will approve the plans and proposals, including operating
and investment plan, financial budgeting, profit appropriation,
extraction of discretionary reserve and the issuance of bonds,
proposed by the board of directors of Shanxi Coal. The Directors
concluded that the Group has the practical ability to direct the
relevant activities of Shanxi Coal, and accordingly Shanxi Coal is
accounted for as subsidiary of the Company.

Key sources of estimation uncertainty

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

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-line
basis over their estimated useful lives, after taking into account
their estimated residual values. The determination of the useful
lives and residual values involve management’s estimation. The
Group assesses annually the residual values and the useful lives
of the property, plant and equipment and if the expectation differs
from the original estimates, such a difference may impact the
depreciation in the year and the estimate will be changed in the
future period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

4. CRITICAL ACCOUNTING JUDGEMENTS AND

KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

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

In considering the impairment losses that may be required for
certain of the Group’s non-current assets which mainly include
property, plant and equipment (including right-of-use assets) and
mining rights, the recoverable amount of the asset need to be
determined. The recoverable amount is the higher of its fair value
less cost of disposal and value in use. It is difficult to precisely
estimate fair value because quoted market prices for these assets
may not to be readily available. In determining the value in use,
the Group uses all readily available information in determining
expected cash flows generated by the cash-generating unit to
which the asset belongs and they are discounted to their present
value, which requires significant judgement relating to discount
rates, future selling prices, future production costs, future recovery
rates regarding coal washing process and anticipated production
capacity.

Notwithstanding that the Group has used all available information
to make this estimation, inherent uncertainty exists and actual
write-offs may be higher or lower than the amount estimated.

Provision of ECL for trade receivables

Trade receivables with significant balances and credit impaired
are assessed for ECL individually. In addition, the Group uses
provision matrix to calculate ECL for the trade receivables.
The provision rates are based on aging of trade receivables as
groupings of various debtors that have similar loss patterns.
The provision matrix is based on the Group’s historical default
rates taking into consideration forward-looking information that
is reasonable and supportable available without undue costs or
effort. At every reporting date, the historical observed default rates
are reassessed and changes in the forward-looking information
are considered.

The provision of ECL is sensitive to changes in estimates. The
information about the ECL and the Group’s trade receivables are
disclosed in Note 36.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

4. CRITICAL ACCOUNTING JUDGEMENTS AND 4. BRESFTHERAFTTIREEEZ

KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty (continued)
Mine reserves

Engineering estimates of the Group’s mine reserves are inherently
imprecise and represent only approximate amounts because of
the subjective judgements involved in developing such information.
There are authoritative guidelines regarding the engineering
criteria that have to be met before estimated mine reserves can
be designated as “proven” and “probable”. Proven and probable
mine reserve estimates are updated at regular basis and have
taken into account recent production and technical information
of each mine. In order to calculate reserves, estimates and
assumptions are required about a range of geological, technical
and economic factors, including quantities, grades, production
techniques, recovery rates, production costs, transport costs,
commodity demand and commodity prices. In addition, as
prices and cost levels change from year to year, the estimate of
proven and probable mine reserves also changes. This change is
considered as a change in estimate for accounting purposes and
is reflected on a prospective basis in related amortisation rates
and impairment of mining rights.

Despite the inherent imprecision in these engineering estimates,
these estimates are used in determining depreciation expenses
and impairment losses. The capitalised cost of mining rights is
amortised over the estimated unit of production. The estimated
unit of production are reviewed annually in accordance with the
production plans of the Group and the proven and probable
reserves of the mines.

Estimation of current and deferred income tax

The Group is subject to income taxes in various jurisdictions.
Significant judgement is required in determining the provision for
income taxes. There are transactions and calculations for which
the ultimate tax determination is uncertain during the ordinary
course of business. Where the final tax outcome of these matters
are different from the amounts that were initially recorded, such
differences will impact the current and deferred income tax
provisions in the period in which such determinations are made.
As at 31 December 2019, the carrying amount of income tax
liabilities is approximately HK$5,096,000 (2018: approximately
HK$28,294,000) and deferred tax liabilities is approximately
HK$1,123,848,000 (2018: approximately HK$1,304,801,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

4. CRITICAL ACCOUNTING JUDGEMENTS AND

KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty (continued)

Fair value of derivative component of convertible loan notes
The Directors use their judgement in selecting an appropriate
valuation technique for financial instruments not quoted in an
active market. Valuation techniques commonly used by market
practitioners are applied. For derivative components of the
convertible loan notes, assumptions are made based on quoted
market rates adjusted for specific features of the instrument.
As at 31 December 2019, the carrying amount of derivative
components of convertible loan notes recognised as current
liabilities is approximately HK$850,000 and as current assets
is approximately HK$28,719,000 (2018: as current liabilities
was approximately HK$2,330,000 and as current assets was
approximately HK$7,356,000).

Provision for restoration, rehabilitation and environmental
costs

The provision for restoration, rehabilitation and environmental
costs has been determined by the management of the Group
based on their best estimates. The management of the Group
estimated this liability for final reclamation and mine closure based
upon detailed forecast of the amounts and timing of future cash
flows for a third party to perform work, escalated for inflation,
then discounted at a discount rate that reflects current market
assessments of the time value of money and the risks specific to
the liability, such that the provision reflects the present value of
the expenditures expected to be required to settle the obligation.
However, the estimate of the associated expenditures may be
subject to change due to new government environmental policy
in the future. The provision is reviewed regularly to ensure that it
properly reflects the present value of the obligation arising from the
mining activities. As at 31 December 2019, the carrying amount
of provision for restoration, rehabilitation and environmental
costs was approximately HK$75,914,000 (2018: approximately
HK$74,279,000).

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to stakeholders through the optimisation of the debt and
equity balance. The Group’s overall strategy remains unchanged
from prior year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

5. CAPITAL RISK MANAGEMENT (CONTINUED) 5. EAEMREE(HE)

The capital structure of the Group consists of net debts (which
included convertible loan notes disclosed in Note 25, amounts
due to related companies disclosed in Note 20, amounts due
to non-controlling interests holders disclosed in Note 24, other
borrowings and lease liabilities (2018: obligations under finance
leases), net of cash and cash equivalents) and equity attributable
to owners of the Company (comprising issued share capital and
reserves). The Directors review the capital structure monthly. As
a part of this review, the Directors consider the cost of capital
and the risks associated with each class of capital. Based on
the recommendations of the Directors, the Group will balance its
overall capital structure through new share issues and share buy-
backs as well as issue of new debt or the redemption of existing
debt.

SEGMENT INFORMATION

The Group’s operating segments, based on information reported
to the Board (being the chief operating decision maker (“CODM”))
for the purpose of resources allocation and performance
assessment are as follows:

AEBZEARBREEFHE  EF
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20 E 2 BN BERRIGIR - MisE24
BRZEMNIFERESHEARE &
ERREERE(CE-N\F  BEH
ETZEE) KA LRREFEY) A
RARAHEEARBEER(BREDETR
KAL)  BEEEARIEAERE B
P REBEAKANNEEEENAH
ZRR AEESEEST EHELE
1T AR S B A7 [0 B A T 3T 4 B 5 sk BB [
RAGEHTFOEERENER

D EE R
KRAEDEEREFABRREMMES
SANT2REARE(ETELERR
EDERZER  REEZKE 7 HA0
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Cassava starch —  Provision of cultivation and processing of RERWMER - RHBERKERH
operation cassava starch for sale I LAYESHE
Mining operation - Geological survey, exploration and BT - HRBERE 2 E
development of coal deposits, and 7T~ MR MR
selling of coking coal and other NMIHEEH R H A
coal products B E M

Coal operation ~  Provision of coal trading and logistics Bk T - RHEREZ SRR
services AR 7%

Systems integration — Sales of information technology EEENRE - BABBREMES -
services and products, provision of systems PNEILES D e R 5 & KR
software solutions integration services, technology HE % - BTARE - =

services, software development and HFEE R &
solution services Pk 75

For management purpose, the Group is organised into business
units based on their products and services. The management
of the Group monitors the operating results of its business units
separately for the purposes of making decisions on resource
allocation and performance assessment. Segment performance
is evaluated based on the operating profit or loss which in certain
respects, as explained in the table below, is measured differently
from the operating profit or loss in the consolidated statement of
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 & EZ =%

6. SEGMENT INFORMATION (CONTINUED)

For the purposes of monitoring segment performance and
allocating resources between segments, the CODM also reviews
other segment information.

Segment revenues and results
The following is an analysis of the Group’s revenues and results

6.

A ISR MR

—NEFTZA=+—HLFE

7 BB E ()
RERHHBRARRS BEHEERM
T OEEEERKETEMAMS HE

DEBAREE

AT #EIIZA] 2|MMEED T2 A

by reportable and operating segments. SEWARES -
Systems integration
services and Cassava starch
software solutions Mining operation Coal operation operation Total
ZRRRRER
BEBARE RBER R RERBER st
2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
ZE-0E Z3\F ZB-0E ZE5-0\E ZB-0F ZT)\E ZB-AF CT\E CB-0E C5
HK$000 HK$'000 HK$000 HK$'000 HK$'000  HKSO000 HK$ 000 HK$'000 HK$'000  HK$'000
TErn ThRr T TEr  TEn  TEr  THEr  TEr TR TER
For the year ended BETZA=1-H
31 December LEE
REVENUE WA
Sales to external customers — SMIE AL 2 E 202 23,131 044056 980902 = - = 603 944,258 1,004,636
RESULTS 4
Segment loss HHEE (9,938) (600) (779,392) (2,986,918) O - (89,406) (30,492 (878,736) (3,018,010)
Change In fair value of RRERZBITE
derivative component of 18852
convertible loan notes NEESE 2843 235973
Unallocated income FABBA 1,122 699
Unallocated expenses FARTM (63,552)  (40,849)
Finance costs HARA (415,590)  (331,15)
Loss before taxation RRAER (1,323913) (3,153,345)
The Group has initially applied HKFRS 16 at 1 January 2019 AEERZZ—NF—H—BUEKEET

using modified retrospective approach. Under this approach,
comparative information is not restated (see Note 2).

EBPREEREREEMHERELERIE16
St o RIBULTE - HBRER T ESF (R
f&EE2)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

6. SEGMENT INFORMATION (CONTINUED) 6. 2 EE R ()

Segment revenues and results (continued)

The accounting policies of the reportable and operating segments
are the same as the Group’s accounting policies. Segment
loss represents the loss from each segment without allocation
of central administrative expenses, including directors’ and
chief executive’s emoluments, change in fair value of derivative
component of convertible loan notes, certain other income and
finance costs. This is the measure reported to CODM for the
purposes of resource allocation and performance assessment.

For the purpose of assessment by the CODM, the finance cost
of amounts due to non-controlling interests holders, advances
drawn on discounted bills and leases liabilities were not included
in segment results while the corresponding liabilities have been
included in the segment liabilities.

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

’“‘BH&(A&% (%)
EHRREEN B2 SR BRERE
Z@%’Jrﬂl RIEMR e /‘-‘E‘BEETE?E%%\T:‘BF
EZEE MARDEFRITHMAX
BREERTBRAZME - TREKER
SBRTETARY 2 AVEES 5T
HMWARBERA - IR ERD R
REBRHERNEBLERRERSE 25T

REBRERKELTHENS @ EBH
FFERERFTAARE  RRMRERE
ZBEFEBERBEZBEKALRGTA

DEEE MBERABCDTADIE
f& -
TMEERER

NTRZEAZ2FREEDLIMZAE
MEENAE-

Segment assets TEEE
2019 2018
—E-NF —T-N\F
HK$’000 HK$’'000
FET FHT
Systems integration services and RSN R R ERR T &
software solutions 6,469 13,547
Mining operation IR TS 7,143,191 7,990,465
Cassava starch operation RNEWDE 51,306 237,799
Total segment assets DEEERE 7,200,966 8,241,811
Unallocated KoL
— Derivative component of convertible - AIBMRERERITE
loan notes TEZHD 28,719 7,356
- Others - Hfth 16,591 10,728
45,310 18,084
Consolidated total assets FaBERE 7,246,276 8,259,895
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HEZ—ZE—NF+-_A=+—HIFE

6. SEGMENT INFORMATION (CONTINUED) 6. DEER(HE)
Segment assets and liabilities (continued) THEERAEE
Segment liabilities HDELEE
2019 2018
—E-NEF —FE-)N\F
HK$’000 HK$'000
FHExT FHET
Systems integration services and R EKIRTE R BRR TR
software solutions 4,320 10,755
Mining operation R 6,263,439 5,969,878
Cassava starch operation NERA) ETE 5,023 37,143
Total segment liabilities DEBERRE 6,272,782 6,017,776
Unallocated RAEE
— Liabilities component of convertible - AR EREENEEIS
loan notes 660,722 641,679
- Derivative component of convertible - AR EREENITERS
loan notes 850 2,330
— Deferred tax liabilities - REHRIBAE 1,123,848 1,304,801
— Others - Hf 90,109 56,446
1,875,529 2,005,256
Consolidated total liabilities meAaEEE 8,148,311 8,023,032
For the purposes of monitoring segment performances and MEER D ERIR RN D EBE 5 BB IR T
allocating resources between segments: =

— all assets are allocated to reportable segments other than -
certain property, plant and equipment, certain prepayments,
deposits and other receivables, amounts due from related
companies, amounts due from directors, certain bank
balances and cash, derivative component of convertible loan
notes, and assets jointly used by reportable segments.

— all liabilities are allocated to reportable segments other -
than certain other payables, certain amounts due to related
companies, other borrowings, derivative component of
convertible loan notes, liabilities component of convertible
loan notes, deferred tax liabilities and liabilities jointly liable by
reportable segments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

6. SEGMENT INFORMATION (CONTINUED) 6. o8& R (H)
Other segment information Hth 5 3B E R
Systems integration
services and
software solutions Mining operation Coal operation Cassava starch operation Unallocated Consolidated
FERHBBR
BHBARE kR RER AERRER AR &8
2019 2018 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
230 ZF-0\F Z%-nF SR\ ZB-pF CF\E RN SR8 Z®-nF SR\ ZB-nE R\
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn Fin F#n THn T#n TEn TER FEn TER Fin T#n T
For the year ended #Et-A=t-A
31 December LEE
Amounts included n the HEANERLSS
measure of segment loss o BENR
segment assets: SATHE :
Depreciation 2 13 163,681 119,421 - - 9,853 8,294 4,635 509 178,171 128,237
Amortisation of mining right - - 315,756 407944 - - - - - - 315,756 407,944
Amortisation of intangible assets - - 2318 1,659 - - - - - - 2318 1,659
Addtion of non-current assets - 5] 320427 392,205 - - 16,649 69,707 28 1,008 337,009 462,925
Loss/[gain) on disposal of HENE  BER
property, plant and equipment RE R/ s o - (361) o - = 219 (150) 430 (140) 20 290)
Impaiment oss on mining : AE
rights, net ] - - 336,249 2571010 - - - - - - 336,249 2571010
Impaiment loss on property, BR Rt
plant and equipment, net [BEE ) - - 160,102 218,692 - - - - - - 160,102 218,692
Impairment recognised in B ERDRE
respect of prepayments o - O - 0 - 21,534 - o - 21,534 -
Loss allowance in respect of EENGE B
offer receivables i 9,149 - - - - - - - - - 9,149 -
Amounts regularly provided to THRETIERE
CODM but not included in RSN
the measure of segment v
loss:
Interest income HERA ) 6) (48) (61) - - @ 33 @2 9 (67) (99)
Interest expenses HEmx - - 295,286 260,968 - - 304 - 120,000 70,190 415,590 331,158
Geographical information i BB EEF)
The Group’s operations are located in Hong Kong, elsewhere in REBEBUNES  HREEMMER
PRC and Cambodia. SRIHEE ©
The Group’s revenue from external customers is presented based REBERBINBEPL 2 WAIZ L& & ith 2

on the location of the operation. Information about the Group’s
non-current assets is presented based on the geographical

locations of the assets.

25 - BRAARKESERBEE ZEF A
BREEMEWRET -

Hong Kong Elsewhere in the PRC Cambodia Consolidated
B RN E REE &4
2019 2018 2019 2018 2019 2018 2019 2018
ZE-pE T\ ZE-pE -Z-\F CZBE-AE —Z-\F ZE-AE -E)\%
HK$000  HKS000  HK$000  HKS000  HK$000  HKS000  HK$000  HK$000
Ti#n TR Ti#n iR Tign TR Ti#n T
Segment revenue ABRA
Revenue from extemal customers ~ RESMIRE ZMA - - 044258 1004636 = - 944258 1004636
Non-current assets ERDEE 6,218 596 6,996,113 7,773,161 47299 127375 7,049,630 7,901,132
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For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

6. SEGMENT INFORMATION (CONTINUED) 6.

Revenue from major products and services
The following is an analysis of the Group’s revenue from its major
products and services:

7 B E R ()
EEERRBHZ YA

AT AAEEEBERRRBZHAS
i

2019 2018
—EB-hF —ET-N\EF
HK$°000 HK$'000
FET FHET
Sale of computer products HEBKE®R = 16,675
Sale of raw coal HE R 607,017 980,902
Sale of clean coal SHE S 318,259 =
Sale of other coal products 5 H i B ok EE G 18,780 =
Sale of cassava starch HERZRD = 603
Provision of system integration services R R BORTS R E

and software solution R & 202 6,456
944,258 1,004,636

Information about major customers EREXEREFZESR

Revenue from customers of the corresponding years contributing
10% or more of the total sales of the Group is as follows:

Customer A! BEA
Customer B! EFB
Customer C' EEC
Customer D! =FD

EARSERBEFEAHEE10%HIA L
B ZWANT

2019 2018
—g-nF  —FNE
HK$’000 HK$'000
F# T
- 469,736

124,080 N/AN 5 3 2
211,699 -
381,293 265,168

! Revenue from mining operation.

2 The corresponding revenue did not contribute 10% or more of the
total revenue of the Group in the respective year.

TORBEEB WA -

2 ARBATEMANEERSFEEBKRA
Z10%8 A L -
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For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

7. REVENUE AND OTHER OPERATING INCOME

i)

7. WAREMEE WS

Revenue from goods and Services i) EmREREKBA
Disaggregation of revenue THFKA
Systems integration
services and Cassava starch
software solutions Mining operation Coal operation operation Total
ZRERBER
Segments pox: ! BEBARE RBER Y RERBER st
2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
Z%3-0E 22\ Z3-0E B2\ ZB-AF Z3-0\F ZB-AF CR0\E ZB-AF CE N
HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HKS000 HK$000 HKS000 HK$000  HKS000
Tér TEr FEx  TEr Tz  TEr  TER  TEr  TEr TEn
Types of goods or senvices @ AR ER
Sales of goods HEER
=~ Raw coal -FE - - 607,017 980,902 - - - - 607,017 980,902
= Clean coal -RiE - - 318,259 - - - - - 318,259 -
- Other coal products -EMERER = - 18780 = - = - - 18780 =
- Computer products -EHER - 16675 = = = = = = - 16675
- Cassava starch - REEH = - = - = = = 603 = 603
Provision of system REZGER RIS
integration senvicesand ~ REMERAE
software solution 202 6,456 - - - - - - 202 6,456
2 B13 WA S0P - - - 603 A28 100463
Timing of revenue PABRER
recognition
Anpoaint in time BeE 202 16675 944,056 980,902 - - - 603 944258 998,180
Over time —BBH - B4% o = o = o = - B4%
2 B MAKE 0D - - - 603 M8 100463
Notes: B 5E

U]

(i)

For sales of raw coal, clean coal, other coal products, computer
products and cassava starch, revenue is recognised when
control of goods has transferred, being when the goods
have been accepted by customers (acceptance) after goods
delivered to the specific location or picked up by customers.
Following acceptance, the customers have full discretion over
the manner of distribution and price to sell the goods, have the
primary responsibility when on selling the goods and bear the
risks of obsolescence and loss in relation to the goods. The
normal credit term is 30 to 60 days (2018: 30 to 60 days) upon
acceptance.

