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Dear Shareholders,

I would like to thank you for your long term trust and support of
Huarong Energy. On behalf of the Huarong Energy Board, | am
pleased to present our results for the year ended 31 December
2023.

In 2023, the international situation was uncertain and fluctuated,
with the impact of the geopolitical turmoil of the Russia-Ukraine
conflict and the Israeli-Palestinian conflict, as well as the impact
of high interest rates due to the Fed's interest rate hike, which
resulted in a precarious global economy due to a slowdown in
the growth of demand, weakened upstream investment, and the
expansion of debt. Crude oil and its downstream products, as the
most important commodities, also experienced macroeconomic
pressures, risks of supply disruptions and constraints from

expectations of falling demand.

At the same time, the Group's oil extraction segment has been,
to a certain extent, troubled with the recurrence of the COVID-19
pandemic and under the impact of the crude oil export ban by
Kyrgyzstan and the war between Russia and Ukraine.

Looking forward, the prospects for the oilfield development in
Kyrgyzstan remain positive with the increasing demand for fossil
fuels in the global market, particularly in developing countries in
Central Asia, and the expected stabilization of oil and gas prices.
However, the economy and energy market in Kyrgyzstan may be
also subjected to uncertainties from factors, such as geopolitical
conflicts, high inflation and high interest rate pressures, which
may affect the situation of oilfield development and operation.
Therefore, for the management of the Group, it is necessary to pay
close attention to market dynamics and technological development
trends in order to formulate reasonable strategies and plans to
cope with challenges and opportunities in the future.

In terms of the oil storage segment of the Group, the management
believes that China's economy will continue to rebound and support
the growth of oil demand, and that China’s oil demand will rise
steadily. As a storage enterprise of oil, we need to seize the market
opportunities, improve our storage services, enhance our core
competitiveness and seek development amidst opportunities and
challenges.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WD

Business Review

Under tough industrial market in China and escalation of
geopolitical tensions, the Group's revenue decreased to RMB82.6
million for the year ended 31 December 2023 (the “Year”],
compared to revenue of approximately RMB102.8 million for the
year ended 31 December 2022 (the “Comparative Year”). The Group
generated a gross profit of RMB31.5 million (for the Comparative
Year: RMB45.8 million) from the oil exploration business, as well as
the oil storage business.

Loss attributable to the equity holders of the Company was
approximately RMB526.4 million for the Year, while loss attributable
to the equity holders of the Company was RMB682.7 million for the
Comparative Year.

The decrease of loss attributable to equity holders of the Company
was mainly driven by the stabilization of currency exchange
fluctuation. The Group recorded a net foreign exchange loss of
RMB125.5 million during the Year, which was mainly caused by the
significant appreciation of borrowings denominated in USD and
Hong Kong dollar. This is compared with a foreign exchange loss of
the Group of RMB332.4 million for the Comparative Year.

Disposal and Relevant Guarantee

On 9 October 2018, the Company entered into a conditional sale
and purchase agreement (the "Agreement”) to dispose of the core
assets and liabilities of its shipbuilding, offshore engineering,
engineering machinery and marine engine building segments (the
“Shipbuilding and Engineering Businesses”, together with the
holding company of the Shipbuilding and Engineering Businesses,
referred to as the "Disposal Group”) with an independent third
party, Unigue Orient Limited (the “Purchaser”) (the “Disposal”).
The Disposal constituted a very substantial disposal for the
Company under the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”).
An extraordinary general meeting of the Company was held on
13 December 2018 in which the Disposal was approved by the
shareholders.

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

CHINA HUARONG ENERGY COMPANY LIMITED
BRI AR A E

A

EREBEENTEMSRMEABARERRB
PHEHNBRAT  AEEBREE_T=_=
F+_A=Z+-—BULEEE(REEHRSE
MR ER LD EAREBEETT MEE
- —F+-_A=t+—HBHULEFE(TLE
ENDMkzZEHAEAREI028EE T - A&
BxrZaamllREEURBREEBEL
EFMBARBINSEET(RAILLFEE A
R¥L58EHEBT) °

ARBREFEARETFEEEERNOA
AR¥S26(AET MARRAERFTEA
RALFEREBE/SARKNIEE
JC °

ARRREFEAEBGEBRRLEEZARN
ERESHERBEAR - AEEREAFE
BB INER B FEAREID88T 0 £
BHRAFE TR BT ENE IR KR
FEH - HRZT  AEBRALFE
BISR 1S INE BB A R332488 T °

HESERBBEER

RZZF—-\FT+ANA  ARFREEBYE
ZHhREBARARITERDIILAKME
B (&) UEEER  BFIE -
TEEBREBHNTERB(EMRIRESE
Bl BREMETIERBIERAR SR
RIHEEBDOZLEERBBE(HES
B REBFLEMERZHMARARES
ERARATERRAYD  HEFTHBEXA
REGEREANHESTE - ARAR_F
—NFE+A+=HRETRRERBFN RS
HAhEFHEDO R R E -

AARIRZTE—NE=ZA=ARHLESHE
BIE_DmExhs BURHNEEEEZ
7 {2 &) Able Diligent Limited #§ R =F — 1,
FZRA=+—BaHzAAEFEEHEER
DIHERSB]D 208 7R E KRRk
FRBR AR B H & & BB KPR 4t 8048 7
ER(IEEBEERD : RBQEFREURAER
AR ARHEERMITZRHER -



MANAGEMENT DISCUSSION AND ANALYSIS

The Disposal was completed on 10 March 2019 (the “Disposal
Day’) when the Sale Share was transferred to the Purchaser.
All the assets and liabilities associated with the Disposal, except
the financial guarantee contract as mentioned hereafter, were
derecognized on the Disposal Day. The Company signed the third,
fourth, fifth and sixth supplemental agreements on 29 August 2019,
30 October 2019, 25 March 2021 and 25 March 2022, respectively.
According to the latest supplemental agreements, the Purchaser
will procure the release or discharge of the Relevant Guarantees
and complete the relevant registration in due course.

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

Despite there has been no Relevant Guarantees discharged in the
Year, the Company has taken the following actions in respect of
the release and discharge of the Relevant Guarantees since the
Disposal Day:

(i) the Company has ongoing discussions with the Purchaser on a
regular basis regarding the status and progress of the release
or discharge of the Relevant Guarantees;

(i) the Company, together with the Purchaser, has been actively
negotiating with the relevant banks and lenders to release or
discharge the Relevant Guarantees; and

(i) the Company is also maintaining its relationship with the
banks and the lenders of the Disposal Group so that no action
will be taken by them to demand immediate repayment of its
outstanding borrowings under the Relevant Guarantees.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WD

The Company and/or the Purchaser (as appropriate] have prepared
and submitted discharging proposals to the relevant banks and
lenders since 2018, with an initial goal of discharging the Relevant
Guarantees in batches by 2020. However, despite that the above
actions had been taken by the Company and the Purchaser, the
Relevant Guarantees could not be fully discharged in the period
from 2020 to 2023 because of (1) the ongoing distraction and
suspension of business caused by the novel coronavirus pneumonia
(the "COVID-19") throughout 2020, 2021 and 2022; (2] outbreaks of
more contagious COVID-19 variants and lockdown in major cities
in Mainland China in 2022; and (3) the fact that the discharging
process of banks was time-consuming and procedurally and
administratively complicated, particularly given that each bank
or lender would have its own internal review procedures as well
as approval hierarchy. As the discharging progressed further,
additional time was required for the relevant banks and lenders to
conduct their internal risk assessment in respect of the discharging
proposals. As the Company is only in the capacity as the guarantor
of the Relevant Guarantees, the Company may not always be
in the position to negotiate with the relevant banks and lenders
concerning certain financial conditions or obligations which would
be imposed on the Purchaser. Such discussions could only be
initiated by the Purchaser, and the Company would not have control
over the relevant progress and timing.

Nonetheless, both the Company and the Purchaser are committed
to procuring the full discharge of the Relevant Guarantees by 2024.

As at the date of this report, the latest status of the Relevant
Guarantees [classified by the Company as Relevant Guarantees A to
D for ease of reference] and the expected time for discharging are
summarised as follows:
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Relevant Guarantee A discharged —
in full on 30 September 2020.
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Relevant Guarantees

MANAGEMENT DISCUSSION AND ANALYSIS
BEE WD

2023 Interim Status

Current Status

Expected Time
of Discharge
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As at 31 December 2023 and the date of this report, the Relevant
Guarantees provided by the Company to the Disposal Group in the
process of being discharged or released amounted to RMB6,021.8
million (31 December 2022: RMB5,827.9 million), inclusive of
principals and interests. In consideration of such financial
guarantees, the Group recognized financial guarantee contracts of
RMB5,036.9 million (31 December 2022: RMB4,873.0 million) which
will be released upon the releasing or discharging of these Relevant
Guarantees.

Details of the Disposal were disclosed in note 18 of the 2019 annual
report, and the announcements of the Company dated 9 October
2018, 15 November 2018, 25 December 2018, 4 March 2019, 11
March 2019, and the circular of the Company dated 23 November
2018.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WD

Debt Restructuring

Together with the Disposal, the Group has also conducted the
following measures to optimize its debt structure with an aim to

ease the financial burden of the Group. The lenders have been

supportive in general to the Group and the overall situation has

been improved over the years.

(a)

(b

Repayment of a secured loan

The secured loan was secured by certain assets of the
Disposal Group, and the Group has bundled the settlement
of the loan in together with Relevant Guarantees D. This loan
was a secured bank loan and has been transferred to an
independent financial institution in December 2021.

It is the intention of the Company to repay such secured loan
by utilizing the US dollar facility entered with a shareholder
of the Company (the “Shareholder”) in 2018 (the “Facility”).
The Facility has a total amount of USD250 million. It is an
interest-free and unsecured facility with a maturity date of 31
December 2025. The Company expects to utilise the Facility
to repay the outstanding secured loan in batches and all such
repayments shall be made by the end of 2024. Based on the
best knowledge and information available to the Company
after discussions with the Shareholder, the Shareholder is
committed to providing the Facility required by the Company to
settle the outstanding secured loan in full in 2024.

Extension of maturity date of promissory notes

As at 31 December 2023, the Company had outstanding
promissory notes of RMB2.4 billion (31 December 2022:
RMB2.4 billion).

The Company has been in continuous discussions and
negotiations with the promissory noteholders with the
objective of obtaining their agreements to extend the
overdue liabilities during the Year. The management of the
Company has taken a proactive approach and had numerous
discussions with all the promissory noteholders regarding
the extension of maturity dates of the promissory notes. By
31 December 2023, the maturity date of promissory notes
with aggregate principal amount of RMB1,144.3 million were
successfully extended to December 2025.
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MANAGEMENT DISCUSSION AND ANALYSIS

Despite the remaining noteholders have not yet granted the
final consents to the Company for extending the maturity of
the remaining liabilities, the Company has been proactively
negotiating the extension of the maturity dates of the
promissory notes with these noteholders. These negotiations
were not finalized as at 31 December 2023 as certain
commercial terms remain in discussion and finalization.

The Company is currently working out a plan to settle the
outstanding promissory notes, which would depend on the
Company'’s financial performance and upcoming discussions
with the financial institutions on refinancing. As at the date of
this report, no definite settlement terms have been reached
by the Company with any relevant parties in this regard. The
management of the Company has been actively following
up on the status and progress of the above matters and has
been continuously monitoring the relevant progress and
development through regular meetings.

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

Obtaining Financial Resources

To further improve the Group's financing position for its future
development, the Group has continued to utilise certain financing
arrangements during the Year, mainly being the Facility entered
with a shareholder in 2018. This Facility has a total amount of
USD250.0 million. It is an interest-free and unsecured facility with
an initial maturity date of 31 December 2025. Up to 31 December
2023, the Company had utilised approximately USD120.0 million,
mainly for the oilfield development, repayment of remaining debts
and general working capital.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WD

The Company also expects to continue to utilise the Facility for
its repayment of debts, its capital expenditure on the Company’s
Energy Business and for general working capital purpose. The
combination of geopolitical turmoil and concerns about oil output
levels in major producing countries contributed to the decline in
crude oil futures by over 10% in 2023. These factors underscore the
complexity and volatility inherent in the global oil market. Due to
the present economic uncertainty, it is expected that expenditures
in Energy Business would only start to be resumed by the Group
by 2026, the earliest. The management of the Group is taking a
prudent approach to manage the capital expenditure of the Energy
Business and will continue to monitor the development of the oil
market in making any capital expenditure decisions.

The Company and the Shareholder are engaged in ongoing
discussions as to the provision of further financial assistance by the
Shareholder to the Company, which is still preliminary and subject
to further discussion. If any such plan is materialised, the Company
will make announcement accordingly.

Energy Exploration and Production

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

Under the agreements entered into with the national oil company
KbiprelzxepHedTeras ("Kyrgyzjer
Neftegaz” Limited Liability Company), a subsidiary of the Company
was granted rights to cooperate with the national oil company of
Kyrgyzstan in the operation of the five oilfields zones, namely, Maili-
Su IV, Eastern Izbaskent, Izbaskent, Changyrtash and Chigirchik.

of Kyrgyzstan,

The first three oilfields zones are located at the northeastern
part of the Fergana Valley while the latter two are located at the
Southeastern part of Fergana Valley. The total area covered by
these five fields is approximately 545 square kilometers.

On the exploration front, the Group has drilled a total of 81 wells
across the five oilfields zones, including 76 in exploration, 2
currently being construction-in-progress and 3 being abandoned.
The Group has also held a number of appraisal wells for exploration
and development. As at 31 December 2023, 76 wells were at
production (2022: 73 wells).
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MANAGEMENT DISCUSSION AND ANALYSIS

For the Year, the Kyrgyzstan Project recorded sales of 124,200
barrels (bbl) (2022: 124,790 bbl) of light crude oil. Revenue from the
Energy Business was approximately RMB37.9 million for the Year,
decreasing by approximately 28.2% from RMB52.7 million for the
Comparative Year.

The decrease of revenue in 2023 was primarily driven by the decline
in local oil prices.

In the first half of 2023, due to the slow decline in inflation levels in
Europe and the United States, continued interest rate hikes by the
Federal Reserve and the European Central Bank leading to negative
feedback on the economy, the probability of an economic recession
increased. Particularly in March, a crisis erupted in the banking
industry in Europe and the United States, causing international
crude oil prices to also experience wide fluctuations and declines.
In the second half of 2023, driven by tight supply and strong
demand, oil prices rose from July to September. However, with the
anticipation of a Federal Reserve interest rate hike in September
and increased pressure on the economy from the high-interest rate
environment, market expectations for demand began to decline,
and international oil prices also fell accordingly.

Furthermore, the local market in Kyrgyzstan was impacted by the
Russia-Ukraine war, with restricted Russian oil exports resulting
in large quantities of crude oil being imported into Kyrgyzstan at
low prices. Consequently, the overall decline in local oil prices in
Kyrgyzstan was greater than the decline in international oil prices.

In response to the changing and complex market of refined
products, the management of the Group decided to postpone the
capital expenditures plan and strictly implement companywide
cost-saving measures, with an aim to maintain its financial position
while protecting value in a volatile market environment. The Group
has been implementing a new oil well development method which
had been proved to improve and achieve a better production
efficiency in the oil well-drilling operation. The Group remains
positive with the business model in long term.

The management of the Group is committed to maintaining its
liquidity and will manage its business through this unprecedented
market cycle.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WD

Oil Storage

The Group has acquired approximately 50.46% of the equity
interest of Nantong Zhuosheng Petrochemical Co., Ltd. ("Nantong
Zhuosheng’).
provision of tank storage and associated services for fuel oil and

Nantong Zhuosheng is principally engaged in

its related products in the PRC. It has (i) 37 storage tanks with
total volume of 242,000 cubic meters; (i) land and buildings with
land area of 412,120 square meters and gross floor area of 6,156.27
square meters, respectively; (ii) certain shoreline rights; and (iv) a
bare land with total area of 33,334.19 square meters.

Nantong Zhuosheng possesses the facility, capacity and expertise
in the provision of oil storage services. The Board believes that the
Group can accumulate sufficient experience in the operation and
management in this area, and further expand its business presence
within the oil sector after acquiring Nantong Zhuosheng. This
acquisition also reflected the Group's strategy of investing in oil-
and-gas-related storage and logistic projects, which would enable
the Group to expand its energy business vertically.

For the Year, Nantong Zhuosheng has generated revenue of
RMB44.7 million and a net profit of RMB1.9 million.

Proved and Probable Oil Reserve and Estimates

A competent person’s report was prepared in September 2018
in accordance with Petroleum Resources Management System
(PRMS) to estimate the oil resources and reserves as of 30
June 2018. The following table sets out the revised estimates
of the Group's reserves as at 31 December 2023 by using the
abovementioned report as the basis:

o 1%
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Proved plus

Unit: million tonnes Proved probable
L ay=p-y ] HE 7 B 0 B
Maili-Su IV BE &IV 13.6 18.17
East Izbaskent RFMERE 5.10 8.15
Izbaskent 7 HT B2 52 45 4.95 5.04
Total reserves as at 30 June 2018 BHE_ZT-\FRA=THZ#E

(the basis date) EE(EERH) 23.65 31.36
Less: production during second half B : ZE—\F ¥ FrE=E

of 2018 0.02 0.02
Less: production during 2019 W —E— jLﬂEZEE 0.04 0.04
Less: production during 2020 W _EEFES 0.03 0.03
Less: production during 2021 W _E—FrZES 0.04 0.04
Less: production during 2022 W _EZ_FrE=S 0.03 0.03
Less: production during 2023 W _E=FrES 0.04 0.04
Total estimated reserves as at BHE-ZE-_=F+-HA=+—H

31 December 2023 ZHRMAEHE 23.45 3116
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MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

The Group’'s operating results for the Year were primarily
contributed by the Company and its subsidiaries engaged in the
energy exploration and production, as well as the oil storage.

Revenue

For the Year, the Group recorded a revenue of approximately
RMB82.6 million (for the Comparative Year: approximately
RMB102.8 million]). The decrease in revenue was primarily
attributable to (1) a decrease of approximately 28.2% in revenue
from the energy exploration and production section as compared to
that of RMB52.7 million for the Comparative Year due to the decline
in crude oil prices in Kyrgyzstan; and (2] a slight decline of oil
storage revenue by approximately 4.4% to RMB44.7 million under
tough industrial market in China.

Cost of Sales
For the Year, the Group’s cost of sales decreased by approximately

10.4% to RMB51.1 million (for the Comparative Year: RMB57.1
million), which was in line with the decrease of revenue.

Other Gains — Net

For the Year, the Group's other gains — net was approximately
RMB54,000 (for the Comparative Year: RMB11.4 million), and the
movement was mainly due to the decline of net foreign currency
exchange gain associated with working capital for the Year.

Net Finance Costs

Net finance costs for the Year decreased by approximately 33.3%
to RMB347.8 million (for the Comparative Year: RMB521.6 million).
The reduction was primarily attributable to the relatively modest
fluctuations in the exchange rates of the USD and Hong Kong
Dollar.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WD

Total Comprehensive Loss for the Year

During the Year, the Group recorded total comprehensive loss
of approximately RMB510.4 million (for the Comparative Year:
RMB617.2 million), of which total comprehensive loss attributable
to the equity holders of the Company was approximately RMB519.6
million (for the Comparative Year: RMB626.7 million). The decline
of the total comprehensive loss for the Year was mainly driven
by the decrease in foreign exchange loss. The Group recorded
a net foreign exchange loss of RMB125.5 million during the
Year, which was mainly due to the appreciation of borrowings
denominated in USD and Hong Kong Dollars. This is compared with
a foreign exchange loss of the Group of RMB332.4 million for the
Comparative Year.

Liquidity and Going Concern

The Group recorded a net loss of RMB525.1 million (for the
Comparative Year: RMB670.9 million) and had an operating cash
inflow of RMB7.0 million (for the Comparative Year: RMB21.9 million)
for the Year. As at 31 December 2023, the Group had a deficit of
RMB9,020.7 million (2022: RMB8,510.3 million) and the Group's
current liabilities exceeded its current assets by RMB8,108.9 million
(2022: RMB7,532.7 million). The Group maintained cash and cash
equivalents of RMB2.1 million (2022: RMB14.6 million) as at 31
December 2023.

As at 31 December 2023, borrowings of the Group, amounted to
RMB3,934.7 million, out of which RMB1,569.1 million were overdue.
As at 31 December 2023, overdue interest payables amounted to
RMB907.0 million (2022: RMB675.6 million). Certain borrowings
of the Group contain cross-default terms, causing borrowings
of the Group of RMB8.6 million at 31 December 2023 to become
immediately repayable.

A series of plans and measures have been taken to mitigate liquidity
pressure and to improve the financial position of the Group. In order
to enhance the liquidity and improve the financial position of the
Group, the Group has restructured its operations, refinancing its
debts and proactively liaising with relevant financial institutions to
discharge the Relevant Guarantees.

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

Borrowings

The Group’s short-term borrowings increased by RMB164.6 million
from RMB1,534.3 million as at 31 December 2022 to RMB1,698.9
million as at 31 December 2023, and the Group’s long-term
borrowings increased by RMB59.7 million from RMB2,295.5 million
as at 31 December 2022 to RMB2,235.8 million as at 31 December
2023.

As at 31 December 2023, our total borrowings were RMB3,934.7
million (as at 31 December 2022: RMB3,829.8 million), of which
RMB124.1 million (approximately 3.2%) was denominated in RMB
(as at 31 December 2022: RMB116.0 million (approximately 3.0%])
and the remaining RMB3,810.6 million (approximately 96.8%) was
denominated in other currencies such as USD and HKD (as at
31 December 2022: RMB3,713.8 million (approximately 97.0%]).
Approximately 91.3% of the borrowings bear interests at fixed rate
(as at 31 December 2022: approximately 91.3%).

Significant Investments

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

Material Acquisition and Disposal of Subsidiaries

The Group did not undertake material acquisitions or disposals of
subsidiaries during the Year.

Future Plans for Material Investments and Capital
Assets

As at 31 December 2023, the Group did not have other plans for
material investments and capital assets.

Foreign Exchange Risks

The Group incurred net foreign exchange loss of approximately
RMB125.5 million (for the Comparative Year: RMB332.4 million) due
to the fluctuation of RMB against USD and HKD during the Year,
which resulted in exchange loss on certain USD-denominated and
HKD-denominated liabilities, such as trade and other payables and
borrowings of the Group.

Capital Expenditure

For the Year, our capital expenditure was approximately RMB8.1
million (for the Comparative Year: RMB13.8 million), which was
mainly used in the oil storage and trading segment.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WD

Gearing Ratio

Our gearing ratio (measured by total borrowings divided by the sum
of total borrowings and total deficit] decreased from approximately
81.8% as at 31 December 2022 to approximately 77.4% as at 31
December 2023. Affected by the total comprehensive loss of
RMB510.4 million for the year ended 31 December 2023, the total
deficit was increased to approximately RMB9,020.7 million as at 31
December 2023 (as at 31 December 2022: RMB8,510.3 million).

Contingent Liabilities

As at 31 December 2023, the Group had contingent liabilities of
RMB985.0 million (as at 31 December 2022: RMB955.0 million],
which was resulted from certain Relevant Guarantee provided
by the Company to the Disposal Group that did not meet the
recognition criteria for Financial Guarantee Contracts.

Credit Assessment and Risk Management

Credit risk is managed on a group basis. Credit risk arises
from cash and cash equivalents, outstanding trade and other
receivables. As at 31 December 2023, the Group had cash and cash
equivalents of approximately RMB2.1 million (as at 31 December
2022: RMB14.6 million], of which approximately RMB1.2 million
(approximately 55.1%) was denominated in RMB and the remaining
RMBO0.9 million (approximately 44.9%) was denominated in USD,
HKD and other currencies. The Group does not use any financial
instruments for hedging purposes.

All of the Group’s cash and bank balances, short-term and long-
term bank deposits were placed with reputable banks which the
management believes are of high creditworthiness and without
significant credit risk.

The Group carries out customer credit checks prior to entering into
sales contract with customers. The Group offers credit lines after
evaluating the customer’s credit profiles, financial conditions, past
experiences and other factors.
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MANAGEMENT DISCUSSION AND ANALYSIS

Human Resources

As at 31 December 2023, the Group had approximately 143
employees (as at 31 December 2022: approximately 149 employees].
Total staff costs (including directors’ emoluments] for the
Group were approximately RMB26.2 million for the Year (for the
Comparative Year: approximately RMB23.4 million). The principal
elements of remuneration package includes basic salary and other
benefits, contribution to pension schemes, discretionary bonus
and/or share options granted under an approved share option
scheme. Such remuneration should reflect work complexity,
time commitment, responsibility and performance with a view of
attracting, motivating and retaining high performing individuals.

Additional Information on Auditors’ Modified
Opinions

The Board wishes to draw the attention of the shareholders of the
Company (the “Shareholders”) to the section headed “Basis for
Disclaimer of Opinion” as contained in the Independent Auditor’s
Report dated 27 March 2024 issued by the Company’'s auditors,
Crowe (HK) CPA Limited, now contained in pages 91 to 94 of this
annual report. On the basis set out therein, our auditors do not
express an opinion on the consolidated financial statements of the
Group for the year ended 31 December 2023.

As explained in the “Basis for Disclaimer of Opinion”, the auditors’
disclaimer of opinion were principally caused by the multiple
uncertainties relating to going concern.

As set out in Note 2.1(b] of this report, the directors of the Company
have been undertaking a number of measures to mitigate the
liquidity pressure, to improve its financial position, to refinance its
operation and to restructure its debts. Despite that the auditors
could not obtain sufficient evidence regarding the going concern
of the Group, the Group’s overall financial position for the year
ended 31 December 2023 had improved comparing to that of 2022.
With all the measures mentioned above (refer to the "Business
Review” section of “Management Discussion and Analysis”], we
are expecting the Group’s overall financial position to be further
improved in the year to come.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WD

The Board and audit committee agreed with the views of the
management and the auditors regarding the uncertainties relating
to going concern. There is no disagreement by the Board, the
management nor the audit committee with the position taken by the
Company'’s auditors regarding the disclaimer of opinion.

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

Board of Directors

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

Executive Directors
Mr. NIU Jianmin

Chairman of the Board and Executive Director

Mr. Niu Jianmin, aged 57, is an executive Director and the
Chairman of the Board. Mr. Niu was appointed as an executive
Director on 1 March 2020. He is the chairman of our finance and
investment committee, a member of our corporate governance
committee and nomination committee. Mr. Niu is the president
of KeiprbizxepHedTeras (Kyrgyzier Neftegaz Limited
Liability Company], an indirect non-wholly owned subsidiary of
the Company, since March 2018. He is also a director of certain
subsidiaries of the Group. Mr. Niu was graduated from the Russian
major of Kunlun Vocational College in Xinjiang (378 & @ Bt 2 X
2)in 1991 and graduated from the Russian language and literature
of Tashkent Normal University (38 11 F Bl & KX Z2) in 1995. In 2018,
he entered the Kyrgyz Humanities University (& B & H7 A XX K E2)
and studied for a master’s degree in economic management. Mr.
Niu has over 30 years of experience in oil and energy industry. Prior
to joining the Company, he served as the deputy general manager
of Xinjiang Yaxin International Economic and Trade Co., Ltd. (¥7 53
D& BRLE KD AR AR from 1991 to 2002. He was also the
general manager of Xinjiang Lishida Aluminum International Trade
Co., Ltd. (¥s8H L E8REBE AR from 2002 to 2009. From
2009 to 2018, he was employed in several oil and energy related
companies, mainly responsible for acquisition, exploration and
development of Kazakhstan oilfield projects.
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DIRECTORS AND SENIOR MANAGEMENT
EENRSREER

Mr. HONG Liang

Executive Director, Chief Executive Officer and Chief Operating
Officer

Mr. Hong Liang, aged 52, is an executive Director, Chief Executive
Officer and Chief Operating Officer of the Company. Mr. Hong joined
the Group in 2006 and was appointed as an executive Director on
24 October 2010. He is a member of our finance and investment
committee. He is also a director of certain subsidiaries of the
Group. Mr. Hong is primarily responsible for investment and
financing, capital as well as cost and budget management. Mr.
Hong obtained his bachelor’s degree in accounting from Shanghai
University (_E &K 2) in 1994. He obtained the Master of Executive
Professional Accountancy [EMPAcc] from Shanghai National
Accounting Institute and The Chinese University of Hong Kong in
August 2010. He also completed the Rongsheng Global Leaders
Program of the Wharton School of the University of Pennsylvania
in October 2011. Mr. Hong has over 20 years of experience in
corporate finance and strategic investment gained from his service
at investment banks. Mr. Hong worked at Shenyin and Wanguo
Securities (FA R B B2 % 2 7] as an assistant manager of division
two of the Shanghai investment banking department from 1994
to 1997, the deputy general manager of the Shanghai investment
banking division of CITIC Securities Limited (P {5 & 5 B R & T
2 Al), the general manager of the investment banking division of
United Securities Company Limited (B & 2 25 & 3 2 &) from 1998
to 1999, the deputy manager of the investment banking division of
CITIC Securities Limited (7 {5 & Z B {3 2 8] from 1999 to 2002,
the general manager of the investment and development division
of Shanghai Sunglow Investment Co., Ltd. (L8R XIEEEEH
& 2 |]) from 2002 to 2004, and the deputy general manager of the
strategic investment division of Shanghai Dasheng Holdings Limited
(78K 2% & & 2 8) from 2004 to 2005.

CHINA HUARONG ENERGY COMPANY LIMITED
BRI AR A E

AR I E
HITES BRIATELREELSEE

HERFELE 5258 RARBNHITES
BERAUTEREREER - ALTER-T
TERFEMARERE IR -_F—-FTF+H
“HHERRERNITES - WARYRH
RBREZEEKE - RHAR/AEESE TH
BRAAIZEF -HAEETEREREE -
BeRKABEEER - HAER - AT
FELBARBEFEELEN R_F—
TENAESLBEREERETET
XARENERMEAEEXREHELEM -
BER-_TE——FTAZKBE S EZEZ K
SRERHBRNG R REMRE - Ak
ERERERITIFE  EEEME KRR
MESTEHREBEB _TH5&% - AxXLD
B-NMNEFE-NANELFRERRER
EHFAALEBERERTEHMSE —FEIL
B HhEEFEREEQALBRERT
BOERLE B ANANFE-AAAN
FREIHAEFRND AR RERTHAEL
B -B-AWNMNEZE_ZZ_FEEFE
EFBEHARRERTHALE B -F
T FE_TTNFREELBBEARES
BERARKEZERTEALERA T
MEE_TERFRELBRAEEERT
REERER R BEE -



DIRECTORS AND SENIOR MANAGEMENT

Ms. ZHU Wen Hua

Executive Director

Ms. Zhu Wen Hua, aged 59, is an executive Director. Ms. Zhu was
appointed as an executive Director on 31 December 2013. She
is @ member of our nomination committee. She has served as
vice-chairman of Rongsheng Heavy Industries since May 2015.
She served as an assistant supervisor of the supervisory audit
department and a supervisor of the bidding control department of
Rongsheng Heavy Industries, a subsidiary of the Company, since
2009 and January 2012 respectively. She also has served as an
assistant to the president of Rongsheng Heavy Industries since
October 2013. Since March 2014, she has served as vice-president
of Rongsheng Heavy Industries, as well as head of the cost control
department and director of the bidding office. She is also a director
of certain subsidiaries of the Company. Ms. Zhu graduated from
the Graduate School of the Shanghai University (/& K243t
A #B) in May 2010 studying a professional postgraduate course
in Management Science & Engineering. She also completed the
Rongsheng Global Leaders Program of the Wharton School of the
University of Pennsylvania in June 2012.

Independent Non-executive Directors
Mr. WANG Jin Lian

Independent Non-executive Director

Mr. Wang Jin Lian, aged 78, is an independent non-executive
Director. He was appointed as an independent non-executive
Director on 31 July 2013. He is the chairman of our corporate
governance committee and nomination committee and a member
of our audit committee, finance and investment committee and
remuneration committee. He was the secretary general of China
Association of the National Shipbuilding Industry from May 2006
to August 2015. Mr. Wang has over 40 years of experience in
shipbuilding industry. He previously held various senior positions,
including deputy director general of the international bureau of
China State Shipbuilding Corporation (1 B fis #f T % 4 2 7)),
director general of the planning and development department of
China State Shipbuilding Corporation (47 Bl f it T2 & B A7), vice
chairman of Shanghai Waigaogiao Shipbuilding Co., Ltd. [ L /& 4h &
B M A PR A A)) and vice chairman of Hudong Heavy Machinery
Co., Ltd. (ER E# DB R A 7)) Mr. Wang holds the senior
engineer (researcher level] qualification in China. He graduated
from Beijing Institute of Aeronautics (currently named as Beihang
University) (3t AT 2= 26 - IR AL R AT ZE it R K2 in 1969,
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Ms. ZHOU Zhan

Independent Non-executive Director

Ms. Zhou Zhan, aged 62, is an independent non-executive Director.
She was appointed as an independent non-executive Director
on 21 May 2014. She is the chairman of our audit committee
and remuneration committee and a member of our finance and
investment committee and nomination committee. She is currently
a partner at Beijing Promise Certified Public Accountants General
Partnership (1t X 5 & {5 & 5T B = 7 7). She participated in
founding Sino-Reality Certified Public Accountants (¥ & & 51 Al 25
W5 F) in 1997, where she served as a partner from 1997 to 2013. Ms.
Zhou has more than 30 years of experience in auditing, accounting
and taxation. Ms. Zhou holds Certified Public Accountant and
Certified Public Tax Advisor qualifications in the PRC. She
graduated from Zhongnan University of Economics and Law (# Fg
B 48 % K B2 with a bachelor's degree in economics in 1983.