All performance obligations of sales of raw coal, clean coal,
other coal products, computer products and cassava starch and
provision of system integration services and software solution
are part of contracts with an original expected duration of one
year or less. As permitted under HKFRS 15, the transaction price
allocated to these unsatisfied contracts is not disclosed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE MRS R R M aE
For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

7. REVENUE AND OTHER OPERATING INCOME 7. WARHEAKE WS (E)

(CONTINUED)
ii) Other operating income i) HMK® s
2019 2018
—E-hF —E-N\F
HK$’000 HK$’'000
FHEx FHET
Gain on disposal of property, HEWE  BEREZEZ
plant and equipment Wz = 290
Gain on disposal of subsidiaries HEWB ARz e
(Note 30) (B #¥30) 1,119 550
Interest income (Note (a)) FLEWA (HH5E @) 57 99
Rental income LA = 34
Government grants (Note (b)) BT B (M 5 (o)) 29,902 =
Sundry income HIEWA 4,292 4,110
Waiver of other payables e H A FIA 33,980 2,045
69,350 7,128
Notes: BIsE -
(@) Interest income, which earned from bank deposits, were derived @ MRITEFRBHRERZABBATIRE L

from financial assets not at fair value through profit or loss. FERATFEFABRZERMEE -
BB ERBUNHER 4 T 2
B LHEAEEEEL ZRER
X - BT E A KR RAB AL
Ko REAZEEHERZBUSHY
Bz RERIGHS A EE -

(b) Government grants mainly represent subsidies granted by the (b)
government authority to compensate the Group’s relocation
expenses already incurred with no future related costs to be
incurred. There is no unfulfilled condition or contingencies
relating to such government subsidies recognised.
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8. FINANCE COSTS 8. BME M
2019 2018
—E-hF —E-N\F
HK$’000 HK$’000
FEx FHET
Effective interest expenses on AR EREECER
convertible loan notes (Note 25) F BB (fF5E25) 119,196 70,190
Interest on other borrowings and EEE MERIREER 2
advances drawn on discounted bills BR2FE 2,944 11,812
Interest on lease liabilities/obligation HEaE BMEREE N2
under finance lease EREZFE 8,961 18,602
Interest on amounts due to FEfTIEE R =T A AKIBZ
non-controlling interests holders A E 353,232 359,163
Total interest expense on financial liabilities 3 31X A F(EET ABRZ
not at fair value through profit or loss CRBECNERZ B 484,333 459,767
Less: amounts capitalised in construction & : REZTRRBEFTEARZ &5
in progress (71,866) (131,885)
Imputed interest for provision for Wig ~ BB RIRIBR AR 2
restoration, rehabilitation and FEETFILE (i 5E27)
environmental costs (Note 27) 3,123 3,276
415,590 331,158
The Group has initially applied HKFRS 16 at 1 January 2019 AEER—_Z—NF— A —BNUEEFT
using the modified retrospective approach. Under this approach, B EEREREEYBRELERE16
comparative information is not restated. For the details, please 8o BB A BRI ESET o
refer to Note 2. IR A2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

9. LOSS BEFORE TAXATION

Loss before taxation has been arrived
at after charging(crediting):

Auditor’s remuneration
Amortisation of mining rights included in

cost of sales (Note 16)

Amortisation of intangible assets
Amounts of inventories recognised

as expense:

— System integration services and
software solutions and cassava
starch operation

— Mining and coal operations

Depreciation of property, plant and

equipment (including right-of-use assets)

(Note 15)

Directors’ and chief executive’s
emoluments (Note 14)

Impairment recognised in respect of
prepayments**

Loss/(gain) on disposal of property, plant
and equipment

Total minimum lease payments for

leases previously classified as operating

lease under HKAS 17*
Lease payments not included

in the measurement of lease liabilities
Staff cost (excluding directors’ and

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

9. BRBLATESE

BREL AT B R E HIER GEA) ¢

%S BN &

B GT ASBERA)
(Bt3£16)

B A B

EEREASZFESE

— R ARTS MR ROR
FERARARZ B ESS

— B M B R TS
Y - BB LRE(BE
FREEE) WITE
(BF5E15)
BENTRARIE (sE14)

TR FRIR 2 B RERROR E

HEWE  BERREZEBR

(Y zs)
BERBEB G ERE17R
DERKEHEZHEY

RIEHEE AR
YESFAHERETEZ

HERMK
BETRAN(TNERESENR

chief executive’s emoluments) (Note 13)

TR EEME) (FIFE13)

2019 2018
—E-NF —T-N\F
HK$°000 HK$'000
THET FET
2,550 2,000
315,756 407,944
2,318 1,659

195 23,270
843,915 844,605
844,110 867,875
178,171 128,237
5,140 8,693
21,534 -

280 (290)

- 32,078

6,644 -
85,410 85,217

>k

The Group has initially applied HKFRS 16 using the modified
retrospective approach and adjusted the opening balances at 1
January 2019 to recognise right-of-use assets relating to leases
which previously classified as operating leases under HKAS 17. The
depreciated carrying amount of the finance lease assets which were
previously included in property, plant and equipment is also identified
as a right-of-use asset. After initial recognition of right-of-use assets
at 1 January 2019, the Group as a lessee is required to recognise
the depreciation of right-of-use assets, instead of the previous policy
of recognising rental expenses incurred under operating leases on
a straight-line basis over the lease term. Under this approach, the
comparative information is not restated (see Note 2).

The impairment recognised in respect of prepayments are included in
administrative and other operating expenses.

ok

AEBEERGETENEVNTRAES
MISHMEERNFE165 - LHBERN T —
NF— A — B 2 B9 &R ARER B 5T Al
BREEESHEINEITROBREEH
ENHERRNEREEE - AKEHK
ERGEAME  BERREOREEE
BEFERAETHRARCRBREE -
R-T-NF— A BYLERELRAE
BER  ARBEFERABRABRERER
REEFE  MARUMNBRIZER
FHEMERARALEHEELENHEE
BR - BREBEZTE LBERTTES
(RFEE2) »

IR FRIRRER

AR AT SR At
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10.INCOME TAX CREDIT 10. FifB MK %

2019 2018
—E-hF —E-N\F
HK$’000 HK$’000
FEx FET

Current tax expense: BEAFR BRI ¢
PRC Enterprise Income Tax (the “EIT”) PR ZERMSR(EEMRFRD 43,946 78,369
Deferred tax credit (Note 28) IR IR & (M 5E28) (163,000) (748,611)
Income tax credit Frig i e (119,054) (670,242)

)

(v)

Pursuant to the rules and regulations of Bermuda,
Independent State of Samoa (“Samoa”) and the British Virgin
Islands (“BVI”), the Group is not subject to any income tax in
Bermuda, Samoa and the BVI.

No provisions for Hong Kong Profits Tax have been made for
subsidiaries established in Hong Kong as these subsidiaries
did not have any assessable profits subject to Hong Kong
Profits Tax for both years.

Profits of the subsidiaries established in the PRC are subject
to PRC EIT.

Under the Law of the PRC on EIT (the “EIT Law”) and
Implementation Regulation of EIT Law, the tax rate of the PRC
subsidiaries is 25% for both years.

No provision for Cambodia profits tax have been made for
subsidiaries established in Cambodia as these subsidiaries
did not have any assessable profits subject to Cambodia
profits tax for both years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 & EZ =%

10.INCOME TAX CREDIT (CONTINUED)

A ISR MR

—NWFT-A=t-BLFE
10. FiiS B K & ()

The income tax credit for the year can be reconciled to the loss FAMSPMKEHEGEEBER ZBRITA
before taxation per the consolidated statement of profit or loss as EEEROT -
follows:
2019 2018
—E-NEF —N\FE
HK$’000 HK$'000
FER FHET
Loss before taxation BRELRIESE (1,323,913) (3,153,345)
Notional tax on loss before tax, REBAEEERFEAKE
calculated at rates applicable in FTE R RTBEED
the jurisdictions concerned HERIE (313,992) (805,989)
Tax effect of income not subject to tax BARBBMAZHBTE (23,598) (47,253)
Tax effect of expenses not deductible for ~ NA[FOF B L~ B FS S &
tax purpose 199,410 183,000
Tax effect of tax losses not recognised RERMBE B R E 19,126 =
Income tax credit for the year FARRGHER (119,054) (670,242)
11.DIVIDENDS 11.RE
No dividend was paid or proposed for both years ended 31 HE_Z-—hFERZE—N\F+ZA=
December 2019 and 2018, nor has any dividend been proposed +— B I W& F E I & R sk 3K K
since the end of the reporting period. B BREHARARINE IR (]
fRE o
12.LOSS PER SHARE 12. 8REE

The calculation of the basic and diluted loss per share is based
on the loss for the year attributable to owners of the Company
of approximately HK$695,650,000 (2018: approximately
HK$1,182,062,000) and the weighted average number of ordinary
shares of 8,741,551,014 (2018: 7,310,365,348) in issue during
the year.

For the years ended 31 December 2019 and 2018, no adjustment
has been made to the basic loss per share presented as the
impact of the share options had anti-dilutive effect on the basic
loss per share amount presented.

The calculation of diluted loss per share for the years ended 31
December 2019 and 2018 does not assume the conversion of all
convertible loan notes, since these conversions would result in an
anti-dilutive effect on loss per share.

EREARBEEEBEDDRER
RABEBEABRBEARFEBEY
695,650,000 L (ZE—\F : &
1,182,062,000/ 70) R A FE B HITE
WA I 5 E8,741,551,014 (==
— )\4F : 7,310,365,348/%) 51 &

HE-FT-NER-F-/\F+=A=
+— a¢¢§ i AR R 2 B 4
22 EREABALBARBEY
B - WL WHAT ) 2 SREARALE
392 -

HREBRABRERERREEHERER
EERBEZE BEHEBE-_T-AN
FR_F-N\F+_RA=1+—HLFE
ZEBREEERR I EBRRLIBHAAR
BEERRE -
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For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

13.STAFF COSTS (EXCLUDING DIRECTORS’ AND 13.EIA(REBREER

CHIEF EXECUTIVE’S EMOLUMENTS) THAZME)

2019 2018

—ZE-hF —E-)N\F

HK$’000 HK$'000

FExT FHET

Wages, salaries and other benefits TE  HFehkEMETR 70,645 75,624

Retirement benefit scheme contributions iR Rk 4& A5 214 3¢ 6,606 7,078

Share based payment ERENEN 8,159 2,515

85,410 85,217

The subsidiaries in Hong Kong operate the MPF Scheme
which are available to qualified employees. The assets of the
scheme are held separately from those of the subsidiaries in
independently administered funds. Monthly contributions made by
the subsidiaries are calculated based on certain percentages of
the applicable payroll costs or fixed sums as stipulated under the
relevant requirements, as appropriate.

Pursuant to the regulations of the relevant authorities in the PRC,
the subsidiaries of the Group in the PRC participate in respective
government retirement benefit scheme (the “Scheme”) whereby
the subsidiaries are required to contribute to the Scheme to
fund the retirement benefits of the eligible employees. Monthly
contributions made to the Scheme are calculated based on certain
percentages of the applicable payroll costs as stipulated under
the requirements in the PRC. The relevant authorities of the PRC
are responsible for the entire pension obligations payable to the
retired employees. The only obligation of the Group with respect
to the Scheme is to pay the ongoing required contributions under
the Scheme.

The retirement benefit scheme contributions represent gross
contributions by the Group to the Scheme operated by the
relevant authorities of the PRC and the MPF Scheme operated in
Hong Kong.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

14.EF - THARBR
BEREEAEMS
(a) EERTHARMS

14. DIRECTORS’, CHIEF EXECUTIVE’S AND

SENIOR MANAGEMENT’S EMOLUMENTS

(a) Directors’ and chief executive’s emoluments
Directors’ and chief executives remuneration for the year,
disclosed pursuant to the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited,
section 383(1) of the Hong Kong Companies Ordinance and
Part 2 of the Companies (Disclosure of Information about
Benefits of Directors) Regulation, is as follow:

For the year ended 31 December 2019

BEEBBHARIAARRNAES
FRAI - FB R AEGIF383(1) {5
MAR(EBEESFZER)RAE2
HHE KEEESNITHRER
HENEELT ¢

BE_Z-NAF+-A=t+—-HL
FE

Salaries, Retirement
allowances benefit
and other scheme Share-based
Fees benefits contributions payment Total
e 2ER RUKEA
ik Hitr @Al TR LXE @t
HK$000 HK$’000 HK$’000 HK$’000 HK$'000
TER THER TET THER THER
Executive directors YTES
Mr. Zhang Sanhuo (‘Mr. Zhang”) 5% = &5 & ([SRIEE]) - 1,101 18 - 1,119
Mr. Tse Michael Nam (“Mr. Tse”)  #im¥ o5 A ([REE D) = 1,560 18 994 2,572
Ms. Zhang Tingting RigERt
(Appointed on 2 July 2019) (RZZ—N&
tAZBEZA) = 356 8 = 364
Non-executive directors FHITES
Ms. Zhu Zheyu (Note (iv)) REB £ (V)
(Appointed on 2 July 2019) (RZE—NF
+tAZBEZHF) 456 - = = 456
Mr. Chang Che-Fa REELE
(Appointed on 12 July 2019) R=Z—hF
tATZBEZM) 79 = = = 79
Mr. Zou Chengjian P it
(Resigned on 5 August 2019)  (R=Z—h%F
NATAEHT) 11 = = S 11
Dr. Lam Lee George HREEFL
(Appointed on 1 June 2019 (RZZ-NFA
and resigned on 22 July —REZAERR
2019) “E-NEFEA
—t+-REMA) 24 - - - 24
Independent non-executive ~ BUFHITES
directors
Mr. Lyu Guoping BEFEE
(Appointed on 12 July 2019) (R=2-N&
TR+ -REZD) 79 = = = 79
Mr. Jin Xuliang SRRLE
(Appointed on 20 August (RZZE—N&

2019) NAZ+BEZRE) 61 = = = 61
Ms. Leung Yin Fai (Note (i) PaE ot (i) 168 = = = 168
Mr. Leung Po Wing, DELFEGBS, JP

Bowen Joseph GBS, JP RZZ-NF
(Resigned on 20 August 2019) A\ A =+ HEHT) 107 = = = 107
Mr. Zhou Chunsheng BAEERE
(Resigned on 5 August 2019)  (R=Z—h4F
NARBEHT) 100 - = S 100
1,085 3,017 44 994 5,140
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For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

14.DIRECTORS’, CHIEF EXECUTIVE’S AND
SENIOR MANAGEMENT’S EMOLUMENTS
(CONTINUED)
(a) Directors’ and chief executive’s emoluments

(continued)
For the year ended 31 December 2018

14.EF - THARBR
SREEAEME (E)

(a) EERTHARNE (F)

BE_ T/ \F+-A=+—HI
FE

Salaries, Retirement
allowances benefit
and other scheme  Share-based
Fees benefits  contributions payment Total
e MR RINEH
e Hi @A STEIfR BRADITHR et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FET THT FEx FTEx
Executive directors TES
Mr. Zhang KAE = 1,560 18 = 1,578
Mr. Huang Bogi HiAELE
(Resigned on 3 May 2018) (RZB-N\F
TA=ZBEE) - 522 8 = 530
Mr. Tse #HEE - 1,560 18 4,335 5913
Non-executive director FHITES
Mr. Zou Chengjian L E 168 = = = 168
Independent non-executive BV EHITES
directors
Mr. Leung Po Wing, 2E K ass op
Bowen Joseph 6ss, 168 - - - 168
Mr. Zhou Chunsheng BEELE 168 = = = 168
Ms. Leung Yin Fai DB L 168 = = = 168
672 3,642 44 4,335 8,693
Notes: (T

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

the year.

() FA VTEREBEEFHITHRAEMN
F kR B WEEMFH M ZHE -

(i) Ms. Leung Yin Fai resigned as independent non-executive
director on 10 January 2020.

(i) Mr. Lam Chi Wai was appointed as independent non-executive
director on 10 January 2020.

(iv) Ms. Zhu Zheyu resigned as non-executive director on 12 June
2020.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

14. DIRECTORS’, CHIEF EXECUTIVE’S AND 14.55  THARK

SENIOR MANAGEMENT’S EMOLUMENTS

(CONTINUED)

(b) Senior management’s emoluments
Of the five individuals with the highest emoluments in the
Group, three (2018: two) were directors (including the chief
executive) of the Company whose emoluments are set out
above. The emoluments of the remaining two (2018: three)
highest paid individuals were as follows:

EREEAESME (E)

(b) SREBAESHE

AREERSBHMALRERA
AZ&(CE\%F : AREF (R
ETBRR)  BEZMEHR L
X o RBAE(CE-N\F  =4)
BEHMALZHE LT :

2019 2018
—g-h&E —T-)\%
HK$’000 HK$’000
FET FET
Salaries, allowances and other benefits ¥ & - 328L R H g R 1,167 2,306
Retirement benefit scheme contributions & fR48 F|51 21 3x 36 54
1,203 2,360
Their emoluments were within the following bands: BEZMENFTFHE
2019 2018
—-nE T N\F
No. of No. of
employees employees
EEAH BB AH
Nil to HK$1,000,000 0% 1,000,000/ 7T 2 2
HK$1,000,001 to HK$1,500,000 1,000,001/8 L&
1,500,000/ 7T - 1

(c) No emoluments have been paid by the Group to any
directors, the chief executive or the five highest paid
individuals as an inducement to join or upon joining the Group
or as compensation for loss of the office during the two years
ended 31 December 2019 and 2018.

(c) HEzE—ZE—NFRE—N\F+=

A=t—HILMEFE ANEEL
BEREMES  THRAHIOER
= A £ AT E - BATR S| E AN
ARSEHERIMARE B 2 2R
SKEERLA(E o
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A ISR M EE

For the year ended 31 December 2019 HE —ZT— NF+-_A=+—HIFE

15.PROPERTY, PLANT AND EQUIPMENT 15. 9% - BERXE
Properties Furniture,
Construction and lands fixtures
Mining in progress leased for Leasehold  and office Motor  Plantsand  Freehold
structure (‘CIP")  Buildings ~ ownuse improvements  equipment  vehicles machineries land Total
B
fRIR HERERZ HENE EERER BER AA¥E
REEEN  (RRIE) Be NXRi% 26 BOZRE RE #E 1# Eh
HK$'000 HKB000  HKS000  HKS'000 HK$'000 HK$'000  HK$000 HK$'000  HK$000  HKS'000
Thn T Titn Tin Thn Thér  Tin Tén  Tér T
At 1 January 2018; RZF-N\F-F-8:
Cost KA 893278 1,065,270 151,839 - 4504 18,261 20,568 81,638 - 2235448
Accumulated depreciation ZHAERAE
and impaiment (107,949) (166,158) (44,002) - (3892 (15073 (10832 (58,414) - (406,320)
Carrying amount BEE 785,329 899,112 107,837 - 702 3,188 9,736 23,204 - 1829128
At 1 January 2018, net of R=E-\$-A-R"
accumulated depreciation THEHAERAE
and impairment 785,329 899,112 107,837 - 702 3,188 9,736 23,224 - 189128
Additions AE 1,197 418,858 - - 11,625 0694 17,787 231 4501 454893
Disposals i (156) - - - - (159 (39 - - (347)
Impairment, net WE 58 (100,072) (1420789 @,777) = = (674) (32 (64) - (786%)
Depreciation provided FNAERE
during the year (101,141) = 0932 = ©920) 2534 (7.949) (5,765) - (128237)
Exchange realignment S (26,116) (58,949 (2,89) - (24) (402) %) (107) - (88589
At 31 December 2018, net of RZZ-NE+ZA
acoumulated depreciation =1+ ME2H
and impaiment TERAE 559,041 1,116,948 59,233 - 11,383 114 19417 17,519 4501 1,788,156
At 31 December 2018; RIE-N\F
t-A=t-R:
Cost A 850,207 1,415,838 147,794 - 16,156 13,166 35,499 80,996 4501 2,564,157
Accumulated depreciation L MERAE
and impairment (291,166) (298,890) (88,561) - (@173 (130629 (16,082 (63477) - (176,001)
Canying amount EEE 5904 111608 59238 - 11,383 19417 17619 4501 1788166
Impact on intial application o~ ERERERHE
HKFRS 16 (Note 2) REEAZ16%2
ST - - - 4018 - - - - - 418
Carying amount at RZE-nE-A-A
1 January 2019 i 559,041 1,116,948 59,233 40,198 11,383 114 19417 17,519 4501 1,828,354
At1 January 2019, net of
accumulated depreciation 2
and impairment 509,041 1,116,948 59,233 40,198 11,383 114 19417 17,619 4501 1,828,354
Additions AE 21992 271,804 11,490 308 - 3,986 446 936 126 311,088
Disposals HE (175 = (840) (1,704 (374) 1) = = - B
Disposal of subsiciares (Note 30) It EFHE 2231 (5 30) - (47,699) - (1,018 (10,331) (464) (349 - e (64489
Impairment, net WE 58 (94,625) (31,470) (3,509) (659) = (1,089) (19) (28,799) - (160,102)
Depreciation provided FRAERE
during the year (114,907) - (6% (10759 639) (119 (1,954 (21,776) - 78I7)
Transfer from CIP SREERTE 639,856 (853284 68,125 - - - - 145,308 - -
Reclassffication EXipis] - - - - = - (14214 14,074 = =
Exchange realignment B A% (18882) (11,19) (1870) (397) = (139) 1) (1979) - (38
At 31 December 2019, net of RZE-NE
accumulated depreciation ZR=+-8"
and impaiment ThZERAE 992,300 445,104 105,690 25969 43 1,173 3,252 125,478 - 1,699,009
At 31 December 2019; RZE-NE
t-A=t-R:
Cost A& 1,620,995 578,844 236,767 36,346 2,937 14,09% 14,676 278,380 - 2783041
Accumulated depreciation ZEERNE
and impairment (628,69) (133,740 (131,077 (10377) (2.894) (12928 (11,424) (162,902) - (1,084,08)
Carrying amount BEE 992,300 445,104 105,690 25969 43 1173 3252 125478 - 1,699,009
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

15.PROPERTY, PLANT AND EQUIPMENT 15. 913 - = & =& 15 ()
(CONTINUED)

(a) The above items of property, plant and equipment are (@) AW BERKEEEUNERS

depreciated on a straight-line basis at the following rates per
annum:

Mining structure 10%
Leasehold improvements 33'/5% or over the lease terms,
whichever is shorter
Properties and lands QOver the lease terms
leased for own use
Furniture, fixtures and
office equipment
Motor vehicles 33"/5%
Plants and machineries 10% or over the lease terms,
whichever is shorter
Buildings 10%
Freehold land N/A

20% to 33'/s%

As at 31 December 2018, the carrying value of property,
plants and equipment of approximately HK$1,788,156,000
includes an amount of approximately HK$48,486,000 in
respect of assets held under finance leases. The lease was
ended during the year.

During the year ended 31 December 2019, based on the
valuation reports and the technical reports in relation to
the mining operation as obtained by the Group, the Group
recognised impairment loss of approximately HK$31,444,000
(2018: approximately HK$53,453,000) in respect of property,
plant and equipment during interim period for the six months
ended 30 June 2019. A further assessment was carried
out at the end of 2019 to further update the status of the
mining operations and the Group recognised impairment
loss on property, plant and equipment of approximately
HK$160,102,000 for the year ended 31 December 2019 as a
whole (2018: approximately HK$278,692,000).

Particulars regarding impairment assessment are disclosed in
Note 29.

R T E R EHE

RIBE LY 10%

HEWMEREE  33/:%NHEH
(A ERE)
HEFERZ 8

MER LT
Bl BERE 20%ZE33':%
KR RERRE

RE 33'/3%

B & 10%3k A £5
(A& A%)

BF 10%

KARELH  TEH

RZZE—-—NFE+=—A=+—8
ME  BEERIZBZEEEY
1,788,156,0008 L B BIERMERE
BB 2 B EH#)48,486,000/8 7T ° %M
ERFERKL -

REZE-_E—NF+-_A=+—8
IEFE  BREAEERE2EBHEK
WEB 2 BERSE REMHRE - &
SEREBEE_T-NFA=TH
EAREASYME  BE RRFERER
JRE BB 4931,444,0008 L (& —
S\ : 4953,453,00077T) ° KR 7]
RZE—NERBITAHAE—F
REBERBEBCENERAR
CERBEE—_ET-NE+_A=+
—HIEREFTERERE@EYE - K
B K& 2 B B8 #9160,102,000
Bt (ZE—N\F : 278,692,000
BIT) o

BABRT G 2 BRI 29 57
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

15.PROPERTY, PLANT AND EQUIPMENT 15. 913 - = & =& 15 ()

(CONTINUED)

(b) Right-of-use assets (b) EFHEEE
The analysis of the net book value of right-of-use assets by LRBEEEREDHERAEEE
class of underlying asset is as follows: REFESNAT
31 December 1 January
2019 2019
—E-hE —ET-NF
+=ZB=+—H —H—H
HK$’000 HK$’'000
FER FAT
Properties and lands leased for own use, TEEERZ ME R i
carried at depreciated cost BITEKATBR 25,969 40,198
Mining structure, carried FEREEY - RITENAR
at depreciated cost 5l BR = 48,486
25,969 88,684
The analysis of expense items in relation to lease recognised NE=BEANEBEFSENFZIE
in profit of loss is as follows: BotmaT :
2019 2018
—E-NEF —E-)N\F
HK$’000 HK$'000
FER FAT
(Note)
(%)
Depreciation charge of right-of-use ZIEEEEERE e AR
assets by class of underlying asset: BEEMTEER :
- Properties and lands leased for -HEFEEBRZMER LM
own use 10,759 -
- Mining structure - FIEHEEY 16,555 19,370
27,314 19,370
Interest on lease liabilities/obligation HEaE ®MEREE I
under finance lease (Note 8) BEEZFE (PFES) 8,961 18,602
Total minimum lease payments for BERBEESTER
leases previously classified as FITHENBERKENE
operating leases under HKAS 17 HErxERAEMNZRERE
(Note 9) (F45E£9) - 32,078
Lease payments not included in the WEFAHNEAETEY
measurement of lease liabilities (Note 9) R & 1+ 3k (51 9) 6,644 =
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15.PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)
(b) Right-of-use assets (continued)

Note:

The Group has initially applied HKFRS 16 using the modified
retrospective approach and adjusted the opening balances
at 1 January 2019 to recognise right-of-use assets relating
to leases which were previously classified as operating
leases under HKAS 17. The depreciated carrying amount of
the finance lease assets which were previously included in
property, plant and equipment is also identified as a right-
of-use assets. After initial recognition of right-of-use assets
at 1 January 2019, the Group as a lessee is required to
recognise the depreciation of right-of-use assets, instead of
the previously policy of recognising rental expenses incurred
under operating leases on a straight-line basis over the lease
term. Under this approach, the comparative information is not
restated.

Details of total cash outflow for leases and the maturity
analysis of lease liabilities are set out in Note 22 and Note
36(b) respectively.

(i) Properties and lands leased for own use
The Group has obtained the right to use properties as its
office premises and lands for coal mines operations and
staff quarters through tenancy agreements. The leases
typically run for an initial period of 3 to 30 years.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

15. 9% - BERRE (@)

(b) fEFAEEE (E)

BsE

REBEERLETEWNETN LR
REEFEREERF165 » I
ABR-_ZE-NF—-A—-RBZH
NEHAEREERIRIBEEAR S
AERIEITSR R AKEEER
HEERNEREEE - A%
R AME - BB RRED
MEHEEENERAENER
REREEE -R-_T—NF—
A—RSHEREREEER
RE B QA ANRMERE AR
EENE  MTRAMNORER
ERFEHERARRALLEHEE
EENEEER - RIBZ X
LERERATTET

HERRHABELREERENE

HA5

T 2 71 2 BB 5222 )

Mi3E36(b) °

() HEFEAZYFER LM
AEEDREHENZERE
RYEERPRGHARERL
WIERBEEE MBI EEMNE
M o HERE RHIBF|30F °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

16. MINING RIGHTS 16. BRTERE
HK$’000
FHT
COST s
At 1 January 2018 RZE—-—N\F—H—H 11,691,194
Exchange realignment ME H PR (592,847)
At 31 December 2018 and 1 January 2019 RZZE-—NFF+ZA=T—8K
—E-NF—H—H 11,098,347
Exchange realignment b H R (213,430)
At 31 December 2019 NZE—NF+=A=+—8H 10,884,917
AMORTISATION AND IMPAIRMENT B R E
At 1 January 2018 RZZE—N\F—HA—H 2,198,321
Amortisation for the year F N 407,944
Impairment loss recognised for the year, net FANERBEEE - F58 2,671,010
Exchange realignment PE X (97,403)
At 31 December 2018 and 1 January 2019 RZBE-NFF+ZA=F+—8K
—FE-NF—H—H 5,079,872
Amortisation for the year FAEEH 315,756
Impairment loss recognised for the FRBRZFBEEE - F5E
year, net 336,249
Exchange realignment ME H R (120,426)
At 31 December 2019 RZE-NF+ZA=+—H 5,611,451
CARRYING VALUES REE
At 31 December 2019 RZZE—-NF+ZA=+—H 5,273,466
At 31 December 2018 RZE-—N\F+ZA=+—H 6,018,475

The five mining licenses in relation to the coal mines will expire
from 25 December 2020 to 26 December 2022 and subject to
renewal. In the view of the Directors, the Group will be able to
renew the mining licenses in relation to the coal mines with the
relevant government authority continuously at insignificant cost.

During the year ended 31 December 2019, based on the
valuation reports and the technical reports in relation to the mining
operation as obtained by the Group, the Group recognised
impairment loss of approximately HK$58,993,000 (2018:
approximately HK$74,032,000) in respect of mining rights during
the interim period for the six months ended 30 June 2019. A
further assessment was carried out at the end of 2019 to further
update the status of the mining operation and the Group recorded
impairment losses in respect of mining rights of approximately
HK$336,249,000 for the year ended 31 December 2019 as a
whole (2018: approximately HK$2,571,010,000).

Particulars regarding impairment assessment are disclosed in
Note 29.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR MR

For the year ended 31 December 2019 HEZ—ZE—NF+-_A=+—HIFE

17. GOODWILL 17.858
HK$'000
T
COST 5%
At 1 January 2018, 31 December 2018 RZZE—NEF—A—H -ZZ2— &K
and 2019 —E-NF+=ZA=+—8 3,676,679
IMPAIRMENT RAE
At 1 January 2018, 31 December 2018 RZZE—NF—A—H ZZ2—N\EFK
and 2019 —E-NF+=-A=+—H 3,676,679
CARRYING VALUES IREE
At 31 December 2019 RZZE—-NF+ZA=+—H =
At 31 December 2018 RZE—N\F+=-A=+—H =
Goodwill arising from acquisition of cash generating units were AWBReEEEMMEE 2 HEDE
allocated to cash generating units in the following segments: EUTHE 2R EEEN
HK$’ 000
T
Mining operation ST 3,661,555
Systems integration services and RS IRTES R ERR T R
software solutions 15,124
At 31 December 2019 RZZE—-NF+ZA=+—H 3,676,679
18.INVENTORIES 18. 7 &
2019 2018
—E-hF —E-N\F
HK$’000 HK$'000
FExT FET
Consumables, at cost SHREM RN 5,496 2,081
Finished goals — coal products RIRK o — BEIRE G 10,960 -
16,456 2,081
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

19. TRADE RECEIVABLES, PREPAYMENTS, 19. B ZEINFIE - TR RIE -

DEPOSITS, BILLS RECEIVABLES AND OTHER
RECEIVABLES

BE  BUREREERRE

2019 2018

—E-NF —E-N\F

HK$’000 HK$’'000

FHET FHBT

Trade receivables Z 5 WA 74,420 192,028

Less: Loss allowance (Note (b)) L EIE R (B s (o) (18,516) (18,516)

Trade receivables, net (Note (a)) B 5 Wk R (K@) 55,904 173,512
Prepayments, deposits, bills receivables TR FUE - 2% - EWEE &

and other receivables (Note (d)) H A e U 3R I8 (B 5E(d)) 43,796 148,693

The Group does not hold any collateral over these balances.

As at 31 December 2018, the prepayments, deposits, bills
receivables and other receivables included an amount due from
a non-controlling interests holder which amounted to HK$8,600
(2019: Nil).

The Group normally grants to its customers credit periods ranging
from 30 days to 60 days (2018: from 30 days to 60 days) which
are subject to periodic review by management.

Before accepting any new customer, the Group assesses the
potential customer’s credit quality and defines credit limits by
customer. Limits and scoring attributed to customers are reviewed
periodically.

The Group applied simplified approach to provide the expected
credit losses prescribed by HKFRS 9. The impairment
methodology is set out in Notes 3 and 36.

Included in the Group’s trade receivables balance as at 31
December 2019 and 2018 are aggregate carrying amounts of
approximately HK$119,000 and approximately HK$121,000
respectively which are past due at the reporting date for which
the Group has not made impairment loss, as there has not been
a significant change in credit quality and the amounts are still
considered recoverable based on historical experience. The Group
does not hold any collateral over these balances.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

19. TRADE RECEIVABLES, PREPAYMENTS,
DEPOSITS, BILLS RECEIVABLES AND OTHER
RECEIVABLES (CONTINUED)

No allowance during the year ended 31 December 2019 and
2018 has been recognised for trade receivables in accordance
with the simplified approach i.e. lifetime ECL set out in HKFRS 9.
During the years ended 31 December 2019 and 2018, there was
no credit impaired trade receivables and no impairment loss was
made for it accordingly.

Note:

(@)

The ageing analysis of the trade receivables, net of impairment losses
recognised, based on the invoice dates at the end of the reporting
period was as follows:

19. EZEWRIE - AAFE -

e EBEREBRHEMEKRE
(&)
HE_Z-—hhFRE—N\F+-A=
T—RIEFE - SiEREEEAEENR
B ISR E LR FORFTERCER/BFE
HWBEREEEE) E 2 ERGIaER
ER#EE  NEBEE-E-NEN_T—
NET+_A=+—HILFE  BEITH
HIREEREZEZEKGIE - Amit
EpEERREEE -

it
@ REEEF  MBERRAEBRERE

BEZAMTE B HRBGRIERER S
i N

2019 2018

—E-hF —E-N\F

HK$’000 HK$’'000

FET FAT

Within 30 days 30K 55,785 136,685
31 days to 60 days 31 RE60K - 36,706
61 days to 90 days 61 KZE90K = -
91 days to 180 days 91 RE180K = -
181 days to 365 days 181K E365K - =
Over 365 days B iE365K 119 121
55,904 173,512

The movements in provision for impairment losses of trade
receivables were as follows:

At 1 January and 31 December

W—A—BE+=ZA=+—H

) BESRUFBERESEREBEZZEHN
T

2019 2018
—g-n%E —ENE
HK$’000 HK$’000
FHT THRT
18,516 18,516

As at 31 December 2019, the Group’s trade receivables of
approximately HK$18,516,000 (2018: approximately HK$18,516,000)
were individually determined to be impaired. The individual impaired
receivables related to customers that have defaulted on repayment
and management assessed that the receivables are not expected
to be recovered. Consequently, loss allowance of approximately
HK$18,516,000 (2018: approximately HK$18,516,000) were
recognised as at 31 December 2019. The Group did not hold any
collateral over these balances.

R-ZE-—NAFE+-_A=+—8 ~£H
B 5 EWFRIEA18,516,000/8 T (==
— )\ : #718,516,000/8 7T) @RI &
B E o @B E 2 FE U IE B K
BRz2BFPEH BEEEIHAEHN
FEU R BB A EAMKE - A 0 R
TZ-NE+-_A=+—"BHEREGEE
#%#418,516,0008 T (ZF— /\F : 4J
18,516,000/8 7T) - AEBW B Z S 4
BEETAEAER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

19. TRADE RECEIVABLES, PREPAYMENTS,
DEPOSITS, BILLS RECEIVABLES AND OTHER

10. B Z BRWFIR - AR -
BE  BUREREERRE

RECEIVABLES (CONTINUED) (&)
Note: (continued) MizE - (88)
() At the end of the reporting period, the analysis of trade receivables © RBEBKR KBROHAHFEZESR

that were past due but not impaired, based on past due date, are as
follows:

HERREZEZBERBESFTOT

Past due but not impaired

Neither
past BRHERRE
due nor Less than 91 to 181 to over
Total impaired 90 days 180 days 365 days 1 year
RAH CYES 1812
kel TRFE DRIOK 180K 365K 1EHR L
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT FTHT THT FTHT THT FHT
31 December 2019 “E-NF+ZR=1+—H 55,004 55,785 - = = 119
31 December 2018 I \F+ZA=1—H 173,512 173,391 = = = 121

In determining the recoverability of trade receivables, the Group
considers any change in the credit quality of the trade receivables
from the date credit was initially granted up to the end of the reporting
period. In the opinion of the management of the Group, apart from
those balances for which allowances has been provided, other trade
receivables at the end of each reporting period are of good credit
quality which considering the high credibility of these customers,
good track record with the Group, subsequent settlement, and the
forward-looking information and any change in the expected life of the
trade receivables at the end of the reporting period. The management
believes that no impairment allowance is necessary in respect of
unsettled balances for the years ended 2019 and 2018.

For the year ended 31 December 2019, impairment of prepayments
amounting to approximately HK$21,534,000 (2018: Nil) has been
charged to the consolidated profit or loss due to the recoverable
amount of prepayments are below its carrying value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

20. e (13) BB E A IR IE

20. AMOUNTS DUE FROM/(TO) RELATED

21.

COMPANIES
The related companies are wholly owned by a director of the
Company.

The amounts due from related companies are unsecured, non-
interest bearing and repayable on demand. The maximum balance
during the year ended 31 December 2019 was approximately
HK$9,037,000 (2018: approximately HK$7,579,000).

At 31 December 2018, certain related companies of the Group
had confirmed that the payment terms of certain amounts due
by the Group of approximately HK$148,742,000 were extended
for 18 months, and the respective amounts are classified as
non-current liabilities as at 31 December 2018. Further on 31
December 2019, certain related companies of the Group had
confirmed that they shall not demand settlement of the amounts
due by the Group of approximately HK$159,576,000 before 1
January 2022. The respective amounts are unsecured, non-
interest bearing and are classified as non-current liabilities as at 31
December 2019 and 2018.

AMOUNTS DUE FROM/(TO) DIRECTORS

The amounts were unsecured, non-interest bearing and repayable
on demand. At 31 December 2019, the amounts due from Mr.
Zhang and Mr. Tse were approximately HK$38,000 (2018: Nil)
and approximately HK$195,000 (2018: approximately HK$4,000)
respectively; and the amount due to Mr. Zhang was approximately
HK$13,108,000 (2018: approximately HK$14,508,000). The
maximum amounts outstanding for amounts due from Mr. Zhang
and Mr. Tse during the year were approximately HK$38,000
(2018: Nil) and approximately HK$195,000 (2018: approximately
HK$19,500) respectively.

21.

ZEWENTHARR—REEEEES

FEURREB A BIFOR AR « TaHE MR
BREE - NEE-Z—hF+=-A=1+—
B IHFE 2 i és 84 /8#99,037,000/8T(—
T—)\4F : #497,579,000/87T) °

RZE—N\F+=ZA=+—0 " ~5£H
ZETHEARECHER  AEBEENZ
T RIAA148,742,0008 7T 2 - 32X HA
RELERISEA ER=_ZE—N\F+=
A=+ RAREFEE»EAIERDE
o BN RZE—NF+ZA=+—
B AEBEETEBARER  BET
R _E-__F—HA—BHREREER
EE T4 R FRIE49159,576,00058 7T °
ZEFBEERF  THERR_ZT—
NEXR—_ZF—NF+_A=+—B#®HH
MAFRBERE -

W () EEFHKIE
ZEREY AERIE - TErERAR
EREE -R-_TE—NAF+-_A=+
—B - ERERELE RS KA ZFHE
S R4 /38,0008 T(ZE—N\F
#7) K #195,0008 L (=T — )\ F ¢
494,000/ 70) BRI E ZREL
#13,108,0008 T (=& —\F : 4
14,508,000/87T) © F A FE U R %6 4 &
FEEZHFRBZzZEZRKE 2 ED R
E#4938,0008 T (ZE—NF : B) R
#9195,0008 LB L (ZT—/\F : &
19,500/ 7T) ©

GREEN LEADER HOLDINGS GROUP LIMITED #&%8#EREBEER AT 149



22.BANK BALANCES AND CASH
(a) Cash and cash equivalents comprise

—NEFT-A=+—HLFE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 #Z= — =&

2. BITEBRES
(a) RERBEELEEYERE

2019 2018
—g-nE —T\F
HK$’000 HK$’'000
FExT FHT
Deposits with banks RITHER 45,788 19,538
Cash and cash equivalents in the e PBIRRAR R
consolidated statement of financial ?v?/m\ HemERIRE R
position and the consolidated REFEY
statement of cash flows 45,788 19,538

As at 31 December 2019 and 2018, the Group performed
impairment assessment on bank balances and concluded
that the probability of defaults of the counterparty banks are
insignificant and accordingly, no allowance for credit losses is
provided.

The Group’s bank balances and cash denominated in foreign
currencies other than functional currencies of the relevant
group entities are set out as follows:

uUss$ ETT
RMB AR
HK$ BT

Cambodian dollars (‘KHR?) RIHERR (IHHR])

R-E—NhFER-_ZE—N\F+=-A
=+—HB  AEBEHRITEBET
BER S BTEHFHRITENN

ATREMYAEKN  AUBMEREE
BERIEL B -

AREENTFEBEREEINEE
B2 ONESHE 2 SRITAE BRI S &
I N

2019 2018
—g-nE B )\F
HK$°000 HK$’000
FiB FBT
163 537

1 3

- 40

0 -

Bank balances earns interest at floating rates based on daily
bank deposit rates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

22. BANK BALANCES AND CASH (CONTINUED) 22 RITHHBREAE ()
(b) Reconciliation of liabilities arising from financing (b) METHEL ZABHE
activities
Obligations
Amounts under
Amounts  due to non- finance
dueto  controlling leases/ Amount
related interests Other Leases Convertible due to
companies holders  borrowings liabilities  loan notes  a director Total
HEHE
A Br2
ENEE F2RER Bt/ TER  EM-F
DRANE KEARE  HiE  HEEE  ERREE  #33H @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TEL TEL TER TEL TEL TET

At 1 January 2018 RZB-N\F
—A—H 212,508 4,615,030 - 53,659 926,380 - 5,807,477
Changes from financing BERETNEL
cash flows g 55,719 - - 2019 (25350 14508 (99481)
Exchange adjustments AR (8,047) (247,616) - (3,133) = = (258,796)
Interest expense accrued eI ER% - 359,163 = 18,602 70,190 = 447955
Inception of finance lease RIMERE - - - 486 = = 486
Change in fair value of TRREREE
derivative component of AETESS
convertible loan notes ZATEED - = = = (235,979) = (235,979)
Issue of convertible loan BIMRERER
notes 2B = = (317,568) = 317,568 = =
Recognition of deferred day gL AR
one gain 6= - - (2,940) - 2,940 - -
Recognition of deemed BRE (R
contribution - - (74,492) - - - (74,492)
Conversions of convertible HBTRERER
loan notes 25 - - - - (10,000) = (10,000)
Transfer to other borrowings BERTHMEER = = 409,101 = (409,101) = =
Other non-cash movements HitERLES - 3,931 - = = = 3,931
At 31 December 2018 RZZ-\F
+-A=t+-H 148,742 4,730,508 14,101 36,595 636,653 14,508 5,681,107
At 1 January 2019 RZB-NE
il Bd=| 148,742 4,730,508 14,101 36,595 636,653 14,508 5,581,107
Impact on initial application of BRERBEANBRSE
HKFRS 16 (Note 2) ERE16R R
(Bz32) - = = 40,198 = = 40,198
Changes from financing BERSTEL
cash flows g 13,388 (57,207) 21,581 (53,529) (100,153) (1,400) (177,320
Exchange adjustments AR (2,554) (96,660) = (453) = = (99,667)
Interest expense accrued B FISAR = 353,232 = 8,961 119,196 - 481,389
Change in fair value of THRRESE
derivative component of fTET AL
convertible loan notes ZDTEEE = = = > (22,843) = (22,843)
Disposal of subsidiaries HEMBAR = o (12,480) > o = (12,480)
Other non-cash movements R eE = 3,801 = (2,738) = = 1,063
At 31 December 2019 RZB-NE
+-A=+-H 159,576 4,933,674 23,202 29,034 632,853 13,108 5,791,447

GREEN LEADER HOLDINGS GROUP LIMITED #&4%8#=REBAR AT 151



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

22. BANK BALANCES AND CASH (CONTINUED) 22 RITHB KRR (@)
(c) Total cash outflow for leases (c) HERESR AL
Amounts included in the consolidated statement of cash flows RHEEFAGRERERERIEHE
for leases comprise the following: BRENATEIE -
2019 2018
—E-NF —TN\F
HK$°000 HK$'000
FET FHIT
(Note)
(=)
Within operating cash flows KEIREREN (6,644) (32,078)
Within financing cash flows BERSREN (53,529) (32,919)
(60,173) (64,997)
Note: The adoption of HKFRS 16 introduces a change in Misk : BRANBE BV EMELERE 1658
classification of cash flows of certain rentals paid on leases. BETHEENHEHNRESRE
The comparative information have not been restated. DIEEH) c LRENWEST o
These amounts relate to the following: ZECHENTEEEH
2019 2018
—E2-hE —E-N\E
HK$’000 HK$’'000
TR FHT
Lease rental paid ERHEERS (6,644) (32,078)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

23. TRADE AND OTHER PAYABLES 23. B R HMENKIA
2019 2018
—E-hF —E-N\F
HK$’000 HK$’000
FET FHET
Trade payables Z S I FIA 1,796 2,039
Other payables (current portion): H b e3R8 (R ERER ) -
- Receipts in advance —JEU IR 51,204 21,684
— Accrued staff costs —EEFE IR 39,117 29,599
— Other taxes payable — HM A HIE 4,759 10,484
- Considerations for acquisition of —WENB AR ZRE
subsidiaries 190,302 219,948
= Payables for construction works and —BETRERBAKS
purchase of machineries &R IR 151,003 69,617
— Accrued expenses and other payables — — 5T & K& H b B R 176,628 250,234
613,013 601,566
Other payables (non-current portion): E S SR IE GERNERES 9) -
— Considerations for acquisition of —WEMB AR ZKE
subsidiaries 84,742 89,836
- Payables for construction works and —BEIELEEHS Y
purchase of machineries FERTFRIB 206,906 216,492
- Accrued expenses and other payables ~ — FE&TRT sz & H 4th jE 1 F0E 216,830 117,262
508,478 423,590

Under HKFRS 15, a contract liability is recognised when a
customer pays consideration, or its contractually required to pay
consideration and the amount is already due, before the Group
recognised the relevant revenue. The Group recognised its
contract liabilities under other payable as receipt in advance in the
consolidated statement of financial position.

As at 31 December 2018, certain creditors of the Group had
confirmed that certain amounts due by the Group of approximately
HK$423,590,000 are extended for 18 months, and the respective
amounts are classified as non-current liabilities as at 31 December
2018. Further on 31 December 2019, certain creditors of the
Group had confirmed that they shall not demand settlement of
the amounts due by the Group of approximately HK$508,478,000
before 1 January 2022, and the respective amounts are classified
as non-current liabilities as at 31 December 2019.