Mr. LAM Cheung Mau

Independent Non-executive Director

Mr. Lam Cheung Mau, aged 67, is an independent non-executive
Director. Mr. Lam was appointed as an independent non-executive
Director on 18 November 2015. He is a member of our audit
committee and corporate governance committee. Mr. Lam has over
30 years of experience in the auditing and finance. He previously
held various positions, as officers in the audit department of Hua
Chiao Commercial Bank, in the corporate planning and budgeting
division of the finance department of Bank of China (Hong Kong)
and was an audit manager of Han's Laser Technology Industry
Group Co., Ltd. Mr. Lam graduated in 1982 from the accounting
division of Xiamen University (& P9 X&) with a bachelor’s degree in

economics.
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DIRECTORS AND SENIOR MANAGEMENT

Company Secretary
Ms. LEUNG Yin Fai

Ms. Leung Yin Fai, aged 59, was appointed as the Group's
company secretary on 27 July 2018. Ms. Leung has been a
director of K E Corporate Services Limited (a company secretarial
services provider) since April 2016, the managing director of K E
Management & Consultancy (Shanghai] Co., Ltd. since August
2015 and an independent non-executive director of Lotus Horizon
Holdings Limited (Hong Kong Stock Code: 6063) since March 2020.
Ms. Leung was a director of KCS Hong Kong Limited from August
2008 to October 2014 and an independent non-executive director of
Green leader Holdings Group Limited (Hong Kong Stock Code: 0061)
from April 2014 to January 2020.

Ms. Leung was admitted as a fellow of the Association of Chartered
Certified Accountants (currently known as Chartered Association
of Certified Accountants) in the United Kingdom in July 1995. Ms.
Leung was also admitted as a fellow member of the CPA Australia
in May 2004 and is currently a member of HKICPA. Ms. Leung
obtained a master’s degree in commerce from the University of
New South Wales, Australia in November 2002.
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The Directors are pleased to submit this report together with the
audited consolidated financial statements of the Group for the year
ended 31 December 2023.

Principal Activities and Analysis of

Operations

The principal activity of the Company is investment holding. The
activities of its principal subsidiaries are set out in note 32 on pages
206 to 208 to the financial statements.

Details of the analysis of the Group's turnover and contribution to
gross profit for the year, by operating segments, are set out in Note
5 to the consolidated financial statements.

Business Review

A fair review of the business of the Group as required pursuant to
Schedule 5 to the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), comprising analysis of the Group performance during
the year, description of the principal risks and uncertainties facing
the Group, particulars of important events affecting the Group
that have occurred since the end of the financial year 2023 as well
as indication of likely future development in the business of the
Group are set out in the sections headed “Chairman’s Statement”,
“Management Discussion and Analysis” and “Corporate
Governance Report” contained in this annual report.

The financial risk management objectives and policies of the Group
are set out in Note 3 to the consolidated financial statements.
An analysis of the Group's performance using financial key
performance indicators is shown in the section headed “Five-Year
Financial Summary” of this annual report.

Results

The results of the Group for the year ended 31 December 2023
are set out in the consolidated statement of profit or loss and
consolidated statement of comprehensive income on pages 97 to 98
of this annual report respectively.
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Dividend Policy and Dividends

The Directors did not recommend the payment of a final dividend for
the year ended 31 December 2023 (2022: Nil).

The Company’s ability to pay dividends depends on, among
other things, the Group’s current and future operations, liquidity
position and capital requirements. The payment of dividends by the
Company is also subject to compliance with any restrictions under
the Laws of the Cayman Islands, the memorandum and articles
of association of the Company and any applicable laws, rules and
regulations. The Board will review the dividend policy from time to
time and may exercise at its absolute and sole discretion to update,
amend, and/or modify the policy at any time as it deems fit and
necessary. There is no assurance that dividends will be paid in any
particular amount for any specific period.

Closure of Register of Members

The register of members of the Company will be closed from
Wednesday, 5 June 2024 to Tuesday, 11 June 2024, both days
inclusive, during which no transfers will be registered, for the
purpose of ascertaining shareholders’ entitlement to attend and
vote at the 2024 AGM. In order to be eligible to attend and vote
at the 2024 AGM, all transfer documents accompanied by the
relevant share certificates must be lodged for registration with the
Company’'s branch share registrar in Hong Kong, Computershare
Hong Kong Investor Services Limited at Shops 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong
Kong not later than 4:30 p.m. on Tuesday, 4 June 2024.

Share Capital

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

Distributable Reserves

As at 31 December 2023, no reserves of the Company available for
distribution to shareholders (2022: Nil).
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Financial Summary

A summary of the results for the year ended and of the assets and
liabilities of the Group as at 31 December 2023 and for the previous
four financial years are set out in the Five-Year Financial Summary
section on page 214 of this annual report.

Pre-Emptive Rights

There are no provisions for pre-emptive rights under the
Company’'s Articles of Association or the relevant laws of the
Cayman Islands which would oblige the Company to offer new
shares on a pro-rata basis.

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

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed securities during the
year ended 31 December 2023.

Share Option Schemes

The Company conditionally approved and adopted a share option
scheme (the "Scheme”] on 24 October 2010 and was expired on
23 October 2020. Under the Scheme, the Company granted share
options on 30 April 2012, the validity period of the share options was
effective for 10 years and expired on 30 April 2022.

During the Period, the Company did not adopt any new share option
scheme and no share were granted, exercised, lapsed or cancelled
pursuant to the Scheme.

Subsidiaries

Details of the Company’s subsidiaries as at 31 December 2023 are
set out in Note 32 to the consolidated financial statements.
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Connected Transactions
Exempt Connected Transactions

During the year ended 31 December 2023, the Company entered
into certain related party transactions which also constitute fully
exempt connected transaction under Chapter 14A of the Listing
Rules, details of which are set out below:

During the year ended 31 December 2023, Mr. Zhang Zhi Rong (a
Shareholder of the Company) and/or entities controlled by him
or his close family members, agreed to provide security-free
and interest-free loan facilities to the Group for working capital
purposes for an aggregate amount up to RMB1,774,450,000.

During the year ended 31 December 2023, directors and
shareholders of the Company or entities controlled by them
provided guarantees and security in respect of certain bank
borrowings and refund guarantees of the Group.

As the above financial assistance was provided by connected
persons for the benefit of the Company on normal commercial
terms (or better to the Company) and no security over the assets
of the Group is granted in respect of the financial assistance, the
financial assistance constitutes connected transactions of the
Company exempt from reporting, announcement and independent
shareholders’ approval requirements pursuant to Rule 14A.90 of
the Listing Rules.

Related Party Transactions

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

During the year ended 31 December 2023, the Group had no
purchases from major suppliers since the operations and capital
expenditure of the Group were minimal. The three largest
customers of the Group together accounted for approximately 41.7%
of the Group’s total turnover of the year, which the largest customer
accounted for of approximately 20.4%. During the year ended 31
December 2023, none of the Directors or any of their associates,
or any shareholders of the Company (which to the best knowledge
of the Directors, own more than 5% of the Company’s issued share
capital), had any interest in any of the Group's five largest suppliers
or customers.

Directors

Directors of the Company during the year ended 31 December 2023
and up to the date of this report are as follows:

Executive Directors

Mr. Niu Jianmin (Chairman)]

Mr. Hong Liang (Chief Executive Officer and
Chief Operating Officer]

Ms. Zhu Wen Hua

Independent Non-executive Directors

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

Mr. Niu Jianmin and Mr. Lam Cheung Mau are due to retire from the
Board by rotation at the 2024 AGM in accordance with Article 16.18
of the Articles of Association.

The biographical details of the Directors and senior management
of the Company as at the date of this Report are set out in the
Directors and Senior Management section on pages 21 to 25 of this
annual report.
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Directors’ Service Contracts

During the year ended 31 December 2023, none of the Directors
had entered into a service contract with the Group which was not
determinable within one year without payment of compensation,
other than statutory compensation.

Directors’ Material Interests in
Transactions, Arrangements and
Contracts that are Significant in
Relation to the Company’s Business

Save for the contracts described under the section headed
“Connected Transactions” above, no contracts of significance (as
defined in Appendix 16 to the Listing Rules) or arrangements in
relation to the Group’s business to which the Company or its holding
company or a subsidiary of the Company or its holding company
was a party and in which a Director had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time
during the year ended 31 December 2023.

Directors’ Interests in Competing
Business

As at 31 December 2023, none of the Directors were interested in
any business apart from the Group's businesses which competes or
is likely to compete, either directly or indirectly, with businesses of
the Group.
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Directors’ and Chief Executive’s
Interests and Short Positions in
Shares, Underlying Shares and
Debentures of the Company or
Any Specified Undertaking of the
Company

As at 31 December 2023, no Director, supervisor or chief executive
of the Company had any interest or short position in the shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the "SFO")) which were required
to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO [including those taken or
deemed as their interests or short positions in accordance with
such provisions of the SFOJ, or which were required, pursuant to
Section 352 of the SFO, to be entered in the register referred to
therein, or which were required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the "Model
Code’), to be notified to the Company and the Stock Exchange.
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Substantial Shareholders’ Interests FERRRAATRAH
in the Share Capital of the Company # &=

As at 31 December 2023, the interests of substantial shareholders MRZZEZ=F+ZA=+—H ZERF
(other than the Directors or chief executive of the Company) inthe (ARBEFX e THABRINAREAR
shares or underlying shares of the Company which were recorded AR AR H P HEE BELRIBEE
in the register required to be kept by the Company under section % & Hi &K 5l 533615 1R €7 B & i &9

336 of the SFO were as follows: =T
Number of shares Percentage of
and derivatives issued share
Name of sustantial shareholders interested capital
BEEENROR HERITRA
FTERRER STEITAHE [ERa4
China Mingsheng Banking Corp. Ltd.' 7,006,000,000 146.86%
FEREERITRMHDAERAAD
Ms. Yu Gelin? 1,420,120,000 29.77%
TR AR +2
Ms. Silver Anna? 1,150,000,000 24.11%
Silver Anna & 12
Ms. Lau Wing Yi2 1,150,000,000 24.11%
ZlFEE L
Action Phoenix Limited? 1,150,000,000 2411%
Mr. Zhang Zhi Rong? 388,301,031 8.14%
oR S S A
Fine Profit Enterprises Limited® 388,301,031 8.14%
R EBR QRS
Mr. Mei Liang* 348,000,000 7.29%
18R 5 A4
Top Acton Limited* 348,000,000 7.29%
China Development Bank 342,000,000 717%
R BERIT
Mr. Wang Ping® 288,659,794 6.05%
F e AS
Kingwin Victory Investment Limited® 288,659,794 6.05%
B AIREBR AR
Castle Giant Investments Limited? 270,120,000 5.66%
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Notes:

Save

e

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

These represent the same interests of Action Phoenix Limited and Castle
Giant Investments Limited. Each of Action Phoenix Limited and Castle Giant
Investments Limited is 100% directly beneficially owned by Ms. Yu Gelin.

Ms. Lau Wing Yi and Ms. Anna Silver were appointed as the joint and several
Liguidators of Action Phoenix Limited under an Order of the Eastern Caribbean
Supreme Court in the High Court of Justice Territory of the British Virgin
Islands Commercial Division dated 10 July 2023.

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

Top Acton Limited is wholly-owned by Mr. Mei Liang. This represents the same
interest of Top Acton Limited.
Kingwin Victory Investments Limited is wholly-owned by Mr. Wang Ping. This

presents the same interest of Kingwin Victory Investment Limited.

These percentages have been compiled based on the total number of issued
shares of the Company of 4,770,491,507 as at 31 December 2023 and rounded
to two decimal places. All interest stated above represent long positions.

as disclosed above, as at 31 December 2023, the Company had

not been notified of any persons (other than the Directors or chief

executive of the Company] who had an interest or short position

in the shares or underlying shares of the Company which were
recorded in the register required to be kept by the Company under
section 336 of the SFO.
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Public Float

As far as the Company is aware, as at the date of this report, the
Company has maintained a sufficient public float with more than
25% of the issued shares of the Company being held by the public.

Management Contracts

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2023.

Compliance with Laws and Regulations

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

Environmental Policies and
Performance

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

Further details of the Group’s environmental policies and
performance are set out in the “Environmental, Social and
Governance Report” on pages 63 to 90 of this annual report.
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Relationship with Customers and
Suppliers

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

Tax Relief

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

Corporate Governance

Principal corporate governance practices adopted by the Company
are set out in the Corporate Governance Report section on pages 38
to 62 of this annual report.

Permitted Indemnity Provisions

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

The consolidated financial statements for the year ended 31
December 2023 have been audited by Crowe (HK) CPA Limited,
who will retire at the conclusion of the 2024 AGM. Crowe (HK) CPA
Limited, being eligible, will offer themselves for re-appointment.
A resolution for re-appointment of Crowe (HK] CPA Limited as the
auditor of the Company will be proposed at the 2024 AGM.

Directors’ Responsibilities for the
Consolidated Financial Statements

The Directors are responsible for the preparation of consolidated
financial statements for each financial period which give a true
and fair view of the state of affairs of the Group and of the results
and cash flows for that period. In preparing these consolidated
financial statements for the year ended 31 December 2023, the
Directors have selected suitable accounting policies and applied
them consistently, made judgments and estimates that are prudent
and reasonable, and have prepared the consolidated financial
statements on a going concern basis. The Directors are responsible
for keeping proper accounting records which disclose, with
reasonable accuracy at any time, the financial position of the Group.

On behalf of the Board

Niu Jianmin
Chairman

Hong Kong, 27 March 2024
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The Board and the management of the Company strictly adhere
to the principles of good corporate governance, which is vital to
prudent management and the enhancement of shareholder value.
These principles emphasise transparency, accountability and
independence. Set out below are those principles of corporate
governance adopted by the Company.

During the year ended 31 December 2023, the Company complied
with the applicable code provisions set out in the Corporate
Governance Code (the “Code”] contained in Appendix C1 to the
Listing Rules.

Corporate Culture

The Company is an investment holding company and its
subsidiaries (together with its subsidiaries, the “Group”) are
principally engaged in energy exploration and production in the
Republic of Kyrgyzstan ("Kyrgyzstan”], and oil storage and trading
businesses in the People’'s Republic of China ["PRC"). The Group
continues to explore opportunities to enhance shareholder returns
and to create and sustain long-term value for the Group's values.

The Board has developed the following values and ensures that they
are embedded in the Company.

Purpose: The Group generates long-term returns for shareholders,
focusing on maintaining recurring and sustainable cash flows with
liquidity and flexibility. In addition, the Group manages revenue and
gross margin growth, cost control, capital strength and investment
rigorously.

Value: The Group is committed to green production, reducing
emissions and recycling waste.

Strategy: The Group strives to provide high-quality and reliable
products and services, and to create value for stakeholders through
sustainable growth and development.
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The Board

Board Composition

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

Full details of changes in the Board during the year and up to the
date of this report are provided in the “Report of the Directors” on
pages 26 to 37 of this annual report.

The Directors’ biographical details are set out in the Directors and
Senior Management section on pages 21 to 25 of this annual report.

Roles and Responsibilities of the Board

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

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

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

e execution of business and operational strategies and initiatives
adopted by the Board;

e  preparation of reports and accounts for the Board's approval
before publication;

e adoption of the remuneration policy approved by the Board;

e implementation of internal control and risk management
procedures; and

e compliance with relevant statutory requirements, rules and
regulations.

Mechanism to ensure independent views and
input

The Board has established different ways to ensure independent
views and input from Directors. The Board reviews the
implementation and effectiveness of such mechanism on an annual
basis to ensure that independent views and input are available to
the Board.

The mechanism is disclosed below:

il Composition
The Board ensures the appointment of at least three
independent non-executive Directors and at least one-third of
its members being independent non-executive Directors with
at least one independent non-executive Director possessing
appropriate professional qualifications, or accounting or
related financial management expertise.

lii) Independence Assessment

The nomination committee assess the independence,
qualification and time commitment of a candidate who is
nominated to be a new independent non-executive Director
before an appointment. On an annual basis, all independent
non-executive Directors are required to confirm in writing
their compliance of independence requirements pursuant to
Rule 3.13 of the Listing Rules.
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liii] Board Decision Making

The Directors [including INEDs), upon reasonable request,
may seek independent professional advice at the Company’s
expense.

liv] Independent non-executive Directors meeting

The Chairman of the Board meets with all independent
non-executive Directors annually without the presence of the
other executive Directors and management of the Company.

Board Practices

The Board holds at least four regular meetings annually at,
approximately quarterly intervals to discuss the Group’s business
development, operations and financial performance. Notice of at
least 14 days is given to all Directors for all regular Board meetings.
All regular Board meetings adhere to a formal agenda in which a
schedule of matters is addressed to the Board and the Directors
are invited to include matters of special concerns for discussion
in the agenda. The agenda and accompanying board papers are
then sent in full to all Directors at least 3 days in advance or within
reasonable time prior to the relevant Board meetings.

All Directors have access to the Board papers and all related
materials and are provided with adequate information by the
management to enable the Board to make informed decisions on
the matters to be discussed. Directors should declare any conflict
of interest in a matter to be considered by the Board which the
Board has determined to be material, the matter should be dealt
by a physical Board meeting rather a written resolution. The
minutes of the Board meetings have sufficient details of the matters
discussed at Board meetings which are prepared and kept by the
Company Secretary and are opened for inspection by any Director.
The Directors are free to access to the management for enquiries
about further information, when required, and the Directors can
obtain independent professional advice at the Company’s expense.

Attendance Records of Directors and Board
Committee Members

During the year ended 31 December 2023, the Board held four
regular Board meetings and one general meeting. The agendas and
accompanying board papers are given to all Directors in a timely
manner. The Chairman of the Board shall ensure the Directors
being properly briefed on issues arising at those Board meetings.
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Apart from the regular Board meetings, the Chairman of the Board KREHIRITEETE€ @5 EFEEEN
also held a meeting with all independent non-executive Directors, fEYHEEMHTEETHFENIF R NEEE

without the presence of the other executive Directors. BIUFHITEEFRITEE -
Continuous
Professional
Meetings Attended/Held Development
HEERAY /SHRETNY BEIELR
Corporate Annual Type of
Audit  Governance  Nomination Remuneration General Trainings
Name of Directors Board  Committee ~ Committee ~ Committee ~ Committee Meeting (Notes)
bRER RE  HEIER
EEfF E3g EHKZES £88 R#%ZEg §MZzEE BEEAE (MsE)
Executive Directors
HIEE
Mr. Niu Jianmin (Chairman/ 4J40 - 22 - N 1 A
CRREE(FE)
Mr. Hong Liang 4 - - - - N A
HREE
Ms. Zhu Wen Hua 4fh - - i - 11 A
AXERL
Independent non-executive Directors
BUFHTEE
Mr. Wang Jin Lian 4ft oy 2/2¢ 1/1e 11 i A
TRERA
Ms. Zhou Zhan 4k 5/5e - /1 /1 111 A
AERZL
Mr. Lam Cheung Mau 4fh 55 22 - - 1/ A
WRELE
Notes: B &
Chairmen of the Board and the Board Committees are indicated by (CJ. : EESNEFZESEZRUCIET -
Notes relating to attendance records of training: 5 R 55 B0 0 M R A B BT A
A Reading and online studying. A HERELEEE -
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Continuous Professional Development

Code Provision C.1.4 of the Code stipulates that all directors should
participate in continuous professional development to develop and
refresh their knowledge and skills. The Group also makes available
continuous professional development to the Directors at the
expense of the Company and to ensure that their contribution to the
Board remains informed and relevant.

During the year ended 31 December 2023, the Company arranged
Directors to join an online training on (1) Trading arrangements
for corporate actions; and (2) Share schemes to enhance their
capacities to carry out directors’ duties.

Beside, every newly appointed Director will receive comprehensive,
formal and tailored induction package from the Company's
external legal advisor ensuring that he/she has a proper
understanding of the Company's operation, business, the relevant
laws and regulations, the Listing Rules and governance policies.
The company secretary also provides the updates on latest
development and changes in the Listing Rules and other relevant
legal and regulatory requirements to the Board from time to time.

Independence of Independent Non-executive
Directors

During the year ended 31 December 2023, the Board at all
times met the requirements of the Listing Rules relating to the
appointment of independent non-executive Director, whereby
at least one of whom possesses appropriate professional
qualifications or accounting or related financial management
expertise.

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

Each independent non-executive Director is required to inform the
Company as soon as practicable if there is any change that may
affect his/her independence.
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Appointment and Re-election of Directors

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

Under the Articles of Association, one-third of the Directors must
retire, and if eligible, may be subject to re-election at each annual
general meeting. Furthermore, any Director appointed to fill a
casual vacancy or as an addition to the Board should hold office
until the first general meeting of the Company after his appointment
and shall be subject to re-election at such meeting.

To further reinforce accountability, any further re-appointment of an
independent non-executive Director who has served the Company’s
Board for more than nine years will be subject to separate
resolution to be approved by the shareholders of the Company.

In accordance with the Articles of Association, Mr. Niu Jianmin and
Mr. Lam Cheung Mau will retire by rotation at the 2024 AGM. All
retiring Directors, being eligible, has offered themselves for re-
election as Directors at the 2024 AGM.

Each of the executive Directors entered into renewed service
contracts with the Company for a term of three years commencing
on 24 October 2022.

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

Directors’ Interests in Shares

Details of Directors’ interests in the Shares are set out in the
“Report of the Directors” section on page 32 of this annual report.
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Directors’ Securities Transactions

The Company has adopted a code of conduct regarding directors’
securities transactions on terms no less than the required
standards of the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix C3 to the
Listing Rules (the “Model Code’). Having made specific enquiry
of the directors of the Company, all directors confirmed that they
complied with the required standards set out in the Model Code
and the Company’s code of conduct regarding directors’ securities
transactions for the year ended 31 December 2023.

Directors’ Liability Insurance and Indemnity

The Company has arranged for appropriate liability insurance to
indemnify its Directors for their liabilities arising out of corporate
activities undertaken for the Company. During the year ended 31
December 2023, no claim was made against the Directors.

Board Committees

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

Audit Committee

The Audit Committee was established to review the Group's
financial reporting, risk management and internal control systems
and make relevant recommendations to the Board. The Audit
Committee comprises of three members: Ms. Zhou Zhan, being
chairman of the Audit Committee, Mr. Wang Jin Lian and Mr. Lam
Cheung Mau, all of whom are independent non-executive Directors.
Ms. Zhou Zhan, as the chairman of the Audit Committee, possesses
appropriate professional qualifications, accounting or related
financial management expertise as required under the Listing
Rules.
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Pursuant to the terms of reference of the Audit Committee, the
main duties of the Audit Committee are to audit and supervise
the financial reporting procedures of the Group, consider the
appointment, re-appointment and remuneration of the auditor and
any matters related to the removal and resignation of the auditor.
In addition, the Audit Committee is responsible for examining and
inspecting the effectiveness of the Group’s risk management and
internal control systems, including conducting reviews, on a regular
basis, in respect of the risk management and internal control
over various corporate structures and business procedures, and
considering their potential risks and imminence, so as to ensure the
effectiveness of the Company’s business operations and to achieve
its corporate objectives and strategies. The scope of such reviews
covers finance, operations, compliance and regulations.

During the year ended 31 December 2023, the Audit Committee

held five meetings. The following is a summary of the work of the

Audit Committee during the year:

e reviewed and made recommendations for the Board's
approval of the Group’s consolidated financial statements for
the year ended 31 December 2022;

e reviewed and made recommendations for the Board's
approval the Group's interim condensed consolidated financial

information for the six months ended 30 June 2023;

o reviewed and made recommendations for the Board's
approval the re-appointment of the external auditor;

. reviewed the external auditor’'s remuneration and terms of
engagement;

. reviewed the reports from the external auditor;
e reviewed the annual audit plan

e reviewed the risk management and internal control systems of
the Group;

. review of the reports from the internal auditor; and

. reviewed the effectiveness of the internal audit function.
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The consolidated financial statements of the Group for the year
ended 31 December 2023 have been reviewed and approved by the
Audit Committee, and the Audit Committee is of the opinion that
such financial statements comply with the applicable accounting
standards, the Listing Rules and all other applicable legal
requirements. The Audit Committee therefore recommended the
Board’'s approval of the Group’s consolidated financial statements
for the year ended 31 December 2023.

Remuneration Committee

The Remuneration Committee was established on 24 October
2010 and has been delegated with the responsibility of determining
the remuneration policy and structure for all Directors and
senior management, reviewing and approving matters relating
to share schemes under Chapter 17 of Listing Rules and the
specific remuneration packages of all Directors and making
recommendations to the Board regarding the remuneration
of independent non-executive Directors. The Remuneration
comprises three members: Ms. Zhou Zhan (an
independent non-executive Director) being the chairman of the
Remuneration Committee, Mr. Niu Jianmin (Chairman of the Board

Committee

and an executive Director] and Mr. Wang Jin Lian (an independent
non-executive Director).

During the year ended 31 December 2023, the Remuneration
Committee held one meeting. The following is a summary of the
work of the Remuneration Committee during the year:

e annual review of the remuneration packages of the Directors
and senior management of the Company, and

e reviewed and made recommendations to the Board the
directors’ fee for Independent Non-executive Directors.

The particulars regarding Directors’ remuneration and the five
highest paid employees as required to be disclosed pursuant to
Appendix 16 to the Listing Rules are set out in Notes 20 and 25 to
the consolidated financial statements.

Pursuant to Code provision E.1.5 of the Code, the remuneration of
the members of the senior management by band for the year ended

31 December 2023 is set out below:

Remuneration bands (RMB)
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Remuneration Policy

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

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

The principal elements of the Directors’ remuneration package
include:

basic salary and other benefits;

contribution to pension schemes;
e  discretionary bonus; and

e share options granted under an approved option scheme.

Details of the Directors’ emoluments, the five highest-paid
individuals and senior management of the Group for the year ended
31 December 2023 are set out in Notes 20 and 25, respectively, to
the consolidated financial statements.

Nomination Committee

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

The key duties of the Nomination Committee are as follows:

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

(b)  toidentify individuals suitably qualified to become members of
the Board and select, or make recommendations to the Board
on the selection of, individuals nominated for directorships;
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(c)] to assess the independence of independent non-executive
Directors;

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

(e] to review the policy, procedures and criteria for the nomination
of directors.

The Nomination Committee is to ensure that the Board has
a balance of skills, experience and diversity of perspectives
appropriate to the requirements of the Company’s business. To
ensure changes to the Board composition can be managed without
undue disruption, a formal, considered and transparent procedure
is in place for selection, appointment and re-appointment of
Directors, as well as plans in place for orderly succession [if
considered necessary), including periodical review of such plans.

During the year ended 31 December 2023, the Nomination
Committee held one meeting. The following is a summary of the
work of the Nomination Committee during the year:

e reviewed on the structure, size and composition (including the
skills, knowledge and experience) of the Board; and

e assessed the independence of each of the independent
non-executive Directors.

Nomination Procedures and Criteria

The appointment of a new Director (to be an additional Director or
fill a casual vacancy as and when it arises) or any re-appointment
of Directors is a matter for decision by the Board upon the
recommendation of the proposed candidate by the Nomination
Committee. The criteria to be applied in considering whether a
candidate is qualified shall be his or her ability to devote sufficient
time and attention to the affairs of the Company and contribute to
the diversity of the Board as well as the effective carrying out by
the Board of the responsibilities. Further details of the selection
criteria and the procedure are set out in the terms of reference of
the Nomination Committee which are available on the websites of
the Stock Exchange and the Company.
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A shareholder may at any general meeting nominate a candidate
for directorship if, within the 7 days commencing the day after the
despatch of the notice of such general meeting, such shareholder
(being entitled to attend and vote at such general meeting and not
being the candidate] gives to the company secretary a written notice
of his/her intention to propose such candidate for election and also
a written notice signed by such candidate of his/her willingness to
be elected.

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

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

Board Diversity Policy

The Board Diversity Policy was adopted by the Company pursuant
to the resolutions passed at a Board meeting held on 26 March
2013. The Company sees increasing diversity at the Board level as
an essential element in supporting the attainment of its strategic
objectives and its sustainable development. The Board reviews
the implementation and effectiveness of the Company’'s Board
Diversity Policy annually. In designing the Board’'s composition, the
nomination and the board appointments during the year ended 31
December 2023 were made after considering the board diversity
in @ number of aspects, including but not limited to gender, age,
cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service.

The Board emphasis on diversity (including gender diversity)
across all levels of the Group. As at the date of this annual report,
the Board comprises six Directors, two of whom are female, it
stands at 33.3%. The Board considers that gender diversity on the
Board has been achieved. Further details on the gender ratio of the
Group and initiatives taken to improve gender diversity across the
workforce (including senior management), together with relevant
data, can be found in the “Environmental, Social and Governance
Report”, which sets out on pages 63 to 90.
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Corporate Governance Committee

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

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

(a] to develop and review the Company’s policies and practices on
corporate governance;

(b)  to review and monitor the training and continuous professional
development of Directors and senior management;

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

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

e} to review the Company’'s compliance with the Code on
Corporate Governance Practices [Appendix C1 to the Listing
Rules) and disclosure in the Corporate Governance Report.

During the year ended 31 December 2023,
Governance Committee held two meetings. The meetings were
held:

the Corporate

e reviewed the compliance with the Code and the relevant
disclosure in the draft 2022 Annual Report and the draft 2023
interim report; and

e reviewed the training and continuous professional
development of Directors and senior management.
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Finance and Investment Committee

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

The key responsibilities of the Finance and Investment Committee
are as follows:

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

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

(c] to conduct post-investment evaluations on investment projects
of the Group;

(d) to arrange and approve banking facilities, loans, financial
instruments, guarantees and indemnities of the Group;

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

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

(g) to review and assess the adequacy and effectiveness and
risk management policies and framework in identifying,
measuring, monitoring and controlling risks.
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Risk Management and Internal Control

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

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

The Board reviewed the effectiveness of the Group’'s risk
management and internal control systems, including financial,
operational and compliance control and risk management
systems. The Board acknowledges that it is responsible for the
risk management and internal control systems and reviewing their
effectiveness. Such systems are designed to manage rather than
eliminate the risk of failure to achieve business objectives, and
can only provide reasonable and not absolute assurance against
material misstatement or loss. The Board reviewed the adequacy
and effectiveness of the Group’s risk management and internal
control systems semi-annually through the Audit Committee.
During the year ended 31 December 2023, no irregularity or
material weakness was noted within any function or process. The
Audit Committee is satisfied that the risk management and internal
control systems had functioned effectively as intended.

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

The Board considers the risk management and internal control
systems are effective and adequate for the Group as a whole. The
Board further considers that there was no issue relating to the
material controls, including financial, operational and compliance
controls and risk management functions of the Group.
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In addition, the Board and/or its committees have also reviewed
the adequacy of the Company’s resources, staff's qualifications
and experience, training programmes and the related budgets in
the Company’s accounting, internal audit and financial reporting
functions.

Inside Information

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

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

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

Company Secretary

Ms. Leung Yin Fai is the Company Secretary of the Company
and responsible for advising the Board on corporate governance
matters and ensuring that the Board policy and procedures,
and the applicable laws, rules and regulations are followed. All
Directors have access to the advice and services of the company
secretary to ensure that the Board procedures and all applicable
laws are followed. Moreover, the company secretary is responsible
for facilitating communications among Directors as well as with
management.
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The Company engages an external service provider, Ms. Leung Yin
Fai, as its company secretary. Mr. Hong Liang, executive director
of the Company, is the primary contact person whom Ms. Leung
Yin Fai can contact. During the year ended 31 December 2023, the
company secretary has undertaken more than 15 hours of relevant
professional training.

External Auditor and Auditor’s

Remuneration

The Company has engaged Crowe (HK] CPA Limited as its external
auditor. The aggregate remuneration in respect of services
provided by external auditor for the year ended 31 December 2023
was approximately HKD3.0 million (2022: HKD3.0 million), which
represents annual audit services.

Directors’ Responsibility for
Consolidated Financial Statements
and Auditor’s Responsibility

All Directors acknowledge their responsibility for preparing the
consolidated financial statements of the Company for the year
ended 31 December 2023 and of ensuring that the preparation
of the consolidated financial statements of the Company is in
accordance with the applicable standards and requirements.

The statement of the auditor about their reporting responsibilities
on the consolidated financial statements of the Group is set out in
the Independent Auditor’s Report on pages 91 to 94 of this annual
report.

Going Concern and Mitigation
Measures

As set out in Note 2.1(b) to the consolidated financial statements,
as at 31 December 2023, the Group had a total deficit of
RMB?9,020,675,000 and the Group’s current liabilities exceeded its
current assets by RMB8,108,929,000. The Group maintained cash
and cash equivalents of RMB2,143,000 as at 31 December 2023.
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On 9 October 2018, the Group entered into a conditional sale and
purchase agreement to dispose of the core assets and liabilities
of shipbuilding, offshore engineering, engineering machinery and
marine engine building segments (the “Shipbuilding Business”,
together with the holding company of the Shipbuilding Business
referred to as the "Disposal Group’] with an independent third
party. Pursuant to certain supplemental agreements signed
with Unique Orient Limited (the “Purchaser’], an independent
third party, the sale shares of Able Diligent Limited, the holding
company of the Disposal Group, was transferred to the Purchaser
on 10 March 2019. As at 31 December 2023, Relevant Guarantees
provided by the Company to the banks and lenders of the
Disposal Group, inclusive of principals and interest, amounted to
RMB5,036,883,000. The Group has considered and recognised the
corresponding impact of such financial guarantee contracts as at 31
December 2023.

During the year, the Group’'s operation was focused primarily on
the energy exploration and production segment (the "Energy
Business’), and oil storage and trading segment [the "0il Storage
Business’), the development of which has however been limited
due to market conditions and availability of funds for investing
in exploration and drilling of wells. As at 31 December 2023,
borrowings of the Group, amounted to RMB3,934,716,000, out
of which RMB1,569,065,000 were overdue. As at 31 December
2023, overdue interest payables of the Group amounted to
RMB907,037,000. Certain borrowings of the Group contain cross-
default terms, causing borrowings of RMB8,618,000 as at 31
December 2023 to become immediately repayable. The Group had
cash and cash equivalents of RMB2,143,000 as at 31 December
2023.

These conditions, together with others described in Note 2.1(b] to
the consolidated financial statements, indicate the existence of
multiple uncertainties which may cast significant doubt over the
Group’s ability to continue as a going concern.
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In view of such circumstances, the directors of the Company
have, during the year and up to the date of the approval of these
consolidated financial statements, taken the following measures to

mitigate the liquidity pressure and to improve the financial position

of the Group, to refinance its operation and to restructure its debts:

i)

The Group has been actively negotiating with the relevant
banks and lenders of the Disposal Group to release
or discharge the Relevant Guarantees. Since the date

of the disposal till 31 December 2023, guarantees of
RMB2,210,636,000 had been discharged while guarantees of
RMB5,036,883,000 are expected to be released in year 2024
and RMB984,955,000 that did not meet the recognition criteria
for financial guarantee contracts are disclosed as contingent
liabilities.

The Group has also been actively negotiating with the relevant

financial institution and certain promissory note holders
regarding the borrowings of RMB1,569,065,000 to take the
following actions:

(a)

(b)

(c)

During the current year, the maturity date of
promissory notes with aggregate principal amount
of RMB1,144,342,000 was successfully extended to
December 2025. As at 31 December 2023, outstanding
promissory notes amounting to RMB1,179,111,000 were
not extended nor repaid upon the scheduled repayment
dates and thus became overdue, and RMBS8,618,000
became immediately repayable pursuant to the
cross-default terms under the relevant loan agreements.
The Company is in the process of negotiating with these
promissory note holders for further arrangements,
including the extension of maturity dates and obtaining
waiver from the lender for the due payment pursuant to
the relevant cross-default terms.

As at 31 December 2023, the Group had other borrowing
of RMB47,555,000 which was overdue. The Group is in
the process of negotiating with the relevant lender for
extension of repayment and renewal of such borrowing.

As at 31 December 2023, the Group had secured
borrowing of RMB342,399,000 which was overdue. The
Group is in the process of negotiating with the relevant
financial institution for extension of repayment and
renewal of such borrowing.
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iii)

iv)

i\%.—ﬁ‘é\iﬁﬂ:

As at 31 December 2023, the Group has drawn down
USD119,951,000 (equivalent to approximately RMB851,390,000)
in total from the loan facility, provided by entity controlled
by Mr. Zhang Zhi Rong, who agreed to provide a loan
facility up to USD250,000,000 (equivalent to approximately
RMB1,774,450,000) to the Group for the funding of the
oilfield operations of the energy exploration and production
segment. As at 31 December 2023, the carrying amount is
RMB760,755,000 and it is payable by 31 December 2025.

The Group has focused on its operations in development of
the energy exploration and production segment. During the
current year, a number of wells were in production in the
Republic of Kyrgyzstan ("Kyrgyzstan”).

Management expects to realise an increase of oil output
through further development and expansion of this segment,
thereby generating steady operating cash flows.

As at 31 December 2023, the Group has drawn down
RMB5,725,000 in total from the loan facility, provided
by an entity controlled by a close family member of Mr.
Zhang Zhi Rong, who agreed to provide a loan facility up to
RMB40,000,000 to the Group for the funding in respect of the
energy exploration and production segment. In addition, the
Group also entered into a cooperative framework agreement
during the year ended 31 December 2018 with an independent
third party who agreed to provide materials for the exploration
and production of crude oil with an aggregate amount up to
USD500,000,000, in exchange for an option to purchase up
to 70% of the total crude oil produced by the Group at 92% to
95% of the market price as a form of repayment until all the
liabilities are repaid. Such facility has not been utilised up to 31
December 2023.
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The consolidated financial statements have been prepared on
a going concern basis, the validity of which depends on the
outcome of these measures, which are subject to multiple
uncertainties, including (i) whether the Group is able to obtain
the agreement from the banks and lenders to release or
discharge fully the Company’s guarantees for the borrowings
owed by the Disposal Group; (i) whether the Group is able to
convince the banks and lenders not to demand for repayment
of the outstanding loans of the Disposal Group before the
completion of the full release of the Company’s guarantees;
(i) whether the Group is able to negotiate with all existing
promissory note holders to make further arrangements
including extension of the maturity dates; (iv] whether the
Group is able to negotiate with the relevant financial institution
and lenders for the renewal or extension for repayment
for the borrowings; (v) whether the Group is able to obtain
waivers from the relevant promissory note holders for the
due payment in relation to those notes that have cross-default
terms and extend the repayment dates when they fall due; (vi)
whether the Group can successfully implement a business
plan for its Energy Business and Oil Storage Business to
generate cash inflows; and (vii) whether the Group can obtain
additional sources of financing, including those to finance the
Energy Business and draw down from the various facilities
made available to the Group by entities controlled by Mr. Zhang
Zhi Rong and a close family member of Mr. Zhang Zhi Rong,
during the year as and when needed.

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

As a result of the matters discussed in the section headed “Going
Concern and Mitigation Measures”, the Group’s financial conditions,
together with the other matters as described in note 2.1(b) to the
consolidated financial statements, indicate the existence of multiple
uncertainties which may cast significant doubt about the Group’s
ability to continue as a going concern, the Company’'s auditor
does not express an opinion on the Group’s consolidated financial
statements for the year ended 31 December 2023. The Independent
Auditor’s Report is contained in pages 91 to 94 of this annual report.

As set out in note 2.1(b] to the consolidated financial statements as
contained in this annual report, the Directors of the Company have
been undertaking a number of measures to improve the Group’s
liquidity and financial position, to refinance its operations and to
restructure its debts.

The Board and Audit Committee agreed with the views of the
management and the auditor regarding the multiple uncertainties
relating to going concern. There is no disagreement by the Board,
the management nor the Audit Committee with the position taken
by the Company’s auditor regarding the disclaimer of opinion.

The Directors will continue to use their best efforts to protect and
uphold the Company’s best interest, including ongoing negotiation
with the relevant banks and lenders for the Relevant Guarantees,
renewal and extension of the Group’s borrowings and development
of the energy exploration and production. The Group, the Directors
and the management will be proactive to resolve matters relating to
the disclaimer of opinion throughout the coming years.

Shareholders’ Rights

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

The requisition must (i) specify the objects of the meeting, the
name of the requisitionist(s), their contact details and the number
of ordinary shares in the Company held by them, (i) be signed by
the requisitionist(s) and [iii) be deposited at the Company’s principal
place of business in Hong Kong.
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The Directors must, within 21 days from the date of the deposit
of the requisition, proceed to convene an extraordinary general
meeting to be held within a further 21 days. If the Directors fail
to convene the extraordinary general meeting as aforesaid, the
requisitionist(s), or any of them representing more than one-
half of the total voting rights of all of them, may themselves
convene the meeting. Any meeting so convened shall not be held
after the expiration of three months from the date of the deposit
of the requisition, and all reasonable expenses incurred by the
requisitionist(s] as a result of the failure of the Board shall be
reimbursed to them by the Company.

Shareholders’ Enquiries to the Board

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

Investor Relations Department

China Huarong Energy Company Limited
Room 807H, 8/F, Cornell Centre,

50 Wing Tai Road,

Chai Wan, Hong Kong

Email: cosecldhuarongenergy.com

Tel no.: +852 3100 0490

Fax no.: +852 2180 7880

The Investor Relations Department will forward the shareholders’
enquiries and concerns to the Board and/or the relevant Board
committees and answer any shareholders’ questions (where
applicable and appropriate).

Shareholders’ Meetings

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

All shareholders of the Company have the right to be informed and
participate in material matters of the Company as prescribed by
laws and the Articles of Association.
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Investor Relations

The Group is committed to regular and proactive communication
with its shareholders. It has adopted a policy of disclosing clear,
adequate and relevant information to its shareholders in a timely
manner through various channels. This policy is regular reviewed to
ensure its effectiveness.

The Board considers that the Company has effectively
communicated with Shareholders during the year. The Board
communicates with its shareholders and investors through various
channels. The Board members meet and communicate with
shareholders and investors at annual general meetings and other
general meetings.

Investor Relations Department responds in a timely manner to
letters and telephone enquiries from shareholders and investors
of the Company. An email contact cosecldhuarongenergy.com is
available to shareholders and investors of the Company.

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

Changes in Constitutional Documents

At the annual general meeting held on 8 June 2023, a special
resolution was passed by the Shareholders to amend and restate
the then existing second amended and restated memorandum
and articles of association of the Company in order to (i} bring
the memorandum and articles of association of the Company
in line with the relevant requirements of the applicable laws of
the Cayman Islands and the Listing Rules; and [ii) make certain
housekeeping improvements. The third amended and restated
memorandum and articles of association of the Company are
available for viewing on the websites of the Company and the Stock
Exchange. Save as disclosed above, there was no other amendment
made to the constitutional documents of the Company during the
year ended 31 December 2023.
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Overview

China Huarong Energy Company Limited (the “Group” or “we”)
is principally engaged in energy exploration and production
businesses in the Republic of Kyrgyzstan (the “Kyrgyzstan”), and
oil storage business in the People’'s Republic of China (the "PRC").
We were granted rights to conduct the energy exploration and
production businesses by holding 60% interests in the projects
involving five oilfields located in the Fergana Valley of Kyrgyzstan.
Besides, we hold 50.46% of the equity interest of Nantong
Zhuosheng Petrochemical Co., Ltd. for the provision of oil storage
and trading businesses. This Environmental, Social and Governance
("ESG") Report (the "Report”) summarizes the ESG initiatives, plans
and performances of the Group in 2023, and demonstrates our
on-going commitment towards sustainable development.

About this Report

This Report has been prepared in compliance with the requirement
under the "ESG Reporting Guide” set out in the Appendix C2 of
the Rules Governing the Listing of Securities on the Main Board
of The Stock Exchange of Hong Kong Limited, for the period from
1 January 2023 to 31 December 2023 (the "Reporting Period”).
The reporting boundary of this Report covers the Group’s energy
exploration and production businesses in Kyrgyzstan, and oil
storage and trading businesses in the PRC. Key Performance
Indicators ("KPIs") that need to be revealed compulsorily as
required by the "ESG Reporting Guide” are all addressed in the
“Environmental Sustainability” and “Social Sustainability” sections
of this Report. Alongside with the reporting principles of the "ESG
Reporting Guide”, this Report also discloses the related laws and
regulations that have been complied.
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Stakeholders Engagement

Stakeholders refer to the groups and individuals materially
influencing or being influenced by the Group's businesses. The R FEMNBEBMEA - REBNIFMHE
BREN EE#E KRR KREE E

Group's stakeholders include governments, regulatory authorities,

KO EZH

shareholders, investors, directors, employees, customers, FE -BI1 -BF - - #EBNAR

suppliers and general public. Effective communications with
stakeholders are essential for enhancing our sustainability SRES - FIE R 1510 & E B AESG
strategies and understanding the ESG topics which are material to
stakeholders. Thus we could address stakeholders’ concerns timely
and prepare this Report in accordance with those ESG topics that &2 AR AN E - NERER - B8R

our stakeholders consider important. During the Reporting Period, {3 & /BBMN/EE BIE

our communication activities with stakeholders include:

Stakeholders
BiE

Communication Activities

BEED

Governments and Regulatory Authorities

BEREEHE

Shareholders and Investors

BRREREE

Directors

BE=x

Employees

o

=

\

Customers
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Face-to-Face Meetings
TE %1 [ 5h &

Annual General Meeting

Interim and Annual Reports

Listing Compliance Announcements
Investor Meetings

Corporate Website

BERBFRE

R R FE RS

EHAERRE

REEEZ

Rk

Board Meetings

EXTeH

Employee Trainings
Employee Exchange Meetings
BTl

= N A
BETIRREKRE

Customer Interviews
On-site Visits

Customer Service Hotlines and Electronic Mailbox

Corporate Website
B #

115 2 8
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Stakeholders Communication Activities
40 BEEY
Suppliers Supplier Meetings

On-site Inspections and Visits
HrEm HERS S

BiEmERER

Media and General Public

Management Media Interviews

Corporate Website

HBRAR

BEERE A
X @b

The Group welcomes stakeholders” opinion and feedback on this
Report. Readers are welcomed to share their views with us at
cosec(@huarongenergy.com.

Materiality Assessment

ESG risks are unique for each company and highly depend on the
company’s specific business model. In order to understand the
ESG topics that the Group's stakeholders are most concerned, we
have appointed an independent sustainability consultant to conduct
an ESG materiality assessment. The Group invited stakeholders
to select particularly important options among a series of ESG
topics related to the Group’s businesses. Finally we formulated
the materiality assessment matrix set out below. This scientific
materiality assessment helps the Group to identify the ESG
topics that are required to be prioritized and formulates our ESG
strategies accordingly.

H
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Sustainability Materiality Assessment
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Importance to the Group's Development

BASEZERRNERE

A Environmental Impacts IRIEFZE

. Operating Practices 3821

1 A Greenhouse gas emissions

2 A Climate changes

3 A Use of energies

4 A Water consumption and sewage treatment

5 A Land use, pollution and restoration

6 A Solid waste treatment

7 A Use of raw/packaging materials

8 A Mitigation measures to protect environment and natural
resources

9 . Composition of employees

10 . Employee remuneration and benefits

11 . Employee occupational health and safety

12 . Employee development and training

13 . Prevention of child labor and forced labor

14 [ | Responsible procurement

15 [ | Management of suppliers’ sustainability works

16 [ ] Product quality management

17 [ | Impact on the environment of products

18 [ | Customers satisfaction about products

19 [ | Marketing and promotional strategies of products

20 [ | Protection of intellectual property rights

21 [ ] Protection of customer’s information and privacy

22 [ | Prevention of bribery, extortion, fraud and money laundering

23 [ | Anti-corruption policies and whistle-blowing procedures

24 [ ] Corporate governance

25 * Support for local community

26 * Public welfare and charity

CHINA HUARONG ENERGY COMPANY LIMITED
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From the materiality assessment matrix, the Group has identified
the following five ESG topics which are most relevant to our
operations:

3. Use of energies

4. Water consumption and sewage treatment

16.  Product quality management

21. Protection of customer information and privacy
24. Corporate governance

Board Inclusiveness

The Board of Directors (the “Board”) of the Group is the highest
governing body responsible for the formulation of our ESG
strategies. The Board regularly integrates our sustainability targets
into the businesses, identifies and manages our sustainability risks,
and provides improvement recommendations. Under the Board,
there are dedicated representatives from each business segment
of the Group to be responsible for the Group’'s ESG matters. For
enhancing our ESG data collection and analysis, we have appointed
an independent sustainability consultant to provide strategic
advices on our future sustainability development.

Board Statement

The Board is ultimately responsible and accountable for the
Group’'s ESG strategies and disclosures, and fully committed
to integrating the ESG initiatives into business operations. The
Board guides the management and monitoring of ESG matters
that have been identified as relevant to the Group. To ensure the
effective implementation of the Group’'s ESG strategies, the Board
requires the related senior management to report the Group’s
ESG performance regularly. The Board reviews the list of material
ESG issues and risks identified by the senior management, and
ensures appropriate risk mitigation measures have been taken. All
ESG disclosures, strategies and targets in this Report have been
reviewed and approved by the Board.
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Environmental Sustainability
Emissions

The Group’s core crude oil exploration and production businesses
consume certain amount of natural resources, which directly
impact the environment and generate greenhouse gases ("GHG").
Thus we firmly adhere the green production principle and strive to
enhance crude oil extraction efficiency. We discharge pollutants in
strict compliance with the statutory requirements and standards
of Kyrgyzstan, and ensure all our emissions within legal limits.
Our environmental protection engineers regularly inspect the
crude oil extraction sites to identify the high environmental
safety risk processes. They are required to report the Group's
environmental protection works quarterly to avoid major accidents
that may damage the environment. In addition, there are external
consultants to monitor the entire production process and provide
professional advices. The State Inspection for Environmental and
Technical Safety of the Kyrgyzstan conducts annual inspections of
the Group and provides inspection reports. During the Reporting
Period, the State Inspection for Environmental and Technical Safety
of Kyrgyzstan issued an environmental protection non-violation
certificate to the Group, which means our emissions were within the
national limits.

For the oil storage and trading businesses, the environmental
management department is responsible for arranging dedicated
personnel for environmental protection related matters. We have
implemented pollution prevention measures and closely monitored
the environmental conditions surrounding the production sites.
Pollutant purification initiatives such as sewage treatment
stations, and oil and gas collection devices are placed to reduce
the pollutants in wastes. Besides, we regularly introduce waste
sources and treatment methods, and emergency responses to
environmental pollution accidents to employees to enhance their
environmental awareness and adaptability.
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During the Reporting Period, the Group generated 5.85kg of
Nitrogen Oxides, 0.80kg of Sulphur Oxides and 0.43kg of Particulate
Matter. The total GHG emission for the Group was 1,587.0tonnes
CO2e for the same period.

Table 1: Various Emissions in 2023

RIR - HERERKRS

RIEREHE AEEEERR A1 Y5.85T
% HRAEEW080 TR REN0LITR - [A
Hy - REEFTE AL MGHGA = &1,587.018
—HIEHmEE -

Kl —EZ=ZFEEFRNH L E

Gases Unit Amount
R B BHE
Nitrogen Oxide (NO,) kg 5.85
=Rl T
Sulphur Oxides (SO,) kg 0.80
=R lek?) T
Particulate Matter kg 0.43
R T

Table 2: Various GHG Emissions in 2023

K2 —E - =FEEFIGHGH K E

Intensity*

(Unit/RMB1

million

KPIs Unit Amount Revenue)

B

(B, BEE

KPIs B BHE ARWHRA)

Scope 1 (Direct Emissions) Tonnes of COze 129.2 1.56
E—R(EZEBER mE - —SILIREE

Scope 2 (Indirect Emissions) Tonnes of COze 1,455.5 17.62
E-H(BEEZHER W —|EIRE R

Scope 3 (Other Indirect Emissions] Tonnes of COze 2.3 0.03
E=H(HEMEEZER W —|EIREE

Total Tonnes of COze
st WE - —SLiRE & 1,587.0 19.21
*Note: Intensity was calculated by dividing the Group's revenue of RMB82.6 million  *it: BENUN T -_=FREEWKAARES2 (A E T

in 2023.
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Hazardous wastes may be generated during the crude oil
exploration and production, possibility from the leakage of crude oil
or sewage. There are strict measures for the Group to monitor the
oil pipelines and various equipment in the production sites to avoid
crude oil leakage. Our production sites are equipped with sewage
tanks and anti-seepage cloth, and oil booms and oil-absorbing felts
are installed at the pier to prevent harmful wastes from seeping
into the soil. Qualified outsourcing companies are responsible
for the safe treatment of sewage to ensure within legal discharge
standards. Hazardous wastes will be transported to the central
collection points for centralized treatment, stored in sealed oil
tanks and then processed by qualified outsourcing companies.

For oil storage and trading businesses, our production sites,
equipment, safety protection, fire protection, life-saving and
environmental protection equipment all meet the safety
requirements of relevant laws. We conduct regular inspection
and maintenance on all equipment, and configure sufficient
anti-pollution emergency equipment, such as oil booms and oil
skimmers.

The non-hazardous wastes generated by the Group are mainly
daily operation wastes in production sites and offices, such
as plastics, paper, and domestic garbages. All employees are
required to reduce waste generation, purchase durable and
environmental-friendly products in daily operations. The Group
follows the “3R" (Reduce, Reuse, Recycle] waste management
principle to properly handle and dispose wastes. Recycle bins are
placed in production sites and offices to collect and classify wastes.
Classified wastes will be sent to recycling centers for disposal
by professional sanitation service companies. We acknowledge
the importance of reducing wastes from sources. The Group has
basically accomplished paperless office by encouraging employees
to use electronic documents and utilize electronic communications.
We also promote reusing old office equipment and changing the
habit of throwing away immediately after use. Meals in our staff
canteens are well planned to reduce food wastes.
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Table 3: Non-Hazardous Waste in 2023 *3 —E—CFHETEEYHFNE
Intensity*
(Unit/RMB1
million
Waste Major Item Unit Amount Revenue)
BmE*
(B S8R
BEEEY) TEESE By HmEg AREBERA)
Non-Hazardous Waste Office Daily Solid tonnes 17.8 0.22
Wastes
BEREEY WAEHE A
B §8 B 1)

*Note: Intensity was calculated by dividing the Group’s revenue of RMB82.6 million

in 2023.

Use of Resources

To mitigate the indirect GHG emissions, the Group adopts various

measures to reduce the procurement and usage of various

resources in daily operations. During the Reporting Period, the
main resources consumed by the Group were electricity, water,
diesel, gasoline and paper. The Group does not consume packaging

materials in daily operations.

Table 4: Usage of Various Resources in 2023

e BEA SR =FAKEKRAARESEET

HE o

Al =

&IRE M

R DCHGH R ZE PN AEBRMZIA

¥& 1R >

AREETREERNRBME

Ao RERS AREERNEELR
BE K S TR AR - AEEE
EEY T ES T

X4 —EZFEHEREHE

Intensity*
(Unit/RMB1
million
Resources Unit Amount Revenue)
B
(B BER
BERER By HE ARBWA)
Electricity kWh ('000) 4,046 48.98
E5) + R & ('000)
Water m3 1,710 20.70
Vi 3K
Diesel liter 5,000 60.53
s AT
Gasoline liter 49173 595.32
;i ~FH
Paper kg 485 5.87
A ok T

*Note: Intensity was calculated by dividing the Group’s revenue of RMB82.6 million

in 2023.
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e Electricity

The

Group’s use of electricity was mainly from the production

sites and daily operations in offices. We always remind our

staf

f to reduce electricity consumption. Energy saving and

environmental-friendly equipment and office supplies have

been used in operations. Following are the electricity saving
measures implemented by the Group:

v

v

. Wat
The

Use of LED lightings;

Display “Turn off the lights after work” signs in prominent
places in production sites and offices;

Encourage employees to use less air conditioning and
maintain indoor air temperature at 25 degree Celsius;

Check the status of all electrical appliances everyday to
prevent people from leaving without turning off electrical
appliances;

Hire maintenance specialists to repair and clean the
air-conditioning system regularly;

Purchase electrical appliances with energy efficiency
labels.

er
Group’s water consumption mainly came from the

production sites and daily operations in offices. As water is

a precious resource that is indispensable to our society, we
adopt the following measures on water conservation:

v

Cut off unnecessary water usage from the sources, and
regularly review the water consumptions in production
sites and offices;

Post “Water Conservation” signs in prominent places in
production sites and offices;

Remind employees to turn off the tap after use and stop
water supply during non-office hours;

Develop water recycling measures, and properly recycle
and reuse water;

Repair or replace water facilities immediately if water
leakage is found.
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e  (Gasoline and Diesel
The Group’s use of gasoline and diesel were mainly from the
business vehicles in our daily operations. We implemented
following measures to reduce gasoline and diesel
consumption:

v Use of low emission gasoline and diesel;

v Purchase electric vehicles or low-fuel consumption
vehicles;

v Advocate shared use of business vehicles in business
activities;

v Require employees to use public transportations for
non-critical business activities;

v Encourage employees to conduct video and audio
conferences to replace on-site meetings and reduce
business travels.

e  Paper
The Group’s paper usage mainly came from production sites
and daily operations in offices. We advocate paperless office
and information automation, and following are our measures
to reduce paper consumption:

v Procure environmental-friendly paper;

v Setdouble-sided printing as printers’ default setting;

v Recycle of used paper;

v Utilize email, intranet and scanners to transmit or store
documents electronically;

v Use of electronic means to promote the Group's products
to reduce paper promotional materials.

Environmental and Natural Resources

Apart from the emissions and resource consumptions discussed
above, the Group's operations did not have other direct and material
impact on the environment and natural resources.
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Climate Change

The Group recognizes climate change is one of the greatest
risks confronting humanity, in particular extreme weather is
threatening our community and business operations. It is vital
to understand our corporate role in addressing climate change
threats, which could impact the Group in terms of both its business
profitability and long-term resilience. During the Reporting
Period, we maintained our vigilance in monitoring and addressing
climate-related concerns that are pertinent to our business.
We have identified the following physical and transitional risks,
included them in the monitoring list and formulated corresponding
mitigation actions.

Climate Risks

RIRB 1
AEERRIRIKELEABEERK
KERZ—  Fhl2Ei%m XA LEERE K
Mt EMAREE THRERYRIKE
EEERMFNECXACEREE Sk
TEASENEBANENMEHEERE
Ao REHRME - RARFES - ERM
REAFMEBEFORKRBEAME -
IR AT B AEE R - K H A A
ERBE B ER B & BRI -

Mitigation Actions

RAR @B BBIER

Physical Risk v Extreme weather caused by climate v/ Develop emergency response
change may lead to various natural measures to maintain normal
disasters such as hurricane, business operations.
flooding, wildfire and etc., which v/ Commit to adopting environmental-
will affect the normal business friendly and low-carbon operating
operations and supply of raw measures to reduce GHG emissions.
materials. v Increase the use of environmental-

friendly raw materials and reduce
dependence on a single supplier.

ERAR v RIRZ(SIENBHRARAES v GIEEREBETEENRESRE
BEBEARNE - WRRRE - KX B -

WAE  EMFEXBLEFEEF v BORDNEREARSLERELE
KRR R E - B R 2 GHGHERR °
v EBMERRERERME - ROYH
B-HEREAKHE -

Transition Risk v/ More stringent policies and v/ Conduct regular review and analyses
disclosure requirements for of sustainability regulations and
corporate sustainability by various disclosure requirements in each
governments and regulatory business location.
authorities. v Appoint independent sustainability

consultant to enhance ESG
disclosure and data collection.

B R v ZBEBRNREERBETERE v THERNONZEBHIEOAIRE
MEEAREERBIRNRESR BERERRBEER -

Fe v BEBIUAREZERER  MNR

ESGH & f1 & Bl Uk & -
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Looking ahead, the Group will continue to closely monitor
the environmental protection policies and regulatory trends
in Kyrgyzstan, the PRC and worldwide. We shall invest in
corresponding environmental protection measures timely to
enhance the Group’s sustainability performance.

Sustainability Targets

In 2021, the Group has set sustainability targets of the GHG
emission intensity, non-hazardous waste generated intensity and
the intensity of use of various resources will be maintained stable
for the next three to five years. During the Reporting Period, the
targets could not be achieved due to decrease in the Group’'s
revenue. We will regularly review the sustainability targets and
adopt the measures stated in this Report to achieve the targets.

Social Sustainability
Employment

The Group firmly believes that talents are the cornerstone of
our continuous business growth. We highly value talents and
consider talents are our valuable assets. Thus we are eager
to provide all employees a fair, open, safe and healthy working
platform. The Human Resources Department is responsible for
the implementation of the Group’s recruitment, dismissal and
welfare policies, which are strictly in accordance with the relevant
employment laws and regulations of Kyrgyzstan and the PRC.
In Kyrgyzstan, we actively promote localization which does not
only to satisfy the local employee ratio requirement, but also to
provide employment opportunities for local citizens. The main
focuses of the Group’'s employment policy are employees’ diversity
and inclusion as our employees are from different countries and
races. We treat all employees equally in terms of recruitment,
employment, compensation, training, promotion, dismissal and
retirement, regardless of gender, race, age, disability, family status,
marital status, sexual orientation, religious belief, nationality or
any other factors unrelated to work. There is zero-tolerance of
discrimination within the Group and disciplinary actions would be
taken if any non-compliance of the equal opportunities is found.
We respect the rights and interests of female employees. They are
entitled to have fair opportunities for employment and promotion.
Allowances for the International Women’'s Day has been provided
and special festival activities were held.
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The Group is committed to attracting outstanding talents, and
our recruitment process is open and fair. The Human Resources
Department prepares annual recruitment plans at the beginning
of the year based on business development needs. Recruitment
strictly adheres with the legal requirements in each business
location. Job applicants are selected only based on their
performance, personal attributes, job experiences and career
aspirations. Labour contracts are signed in accordance with
equality, voluntariness and mutual negotiations. We provide
“Employee Handbook” to all staff, especially the Chinese-Russian
bilingual “Employee Handbook” for employees in Kyrgyzstan to
protect their rights. Pre-employment trainings are provided for the
newly joined staff. They are trained and mentored by experienced
employees in production sites. The Group fully complies with the
statutory minimum wage requirement in each business location,
and also pays social insurance and pensions for all employees.
Employees” working hours and rest periods are set in accordance
with the laws. In addition to statutory paid leaves, employees are
also entitled to sick leave, maternity leave, marriage leave and
compassionate leave.

The Group conducts quarterly and annual employee
performance appraisals to evaluate employees’ performance.
It is also the reference for promotion and salary adjustment
to retain outstanding staff. Our priority is to promote internal
well-performed and high-potential employees. Staff promotions
and salary adjustments are only based on their performance,
capabilities and professional ethics. There is a clear dismissal
system under the “Employee Handbook”. The Group will only
dismiss employees reasonably and in accordance with the laws in
of each business location. Any unfair or unreasonable dismissal is
strictly prohibited.

As of 31 December 2023, the total number of employees within
the reporting boundary of this Report was 142. All employees are
full-time staff. During the Reporting Period, 20 employees left the
Group.
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Table 5: Employees by Category as of 31 December *H —E=F+-HA=1—HE
2023 Tr#

Male Female

B g3

121 21

Kyrgyzstan PRC

B H

49 93

30years old or below 31-40 years old 41-50 years old 51 years old or above

30U T 31-405% 41-505% 513 = L b

23 41 45 33

Senior Management Middle Management General Staff

BREEE HREERE —-RET

6 12 124

Table 6: Employee Turnover by Category in 2023

*6. —ECZFBBES T HE

Male Female

B 7%

16 4

Kyrgyzstan PRC

HE A B

17 3

30 years old or below 31-40 years old 41-50 years old 51 years old or above
VA AT 31-405% 41-505% 518 3 M £

8 6 2 4
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During the Reporting Period, the Group was in full compliance
with relevant employment laws and regulations regarding
remuneration, dismissal, recruitment, promotion, working hours,
holidays, equal opportunities, diversity, anti-discrimination,
welfares and etc.

Occupational Health and Safety

The crude oil exploration and production businesses involves
handful of processes with potential occupational health and safety
risks. Thus employees’ health and safety is always on the top of our
agenda, and we strive to provide healthy and safe workplaces. We
strictly abide by the laws and regulations related to occupational
health and safety in each business location. The Safety Committee
is responsible for the Group’'s occupational health and safety
matters, which covers labour protection, equipment safety,
workplace conditions, personnel training and business knowledge
inspection. In Kyrgyzstan, the full-time safety engineers conduct
daily supervision and rectification according to local laws. They
are required to report the safety situation of production sites every
quarter. The leaders of production and engineering departments
are required to conduct daily inspection with the focus on checking
high-risk points, and closely monitoring oil pipelines and related
equipment. Once a safety problem is found, on-site education
must be carried out immediately, as well as timely rectification.
We provide safety protective equipment especially for dangerous
types of work. The Group's disaster response code provides all
employees the clear safety process guidelines and contingency
measures.

Fire is the most risky incident faced by the Group. We formulated
various fire emergency measures, and strictly prohibiting
employees from smoking and lighting fires in production sites.
Electrical hazard signs are posted at appropriate locations to
remind employees to pay attention to fire safety. We unified the
identification signs of dangerous goods, and standardized the use
and storage of flammable and explosive items. We placed escape
route maps in prominent places in offices, and equipped with
emergency medical kits and fire-fighting equipment. It is strictly
forbidden for any items to occupy the emergency exit passages.
We regularly inspect the fire-fighting facilities to ensure that they
are not damaged or expired, and arrange fire drills periodically.
The Group has agreements with the fire brigades in each business
location to carry out joint emergency response to accidents.
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All frontline production employees are equipped with work
clothes, shoes, safety helmets and fire extinguishers. Employees
are required to provide physical examination certificates before
on boarding. We will also conduct physical examinations for
employees every year thereafter. If any abnormal situation is found,
appropriate work arrangements and medical follow-ups will be
made. Insurances are purchased for employees. We conduct
quarterly safety and health trainings for employees. The Human
Resources Department holds regular discussions with employees
to take care of their mental health and help them to relieve work
pressure. In any unfortunate event of casualty accidents, the Group
will provide immediate assistance to the injured employees. The
Safety Committee will also investigate each accident to prevent
recurrence.

During the Reporting Period, the Group did not violate any relevant
laws and regulations regarding occupational health and safety. For
the past three years, the Group has not recorded any work-related
fatalities and loss of working days due to work injury.

Development and Training

On-the-job training is vital to employees’ career development.
Enhancing employees’ knowledge and skills will promote the
competitiveness of the Group. The Group’s employee training
system consists of three parts: pre-job trainings for new
employees, on-the-job trainings and self-improvement trainings for
existing employees. Employees must obtained relevant professional
qualifications or vocational training certificates before on board.
The Human Resources Department is responsible for enhancing
the skills of employees and assisting them to pass the professional
qualification assessments in each business location. Regular
staff trainings are arranged based on employees’ positions, roles,
career goals and needs. For instance, we arranged all employees
to participate the safety trainings and each department conducted
its own business trainings. The Group provides examination leave to
encourage employees to acquire professional qualifications in their
spare time. We are fully responsible for employees’ internal training
costs and partially responsible for employees to join those external
trainings that may help to accomplish the Group’s business needs
or personal development.
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During the Reporting Period, the Group organized 2,104 hours of
training for the entire staff, which represented an average of 14.8
hours of training per employee.

Table 7: Employee Training Hours by Category in 2023

RERPHE AEEBAE2EBETRHET
2104/ NEREEFI| - FHBRE TR T14.8/0

SR

&7 —EZ=FRETHLE TH
5 3 B [T

Senior Middle General
Management Management Staff Total
EREEE HREEE -RET =E:S
Number of Training Hours 559 s R (/) ) 180 132 1,792 2,104
Number of Employees BI#E(A) 6 12 124 142
Average Training Hours per Employee FRETITFHEI
B fe (/) Bp) 30.0 11.0 14.5 14.8
Male Female
E:Y zH
Number of Training Hours 12 I 855 1 (/N Bg) 1678 426
Number of Employees BIHABACA) 121 21
Average Training Hours per Employee BEE TP FINERCNE) 139 203
Labour Standard 2 T XA
The Group is fully aware that child labour and forced labour violate ANEEBEFZD BRI EZETMABEBRILT

basic human rights. We strictly abide the laws and regulations in
each business location, and implement strict measures to prevent
child labour and forced labour. During the recruitment, we require
the applicants to present their personal identification documents
including identity cards, academic certificates, employment
records, military service certificates, medical reports and etc., to
ensure that the age and other personal information provided are
correct and can be legally employed. Working hours and rest time
of employees are according to the laws and regulations. Employees
who work overtime are only on voluntary basis. For any overtime
works during the peak season, we provide extra vacations for
compensation to ensure sufficient rest of the staff. The Group will
issue warnings and even dismissal if there is any violation of laws
and regulations related to child labour and forced labour.