REBEEEVHRELNEI1SH - RAK
RN - BEREPXNRER
BHRERINRELZSRCIHE
AERANEE - AEERGZAMBMN
MERBEMBENKBETZAHBEER
RTRYRIR -

R-ZE—N\EFE+-A=+—H AEHE
ETEBRACDER  ASBENZE
TR IBH 423,590,000 7T i £ 1818
A AR=-_ZE—N\F+ZA=+—8B%
ERHEEHBAIERBEE - B R
—E-NE+_A=1+—8 KEBE
TFEEAER  FETER_T=_=
—A—BREXKEERSE T4 RFKIE
47508,478,000/ 7T * Mz S RER =
E-NF+_AZ=Z+—HESBEAEER
FHE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

23. TRADE AND OTHER PAYABLES (CONTINUED) 23. € 5 [ H # fE 15 208 (/)

The ageing analysis of the trade payables based on the invoiced
dates at the end of the reporting period was as follows:

RI|BERR  KREZAHAEZES
FERIBRRER D ATEA T

2019 2018

—E-NEF —E-)\F

HK$°000 HK$’000

FExT FHT

Within 30 days 30KA = 242
31 days to 60 days 31REB0K - -
61 days to 90 days IFNESC PN - -
91 days to 180 days 91RE180K 16 16
181 days to 365 days 181K E365K - -
Over 365 days B iE365K 1,780 1,781
1,796 2,039

The average credit period on purchases of goods is 90 days (2018:
90 days). The Group has financial risk management policies in
place to ensure that all payables are settled within the credit
timeframe.

24. AMOUNTS DUE TO NON-CONTROLLING

INTERESTS HOLDERS

As at 31 December 2019, the amounts due to non-controlling
interests holders classified as current liabilities amounting
to approximately HK$1,128,128,000 (2018: approximately
HK$706,633,000) of which HK$140,946,000 (2018: Nil) are
unsecured, interest bearing at fixed rates ranging from 5.50% to
12.05% (2018: N/A) per annum, while the remaining portion of
HK$987,182,000 (2018: approximately HK$706,633,000) are
unsecured, interest-free, and all these amounts are repayable
within twelve months from the end of the reporting period.

During the year ended 31 December 2018, non-controlling
interests holders of the Group had confirmed that the repayment
terms of amounts of approximately HK$4,023,875,000 due by the
Group were extended for three years from the original dates on
which they were falling due. Accordingly, the respective amounts
were classified as non-current liabilities as at 31 December 2018.
Such amounts were unsecured, interest bearing at fixed rates
ranging from 5.50% to 12.05% per annum. The amounts were
entrusted loans provided by non-controlling interests holders of a
subsidiary through banks.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

24. AMOUNTS DUE TO NON-CONTROLLING

INTERESTS HOLDERS (CONTINUED)

As at 31 December 2019, the amounts due to non-controlling
interests holders classified as non-current liabilities amounting
to approximately HK$3,805,546,000 are unsecured, interest
bearing at fixed rates ranging from 5.50% to 12.05% per annum
and repayable after one year. The amounts were entrusted loans
provided by non-controlling interests holders of a subsidiary
through banks.

25. CONVERTIBLE LOAN NOTES

2013 Convertible Loan Notes

On 7 June 2013, the Company issued convertible loan notes to
the shareholders of City Bloom Limited (“City Bloom”), a company
incorporated in the BVI, with an aggregate principal amount of
HK$3,548,271,713 (the “2013 Convertible Loan Notes”) with
coupon rate equal to the rate of dividend per share from time to
time declared and paid by the Company to the shareholders as if
the 2013 Convertible Loan Notes have been converted in full into
shares at the same time when the relevant dividend is payable to
the shareholder, in respect of the acquisition of entire interests
in Lexing Holdings Limited. The 2013 Convertible Loan Notes
had a maturity date of 6 June 2018 and can be converted up
to an aggregate of 20,872,186,547 ordinary shares of HK$0.01
each at HK$0.17 per share. The notes were denominated in HK$
and entitled the holders to convert them into ordinary shares of
the Company at any time during the period commencing from
immediately after the date of issue of the 2013 Convertible Loan
Notes up to the maturity date. The effective interest rate of the
liability component is 9.78% per annum.

24,

25.

B ZERERIFEREA

FIE (4)
R-ZE—AF+-A=+—H DA
ImBEEZEMIEERERIEE AR
T 493,805,546,0007 7T A EIE T - #%
5.50%%12.05% M B EFFIE5 B RA
N—FEREE ZELBA—HHBR
A EERERFBABBRITIRE
REER -

ARREREE
—E-=HFURRERE
R-ZZE—Z=ZFXAtH AQAKE
MEIERERAG 2 EHEREITAS
HEE3 548,271,713 T 2 Al IR E X
ZR(ZE—=FrBBREREE]D T
WEIAR AR ([HE]  —HARRBE
TEEFMRIZAR)ZRE 2@
BRBENARRQGTEBRES IR LK
NzoBRREER MU _—_T—=FAR
REFEE D R RRRIRSARBER S
ERBHBARG « —T—=Fr[#
BEXREEZIHBAA-ZT—NFENARX
B A EESR01I7TETALBEARZAEHR
20,872,186,547x TR E{E0.01/E L 2
LB - ZEERABITEHE BT
BEAEFREE T —=—Fr2lRER
ZRBTHEEZIAPEERE - BRER
BRB\AARFDLEBR BEHBOZE
BRAFFI R 59.78% ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

25.CONVERTIBLE LOAN NOTES (CONTINUED) 25 R EREE (&)

2013 Convertible Loan Notes (continued)

The Company may redeem in whole or part of the 2013
Convertible Loan Notes at 100% of the outstanding principal
amount together with declared but unpaid dividend of the 2013
Convertible Loan Notes (the “Redemption Amount”) at any time
after six months of the date of issue of the 2013 Convertible
Loan Notes and before the maturity date with prior notice to the
shareholders of City Bloom.

The shareholders of City Bloom may at any time after one year of
the date of issue of the 2013 Convertible Loan Notes and before
the maturity date with prior notice to request the Company to
redeem whole or part of the 2013 Convertible Loan Notes at
Redemption Amount.

All the remaining principal of the outstanding 2013 Convertible
Loan Notes, with the maturity date of 6 June 2018, were held by
China OEPC, Ms. Hao Ting (the spouse of Mr. Zhang) (“Ms. Hao”),
and two independent third parties (collectively the “Holders”). The
remaining principal of the expired 2013 Convertible Loan Notes
of HK$409,101,000 was classified as “Other borrowings” under
current liabilities upon the maturity, whereas HK$380,000,000
payable to Mr. Zhang and HK$15,000,000 payable to Ms. Hao
were offset against the issuance of convertible loan notes on 30
July 2018 (2018 Convertible Loan Notes A and 2018 Convertible
Loan Notes B respectively).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

25.CONVERTIBLE LOAN NOTES (CONTINUED)

2017 Convertible Loan Notes

On 10 July 2017, the Company issued convertible loan notes
which will be matured on the third anniversary of the issue date
(the “Initial Maturity Date”) with an aggregate principal amount of
US$50,000,000 (equivalent to approximately HK$391,436,000
(2017 Convertible Loan Notes”) and with coupon rate of 6.5% per
annum, settled semi-annually. The 2017 Convertible Loan Notes
can be convertible into up to an aggregate of 11,926,605,505
ordinary shares at a conversion price of HK$0.0327 per share.
The notes were denominated in US$ and entitled the holders to
convert them into ordinary shares of the Company on the Initial
Maturity Date. At any time following the first anniversary of the
issued date, the Company may, if it gives the relevant noteholder
written notice not less than thirty days prior to the proposed
redemption date and obtains such noteholder’s consent with
seven business days after the day of such written notice, redeem
the whole or any part (in multiple of US$1,000,000) of the principal
amount of the 2017 Convertible Loan Notes held by such
noteholder on the early redemption date. The effective interest
rate of the liability component is 25.15% per annum.

On 28 August 2017, the conversion price of the 2017 Convertible
Loan Notes was adjusted from HK$0.0327 per share to HK$0.327
per share pursuant to share consolidation. After adjustment, the
2017 Convertible Loan Notes can be convertible into up to an
aggregate of 1,192,660,550 ordinary shares.

On 9 January 2019, the conversion price of the 2017 Convertible
Loan Notes was adjusted from HK$0.327 per share to HK$0.26
per share pursuant to certain adjustment terms and conditions of
the 2017 Convertible Loan Notes as a result of the placing of the
Company’s shares (Note 26(c)) on the same date.

On 9 January 2019 and 10 July 2019, the Company settled an
aggregate amount of US$10,000,000 (equivalent to approximately
HK$78,000,000) (2018: Nil) to the noteholder.

As at 31 December 2019, the remaining principal of the 2017
Convertible Loan Notes was US$40,000,000 (equivalent to
approximately HK$312,000,000) (2018: US$50,000,000,
equivalent to approximately HK$390,000,000).

25. R ER TR ()

—E-LFUERERERE

R-ZT—+t&F+A+8  KNARET
N4 # 550,000,000 7T (FHER L
391,436,000/ 7L) « ZEEXEFF6.5%
LEEBA ABEITHBRREFE=RF (V5
Dz I BBREREE(ZE—+
FOMBREREE] FIBEEFLEE
—R e ZE—tFABRBREREEAIZ
HIEER0.0327TB TR ARSZ AR
11,926,605,505/% @AY o i% EZH A
EoLEHE - BT A ARFR ISR H
BEZEELBARARLER - BREE1T
BHE—RAFRETMER @ WAQRR
BEELAHSITAOR=THREEAR
BEAEASEHERMRAN  YREBEHER
BAEARCEEXEANRGSEERE
BEAZRAE @ AIAAG AT RIREED
HHECLEEZEEEAZTE 228
E{a] &85 (51,000,000 THfEE) ==
—tFRBREREBE AT - AF
oz BERFFEA25.15% °

RZE—+tFNAZ+NB  BEK
et —T—LtFURABRERRER
ZHBERFRO0.0327TETABRRER
0.327&TT - MEHLAR®K  —T—+
FURRERREBARAATLBARS
1,192,660,5504% & A% °

R-ZZF-—hF—ANE BREBEE
RRR R (HE26(c) » BEE-T—+
FABRBEERZRZE T HBGR LI
o B FABREERER LR
EBHER0.327TETHB SETMRR0.26/8
5T o

R_E—NAF-—ANLBR=-Z—NFLt
A+B  ARRAZEEFEEALEET
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

25.CONVERTIBLE LOAN NOTES (CONTINUED) 25 R EREE (&)

2018 Convertible Loan Notes A

On 30 July 2018, the Company issued convertible loan notes to
China OEPC which will be matured on the second anniversary
of the issue date with an aggregate principal amount of
HK$380,000,000 (“2018 Convertible Loan Notes A”) and with
coupon rate of 1.5% per annum, settled quarterly in arrears or
such other date as noteholder and the Company may agree in
writing. The 2018 Convertible Loan Notes A can be convertible
into up to an aggregate of 1,151,515,151 ordinary shares
at a conversion price of HK$0.33 per share. The notes were
denominated in HK$ and entitled the holder to convert them into
ordinary shares of the Company on the second anniversary of the
issue date. The Company may at any time before the maturity
date by written notices to the holder, and with consent of the
holder, redeem the 2018 Convertible Loan Note A (in whole or
in part) at 100% of the principal amount of the part of the 2018
Convertible Loan Notes A to be redeemed together with accrued
and unpaid interest. The effective interest rate of the liability
component is 13.12% per annum. As at 31 December 2019 and
2018, the remaining principal of the 2018 Convertible Loan Notes
A was HK$380,000,000.

2018 Convertible Loan Notes B

On 30 July 2018, the Company issued convertible loan notes to
Ms. Hao which will be matured on the second anniversary of the
issue date with an aggregate principal amount of HK$15,000,000
(“2018 Convertible Loan Notes B”) and with coupon rate at 1.5%
per annum, settled quarterly in arrears or such other date as
noteholder and the Company may agree in writing. The 2018
Convertible Loan Notes B can be convertible into up to an
aggregate of 45,454,545 ordinary shares at a conversion price
of HK$0.33 per share. The notes were denominated in HK$
and entitled the holder to convert them into ordinary shares of
the Company on the second anniversary of the issue date. The
Company may at any time before the maturity date by written
notices to the holder, and with consent of the holder, redeem the
2018 Convertible Loan Note B (in whole or in part) at 100% of the
principal amount of the part of the 2018 Convertible Loan Notes
B to be redeemed together with accrued and unpaid interest.
The effective interest rate of the liability component is 13.12%
per annum. As at 31 December 2019 and 2018, the remaining
principal of 2018 Convertible Loan Notes B was HK$15,000,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE MRS R R M aE
For the year ended 31 December 2019 HEZ—ZE—NF+-_A=+—HIFE

25. AR E R R E (&)
THREERRERERITETARD Z

25. CONVERTIBLE LOAN NOTES (CONTINUED)

The movements of the liabilities and derivative components of the

convertible loan notes are set out below: BENETIAT ¢
2013 2017 2018 2018
Convertible ~ Convertible ~ Convertible  Convertible
Loan Notes  Loan Notes Loan Notes A Loan Notes B Total
AE BE
“E-=f CZE-tf ZCZE-\F ZCZE-)N\F
EE:d R R B4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAL TAL FHEL THL FAT
Liabilities component BEHD
At 1 January 2018 R-Z-N\E—f—H 408,292 294,231 - - 702,523
Issue of convertiole loan notes ~ E{TATRREFREE - = 301,516 11,902 313,418
Effective interest expenses ERHERZ (3E8)

(Note 8) 10,809 41,647 17,061 673 70,190
Interest paid during the year ENEFFE = (25,351) = = (25,351)
Conversion of convertible loan ~ HHAAIAREHZE

notes (10,000) - - - (10,000)
Transfer to other borrowings BRTHMER (409,101) = = = (409,101)
At 31 December 2018 and RZE-\F+ZA=1—H

1 January 2019 L=E-h&—F—H - 310,527 318,577 12,575 641,679
Effective interest expenses ERF 8 H (H5Es)

(Note 8) - 73,053 44,391 1,752 119,196
Interest paid during the year FREFFIE = (22,159) = = (22,153)
Repayment of principal portion A& HAE = (78,000) = = (78,000)
At 31 December 2019 RZE-NE+ZA=1—H = 283,427 362,968 14,327 660,722
Represented by: -

As at 31 December 2019 RZE-NE+ZA=1+—H

Current liabilities MEEE - 283,427 362,968 14,327 660,722

Non-current liabilities ERBERE - - - - -
- 283,427 362,968 14,327 660,722

As at 31 December 2018 RZZE-N\E+-A=1—-H

Current liabilities mEAE - - - - -

Non-current liabilties FRBAE = 310,527 318,577 12,575 641,679
- 310,527 318,577 12,575 641,679
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25. CONVERTIBLE LOAN NOTES (CONTINUED) 25, T #2 IR & = = 4 (48)

2013 2017 2018 2018
Convertible ~ Convertible ~ Convertible  Convertible
Loan Notes  Loan Notes Loan Notes A Loan Notes B Total
AE BE
—E-=f “E-tf “E-N\E “E-N\f
R AR R CIE:
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL FET TAT TAR TAT
Derivative component FEIESS
At 1 January 2018 RZZ-\E—H—H 25,499 198,358 - - 223,857
Issue of convertible loan notes /TR R EFREE - - 3,992 158 4150
Recognition of deferred day BRETE AN
one gain - - - 2,940 2,940
Amortisation of deferred day REREHELEE B e
one gain in profit or loss - - - (620) (620)
Change in fair value of BARTETAATFEED
embedded derivative (25,499 (205,714) (3,983) (157) (235,353)
(25,499) (205,714) (3,983) (777) (235,973)
At 31 December 2018 and RZE-N\F+-A=+-H
1 January 2019 k=FE-NE—F—H = (7,356) 9 2,321 (5,026)
Amortisation of deferred day RER#HEEE AlE
one gain in profit or loss - - - (1,471) (1,471)
Repayment of principal portion A4 HA 8 = 6,918 = = 6,918
Change in fair value of BARTETAATFEED
embedded derivative - (28,281) ) - (28,290)
- (21,363) )] (1,471) (22,843)
At 31 December 2019 RZZE-N&F+-A=1+—-H = (28,719) 850 (27,869)
Represented by: B
As at 31 December 2019 RZZ-nE+-A=1+—H
Current assets MEEE = (28,719) = = (28,719)
Current liabilities RBERE - - - 850 850
- (28,719 - 850 (27,869)
As at 31 December 2018 RZE-\E+-A=+-H
Current assets MEEE = (7,356) = = (7,356)
Current liabilities RBEE - - 9 2,321 2,330
- (7,356) 9 2,321 (5,026)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

25.CONVERTIBLE LOAN NOTES (CONTINUED)

The derivative component of 2017 Convertible Loan Notes
which represented the conversion option of the holder and the
redemption option of the Company, was valued on 31 December
2018, 9 January 2019, 10 July 2019 and 31 December 2019
based on the valuations performed by Greater China Appraisal
Limited (“Greater China”), using Black-Scholes model with
trinomial tree model. The significant inputs to the models were as
follows:

25. R ER TR ()

TE—LFBRREREBREOTET AR
HAEFBEAZRABRERRN AR ZEE
# BERZE—N\F+=A=+—8"
—“E-AF—ANE - ZE—AEFELA
+TEEZZE-NF+_A=1+—HKR
BENERRAR(DEEDFAMHR -
HRATHREEER R =EABREE
FETZEERE  c RERA 2 EKE
ABWT :

31 December 10 July 9January 31 December

2019 2019 2019 2018

ZE-hAF ZE-NF ZE-NF —E-N\F

+=A=+—HB +tA+H —AhB +=A=+—H

Spot price (HK$) REEGFET 0.0270 0.0350 0.0560 0.0420

Risk-free rate 42 3 f 1 =

— without extension - TEEER 1.9575% 1.8270% 1.6462% 1.6960%

— with extension -EER 1.6648% 1.5770% 1.7529% 1.7646%
Expected option period (year) T8ERERHREHAMR (4F)

— without extension - NEER 0.52 1.00 1.50 1.52

- with extension - EER 2.52 3.00 3.50 3.52

Expected volatility T8 BRI I8 42.2093% 41.9306% 52.9680% 51.2421%

The derivative component of 2018 Convertible Loan Notes A
and B represented the conversion option of the holders and the
redemption option of the Company, was valued on issue date 30
July 2018, 31 December 2018 and 31 December 2019 based on
the valuations performed by Greater China, using Black-Scholes
model with trinomial tree model. The significant inputs to the
models were as follows:

ABREBE T N\FBRRERFERZ
TETARDERBEAZABRERAR
AlZEOE  ERBEITEH-_ZT—\F
tA=+8 - ZFE-NF+-A=+—
BRZZE-NAF+ZA=+—HEKRE
ENMAER - BB RREERELR
ZEAMREEEET 2 HERE - %
ERW 7 ERBABELT

31 December 31 December 30 July

2019 2018 2018

—E-hF —E-N\E —E-N\E

+=ZA=+—-8 +t=ZA=+—H +tB=+H

Spot price (HK$) REEGET) 0.0270 0.0420 0.1280
Risk-free rate #2212 1.9297% 1.6993% 1.7970%
Expected option period (year) T8 HA HA A EARR (F) 0.58 1.58 2.00
Expected volatility TEHR IR 37.5800% 56.1591% 54.3300%
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25. CONVERTIBLE LOAN NOTES (CONTINUED) 25 R EREE (&)

The gain on change in fair value of embedded derivatives of
the convertible loan notes for the year ended 31 December
2019 of approximately HK$21,372,000 (2018: approximately
HK$235,353,000) and amortisation of deferred day one gain of
approximately HK$1,471,000 (2018: approximately HK$620,000)
were recognised as “Change in fair value of derivative component
of convertible loan notes” in the consolidated statement of
profit or loss, of which approximately HK$29,761,000 (2018:
approximately HK$210,474,000) were held at the end of the
current reporting period. The related interest expense of the
liability component of the convertible loan notes for the year ended
31 December 2019 amounted to approximately HK$119,196,000
(2018: approximately HK$70,190,000), which was calculated
using the effective interest method.

HEz_Z—NF+_A=+—8BLHF
B AImBREREBERAXNITEIAR
FEEH) 2 UREEH21,372,0008 T (=&
— N\ : #9235,353,000/8 7T) I # 5 iR
EEBWEE41,471,0008 L (= —N
F : #9620,000/8 L) Rér & 1B m R TR
Bl EREERETET AL 2 AF
EEE ]| HP#29,761,0008 (==
—\EE : 49210,474,000/%& 7T) Jh R AN %R
LEHAFF - HE_ZE-—NLF+=-A=
+—RILFE  TREREFZEEREED
o2 M E MY A4119,196,0007% 7T
—Z— )\ : 470,190,000 7T) * JI
KABERMNEETE -

26.SHARE CAPITAL 26. IR
Number of shares Share capital
RH#A R
2019 2018 2019 2018
ZE-hF 2N\ ZE-nF —Z-)\E
HK$°000 HK$'000
Tar TRT
Ordinary shares EER
Authorised: AT
At 1 January n—A—-H 200,000,000,000  20,000,000,000 2,000,000 2,000,000
Share subdivision (Note ) Rin 14 (i ha) - 180,000,000,000 = -
At 31 December R+-—A=+—H 200,000,000,000  200,000,000,000 2,000,000 2,000,000
Issued and fully paid: BETRAR :
At beginning of the financial year  METEREERRE 7,311,082,014  7,296,746,300 73,110 729,675
Issue of shares upon: T EEETRD -
Conversion of convertible ABRATRBEREE
loan notes (Note b) (Fff3ED0) = 14,285,714 = 1,428
Share reduction (Note a) R EIR (fi7Ta) = = = (657,993)
Placing of new ordinary shares BEN LRk
(Note c) (FfizEc) 1,462,200,000 - 14,622 -
At the end of the financial year R R R 8,773,232,014  7,311,082,014 87,732 73,110
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26.SHARE CAPITAL (CONTINUED)

Notes:

Pursuant to a special resolution passed by shareholders at the special
general meeting held on 31 October 2018, capital reorganisation
was completed by way of (i) a reduction of the issued share capital
of the Company through a cancellation of the paid-up capital of the
Company to the extent of HK$0.09 on each of the issued existing
shares so that the nominal value of each issued share will be reduced
from HK$0.10 to HK$0.01; (ii) a subdivision of each authorised
but unissued existing shares of HK$0.10 (which shall include the
authorised but unissued share capital resulting from the capital
reduction) into ten new shares of HK$0.01 each; and (jii) a transfer of
the credit arising from the capital reduction to the contributed surplus
account of the Company.

Upon the capital reorganisation taking effect, the authorised share
capital will be HK$2,000,000,000 divided into 200,000,000,000 new
shares of HK$0.01 each, of which 7,311,032,014 shares are issued.
All ordinary shares rank equally with regard to the Company’s residual
assets.

On 18 January 2018, a holder of 2013 Convertible Loan Notes
converted principal amounts approximately HK$10,000,000 into
14,285,714 ordinary shares of the Company.

On 14 December 2018, the Company entered into a placing
agreement with a placing agent for placing a maximum of
1,462,200,000 ordinary shares (the “Placing Shares”) of the Company
at a placing price of HK$0.04 per shares. On 9 January 2019,
1,462,200,000 Placing Shares were placed by certain independent
third parties at a subscription price of HK$0.04 per share. The
Company raised approximately HK$58,170,000 (net of directly
attributable expenses of approximately HK$318,000).

26. IR 7 (48)

fia -

BRERER-_Z-N\FE+A=+—R&
TZBRRFEHRE BB ZEFRIRE
2 ARERMT A ERBRASEA
MHPRARE 2 B EITRA - BBEH
RRREFREETRA RN ZEUR A
0.0987T - BEEREHTRNH ZHEE
FO.10B TR E0.0178 7T ¢ (N ERE
BHO10BTT ZEEBAETRER D (B
EREBAHIR M EL 2 EEBRETR
) AR+ IREREEO.01E T 2 #
P+ e (i) 7 FECAS B 8 P E A 2 3 R 93
EARRAHANBGRER

REEAERERE  EEBRAE R
2,000,000,000 7T + 5 B & EEO0.01
7 70 2.200,000,000,000 8% B + &
7,311,032,014R XD E 21T - BEART]
FHEEMS  METARZEERS M

fiL °

R-_ZE—N\FEF—A+N\B —E—=F
AR EFEBFEE AK410,000,000
BT AR A14,285, 714 AR
AL AAR -

RZE-—NFE+_A+TAE A2
AHE—-ZRERETIRERE
HEESESR0.04B TR E RAAQ A&
%1,462,200,000 % & 38 A% ([ B & A%
m) e R—ZTE—NF—AhB  ZETH
VEZHERBEETRO.04BLEE
1,462,200,000f R FLER D - AR FIESE
#958,170,000 7T (FIB EE (RS 40
318,000/ 7T) °
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27.PROVISION FOR RESTORATION,

REHABILITATION AND
ENVIRONMENTAL COSTS

27. B - BERRERAERE

HK$’'000

FET

At 1 January 2018 RZZE-N\F—H—H 74,927
Imputed interest expense (Note 8) HE R S5 (FizEs) 3,276
Exchange realignment ME 5 B (3,924)

At 31 December 2018 and 1 January 2019 ANZE-NF+ZA=+—8K

—E-hF—H—H 74,279

Imputed interest expense (Note 8) HE R S FXZ (T EES) 3,123
Exchange realignment E)E'LEHW (1,488)

At 31 December 2019 —E-NF+ZA=+—H 75,914
The restoration and rehabilitation works will be performed in the MIEREBECIEBER-_E__F5

years from 2022 to 2040. The provision is carried at amortised
cost at effective interest rate at 6.96% per annum.

—TOTET BBELNRERFNEX
6.96%TH 2 # SR AT iR

28.DEFERRED TAX LIABILITIES 28 EEBIEEE
The following is the movements of deferred tax liabilities during the AEERBAFECRELERESEE
current and prior year: wm
Mining rights
PRUERE
HK$’'000
FET
At 1 January 2018 RZE—N\F—H—H 2,166,859
Credited to profit or loss (Note 10) BERARMIEE10) (748,611)
Exchange realignment M H PR (113,447)
At 31 December 2018 and 1 January 2019 RZZB-—NFF+ZA=T—A8K
—ZE-N¥—HA—H 1,304,801
Credited to profit or loss (Note 10) BERARMIFE10) (163,000)
Exchange realignment PE 5 A (17,959)
At 31 December 2019 R-ZZE-hF+ZA=+—H 1,123,848

During the years ended 31 December 2019 and 2018, movement
in deferred tax liabilities mainly comprised of the impairment loss
or reversal of impairment loss on mining rights of the Group.

RBEE-_FT-NFER-_FT-N\F+=-A
=t BLEFE ELHBREZE
T EBREAKEREENRER RSN

BEERE -
At the 31 December 2019 and 2018, the Group had unused tax RZZE-NEFRZZFE-—NF+ZA=
losses of approximately HK$87,075,000 (2018: approximately +— EI C REE ﬂi ) AR IEEE L

HK$20,284,000) that will expire by 2024 (2018: 2023). No
deferred tax asset has been recognised in respect of the tax
losses due to the unpredictability of future profit streams.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 & EZ =%

28.DEFERRED TAX LIABILITIES (CONTINUED)

Under the New Enterprises Income Tax Law of the PRC,
withholding tax is imposed on dividends in respect of profits
earned by the PRC subsidiaries from 1 January 2008 onwards
(the “Post-2008 Earnings”). As at 31 December 2019, deferred
taxation has not been provided for in the consolidated financial
statements in respect of temporary difference of approximately
HK$383,378,000 (2018: approximately HK$250,822,000)
attributable to the “Post-2008 Earnings” as the Group is able to
control the timing of the reversal of the temporary differences and
it is probable that the temporary differences will not reverse in the
foreseeable future.

29.IMPAIRMENT OF MINING RIGHTS AND

PROPERTY, PLANT AND EQUIPMENT

As at 31 December 2018, for the purpose of impairment testing
on mining rights and property, plant and equipment in relation to
mining operation, the assets and liabilities of the Group’s mining
operations were allocated into five cash generating units (“CGUSs”)
namely LUTEE B HEE G RAEMEERR AT (“‘Bolong?), L
PR TREEEE G IEREEBRAF (“Liaoyuan”), LLUFEHE K
BHEELRRBEEEARAAF (Xinfeng”), ILFEEK KEHER
HREBEERZEEFR AR (“Fuchang’) and LUFEERIBHER H
& EER A A (“Jinxin”), which represented five subsidiaries
in the mining operation segment to determine their recoverable
amounts.

As at 31 December 2019, the Group kept negotiations with the
Shanxi government (LI FEELT) on the Group’s restructuring plans
(“Committed Restructuring Plan”). The Committed Plan consists
of: (a) Xinfeng, which was confirmed to mandatorily suspend all
operations and constructions in 2018, will close down whereas
its coal reserves shall be transferred to Bolong, and Bolong shall
apply for a new mining license to cover the coal reserves of Bolong
and Xinfeng while the annual mining capacity of Bolong maintained
at 1,200,000 tonnes per year; and (b) Jinxin will change its
company name and apply for a new mining license to change its
mining capacity from 450,000 tonnes per year to 600,000 tonnes
per year. Subsequent in 2020, the Shanxi government approved
the Committed Restructuring Plan. Therefore, as at 31 December
2019, for the purpose of impairment testing on mining rights and
property, plant and equipment in relation to mining operation,
the assets and liabilities of the Group’s mining operations were
allocated to four CGUs namely Bolong, Liaoyuan, Fuchang and
Jinxin.

28.

29.

A ISR MR

—NEFTZA=+—HLFE

EEREEE (@)
RIBREFEMGRE - BEPBM
BRRE_ZEZENF—A— BRI
EAM(ZEENFERAEHN]) ZRBAH
MPENF - RZE—NF+_A=+—
B ARBUARRIZZTZENFEREHN]
AR 7 By =58 49383,378,000 7T (=
T — \4F : 49250,822,00058 7T) AR A
PHBMREDEEHIBRE  REZEAR
EB LRI ER2REE BS
RAE By =5 N AR RE A AT B A5 R o

REEURYE  BER
FERE
R-ZE—N\F+_A=+—8 g
BEBEB 2 RBEARTE - BE R
BREBENRMNE  ANEBEREEK 2
BEAEBEIREZABERSELEEM (]
SEAEM])  MLUAKKREHEERES
RAFEHEEER AR (%] - LLFaE
RBHEERREREERRAR([E

B AR REHEE S RBERE
BRAB(#E]D  WAKRKREHEH

é?&%ﬁ%ﬁ%ﬁﬁﬁ’&ﬂ(ﬁ%%ﬁ&lﬂ@
RREHEEERULESBARA
(Tl ﬁ%?ﬂ}%%ﬁk“*ﬁzﬁfﬁw
BAR NEEHEAINESHE

R-B—AE+-A=+—0 A%£H

HEMRAEB s ERAE(EARER
&l D EILAERTER - B &K E e

1 (a) BE(EERR_ZE—N\FAEF
TiEmALEENRER) GER - MEK
REEREREINE  HESRBH

mhﬁ%ﬁTﬁu/@*ﬁfaﬁéﬁgmﬂmﬁm

e MPENFRELNRBEESF

1,200,000 : ()& BB ERE R AIE

o WERBHRESTE - BERES

7188 B 450,000 5 24 43 & 5 600,000

ME - BN =T F « |IFAEATHEE

EAGEEMAE - Al - RZF—NF

+ZA=+—8 " A#ETHREXKAR

B RBEARYE  BEREEZR

BAR  AEERBEXK2EERARE

ENEREMNE - BF EEKEENE

MEEEBEMN -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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29. IMPAIRMENT OF MINING RIGHTS AND 20 IRIERE AR M3 - BB KRB R

PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

In 2018, the Directors considered (i) decrease in gross profit
ratio of coal mines business; and (i) change of production
schedules of certain coal mines. In the opinion of the Directors,
impairment indications existed as at 31 December 2018 due to
the deteriorated financial performance and change of production
schedules of certain coal mines.

In 2019, the Group engaged independent third parties to process
coal-washing works, and started to sell clean coal rather than
raw coal since September 2019. Due to the drop in selling price
of clean coal since September 2019 and postponement of
production schedules of certain coal mines, impairment indications
existed for certain coal mines as at 31 December 2019.

The recoverable amounts of the four (2018: five) CGUs in the
mining operations were determined from value-in-use calculation.
Their recoverable amounts are based on certain similar key
assumptions. The management of the Group prepared cash flow
forecast derived from the most recently available financial budgets
approved by management and cash flows beyond 5-year period
were extrapolated using 3% (2018: 3%) growth rate over the sixth
to the twenty-fourth (2018: the sixth to the eighteenth) years
which does not exceed the long-term growth rate, assuming the
extension of mining licenses is available and administrative in
nature. In preparing the forecast, management made reference to
the latest verified levels of mineral reserves presently verified and
the production cost projection and the future production capacity
according to the technical report issued by John T. Boyd (“JT
Boyd”) dated as of 28 February 2017.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

20. BRIBE AR - BERRER
B0

29. IMPAIRMENT OF MINING RIGHTS AND
PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

Impairment testing of mining rights, property,

plant and equipment in relation to mining operation
The key assumptions for the value-in-use calculation are those
regarding discount rates, anticipated changes to future selling
prices, future production costs, future recovery rates regarding
coal washing process, and anticipated production capacity, as
follows:

— Management used a discount rate which was derived from
the Company’s cost of capital, representing the expected
return on the Company’s capital, and assigned the following
pre-tax discount rates to each mine approximately at:

Bolong Fisl-1d
Fuchang =
Jinxin &5
Liaoyuan EIR
Xinfeng 2

SRR RS AT B 2 SR - W -
B 3R A B

1 PR B 5 BRI 2 = BB R
R%  RREEBRED - KKEEN

ZN

ak
Ae

AR B0 R R MR R T
BEMT

EEASMAMBREBARBENR
AR (BIARABEAR 2 FHHER) K
O 85 R 2 35 E B BT RE 3R

R

2019 2018
—g-nE B )\F
% %

17 18

20 24

19 19

19 19

N/ATE A N/A 3 F

— Future recovery rates regarding coal washing process from
raw coal to clean coal were estimated with reference to
historical data.

—  Future selling prices were estimated with reference to existing
and past quoted commodity prices in the mining industry.

— Future production costs were derived in accordance with
feasibility reports issued by JT Boyd with reference to the
mines’ preliminary design report and current industry cost
indicators.

— Future production capacity estimation was made in
accordance with the feasibility report issued by JT Boyd
dated 28 February 2017 (2018: 28 February 2017).

R A A 0 B TR R R
U 2 BRE st BUR Ak 31 -

AKREBL2ERAMBEBREH M@
HEMRE -

RREERATIRBEITEREHZ
AT RELLERR 2 KRKRE
HBEMBATTRRAERAE

RREERBBRITEERL ZBHA
“E2—+tF-A-+NBCEE-AN
F:_E—+F_A+N\B)ZHA
TR S -
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For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

29.IMPAIRMENT OF MINING RIGHTS AND 20 IRIERE AR M3 - BB KRB R

PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

Impairment testing of mining rights, property,

plant and equipment in relation to mining operation
(continued)

As extracted from Greater China’s valuation reports for the
recoverable amounts as at 31 December 2019 and 2018 (the
“Valuation Reports”), the recoverable amounts of the relevant
mining operations CGUs are determined as follows:

Bolong #e
Liaoyuan FEIR
Xinfeng Z18
Fuchang =
Jinxin ©&

18 (&)

BRI A B SRR - W%
T 55 Bz 3% R i R = (4D

WaEEGMERS ((HERSD)ATIR
E-NEFR-_T—N\F+-_A=+—

EZTH&Z@ R ARRESRSE

EBNZARESEETNAT

31 December 31 December

2019 2018
—E-hF —E-N\F
+=ZA=+—8 +-A=+—H
HK$’000 HK$’000
FET FHET
3,950,173 4,082,106
1,679,861 1,688,478
679,991 1,034,439
634,967 939,445

The recoverable amounts of the relevant mining operations CGUs
other than Liaoyuan were lower (2018: lower) than their carrying
amounts as at 31 December 2019. The Directors were of the
opinion that, based on the Valuation Reports, impairment loss
for the relevant mining operations CGUs had occurred during
the year ended 31 December 2019 (2018: impairment loss).
These impairment loss (2018: impairment loss) were allocated
to the assets of the relevant mining operations CGUs, except
for goodwill, pro rata with their carrying amounts. Accordingly,
the carrying amounts of the mining rights were decreased
to approximately HK$4,125,275,000 (2018: decreased to
approximately HK$4,864,988,000) and carrying amounts of
property, plant and equipment decreased to approximately
HK$1,139,856,000 (2018: decreased to approximately
HK$1,191,002,000) under the mining operations. The amounts
for impairment loss (2018: impairment loss) on mining rights and
property, plant and equipment are disclosed in Note 16 and
Note 15 respectively. The impairment losses made in 2018 were
attributable to the deteriorated financial performance and change
of production schedules of certain coal mines, whereas the
impairment losses or reversal of impairment loss made in 2019
were attributable to the net impact of (i) the drop of selling price of
clean coal since September 2019; (i) the Committed Restructuring
Plans; and (i) the commencement of selling clean coal in 2019.
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For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

29.IMPAIRMENT OF MINING RIGHTS AND
PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)
Impairment testing of mining rights, property,
plant and equipment in relation to mining operation
(continued)
The following table shows the reversal of impairment/impairment

provision on property, plant and equipment and mining rights of
the relevant mining operations CGUSs:

Property, plant and equipment
W - BERRE
Reversal of impairment loss/
(impairment provision)

Mining rights
23 1
Reversal of impairment loss/
(impairment provision)

20. BRIBE AR - BERRER

18 (&)

SEERIR SIS A B 2 R - W3 -
T 55 B2 5% R84 R o ()

TRETERRBEGREELE UL
MEE -~ BB MR A R R TERE 2 RE R
[, BAEEAE -

Total
#st
Reversal of impairment loss/
(impairment provision)

HEBERE/ (HERE) REBERE/ (AERS) REBERE/ (RERE)

For the year ended For the year ended For the year ended

BZEUTHHILEE BZEUTRHILFE BZUTHHLEE
31 December 31 December 31 December 31 December 31 December 31 December
2019 2018 2019 2018 2019 2018
“g-hE T \& CB-hE T \§ CB-h& -FN\F
+=A=+-A +=ZA=+—H +=A=t+-BH +=ZA=+—-H t=A=+—-H +=ZR=+-AH
HK$'000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
TEx TET TR THT THET THT
Bolong s (32,997) (46,552) (197,344) (408,240) (230,341) (454,792)
Liaoyuan EIR 33,150 22,077 71,583 48,999 104,733 71,076
Xinfeng Zlg - (96,034) - (1,984,337) - (2,080,371)
Fuchang BE (84,772) (143,704) (90,683) (202,318) (175,455) (346,022)
Jinxin & (75,483) (14,479 (119,805) (25,114) (195,288) (39,593)
Total @at (160,102) (278,692) (336,249) (2,671,010 (496,351) (2,849,702)
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30. DISPOSAL OF SUBSIDIARIES 30. 1 £ i B A =
For the year ended 31 December 2019 BE-_Z-hF+=-ZA=+—HL

e

A. Disposal of Cosmo Soar Limited and its subsidiary 4 E&Cosmo Soar Limited R E [{1/&

(together the “Cosmo Soar Group”)

On 18 June 2019, Oceanic Zone Limited, a wholly-owned
subsidiary of the Company, entered into a sale and purchase
agreement with an independent third party (the “Purchaser
A”), pursuant to which Oceanic Zone Limited has conditionally
agreed to sell and the Purchaser A has conditionally agreed to
purchase (i) the entire 100% equity interest in the Cosmo Soar
Group; and (i) the debts owing by the Cosmo Soar Group to
Oceanic Zone Limited, for a consideration of US$7,400,000
(equivalent to approximately HK$57,720,000). The Purchaser
A was one of the holder of 2013 Convertible Loan Notes
which were matured on 6 June 2018 and not convertible into
ordinary shares of the Company thereafter, and the amounts
owed to Purchaser A by the Group were classified as “other
borrowings”. Therefore, the consideration of approximately
HK$57,720,000 was partially satisfied by setting off against
with the other borrowings account with Purchaser A
amounted to approximately HK$7,020,000 and by cash of
approximately HK$50,700,000. The disposal was completed
on 10 July 2019. The net liabilities of the Cosmo Soar Group
at the date of disposal were as follows:

25 (4578 Cosmo SoarE[E /)
;5/\7?; NEFRNA+/\H * Oceanic
Zone Limited(A QAR —EE2E&EW
BRR)E—2BIYE=FEH
AN —EEWH=®: - Bib
Oceanic Zone Limited2 & &4 E
EHEMBEAAEEKGREEE()
Cosmo Soarfs B A 100% A% 4 : K i)
Cosmo Soarfs [E 45 /K Oceanic Zone
Limited®I &7 + X8 /&7,400,000
FE T (FBE R #57,720,000% 7T) °
BEHFAR—E = BBRERE
BEFEBEAZ— EZﬁ%‘%TFZ@J,HH S|
R:%ﬁ_)\ﬂz/\ﬂ ~H - E?QT\EJ
%T@Z%Zliﬁjjtﬁﬂx NEBE
BEAANFTIESBAIEMEER] -
It - 1ﬁf;‘§%@57,720,000%mauﬂ
HOWHEE FAZ EMEERK
#37,020,0008 L2 AR RIFE 4
50,700,000 TER - ZEEER
—E-NFEATHEEK REE

EEﬁCosmo Soark Bl z B & FH W

T
On the
completion
date
H5ERK A 8
HK$’000
FHET
Net liabilities disposed of: EHEAEFE
Property, plant and equipment Y - RE KRR 58,397
Prepayments and deposits and TERT OB MR e K& H AU EIE
other receivables 35,426
Cash and bank balances e RIRITHERR 2,353
Amounts due to group companies B S E R RFRIE 61,729
Other payables E b e kI8 (39,201)
(4,754)
Assignment of amounts due to group companies & & { £ E A &) FUE 61,576
Gain on disposal of subsidiaries (Note 7) R 2 ) 2 Uk (B 7) 898
Total consideration BRE 57,720
Satisfied by: BRIATHRER -
Cash B& 50,700
Offset with other borrowings account with EIHEE AN B TR
Purchaser A 7,020
57,720

Analysis of the net inflow of cash and RHEHENBRFIZERER
cash equivalents in respect of disposal

HWeEBYWZRAFESN
of subsidiaries:

Cash b1k 50,700
Less: cash and cash equivalents balances B EHEReRIREEEMEH
disposed of (2,353)

48,347
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30. DISPOSAL OF SUBSIDIARIES (CONTINUED)
For the year ended 31 December 2019 (continued)

B. Disposal of (i) Grand Athena Limited and its subsidiaries
(together the “Grand Athena Group”); and (ii) Polaris
Spark Limited and its subsidiary (together the “Polaris
Spark Group”)

On 23 August 2019, the Company entered into a sale and
purchase agreement with the Purchaser A, pursuant to
which the Company has conditionally agreed to sell and the
Purchaser A has conditionally agreed to purchase (i) the entire
100% equity interest in the Grand Athena Group and the
Polaris Spark Group; and (ii) the debts owing by the Grand
Athena Group and the Polaris Spark Group to the Group,
for an aggregate consideration of US$700,000 (equivalent
to approximately HK$5,460,000). The consideration of
US$700,000 was satisfied by setting off against other
borrowings account with Purchaser A. The disposal was
completed on 10 September 2019. The net liabilities of the
Grand Athena Group and the Polaris Spark Group at the date
of disposal were as follows:

A ISR MR

—NEFTZA=+—HLFE

30. .‘:H%M‘JE’A?(%E)

fli E (,‘,‘E)
B. 1 £(i) Grand Athena Limited %X &

—hF+ZA=t+—Hi

B8 22 5] (#:#8[ Grand Athena%
&) ; R (ii) Polaris Spark Limited
RE /5/9‘ /B 43 5] (##8 [ Polaris Spark
%.J)
RZZE—AhFNA=+=H " &
’AEEEEE AT — N BEEWE
B - ARRIC B KRIERELEM
EHAE%‘W(’-‘#H B8 E (i) Grand
Athena®: [ & Polaris Spark & [ ]
100%A%## : K (i) Grand Athenafs B
KN Polaris Sparkfe B 45 /KX A EBEE
% R{BA700,000% T (HEERL
5,460,000/ 7T) » X {E700,0003F T
OB B ERE AR S M EIER
ZARNER  c ZHEERZ=ZZT—N
FNB+BRK - A e A #Grand
Athena%s & & Polaris Spark& & 2 &
BFFEMOT