During the Reporting Period, the Group was not in violation of any
laws and regulations related to the prevention of child labour and
forced labour.
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Supply Chain Management

While the Group strongly supports sustainable development, we
also expect our suppliers to fulfill the same social responsibilities.
Thus we closely monitor the ESG performance of the entire supply
chain. The Group's “Administrative Measures for Tendering and
Bidding” stipulates that the supplier selection process shall be
conducted in open, fair and transparent manner. All suppliers will
be given equal opportunities and at least three potential suppliers
must be approached. Our Bidding Committee strictly follows the
“Administrative Measures for Tendering and Bidding” to evaluate all
potential suppliers, including their prices, service scopes, financial
status, environmental awareness, occupational health and safety,
loyalty and etc. Environmental-friendly suppliers are given selection
priority. We have taken every step to avoid corruption or bribery in
the procurement process. Suppliers are required to declare their
interests to avoid conflicts or transfer of interests. Our contracts
with suppliers specify the suppliers’ obligations. Suppliers are
bound to perform in accordance with the contracts by the deposit
system. After the cooperation is confirmed, suppliers must prevent
any possible adverse environmental impacts from their operations
and production processes. We engaged independent supervisory
agencies to conduct annual inspections on suppliers’” safety,
environmental protection, labour protection and etc. Based on the
inspection reports, we may require suppliers for rectifications and
warnings will be given to those unqualified suppliers.

During the Reporting Period, there were 187 suppliers for the
Group within the reporting boundary of this Report, including 5 from
Kyrgyzstan and 182 from the PRC.

Product Responsibility

Provision of high-quality products to customers is the key to gain
their long-term trust and support. The Group’'s product quality
assurance system ensures that our products satisfy customers
demand and fulfill the legal requirements in each business location.
We regularly review the product quality to identify the problems
and timely ratify the deficiencies. For unqualified products, we will
evaluate with the industry experts and prepare written reports
to improve quality. We provide work-flow and product knowledge
trainings to our sales representatives, and ensure they would not
make any false publicity. All external product publicities must be
approved by the management before being released.

The Group’'s complaint handling system and procedures ensure
customer complaints will be handled timely. Customers can submit
feedback and complaints through our service hotlines, emails and
surveys. We will arrange appropriate staff to handle the complaints
based on their content. Follow up actions and remedial measures
will be prepared in the shortest possible time.
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The Group recognizes the importance of protecting intellectual
property rights. We established management systems for handling
matters related to patent and intellectual property rights, which
intellectual property rights are protected through receiving or
registering patents. The Group refuses to provide or use any
products or services that violate copyrights or intellectual property
rights. We only procure genuine products, and all software and
information used are legally licensed.

The Group ensures that necessary steps and measures have been
taken to preserve the confidentiality and data of customers and
suppliers. Before we collect customer and supplier information, we
have to obtain their signed personal information collection consent
statements. The purposes of data collection are clearly stated in the
statement and the data could only be used for the stated purposes
at the time of collection. The right to access and use customer and
supplier data is limited to relevant departments and employees.
We always remind all employees of the Group's requirements for
handling customer and supplier data and privacy. Employees are
required to sign confidentiality agreement, which agreed not to
disclose and improperly use customer and supplier data.

During the Reporting Period, the Group did not violate any laws
and regulations regarding the product responsibility, intellectual
property rights and data privacy. The Group also did not have any
products sold being recalled and received complaints.

Anti-Corruption

The Group believes that integrity is the foundation for maintaining
corporate competitive advantage and there is zero-tolerance of any
form of corruption. We strictly comply with the laws and regulations
related to anti-corruption in each business location. Employees
are required to sign the “Integrity Practice Commitment”, which
prohibits employees in participation of any bribery, extortion,
fraud and money laundering activities. They are not allowed to
accept funds or gifts from customers and suppliers, and they must
complete the interest declaration when necessary. In addition, the
Group will introduce our anti-corruption policy to suppliers before
signing contracts and suppliers are required to sign the “Integrity
Agreement for Tendering and Bidding”. We regularly arrange
business ethics and anti-corruption trainings for our directors and
employees. During the Reporting Period, the Group organized a
total of 96 hours of trainings related to anti-corruption for directors
and employees. The Group will handle any corruption case
seriously and employees who violated the laws will be handed over
to the judiciaries.
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The Group’s independent Internal Audit Department formulated
our internal audit regulations. Internal auditors are responsible
for our internal audit supervision and internal risk control system
establishment. Management regularly reviews the reports of
internal audit, and organizes special meetings to implement
relevant improvement suggestions and prevent corruption risks.

The Group's whistle-blowing system allows whistle-blowers to
report any suspected misconducts to the Audit Committee under
the Board through dedicated email. The Audit Committee will
investigate those suspected misconducts confidentially and reports
the misconduct cases to the Board at least once a year. Immediate
corrective actions will be taken once any violation of regulations is
found.

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

Community Investment

The Group’s ongoing business development is closely tied to the
(l-being of the communities where we serve. Thus we are keen
to contribute in constructing a cohesive and caring society in each
business location. We highly value the importance of participating in
community services and are committed to leveraging our resources
to contribute the society. We pay special attention to fostering
employees’ awareness of social responsibility and encourage
them to voluntary participate in charity events to build cohesion
relationships with the local community of each business location.
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Report Disclosure Index e E XS
Page
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A. Environmental
A RE
Aspect Al: General Disclosure
Emissions — e ez
REA : B Information on: 68-71
(a]  the policies; and
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer
relating to air and greenhouse gas emissions, discharges into water and land,
and generation of hazardous and non-hazardous waste.
ERBERMEBERBHN RKEIHHOBES AEREZTEEYHN
EEFH:
(a) BE:R
b) ETHBETABEAZENHBEZRBRINEHR -
KPI A1 The types of emissions and respective emissions data. 69
R AMERA R ERANMAEEREE -
KPIA1.2 Direct (Scope 1) and energy indirect (Scope 2) 69
greenhouse gas emissions (in tonnes) and, where
appropriate, intensity (e.g. per unit of production volume,
per facility).
MREMERAM2 BER@EEDREREZ(BED EEREHERE (A
MR R(MER BEE(MASEEEN BAR
Meat &) o
KPI' A1.3 Total hazardous waste produced [in tonnes) and, where 70
appropriate, intensity (e.g. per unit of production volume,
per facility).
MBREMERAMI AELEERENRECAEFE I RMER) EZE
(MAEBEEEN  BEARBE) -
KPI A1.4 Total non-hazardous waste produced (in tonnes) and, 71
where appropriate, intensity (e.g. per unit of production
volume, per facility).
BMREVERANL FEEEZTEEVEEUUNFAE) R(MER) ZE
(MABESEMN  BERBAHE) -
KPI A1.5 Description of emissions target(s) set and steps taken to 75
achieve them.
FREMIERMS HAMIT VYN RERR R AEIELERMER
KPIAl.6 Description of how hazardous and non-hazardous 70,75

wastes are handled, and a description of reduction

target(s) set and steps taken to achieve them.
BREWIERAS HARERENEBEEEEYMN L REMFAFIZ

MREEREREINELERMEROLR
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Page
BER
Aspect A2: Use of  General Disclosure
Resources — R E
BEA2: EJREM Policies on the efficient use of resources, including energy, water and other 71-73

Aspect A3: The
Environment and
Natural Resources
EHEA3:
BRERRXRER

Aspect A4: Climate
Change
BEAL: RIFE AL

raw materials.

ERERERBREER - KREAMRME) 8 E K

KPI'A2.1 Direct and/or indirect energy consumption by type (e.g. 71
electricity, gas or oil) in total (kWh in ‘000s) and intensity
(e.g. per unit of production volume, per facility).

B 52 4B AR 1R A2 E%ﬁﬂ%ﬂﬁﬁ’ﬂﬁ%ﬁ%&/i?ﬂ%ﬁ%ﬁ(ﬁﬂ% D)

BRREUTETERFAERZEE(MUABEES

u FHEKMEE)

KPI'A2.2 Water consumption in total and intensity (e.g. per unit of 71
production volume, per facility).

RENIERA22 BRKERTZE (MUBEEEN - BERMEE

KPIA2.3 Description of energy use efficiency target(s) set and 75
steps taken to achieve them.

RS MIERAZS MM UM RERRZERERRENELER
PRERERH) 2 B -

KPI'A2.4 Description of whether there is any issue in sourcing 72
water that is fit for purpose, water efficiency target(s) set
and steps taken to achieve them.

FREMIERA2L fRSKBUER KR LA BERIFE - A RETE
AR BERERAEINELREMERNT R

KPI'A2.5 Total packaging material used for finished products 71
(in tonnes] and, if applicable, with reference to per unit
produced.

FREMIERA2S HEXMAABRMHNAE CANEETE) R (@A)
BEEEMGE -

General Disclosure

—RIE

Policies on minimising the issuer’s significant impacts on the environment and 73

natural resources.

BMEZBTAHRBERRRERENEAZENERK -

KPI'A3.1 Description of the significant impacts of activities on 73
the environment and natural resources and the actions
taken to manage them.

BRAEMIERAZ HAEBEHHRELRABRNEAZERER
NERBRTENTY -

General Disclosure

—REE

Policies on identification and mitigation of significant climate-related issues 74

which have impacted, and those which may impact, the issuer.

AN EHCERAEEHETAEAYENEARKEBEENR

&R o

KPI A4 Description of the significant climate-related issues 74
which have impacted, and those which may impact, the
issuer, and the actions taken to manage them.

BRASERAL HACKRREEHETAELEZENEARKEN
MEE MEHTH -

ANNUAL REPORT 2023
FEHRE2023

85



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
s S HEREARS

7m0 AR 1 10

Page
ZP/N

B. Social
B.4tE
Employment and Labour Practices
BRREZEIER
Aspect B1: General Disclosure
Employment — =
B EB1: &% Information on: 75-78

(a]  the policies; and

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

impact on the issuer

relating to compensation and dismissal, recruitment and promotion, working

hours, rest periods, equal opportunity, diversity, anti-discrimination, and other

benefits and welfare.

BERFHLEE HBEREN THESH RY - FERE 2t

B4R DA Ko At 155 38 K 4R A A9

(&) HE: &

bl BFTEHETABEAZENHBZIZRRINER -

KPIB1.1 Total workforce by gender, employment type (for 77

example, full- or parttime), age group and geographical
region.

BREMBEEBI RMER - BREEL(MEBEFR)  FHAH &t
B SEBARK -
KPIB1.2 Employee turnover rate by gender, age group and 77
geographical region.
BEREMEREBL2 BUR - FhRARRMEE SHEE MK X -
Aspect B2: Health  General Disclosure

and Safety — I =
EHEB2: Information on: 78-79
BEHEZE (a) the policies; and

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

relating to providing a safe working environment and protecting employees

from occupational hazards.

FRRHEZE2TEREMERERECBEE BTN

(a) BX: R
b) ETFTHETABERTZEMEEEEZRBINEHR -
KPI B2.1 Number and rate of work-related fatalities occurred in 79

each of the past three years including the reporting year.

BRAEMIEREB BE=FEBREERFE)EFAITCHNAZLL

):?7( o
KPIB2.2 Lost days due to work injury. 79
MRENIEREB22 RIGBBEATIEASR -
KPIB2.3 Description of occupational health and safety measures 78-79

adopted, and how they are implemented and monitored.
FABAENIEIRB23 WAMKRMANBERRER2ERE - U RBERRT
MRERTTE -
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BER
Aspect B3: General Disclosure
Developmentand — &
Training Policies on improving employees” knowledge and skills for discharging duties 79-80
fEEB3: at work. Description of training activities.
R R Ed FRARAEERTIERENANMB R RENBR - WA EIES -
KPI B3.1 The percentage of employees trained by gender and 80
employee category [e.g. senior management, middle
management].
RS IEIER3 RMEFIREEEN(NSAEERE  PREEE)E
PTHXIEEBDL -
KPI B3.2 The average training hours completed per employee by 80
gender and employee category.
RRAEMIEREBI2 RUEFIKEEBRRE D  BREETKZINTH
By 2K -
Aspect B4: Labour General Disclosure
Standards — MR E
FEEB4: % T %Al Information on: 80
(a]  the policies; and
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer
relating to preventing child and forced labour.
BRAD I E T ko bl8 T :
(a) BE:K
b) ETHETABEAZENHBEIZRRINEHR -
KPI B4.1 Description of measures to review employment 80
practices to avoid child and forced labour.
RS AE RIS IEBA A HEEAMEE AR RET RRFIST -
KPI B4.2 Description of steps taken to eliminate such practices 80
when discovered.
BARENIERBL HWAAEBRERBARERABIB AR S
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Page
BER
Operating
Practices
LEEDH
Aspect B5: General Disclosure 81
Supply Chain — M=
Management Policies on managing environmental and social risks of the supply chain.
[EHBS : EERHEENREREERARER -
fitpEgE T 2 KPI B5.1 Number of suppliers by geographical region. 81

AR A MIEIEBS BRI DM EEHEE -

KPIB5.2 Description of practices relating to engaging suppliers, 81
number of suppliers where the practices are being
implemented, and how they are implemented and
monitored.

FASRAE N E1EB02 WA ERMERKERNED  AMERTERIEN R
HEBHEE  AREBEATRERTE -

KPIB5.3 Description of practices used to identify environmental 81
and social risks along the supply chain, and how they are
implemented and monitored.

PR EMIERBS] HABEANEEREERONREREEART
BHl - ARMBEARTRERTIA -

KPI B5.4 Description of practices used to promote 81

BB B IR 1R B5 4

CHINA HUARONG ENERGY COMPANY LIMITED
BRI AR A E

environmentally preferable products and services when
selecting suppliers, and how they are implemented and
monitored.
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Aspect Bé6: Product  General Disclosure
Responsibility — MR
BEB6: EmMEME Information on: 81-82
(a]  the policies; and
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer
relating to health and safety, advertising, labelling and privacy matters
relating to products and services provided and methods of redress.
ERMREERVNRENREREZE  BE SRELEEENARAM
HITEH]
(a) BE: K
b) ETHETABEAZENHBEIZRRINEHR -
KPI B6.1 Percentage of total products sold or shipped subject to 82
recalls for safety and health reasons.
FREMIEEBL DEXREEXERAHRTRALzEHREEAMAD
WeB D -
KPIB6.2 Number of products and service related complaints 81-82

received and how they are dealt with.

FRAENERBL, KEMRERKRENRFHEARELE L -

KPIB6.3 Description of practices relating to observing and 82
protecting intellectual property rights.

MRENIEEBS WA EGERRENAEEFHANED -

KPI Bé.4 Description of quality assurance process and recall 81
procedures.

BRENERBL HIEERTEBEREM@MKER

KPIB6.5 Description of consumer data protection and privacy 82

policies, and how they are implemented and monitored.
BBENIEFEBLS MM HBEEENRERLBEE  URBERTR

e
BERFIE ©
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Page
BER
Aspect B7: General Disclosure
Anti-corruption — MR
EEB7 : RES  Information on: 82-83
(a]  the policies; and
(b)  compliance with relevant laws and regulations that have a significant
impact on the issuer
relating to bribery, extortion, fraud and money laundering.
BRAMLER $FR RFERAEREN:
(&) BE: &
b) ETFTHETABEARZENHBEIERRINER -
KPI B7.1 Number of concluded legal cases regarding corrupt 83
practices brought against the issuer or its employees
during the reporting period and the outcomes of the
cases.
FREMEIER] REFRMABETAIEEERIYERENES
RAARFHEE RFRER -
KPI B7.2 Description of preventive measures and whistle- 82-83
blowing procedures, and how they are implemented and
monitored.
RIS A MIE1RB72 Ml BEEMEREF  ANBERTRERS
& o
KPI B7.3 Description of anti-corruption training provided to 82
directors and staff.
FRAENIERBIS HAREERBETRHNREFHEI -
Community
HE
Aspect B8: General Disclosure
Community — =
Investment Policies on community engagement to understand the needs of the 83
BTEB8: HE#H%¥E communities where the issuer operates and to ensure its activities take into
consideration the communities’ interests.
BHENHR2ERTREEMEHETENBREEXBEDH S ERLR
M 25 AR ©
KPI B8.1 Focus areas of contribution (e.g. education, 83
environmental concerns, labour needs, health, culture,
sport).
MREMIERBS] HIEREBR(MHE REEFE BIHFR @&
B X -85)-
KPI B8.2 Resources contributed (e.g. money or time) to the focus 83

area.

FRENIEEBS, EEIHRBAPAER(MESBERKRE) -
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF CHINA HUARONG ENERGY COMPANY
LIMITED
lincorporated in the Cayman Islands with limited liability)

Disclaimer of Opinion

We were engaged to audit the consolidated financial statements of
China Huarong Energy Company Limited (the “Company”) and its
subsidiaries [collectively, the "Group”) set out on pages 95 to 213,
which comprise the consolidated statement of financial position
as at 31 December 2023, the consolidated statement of profit or
loss, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended; and the notes
to the consolidated financial statements, which include material
accounting policy information.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the potential interaction of
the multiple uncertainties and their possible cumulative effect on
the consolidated financial statements as described in the Basis for
Disclaimer of Opinion section of our report, it is not possible for us
to form an opinion on these consolidated financial statements. In all
other respects, in our opinion, the consolidated financial statements
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Basis for Disclaimer of Opinion
Multiple Uncertainties Relating to Going Concern

As set out in Note 2.1(b] to the consolidated financial statements,
as at 31 December 2023, the Group had a total deficit of
RMB9,020,675,000 and the Group's current liabilities exceeded its
current assets by RMB8,108,929,000. The Group maintained cash
and cash equivalents of RMB2,143,000 as at 31 December 2023.

On 9 October 2018, the Group entered into a conditional sale and
purchase agreement to dispose of the core assets and liabilities
of shipbuilding, offshore engineering, engineering machinery and
marine engine building segments (the “Shipbuilding Business”,
together with the holding company of the Shipbuilding Business
referred to as the "Disposal Group’] with Unique Orient Limited
(the "Purchaser’), an independent third party. Pursuant to certain
supplemental agreements signed with the Purchaser, the sale
shares of Able Diligent Limited, the holding company of the Disposal
Group, was transferred to the Purchaser on 10 March 2019. As at 31
December 2023, financial guarantees provided by the Company to
the banks and lenders of the Disposal Group, inclusive of principals
and interest, amounted to RMB5,036,883,000. The Group has
considered the impact and recognised financial guarantee contract
of the same amount as at 31 December 2023.

B M AR
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During the year, the Group’'s operation was focused primarily on
the energy exploration and production segment (the “"Energy
Business’), and oil storage and trading segment [the "0Oil Storage
Business’), the development of which has however been limited
due to market conditions and availability of funds for investing
in exploration and drilling of wells. As at 31 December 2023,
borrowings of the Group, amounted to RMB3,934,716,000, out
of which RMB1,569,065,000 were overdue. As at 31 December
2023, overdue interest payables of the Group amounted to
RMB907,037,000. Certain borrowings of the Group contain
cross-default terms, causing borrowings of RMB8,618,000 as at 31
December 2023 as immediately repayable. The Group had cash and
cash equivalents of RMB2,143,000 as at 31 December 2023.

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

These conditions, together with others described in Note 2.1(b] to
the consolidated financial statements, indicate the existence of
multiple uncertainties which may cast significant doubt over the
Group’s ability to continue as a going concern.

CHINA HUARONG ENERGY COMPANY LIMITED
BRI AR A E
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As a result of the above-mentioned multiple uncertainties, the
potential interaction of these uncertainties, and the possible
cumulative effect thereof, we were unable to form an opinion as to
whether the going concern basis of preparation is appropriate.

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

Responsibilities of Directors and
Those Charged with Governance
for the Consolidated Financial
Statements

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view
in accordance with International Financial Reporting Standards
and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors determine
is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due
to fraud or error.

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group's ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the
directors either intend to liquidate the Group or to cease operations,
or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the
Group’s financial reporting process.
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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 issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA"] and to issue an auditor’'s report. We
report solely to you, as a body, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report. However, because of the
matters described in the Basis for Disclaimer of Opinion section
of our report, it is not possible for us to form an opinion on these
consolidated financial statements due to the potential interaction of
the multiple uncertainties and their possible cumulative effect on
the 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, 27 March 2024

Chung Wai Chuen, Alfred
Practising Certificate Number: P05444
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e B HE AR 3R

As at 31 December 2023 R—E-=F+-A=1+—H

2023 2022
—_E_-= —=E- =
Notes RMB’000 RMB'000
M = AR T AR®ET T
ASSETS EBE
Non-current assets ERBEE
Property, plant and equipment Y% REKEME 6 354,009 368,060
Right-of-use assets FHREEE 7 200,941 207,205
Intangible assets mEEE 8 774,290 753,669
Goodwill EES 8 33,347 33,347
Prepayments CANE O 11(b) 17,083 13,380
R 1379670 1.375,661
Current assets REBEE
Inventories FE 10 2,975 4,981
Trade receivables JE U BR K 11(a) 7,608 5,405
Other receivables, prepayments and £ fth & I 51018
deposits BRAREREZS 11(b) 12,734 20,932
Cash and cash equivalents BekReEFEEY 12 2,143 14,583
25,460 45,901
Total assets HWEE 1,405,130 1,421,562
DEFICIT & At
Capital and reserves attributable to AT #EZEFH A
the Company’s equity holders EhEERREE
Ordinary shares I3 A% 13 2,021,534 2,021,534
Convertible preference shares AERE LR 13 3,100,000 3,100,000
Share premium R 15 @ B 13 8,374,605 8,374,605
Other reserves H b {5 15 135,583 128,767
Accumulated losses RitEE (22,847,345) (22,320,918
(9,215,623) (8,696,012)
Non-controlling interests IE 12 IR BE = 194,948 185,701
Total deficit 48 (9,020,675) (8,510,311)
ANNUAL REPORT 2023
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_____ CONSOLIDATED STATEMENT OF FINANCIAL POSITION
L BABMBRRE

As at 31 December 2023 A —E-=%+-HA=+—H

2023 2022
—zm—= e —

—_—— — e —

Notes RMB’000 RMB’000
Hf &E ARBTR AREBETE

LIABILITIES a8&

Non-current liabilities ERBAE

Borrowings &= 17 2,235,814 2,295,485

Deferred tax liabilities RIEFIEEE 18 55,602 57,807
2,291,416 2,353,292

Current liabilities REBAE

Trade and other payables JE& <) BR R B HL b & A5 3R 16 1,398,604 1,171,323

Borrowings & & 17 1,698,902 1,534,292

Financial guarantee contracts IS IERE L 29 5,036,883 4,872,966
8,134,389 7,578,581

Total liabilities =R 10,425,805 9,931,873

Total deficit and liabilities BEMREE 1,405,130 1,421,562

The above consolidated statement of financial position should be  PA_E#4R& BF#S Ak 0 R FE BEABE B M 52 — HF &
read in conjunction with the accompanying notes. B o

The consolidated financial statements on pages 95 to 213 were %9552135W%ﬁéﬁﬁ%iﬁ%%ﬁ%%%ﬁé:

approved by the Board of Directors on 27 March 2024 and signedon T U4 = f — -}—t A#tEITH I AL
its behalf by ﬁ%%i%E BE

Niu Jianmin Hong Liang

4RR AR

Director Director

BEE BEE

g4  CHINAHUARONG ENERGY COMPANY LIMITED
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
mEBEER

Year Ended 31 December 2023 EZE B - =F+-_A=1+—B L 5E

2023 2022
—_=E_= —=E- =
Notes RMB’000 RMB'000

oY AR TR ARET T

Revenue Ug %5 5 82,622 102,845
Cost of sales B & KA 19 (51,129) (57,067)
Gross profit E N 31,493 45,778
Other income H A Y A 58 2,807
Selling and marketing expenses 85 R E R 19 (2,600) (1,409)
General and administrative expenses — & 1T & A 19 (40,814) (40,394)
Other gains — net E bl zx — F & 21 54 11,364
Operating (loss)/profit e (BR),/ 78 (11,809) 18,146
Net finance costs BERANFE 22 (347,786) (521,556)
Change in provision for financial MBEREHNNEBEZS
guarantee contracts 29 (163,917) (163,917)
Loss before income tax Bk 1S Wi A& 1R (523,512) (667,327)
Income tax expense FriS i X 23 (1,608) (3,557)
Net loss for the year FEEBRTE (525,120) (670,884)
Loss attributable to: FEEEE:
Equity holders of the Company RARAAERFTAEA (526,427) (682,741)
Non-controlling interests IE ¥ A% = 1,307 11,857
(525,120) (670,884)

The above consolidated statement of profit or loss should be read in A F4r &85k FELEBEMT M T — HE 28 o
conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

AR EWESR

Year Ended 31 December 023 B Z " - =%+ _-_A=1+—HItFE

2023 2022
- = = —
Notes RMB’000 RMB'000
Bt 5 AR®B T AR¥EFTT
Loss for the year FEBE (525,120) (670,884)
Other comprehensive income FEHMEEK R :
for the year:
ltems that may be reclassified to profit FJREEFM D B EE =
or loss ZIEH
— Exchange difference on —BERINE @Fiﬁ’]
translation of foreign N ER
operations 14,756 53,687
Other comprehensive income RBEFEHMEZE
for the year, net of tax I &= 14,756 53,687
Total comprehensive loss for FEXHBRELRE
the year (510,364) (617,197)
Total comprehensive loss EiEEmEmE BB :
attributable to:
Equity holders of the Company ZAYNEIE: £ ¥ SN (519,611) (626,660)
Non-controlling interests FEFE I 9,247 9,463
(510,364) (617,197)
2023 2022
—E-=F T
RMB RMB
AR®T AR
Loss per share BREE
— Basic/diluted — 2R 8F 26 (0.04) (0.06)
The above consolidated statement of comprehensive income should  bA_E 474 2 U & 2% 8 B2 BB Y B 5 — HF &
be read in conjunction with the accompanying notes. B o
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

meEm B ER

Year Ended 31 December 2023 EE & =

Attributable to equity holders of the Company

=FTZA=+—-HILFE

ARRBERTARR
Convertible Non-
Ordinary  preference Share Other  Accumulated controlling Total
shares shares  premium  reserves losses Total interests Deficit
TEH
EER Btk ROEE HURE  RHER it FEREE 254
RMB'00  RMB'O0  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR ARBTR ARBTR ARRTR ARETR ARETR ARETR ARET:R
(Note13)  (Note13] ~ (Note13)  (Note15)
(ME13) (WaH3) (WEe) (as)
Balance at 1 January 2023 R-EZZE
-A-BR&ER 202153 3,100,000 8,374,605 128767 (22320918  (8,696,012) 185,701 (8510,311)
(Loss)fprofit for the year EE(BR)/HE - - - - (ed  (526,427) 1307 (525120
Other comprehensive income Hh2ENE
Exchange difference on translation of  #E G 5ME B4
foreign operations ERZE - - - 6,816 - 6,816 7940 14,756
Total comprehensive income/(loss]  £E 2
for the year Wi/ (§B)4E - - - 6816 (526421 (519,611) 9247 (510,364)
Balance at 31 December 2023 RZB=ZF
tZA=t-AH
g8 202153 3,100,000 8,374,605 135583 (22,847,345)  (9,215,623) 194,948 (9,020,675)
ANNUAL REPORT 2023
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

U BoRE2BX

Year Ended 31 December 023 B Z " - =%+ _-_A=1+—HItFE

Attributable to equity holders of the Company
KARAEERBARS

Convertible Non-
Ordinary preference Share Other  Accumulated controlling Total
shares shares  premium  reserves losses Total interests Deficit
e

Eak Brlk ROEE EtEE ZHEE By EERER BER

RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARETT ARETR ARETR ARETR ARETR ARETR

Note 13 MNote13d)  MNote13)  (Note19)

(M3 (R (WERs) (W)

Balance at 1 January 2022 R-E-ZE
-B-BlLs 2,021,534 3,100,000 8,374,605 85449 (21.650.940) (8,049,352 176,28 (7.893,114)

(Loss)fprofit for the year EE(BR)/HE - - - ~ ) (68271 11857 [6708%4)
Other comprehensive income/(loss] -t 2 F Wz /
(B8)
Exchange difference on translation of #E /M EEME R
foreign operations R = - - 56,081 - 56,081 (239) 53,687

Total comprehensive income/(loss)  £E 2
for the year Wi/ (FEAE - = = Bo081 (682741 (426,660) 9463 (617,197)

Transactions with equity holdersin -~ BHEEBA 25

their capacity as owners REANRS
Lapse of employee share options BB EEREX N = = = (12,763 12783 - - -

Balance at 31 December 2022 R-BZZE
tZB=1+-AM
& 2,021534 3,100,000 8,374,609 128767 (2230918) (896,012 185,701 (8,510311)

The above consolidated statement of changes in equity should be A iSRS B R ERBEN T — 42
read in conjunction with the accompanying notes. B e
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CONSOLIDATED STATEMENT OF CASH FLOWS
GERERER

Year Ended 31 December 2023 B ZE S - =F+_-_A=1+—HItFE

2023 2022
—Eg-= —E- =
Notes RMB’000 RMB'000
Bt & ARMT T AR¥EF T
Cash flows from operating RELETBHHNEESR
activities
Cash generated from operations REMBRE 28 10,850 30,538
Income taxes paid ERAED (3,813) (8,634)
Net cash generated from operating K& EZE SRS FE
activites 7037 21,904
Cash flows from investing REBRETHNEESR
activities
Purchase of property, plant and BEWX BELERE
equipment (8,067) (13,829)
Proceeds from sale of property, plant L_lu:ll EWE BER
equipment REMISRIE — 66
Net cash used in investing REZHMARE FH
B (.0 — 6768l
Cash flows from financing REMETHNRESR
activities
Proceeds from other borrowings H th {8 5% I B K PT 15 5B
and advances 1,439 8,134
Repayment of other borrowings BEHEMER (13,129) (29,340)
Net cash used in financing activities B & EEFTAE € F 5 (11,690) (21,206)
Net decrease in cash and cash HeRELEEY
equivalents AR (12,720) (13,065)
Cash and cash equivalents at FNREEREFEY
beginning of the year 14,583 23,883
Exchange difference on cash and RehBReEEYD
cash equivalents MEHER 280 3,765
Cash and cash equivalents FRESRESEEY
at end of the year 12 2,143 14,583

The above consolidated statement of cash flows should be read in NEERERESMEREHEMBEWHF—H2
conjunction with the accompanying notes. B -
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General information

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

The Company is an investment holding company. The principal
activities of the subsidiaries are set out in Note 32 to the
consolidated financial statement.

The consolidated financial statements are presented in
Renminbi ("'RMB"), unless otherwise stated.

Material Accounting Policy
Information

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

2.1 Basis of preparation
(a] Statement of compliance

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

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

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

102 CHINA HUARONG ENERGY COMPANY LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

2 BEARETHERER w

21 WEEE @)

2 Material Accounting Policy
Information (continued)
2.1 Basis of preparation (Continued)

[b] Going concern basis

As at 31 December 2023, the Group had a total
deficit of RMB9,020,675,000 and the Group’'s
current liabilities exceeded its current assets by
RMB8,108,929,000. The Group maintained cash
and cash equivalents of RMB2,143,000 as at 31
December 2023.

On 9 October 2018, the Company entered into a
conditional sale and purchase agreement with
Unique Orient Limited (the "Purchaser”], an
independent third party, to dispose of the core
assets and liabilities of shipbuilding, offshore
engineering, engineering machinery and marine
engine building segment (the "Shipbuilding
Business’] together with the holding company of
the Shipbuilding Business [the "Disposal Group”)
at a consideration of HKD1 (the "Transaction”).
There were certain conditions precedent pursuant
to the Transaction, which included, but not limited
to, the successful issuance of certain convertible
preference Shares ("CPS”) to certain bank creditors
of the subsidiaries of the Disposal Group, and the
release or discharge of the relevant guarantees
provided by the Company in respect of the debts of
the Shipbuilding and Engineering Businesses (the
“Relevant Guarantees”). The conditional sale and
purchase agreement and the issuance of CPS were
approved by the shareholders of the Company and
CPS were issued in December 2018.

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

b) FALERE

RZEBE-_=F+-_F=+—
H AEBRBELHEARE
9,020,675,0007T © 1 AN &
NBEEBRBRBRBEE A
R #8,108,929,0007T - R=&
—=Zf+=ZA=+—8" ' XK
ESEEFHEERRESEEDY
AR #2143,0007T °

R=ZZE—N\F+AILB " K
NAIEEBYE=ZHRMER
RARI((BADET LA KY
BEEWE  UIBTHRER
EEM BFTIRE  TEK
W g ) TRERE ([EME
#% EREMERIERAR
GRAIHEER]MNZLE
ErBE(ZERES]) - BRE
IREGEHTRRIEH &
FEREREKREEEE
BB ARME TRITEREA
BITAE T ERELRKR(H
HEREER]) UREKK
BHRADAIFEMNRIRE
E¥BNEBREMNERBER
(MEEERD - BEHESR
e KA R E R AR 2 BT
BEARRREIE M
ERELERDOR T —\F
+=— AT -

R—ZTE—h&E=ZA=H 8
ERFEFEAGH  AK
(N E&E 2 ZER A Able
Diligent Limited [ & 77 & %
HWERMR-_ZE—NAENA
=t+—Hx®zA#1T: 2JE
77 [/ B AR K % B Sk i R 48
BER: RQEFRE AR
RAREm ARBEERD
VRN ER - RZE—N
F=H+HB NEEFAble
Diligent Limited A 38 & B% 15
HETER °
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_... NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
L REMBHmRME

2 Material Accounting Policy
Information (continuea)

2.1 Basis of preparation (continued)
(b] Going concern basis (Continued)

2 BEARSTHERER w

21 WEEE @)
[b) FEEALEE®m)

On 30 October 2019, a supplemental agreement
was signed with the Purchaser, such that the share
charge over the sale shares of Able Diligent Limited
in favour of the Company executed by the Purchaser
was replaced by a deed of indemnity provided by the
Purchaser.