&r ‘m]m

gr

On the comp letion date

\J‘G

Grand Athena Polaris Spark
Group Group
Grand Athena Polaris Spark Total
-3 £E My
HK$’000 HK$'000 HK$'000
FHET FHET FHET
Net liabilities disposed of: BEHERBETFE
Property, plant and equipment VI - BB LR 1,464 4,627 6,091
Prepayments, deposits and AR - me K
other receivables E At & YR IH 383 5 388
Amount due from a group R —HEEE AT
company B 26 = 26
Bank balances and cash IRITHEB MRS 66 9 75
Amounts due to group JER B A RIZIA
companies (7,908) (4,838) (12,746)
Other payables H{h JE 5 R (151) (241) (392)
Lease liabilities HEEE (1,206) = (1,206)
Non-controlling interests FEE IR 2f 183 211 394
- (7,143) (227) (7,370)
Assignment of amounts due to HRENEE AR
group companies FKIE \ 12,622
Exchange translation reserve EERESRERE
realised (13)
Gain on disposal of subsidiaries HEMB ARz W
(Note 7) (B1TE7) 221
Total consideration wR[E 5,460
Satisfied by: BIA Ry SB T :
Offset with of other borrowings HIHEE B 77 AR
account with Purchaser A E s ,é‘ BRI 5,460
Analysis of the net outflow of B Hj EMBAa<
cash and cash equivalents MR&%E
in respect of disposal %*«*@Z‘}ﬁtﬁ
of subsidiaries: FERON
Cash Re -
Less: cash and cash equivalents & : DHERES M
balances disposed of REEEY
WEER (75)
(79)
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30. DISPOSAL OF SUBSIDIARIES (CONTINUED)
For the year ended 31 December 2018

On 12 January 2018, a wholly-owned subsidiary of the Company
(the “Vendor”) entered into a sale and purchase agreement with a
company which is ultimately controlled by Mr. Zhang, a beneficiary
of a shareholder of the Company (the “Purchaser B”), pursuant
to which the Vendor has conditionally agreed to sell and the
Purchaser B has conditionally agreed to purchase the entire 100%
equity interest in its subsidiary, Rong Xin Finance Limited, for a
consideration of HK$1,880,382. The disposal was completed on
12 January 2018. The net liabilities of the subsidiary at the date of
disposal were as follows:

30. i & 2 7 (4])

BZ-_ZF-N\F+=-A=+—HL
FE
RZFE—N\F—A+=H ' ~xR7—MH
2EMBARI(ES)E—HHEARF
—ZRRZHEARCERRIEHZD
RIEABDRIMN—1EEH:E - Bt
EFBEAKMHRAELEMEFE AR
HREBEENBAARGEVBER
A AEIM100%Ax 1 - KB 71,880,382/%
Lo ZHEER-E—N\F—A+=H
K REEBBNBARZAEFE
T

On the
completion date
H5ERK A 8
HK$'000
FHET
Net liabilities disposed of: EHERETE
Prepayments and deposits FENFIERES 1,206
Bank balances and cash RITEB LIRS 154
Amount due to an immediate holding company & — R E R A 7 FKE (11,535)
Other payables and receipts in advances A0 FE A 3R I8 K TR W SR IE (30)
(10,205)
Assignment of amount due to a group company ¥ g fE R —EE B AR 708 11,535
Gain on disposal of a subsidiary (Note 7) HE R B AR 2 Y (FEED) 550
Total consideration BRE 1,880
Satisfied by: BRIATHRER :
Cash Re 1,880
Analysis of the net inflow of cash and REE—HBARZ
cash equivalents in respect of RELREFEMZ
disposal of a subsidiary: MAFEEOHT
Cash Be 1,880
Less: cash and cash equivalent balances B EHEReMRSEEMEH
disposed of (154)
1,726
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31.RELATED PARTIES TRANSACTIONS
In addition to the transactions and balances disclosed elsewhere
in the consolidated financial statements, the Group entered into
the following significant transactions with related parties during the
year:

Compensation of key management personnel
The remunerations of the Directors and other members of key
management during the year were as follows:

N.EHARS

BEEMBEHRREMIAEOMERENRS
RERBE 2N - AEERNFRN D HEERR
FINATEARRS :

TEEEBEAESHEE
FR O EENEMTIEEEEKE 2 FH
B

2019 2018

—g-nE  —TN\F

HK$’000 HK$'000

T FET

Short-term benefits ySEEEER 5,269 6,620
Post-employment benefits B E A A 80 98
Share-based payments B 15 3R 994 4,335
6,343 11,053

The remunerations of Directors and other members of key
management were determined by the remuneration committee
having regard to the performance of individuals and market trends.

32. MAJOR NON-CASH TRANSACTIONS

(@ During the year ended 31 December 2019, the Group
disposed of certain subsidiaries in an aggregate
consideration of US$8,100,000 (equivalent to approximately
HK$63,180,000) as set out in Note 30 to the consolidated
financial statements, of which US$1,600,000 (equivalent
to approximately HK$12,480,000) was offset with other
borrowings due to the Purchaser A.

(b) During the year ended 31 December 2018, the Company
issued 2018 Convertible Loan Notes A and B of which the
principal amounts of these two convertible loan notes were
offset by the other borrowings (Note 25).

EENHEMEBREEEKNBZHMEH
MWEZEREARRLTEBEETE -

R.EIBFRERS

@ REBEE-_Z—NF+_A=+-—
HIEFE AEEBEEETHWE
AAE] BREAFES,100,000E T
(HHZEN#463,180,00087T) © #
Mz A B RERK ESOFTH -
mEH1,600,000EF T (HERL
12,480,000/ 7T) BB B AR E
g EAEHEE -

b)) RBE=Z—N\F+=HA=+—H
IEFE - RARIETAEEBE T
—NFAJBBREREE  Ehz%E
MBEATRREREBE 2 NS EWHE
e E K H (F1aE25) o
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33. COMMITMENTS

At the end of the reporting period, the Group had the following

commitments:

33. & iE
REIERR - NREBEA A TALE :

(@) Commitments under operating leases

The Group as lessee

The Group is the lessee in respect of certain of its office
premises, lands for coal mines operations and staff quarters
which were previously classified as operating lease under
HKAS 17. The Group has initially applied HKFRS 16 using
the modified retrospective approach. Under this approach,
the Group adjusted the opening balances at 1 January 2019
to recognise lease liabilities relating to these leases (see Note
2). From 1 January 2019 onwards, future lease payments are
recognised as lease liabilities in the consolidated statement
of financial position in accordance with the policies set
out in Note 3. Leases for properties are negotiated for a
term ranging from two years to three years and rentals are
fixed. Certain leases for lands for coal mines operations are
negotiated for a term ranging from ten years up to the end of
the coal mines operations.

As at 31 December 2018, the Group had commitments
for future minimum lease payments under non-cancellable
operating leases which fell due as follows:

(a) EEHEERE

A EEEREBEA
AEBRERMRBEE G ERSE
1ITRPBEREEHEZETRFE
ME - HRRELZZANLHMKE
TEENABEA - AEEAKERT
EBWEERERABAMBREER
F16%% - R TTE - AEEEH
B-Z-NF—-A B Z2HVHRE
NHEREZSZHEEHECHERE
(RHMizE2) - B=ZE—NE—HA—H
- RIBMESPEEEK - AREE
MRREZEE M BHRR KR PR S
ERE -VWEAHBREAMEE=
FAE  UXNERBEE - fHKE
BEIWHNETHODRNF+F
ERTEE LB RPEEERD o

RZZE—N\F+—_A=+—H K
SERETAHELCEREEMN
THRHBHZ ARFERSAED
T

2018
—2-N\%
HK$’000
T

Land and buildings: TH RETF
~ within one year ——FRA 13,754
—in the second to fifth years inclusive —FE_EFERT(BIEEREMT) 33,692
- over five years —HRFENUE 18,825
66,271
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33. COMMITMENTS (CONTINUED)
(b) Other capital commitments

33. & i ()

(b) EfthE A &R

2019 2018
—E-hAEF —E-)N\F
HK$’000 HK$’'000
FExT FHEIT
Contracted but not provided for BRTHB AR -
in respect of:
— acquisition of property, — B - BB RS
plant and equipment 207,362 292,247
- acquisition of land use rights in — WA SR 2 i
Cambodia Edh: 462,915 462,915
670,277 755,162

(c) Environmental contingencies

As at 31 December 2019, the Group has not incurred any
significant expenditure specific for environmental remediation
and, apart from the provision for restoration, rehabilitation and
environmental costs (Note 27), has not accrued any amounts
for environmental remediation relating to its operations.
Under existing legislation, Directors believe that there are no
probable liabilities that will have a material adverse effect on
the financial position or operating results of the Group. Laws
and regulations protecting the environment have generally
become more stringent in recent years and could become
more stringent in the future. Environmental liabilities are
subject to considerable uncertainties which affect the Group’s
ability to estimate the ultimate cost of remediation efforts.

These uncertainties include:

(i) the exact nature and extent of the contamination at the
mine;

(i) the extent of required cleanup efforts;
(i) varying costs of alternative remediation strategies;
(iv) changes in environmental remediation requirements; and

(v) the identification of new remediation sites.

(c) BRERBEH
RZFE-AF+_A=1t—HB &
SEYEELAEMNERNREER
X BT IRE - BERRERA
Bm(MaE2r)sh - MEp AL E
BRRRBEHARARTIMNSE - 1R
BRITAG > EFRA - LHEATRE
EEREUAKEM B RNKEE
REERERTHNEENRE - R
FEREMERRERAROFEBY
BEE - KRITAAIGEEREE
RREEFRARTRZITHEEREM
T MaxERERgREASE G
AR TAERARRAEEEN

tEIEEREERE

() BIBASENEEEE K
=

(i) FTHBRIEMNIEE
(i) EMARRBEATRKA
(v) REFERIETHEE &

(v) FreRenRia BRI -
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33. COMMITMENTS (CONTINUED)

(c) Environmental contingencies (continued)

The amount of such future cost is indeterminable due
to such factors like the unknown magnitude of possible
contamination and the unknown timing and extent of the
corrective actions that may be required. Accordingly, the
outcome of environmental liabilities under proposed for future
environmental legislation cannot be reasonably estimated at
present but could be material.

34. SHARE-BASED PAYMENT TRANSACTIONS

Equity-settled share option scheme of the Company:
The Company’s share option scheme (the “Scheme”), was
adopted pursuant to a resolution passed on 28 May 2015 for the
primary purpose of providing incentives to directors and eligible
employees and loan arrangement with an independent third party
(the ‘Lender’), and will expire on 27 May 2025. Under the Scheme,
the Directors may grant options to eligible employees, including
Directors and directors of its subsidiaries, to subscribe for shares
in the Company.

Options granted must be taken up within 28 days of the date
upon which it is made provided that no such offer shall be open
for acceptance after the earlier of the 10th anniversary of the date
of adoption or the termination of Scheme or the participant to
whom such offer is made has ceased to be a participant.

A non-refundable nominal consideration of HK$1.00 is payable
by the grantee upon acceptance of an option. An option shall
be deemed to have been accepted when the duplicate letter
comprising acceptance of the option duly signed by the participant
together with the said consideration of HK$1.00 is received by
the Company. The exercise price is determined by the board of
directors at its absolute discretion but in any event will not be less
than the higher of (i) the closing price of the shares as stated in
the daily quotations sheet of the Stock Exchange on the date of
grant, which must be a business day; (i) the average closing price
of the shares for the five business days immediately preceding the
date of grant; and (iii) the nominal value of the share on the date of
grant.
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34. SHARE-BASED PAYMENT TRANSACTIONS

(CONTINUED)

Equity-settled share option scheme of the Company:
(continued)

On 14 July 2015, share options to subscribe for 825,000,000
ordinary shares of HK$0.01 each in the share capital of the
Company were granted to certain individuals. During the year,
3,900,000 options (2018: 16,000,000 options) were lapsed,
and as at 31 December 2019, 42,000,000 options remained
outstanding (2018: 45,900,000 options).

On 29 May 2017, share options to subscribe for 729,674,000
ordinary shares of HK$0.01 each in the share capital of the
Company were granted to Mr. Tse, an executive Director and
the chief executive officer. At 31 December 2019 and 2018,
72,967,400 options (after adjustment on share consolidation)
remained outstanding.

Due to the share consolidation in 2017, the exercise price of
the share options granted on 14 July 2015 was adjusted from
HK$0.15 to HK$1.5, whereas the exercise price of share options
granted on 29 May 2017 was adjusted from HK$0.0352 to
HK$0.352.

On 2 November 2017, share options to subscribe for 58,373,970
ordinary shares of HK$0.1 each in the share capital of the
Company were granted to an employee. At 31 December 2019
and 2018, 58,373,970 options remained outstanding.

On 24 May 2018, share options to subscribe for 20,000,000
ordinary shares of HK$0.1 each in the share capital of the
Company were granted to a consultant. At 31 December 2019
and 2018, 20,000,000 options remained outstanding.

On 17 January 2019, share options to subscribe for 730,000,000
ordinary shares of HK$0.01 each in the share capital of the
Company were granted to consultants and certain employees of
the Group. At 31 December 2019, 730,000,000 options remained
outstanding.

34. R X IR 5 (%)

BATRZERGEBRESTS
(#&)
RZZE—RFLA+THMEAB ' ARFM
ETATBREARBEARRBRAS
825,000,000% F X EIE0.01 8T 2 & i
% 2 BER%#E - £ 3,900,00017 i A% 1
(ZZ—/\£F : 16,000,000/ M) B
KUER—_FE—NF+_A=+—8"
42,000,000 BEREMRITECZE—N
1 45,900,00017 BE A% 1) o

R-ZE—+ERA=-+NA - XAEM
MITESRITRASH LERLURE
NA B A 729,674,0000% & I E (E
0.01B Lz LB ERE R2T—
NER-_E—NF+=_A=+—8"
72,967,40015 BE I (BE AR 1D & OHE L A
BIEIARITIE ©

A-Z—tFHNRHOHEH RZZ—H
FrtATHEARL ZBREZITFEEDR
B0 15 THE AT MR -E—
+tFRAZTNBEHZEBREZITE
&R 0.0352/8 L& £0.35278 7T ©

RZE—+tF+—A=ZH  AQFMA
—ZREREBEAUREARRRBRAF
58,373,970 B AR I {H0.1/8 7T 2 T Ak
ZHERE R E-NFRZE—N\F
+=-—HA=+—H - 58,373,97017 B i #&
IARITEE ©

R-E—NERA-+MNA  REAAD
A) B # 20,000,000 & B 0.1 7 T A
Bl CEREERT —2EM -KRZ-F%
—NWErR—FE—-NF+_A=+—8H"
20,000,00017 fEARFE D AR TE ©

RZZE—NF—A++tH  REARQF
% ZX 1 730,000,0008% & %0.018 ;LAY I
BREREBEERTE TERRAER
HNETEE N-ZE—hE+-A=+
—H » 730,000,00017 EE AL AE I ARITIE ©
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34. SHARE-BASED PAYMENT TRANSACTIONS M. B IRS (&)
(CONTINUED)

Equity-settled share option scheme of the Company:
(continued)

Details of specific categories of options are as follows:

RARZERGEBRESTS
(1)
PEARAE Y BRI T

Option granted on 14 July 2015 RIZE-—AF+tATHAREZERE

Exercise Fair value
Vesting Vesting Exercisable Exercise price at grant date
Grantee proportion period period price (adjusted) (adjusted)
RELBEHZ
e AYE
RRA BELE HBEH Ggcd EE (RRE®B) (ERE)
HKS HKS HK$
BT o BT
Directors 17% N/A 14 July 2015 to 0.15 1.5 0.815
13 July 2025
= NEm —IFELATHRE
_7_£$tﬂ+ =
Directors 17% 14 July 2015 to 14 July 2016 to 0.15 1.5 0.831
13 July 2016 13 July 2025
=% ﬁitﬂ+@ﬁi - FtATEAEZE
—E-"EtA+=H “ECRFtEAT=H
Senior Management & 9% N/A 14 July 2015 to 0.15 1.5 0.453
Employees 13 July 2025
aRERERES NEA —IFEtLATHRE
_7_£$tﬂ+ H
Senior Management & 9% 14 July 2015 to 14 July 2016 to 0.15 1.5 0.575
Employees 13 July 2016 13 July 2025
SRERERES —hE+tA+HAZE ZEF-AEtATEAZE
—“E—X%+A+=H “E-R%+A+=H
The Lender 1% N/A 14 July 2015 to 0.15 15 1.051
13 July 2025
EHA NEA —hFELATHRE
_7_£$tﬂ+ =
The Lender 1% 14 July 2015 to 14 July 2016 to 0.15 1.5 1.051
13 July 2016 13 July 2025
EHA ﬁitﬂ+@5i 2 NFtATHEAEE
“E-REtLAT=R ZERFtAT=H
Employees 46% N/A 14 July 2015 to 0.15 1.5 0.453
13 July 2025
EE MER “E-AFtATHmAEE
ZZCRFtAT=H
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

34. SHARE-BASED PAYMENT TRANSACTIONS M. BRPXZAREZ (&)
(CONTINUED)
Equity-settled share option scheme of the Company: BATRZERGEBRESTS
(continued) (#&)
Details of specific categories of options are as follows: (continued) B ARBERFFBOT - (B)
Option granted on 29 May 2017 R-ZZE—tHFHEA-tHAAREZ
BB
Exercise Fair value
Vesting Vesting Exercisable Exercise price atgrant date
Grantee proportion period period price  (adjusted) (adjusted)
RELBEHZ
TEE AVE
ERA BELE BES 76 EE (RR®R) (KRE)
HKS HKS HK$S
BT BT BT
Director and chief 33.33% Immediately vested 29 May 2017 to 0.0352 0.352 0.192
executive officer 28 May 2027
EERTIMES ks ZE—+FRAZTHNRZE
“E-tFRAZTNH
33.33% 29 May 2017 to 29 May 2018 to 0.0352 0.352 0.192
28 May 2018 28 May 2027
“E—+EFA-TNARE —E-\FRA-tNHEZE
“E-N\FRAZ+NR ZE-tFRA-T/\H
33.33% 29 May 2017 to 29 May 2019 to 0.0352 0.352 0.196

28 May 2019 28 May 2027
ZE—+FRA-tNBEE ZE-AFERA-THBEZE
—E-AFERAZHNR Z—E-tHERA-T/\A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

34. SHARE-BASED PAYMENT TRANSACTIONS

(CONTINUED)

Equity-settled share option scheme of the Company:

(continued)

Details of specific categories of options are as follows: (continued)

Option granted on 2 November 2017

Grantee

ERA

Employee

E&

Vesting
proportion

BELH

33.33%

33.33%

33.33%

Vesting
period

BEH

2 November 2017 to
1 May 2018
—T—t5+—-AZHZE
—F-\¥1H-H

2 November 2017 to
1 May 2019
—2-tF+-A=RE
“Z-NFRA-H

2 November 2017 to
1 May 2020
“T-t5+-AZHE
“Z-TFRA-R
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34. R IR 5 (%)

KRRz EREERBRETSE
(%)
Rz RRBRFHBNT - (8

R-IEBE—t+tFE+—A-HARHZERE

Exercise Fair value
Exercisable Exercise price at grant date
period price (adjusted) (adjusted)
REHAHZ
e AFE
T EE  (RRB) (ERE)
HKS HKS HK$
BT BT BT
2 May 2018 to 0.368 N/A 0.11292
1 November 2027
“T-\F¥RAZHZ MNER
“E-tE+—A-A
2 May 2019 to 0.368 N/A 0.12552
1 November 2027
“E-NFERAZRE NEA
b e =
2 May 2020 to 0.368 N/A 0.13761
1 November 2027
—Z-TFRAZRE iR

o ey l=



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE MRS R R M aE
For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

34. SHARE-BASED PAYMENT TRANSACTIONS M. RN S (&)

(CONTINUED)
Equity-settled share option scheme of the Company: RARzEREEBRESTE
(continued) (#&)

Rz RBBRFHBNT - (8

Details of specific categories of options are as follows: (continued)

Option granted on 24 May 2018 RZZE-N\FHEA-+TNAREZBRE

Consultant 50.00% Immediately vested 24 May 2018 to 0.35 N/A 0.08127
23 May 2028
B lSE= ZE-N\FRAZTHEHEE TER
—E-N\ERA-F=H
50.00% 24 May 2018 to 24 May 2019 to 0.35 N/A 0.08315
23 May 2019 23 May 2028
“E-\FHEA-1WNAEEZE —Z-HAFRA-tWHEZE TEA
“E-ANFRA-t+=H —Z-/\FRA-+=H

Option granted on 17 January 2019

R-B-NEF-A+tHERHZBRE

Consultants 20% Immediately vested 17 January 2019 to 0.0544 N/A 0.0131
16 January 2029
R f ERE “E-NF-At+tRE NEA
“E-NF-ATRA
20% 17 January 2019 to 17 January 2020 to 0.0544 N/A 0.0166
16 January 2020 16 January 2029
“Z-NE-A+tRAE —E-ZFE-A++HE TER
ZZZEE-ATRH - hFE-A+AR
Employees 30% Immediately vested 17 January 2019 to 0.0544 N/A 0.0131
16 January 2029
B8 lllsd “E-NE-ATtRZE NEA
ZZ-NF-ATRA
30% 17 January 2019 to 17 January 2020 to 0.0544 N/A 0.0166
16 January 2020 16 January 2029
“T-NE-At++tHE —E-TF-F++EE ik
“EZ2F-A15H “E-NE-ATRAB
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

34. SHARE-BASED PAYMENT TRANSACTIONS

(CONTINUED)

34. R IR 5 (%)

Equity-settled share option scheme of the Company:

(continued)

Details of the share options outstanding during the year are as

follows:

Option granted on 14 July 2015

Option granted on RZZ—hE
14 July 2015 +A+THEA
Rz

Weighted average IEFHTEE
exercise price

Option granted on RZE—1%F
14 July 2015 +A+mA
Kt 2 R

Weighted average IETETRE
exercise price
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Outstanding
at 1 January
2019
R-E-h%F
—-A—H

i RATHE
'000

T4

45,900

Outstanding
at 1 January
2018
RZB-N\F
—A—-H

i RATE
'000

1

61,900

Granted
during
the year

o
'000
T

Granted
during
the year

ERH
‘000
4

Exercised
during
the year

FRATHE
‘000
T3

Exercised
during
the year

EhiT
‘000
4

KRRz EREERBRETSE
(%)
FARMATEBREFBOAT

REZ-AFtATHAREZBRE

Lapsed Outstanding at Exercisable at
during 31 December 31 December
the year 2019 2019
R-B-NF H-F-NF
t=A=t-H t=A=t-H
ERER e RAT6E AFTHE
'000 ‘000 '000
T T TH
(3,900) 42,000 42,000
1.5 1.5 15
Lapsed
during the Outstanding at Exercisable at
year (after 31 December 31 December
adjustment) 2018 2018
RZB-\F RZB-NF
FRE&W t=A=t-B t=A=t+-H
(AEH) i RATE AT
'000 '000 '000
5 T T
(16,000) 45,900 45,900
1.5 1.5 1.5



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE MRS R R M aE
For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

34. SHARE-BASED PAYMENT TRANSACTIONS M. RN S (&)

(CONTINUED)
Equity-settled share option scheme of the Company: RARzEREEBRESTE
(continued) (#&)

FREAITEBREFTOT - (B)

Details of the share options outstanding during the year are as
follows: (continued)

Option granted on 29 May 2017 and 2 November 2017 R-ZBE—+tFEHRA=-T+HIBEK
“E-tF+-AZHRHZERRE

Outstanding at

1 January 2018,
31December ~ Granted  Exercised Forfeited Outstandingat Exercisableat Exercisable at
2018 and during during during 31 December 31 December 31 December

1January2019  theyear  theyear  theyear 2019 2019 2018
R=B-N%
_ﬂ = E .
“E-N\F
t=R=t-H
R=%-1F REB-1F  RB-AF RSB-NF
-A-H t=R=t-B T=A=t-R t=A=t-H
HATE  EREY AR ERRK BR{THE ¥ by
000 000 000 000 000 000 000
T T T ) ) T T
Option granted on 29 May 2017~ W=F—t%1A 72,967 - 72,967 72,967 48,640
ZTABRLZERE
Option granted on 2 November M =ZF—+&+—f=H 58,374 = 58,374 38912 19456
2017 Rt e
Weighted average exercise price ~ AETIS17(FE 0.352 = 0.352 0.352 0.352
ffor option granted on G e
29 May 2017) “thBRkitz
BRENE)
Weighted average exercise price ~~ AIETS17(FE 0.368 = 0.368 0.368 0.368
{for option granted on (BRZZ—t5F+-5
2 November 2017) ZRRLZERENE)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

34. SHARE-BASED PAYMENT TRANSACTIONS M. BHINARS (&)
(CONTINUED)
Equity-settled share option scheme of the Company: RATZERGEEBRESTS
(continued) (&)

Details of the share options outstanding during the year are as
follows: (continued)

Option granted on 24 May 2018

FREARITEBEREFTNOT - (&)

REZZB-NFHA-tHARHZ
fBRAE

Outstanding at
31 December
2018,

1 January 2019

Outstanding Granted  Exercised  Forfeited and Exercisableat  Exercisable at

at 1 January during during
2018 the year the year

RZE-NE
-f-A
AR FARY  ERAR
'000 '000 000
T T T
Option granted on 24 May 2018 =% \ERA - 20,000 =
ZTRARL 2 EE
Weighted average exercise price  JIEF LT B = 0.3 =

Option granted on 17 January 2019

Outstanding Granted
at 1 January during
2019 the year

RZZ-1%
-A-8
WATE  ERER
'000 000
) )
Option granted on 17 January 2019 RZB-NE-RTtARILZ = 730,000
IR
Weighted average exercise price METHEE = 0.0544

The estimated fair value of share options granted on 24 May 2018
and 17 January 2019 were approximately HK$1,644,000 and
approximately HK$10,835,000 respectively. The weighted average
remaining contractual life is 8.44 years (2018: 8.08 years).