As at 31 December 2023, Relevant Guarantees
provided by the Company to the banks and lenders
of the Disposal Group, inclusive of principals and
interest, amounted to RMB5,036,883,000. The Group
has considered and recognised the corresponding
impact of such financial guarantee contracts as at
31 December 2023.

As at 31 December 2023, borrowings of the Group
amounted to RMB3,934,716,000, out of which
RMB1,569,065,000 were overdue, while borrowings
of the Group amounting to RMB8,618,000 contained
cross-default terms as at 31 December 2023 and
became immediately repayable. Total overdue
interest payables of the Group amounted to
RMB907,037,000. These borrowings are further
explained below:

() The Group had promissory notes with
an aggregate principal amount of
RMB?2,447,565,000 outstanding as at 31
December 2023, out of which approximately
RMB263,226,000, RMB11,817,000 and
RMB904,068,000 (totalling RMB1,179,111,000)
had been overdue since 2020, 2021 and 2022
respectively. The outstanding promissory
notes amounting to RMB8,618,000 became
immediately repayable pursuant to the
cross-default terms under the relevant loan
agreements;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 BEARETHERER w

21 WEEE @)
[b] F5#E A& HEE)

2 Material Accounting Policy
Information (continuea)

2.1 Basis of preparation (continued)
(b] Going concern basis (Continued)

(i) The Group had other borrowings with
an aggregate principal amount of
RMB1,144,752,000 outstanding as at 31
December 2023, out of which approximately
RMBA47,555,000 had been overdue since 2020;
and

(i) The Group had secured borrowings of
RMB342,399,000 which was overdue in
accordance with the repayment date of the
agreement as at 31 December 2023.

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

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

i) The Group has been actively negotiating
with the relevant banks and lenders of the
Disposal Group to release or discharge the
Relevant Guarantees. Since the date of the
disposal till 31 December 2023, guarantees
of RMB2,210,636,000 had been discharged
while guarantees of RMB5,036,883,000
are expected to be released in year 2024
and RMB984,955,000 that did not meet the
recognition criteria for financial guarantee
contracts are disclosed as contingent
liabilities.

il R—ZFE=-_=F+=A
=t+—B - AXEEE
ERGREAEARYE
1,144,752,0007C B & &
BEMER EFRHA
R ¥47555,000c B 8 =
C_TEREE R

i) "&EBEEFERA
A R #342,399,0007T °
RIEHEMNERBE -
ZERERZZE=_=F
+—A=+—RH@8 -

FaROR REATFE 2 (B
EE - AJREEAKRENEE
RERNELEEARE -

ERLABER  ARAES
RAFERBER EZFR
EMEHREYDRKBMAT
G i - AR RBEEE D
jtﬂﬁziﬁ‘ilﬁﬂ‘%ﬁﬁiﬂ G

SHELEETERERE
%Ef/ﬁ%-

) O AEB —ERBGENR
BIRTRHEEENE
RAER + LARBR SR
BRAEEER BHES
HHHEEZE T - =
E+ZA=+—H" A
R #2,210,636,0007T 2
BERESHRGR  MARK
5,036,883,0007T Z ¥ &
BEHER T —IMFH
BREMNREAFERE
HERZENARE
984,955,000 T 1€ A& 3¢ A
BEFUARE -
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_... NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
L REMBHmRME

2 Material Accounting Policy
Information (continuea)

2.1 Basis of preparation (Continued)
(b] Going concern basis (Continued)

il The Group has also been actively negotiating
with the relevant financial institution and

certain promissory note holders regarding the
borrowings of RMB1,569,065,000 to take the
following actions:

(a)

(b)

During the current year, the maturity
date of promissory notes with aggregate
principal amount of RMB1,144,342,000
was successfully extended to
December 2025. As at 31 December
2023, outstanding promissory notes
amounting to RMB1,179,111,000 were not
extended nor repaid upon the scheduled
repayment dates and thus became
overdue, and RMB8,618,000 became
immediately repayable pursuant to the
cross-default terms under the relevant
loan agreements. The Company is in
the process of negotiating with these
promissory note holders for further
arrangements, including the extension of
maturity dates and obtaining waiver from
the lender for the due payment pursuant
to the relevant cross-default terms.

As at 31 December 2023, the Group had
other borrowing of RMB47,555,000 which
was overdue. The Group is in the process
of negotiating with the relevant lender for
extension of repayment and renewal of
such borrowing.

CHINA HUARONG ENERGY COMPANY LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

2 BEARETHERER w

2 Material Accounting Policy
Information (continuea)

2.1 Basis of preparation (continued)
(b] Going concern basis (Continued)

i)

iii)

iv)

(Continued)

(c)] As at 31 December 2023, the Group had
secured borrowing of RMB342,399,000
which was overdue. The Group is in
the process of negotiating with the
relevant financial institution for extension
of repayment and renewal of such
borrowing.

As at 31 December 2023, the Group has
drawn down USD119,951,000 (equivalent to
approximately RMB851,390,000) in total from
the loan facility, provided by entity controlled
by Mr. Zhang Zhi Rong, who agreed to provide
a loan facility up to USD250,000,000 (equivalent
to approximately RMB1,774,450,000) to the
Group for the funding of the oilfield operations
of the energy exploration and production
segment. As at 31 December 2023, the
carrying amount is RMB760,755,000 and it is
payable by 31 December 2025.

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

steady operating cash flows.

21 WEEE @)
[b) FEEALEE®m)

i

iii)

iv)

(&)
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A=Z+—8 &%
E B EEERA
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mE - AAREBEEIRE
TR EERSE R R B
KERMHES - N
E_=F+-_A=+—
H BREAEABAR
760,755,0007T I 78 7> —
= _hFE+-_A=1+—
H2Z Bt o

ﬁ\ﬂ>\ﬂﬂ$}ﬂ}+|l
tt

FOMom o= R

AEBETERERD
RRAEEEBRRE - R
AEE EEBREFHH
ME(E@ESEHHEE
FOhAtTELEE - BE
EBEFTERE— PR
MInRZRRS A HE
ERACEMERET
WEEBREST °

ANNUAL REPORT 2023
FEHRE2023

107
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2 Material Accounting Policy
Information (continuea)

2.1 Basis of preparation (Continued)
(b] Going concern basis (Continued)

iv)

V)

(Continued]

As at 31 December 2023, the Group has drawn
down RMB5,725,000 in total from the loan
facility, provided by an entity controlled by a
close family member of Mr. Zhang Zhi Rong,
who agreed to provide a loan facility up to
RMB40,000,000 to the Group for the funding
in respect of the energy exploration and
production segment. In addition, the Group
also entered into a cooperative framework
agreement during the year ended 31 December
2018 with an independent third party who
agreed to provide materials for the exploration
and production of crude oil with an aggregate
amount up to USD500,000,000, in exchange
for an option to purchase up to 70% of the total
crude oil produced by the Group at 92% to 95%
of the market price as a form of repayment
until all the liabilities are repaid. Such facility
has not been utilised up to 31 December 2023.

The Group has further expanded its business
presence within the oil sector through
the acquisition of Nantong Zhuosheng
Petrochemical Co., Ld ("Nantong Zhuosheng")
which completed in January 2021. Nantong
Zhuosheng possesses the facility, capacity
and expertise in the provision of oil storage
services. The management expects that this
aquisition shall reflect the Group’s strategy of
investing in oil-and-gas-related storage and
logistic projects, which shall enable the Group
to expand its energy business vertically.
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2 Material Accounting Policy
Information (continuea)

2.1 Basis of preparation (continued)
(b] Going concern basis (Continued)

The directors have reviewed the Group's cash flow
projections prepared by management that covered
a period of not less than twelve months from
31 December 2023. They are of the opinion that,
taking into account the above-mentioned plans and
measures, the Group will have sufficient working
capital to finance its operations and to meet its
financial obligations as and when they fall due
within the next twelve months from the date of the
Group's statement of financial position. Accordingly,
the directors are satisfied that it is appropriate
to prepare the consolidated financial statements
on a going concern basis. Notwithstanding the
above, multiple uncertainties exist as to whether
management of the Company will be able to
achieve its plans and measures as described above.
Whether the Group will be able to continue as a
going concern would depend upon the Group's
ability to generate adequate financing and operating
cash flows through the successful fulfillment of the
following plans:

iJ  obtaining the agreement from the banks and
lenders to release or discharge the Relevant
Guarantees for the borrowings owed by the
Disposal Group;

il convincing the banks and lenders not to
demand for repayment of the outstanding
loans of the Disposal Group before the

EECEHNTEEREN
MEB-_Z-_=ZF+=A
=t—HREZL+-EAH
AEBMESRETER o &
ERE EEI EAFER
T AKEBBERENE
BEESRHEEBKKERMH
BEe WHEEBTEASEEH
BkRRBEBE AR+
MARNZENTIEES - B
b BEHEE UFELE
MEMRUGAVIERREB
BE - BEMYN  AATE
B R 0 b T it i pk
TEIREEEEZBETNET
Mo KREBEBHRBRELTUNEE
SR MBS BRT
NEERELR K NZEMIA N A
B ESETHRME LR
HeRE:

) AERTRERARER
B RABRIMHRARF
B & SR B AT A RAE R
fEH R EREFE (R

i) FARBITRER AR
FAE R EBRTTRAT N B
KEEHERBERNKRE

completion of the release of the Relevant BB
Guarantees;
il negotiating with all existing promissory i) BREEAE AR

note holders of outstanding principals of
RMB2,447,565,000 together with accrued
interests thereon for further arrangements
including extension of the maturity dates;

iv] negotiating with the relevant lender for the
renewal or extension for repayments for the
other borrowing of RMB47,555,000 that was
overdue as at 31 December 2023;

2,447565,0007T (& [ H
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2 Material Accounting Policy
Information (continuea)

2.1 Basis of preparation (Continued)
(b] Going concern basis (Continued)

V)

vi)

vii)

viii)

negotiating with the relevant financial
institution for the renewal or extension
for repayment for the borrowing of
RMB342,399,000 that was overdue as at 31
December 2023;

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

implementing a business plan for its energy
exploration and production segment, as well
as the oil storage and trading segment to
generate cash inflows; and

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

Should the Group fail to achieve the abovementioned

plans and measures, it might not be able to continue
to operate as a going concern, and adjustments
would have to be made to write down the carrying

value of the Group’'s assets to their recoverable

amounts, to provide for any further liabilities which

might arise, and to reclassify non-current assets

and non-current liabilities as current assets and

current liabilities. The effect of these adjustments

has not been reflected in the consolidated financial

statements.
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2 Material Accounting Policy
Information (continuea)

2.1 Basis of preparation (continued)
lc) New and amended standards,

improvements and interpretation adopted
by the Group

The Group has applied the following standards
and amendments for the first time for their annual
reporting period commencing on 1 January 2023:

[FRS 17 and related Insurance Contracts
amendments

Amendments to Disclosure of Accounting
IAS 1 and Policies
IFRS Practice
Statement 2

Amendments to Definition of Accounting
|AS 8 Estimates

Amendments to Deferred Tax related to Assets

1EET R - KEREFE

ASEERRE-_T-=4
— A — BRI F RS
EEPE R
i

BB RE RBRELD
AR 17
5% K #8 8
(EHIFN
B0 25 BRZ
F198 & B 5
B B 7%
HEAE
/N
255 (18 5]
)

B G eal g
ELTICII X
$TA)

BERGF £l BE-—QXHE

IAS 12 and Liabilities arising from B EMEE
a Single Transaction Rl A & E
8 1 4R RE

1A

Amendments to International Tax Reform —

RERTER] BIERB Wk

IAS 12 Pillar Two Model Rules FHEME B -xiE
71 A) ZRER
A

Except as described below, the application of the
new and amendments to IFRSs and guidance from
HKICPA in the current year did not have any impact
on the amounts recognised in prior periods and are
not expected to significantly affect the current or
future periods.
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L REMBHmRME

2 Material Accounting Policy 2 EAESTHERER w
Information (continuea)

2.1 Basis of preparation (Continued) 2.1 m S E |
lc] New and amended standards, lc] KEBERALFET R &
improvements and interpretation adopted 155TER - KERZE
by the Group (Continued) ()
Amendments to IAS T and IFRS Practice Statement BB & 5 E R E 155 K BB
2 Disclosure of Accounting Policies BB EEREH L EE2
WEETA) B E & #5F
IAS 1 is amended to replace all instances of the Ra st ER BIRIER] B
term “significant accounting policies” with “material PATE K& R &R
accounting policy information”. Accounting policy [FEEABRKRI—FATZAHA
information is material if, when considered together BIENR - MK E LR
with other information included in an entity’s ERVBEHRERAEFEMER
financial statements, it can reasonably be expected — PR - ATee A IR TE A
to influence decisions that the primary users of HE-MAEUBHRENE
general purpose financial statements make on the 2HERAEERZSEM B oK
basis of those financial statements. ERZRTE - Bl FERE
ES N
The amendments also clarify that accounting ZIERANES  BEAH
policy information may be material because of the FIEXTEKN - BEHRREH
nature of the related transactions, other events Ro -~ B EIESGA R 2 M
or conditions, even if the amounts are immaterial. B WEAREERAIE
However, not all accounting policy information BER-AM WHFMEEE
relating to material transactions, other events or AR5 Bt EBEIMRAE
conditions is itself material. If an entity chooses to BBt RENASEBE
disclose immaterial accounting policy information, RNeW—EEREEREIF
such information must not obscure material BAGTTHEER  BEH
accounting policy information. BRI GRESERNGTEE
BH o
IFRS Practice Statement 2 Making Materiality BRI BRELENEHRLSE
Judgements (the “Practice Statement’) is also E2REBHE RN A (TR
amended to illustrate how an entity applies the BAEDIEAEET - LAFH A
“four-step materiality process” to accounting policy ERBOAA&IE L AN G E
disclosures and to judge whether information about AMERBIEAR TR
an accounting policy is material to its financial BERAHEBEESSBR
statements. Guidance and examples are added to ZEMEEMB®RERNE =
the Practice Statement. CBEKXN BB QEDHN

wal kB -

The Group has revisited the accounting policy AEEEEHEHME—EN
information it has been disclosing and considered REENGTBRER - I
it is consistent with the amendments and removing RAHEZEFTAREE—
or reducing the immaterial accounting policies such B R FEE N ' R ER
that immaterial policy information does not obscure A IEERBERES T2
the material information. EBERNEH -
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2 Material Accounting Policy
Information (continuea)

2.1 Basis of preparation (Continued)
(c] New and amended standards,

improvements and interpretation adopted
by the Group (Continued)

Amendments to IAS 12 Deferred Tax related
to Assets and Liabilities arising from a Single
Transaction

The amendments narrow the scope of the initial
recognition exemption of deferred tax liabilities
and deferred tax assets in paragraphs 15 and 24 of
IAS 12 “Income Taxes” ("IAS 127) such that it does
not apply to transactions that give rise to equal
and offsetting temporary differences on initial
recognition.

Prior to the adoption of Amendments to IAS
12, for leasing transactions in which the tax
deductions are attributable to the lease liabilities,
the Group previously applied IAS 12 requirements
to the leasing transaction as a whole. Temporary
differences relating to right-of-use assets and lease
liabilities are assessed on a net basis.

Upon the application of the amendments, the Group
recognises a deferred tax asset (to the extent that
it is probable that taxable profit will be available
against which the deductible temporary difference
can be utilised] and a deferred tax liability for all
deductible and taxable temporary differences
associated with the right-of-use assets and the
lease liabilities.

Based on the management’'s assessment, the
application of the amendments has had no material
impact on the Group's financial position and
performance because the deferred tax assets and
the deferred tax liabilities as a result of the adoption
of Amendments to IAS 12 qualify for offset under
paragraph 74 of IAS 12. There was also no material
impact on the opening balances as at 1 January
2022 as a result of the change.
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L REMBHmRME

2 Material Accounting Policy 2 EAESTHERER w
Information (continuea)

2.1 Basis of preparation (Continued) 2.1 m S E |

lc] New and amended standards, lc] KEBERALFET R &
improvements and interpretation adopted 155TER - KERZE
by the Group (Continued) ()
HKICPA guidance on the accounting implications of BHH % 18 & BRI R % £
the abolition of the MPF-LSP offsetting mechanism ERr= Tk 0k
[the "Abolition”] EEAT L& 155 ([BUE))
As disclosed in note 20(c), the Hong Kong BANMSFE20(C) T RE - = F
Employment and Retirement Schemes Legislation ZZFEERRAREEDEG
(Offsetting Arrangement) (Amendment] Ordinance (45 85 = BE) (& 3T) 15 Bl (T 48
2022 (the “Amendment Ordinance’) was gazetted BN T —F KA
in June 2022 and will take effect on 1 May 2025 [the EEBRHNEIR=_F_H
“Transition Date”). The Amendment Ordinance has FEA-R(BEBRBDA
two effects: (i) the accrued benefits derived from Mo AERT GBI BB M7 E
an employer's mandatory MPF contributions can TR ([EXREIERES
no longer be used to offset long service payment HEROREERTEBRR
("LSP") in respect of the employment period after HiHRERREIEHRNR
the Transition Date (post-transition LSP); and (ii) HR%e (RERES DA
the last month’s salary immediately preceding the EeRARBS)  RIlFTE
Transition Date (instead of the date of termination i®E B H R E B0 R B R
of employment] is used to calculate the portion of Beaok 2HEARER
LSP in respect of the employment period before the & B B (M 3E 42 1L 1& 1% B 89)
Transition Date (pre-transition LSP). A% —EANITECGRE

AIEBREE) -

In July 2023, the HKICPA published “Accounting RZEZ=FtH BEG

implications of the abolition of the MPF-LSP TR AR MIEASRIER

offsetting mechanism in Hong Kong" that provides flE BB ARE S S

accounting guidance for the accounting for the I Gt E ] BHEUH

impact arising from the Abolition. EENTERHETEER
3| e
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2 Material Accounting Policy
Information (continuea)

2.1 Basis of preparation (Continued)
(c] New and amended standards,

improvements and interpretation adopted
by the Group (Continued)

HKICPA guidance on the accounting implications of
the abolition of the MPF-LSP offsetting mechanism
(the "Abolition”] (Continued)

The HKICPA guidance illustrates that an entity
may account for the accrued benefits arising from
its MPF contributions that have been vested with
an employee and which would be used to offset
the employee’s LSP benefits (offsetable accrued
benefits] as a deemed contribution by the employee
towards the LSP in accordance with paragraph
93(a) of HKAS 19 "Employee Benefits” ("HKAS 197),
which is consistent with IAS 19 “"Employee Benefits”.
However, upon the enactment of the Amendment
Ordinance, the accrued benefits derived from
mandatory employer MPF contributions cannot be
used to offset an employee’s post-transition LSP
obligation so that an entity can no longer apply
the practical expedient of recognising the deemed
contribution as a reduction of service cost under
paragraph 93(b) of HKAS 19. Accordingly, it resulted
a catch-up adjustment for past service cost, in
accordance with paragraph 94(a) of HKAS 19, and
a corresponding increase in the LSP obligation
since the MPF-LSP offsetting mechanism was not
contemplated in the original LSP legislation.

To reflect the Abolition, the Group has considered
this change in accounting policy in connection with
its LSP liability and has applied the above HKICPA
guidance retrospectively. Such change in accounting
policy did not have any material impact on the
consolidated financial statements for the current
and prior period.
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2 Material Accounting Policy
Information (continuea)

2.1 Basis of preparation (Continued)

[d] Issued but not yet effective International
Financial Reporting Standards

Standards, amendments and interpretations that

have been issued but not yet effective for the

financial year beginning on 1 January 2023 and not
been early adopted by the Group as of the reporting

period are as follows:

Amendments to
IAS 1

Amendments to
IAS 7 and IFRS 7

Amendments to
IFRS 16

Amendments to
IAS 21

Amendments to
IFRS 10 and
IAS 28

Classification of Liabilities as
Current or Non-current
and Non-current Liabilities
with Covenants'

Supplier Finance
Arrangements'

Lease Liability in a Sale and
Leaseback!

Lack of Exchangeability?

Sale or Contribution of Assets

between an Investor and its
Associate or Joint Venture?

! Effective for annual periods beginning on or after 1 January

2024

2 Effective for annual periods beginning on or after 1 January
2025

3 Effective for annual periods beginning on or after a date to

be determined

The Group has already commenced an assessment

of the impact of the new or revised standards that
have been issued but either not yet effective for the
financial year beginning on 1 January 2023 or not
been early adopted by the Group which are relevant

to the Group’s operation. The Group believes that the

application of amendments to IFRSs, amendments

to IASs and the new interpretations is unlikely to
have a material impact on the Group’s statement
of financial position and performance as well as
disclosure in the future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

2 Material Accounting Policy 2 FESTHBE w
Information (continuea)

2.2 Principles of consolidation and equity 22 G ARRESE G
accounting =R Al

(a) Subsidiaries (a) KB4 A

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

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

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

Non-controlling interests in the results and
equity of subsidiaries are shown separately in
the consolidated statement of profit or loss,
consolidated statement of comprehensive income,
consolidated statement of changes in equity
and consolidated statement of financial position
respectively.

MBARAARNEEASR
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2 Principal accounting policies 2 FESTHE w
(Continued)

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

[b) Changes in ownership interests [b) HEEEEZZE

The Group treats transactions with non-controlling
interests that do not result in a loss of control
as transactions with equity owners of the Group.
A change in ownership interest results in an
adjustment between the carrying amounts of
the controlling and non-controlling interests to
reflect their relative interests in the subsidiary. Any
difference between the amount of the adjustment
to non-controlling interests and any consideration
paid or received is recognised in a separate reserve
within equity attributable to owners of the Company.

When the Group ceases to consolidate or equity
account for an investment because of a loss of
control, joint control or significant influence, any
retained interest in the entity is remeasured to
its fair value with the change in carrying amount
recognised in profit or loss. This fair value becomes
the initial carrying amount for the purposes of
subsequently accounting for the retained interest
as an associate, a joint venture or financial asset.
In addition, any amounts previously recognised
in other comprehensive income in respect of that
entity are accounted for as if the Group had directly
disposed of the related assets or liabilities. This may
mean that amounts previously recognised in other
comprehensive income are reclassified to profit or
loss or transferred to another category of equity as
specified/permitted by applicable IFRSs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

2 Principal accounting policies 2 FESTHE w

(Continued)

2.3 Business combinations

23 EKEH

The acquisition method of accounting is used to account
for all business combinations, regardless of whether

AR B DR RS AT %
e GiARR - TR T

equity instruments or other assets are acquired. The Aol HEEE - WENBAR 2

consideration transferred for the acquisition of a EEERER:

subsidiary comprises the:

(i) fairvalues of the assets transferred ) FFEEEAEZANE

(i) Lliabilities incurred to the former owners of the (] FIBEBENBEEAES
acquired business Z B8’

(i} equity interests issued by the Group (i) A& E 1T IR

(iv] fair value of any asset or liability resulting from a
contingent consideration arrangement, and

(v} fair value of any pre-existing equity interest in the
subsidiary

Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are,
with limited exceptions, measured initially at their fair
values at the acquisition date. The Group recognises
any non-controlling interest in the acquired entity on an
acquisition-by-acquisition basis either at fair value or at
the non-controlling interest’s proportionate share of the
acquired entity’s net identifiable assets.

Acquisition-related costs are expensed as incurred.

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

Contingent consideration is classified either as an equity
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Principal accounting policies

(Continued)
2.3 Business combinations (Continued)

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

2.4 Segment reporting

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

2.5 Foreign currency translation
(a] Functional and presentation currency

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

(b] Transactions and balances

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

2 Principal accounting policies

(Continued)
2.5 Foreign currency translation (Continued)
(b] Transactions and balances (Continued)

lc]

Foreign exchange gains and losses that relate to
borrowings are presented in profit or loss within
All other
foreign exchange gains and losses are presented in

“finance income” or “finance costs”.
profit or loss within “other gains — net”.

Translation differences on non-monetary financial
assets and liabilities are recognised as part of the
fair value gain or loss.

Group companies

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

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

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

(i all resulting exchange differences are
recognised in profit or loss.

On consolidation, exchange differences arising
from the translation of the net investment in foreign
operations, and of borrowings are recognised in
other comprehensive income.
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___ NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
T BEMBRRHE

2 Principal accounting policies
(Continued)

2.6 Oil properties

2 FESFEER ®

2.6 AHYE

The successful efforts method of accounting is used
for oil exploration and production activities. Costs are
accumulated on a field-by-field basis. All costs for
development wells, support equipment and facilities, and
proved mineral interests in oil properties are capitalised
within construction in progress under property, plant
and equipment. Geological and geophysical costs are
expensed when incurred. Costs directly associated
with an exploration well, and exploration and property
leasehold acquisition costs, are capitalised within
construction in progress until the determination of
reserves is evaluated. If it is determined that commercial
discovery has not been achieved, these costs are charged
to profit or loss.

Once commercial reserves are found, construction
in progress relevant to oil properties are tested for
impairment, or whenever facts and circumstances
indicate impairment. No depreciation and depletion is
charged during the exploration and evaluation phase.
When development is completed on a specific field, it is
transferred to oil properties.

An impairment loss is recognised for the amount by
which the exploration and evaluation assets’ carrying
amount exceeds their recoverable amount. The
recoverable amount is the higher of the exploration and
evaluation assets’ fair value less costs of disposal and
their value in use.

Qil properties are depreciated using the units-of-
production method. Unit-of-production rates are based
on proved developed reserves, which are oil reserves
estimated to be recovered from existing facilities using
current operating methods. Oil volumes are considered
to be part of production once they have been measured
through meters at custody transfer or sales transaction
points at the outlet valve on the field storage tank.

122 CHINA HUARONG ENERGY COMPANY LIMITED
BRI AR A E

AHYRELEETHRARRL
ARR o RANEHBA 2 EER
it e MBI  EERENAKAH
MEFNERBERESNAE
RABRYE - BERRZEET
MERTERBTEN - E R
WHYERARELERIH - &
BE R BRI R AR BT &
MEBREWRBEXRRSFIEHE
EMAEEEERERIRSDE
FEN - HEETHETRIAERD
ERE MAERKRAEHREH
B o

—BRBEBERGEZHE
KEEERBERBREBRRE -
AERAENENERTIRESE
TTRE AN - R BV MY (4 HI
EBMRITERITRE - EREM
M SE A B 3% B - EAS 8 1S i
E e

EHREFAGEEERAESRA
Yol & BEE - A1 E B ER AR
BEEE - ATl m e 8RB R MG
HEERAEHRHER AL E
REEZESE -

AHMEREUEELNE - B
MAEERTIERCKRALRE
o BIABRRIKRE T AGBER
B R e U B B A R o E A
BFEBRBEHFHFEAH AR H
EXGHAER WA RLEE

H—#5 -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RME
2 Principal accounting policies 2 FESTHE w

(Continued)

2.6 Oil properties (Continued)

2.6 A B @)

Proven oil properties are reviewed for impairment
whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by which
the asset's carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an
asset’s fair value less costs of disposal and its value in
use. For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are
separately identifiable cash flows.

2.7 Property, plant and equipment

The Group's buildings, including buildings under
construction, are stated at revalued amount. All other
property, plant and equipment, except for construction in
progress, are stated at historical cost less accumulated
depreciation and accumulated impairment losses.
Historical cost includes expenditure that is directly
attributable to the acquisition and construction of the
items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group
and the cost of the item can be measured reliably. The
carrying amount of the replaced part is derecognised.
All other repairs and maintenance are charged in profit
or loss during the financial period in which they are
incurred.
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_... NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
L REMBHmRME

2 Principal accounting policies

(Continued)

2.7 Property, plant and equipment (Continued)

2 FESFEER ®

27 ¥ - BERRE@®

Except for oil properties, the depreciation of which
is calculated using the unit-of-production method,
depreciation is calculated using the straight-line method
to allocate their costs to their residual values over their
estimated useful lives, as follows:

Building and structure
BFRER

Machinery and equipment
28 R a2

Computer equipment
BEIERE

Office equipment
MORE

Motor vehicles

B

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at each reporting period. An
asset's carrying amount is written down immediately to
its recoverable amount if the asset’'s carrying amount is
greater than its estimated recoverable amount.

Plant and equipment under construction or pending
installation are stated at cost less impairment losses,
if any. No depreciation is made on assets under
construction in progress until such time as the relevant
assets are completed and available for their intended
use.

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount and
are recognised in the profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RME
2 Principal accounting policies 2 FESTHE w

(Continued)

2.8 Intangible assets 28 BMILEE

Co-operation Rights

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

Other intangible assets that are acquired by the Group
are stated at cost less accumulated amortisation (where
the estimated useful life is finite) and impairment losses
(see note 2.11).

Amortisation of intangible assets with finite useful lives
is charged to profit or loss on a straight-line basis over
the assets’ estimated useful lives. The software with
finite useful lives are amortised from the date they are
available for use and their estimated useful lives is one
year. Both the period and method of amortisation are
reviewed annually.

Intangible assets are not amortised while their useful
lives are assessed to be indefinite. Any conclusion
that the useful life of an intangible asset is indefinite
is reviewed annually to determine whether events and
circumstances continue to support the indefinite useful
life assessment for that asset. If they do not, the change
in the useful life assessment from indefinite to finite
is accounted for prospectively from the date of change
and in accordance with the policy for amortisation of
intangible assets with finite lives as set out above.
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_... NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
L REMBHmRME

2 Principal accounting policies
(Continued)

2.9 Goodwill 29 BE

2 FESHBER w

Goodwill is measured as described in note 8. Goodwill is
not amortised but it is tested for impairment annually, or
more frequently if events or changes in circumstances
indicate that it might be impaired, and is carried at cost
less accumulated impairment losses. Gains and losses
on the disposal of an entity include the carrying amount
of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for
the purpose of impairment testing. The allocation is
made to those cash-generating units or groups of
cash-generating units that are expected to benefit
from the business combination in which the goodwill
arose. The units or groups of units are identified at the
lowest level at which goodwill is monitored for internal
management purposes.

2.10 Investments and other financial assets

(i] Classification

The Group classifies its financial assets in the
following measurement categories:

e those to be measured subsequently at fair
value [either through other comprehensive
income ("OCI") or through profit or loss), and

3 those to be measured at amortised cost.

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

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

The Group reclassifies debt investments when and
only when its business model for managing those
assets changes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

2 Principal accounting policies 2 FESTHE w

(Continued)

2.10 Investments and other financial assets
(Continued)

lii] Recognition and derecognition

QMR EREMEHMEE @

lii) 78 R AL TE AT

Regular way purchases and sales of financial assets
are recognised on trade-date, the date on which
the Group commits to purchase or sell the asset.
Financial assets are derecognised when the rights
to receive cash flows from the financial assets have
expired or have been transferred and the Group has
transferred substantially all the risks and rewards
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liii] Measurement liii) &t 2

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

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

Debt instruments

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

classifies its debt instruments:

o Amortised cost: Assets that are held for
collection of contractual cash flows where
those cash flows represent solely payments
of principal and interest are measured at
amortised cost. Interest income from these
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financial assets is included in finance income ERF SR AFKAER
using the effective interest rate method. MEEFABE W S o
Any gain or loss arising on derecognition IR E £ R E A

is recognised directly in profit or loss and
presented in “other gains — net” together with
foreign exchange gains and losses.
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_... NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
L REMBHmRME

2 Principal accounting policies
(Continued)

2.10 Investments and other financial assets

2 FESFEER ®

QMR EREMEHMEE @

(Continued)
liii) Measurement (Continued) liii) &t £ (&)
Equity instruments #m T A

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

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

liv] Impairment

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

For trade receivables, the Group applies the
simplified approach permitted by IFRS 9, which
requires expected lifetime losses to be recognised
from initial recognition of the receivables, see Note
3.1(b) for further details.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RME
2 Principal accounting policies 2 FESTHE w

(Continued)

2.11 Impairment of non-financial assets

WM EERmEERE

Assets that have an indefinite useful life, for example,
goodwill or intangible assets not ready for use are not
subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the
amount by which the asset's carrying amount exceeds
its recoverable amount. The recoverable amount is the
higher of an asset'’s fair value less costs to sell and value
in use. For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are
separately identifiable cash flows (a CGU]. Non-financial
assets other than goodwill that suffered an impairment
are reviewed for possible reversal of the impairment at
each reporting date.
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2.12 Inventories 2 FE
Crude oil inventories are stated at the lower of cost R 17 & % Ak AN B2 A] 43R % (B W

and net realisable value. Costs of inventories represent
relevant production costs and are determined on a
weighted average basis. Net realisable value is the
estimated selling price in the ordinary course of business
less the estimated costs of completion and the estimated
costs necessary to make the sale.

213 Trade and other receivables

Trade receivables are amounts due from customers for
goods sold or services performed in the ordinary course
of business. If collection of trade and other receivables is
expected in one year or less (or in the normal operating
cycle of the business if longer), they are classified as
current assets. If not, they are presented as non-current
assets.

Trade receivables are recognised initially at the amount
of consideration that is unconditional unless they
contain significant financing components, when they
are recognised at fair value. The Group holds the trade
receivables with the objective to collect the contractual
cash flows and therefore measures them subsequently at
amortised cost using the effective interest method. See
Note 3.1(b) for a description of the Group’s impairment
policies.
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_... NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
L REMBHmRME

2 Principal accounting policies
(Continued)

2.14 Cash and cash equivalents

Cash and cash equivalents include cash in bank and
deposits held at call with banks.

2.15 Share capital

li

lii)

Ordinary shares

Ordinary shares and non-redeemable preference
shares are classified as equity.

Incremental costs directly attributable to the issue
of new shares are shown in equity as a deduction,
net of tax, from the proceeds.

Convertible preference shares

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

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

2.16 Trade and other payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course

of business from suppliers. Trade and other payables are

classified as current liabilities if payment is due within
one year or less (or in the normal operating cycle of the
business if longer). If not, they are presented as non-
current liabilities.