The Group recognised the total share-based payment expense
of approximately HK$13,285,000 (2018: approximately
HK$8,147,000) for the year ended 31 December 2019 in relation
to share options granted by the Company.
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during 31 December 31 December 31 December
the year 2019 2019 2018

RZE-NE
tZA=1t-8"
ZE-NE
-A-BkK
ZE-AE WCE-AE 0 BCE-NE
tZB=+-B fZB=t-R T=ZA=1-H

ERR HAR{TE 378 57

000 ‘000 ‘000 000
Th T T T
- 20,000 20,000 10,000
- 0.35 0.35 0.35

REB-NF-ATtARHZBRE

Exercised Forfeited Outstandingat Exercisable at
during during 31 December 31 December
the year the year 2019 2019
RZZB-7F RZB-AF

tZA=t-B tzA=t-8

ERfiE ERRN HATE ¥l
000 000 000 000
o i) i)

- - 730,000 365,000
- - 0.0644 0.0644

R-ZE-N\ERA-_t+HNAR=-ZT—
NF—AT+tHEHEE ZERE 2 HEF
NEEDRIHE1,644,0008 7T B4
10,835,000/8 7T ° MNEFHB T ELOF
Hi58.44F (ZZF— )\ : 8.08%F) °

REZEZZE—NF+ZA=+—HILEHF
€ AEBRARRRE ZBERERER
&N (D S S B S2 #913,285,000/8 T (= &
— )\4F : #98,147,000&7T) °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

34. SHARE-BASED PAYMENT TRANSACTIONS 3. B IRS (8
(CONTINUED)
Equity-settled share option scheme of the Company: RARzEREEBRESTE
(continued) (#&)
These fair values were calculated using The Black-Scholes pricing ZENFEDNERMAER - B RATEIE
model with Binomial Tree method. The inputs into the model were EEEN R -IEABREEBETE - 18
as follows: R ANBEOT
Options Options
granted on granted on

24 May 2018 17 January 2019
R=B-N\F R=B-hF
EA=tMWmA —RA+tA
Rz iBRE Rz ERE

Weighted average share price MELHRE HK$0.2875 7T HK$0.0497 7T
Exercise price 178 HK$0.35/% 7T HK$0.05447% 7T
Expected volatility BHKE 39.28% 54.36%
Expected life TRHAE 10.01 years? 10 yearsE
Risk-free rate ERBAIX 2.2141% 2.0282%
Expected dividend yield RHRE® 0% 0%
Suboptimal factor VRS

Directors £ N/ATE A N/ATE A
Senior management and employees SREEERES N/AT & 2.2
Consultants B 15 2.2
Expected volatility was determined by using the historical volatility TEHUR B IR AN R R R BN K F 2 B
of the Company’s share price over the previous year. The SEORIBREE o EAMA cBAFEHE R
expected life used in the model has been adjusted, based on BEBE c&EMET - AT ATeEzEN -
management’s best estimate, for the effects of non-transferability, TERBIRITRAER ZZEEHAE -

exercise restrictions and behavioural considerations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

35.STATEMENT OF FINANCIAL POSITION OF 35. & A BRI B AR R

THE COMPANY

2019 2018
—E-hF —N\FE
Notes HK$’000 HK$’000
P 5T FExT FHET
Non-current assets IREBEE
Property, plant and equipment VI - BB KRS 5,857 69
Investments in subsidiaries REBRAZKRE = 390
5,857 459
Current assets REBEE
Other receivables H Ath fE Y5k I8 8,100 8,350
Amounts due from subsidiaries FEUL BT I 1~ &) R IE @) 5,207,013 5,496,946
Amount due from a director R —REEZFIR 195 4
Derivative component of ARBREREEZ
convertible loan notes PTETEREE D 28,719 7,356
Bank balances and cash RITHEB MRS 1,683 196
5,245,710 5,512,852
Current liabilities REBEE
Other payables H A FRIE 9,138 9,008
Amounts due to subsidiaries JEAH B B A B) kI8 @) 57,852 1,477
Amount due to a director BN —RESZFA 13,108 14,508
Other borrowings HMEE 23,202 14,101
Liabilities component of RREREE 2
convertible loan notes BEHS 660,722 =
Derivative component of TR EREEZ
convertible loan notes PTETEREHS 850 2,330
Lease liabilities HEAE 4,276 =
769,148 41,424
Net current assets REBEEFE 4,476,562 5,471,428
Total assets less current EEHERARBES
liabilities 4,482,419 5,471,887
Capital and reserves EARR#HE
Share capital A& 7 87,732 73,110
Reserves s (©) 4,367,370 4,741,210
Total equity EREEE 4,455,102 4,814,320
Non-current liabilities kRBEE
Amount due to a related JE — BB R R FIE
company (b) 25,636 15,888
Liabilities component of ARBREREE 2 BEHD
convertible loan notes - 641,679
Lease liabilities HEAE 1,681 =
27,317 657,567
4,482,419 5,471,887
Note: The Company has initially applied HKFRS 16 at 1 January 2019 izt : AEBRZZE—NF—A—BUELE

using the modified retrospective approach. Under this approach,
comparative information is not restated. See Note 2.

FIEMABRERE S GERELER
FE165R o RIFUL X - LR ER AL =
=5 o BIFE2 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2019 & EZ =%

35.STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (CONTINUED)

(@)

(b)

(c)

Amounts due from/(to) subsidiaries

The amounts are unsecured, non-interest bearing and
repayable on demand. The fair values of the amounts at
the end of the reporting period were approximated to the
corresponding carrying amounts due to their short-term
maturity.

Amount due to a related company

A related company of the Company had confirmed
that the amount due by the Company of approximately
HK$15,888,000 was extended for 18 months as at 31
December 2018. In regard of this arrangement, the balance
as at 31 December 2018 was unsecured, interest-free
and repayable after one year. Further in 2019, a related
company of the Company had confirmed that it shall not
demand settlement of the amount due by the Company of
approximately HK$25,636,000 before 1 January 2022. In
regard of this arrangement, the balance as at 31 December
2019 was unsecured, interest-free and repayable after one
year.

A ISR MR

—NEFTZA=+—HLFE

35. & 1 7] B B AR &k ()

(@)

(b)

FEWL (4) B B 2 R FIR
ZERAESEER - AFBRAR
ERFEER - ANZFERENEH
AEH > MERBEHRZAFE
HEEEERS

P —RRE A R FIE
AAR—HBEEAREHER  R=
T—N\FE+-_A=+—H KAQF
@H%Emw8%om%ﬁakﬂ
188 H - iR HME - RZF—
NE+=ZA=+— Emm%%ﬁﬁ
B PEFERAR—FREE - It
Gh RZE—NF - AR —RHHE
BRRER AR _E_—_F—
B—RAEXREEANEEMRE RN
TEH#925,636,000/ 7T ° FLAZHEM
T RZE-hF+=ZA=+—H
ma%ﬁﬂﬁﬁ TEt B RBR—
FiaER

Reserves (c) &
Share Contributed Share options Other Accumulated
premium surplus reserve reserve losses Total
R EE BABSR BRERH Hitfd e - @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR T THL THL THL THL
At 1 January 2018 —Z-\&-A-H 8,874,292 458,561 87,109 - (5555,628) 3,864,334
Profit for the year FEEF - = = = 127,672 127,672
Recognition of share-based ~~ BRRMHZHEX
payment expense - - 8,147 - - 8,147
Conversion of convertible loan AT EREZZE
notes 8,672 - - - - 8,672
Share reduction BinElR - 657,993 = = = 657,993
Deemed contribution from RIE—BRFEE
a shareholder - - - 74,492 - 74,492
At31December 2018and  MZF—-N\&
1 January 2019 +-R=+-8k
—Z-nE-A-H 8,882,864 1,116,554 95,256 74492 (6,427956) 4,741,210
Loss for the year ERER - - - - (430,673 (430,679)
Recognition of share-based ~ BRRH THFEX
payment expense - - 13,285 - - 13,285
Placing of new ordinary shares B2 & #1 & & % 43,548 - - - = 43,548
At 31 December 2019 RZZ- n¢
+ZA= 8,926,412 1,116,554 108,541 74492 (5,858,629) 4,367,370
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR M EE

For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

36. FINANCIAL INSTRUMENTS

(a)

(b)

Categories of financial instruments

36. ERTH
@ EMIAZHE

2019 2018
—E-NF —ET-N\F
HK$’000 HK$'000
FEx FHET
Financial assets SRMEE
Financial assets at amortised cost REEKAFTEC 2B E 134,380 218,162
Derivative financial instruments TEemIT A 28,719 7,356
Financial liabilities cRBEE
Amortised cost B SHA AR 6,886,640 6,591,644
Derivative financial instruments PTEEMIA 850 2,330

Financial risk management objectives and policies
The Group’s major financial instruments include bills
receivables, trade and other receivables, refundable deposits,
amount due from related companies, amounts due from
directors, bank balances and cash, trade and other payables,
amount due to a director, liabilities and derivative components
of convertible loan notes, other borrowings, amounts due
to related companies, leases liabilities and amounts due to
non-controlling interests holders. Details of these financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments include market risk
(currency risk and interest rate risk), credit risk and liquidity
risk. The policies on how to mitigate these risks are set
out below. The management manages and monitors these
exposures to ensure appropriate measures are implemented
on a timely and effective manner.
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(b) R EEREBBERBE

AEBZIESRTABRERSR
B B REMEWRE - AR
BRE  RURBEEQFFE  EW
E=3E ROEKLEZ  EH
REMENKIR BN —REER
A ABRRERERZBERITE
TR  HMEE  BNEBER
BIFR - HERBRENIFERE
SRAATE RFERMITAZH
BB EARE - BZE R
TREERzARBREMSRAREE
R RAEmERE)  EERR MR
BETRAR - BEZFRRIEER
N T - EEEEEREEZS
Rk - AR REBBHMRIVEES 15
i e



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

36. FINANCIAL INSTRUMENTS (CONTINUED)
(b) Financial risk management objectives and policies

(continued)

Market risk

Currency risk

Certain financial assets are denominated in currencies
other than the functional currency of the respective group
companies.

The following table shows the Group’s exposure at the end of
the reporting period to currency risk arising from transactions
or recognised assets or liabilities denominated in a currency
(HK$ and US$) other than the functional currency of the entity
to which they relate.

36. £ &L T A (&)

(b) BAEEE P B B AR R BUR ()
5 kg
B E R

ETERMEENSERARZ AR
BB EHEEHE

TRERASER &R E RS
NEBRBNEEREIIINZEE(E
TTRETFEZRHRCHEREE
KEBEMEEZERER

2019 2018
—B-NEF —E-N\F
HK$°000 HK$’000
FER FHET
Assets EE
- USs$ —7T 62,562 72,836
Liabilities 8E&
- HK$ —ABTT 52,826 52,826
- Us$ —%7T 283,427 310,527
336,253 363,353

The Group currently does not have a foreign currency hedging
policy. However, the management monitors foreign exchange
exposure and will consider hedging significant foreign
currency exposure should the need arise.

Sensitivity analysis

As at 31 December 2019, assets and liabilities denominated
in US$ arise mainly from entities with functional currency of
HK$ (2018: HKS). For the sensitivity analysis related to the
currency risk of US$, as HK$ is pegged to US$, management
considered the foreign currency risk exposure to these US$
assets and liabilities is insignificant.

At as 31 December 2019, the Group is mainly exposed to the
currency of HK$ against RMB (2018: HK$ against RMB) with
insignificant exposure.

AEEBE L EINELPEEK - A
- BEEEEEINERR - FER
FERZEHE BRI ERER

BIBE DT
RZE-AF+-_HA=+—H8" K
I EZEERBETIERMN
BT(ZE—N\F : BR)AYNEE
WeBERMEL -SEXTEER
RERCEREINME - ARE
TTEEXTTHE  REEERRZE
ITEERBERHZINERRE
o

R-E—AF+-A=+—8 &
EEEEEUBETHAARS 2K
BER(ZF—/\F  BLHAR
%) - BEBRLTEA -
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36. FINANCIAL INSTRUMENTS (CONTINUED)
(b) Financial risk management objectives and policies

(continued)

Interest rate risk

The Group is exposed to fair value interest rate risk in relation
to fixed-rate amounts due to non-controlling interests holders
(Note 24) and convertible loan notes (see Note 25).

The Group currently does not have an interest rate hedging
policy. However, the management monitors interest rate
exposure and will consider hedging significant interest rate
exposure should the need arise.

Credit risk

Credit risk refers to the risk that a counterparty will default
on its contractual obligations resulting in financial loss to
the Group. At the end of the reporting period, the Group’s
maximum exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an obligation
by the counterparties arises from the carrying amount of
the respective recognised financial assets as stated in the
consolidated statement of financial position.

The Group is exposed to concentration of credit risk at 31
December 2019 on trade receivables from the Group’s top
five major debtors amounting approximately to 100% (2018:
100%) of the Group’s total trade receivables.

In order to minimise credit risk, the Group has delegated
its finance team to develop and maintain the Group’s
credit risk grading to categorise exposures according
to their degree of risk of default. The finance team uses
publicly available financial information and the Group’s own
historical repayment records to rate its major customers and
debtors. The Group’s exposure and the credit ratings of its
counterparties are continuously monitored and the aggregate
value of transactions concluded is spread amongst approved
counterparties.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

36. FINANCIAL INSTRUMENTS (CONTINUED)
(b) Financial risk management objectives and policies
(continued)

A ISR MR

For the year ended 31 December 2019 HEZ—ZE—NF+-_A=+—HIFE

36. €@ T A (%)
(b) BAEEE P B B AR R BUR ()

Credit risk (continued) EEE R (&)
The Group’s current credit risk grading framework comprises REBEEBAWEERBRTRIELE
the following categories: ETHIEER -

Category Description Basis for recognising ECL
Ehl B BRAAHCEBRIESE
Performing The counterparty has a low risk of default and does not  12m ECL
have any past-due amounts
R#f HFHELHRBRIE - BEF(EEHRKIE 1218 AR EREE EE
Doubtful There has been a significant increase in credit risk since  Lifetime ECL — not credit-
initial recognition impaired
RAR B Y] HESR R 15 B R B K M 15 A0 BEFEPRNTEREEEE -
W IEEERE
In default There is evidence indicating the asset is credit impaired  Lifetime ECL — credit impaired
EBAN BEBRAEELEERE BEFEHNEHREREESE -
SERE
Write-off There is evidence indicating that the debtor is in severe ~ Amount is written off
financial difficulty and the Group has no realistic
prospect of recovery
i sH EEBRABBARNEEVERBELAEEERE  FUARMIH
1 [B] 78 BA
For trade receivables, the Group has applied the simplified RESEWRFEMS ' ~EEEE

approach in HKFRS 9 to measure the loss allowance at
lifetime ECL. The Group determines the ECL on these items
by using a provision matrix, estimated based on historical
credit loss experience based on the past default experience
of the debtor, general economic conditions of the industry in
which the debtors operate and an assessment of both the
current as well as the forecast direction of conditions at the
reporting date. To measure the expected credit losses, trade
receivables have been grouped based on shared credit risk
characteristics (including high risk, normal risk and low risk
type).

REBMBERE LR EIR 2 ELE
AR EREEFEYNENER
BENERRE AREEBER
REEEEEZETRE ZENEE
BiE - REEFANBEENER
MBREEEBRLRMA  BBA
G PTIETT R A — RGO & 8
Rk E B HI B AT R TR EIOR B0 RT A
fhat - R EFEHIEERE 25
RUEFBECREAZTEERRER
PR(BERR - —KRERRER

BRIREL) -
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36. FINANCIAL INSTRUMENTS (CONTINUED)
(b) Financial risk management objectives and policies

(continued)

Credit risk (continued)

Based on ECL assessment, the credit exposures for trade
receivables, other receivables, and amounts due from related
companies and directors are considered as performing under
the Group’s current credit risk grading framework because
the counterparties have a low risk of default and does not
have material past-due amounts. During the year ended 31
December 2019, loss allowance provision of approximately
HK$9,149,000 (2018: Nil) for other debtor was recognised.

The Group sets different categories for customers settling
with bills according to internal credit rating assessment. The
Group does not accept bills from customers with low credit
rating.

Bank balances

The credit risks on bank balances are limited because the
counterparties are banks with high credit ratings assigned by
credit-rating agencies.

Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows.

As at 31 December 2019, the Group had net current liabilities
of approximately HK$2,257,817,000 (2018: approximately
HK$1,046,921,000) and net liabilities of approximately
HK$902,035,000 (2018: net assets of approximately
HK$236,863,000). The Directors have given careful
consideration on the measures currently undertaken in
respect of the Group’s liquidity position. As detailed in Note 1
to the consolidated financial statements, the Directors believe
that the Company will be able to operate as a going concern.
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RITEHRZEERRAR By
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

36. FINANCIAL INSTRUMENTS (CONTINUED) 36. £/ T A (&)
(b) Financial risk management objectives and policies (b) BiiEE B EE B ERBUR ()

(continued)
Liquidity risk (continued) MEEZE R (E)
The following table details the Group’s remaining contractual TRZHEEXRPFIANERIENT
maturity for its non-derivative financial liabilities based on the EEBMBEHRTEHNIEBR -
agreed repayment terms. The table has been drawn up based ZERBEBEAEERTAIHERMAR
on the undiscounted cash flows of financial liabilities based on BffZemAaGE s RMBERSRE
the earliest date on which the Group can be required to pay. mE o RPBIEFBERASEESR
The table includes both interest and principal cash flows. =i
Liquidity risk tables B EwE RS &

Within More than More than

1 year {yearbut  2years but Total Carrying
oron less than less than More than  undiscounted amount at
demand 2years 5years 5years  cashflows 31 December
AER R+=A

Ak —FH)L MENLL RenE =t-H
EEX EREER  BRIER BEHRE a8 ZEHEfE

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
TATL TAL TAL TATL TAL TAL

2019 —I-NE
Non-derivative financial liabilities ~ T ¢ RAE
Trade and other payables EHRAMENTE 558,846 = 508,478 - 1,067,324 1,067,324
Amount due to a director Ef—REZHE 13,108 = = o 13,108 13,108
Other borrowings Efpfe s 23,429 = = = 23,429 23,202
Amounts due to related companies [ EE A AIFUE o - 159,576 - 159,576 159,576
Amounts due to non-controling R ER

interests holders BEAZE 1,137,375 4,076,692 = - 5214067 4,933,674
Liabiity components of convertble ~~ AIEREH S

loan notes aEHn 730,229 = = = 730,229 660,722
Lease liabillies HERE 11,315 8,443 8,136 16,462 44,356 20,034

2474302 4,085,135 676,190 16462 7,252,080 6,386,640

2018 —Z-)\&
Non-derivative financial liabilities ~ T ¢RAR
Trade and other payables BHREMERFE 581,921 423590 = - 1,005511 1,005,511
Amount due to a director EN-ZEEFE 14,508 = = = 14,508 14,508
Other borrowings Effe g 14,101 = = = 14,101 14,101
Amounts due to related companies  EENEE A AIFE = 148,742 = = 148742 148742
Amounts due o non-controling fiEERER

interests holders BEAFE 706,633 679866 4,006,149 - 530648 4730508
Liability components of convertible ~ AHAREHEE 2

loan notes U 25,350 861,563 = = 886,913 641,679
Obligation under finance leases BEMERT 2R 41215 16 338 = 41,669 36,595

1383728 2113877 4,006,487 - 7504092 6591644
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36. FINANCIAL INSTRUMENTS (CONTINUED)
(b) Financial risk management objectives and policies

(continued)

Fair value

The Directors consider that the carrying amounts of current
financial assets and current financial liabilities recorded at
amortised cost approximate their fair values due to their
immediate or short-term maturities.

The Directors also consider that the fair values of the long-
term portion of financial liabilities approximates to their
carrying amounts.

The fair value of financial assets and financial liabilities is
determined in accordance with generally accepted pricing
models based on discounted cash flow analysis.

Derivative component of convertible loan notes

The fair value of the derivative component of convertible loan
notes is determined by the inputs to Black-Scholes model
with trinomial tree method including spot price, risk-free rate,
expected option period and expected volatility. Please refer to
Note 25 for the details of the inputs.

Fair value measurements recognised in the consolidated
statement of financial position

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on
the degree to which the fair value is observable.

e |evel 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical
assets or liabilities.

e | evel 2 fair value measurements are those derived from
inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A ISR MR

For the year ended 31 December 2019 HEZ—ZE—NF+-_A=+—HIFE

36. FINANCIAL INSTRUMENTS (CONTINUED)
(b) Financial risk management objectives and policies

(continued)

Fair value (continued)

Fair value measurements recognised in the consolidated

staternent of financial position (continueq)

e Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset or
liability that are not based on observable market data
(unobservable inputs).

There were no transfers among level 1, 2 and 3 in the current
and prior year.

36. €@ T A (%)
(b) BAEEE P B B AR R BUR ()

AT ()
REARBNRERRL AVE
32 ()

s FZEAVEFEERMGEER
M (BRELFFEERAIBRTS
BB EEIRBRABE(
AERBARR)EH -

REAFERBEFE - £— —K
—EHEAEER -

R-ZE—NFN_ZE—N\F+_A
=+—H B—RAFEFEZS
BMTAAUBBRERZERZTET

As at 31 December 2019 and 2018, the only financial
instruments measured at fair value was the derivative
component of convertible loan notes which belongs to level 3

financial instruments. Afn  BREZELmIA-
Fair value
Financial instrument Fair value as at hierarchy Valuation techniques and significant key or unobservable inputs

$RIE RT5IRS2ATE LYERE
Derivative component of 311212019 311212018
convertiole loan notes

fEERIRTERRATTERGARE

TARERSEL Z2-nE 2N\E
fiETEHA tZA=t-A +ZA=1-H
HK$'000 HK$'000
ThR T
~Financial liabilties (850) (2,330)  Level3 Valuation techniue; Black-Scholes model with trinomial tree method
-2HAR %R FIEGUR T - ERE R R R AR R B
Key observable inputs:
BRUBRGANE:
Risk-free rate (without extension) ~ 1.93%1.96% (20 8:1.70%)
ERBRAR(MELR) 1.93%%1.96%(=F—\F : 1.70%)
Risk-free rate (with extension) ~ 1.66% (2018: 1.76%)
BRI (ELR) 166%(=F—/\F : 1.76%)
Spot price HK$0.027 (2018: HK$0.042)
RERE 0027 AT (ZE-N\E - 0.042%TT)
- Financial assets 28,719 7,356 Level8 Volatiity 37.58%-42.21 %(20 8:51.24%-56.16%) (Note i)
-oREE £-E i 37.58%242.21%(ZF )\ : 51.24%256.16%)
Uik
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

36. FINANCIAL INSTRUMENTS (CONTINUED) 36. & @ T A (&)

(b) Financial risk management objectives and policies

(continued)
Fair value (continued)
Fair value measurements recognised in the consolidated

staternent of financial position (continueq)
Notes:

i) Anincrease in the volatility used in isolation would result in
an increase in the fair value measurement of the derivative
component of convertible loan notes classified as financial
liabilities and financial assets, and vice versa. A 10% increase or
decrease in the volatility with all other variables constant, the fair
value of derivative component of convertible loan notes classified
as financial liabilities and financial assets at 31 December 2019
and 2018 would not have material change.

Please refer to Note 25 for the reconciliation of Level 3 fair
value measurements.

Valuation process

Some of the Group’s assets and liabilities are measured at
fair value for financial reporting purposes. The appropriate
valuation techniques and inputs for the fair value
measurements are determined by the Directors and the
independent qualified valuer.

In estimating the fair value of an asset or a liability, the Group
uses market-observable data to the extent it is available.
Where Level 1 inputs are not available, the Group engages
independent qualified valuer to perform the valuation. The
Directors work closely with the independent qualified valuer to
establish the appropriate valuation techniques and inputs to
the model. The Directors will review the cause of fluctuations
in fair value of the assets and liabilities semi-annually.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR MR

For the year ended 31 December 2019 HEZ—ZE—NF+-_A=+—HIFE

37.INVESTMENTS IN SUBSIDIARIES

At the end of the reporting period, the Company has interests in
the following principal subsidiaries:

Company

o

Held directly:

BERE:

Guang Cheng Group Limited
BHEEERAA

Sanmu Investment Holdings Limited

SARERRARAR

Technology Venture Investments Limited

Held indirectly:
RS :
Bilion Zone Development Limited

KEERARRA

Hong Kong OEPC Limite
BRERERRLERAR

North Asia Financial Investment
Holdings Limited
IEERRERRERAA

Lexing Holdings Limited
SRRARAA

Sky Rainbow Ventures Limited
RIARERAF

Technology Venture (Software)
Holdings Limited

Parkson Global Investments Limited

BRRIRAARAR

(Green Leader Starch Food First
Factory Co., Ltd.

Place of

incorporation Particulars of

and kind of
legal entity
MRS
LEAER
£l

B
REBRATE

B
RBRATE

B
RBRATE

Hong Kong'
Hong Kong'
&%

Hong Kong'
&%

B
RBRATE

B
RBRATS

B
RBRAEE

Samoa'

EED

Cambodia’

%58

paid-up share/
registered capital

BaRH/Hh
ERZif

USst
1%

Usst
9

US$1,000
1000%7

HK$10,000
10000%7

HK$2
ZET

HKS
137

USst
9

USst
e

US$1,000
1000%7

USst
9

US$6,000,000
6,000,000%7C

Class of
shares held

kGRS

Ordinary
e

Ordinary
e

Ordinary
e

Ordinary
£

Ordinary
£

Ordinary
£

Ordinary
e

Ordinary
e
Ordinary
e
Ordinary
e

Registered Capital
Filljee

. RHMEBARIZRE
A
Proportion of Proportion of voting power
ownership interest held by the Company
FRERELH ARAFEREELS
2019 2018 2019 2018
e S S L =
% % % %
100 100 100 100
100 100 100 100
100 100 100 100
100 100 100 100
100 100 100 100
100 100 100 100
100 100 100 100
100 100 100 100
100 100 100 100
100 100 100 100
N/A 100 N/A 100
TER TER

RBERR  ARBRTIEEZME R

Principal activities

IERH

Investment holding
RERR

Investment halding
RERR

Investment holding
RERR

Investment holding

REZR

Investment holding

REZR

Investment holding

REZR

Investment halding
RERR

Investment halding
RERR

Investment halding
RERR

Investment holding
RERR

Disposed of in 2019 (2018:
Processing of cassava starch
for sales)

RZZ-NEHE
(ZB-NE: MIAERH
HEHE)
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37.INVESTMENTS IN SUBSIDIARIES (CONTINUED)  37. AM B A 3~ 85 ()

At the end of the reporting period, the Company has interests in RIERR - KRR THEENB A
the following principal subsidiaries: (continued) AERER  (B)
Place of
incorporation  Particulars of
and kind of  paid-up share/ Class of Proportion of Proportion of voting power
Company legal entity  registered capital ~ shares held ownership interest held by the Company Principal activities
AL
REARE  BARSH/2R
27 £ BRZHE ik RAER FEREERLE ARAMERERLA  FEER
2019 2018 2019 2018
20 ZZ-\E ZB-AE 3%
% % % %

Held indirectly: (continued)

BERE: (8

Seasonal Global Investment Co., Ltd. Cambooi2 ~ US§10,000,000 Registered Capital 100 100 100 100 Cultivation and processing of
R 10,000,000%7 AR cassava starch for sale
BERMIAZRANEHE
Bolong® The PRC! RMB23,924,200 Registered Capital 49 49 56 56 Coal mine development
ik hE ARER04200 AR BER
Fuchang® The PRC! RMB2,000,000 Registered Capital 34 3 56 56 Coal mining and sales of coking
&E EP AR 2,000,000 ifEsR coal and other coal products
RRFRAREEERR
EfERER
Jiangxi Jin Chuang Information The PRC! RMB2,000,000 Registered Capital 100 100 100 100 IT service, system integration
Technology Limitedt ® AR¥2,000,000 AR BARERE - Z0EN
TESEIESBNERAT
Jiangxi Hengchuang Energy Investments  The PRC' RMBG0,300,000 Registered Capital 100 100 100 100 Coal trading and new energy
Co,, Ltd* EP AEE60300000  HHEA development
IREEHMRREARAR RRE7 R RR%
Jindin* The PRC! RMB50,080,000 Registered Capital 49 49 56 56 Coal mining and sales of coking
& | AR®50,080000  #HAEX coal and other coal products
BRFRAREEEER
AftERER
Liaoyuan® The PRC! RMB2,000,000 Registered Capital 49 49 56 56 Coal mining and sales of coking
R EP AR 2,000,000 ifEsR coal and other coal products
RRFRAREEERR
AfERER
Shanxi Changtong Energy Share Co., Ltd"  The PRC® RMB100,000,000 Registered Capital 100 100 100 100 Energy development and
i EREEROER AR m AEE100000000  HAEA equipment trading
WERERREE S
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A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE
37. R B A F 2R E (&)

RBERR  ARBRTIEEZME R
AgEARER (B

37.INVESTMENTS IN SUBSIDIARIES (CONTINUED)
At the end of the reporting period, the Company has interests in
the following principal subsidiaries: (continued)

Place of
incorporation  Particulars of
and kind of  paid-up share/ Class of Proportion of
Company legal entity  registered capital ~ shares held ownership interest
AL
LEARE  BARS/EM
27 £ BRZHE FisRHER FEREERLA
2019 2018
“E-pE ZE-%

%

Held indirectly: (continued)

BERE: (B

Shanxi Coal* The PRC' RMB370,000,000 Registered Capital 49

14557 HE AR¥S0000000 AR

Shanxi Green Leader Corporate The PRC! RMB10,000,000 Registered Capital 100
Management Consuftancy Limited? ARE10000000  EBEK

LERELFERANERAT

Shanxi Rulying Investment and The PRC! RMB10,000,000 Registered Capital 100
Management Co,, Lio* i ARE10000000  #fEA

WEREREEEARAR

Taiyuan Zhituo Investment Consultant The PRC' RMB1,100,000 Registered Capital 100
Co, Lid? e AR¥1j00000  EREAR

ARTBEREERERAR

Xinfeng® The PRC' RMB62,000,000 Registered Capital 49

a i AEB62000000 AR

#  English name is for identification purpose only
Although the Group only held 49% of equity in interest in Shanxi Coal,
Jinxin, Bolong, Liaoyuan, Xinfeng and 34% equity in Fuchang, the

Directors concluded that the Group has control over these companies
on the basis as set out in Note 4.

U Limited liability company
2 Private limited company

8 Corporation

None of the subsidiaries had any debt securities outstanding as
at the end of the year or at any time during both years ended 31
December 2019 and 2018.

%

49

100

100

100

49

Proportion of voting power
held by the Company Principal activities

ARARERERLE  IERE

2019 2018
50 Z3)\E
% %
56 56 Coal operating and trading
RREHRES
100 100 [T senvice, system integration,
sales of equipments and
services
BAMBIRE - Zo%H - 48
R R
100 100 Investment holding
REER
100 100 Investment holding
RERR
56 56 Coal mine development
RERE
EXETHIEHBS

BEASEESBLUARK  £%8 0
B ERRBEZAONBEUAREEZ
B4%MIE - MEERA - WIRKI T4
HE  KERHAZERR)ZEHHE
BREERF

TLABRATR]

Bt i 2 ]

BRI 2 R R (E T 0 4R 4 B SR
EZFNFRZF-NF+ZA=+
— B LE B 6 [ A AR B ) 1 R AR 2 1R
MBS -
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For the year ended 31 December 2019 HE T —NF+_-_A=+—HIFE

37.INVESTMENTS IN SUBSIDIARIES (CONTINUED)

Details of non-wholly owned subsidiaries that have material non-

controlling interests:

The table below shows details of non-wholly-owned subsidiaries

37. R B RZIRE ()
FEERFERERZIFZENB AR

RS

TREINFEERFER SR 2 ANEE

of the Group that have material non-controlling interests: FEEMBRATFE
Proportion of
ownership Voting power Loss
Place of incorporation interest held by held by the allocated to Accumulated
and principal place of  non-controlling non-controlling non-controlling non-controlling
Name of the subsidiary business interests interests interests interests
FERER PEF
1R B 3 3 B KR REZEER FERERE  FEREZRZ
WEAREE TEEENH BRELE  REZREE B RFERER
HK$'000 HK$'000
FHET THx
2019
—E-NE
Shanxi Coal and its subsidiaries The PRC 51% 44% (509,041) 1,552,400
Ticfes, A4 I
2018
—E-N\F
Shanxi Coal and its subsidiaries The PRC 51% 44% (1,300,815) 2,085,640
WP R EL KB 2 A FE

As at 31 December 2019 and 2018, the Group has only 49%
ownership in Shanxi Coal, the Directors concluded that the Group
has control over Shanxi Coal on the basis set out in Note 4. The
51% ownership interests in Shanxi Coal are owned by Shanxi
Coal Transportation and Sales Group Co., Ltd* (41%) and L 75 8¢
BREFXEEBREETAR (10%).

# English name is for identification purpose only
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A ISR MR

For the year ended 31 December 2019 HE—ZT—NWF+_A=+—HILFE

37. R BA R ZIRE ()
AEBARERFERERZHE AR
ZHBEMREZINMT » Nl 255
EXBZREEREENSHE -

37.INVESTMENTS IN SUBSIDIARIES (CONTINUED)
Summarised financial information in respect of the Group’s
subsidiaries that has material non-controlling interests is set out
below. The summarised financial information below represents
amounts before intra-group eliminations.

Shanxi Coal and its subsidiaries 2019 2018
WP R & EL M A —E-NEF —E-N\F
HK$’000 HK$'000
FET FHIT
Current assets MENEE 141,952 225,941
Non-current assets ERBEE 6,992,696 7,755,308
Current liabilities mEafE (1,331,040) (854,936)
Non-current liabilities EmEBAE (5,533,232) (5,953,514)
270,376 1,172,799

Deficit attributable to owners of NATHER AEGEA

the Company (1,282,024) (892,841)
Non-controlling interests IR = 1,552,400 2,065,640

270,376 1,172,799

Revenue WA 944,056 980,902
Expenses > (1,598,943) (1,392,054)
Impairment loss in respect of property, BB - BEREENAR

plant and equipment and HiERk 2 REEE - 558

mining rights, net (496,351) (2,849,702)
Loss for the year FEEE (896,855) (2,516,839)
Loss attributable to owners of RATEE AELEE

the Company (387,815) (1,216,024)
Loss attributable to non-controlling IR R (R B 1R

interests (509,041) (1,300,815)
Loss for the year FEEE (896,856) (2,516,839)
Other comprehensive expense attributable ANA A% A AEGHEMEE

to owners of the Company M (1,368) (78,450)
Other comprehensive expense attributable  JE#7 J% 7 25 FE (5 B b 2 T B %

to non-controlling interests (4,199) (117,099)
Other comprehensive expense for the year FEE M2 HEMA S (5,567) (195,549)
Total comprehensive expense attributable N2 &l A A E(L & E R X £ 58

to owners of the Company (389,183) (1,294,474)
Total comprehensive expense attributable  FF3% A% 1 25 FE 16 2 T8 B 2 4258

to non-controlling interests (513,240) (1,417,914)
Total comprehensive expense for the year € 2 H B Sz 4258 (902,423) (2,712,3898)
Net cash inflow from operating activites &2 /EBIR S RAFE 277,648 315,834
Net cash outflow from investing activites & & /EEIR &R I F 58 (139,594) (237,797)
Net cash outflow from financing activities B2 & /A E)IR & HF 58 (98,622) (85,737)
Net cash inflow/(outflow) BamA/ (i) F8E 39,432 (7,700)
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37.INVESTMENTS IN SUBSIDIARIES (CONTINUED)

Note: The subsidiaries have initially applied HKFRS 16 using the modified
retrospective approach and adjusted the opening balances at 1
January 2019 to recognise additional right-of-use assets and lease
liabilities of approximately HK$22,084,000 relating to leases which
were previously classified as operating leases under HKAS 17.
Under this approach, the comparative information is not restated
(see Note 2).

38. CHARGES ON ASSETS

As at 31 December 2019 and 2018, certain assets were pledged
to secure the 2017 Convertible Loan Notes, including (i) share
charges of entire issued share capital of certain Company’s
subsidiaries; (ii) charges on account receivables from one of
the Group’s debtors with Nil balance with such debtor as at 31
December 2019 (2018: Nil); and (iii) land charges over certain
lands located in Cambodia that to be acquired by the Group.

39. COMPARATIVE FIGURES

The Group has initially applied HKFRS 16 at 1 January 2019
using the modified retrospective approach. Under this approach,
comparative information is not restated. Further details of the
changes in accounting policies are disclosed in Note 2.

40.EVENTS AFTER REPORTING PERIOD

(i) The outbreak of coronavirus and the subsequent quarantine
measures have had a negative impact on the operations of
the Group, as significant part of the Group’s operations are
located in the PRC. The Group had to stop its significant part
of its operating activities since beginning of February 2020
due to mandatory government quarantine and voluntary
measures in an effort to control the spread of the epidemic
and had resumed its operating activities at its full capacity by
mid of March 2020.

Given the dynamic nature of these circumstances, the related
impact on the Group’s consolidated results of operations,
cash flows and financial condition could not be reasonably
estimated at this stage and will be reflected in the Group’s
2020 interim and annual financial statements.
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40.EVENTS AFTER REPORTING PERIOD
(CONTINUED)

(i)

)

As described out in Note 1 to the consolidated financial
statements, the Company entered into the conditional
subscription agreements with independent subscribers in
relation to the Subscription A and the Subscription B. Both
Subscription A and Subscription B were completed on 13
May 2020.

After taking into account the professional fee of HK$150,000
incurred in each of Subscription A and Subscription B,
the net proceeds from Subscription A is approximately
HK$10,192,000, of which HK$9,000,000 will be used for
repayment of indebtedness of the Group while the remaining
proceeds of HK$1,192,000 will be used as general working
capital of the Group. Net proceeds from Subscription B is
approximately HK$25,698,000 and that was set off against
the debts due to the eleven subscribers under Subscription B,
and there is no impact on the Group’s cash flows.

On 25 May 2020, the Company entered into a sale and
purchase agreement (“Acquisition Agreement”) with an
independent third party (the “Vendor”), pursuant to which
the Company has conditionally agreed to purchase and the
Vendor has conditionally agreed to sell 0.56% of the existing
issued share capital of Ocean Resources Int’l Investment
Group Limited (the “Target Company”) at a consideration
of HK$33,522,788 (the “Acquisition Consideration”) by way
of issuing 2,578,676,000 new shares of the Company (the
“Consideration Shares”) at the issue price of HK$0.013 per
Consideration Share. The principal activities of the operating
subsidiaries of the Target Company is exploration and mining
of coal and related materials in the coal mines which are
located in the North Galilee Coal Basin in Central Queensland,
Australia.

(i)

(i)

FANERE WS R M1 P - AR
AR ESHEARRE FIHBEE
REAFTLBGKGRERE - B
EEARRBEEBER _ZE_FF
RA+=B%K

Kt RBEEARREFEBE A
FrEEMEXEAH150,0008 7T -
REETBEANFESRBEEAY
10,192,000/ 7T * HH19,000,000/%
TERAREERNEERER - B8
B FIE 1,192,000/ ST B FEAR £ E
—REEED - RIESBEBHAER
TH 58 A %)25,698,000/8 T+ HfE
NREBEEBE N T —R2RBANE
B HASKBENReRENE

=24
2

R—ZE-_FEFRA=-+HB &
ARE—FZBYE=FTEFDET
vEEHZE(WERZED - Bt -
AR BBRHREKEME S B K
1R Z 1 & Ocean Resources Int’l
Investment Group Limited([ B 122
A DIAEE BT A0.56% © REA
33,622,788 B L ([WHERED - &B
2%772,578,676,0000% A~ A B #T AL 15
(TRERD D 2T EITEAS
AR RABR%1H0.01378 T - BIZERRZ
EENB AR EEZNERL A RN
B2 = BRI R B0 A0 R A1 JE 2t Ak 3B 2
TR R I R R S AB AT ) -
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40.EVENTS AFTER REPORTING PERIOD
(CONTINUED)

(il

(iv)

(continued)

Pursuant to the Acquisition Agreement, the Vendor shall
irrevocably grant a call option (the “Call Option”) and a put
option (the “Put Option”) to the Company. The Company may
at its sole discretion to exercise the Call Option in whole or in
part during the three-year period commencing on the date of
Completion to require the Vendor to sell additional shares of
the Target Company representing not more than 5% of the
issued share capital of the Target Company as at the date of
the Acquisition Agreement.

Furthermore, the Company may at its sole discretion, after
the completion of the acquisition, exercise the Put Option to
request the Vendor to acquire all or part of the shares in the
Target Company held by the Company at a consideration
equal to the higher of (i) the Acquisition Consideration
per share in the Target Company under the Acquisition
Agreement; and (ii) the average sales price received or
receivable by the Vendor and/or the beneficial owner of the
Vendor for the reduction of their shareholding interest in
the Target Company and/or the coal mines of the Target
Company.

Up to the date of this report, the above-mentioned acquisition
is not yet completed.

On 30 June 2020, the Directors are considering a proposed
share consolidation (“Proposed Share Consolidation”) of its
existing shares of HK$0.01 each into consolidated shares with
change of board lot size. The Proposed Share Consolidation
is subject to the approval from the Company’s shareholders
and the Stock Exchange. The terms and conditions of the
Proposed Share Consolidation will be different from the terms
and conditions of the share consolidation as disclosed in the
Company’s circular dated 5 June 2020.

Up to the date of this report, the details of the terms and
conditions of the Proposed Share Consolidation is not yet
announced by the Company.
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