Trade and other payables are recognised initially at fair

value and subsequently measured at amortised cost
using the effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RME
2 Principal accounting policies 2 FESTHE w

(Continued)

2.17 Borrowings 217 f& K

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the
borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are
recognised as transaction costs of the loan to the extent
that it is probable that some or all of the facility will be
drawn down. In this case, the fee is deferred until the
draw-down occurs. To the extent there is no evidence
that it is probable that some or all of the facilities will be
drawn down, the fee is capitalised as a prepayment for
liquidity services and amortised over the period of the
facility to which it relates.

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

2.18 Provisions

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

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

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in the
provision due to passage of time is recognised as interest
expense.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 Principal accounting policies

(Continued)
219 Current and deferred income tax

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

(a) Current income tax

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

(b) Deferred income tax
Inside basis differences

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

Deferred income tax assets are recognised only
to the extent that it is probable that future taxable
profit will be available against which the temporary
differences can be utilised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

2 FESFEER w®

2 Principal accounting policies
(Continued)

219 Current and deferred income tax (Continued)
(b] Deferred income tax (Continued)

lc]

Outside basis differences

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries,
except for deferred income tax liability where the
timing of the reversal of the temporary difference
is controlled by the Group and it is probable that
the temporary difference will not reverse in the
foreseeable future.

Offsetting

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

2.20 Employee benefits
(a) Short-term obligations

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

2 Principal accounting policies

(Continued)
2.20 Employee benefits (continued)
[b] Pension and employee social security and

2 FESFEER ®

220E EE R @)
b) BN RIESHERE

benefits obligations

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

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

lc) Bonus plan

The Group recognises a provision for bonus when
contractually obliged or when there is a past
practice that has created a constructive obligation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 FESHBER w

2.21 U 25 B &7

2 Principal accounting policies

(Continued)
2.21 Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods in the
ordinary course of the Group's activities. Revenue from
sale of goods of the Group was primarily generated from
production and sales of oil, oil storage and trading.

Revenue are recognised when or as the control of the
goods is transferred to the customer, and there is no
unfulfilled obligation that could affect the customer’s
acceptance of the product. Delivery occurs when the
product have been transported to the specified location,
the risks of obsolescence and loss have been transferred
to the customer, and either the customer has accepted
the products in accordance with the sales contract, the
acceptance provisions have lapsed, or the Group has
objective evidence that all criteria for acceptance have
been satisfied.

Revenue from the production and sales of oil are
recognised at a point in time when the customer picks
up the oil products from the Group, as such the control
of the goods is transferred to the customer. The Group
does not provide shipment of oil products to customers
at any specified location. The performance obligation is
completely fulfilled upon the pick-up and the Group then
has the right to invoice and recognises the revenue for
the oil sold.
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_... NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
L REMBHmRME

2 Principal accounting policies

(Continued)

2.21 Revenue recognition (Continued)

2 FESFEER ®

2.21 I 22 B &8 (@)

Revenue from oil storage is recognised in equal
instalments over the periods covered by the lease term,
except where an alternative basis is more representative
of the pattern of benefits to be derived from the use of the
leased asset. Variable lease payments that do not depend
on an index or a rate are recognised as income in the
accounting period in which they are earned.

Revenue from trading is generated from the trading of
bulk commodities domestically and is recognised at a
point in time, on the passing of control of goods to the
customer in accordance with shipping terms.

2.22 Government grants

Government grants are recognised in the consolidated
statement of financial position initially when there is
reasonable assurance that they will be received and that
the Group will comply with the conditions attaching to
them. Grants that compensate the Group for expenses
incurred are recognised as income in profit or loss on
a systematic basis in the same periods in which the
expenses are incurred. Grants that compensate the
Group for the cost of an asset are deducted from the
carrying amount of the asset and consequently are
effectively recognised in profit or loss over the useful life
of the asset by way of reduced depreciation expense.

2.23 Interest income

Interest income on financial assets at amortised
cost calculated using the effective interest method is
recognised in the consolidated statement of profit or loss
as part of other income.

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

Interest income is calculated by applying the effective
interest rate to the gross carrying amount of a financial
asset except for financial assets that subsequently
become credit-impaired. For credit-impaired financial
assets, the effective interest rate is applied to the net
carrying amount of the financial asset (after deduction of
the loss allowance).
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2 FESFEER w®

2218 B R A

2 Principal accounting policies

(Continued)

2.24 Borrowing costs

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

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

2.25 Leases

Leases are recognised as a right-of-use asset and a
corresponding liability at the date at which the leased
asset is available for use by the Group.

Contracts may contain both lease and non-lease
components. The Group allocates the consideration in
the contract to the lease and non-lease components
based on their relative stand-alone prices. However, for
leases of real estate for which the Group is a lessee,
it has elected not to separate lease and non-lease
components and instead accounts for these as a single
lease component.
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e NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
. REUBHmRNE
2 Principal accounting policies

(Continued)

2.25 Leases (Continued)

2 FESFEER ®

2.25F & (@)

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities
include the net present value of the following lease
payments:

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

e  variable lease payment that are based 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 that option; and

e payments of penalties for terminating the lease, if
the lease term reflects the Group exercising that
option.

Lease payments to be made under reasonably certain
extension options are also included in the measurement
of the liability.

The lease payments are discounted using the interest
rate implicit in the lease. If that rate cannot be readily
determined, which is generally the case for leases in the
Group, the lessee’s incremental borrowing rate is used,
being the rate that the individual lessee would have to
pay to borrow the funds necessary to obtain an asset
of similar value to the right-of-use asset in a similar
economic environment with similar terms, security and
conditions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 Principal accounting policies
(Continued)

2.25 Leases (Continued)

To determine the incremental borrowing rate, the Group:

e where possible, uses recent third party financing
received by the individual lessee as a starting point,
adjusted to reflect changes in financing conditions
since third party financing was received;

e  uses a build-up approach that starts with a risk-free
interest rate adjusted for credit risk for leases held
by the Group, which does not have recent third party
financing; and

e makes adjustments specific to the lease, e.g. term,
country, currency and security.

Lease payments are allocated between principal and
finance cost. The finance cost is charged to profit or loss
over the lease period so as to produce a constant periodic
rate of interest on the remaining balance of the liability
for each period.

Right-of-use assets are measured at cost comprising the
following:

. the amount of the initial measurement of lease
liability;

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

. any initial direct costs; and

° restoration costs.
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e NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
. REUBHmRNE
2 Principal accounting policies

(Continued)

2.25 Leases (Continued)

2 FESFEER ®

2.25F & (@)

Right-of-use assets are recognised at the
commencement date of the lease [that is the date the
underlying asset is available for use). Right-of-use
assets are measured at cost, less any accumulated
depreciation and any impairment losses, and adjusted for
any remeasurement of lease liabilities. The cost of right-
of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease
payments made at or before the commencement date
less any lease incentives received. Right-of-use assets
are depreciated on a straight-line basis over the shorter
of the lease terms and the estimated useful lives of the
assets as follows:

Leasehold land
Gzl
Shoreline rights
AR

If ownership of the leased asset transfers to the Group by
the end of the lease term or the cost reflects the exercise
of a purchase option, depreciation is calculated using the
estimated useful life of the asset.

Payments associated with short-term leases of
equipment and vehicles and all leases of low-value
assets are recognised on a straight-line basis as an
expense in profit or loss. Short-term leases are leases
with a lease term of 12 months or less. Low-value
assets comprise IT equipment and small items of office
furniture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RME
2 Principal accounting policies 2 FESTHE w

(Continued)

2.26 Financial guarantees

2.26 B 5 AR

Financial guarantee contracts are recognised as
financial liabilities at the time the guarantees are
issued. The liability is initially measured at fair value and
subsequently at the higher of:

. the amount determined in accordance with the
expected credit loss model under IFRS 9 Financial
Instruments; and

. the amount initially recognised less, where
appropriate, the cumulative amount of income
recognised in accordance with the principles of IFRS
15 Revenue from Contracts with Customers.

The fair value of financial guarantees is determined
based on the present value of the difference in cash
flows between the contractual payments required under
the debt instrument and the payments that would be
required without the guarantee, or the estimated amount
that would be payable to a third party for assuming the
obligations.

Where guarantees in relation to loans or other payables
of associates are provided for no compensation, the fair
values are accounted for as contributions and recognised
as part of the cost of the investment.
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_... NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
L REMBHmRME

2 Principal accounting policies

(Continued)

2.27 Earnings per share
(i) Basic earnings per share

Basic earnings per share is calculated by dividing:

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

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

lii] Diluted earnings per share

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

take into account:

the after-income tax effect of interest and
other financing costs associated with dilutive
potential ordinary shares; and

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

3 Financial risk management
3.1 Financial risk factors

The Group's activities expose it to a variety of financial
risks: market risk (including foreign exchange rate risk

and interest rate risk], credit risk and liquidity risk. The

Group's overall risk management programme focuses
on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Group’'s
financial performance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

3 BRERERE w

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

()

Foreign exchange risk

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

Certain trade receivables, other receivables,
deposits, cash and cash equivalents, trade
and other payables and borrowings are
denominated in USD and HKD which are also
exposed to foreign exchange risk. Details of the
Group’s trade and other receivables, deposits,
cash and cash equivalents, trade and other
payables and borrowings denominated in
foreign currencies are disclosed in Notes 11,
12, 16 and 17 respectively.

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

At 31 December 2023, if RMB had weakened/
strengthened by 5% against the USD and
HKD respectively with all other variables held
constant, post-tax loss for the year would
have been approximately RMB257,493,000
higher/lower (2022: RMB241,222,000), mainly
as a result of foreign exchange differences
on translation of USD and HKD denominated
monetary assets and liabilities.

31 KRR EZE @
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

L

T RAMBRERKE

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

i)

Interest rate risk

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

At 31 December 2023, if interest rate had
increased/decreased by 100 basis points with
all other variables held constant, post-tax loss
for the year would have been approximately
RMB3,424,000 higher/lower (2022:
RMB3,327,000).

(b] Credit risk

Credit risk arises from cash and cash equivalents,

as

well as credit exposures to outstanding trade

receivables, other receivables and deposits. The
carrying amounts of these balances represent the
Group’s maximum exposure to credit risk in relation
to financial assets which are stated as follows:

3 BIXEERERE @
31 K EREZE@®
(a) 1458 B2 (®)

(i)

T % 7

BRREMAZIHNES
RESEEBYIHN AR
BYEEAFREE °
ZN SEIVNE A st
MEHERTAEH
HEEARENEER
F I P A [ RE ) =R £ 5K
BV B3 W5 A R
AHECEFRARANE
MEEREN - AEE
BB REESITEAM X
R - 35 RTSLAEAA Bl
E BHERERNESR
REMBEXZRHERE
MR B e

RZZEZ=%+=AH
=+—8 MAEEH
/T B&1001E £ 2 -
FMTEEMEEERHT
Z - RIFEREERER
Kig RN R
3,424,000t (= & = —
F: A R %3327000
JT) e

b) 1= & E B

=EE

ERBRRERAELREF

a =

B A R R (B & MR BR AR
Hits YRR R RS - ZF
EHREREERKRASEME
LHEGRMEEMBRKREER
Rk - EHT

2023 2022

—E-= —E- =
RMB’000 RMB'000
ARE T ARETF T
Trade, other receivables and FE W BR B~ H b fE W Bk IE 11,799 10,807

deposits (Note 11) Kize (FfsE1)

Cash at banks (Note 12) #1717 (P 5E12) 1,933 13,774
Maximum exposure to credit risk & B 5 & A2 B & & 13,732 24,581
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

The Group expects that there is no significant credit
risk associated with cash at banks since they are
deposited with credit worthy financial institutions.
Management does not expect that there will be any
significant losses from non-performance by these
counterparties.

(i)

(i)

Impairment of financial assets

The Group has financial assets that are subject
to the expected credit loss model:

° trade receivables

e deposits and other receivables

While cash and cash equivalents are also
subject to the impairment requirements of
IFRS 9, the identified impairment loss was
immaterial.

Trade receivables

The Group performs impairment assessment
under Expected Credit Loss model on trade
receivables individually or based on provision
matrix. Except for credit-impaired trade
receivables, the remaining trade receivables
are grouped under a provision matrix based on
shared credit risk characteristics.

The expected loss rates are based on the
payment profiles of sales over a period
of 12 months before 31 December 2023,
and the corresponding historical credit
losses experienced within this period. The
historical loss rates are adjusted to reflect
current and forward-looking information on
macroeconomic factors affecting the ability
of the customers to settle the receivables.
The Group has identified forecast economic
conditions to be the most relevant factors, and
accordingly adjusts the historical loss rates
based on expected changes in these factors.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR R MR
3 Financial risk management (continued)

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

(i)

Trade receivables (Continued)

Trade receivables are written off when there
is no reasonable expectation of recovery.
Indicators that there is no reasonable
expectation of recovery include, amongst
others, the failure of a debtor to engage in a
repayment plan with the Group, and a failure
to make contractual payments for a period of
greater than 1 year past due.

Movement in the loss allowance in respect of

3 BIEERERE @

3.1 B E Be E & m)

(b) 1= E & B2 (&)

li] s R 2 (1B
FE Uk BE 2 0 A TR T8 1
AU OB G - AT
BHE K E S0 1E
(R aiE) B A &
£ 7K £ [ E A B it
B U REEGBSH—
ELFRERELAL

S

F 1R B R R K Y S R 3B

trade receivables during the year is as follows: HEFBWT
2023 2022
—E=F —=E=2-=
RMB’000 RMB'000
AR TR ARBF T
Balance at 1 January R—A—B®#&&#H 2,356 850
Provision for impairment FRAERNREEBRE
losses recognised during B
the year 3,110 1,506
Balance at 31 December Wn+=ZA=+—H
B 45 B8 5,466 2,356

Set out below is the information about the
Group's exposure to credit risk and expected
credit losses for trade receivables (non-credit
impaired) using a provision matrix:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

3 Financial risk management continies 3 FIEREBEEIE @

3.1 Financial risk factors (Continued) 31 MERREE @
(b) Credit risk (Continued) b] 15 E = B ®)
(i) Trade receivables (Continued) lii]  FEY AR (4E)
At 31 December 2023 R=—ZEBE-=5+=A8
=-F=F
Past due
g
0to 30 31to 60 61t0 90 Over 90
days days days days Total
0Z30A 31Z608 61Z290A 90AM L @t
Expected credit loss rate B Ei{Z BB B R 1.47% 3.82% 3.98% 48%
Gross carryingamount R TE & (&
(RMB'000) (ARETFT) 3,800 786 251 5,533 10,370
Loss allowance BERE
(RMB'000) (AR®T ) (56) (30) (10) (2,666) (2,762)
3,744 756 241 2,867 7,608
At 31 December 2022 R—TBE-_—-_+=A8
=+-—=
Past due
i
0to30 31to 60 61t090 Over 90
days days days days Total
02308 31Z60H H1ZE90H 90HMUL #ct
Expected credit loss rate T8 B {5 B 5 18 % 1.88% N/ATER NATEH 36%
Gross carryingamount SR E 41
(RMB'000) (ANRETFT) 2,909 - - 3,999 6,908
Loss allowance EEEE
(RMB'000) (ANRETFT) (55) - - (1,448) (1,503)
2,854 - - 2,551 5,405
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

L

T RAMBRERKE

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

(i)

Trade receivables (Continued)

Set out below is the information about the
credit risk Group's exposure to and expected
credit loss for trade receivables (credit-
impaired) using a provision matrix:

At 31 December 2023

3 BIXEERERE @
31 R EZE @
(b) 1= E & B2 (1E)

(i)

JE W AR 7% ()

VAT 551 5% P 38 15 Ak B
SAEMEBEREE
ERENAKEEEE
AR EREEES
BHE R

R=-ZEE-_=%+=A
=+-—H

Gross carrying amount (RMB'000) FEHAENRETIT) 2,704
Loss allowance (RMB'000) EEEE(ARE T T (2,704)
At 31 December 2022 NR-ZE=-_—-&+=-8
=+-—H
Gross carrying amount (RMB'000) FEABBARETT) 853
Loss allowance (RMB'000) EEEE(ARE T T (853)

For the remaining trade receivables, given the
track record of regular repayment of trade
receivables, the directors are of the opinion
that the risk of default by these customers is
not significant and does not expect any losses
from non-performance by customers.

Other financial assets at amortised cost

For other financial assets at amortised cost,
including deposits and other receivables,
management considers that its credit risk
has not increased significantly since initial
recognition with reference to the counterparty
historical default rate and current financial
position. The impairment provision is
determined based on the 12-month expected
credit losses which is closed to zero.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
b L
3 HEREEREw

31 KRR EZE @
lc)] HEBEZER

3 Financial risk management (continued)
3.1 Financial risk factors (Continued)
lc) Liguidity risk

As at 31 December 2023, the Group had a deficit
of RMB9,020,675,000 (2022: RMB8,510,311,000]
and the Group’s current liabilities exceeded
its current assets by RMB8,108,929,000 (2022:
RMB?7,532,680,000). The Group maintained cash
and cash equivalents of RMB2,143,000 (2022:
RMB14,583,000) as at 31 December 2023.

As at 31 December 2023, borrowings of the Group,
amounted to RMB3,934,716,000, out of which
RMB1,569,065,000 were overdue, while borrowings
of the Group amounting to RMB8,618,000 contained
cross-default terms as at 31 December 2023 and
become immediately repayable. Total overdue
interest payables of the Group amounted to
RMB907,037,000. These borrowings are further
explained below:

i) The Group had promissory notes with
an aggregate principal amount of
RMB?2,447,565,000 outstanding as at 31
December 2023, out of which approximately
RMB263,226,000, RMB11,817,000 and
RMB904,068,000 (totalling RMB1,179,111,000)
had been overdue since 2020, 2021 and 2022
respectively. The outstanding promissory
notes amounting to RMB8,618,000 became
immediately repayable pursuant to the

RZB-_=F+=_RA=+—
B A&EBEB4AEARE
9,020,675,000c(= & = =
& AR¥8510,311,0007T) °
MASEBERBABEBBAR
) & = A K %8,108,929,000
T(ZEZ—_F: AR K
7532,680,0007T) ° A = &
—=Zf+=-A=+—H8' 'K
SEHEFHESRRSEEY
AR#2143,0000 (ZF = —
& AR #14,583,0007T) °

R-ZZE-_=F+-_A=+—
B XEBEKRNERBARE
3.934,716,0007C © ERA R ¥
1,569,065,0007C B # £ - MR
—E-_=F+=ZH=+—H
K& B & A K #8,618,000
TERXEHNGER  WHEAL
BI{EE - NEE S EN
| B 4258 5 AR %907037,000
T AEERN T E—F
EES

=8

) R—ZZE-_=%+—-AH
Zt+—HB - AEEH
EAcEEAARK
2,447565,0007T B & &
BARAREER  HPHA
E #263,226,0007T © A
R #11,817,0007C & A R
#904,068,0007T (42 &=t
A R #1179,111,0007T)
PDRBEZE=_FF =

cross-default terms under the relevant loan E—FR T
agreements. FREBH KEE
EHREESBEARE

8,618,000 IR KB &
RPFEBETHNRINELD
ERALENEE -
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e NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
 REMBEmERKE
3 Financial risk management continiess 3 FIEREBEERE @

3.1 Financial risk factors (Continued) 3.1 B E Be E & m)
[c) Liquidity risk (Continued) lc) #EBE =7 (&)

il  The Group had other borrowings with
an aggregate principal amount of
RMB1,144,752,000 outstanding as at 31
December 2023, out of which approximately
RMB47,555,000 had been overdue since 2020;
and

il The Group had secured borrowings of
RMB342,399,000, which was overdue in
accordance with the repayment date of the
agreement as at 31 December 2023.

The above conditions indicate the existence of
multiple uncertainties, which may cast significant
doubt upon the Group’s ability to continue as a
going concern. In view of such circumstances,
the directors of the Company have, during the
current year and up to the date of the approval of
these consolidated financial statements, taken
the following measures to mitigate the liquidity
pressure and to improve the financial position of the
Group, to refinance its operation and to restructure
its debts:

i) The Group has been actively negotiating
with the relevant banks and lenders of the
Disposal Group to release or discharge
the Relevant Guarantees. Since the date of
disposal until 31 December 2023, guarantees
of RMB2,210,636,000 had been discharged
while guarantees of RMB5,036,883,000
are expected to be released in year 2024
and RMB984,955,000 that did not meet the
recognition criteria for financial guarantee
contracts are disclosed as contingent liabilities
(Note 34).

150 CHINA HUARONG ENERGY COMPANY LIMITED
BRI AR A E

i)l RZEZ=%+=A
=+t—HB A&EE %
ERAcBEEAARKE
1,144,752,0007C H) 7 18
BEEMER  EFROA
R ¥47555000c B 8 =
TE_TFEAH K&

il AEEFEBERAR
#£342,399,0007C © 1R 1§
WEEREH  ZEXR
ERZT_=F+=AH
=t+—H@H -

EAGIRR R AT EZ B A
EME - RS ARENEE
RERNEEEARE - &
REMBER  ARREFR
AEERBEHREZETEA
MBRREBBMERIIATE
e AR RB)IEEE ) - X
HEREBEYP BN - FE
HEZEETAREREAR
ER

) O AEB —EHEBEGENR
BIRTTREESEEBED
BERAEE LRk
SR AEBEER- B
HEEREE-_ZT-_=
E+-A=+—H8" A
R #2,210,636,0007T 2
ERERER  MARE
5,036,883,0007T 2 & 1%
FEHEN - _INER
B K A R #984,955,000
T EMBERE
PN EREEMFEER
ok A BUE (P 5E34) ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 Financial risk management (continued)
3.1 Financial risk factors (Continued)
lc] Liguidity risk (Continued)

i)

The Group has also been actively negotiating

with the relevant financial institution and
certain promissory note holders regarding the
borrowings of RMB1,569,065,000 to take the
following actions:

(a)

(b)

(c)

During the current year, the maturity
date of promissory notes with aggregate
principal amount of RMB1,144,342,000
was successfully extended to December
2025. As at 31 December 2023, the
outstanding promissory notes amounting
to RMB1,179,111,000 were not extended
nor repaid upon the scheduled
repayment dates and thus became
overdue, and RMB8,618,000 became
immediately repayable pursuant to the
cross-default terms under the relevant
loan agreements. The Company is in
the process of negotiating with these
promissory note holders for further
arrangements, including the extension of
maturity dates and obtaining waiver from
the lender for the due payment pursuant
to the relevant cross-default terms.

As at 31 December 2023, the Group had
other borrowing of RMB47,555,000 which
was overdue. The Group is in the process
of negotiating with the relevant lender for
extension of repayment and renewal of
such borrowing.

As at 31 December 2023, the Group had
secured borrowing of RMB342,399,000
which was overdue. The Group is in
the process of negotiating with the
relevant financial institution for extension
of repayment and renewal of such
borrowing.

e B IS R R MY R

3 BRERERE w

31 B REEEZE@
lc] 7B & % /EFE (&)
i) AEBEIN—BRBRE
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T AR S R &
ETAEALEBRFEARE
o AEREATRITE :
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BRI EHE=-F
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#1,179,111,000 7T -
W ARILETEIEEH
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_... NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
L REMBHmRME

3 Financial risk management continiess 3 FIEREBEERE @

3.1 Financial risk factors (Continued) 31 MBEMREE®
[c) Liquidity risk (Continued) lc) #EBE =7 (&)

il As at 31 December 2023, the Group has il RZZE=Z=%+=AH
drawn down RMB370,118,000 from an entity =t+—B ' AEEK
controlled by a close family member of Mr. SREE K ER R
Zhang Zhi Rong. As at 31 December 2023, the HEEBRERARK
carrying amount is RMB330,717,000 and it is 370,118,0007T » M = &
repayable in December 2025. =+ A=+ —

H EEEABARE
330,717,0007¢ - B 7B B
T -_FHE+_-HF1E

o

Falg

ivJ] As at 31 December 2023, the Group has v, RZEZ=F1+2ZA
drawn down USD119,951,000 (equivalent =+—8 AEBERK
to approximately RMB851,390,000), in IR FTIES E IR
total from the loan facility, provided by an T MEREERRA H
entity controlled by Mr. Zhang Zhi Rong, 119951,000% 7t (#8 & B
who agreed to provide a loan facility up to Z’J/\Eﬁ%% 390,0007T)
USD250,000,000 (equivalent to approximately ERFAERMAEER
RMB1,774,450,000]) to the Group for the ?E #t 7~ % $3250,000,000
funding of the oilfield operation of the energy ETHERHARE
exploration and production segment. As at 1,774,450,0007T) B9 B FX &h
31 December 2023, the carrying amount of B RASERRYR
this loan facility is RMB760,755,000 and it is &EFW%W?H&EW“
payable by 31 December 2025. RHtES RZT_=
F+-A=1+—R8 %&
FRENFEEAERAR
#760,755,0007C I R H =
TR+ A=+—H
Z I Z At e
v The Group has focused on its operations in v REBFETERERE
development of the energy exploration and RREERLR - RAEF
production segment. During the current B EERE T ARME
year, a number of wells were in production in ((FEEFHHEE&O
the Republic of Kyrgyzstan ("Kyrgyzstan’). BHAEE - BHEETR
Management expects to realise an increase FHiEBE— R RA
of oil output through further development and BZRRESABEER
expansion of this segment, thereby generating Tt e R TE R
steady operating cash flows. EIEM e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 Financial risk management (continued)
3.1 Financial risk factors (Continued)
lc) Liguidity risk (Continued)

V)

(Continued]

As of 31 December 2023, the Group has drawn
down RMB5,725,000 in total from the loan
facility provided by an entity controlled by a
close family member of Mr. Zhang Zhi Rong,
who agreed to provide a loan facility up to
RMB40,000,000 to the Group for the funding
in respect of the energy exploration and
production segment.

In addition, the Group also entered into a
co-operative framework agreement during
the year ended 31 December 2018 with an
independent third party who agreed to provide
materials for the exploration and production
of crude oil with an aggregate amount up to
UsD500,000,000, in exchange for an option
to purchase up to 70% of the total crude oil
produced by the Group at 92% to 95% of the
market price as a form of repayment until all
the liabilities are repaid. Such facility has not
been utilised up to 31 December 2023.

e B IS R R MY R

3 BIEERERE @
31 KRR EZE @
lc] 7B & 27 F (&)

vl (&)
R-ZZT-_=%F+=-AH
=+—H AEBKE
ERSTERN — R BAT
THHNEBRENE
HBMERDAEXARE
5,725,0007C ' % E & [F
ERAAEERHETZR
A R #40,000,0007T &
BE R BN IR & A E R SRR

AN BEZZE—N\F
+—A=+—HIFE -
AEEFE-BBIE
ZHEIMNAEEEER
HORBYE=ARE
IR IR R £ EM
48 %8 15 3£ 500,000,000
EIL UWRBA[IE T 5
B 1% B92% Z95% % B
AREBRBMEERS
= %Z70% MW EERE
BAXN - BEEREEMS
BE-HEE_T_=F
+=-—A=+—H8" %@
EHRABA -
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___ NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
L GARBBAMD
3 Financial risk management (continued)

3.1 Financial risk factors (continued)
lc) Liguidity risk (Continued)

V)

3 BIXEERERE @
31 K EREZE@®
lc] 7B & 27 F (&)

(&)

(Continued) v)
The Group has further expanded its business AEBBEBRAR_-_T_—
presence within the oil sector through the F-ATKKIEREEE
acquisition of Nantong Zhuosheng which REE—FLBAERA
completed in January 2021. Nantong MBI A R o MR
Zhuosheng possesses the facility, capacity R AL R 7% 75 |
and expertise in the provision of oil storage BERB OREE
services. The management expects that this M o BIEETEHLK
acquisition shall reflect the Group’s strategy BEHEEERMAEE
of investing in oil-and-gas-related storage and O R AE B A R
logistic projects, which shall enable the Group HENRERE <&
to extend its energy business vertically. SEEEREEAHREIR
7% -
Repayable on
demand/less Between More than
than 1year 1and2years 2years Total
REX
®E/ —-FR —EWE MENL @t
RMB'000 RMB'000 RMB'000 RMB'000
Group r&EHE AREFTT ARETRT ARETFT ARETR
At31December2023 ~ MZT==%
+=A=+-H
Borrowings fE % 1,698,902 2,235,814 - 3,934,716
Financial guarantee BBERSD
contracts 5,036,883 - — 5,036,883
Trade and other payables & {f BR 3 Iz E t FE £+
excluding contract FEMBEENE
liabilities and other tax &R At HIEFARIE
related payables NEeEY 1,381,356 - - 1,381,356
At 31 December 2022 i —E
+ZA=+-H
Borrowings 3% 1534,292 2,295,485 = 3,829,777
Financial guarantee RBEERAN
contracts 4,872,966 — — 4,872,966
Trade and other payables [ < HR 3% & H ft & 1
excluding contract REAREENE
liabilities and other tax &R E MBI fE
related payables F3IE) 1,149,413 - - 1,149,413
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3 Financial risk management (continued)
3.1 Financial risk factors (Continued)
lc) Liguidity risk (Continued)

Maturity Analysis — borrowings based on scheduled
repayments

Certain borrowings contain a repayment on demand
clause which can be exercised at the bank’s sole
discretion. Taking into account the Group's situation,
arrangement and the transaction as described in
Note 2.1(b), the directors do not consider that it is
probable that the banks will exercise their discretion
to immediate repayment. The analysis below
shows the cash outflows based on the scheduled
repayment. The amount includes interest payments
computed using contractual rates. The directors
believe that such borrowings will be repaid in

BB A 7 — it B EAH
H.zEX

HETHEAMGERTA2HE
BB 1T (iR BESRE B IR -
REBASEZBR B8
Ko 17 B 5 2.1(o) F A ) 2t B9 52
5 BEERRRITTKRARE
STEERANKFERZBIE
& o LTI sr 818 A
HIZIRBRERLE - AHAS
HERUNANNEFEZT
BNZ-EFHE BHE
TEERBERBHAEZ

accordance with the scheduled repayment dates set STEE K HEER -

out in the loan agreements.

Less than Between More than
1year 1and2years 2years Total
—£R —EME MEN L @t
RMB'000 RMB000 RMB'000 RMB'000
ARETT AREFRT ARETnT ARETR
At 31 December 2023 RZZZ=%
+=-B=+—H 2,605,939 2,235,814 - 4,841,753
At 31 December 2022 2
—“A=+—-"H 2,209 852 2,295,485 - 4,505,337
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3 Financial risk management (continued)
3.2 Capital management

R RERE @
32EXRERE

The Group’s objectives when managing capital are to
safeguard the Group's ability to continue as a going
concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

The capital structure of the Group consists of
shareholders’ equity. Capital is managed so as to
maximise the return to shareholders while maintaining
a capital base to allow the Group to operate effectively in
the marketplace and sustain future development of the
business. This ratio is calculated as total liabilities divided
by total assets.

The Group’s total liabilities and total assets positions and
debt-asset ratio at 31 December 2023 and 2022 were as

AEEEREERNBRDRER
SERECENRED  URRE
@RI A EAM N SEEET R
B ASgEFRENERE
BIARBEE RRA -

REFXABEAER AKH

ﬁ%;\uﬂﬁkfiﬁ%ﬂximﬂ“EA

CMBRREREBER - BITHR
T’ﬁiﬁiﬁﬁ%’éﬁétxé\Ji)ﬁi1§ﬂ‘%°

REEBMERERDIERFERE
28 o BATE 1B LA % 3R [0 3R &
AW R ERERUFEAEE
BT EERKERFEE
TRARREBER - Eittt)_ﬁﬁz,%%
EEBRNEEERE

AEBR-_E_=ZFk=_F -
F+-_A=+—HWBRAGBEREA

follows: BEEMAAREEHEE E LRI
T
2023 2022
—E-=F — g
RMB’000 RMB'000
ARBET AR®ET T
Total liabilities wEE 10,425,805 9,931,873
Total assets BEE 1,405,130 1,421,562
Debt-asset ratio BEEEELX 7.42 6.99

3.3 Fair value estimation

The director consider that the carrying amounts of
financial assets and financial liabilities recorded at
amortised cost in the consolidated financial statements
approximate their fair value.
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4 BAREEEET BRRR

Critical accounting estimates,

assumptions and judgement

Estimates and judgements are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are addressed below.

4.1 Critical accounting estimates
(a] Going concern

The Group prepares cash flow projections that cover
a period of not less than twelve months from 31
December 2023. Taking into account the plans and
measures as described in Note 2.1(b], the Group
will have sufficient working capital to finance its
operations and to meet its financial obligations
as and when they fall due within the next twelve
months from the date of the statement of financial
position. The consolidated financial statements is
prepared on a going concern basis.

Significant uncertainties exist as to whether
management of the Company will be able to achieve
its plans and measures as described in Note 2.1(b).
Whether the Group will be able to continue as a
going concern would depend upon the Group's
ability to generate adequate financing and operating
cash flows through the successful fulfilment of the
plans as described in Note 2.1(b).

FI

51 B BT R R S BLBGE
SRREMEEAZRETIE £
A A R T B R R A BT
E}q °

AEBE L ARKIERGEFTMRE - 17
B HARALREERNBEE
B TXAENEFIBEREFEEEX
REBET—EMRFENEERA
BEREEHRENFE -

L1 B ESAE
la) FELE

AEEREREE T =
F+-_A=+—HBRED
+—EAMBEERETEN -
£ 1% B Bt 5E2.1(0) BT it 51 21 &2
Bt AEEBERRNE
BESAHERKLIRESR
& WEBTEVHEKRE
HEBRHARKRTZEAR
BEMB ISR o sRA M
REBBESENERR
;@ °

ARRBIEIEEBRED =K M &
21b) Rt 5t 8 e e ie 7 B
BEANTHEERER - ~&EE
REEUAREREEREEL
LBEORNARBREG K ZE
PR £ 2.1(b) BT 2t 5+ &1 4E M 2
BRRHBMERKELERER

E°
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4 Critical accounting estimates, L BEARETHEE BER
assumptions and judgement FIER a0
(Continued)

4.1 Critical accounting estimates (continued)
(b] Impairment of non-financial assets

41 BRE A @
(b) ELEEERE

The Group follows the guidance of IAS 36
“Impairment of Assets” to determine when assets
are impaired, which requires significant judgment.
In making this judgment, the Group evaluates,
among other factors, the duration and extent to
which the recoverable amount of assets is less than
their carrying balance, including factors such as the
industry performance and changes in operational
and financing cash flows. For the purpose of
assessing impairment, assets are grouped at
the lowest level for which there are separately
identifiable cash flows (a CGU). The recoverable
amount of the CGU has been determined based on
value-in-use calculations or fair value less cost to
sell, whichever is higher. These calculations require
the use of estimates, including operating results,
income and expenses of the business, future
economic conditions on growth rates and future
returns. Significant changes in the key assumptions
on which the recoverable amount of the assets
is based could significantly affect the Group’'s
financial position and results of operations. Based
on management’'s assessment, no impairment was
recognised during the year ended 31 December
2023 (2022: Nil]. Details of which have been
disclosed in Note 8.
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L BREETHEE BERR
H) )

41 BRE A @
lc] W% BERZEWT

4 Critical accounting estimates,
assumptions and judgement
(Continued)

4.1 Critical accounting estimates (continued)
[c] Useful lives and residual values of

property, plant and equipment

The Group’s management determines the estimated
useful lives, and related depreciation expense for
its property, plant and equipment. This estimate
Is based on the historical experience of the actual
useful lives of property, plant and equipment of
similar nature and functions. Management will
increase the depreciation expense where useful
lives are less than previously estimated lives. It will
write-off or write-down technically obsolete or non-
strategic assets that have been abandoned or sold.
Actual economic lives may differ from estimated
useful lives. Periodic review could result in a change
in depreciable lives and therefore depreciation
expense in future periods.

1 /5 5 R K 7 6 (B {5

AEENEEEEEEY
X BEEREOHREAE
REMRBEBIER - It
BERIDRBEABBEUEER
WEEMTE - BFERRED
ERAERFHNBEELER
B - WA ERFHINE
EmEtFS - EEEREM
PrEFIST o E S i H S HUR
EREFE K & M & TR K
FREUENEE - BEREHE
FHHEARIR AT AIE B
FH o E MR AR B BT
EFHmEl AUFERXR
KEAR T ERX -
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4 Critical accounting estimates,
assumptions and judgement
(Continued)

4.1 Critical accounting estimates (continued)
(d] Current income tax and deferred tax

L BREETHEE BERR
H)

41 BRE A @
(d] BIEG A3 B R i 7 % 7

The Group is subject to income taxes in numerous
jurisdictions. Significant judgement is required in
determining the provision for income taxes. There
are many transactions and calculations for which
the ultimate tax determination is uncertain. The
Group recognises liabilities for anticipated tax audit
issues based on estimates of whether additional
taxes will be due. Where the final tax outcome of
these matters is different from the amounts that
were initially recorded, such differences will impact
the current and deferred income tax assets and
liabilities in the period in which such determination
is made.

Deferred income tax assets relating to certain
temporary differences and tax losses are
recognised when management considers it is likely
that future taxable profits will be available against
which the temporary differences or tax losses can
be utilised. When the expectations are different from
the original estimates, such differences will impact
the recognition of deferred income tax assets and
income tax charges in the period in which such
estimates have been changed.

le) Estimation of oil reserves

Estimation of oil reserves is a key element in the
Group’s investment decision-making process in
energy exploration and production segment. It is
also an important element in testing for impairment.
Changes in proved oil reserves, particularly
proved developed reserves, will affect unit-of-
production depreciation, depletion and amortisation
recorded in the Group's consolidated financial
statements for property, plant and equipment and
intangible assets related to oil production activities.
A reduction in proved developed reserves will
increase depreciation, depletion and amortisation
charges. Proved reserve estimates are subject
to revision, either upward or downward, based
on new information, such as from drilling and
production activities or from changes in economic
factors, including product prices, contract terms or
development plans.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 Critical accounting estimates,

assumptions and judgement
(Continued)

4.1 Critical accounting estimates (continued)

[f] Recognition of financial guarantees
The Group makes estimate on costs required to
fulfil the relevant obligation of guarantee contracts
when the guaranteed amount is claimed by the
counterparty to the guarantee. Such estimation is
based on the available information as at reporting
date and is determined by the Group's practical
experience, the default history, the collateral held
and financial position of guaranteed assessed on
an individual basis in the industry and taking into
consideration of industry information and market
data.

4.2 Critical accounting judgment

The Group applies (i) IFRS 3 to transactions and other
events that meet the definition of a business combination
within the scope of IFRS 3 and (ii] the principle of control
defined in IFRS 10 in the preparation of consolidated
financial statements. Judgement is required to (i)
determine the fair values of the assets acquired, the
liabilities assumed, the date of acquisition, and the
purchase consideration, and on the allocation of the
purchase consideration to the identifiable assets and
liabilities; and (i) assess whether the Group has obtained
control over the subsidiaries.

Segment Information

Management has determined the operating segments based
on the reports reviewed by the chief operating decision-maker
that are used to make strategic decisions. These reports are
prepared on the same basis as the consolidated financial
statements.

The chief operating decision-maker is identified as the
Executive Directors of the Company. The Executive Directors
consider the business, performance from both a geographic
and product perspective and has identified two reportable
segments of its business:

1) Energy exploration and production: this segment derive
its revenue from sales of crude oil in Kyrgyzstan;

2] Oil storage and trading: this segment derive its revenue
from a) renting its capacity in the provision of oil storage
services; and b] trading the relevant commodities in
China.

e B IS R R MY R

4 BAREEEET BRRR

S

41 BRE A @
Ifl B & (R EE
EERUFTEXERSE
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AEEE  thAEEER
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L REMBHmRME

5 Segment Information (continued)

The Executive Directors assess the performance of the
reportable segments based on a measure of revenue and
gross profit. The segment information provided to the

Executive Directors for the reportable segments for the years
ended 31 December 2023 and 2022 is as follows:

5 IAER @

HITEZRBEW S REFFEFEA
ERRMHKRE -BEZFT-_=FK
—E-_F+=-A=+—HIFE
RAZRRAANITE S REAORRA
BB

Energy exploration

0il Storage and trading and production Total
HERES EROAREE @t
2023 2022 2023 2022 2023 2022
ZE-=f -—T--F CZE-zZf —T--F Bz —ZT-_F
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
ARETR ARETT AR%TR ARETT AR%TR ARBT:R
Revenue g
— Revenue from sales of crude oil - RERRHEEN RS - = 37,874 52,735 37,874 52,735
— Revenue from trading - RERSH & - 3,283 - = - 3,283
— Revenue from oil storage —-REmEHO kS 44,748 46,827 - - 44,748 46,827
Segment revenue e 44,748 50,110 37,874 52,735 82,622 102,845
Segment results LT | 16,573 18214 14920 27564 3493 45778
Selling and marketing expenses HERTISHERERX (2,600) (1,409) - - (2,600) 1,409)
General and administrative expenses —RRITBER (10,532) (10.844) (16,508) 14,619) (40,814) 40,394)
Other income Ht ez 58 2172 - = 58 2,807
Other gains — net Htt s - %8 - 45 1173 9700 54 11,364
Net finance costs BERKTTE - - - - (347,786) (521,556)
Change in provision for financial guarantee contracts BB ER G MM BREZ S - - - - (163917 (163.917)
Profit/[loss] before income tax BHEHATE/ (B#]) 3,499 8778 (415) 22,645 (523512)  (667,327)
Segment assets RBEE 432,678 436,478 971,151 981,831 1,403,829 1,418,309
Unallocated AOE - - - - 1,301 3,253
Total assets BEE 432,678 436,478 971,151 981,831 1,405,130 1,421,562
Segment liabilities RREE 212,524 104,992 346,576 356,199 559,100 461191
Unallocated AR = = = = 9,866,705 9,470,682
Total liabilities BEE 212,524 104,992 346,576 356,199 10,425,805 9,931,873
Other segment disclosures: Hih R :
Depreciation E 20,159 21,684 9,967 9792 30,139 31,481
Amortisation B 158 154 1,120 1,105 1,278 1,259
Additions to non-current assets REXRBDEE 5,084 2,766 2,983 11,058 8,067 13,829
Provision for impairment losses on trade EREFAEBERRE
receivables 1,851 1,506 1,259 - 3,110 1,506
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Segment Information (continued)

During the year ended 31 December 2023, revenue from the
top customer of the Group amounted to RMB16,855,000 (2022:
RMB35,467,000), representing 20.4% (2022: 34.5%) of the total
revenue.

There are three (2022: two) individual customers contributed
more than 10% revenue of the Group's revenue for the year
ended 31 December 2023. The revenue of these customers
during the year are RMB16,855,000, RMB8,950,000 and
RMBS8,672,000 (2022: RMB35,467,000 and RMB16,257,000)
respectively.

Geographically, management considers that the operations
of the energy exploration and production segment is located
in Kyrgyzstan (sale of crude oil), and the oil storage and
trading segment is in PRC, with revenue derived from different
geographical locations, which is determined by the country in
which the customer is located.

The Group’s revenue is analysed as follows:

e R RMEE
5 RREF @

BHE-_ZT-_=F+-_A=+—HItHF
B REBEAEBRATFPNRIEEA
R #16,855,0007C (Z 2= —4F : AR
35,467,0007T) * b 48 W 25 #920.4% (=
T 4 345%) °

BHE_Z_=F+-_A=+—81t%F
B ZZ(CZE_—F - MA)AHIE
FERAERWZBIBIO% - RAE
B ZSEEFERMKREZSRABARYE
16,855,0007¢ + A K #8,950,0007T & A
B8 672000 (ZE - —F: ARK
35,467,0007C & A R #16,257,0007T) °

REMS  EEER/ERHER
EERBURETREH GEERHM)
o fE R E SRR R RE - i
ARBTAREBE - RIFRZEFHAE
BREE -

AREEBNKE DT

2023 2022

—E_-= —_=E_- =
RMB’000 RMB'000
AR TR ARBF T
Kyrgyzstan HRE 37,874 52,735
PRC A B 44,748 50,110
82,622 102,845

Geographically, total assets and capital expenditures are
allocated based on where the assets are located.

Non-current assets (excluding intangible assets and goodwill]
are analysed as follows:

EME  EENREARBES
WEEMENENK -

RBEETERETLEEREBE)

DA

2023 2022
=== T

RMB’000 RMB'000
AR¥TR AR¥EFTT
Kyrgyzstan HRE 267,888 267,468
Hong Kong BB 75 72
PRC B 304,070 321,105
572,033 588,645
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6 Property, Plant and Equipment 6 Y% -BERZME

Machinery
Construction and Ol Buildingand ~ Computer Office Motor
inprogress  equipment properties  Structure  equipment  equipment vehicles Total
EEIR HBHERRE FANE BFRER  EERE  BORE E§ it
RMB'000 RMB000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARBTT ARETT ARETR ARETR ARETT ARETR
Year ended 31 December 2023 HZ-E-=£{Zf
ST-BLEE
(Opening net book amount ENEEEA 35,16 49512 242,085 39,423 1310 257 308 368,060
Additions RE 3525 503 - 179 454 13 180 4,854
Disposals hE (2,681) - - - - 1] = (2,688
Transfer g2 (6,156) - - - 6,156 - - -
Depreciation i - (5,539 (9,695) (6,995) (1,399) (21) (200 (23878)
Deregistration of subsidiaries  iE AT B A7 - - - - (4) (36) (69) (109)
Exchange difference ERzE 13 - 7030 - 3 2 - 7767
Closing net book amount ERERFE 30,585 46,476 239,420 32,607 6,520 202 199 354,009
At 31 December 2023 it et g
SiieH
Cost or valuation AR fRE 30,585 40,638 576,95 52,955 8,400 1373 1892 732,797
Accumulated depreciationand ~ EFTHERBESE
impairment loss - (1662)  (337534) (20,348) (1,880) (11m) (1693)  (378788)
Net book amount EEFE 30,585 44,676 239,420 32,607 6,520 202 199 354,009
Year ended 31 December 2022 HZ-E-Z%+Zf
St-ALER
(Opening net book amount ENERFE 45,292 96,589 213,543 46,033 1070 25 02 303 294
Addtions AE 11,481 h47 - 38 846 4 - 13,074
Disposals = - - - - (10g) - - (108
Transfer g3 (23839) 26 ATik - - - - -
Depreciation i - (8.030] (0644) (8968 (307) i (19 (25218)
Exchange difference Eizd 203 - 14773 - g 5 - 17018
Closing net book amount EXEMEE 3,165 49512 242,085 39423 1310 yill 308 368,060
At 31 December 2022 gt St 3 gl
=1-H
Cost or valuation KA fEE 119736 60,135 H89913 5,776 1790 1367 1712 807429
Accumulated depreciationand ~ ZTHEREESE
impairment loss (84,571 (10623 (327828) (13359) (480) (1110) (1,604 (4393691
Net book amount ERAHE 316 49512 242,085 39,423 1310 27 308 308,060
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6 Property, Plant and Equipment

(Continued)

Depreciation of the Group’s property, plant and equipment has
been recognised as follows:

R AR M R
6 W MERREw

AEBEHROWE BMERZMER
EmT:

2023 2022

—E-= —F=-=
RMB’000 RMB'000
AR®T AR¥EFTT
Cost of sales SHERK AR 23,013 24,180
General and administrative expenses — % %17 & FA 862 1,038
Charged to profit or loss P AR = 23,875 25,218

Please refer to Note 8 for the impairment assessment
associated with the property, plant and equipment, together
with the related intangible assets.

The machinery and equipment and building and structure with
carrying amount of RMB44,072,000 (2022: RMB47,543,000)
have been pledged to a financial institution for the borrowing
owed by the Disposal Group.

7 Right-of-Use Assets

BERYME BMEARRBCERBEMRE
WEE)ZREFGFESHMES -

RmE A ARKLO72000T(ZF
— % AR¥E47543,0007T) B 28
REUREFREEBEERHEESEMR
REERERTSRMERE -

7 ERREEE

Shoreline rights Leasehold land Total
FRE HALH At
RMB’000 RMB’000 RMB’000

AR® TR AR TR ARBTR

Year ended 31 December BE-S-=%+=H

2023 =E+—BLEFE

Opening net book amount FYIEREFEE 97,799 109,406 207,205

Depreciation & (2,873) (3,391) (6,264)

Closing net book amount FRE@FE 94,926 106,015 200,941

At 31 December 2023 N-—E=-=%+=H

=t+—H

Cost or valuation NIRRT ] 103,500 115,818 219,318

Accumulated depreciation 2 E (8,574) (9,803) (18,377)

Net book amount R FE 94,926 106,015 200,941
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7 Right-of-Use Assets (continued)

7 FHEEE @

Shoreline rights  Leasehold land Total
== AT 5t
RMB'000 RMB’000 RMB’000
ARETF T ARMEF T AR¥EF T

Year ended 31 December BE-Z2_-__1+=A

2022 =+—HLFE
Opening net book amount FHERmFEE 100,755 112,713 213,468
Depreciation e (2,956) (3,307) (6,263)
Closing net book amount FREEFE 97,799 109,406 207,205
At 31 December 2022 R-ZE-_—_F+=8
=+-H

Cost or valuation BX AR 3 ik A 103,500 115,818 219,318
Accumulated depreciation REIE (5,701) (6,412) (12,113)
Net book amount BEmEFE 97,799 109,406 207,205

The Group has acquired shoreline rights and leasehold
land through business combination in prior year. They are
recognised at their fair value at the date of acquisition and are
subsequently amortised on a straight-line based over their
estimated useful lives.

Shoreline rights

The shoreline rights represent rights to occupy and use of
418 meters of the Yangtze River coastline and corresponding
waters. Lump sum payments were made upfront to acquire
the shoreline rights from the previous registered owner, and
there are no ongoing payments to be made under the terms of
the lease agreements. The shoreline rights are stated at cost
less accumulated depreciation and any impairment losses.
The shoreline rights are depreciated using the straight-line
method over their estimated useful lives of 33 years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Right-of-Use Assets (continued)
Leasehold land

The leasehold land relates to the land located in Mainland
China which was acquired through a long-term agreement on
land use rights. The Group is the registered owner of these
property interests, including the whole or part of undivided
share in the underlying land. Lump sum payments were made
upfront to acquire these property interests from their previous
registered owners, and there are no ongoing payments to
be made under the terms of the land lease. The leasehold
land is stated at cost less accumulated depreciation and any
impairment losses. The leasehold land is depreciated using
the straight-line method over their estimated useful lives of 33
years.

The shoreline rights and leasehold land with an aggregate
carrying amount of RMB200,941,000 (2022: RMB207,205,000)
have been pledged to a financial institution for the borrowings
owed by the Disposal Group.

e B ISR R MY R

FEAEEE w
HALH

BRUNPERN L HE R Ly
FRLTHWHERRERBHRIG - A&
BrzEnEks(BREAELTINE
BB AR D RIF A BAD) WO FEMAAAE o
ERMN—RERBAB LA EMAE
ERGZEMFERED  MBEREL
WHERKMAELORFENK - B
3 £ #tb DA AR AR R 5137 & R AE ()R E
EE5I R - A o iR B A
FR=T=FUERENE -

BERTE B A A R¥200,941,000T (=&
— — 4 : AR #¥207,2050007T) ) = 4%
BEREAIHMEREESBARER
ERTEmEE -
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8 Intangible Assets and Goodwill

8 BFEENREE

Co-operation

rights Software Goodwill Total
BELEE LIgEs BE @t
RMB’000 RMB’000 RMB’000 RMB’000
ARETRE AR®Tn AR¥Tn AR%¥Tn
For the year ended 31 December 2023 BE-EC-=f%
TZA=t+—-BLFE
Opening net book amount FNREFE 753,008 661 33,347 787,016
Amortisation & (1,120) (158) - (1,278)
Exchange difference ER=2 21,899 - - 21,899
Closing net book amount ERREEE 773,787 503 33,347 807,637
At 31 December 2023 R-ZZB-=F+=R
Er=[
Cost P A 1,732,222 1,180 33,347 1,766,749
Accumulated amortisation and R FHERREEE
impairment losses (958,435) (677) - (959,112)
Net book amount RESE 773,787 503 33,347 807,637
For the year ended 31 December 2022 BE-E-C-%
TZA=t+—-BLEE
Opening net book amount FOREFE 694,528 60 33,347 727935
Additions NE — 755 — 755
Amortisation B (1,105) (154) - (1,259)
Exchange difference ERER 59,585 - - 59,585
Closing net book amount FREEFE 753,008 661 33,347 787016
At 31 December 2022 R-B=-Zf
+=A=1+-H
Cost XA 1,683,266 1180 33,347 1,717,793
Accumulated amortisation and A BERREEE
impairment losses (930,258) (519) = (930,777)
Net book amount RHFE 753,008 661 33,347 787,016
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Intangible Assets and Goodwill

(Continued)

The intangible assets include rights to cooperate with the
national oil company of Kyrgyzstan in the operation of the five
oil fields zones ("Co-operation Rights’]. The Co-operation
Rights are stated at cost less accumulated amortisation and
any impairment losses. As at 31 December 2023, 76 wells
(2022: 73 wells) were at production. As a result, amortisation
of RMB1,120,000 (2022: RMB1,105,000) has been charged to
profit or loss during the year based on the units-of production
method.

During the year ended 31 December 2018, the Group entered
into a loan agreement with a related party who agreed to
provide a loan facility up to RMB40,000,000 to the Group for
the funding in respect of the energy exploration and production
segment. As at 31 December 2023, the Group has drawn down
RMB5,725,000 for exploration and drilling wells.

Management has reviewed the operational performance
and considered the operation’'s sensitivity to a range of
factors including commodity prices, capital expenditure and
concluded that there is currently no further impairment or
reversal of the previously recognised impairment.

Impairment Assessment

At the end of each reporting period, the management of the
Group performs impairment assessments on its assets. Each
segment represents an individual cash generating unit ("CGU")
in accordance with IAS 36 “Impairment of Assets”.

The recoverable amounts of the CGUs have been determined
based on value-in-use calculations or fair value less cost to
sell, whichever is higher. The management of the Group’s
estimation of the recoverable amount of the each CGU is
determined based on a value-in-use calculation, by using a
discounted cash flow ("DCF") model, which requires various
parameters and inputs, among which the projection of
amount and timing of future capital expenditures to enable
the exploration and development of new oil production wells
is a critical input. This projection, nonetheless, hinges on the
overall financial position of the Group.

8
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

L

8

T RAMBRERKE

Intangible Assets and Goodwill
(Continued)

Energy exploration and production segment

When measuring the recoverable amount of the energy
exploration and production segment, management mainly
takes oil properties, construction-in-progress and Co-
operation Rights into account.

The combination of geopolitical turmoil and concerns about
oil output levels in major producing countries contributed to
the decline in crude oil futures by over 10% in 2023. These
factors underscore the complexity and volatility inherent in the
global oil market. Due to the present economic uncertainty, it
is expected that expenditures in Energy Business would only
start to be resumed by the Group by 2026, the earliest.

With internal judgement of the international market
environment, combined with the delay of the discharge of the
Financial Guarantee, the management of the Group decided to
keep the conservative parameters and inputs in the projection
of the amount and timing of the capital expenditures to be
invested in the energy exploration and production operation.

The management of the Group assumed that no further
capital expenditure shall be invested in the energy exploration
and production operation until 2026. Accordingly, the energy
exploration and production operation will be relying on its own
production and cash flow to sustain its operation over the next
two to three years.

The calculation of value-in-use uses pre-tax (2022: pre-
tax) cash flow forecast covering a period from year 2024
to year 2061 based on production plan for wells within the
operating period granted under the Co-operation Rights. The
impairment assessment is not prepared under the perpetual
aspect, and the management of the Group determined 2061 as
the operation terminal year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

Intangible Assets and Goodwill 8 BIEEKRBE w

(Continued)

Energy exploration and production segment
(Continued)

In addition, the principal parameters used in determining the o BREBEEAEEEEANRD S
ENTEZ2HeEHDRARKKA
of proved and unproved reserves, future commodity prices, as S MhET - RREmER AR
well as best estimate of development costs. The management BRARNREMGE - A& .’”’Eﬂ%%‘}
of the Group has applied consistent estimation of proved and HE-Z =R _FHEKH

RAKRBARBREERA —BUAET - ﬁtEEE
FRRAEARARNERGEM(BHR
BIETE AR T H R AT B Bl Kom
RIEENE T EEEBIOFLBRNA
HMIRMBEEEAL)RE-_Z—N\
FAAGENEGERATHREETEZR
BH o BARZZESN—FFEHIR
BB LEEM  HNZF=F
T-A=1T—REKAFEN99% °

BE R BY BR R A E R ()

recoverable amount of the Group’s assets include estimates

unproved reserves as of 2023 and 2022, which is reviewed
and updated by professional valuers of Valtech Valuation
Advisory Limited involving professional members of Society of
Petroleum Engineers with over 30 years of experience in the
petroleum industry in relation to the technical assessment of
reservoir and evaluation oil and gas projects, in accordance
with a competent person’s report prepared in September 2018.
The expected exploration volume by the end of 2061 is 23.45
million tonnes, which represented 99.9% of proved reserves as
at 31 December 2023.

BHMEEN  BEEEBENDHFASTE
ﬁm@:&(@%ﬁéﬁrﬁ/mf ) I i E
ETEFHURER) BT

Among other things, the management also scrutinized other
assumptions and updated them where appropriate, including
estimated crude oil price as follows:

31 December 31 December

USD/Barrel 2023 2022
:g:_ﬁ —=E-=
EP -] +=A=+- +-A=+—8H
Forecast Year 5ﬁJ £
2024 - OF US$45.803% T US$54.80% 7T
2025 —E-RHE US$45.80% T US$52.90% 7T
2026 TECREF US$45.80% T US$49.90% 7T
2027 —E_4F US$46.703 T US$50.902 7T
2028 —E-)N\F US$47.70% T US$51.90% 7T
Post 2028 —EZN\F1k US$48.603% T US$53.003 7T
to ZUS$69.50E T toEUS$75.003 T

The Group referred to the weighted average cost of capital of
the oil and gas industry when determining the discount rate
and made relevant adjustments according to specific risks in
Kyrgyzstan. In 2023, the pre-tax discount rate adopted was
15.70% (2022: 16.51%).

REEURRXE AEEZ2EHA
TEOMEFHERKAN  WIRIES
BEHNETRRETHEAE - R©
—ECZF CARERANBRAMKER
EB15.70% (ZZT = ZF : 16.51%) °
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8 Intangible Assets and Goodwill 8 BIEEKRBE w

(Continued)
Oil storage and trading segment

Goodwill is allocated to the Group's oil storage and trading
segment CGU. When measuring the recoverable amount of
the oil storage and trading segment, management mainly
takes machinery and equipment, building and structure,
construction-in-progress, shoreline rights, leasehold land and
goodwill into account.

The recoverable amount of CGU is determined based on
DCF. The underlying inputs were in accordance with the
financial budgets covering a five-year period approved by the
board of directors of the Company. The free cashflow was
predominantly based on revenue driven by the utilization of
the storage facility, less the relevant operating costs. The
Group has estimated the utilization of the storage facility range
between 80-90%. The pre-tax discount rate applied to the
cash flow projection was 15.20% (2022: 14.96%). Whilst the
assessment was prepared under perpetual aspect, the growth
rate used to extrapolate the cash flows beyond the five-year
period was 2.2% (2022: 3.0%).

As a result of the above assessment, the recoverable
amount of the CGU exceeds its carrying value, and the Group
concluded that there was no impairment for the year ended 31
December 2023 (2022: Nil). The management also considered
that any reasonable possible change in any of the assumptions
would not cause the recoverable amount of the CGU below its
carrying amount.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

9 Financial instruments by category 9 Z¥EF|E|ozERmIT A
TR ERIE S 2 2RI AHH

The following is an analysis of financial instruments by

category:

Total
et
RMB’000
AR¥T T

Financial assets as per consolidated FEMERARNEREE

statement of financial position

As at 31 December 2023 R-ZZB-=5+ZA=+—H
Trade receivables (Note 11(a)) JiE U BR SR (BT 5E1(a)) 7,608
Other receivables and deposits (Note 11(b)) Hh FE W SR IE R iR & (M 3E11(0) 4,191
Cash and cash equivalents (Note 12) ReMBESEEDHE12) 2,143
Total AT 13,942
Total
@5t
RMB'000
ARB T T

Financial assets as per consolidated FREMBRARNEBEE

statement of financial position

As at 31 December 2022 R=-B-Z-_5+=-A=+—H
Trade receivables (Note 11(a)) JE W AR R (BT 5E11(a)) 5,405
Other receivables and deposits (Note 11(b)) H A fE W s IE KRR & (M FE11(0) 5,402
Cash and cash equivalents (Note 12) RekBeEEYHE12) 14,583
Total Bt 25,390
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

9 Financial instruments by category 9 Z¥EF|E|ozERm T A

(Continued) (%)
Total
et
RMB’000
AR¥EF T
Financial liabilities as per consolidated FEMERRRNEREE
statement of financial position
As at 31 December 2023 R-ZB-_=%+=-A=t+-—H
Trade and other payables excluding contract JRE A<F BR 3Kk % EL b & < R IR 1,381,356
liabilities and other tax-related payables (TNBEREeHEaEREMTIERH
(Note 16) J& 1~ 3R 38) (Bt 5216)
Borrowings (Note 17) & (HF5E17) 3,934,716
Financial guarantee contracts IS ER AL 5,036,883
Total Bt 10,352,955
As at 31 December 2022 R-B-__#+-RA=t+—H
Trade and other payables excluding contract J& A<t B Kk % EL b & < R IR 1,149,413
liabilities and other tax-related payables (TBEREEHNEE R EMTIEAH
(Note 16) J& A 3R 3R) (Bt 5E16)
Borrowings (Note 17) & 5k (B 5E17) 3,829,777
Financial guarantee contracts MG ERE XD 4,872,966
Total fa st 9,852,156
. €=
10 Inventories 10 F&
2023 2022
—E-= —Eg-—
RMB’000 RMB'000
AR® T AR¥EFTT
Raw materials JR# ¥ 626 1,025
Finished goods X & 2,349 3,956
2,975 4,981

The cost of inventories recognised as expense and included in
cost of sales amounted to RMB3,856,000 for the year ended 31
December 2023 (2022: RMB?9,492,000).

174 CHINAHUARONG ENERGY COMPANY LIMITED
BRI AR A E

HE_ZT_=F+-_A=+—HLF
B BRAEAXRITAHEREANT
B A AR 856000 (= —
F: AR9492,0007T) °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

1M EWERRR - EfbFEURRR
HRFENFE
(a) FE U BE X

31 December

11 Trade receivables, other receivables
and prepayments
(a) Trade receivables

+=—B=+—H

2023 2022

—E=F —=E-=
RMB’000 RMB’'000
AR®E T AR¥ETF T
Trade receivables JiE I BR 3R 13,074 7,761
Less: loss allowance R c BT 18 B R (5,466) (2,356)
7,608 5,405

The Group normally grants credit terms to its customers
up to 30 days to 90 days. The ageing analysis of the trade
receivables, net of loss allowance, based on invoice date

AEE-RATFEERZI0X
ERNEED - ENEFAH
B FE M BR R (PN ER B B B R ) MO BR

is as follows: BaotframT:

2023 2022

—EgE== =
RMB’000 RMB'000
AR® T AR®ET T
0to 30 days 02 30K 2,357 2,443
31 to 60 days 31E60K 1,444 174
61 to 90 days 61290k 786 —
Over 90 days B B0k 3,021 2,788
7,608 5,405

As at 1 January 2022, trade receivables from contract
with customers amounted to RMB11,924,000 (net of loss
allowance of RMB850,000).

The Group does not hold any collateral as security.

The carrying amounts of trade receivables approximate
their fair values. The maximum exposure to credit
risk at the reporting date is the carrying amount of
RMB7,608,000 (2022: RMBS5,405,000).

The carrying amounts of trade receivables are
denominated in USD and RMB.

RZE_—F—-—H—HB X8
BEPFAAMBERERBARE
11,924,000 (MNBREEEEAR
#850,0007T) °

AR EY &R A EMERRER
R

FEWEE XM EEEREEQAAER
HeoNWMERH  ZAREERR
AENEEE S A RE7608,000
TT(ZZE = —F: A R#5 405,000
JL) °

BB SR SR B DA TR A R
e -
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T REMBRRME

11 Trade receivables, other receivables 11 FEUR BRX - Hth FEUL X

and prepayments (continued)
(b) Other receivables and prepayments

HRENTE @
(b) A 8 U 3008 R T 3K 0E

31 December

+t=HA=+—-H
2023 2022
—E-= —EF--
RMB’000 RMB’000
AR T AR¥EFTT
Other receivables H b fE YR IE
— Third parties — %= 4,191 5,402
Value-added tax receivable & W B 3% 7,562 7503
Prepayments TE FRIE
— Third parties —®B=F 18,064 21,407
29,817 34,312
Analysed as: paR i =
Current Bl HA 12,734 20,932
Non-current prepayments FE B0 HA 78 1~ 3R 18 17,083 13,380
29,817 34,312

The carrying amounts of other receivables approximate
their fair values.

The maximum exposure to credit risk at the reporting
date is the carrying amount of each class of receivables
mentioned above.

The carrying amounts of other receivables and
prepayments are denominated in the following

Hib B HENRAERLA
BERE -

REERHMAENRAEER
B bt BB RN RIANKRE
& -

H A 8 W R TR e TR S SRR Y R
BNATIEEE:

currencies:
31 December
t=HA=+—-H
2023 2022
—_=E_= —=E- =
RMB’000 RMB’000
ARET ARET T
RMB AR 17,808 23,188
HKD BT 81 12
usD ETT 11,928 11,112
29,817 34,312
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12 RERREFEY

31 December

12 Cash and cash equivalents

+=-—BA=+—8

2023 2022

—E-= —_E- =
RMB’000 RMB'000
AR T ARETF T
Cash on hand FHEES® 210 809
Cash at banks H|ITHERK 1,933 13,774
Total cash and cash equivalents BekReEEBYWER 2,143 14,583
Maximum exposure to credit risk T & ) & A5 B & B 1,933 13,774

Cash and cash equivalents are denominated in the following

REMREEEMATIEEFE:

currencies:
31 December
+=ZB=+—H

2023 2022

—_E_-= —=E-=
RMB’000 RMB'000
AR® T ARETF T
RMB AR 1,181 3,658
usD ETT 487 9,389
HKD BT 106 87
Others H b 369 1,449
2,143 14,583

RITEREFERR L EEZNDLHENE
in Hong Kong, the PRC and Kyrgyzstan where there is no BPERERET AR SR
history of default. ® e

Cash at banks are placed in major financial institutions located

& & I B8 & < P B O 2 A
ZHNEE B AR A RORR -

The remittance of funds out of the PRC is subject to the rules
and regulations of foreign exchange control promulgated by
the PRC government.
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13 Ordinary shares, preference

13 5Bk EBEKRRERG

shares and share premium eyl
Equivalent
Equivalent Nominal nominal
Nominal nominal Number of value of value of
Number of value of value of convertible convertible convertible
ordinary ordinary ordinary preference preference preference Share
shares shares shares shares shares shares premium Total
EEREE TER TER  TERELR
EERYA EEREE SER BER%A BrREE HESER RHER @it
HKD RMB'000 HKD RMB'000 RMBI000 RMB'000
BT ARETT AT ARBTT ARBTT ARBTT
Authorised: EE:
Ordinaryshares of HKD0S H=F=Z§-F—-H-
cachat 1 January 202, ~ “EZZFf= ﬂ
31 December 2022 and H
31 December 2023 + R=t- anmm
H0SETHERR 4770491507 2,385,245,753 - - - - - -
Convertible preference
shares of HKDO.5 each at
1 January 2022,
31 December 2022 and —A=T-RERA
31 December 203 [notea)  EOSELMAEAE
ER (M zEa) - - - 7,006,000,000 3503,000,000 - - -
Issued:
Ordinary shares of HKD0.5
eachat 1 January 2022,
31 December 2022 and
31 December 2023
4770491507 2,385,245,753 201,534 - - - 8,374,605 10398,139
Covertible preference shares 1=
of HKDO.5 each at
1 January 2022,
31 December 2022 and
31 December 2023 (note @Dﬁ%*ﬁﬁ’ﬂﬁmg
ER (Kata) = - - 7,006,000,000 3503,000,000 3100000 - 3,100,000
Note: B 2
(a)  In December 2018, the Company issued a total of the 7,006,000,000 @ MZZT-N\F+=A  KXRREMRITERE
convertible preference shares with nominal value of HKD0.50 each, AZE1TA F7,006,000,0000% & I E (E0.5078
amounting to HKD3,503,000,000 (equivalent to RMB3,100,000,000) JTEEI’JT@}}@E?EHX 48 %8 73,503,000,000
to a bank creditor to settle bank borrowings and interests totaling B (8 8 ® A R #3,100,000,0007T)
RMB3,100,000,000. The 7,006,000,000 convertible preference LA 18 f-F %E TERERFNEEHEARK
shares consisted of three classes, 2,330,000,000 of class A shares, 3,100,000,0007T ° 5%7,006,000,000 % AJ & 2
2,330,000,000 of class B shares and 2,346,000,000 of class C shares. B RRm =% AR 48 A - RN2,330,000,000
Ordinary shares converted from convertible preference shares can be % A %8 A% 5 -+ 2,330,000,0008% B #8 A% 15 &

transferred without restriction, while the ordinary shares converted
from class B and class C convertible preference shares will be subject to

a lock-up period of six and twelve months, respectively.

Holders of the convertible preference shares are not entitled to the right
to vote at any general meeting of the Company, yet they have the right to
attend such meetings. They have the rights to receive any dividends pari
passu to the holders of ordinary shares on the basis of the number of
shares converted. Except for the mentioned, each convertible preference

share shall have the same rights as each of the ordinary shares.

As at 31 December 2022 and 2023, no convertible preference shares had

been converted into ordinary shares.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R
14 LR BERRISN —

AREERAA
(a) HARARESAIBRAES

14 Share-based payment — Group
and Company
(a) Pre-IPO Share Option Scheme

Pursuant to a written resolution of the Shareholders
dated 24 October 2010, selected employees were granted
a total share options of 62,500,000 shares (the “Pre-IPO
Share Options”] under the Pre-IPO Share Option Scheme
(the “Pre-1P0O Share Option Scheme”). The exercise price
per share under the Pre-IPO Share Options shall be
equal to a 50% discount to the Offer Price (i.e. HKD4 per
share, the exercise price of the outstanding share options
granted was adjusted to HKD20 per consolidated share of
HK0.50 each with effect from 29 March 2016). Each of the
Pre-IPO Share Options has a 10-year exercisable period,
from 19 November 2010 ("Old Grant Date"), and ending
on the expiration of the tenth anniversary of the date of
acceptance of the grant of options, on 26 October 2020.
As at 31 December 2020, the number of outstanding
share options granted was adjusted for the effect of share
consolidation and no share options were vested and
exercisable after the share consolidation adjustment. The
Pre-IPO Share Option Scheme expired during the year
ended 31 December 2020.

Commencing from the date on which trading in the
shares of the Company first commenced on the Main
Board of the Hong Kong Stock Exchange, being 19
November 2010 ("Listing Date”], the expiry of first,
second, third, and fourth anniversaries of the Listing
Date, the relevant grantee might exercise options up to
20%, 40%, 60%, 80% and 100% respectively.

The fair value of the share options granted on 24 October
2010, determined using the binominal model (the
“Model’), ranging from HKD4.38 to HKD5.17 per option.
The significant inputs into the Model were the share price
of HKDS8 at the Listing Date, exercise price shown above,
expected dividend vyield rate of 1.32%, risk-free rate of
2.09%, an expected option life of ten years and expected
volatility of 55.0%. The volatility measured was based
on the average annualised standard deviations of the
continuously compounded rates of return on the share
prices of comparable companies with similar business
operations.

gl
BEARAE-—TE—ZTF+A=-+NK
ANRREEAZR  FRES
EETERXARESHERER
Z((HRAMRENBRESTS D)
T8 N4 62,500,000 8% A% 17 # B A%
(e HREAERE]D -
BEAAHESHBEREETS
RARMDEITHEERES EBITE
50% (BN ER%4B T B - — N
FZA-t+HhBRERERENERT
FHERERENTEEEARAEER
H{B0.507% T 0 & % & #1520
BIT) e B E X ARBESATER
EHBTHEAEH A%
F+—At+hA(EREBH DL
EEMFLERESETREER
Em B ZE=F+A=+
HeRZZBEZFEF+_A=+—
B &RHhEaHARE  RITHE
EREHEIBROHEHTZEM
FARRYEEREDRBRAT
Fo-BRAMAEEREBRETE
ERBE—E-—EFE+-fA=+—
BIEFEEm o

AARERMDABRE BB
FrEREEER I —FF
+—A+hBULEmAHBD £
HEE— &= - F=REFENAE
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EZ2HBERLETEHEOKRE
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e NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
. REUBHmRNE
14 Share-based payment — Group

and Company (continued)
(b) Share Option Scheme

14 ARG BERNT —
AREBRADT @
(b) BB RESTEI

The Company conditionally approved and adopted a
share option scheme on 24 October 2010 (the “Share
Option Scheme”). The Share Option Scheme became
unconditional on 19 November 2010 when the Company’s
shares were listed on the Main Board of the Hong Kong
Stock Exchange.

Pursuant to the written resolutions of the Directors dated
30 April 2012, selected employees were granted a total
of 348,580,000 share options under the Share Option
Scheme. The exercise price per share under the Share
Option Scheme was HKD1.94 per share of HKDO0.10 each
(the exercise price of the outstanding share options
granted was adjusted to HKD9.70 per consolidated share
of HKD0.50 each with effect from 29 March 2016). No
share option is exercisable prior to the first anniversary
of 30 April 2012 (the “New Grant Date”]). On each of the
first, second, third, fourth and fifth anniversaries of the
New Grant Date, a further 20% of the share options
granted to the selected employees might be exercised,
provided that no share option should be exercised after
30 April 2022. The Share Option Scheme expired during
the year ended 31 December 2022.

The fair value of the share options granted on 30 April
2012, determined using the Model, ranged from HKDO0.63
to HKDO0.64 per option. The significant inputs into the
Model were the share price of HKD1.94 at the New Grant
Date, the exercise price shown above, expected dividend
yield rate of 4.66%, risk-free rate of 1.14%, an expected
option life of 10 years and expected volatility of 54.50%.
The volatility measured was based on the average
annualised standard deviations of the continuously
compounded rates of return on the share prices of
comparable companies with similar business operations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B IS R R MY R

14 Share-based payment — Group 14 ARG AERNZNT —

and Company (continued)
(b) Share Option Scheme (Continued)

AEBRAATE @
(b) B& A% #E ST &)

Average exercise
price in HKD per Number of share

share options
BRET
FIITEE BRERE
(thousands)
(F1%)
At 1 January 2022 R—ZE-_—_F—HF—H 9.70 24,761
Lapsed B 9.70 (24,761)
At 31 December 2022 RZE-_—_F+=-_A=+—H = —

During the year ended 31 December 2022, no expense
was recognised in the consolidated statement of
comprehensive income for share options granted to
directors and employees. No expense was recognised
for the Pre-IPO Share Scheme or Share Option Scheme.
The Group had no legal or constructive obligations to
repurchase or settle the options in cash. In addition, the
share options granted to certain directors and employees
were lapsed during the year ended 31 December 2022,
and respective share options reserve of RMB12,763,000
was transferred to the Group's accumulated losses.

HE-Z-_—_F+=-HA=+—Hit
FE TEREZEZEKERT
R TFTEENIESBRERRH
T WEMREXNAHESHER
T BB R R RERA -
ANEEWEXTHETEETUR
S REDI kA B IR - IbSD 0 [A)
ETEZREERINERED
RNEBEE-_ZBE-_—_F+-A=+—
BIEFERS - MABEERER
A R#12763,000 T R T RE
ERTEAE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

15 Other reserves

15 Hiti{#E

Share based
payment Translation
reserve reserve Total
DRHARER
XA R EXGE @t
RMB'000 RMB'000 RMB'000
ARBTT ARBETT ARETFT
At 1 January 2022 R-E-~-%—f—H 12,763 72,686 85,449
Exchange difference on translation #EEBIIEEMELZE
of foreign operations - 56,081 56,081
Lapse of employee share options BB B REXH (12,763) - (12,763)
At 31 December 2022 i S
+-A=+—A — 128,767 128,767
At 1 January 2023 N—_ZE-=F—H—H — 128,767 128,767
Exchange difference on translation B EEIIEEMELZE
of foreign operations - 6,816 6,816
At 31 December 2023 i ——
+-A=1+—A — 135,583 135,583

16 Trade and Other Payables

16 BRI HA BN
I

|

31 December

+=-BA=+—H
2023 2022
—E-=HF —E-—4F
RMB’000 RMB'000
ARMT T AR¥EFTT
Trade payables FE 151 BR 3K 257,581 265,185
Other payables At FE < 3R IE
— Third parties —FE=F 47,668 42,537
— Related parties — B 77,936 73,208
Contract liabilities (note a) e BaE M T — 3,818
Receipt in advances (note b) 78 U BR FR (BT 3Eb) 26,489 26,184
Accrued expenses FERTR X
— Payroll and welfare — IT& K& F 25,434 27,919
— Interest — M B 907,037 675,560
— Custodian fee —-EEE 26,521 26,521
— Others — Hit 12,690 12,299
— Other tax-related payables — HA % AE
J& 15 5 IR 17,248 18,092
Total trade and other payables JE A<F R R B EAth & 5P R IR
8 1,398,604 1,171,323
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

16 A BRF R EL AL IR RR
I8 (g0)
R-B_=Frk_ZFT__%+-A
=t+—RB  ERBEFAHNENERX

16 Trade and Other Payables (continued)

At 31 December 2023 and 2022, the ageing analysis of the
trade payables based on invoice date were as follows:

BWERERDTAT
31 December
+t=A=t+—H
2023 2022
RMB’000 RMB'000
AR T AR T T
0-30 days 0230k 2,165 1,037
31-60 days 31260k 433 240
61-90 days 61290K 244 502
Over 90 days HBiE0K 254,739 263,406
257,581 265,185
Notes: B 2
(a)  Movements in contract liabilities: a) BHNEBEEH:
2023 2022
—=-= —EZF
RMB’000 RMB'000
AR¥TR ARBFT
Balance at 1 January R—A—B&&E s 3,818 7,682
Decrease in contract liabilitiesasaresult of FAERBKZEHHAEL
recognising revenue during the year BERD - (3.864)
Return to customer during the year FAMEPRR (3,818) =
Balance at 31 December RT+_A=+—B8 & - 3,818
(b)  Receipts in advance b)  FEWERX

BUREREZERFEAERABYIE=FLE
ETHERZE(BHEEEDNHEED
EMBEEBERKEA A R 25,650,000
T ARBHEEECHBRESREL
REHEEENERKBTSRERE - Bt
BHEEEREANBHE MR
E_=FRZF-_—_F+ZA=+—8HH
RIFERK - Fit - BE F IR L EFTE %K
BE ARZZEZ=FR=_F=-__F+=A4
=+ —BOBKRER -

Receipts in advance mainly included an amount of RMB25,650,000
received by Nantong Zhuosheng in relation to a sales agreement
to dispose of certain machinery and equipment (the "Assets to be
Disposed”) to an independent third party. Since the Assets to be
Disposed had been pledged by Nantong Zhuosheng to a financial
institution for the borrowing owed by the Disposal Group, the Assets to
be Disposed are not available for immediate sale and the transaction
is not yet completed as at 31 December 2023 and 2022. As a result, the
disposal proceeds received from the purchaser is included in receipts in
advance as at 31 December 2023 and 2022.
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_... NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
L REMBHmRME

16 Trade and Other Payables (continvess 16 FE{TBRFR IR AL FE(T TR

15 (@)
The carrying amount of trade and other payables are FETBR 3k K B FE < SRIB H) BRE (B T
denominated in the following currencies: T3 B FIME -
31 December
+=HA=+-—H
2023 2022
—E-= —E-_—
RMB’000 RMB’000
AR®BT T AR¥EFTT
RMB AR 46,754 48,071
usD xT7T 381,245 387,308
HKD BT 970,605 735,944
1,398,604 1,171,323
H H =%
17 Borrowings 17 &K
31 December
+t=RA=t—H
2023 2022
—EZ=F —F-_—
RMB’000 RMB'000
AR® T AR¥EFTT
Non-current FEEN AR
Other borrowings H h {8 5K 1,091,472 1,067,756
Promissory notes O B 1,144,342 1,227,729
2,235,814 2,295,485
Current B A
Borrowings from Bl S fE R
a financial institution 342,399 332,722
Promissory notes EHERE 1,303,223 1,145,515
Other borrowings H {8 5K 53,280 56,055
1,698,902 1,534,292
Total borrowings fERAE 3,934,716 3,829,777
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17 BorrOWingS (Continued)

Borrowings amounting to RMB2,297,495,000 as at 31
December 2023 (2022: RMB2,232,112,000) were secured by
guarantee from certain shareholders of the Company and the
related parties and share capital of certain related parties.

As at 31 December 2023, borrowings of the Group amounted
to RMB3,934,716,000 (2022: RMB3,829,777,000), out of which
RMB1,569,065,000 (2022: RMB1,524,448,000) were overdue,
while borrowings of the Group amounting to RMB8,618,000
triggered cross-default terms as at 31 December 2023 and
2022 and became immediately repayable. Total overdue
interest payables of the Group amounted to RMB907,037,000
(2022: RMB675,560,000) as at 31 December 2023. As at
the date of the approval of these consolidated financial
statements, the Group has not obtained waivers to comply with
these cross-default terms from the relevant lenders; nor have
these lenders taken any action against the Group to demand
immediate repayment.

The Group’s borrowings are repayable as follows:

e B IS R R MY R

17 B @)

R-ZE-_=F+-A=+—8 &
AR#2 297495000 (Z ==
R ¥2,232,112,0007C) B A2 Al & T
R IRENERES THE
B AR A VE IR R o

5 >

KRB =F+-_A=+—H ~5E
B 18 3 A A R #3934,716,000C (==
— — 4 AR¥3,829777,0007T) - Heh
A ERR#1,569065000C (= —4F: A
R #1,524,448,00070) B8 H - A =
T FRFEF+ZA=+—H
N5 B 2 3 A R #48,618,000 7T fiF B 2
NEQER  TALNESZ -R_Z
—=ZF+-A=+—RH AKENAE
HIFE{SI 71 B 4258 & A R ¥5907,037,0007T
(ZZT = —F: AR¥675,560,0007T) °
RZEHRETFEHRREMELR - K
EBENAESHEBERABTELER
XNEHNEGERZEH R  ZEERALE
HAEBEREMTEE R AIE R
FRIE e

AEBERNERSHEAT

31 December

+=—HA=t+—8

2023 2022

—E_-= T
RMB’000 RMB’000
AR¥ T ARET T
Within 1 year —F R 1,698,902 1,534,292
Between 1 and 2 years — 5 2,235,814 2,295,485
3,934,716 3,829,777

The Group's borrowings repayable based on the scheduled
repayment dates is the same as the above table.

The carrying amounts of the non-current borrowings
approximate their fair values.

255 B 18 TR E R SRR R R AT B @ 3 H
Hjgd FRMR o

FAORERNEEAEREEQRREM

= o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

. REUBHmRNE

17 BorrOWingS (Continued)

The carrying amounts of the borrowings are denominated in

the following currencies:

17 B @)

ERNEmELA T EEEE:

31 December

+=—B=+—8H

2023 2022

—_E_-= —E=-=
RMB’000 RMB'000
AR T AREEF T
RMB AR 124,112 115,993
HKD 7 TT 2,838,763 2,764,241
usD ETT 971,841 949,543
3,934,716 3,829,777

The exposure of the Group’s borrowings to interest-rate

AEEERAEONEZEHRANE

MEEBBHERIT

changes and the contractual repricing dates are as follows:

31 December

+=-—BA=+—8

2023 2022

—Eg2-= —_ET-—
RMB’000 RMB'000
AR® T AREETF T
6 months or less ~NEA%EZA 1,574,790 1,524,448
6-12 months NE+ 1A 124,112 9,844
1-5 years —ZRE 2,235,814 2,295,485
3,934,716 3,829,777
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17 BorrOWingS (Continued)

The Group has the following undrawn borrowing facilities:

e B IS R R MY R

17 B @)
ARE AT R RS R

31 December

+=A=+-~H
2023 2022

—E-= —_EF-—
RMB’000 RMB'000
AR®TR ARBF T
Expiring within one year —F RN H — =
Expiring beyond one year —F1E 957,335 928,668
957,335 928,668

The effective interest rates and details of borrowings at the
date of the consolidated statement of financial position are as
follows:

RFZEMBRAKRBAMZERNER

=)
N VI
R EmT

31 December

+=A=+—H
2023 2022
—E-Z=HF —E-—4F
Borrowings from a financial © BB (R R
institution 7.97% 7.97%
Promissory notes O R IR 7.00% 7.00%
Other borrowings (excluding H b &
interest-free loans) TEFERE2EER 5.00% 5.00%
31 December
+=—B=+—H
2023 2022
—E_-= —=E- =
RMB’000 RMB'000
ARET ARETF T
Gross debt — fixed interest rate BB — B E A= 3,592,317 3,497,055
Gross debt — variable interest rate & 7 # %8 — )T &) A R 342,399 332,722
Borrowings from a financial institution SRBBER

Borrowings from a financial institution of RMB342,399,000
(2022: RMB332,722,000) is overdue and immediately
repayable.

& R B (B A R#5342,399,0000T (=
T - — 4 AR#332,722,0007T) E A
HEEAERE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

L BAMBREMEE

17 BorrOWingS (Continued)
Other borrowings

17 B @
Hit g™

31 December

+=A=+-—H
2023 2022
RMB’000 RMB'000
AR® T AR¥EFTT
Loans from an entity controlled bya REREBEE—RT
close family member of Mr. Zhang RN ERENER
Zhi Rong (Note i) (B szo 330,717 328,427
Loan from an entity controlled by 2R B 5K & & 75 4 4% &l &9
Mr. Zhang Zhi Rong (Notes ii and ERNEN
ii) (B =i Kiii) 766,480 749,173
Loan from a third party (Note iv) RKEE=ZFAHWEXR
(M 5Eiv) 47,555 46,211
1,144,752 1,123,811
Less: Non-current portion B FERNERER (1,091,472) (1,067,756)
Current portion of other borrowings i & 5 2 Bl Hi 6 5 53,280 56,055

Notes:

(i) As at 31 December 2023, the Group has drawn down RMB370,118,000
(2022: RMB371,372,000) from an entity controlled by a close family
member of Mr. Zhang Zhi Rong. As at 31 December 2023, the carrying
amount is RMB330,717,000 (2022: RMB328,427,000) and it is repayable in
December 2025.

li)  As at 31 December 2023, the Group has drawn down USD119,951,000
(2022: USD119,728,000) (equivalent to approximately RMB851,390,000), in
total from the loan facility, provided by an entity controlled by Mr. Zhang
Zhi Rong, who agreed to provide a loan facility up to USD250,000,000
(2022: same] (equivalent to approximately RMB1,774,450,000) to the
Group for the funding of repayment of the secured bank loan, the
oilfield exploration and operation, and the general working capital of
the Group. As at 31 December 2023, the carrying amount of this loan
facility is RMB760,755,000 (2022: RMB739,328,000) and it is payable by
31 December 2025.

[iiil  As of 31 December 2023, the Group has drawn down RMB5,725,000
(2022: RMB9,844,000] from the loan facility provided by an entity
controlled by a close family member of Mr. Zhang Zhi Rong, who agreed
to provide a loan facility up to RMB40,000,000 to the Group for the
funding in respect of the energy exploration and production segment.

liv)  During the year ended 31 December 2023, the Company has drawn
down USDé,700,000 (equivalent to approximately RMB47,555,000 loan
from an independent third party at 5% per annum and is overdue and
immediately repayable (2022: USD6,700,000).

CHINA HUARONG ENERGY COMPANY LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

. H s
17 Borrowings icontinuea) 17 B @
Promissory Notes AHEE
RMB'000
AR¥EFTT
For the year ended 31 December 2022 BE-_Z-_—_F+=-H=+—-HL
FE
Opening amount as at 1 January 2022 RZBZ_F—HA— ANV E%E 2,209,229
Repayment BN (2,444)
Imputed interest it & A 8 (8,119]
Exchange difference EHER 174,578
Closing amount as at 31 December 2022 R-B-ZZF+-A=+—8Bw
HIRE R 2,373,244
For the year ended 31 December 2023 BE_ZE-_=F+-A=+—HL
FE
Opening amount as at 1 January 2023 RZZE-_=F—HA—BA0HJTeHE 2,373,244
Imputed interest HE RS 8,119
Exchange difference EHER 66,202
Closing amount as at 31 December 2023 R-ZEBEZ=F+ZH=1T—H#H
KRG #8 2,447,565
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L REMBHmRME

18 Deferred tax liabilities 18 IRIEFRIEA S

The following are the deferred tax liabilities recognised and LTEEHRERERFABINRE
movements thereon during the year: EE

Fair value
adjustments on
acquisitions
Wi E1E
NRERAE
RMB'000
AR¥EFTT

At 1 January 2023 R-ZE-_=F—H—H 57,807
Credited to profit or loss A (2,205)

At 31 December 2023 R-E-_=%F+-"A=+—H 55,602

Fair value
adjustments on
acquisitions
WEEEE
NAEFE
RMB'000
AR¥EFTT

At 1 January 2022 R—ZTE-_—_F—H—H 60,013
Credited to profit or loss FAE (2,206)

At 31 December 2022 R-E-_—_F+=-_A=+—H 57,807
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

19 Expenses by nature

rE M RRM
19 M EBHHBIR

2023 2022
—E-=F —=E=-=
RMB’000 RMB'000
ARMT T ARBF T
Amortisation of intangible assets  4& fiZ & 7= # 35 (K 5£8)

(Note 8) 1,278 1,259
Auditors’ remuneration % R0 B &

— audit services — ZE R 2,944 2,604
Bank charges RITHE 83 34
Consultancy and professional fees FAA R EHXE A 6,184 8,251
Cost directly associated with BT E B EME BN

inventories 3,856 9,492
Depreciation of property, plant ME BMEREZHER

and equipment and right-of-use ~ {FFHEEETE

assets (Notes 6 and 7) (Bt FE657) 30,139 31,481
Employee benefits expenses BEERAMAX 26,244 23,376
Insurance premiums Rz & 909 536
Provision for impairment losses  F& U BR 3k 50 (B /&5 18 &

on trade receivables 3,110 1,506
Other expenses Hi X 19,796 20,331
Total cost of sales, selling and SHEKA  HERTS

marketing expenses, general EERY  —8 K

and administrative expenses TEHBRRRE 94,543 98,870

20 Employee benefits expenses
(including directors’ emoluments)

20 EERAFHX (BRE

EHM)

2023 2022
—E-= ===
RMB’000 RMB'000
AR®TR ARBTFTT
Salaries and wages HFehIE 24,060 21,441
Social security costs e R E KA 2,151 1,868
Contribution to pension plans RIS EI 33 67
26,244 23,376
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20 Employee benefits expenses

(including directors’ emoluments)

(Continued)

(a)

(b)

(c)

Five highest paid individuals

The five individuals whose emoluments were the highest
in the Group for the year ended 31 December 2023 are
five directors (2022: Five directors). The emoluments of
the five directors (2022: Five directors) are reflected in
the analysis presented in Note 25.

During the year ended 31 December 2023, no directors or
the five highest paid individuals received any emoluments
from the Group as an inducement to join, upon joining the
Group, leave the Group or as compensation for loss of
office (2022: Same).

The Group provides retirement benefits to all eligible
Hong Kong employees under the Mandatory Provident
Fund ("MPF Scheme’]. Under the MPF Scheme, the
Group and its employees make monthly contributions
to the MPF Scheme at 5% of the employees’ salaries as
defined under the Mandatory Provident Fund legislation.
Contributions of both the Hong Kong subsidiaries and
their employees are subject to a maximum of HK$1,500
per month and thereafter contributions are voluntary
and are not subject to any limitation. The MPF Scheme
is administered by an independent trustee and its assets
are held separately from those of the Group.

During the year ended 31 December 2023, the Group
had no forfeited contributions under the retirement
benefits scheme utilised to reduce future contributions
(2022: Same). As at 31 December 2023 and 2022, there
was no forfeited contribution available to reduce the
contributions payable in the future years.
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(b)

(c)
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20 EERAR: (BEE
EHN) w

20 Employee benefits expenses
(including directors’ emoluments)
(Continued)

(c) (continued) (c) u@)

Long service payment obligations

Pursuant to the Hong Kong Employment Ordinance, the
Group has the obligation to pay long service payment
("LSP") to qualifying employees in Hong Kong upon
retirement, subject to a minimum of 5 years” employment
period, based on the formula of “last monthly wages
(before termination of employment) X 2/3 X vyears of
service”. Last monthly wage is capped at HK$22,500
while the amount of long service payment shall not
exceed HK$390,000. This obligation is accounted
for as a post — employment defined benefit plan.
The Mandatory Provident Fund Schemes Ordinance
permits the withdrawal of accrued benefits derived
from an employer's MPF contributions for the purpose
of offsetting LSP payable to an employee under the
Employment Ordinance. The LSP obligation, if any, is
presented on a net basis.

The Employment and Retirement Schemes Legislation
(Offsetting Arrangement] [Amendment) Ordinance 2022
(the "Amendment Ordinance”) was gazetted in June 2022
and will take effect on 1 May 2025 (the “Transition Date").
Under the Amended Ordinance, accrued benefits derived
from an employer’'s mandatory MPF contributions
after the Transition Date can only be applied to offset
the pre-Transition Date LSP obligation but no longer
eligible to offset the post Transition Date LSP obligation.
Furthermore, the LSP obligation before the Transition
Date will be calculated based on the last monthly wages
immediately preceding the Transition Date.

The Group has not accounted for the offsetting
mechanism owing to immateriality and its abolition as
disclosed in note 2.1(c).

REBREELEF
REBEEERERBGL AEEEE
TEEBEEREERKREIN
FHRBe((REBRBES]) - #
XBRRXEHELAENF  FTE
ARNABIEE—EANIE (KRIE
B BAT) X2/3<RIEFR |- &%
— (B A IE LR A2250087T ¢
MEPREEHESETSHRB
390,000 7T © WIA R EIEA B
BARAERFIGTE AR - &6 MR
B R P ET R EMARTE
SHAPIRMBE T @ LUK HE
BRIEERFBENEINTEENR
HRBE KBRS EL W
B IR FRESH -

—T - —FREEREBKREEG
(K 85 22 HF) (15 5T) & 1 ([ 15 3T 1%
BIVR—ZE-——FNAEZFHT
EYR-_FE-_AFHEA-RA(B
EREDEM - RIBERTIEG
RBEREEE R MRES
HINRE RS ETHARIEEB
EAHATRPRESEMT  HER
BAEREIEBEASERHR
BEEME - LI BIEBHATH
RHRBESETKENREREZEBE
BHpiRE —EAANIEHE -

AN EE2.0(c) P At - R A R
HAEZAEBEUR  AEEKRY
HETETRE -
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21 Other gains — net

21 Eft s — FEE

2023 2022
—E-=F —=E=-=
RMB’000 RMB'000
ARBT T ARETT
Net foreign exchange gain (Note 24) 4N Y &5 )% 88 (Fff 5224) 2,891 11,322
(Loss)/gain on disposal of property, HE&EMZE - HE &
plant and equipment BER(EE)Wa (1,243) 42
Loss on deregistration of SAHEME AR EE
subsidiaries (Note) G (1,594) —
54 11,364

Note:

During the year ended 31 December 2023, the Group deregistered the
wholly-owned subsidiaries, #f 58 2 28 /& 32 82 JR A BR 2 A Xinjiang
Huarong Haija Energy Co., Ltd. ("Xinjiang Huarong’] and 113
& Al {t T AR A A Zhoushan Shurong Petrochemical Co., Ltd.
("Zhoushan Shurong”) that had been inactive. Upon the deregistration,
the corresponding net assets [mainly included other receivables of
RMB1,571,000) of Xinjiang Huarong amounted to RMB1,622,000 and
net liabilities (mainly included accrued expenses of RMB31,000) of
Zhoushan Shurong amounted to RMB28,000 were derecognised, the

net impact of RMB1,594,000 was recognised in profit or loss.

22 NET FINANCE COSTS

BE-_TZ-_=4F+-A=+—HIFE -
AEBFHE2ENBARNEBELRLSE
RRERERAR((FEER]) KA ILK
LRBETIHERAR (ALK @ &
SWEERTE - Nakihk - MBEL
MEEEEFE(ZZEREEMERK
T8 A R#1,571,0007T) A R#1,622,0007T
ERALKENEEFR(EERERET
X AR#31,0007T) A R #28,0007T #

IEHER

FREARM1594,000T R

22 & A FEER

2023 2022
—E=-= —EF-—
RMB’000 RMB'000
AR®BT T AR¥EFTTT
Interest expenses M ER
— Borrowings — &= 49,287 47,283
— Promissory notes — A REE 169,653 157,569
Net imputed interest expense/ mEMSREZ,(WA)
(income) FFR 468 (26,998)
Net foreign exchange loss (Note 24) %M /&5 18 )% B8 (Fff 5£24) 128,378 343,702
Net finance costs AR 347,786 521,556
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23 Income tax

Income tax expense of RMB1,608,000 (2022: RMB3,557,000)
represents provision for EIT in the PRC for the year of
RMB3,813,000 (2022: RMB5,763,000] net off by deferred tax
credit of RMB2,205,000 (2022: RMB2,206,000).

No Hong Kong profits tax has been provided for the years
ended 31 December 2023 and 2022 as the Group had no
assessable profit in Hong Kong. All PRC subsidiaries and
Kyrgyzstan subsidiary are subject to EIT rates of 2.5%, 25%
and 10%, respectively.

The tax on the Group's results before tax differs from the
theoretical amount that would arise using the weighted
average tax rate applicable to results of the consolidated
entities as follows:

e B IS R R MY R

23 8

FR TS A R1608,0007T
(ZZE =% : AR#¥3,5570007C) 57
PR TSR A R #3,813,0000T (=
T - —4F: AR¥S5763,0007T) B IE
ERIEE 2 A R #22050000 (==
——fFE AR#2,206,0007T) 7E H HY B
1 o

BRRASEY EAEEBEEERTF
B MREE S _ZFR T ==
FH_AZ+—HILEFEITERES
FERELEE - FTEPRNB AR
FEREHMMBARZAD RIK2.5%
25% R 10% M) 1 PSR A R4 F -

7 42 B 14 B AT 22 48 10 B4 IE A B A R
AR IR E R M TR R
EEMEHROE  MTH

2023 2022
—EZ=HF —E-—F
RMB’000 RMB'000
AR TR AR T T
Loss before income tax B P15 B AT & 18 (523,512) (667,327)
Tax calculated at domestic tax rates 1% & B8 /A &) Fl BT i@ A &9
applicable to profit of respective AR 5T E e IR
companies (89,610) (111.144)
Income not subject to tax BARBTUEA - (3,568)
Expenses not deductible for tax EGIE kA3
purposes 90,110 118,855
Effect of tax losses not recognised ~ KRR IBE BN F 1,108 (586)
1,608 3,557

As at 31 December 2023, the Group has unused tax losses
of approximately RMB545,498,000 (2022: approximately
RMB538,808,000] available for offset against future profits.
No deferred tax has been recognised in respect of such
losses due to unpredictability of future profit streams. The
tax losses in Hong Kong may carry forward indefinitely. The
unrecognized tax losses in the PRC and Kyrgyzstan will expire
from 2023 to 2027.

RZEBE-_=%F+-_A=+—8 ' &K
EEEAAREBEBRHARE
545,498,000 (Z T = —F: HA R
538,808,0007T) AT A 73 4K 88 AR 2R F) ) o
FR A 7R SR B 2R 2 DA TE ORI - i 4
MZEEEMARENE - SN
BEBAERPLESE -FELRETES
FHARERREBIEBER-_ZE-_=F
BT _LFER -
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24 Net foreign exchange gains 24 JNE W 3 3R

The exchange differences credited in the profit or loss are FFABEMEREZEN0OT:
included as follows:

2023 2022
—_E_-= —E- =
RMB’000 RMB'000

ARBTR AR®ET T

Net foreign exchange gain taken to: &9 A B9 I [ U 25 75 %8 ¢

Other gains — net (Note 21) H oAb U 25 — % 28 (Bt E21) 2,891 11,322
Finance costs (Note 22) B & R AN (BT 5E22) (128,378) (343,702)
(125,487) (332,380)

25 Benefits and interest of directors 25 EE R KR

(a) Directors’ emoluments (a) == % i
The emoluments of every director are set out below: BREFHFIMEIIWT
For the year ended 31 December 2023: (E=T-_=F+=-A=+—H
IEFE:

Emoluments paid or payable i respect of a person's services as a director, whether of the Company or its subsidiary undertaking

REATARREAASERELR) RRESRATHARAEH

Emoluments paid
or receivablein
respect of director’s
other servicesin
connection with
the management
Basic salaries, Estimated money Employer's ~ Emolumentspaid ~ ofthe affairs of
housing allowances, valueof contributiontoa orreceivablein ~ the Companyor
other allowance and Discretionary share based retirement  respect of accepting its subsidiary
Fee benefit-in-kind bonuses payment benefitscheme  office as director undertaking Total
Erge- RERALEY
13338 DUVEEY ] AREARERY
AfERR Wxft  BAEAGE  RENEERE  EIRAER
¢ RO BERL  fiteHREE WEIHR CHIABUEN SHIBUEA i
RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB000 RMB'000

AR¥TR ARRTT AR¥TR ARRTR ARRTR ARRTR ARRTR ARRTR

03 “ck

Erecutve directors §fEs

Niu Jignmin ] AERI - 1549 - - 5 - - 1,605
Hong Liang ] 2R - 715 - - 138 - - 853
Thu Wen Hu [ ¢4 - 1,200 - - '} - - 1,266
Independent non-executve directors BUHNES

Wang JinLian 158 u - - - - - - u
Thou Zhan R il - - - - - - il
Lam Cheung Mau W&E 1 - - - - - - il
Total emoluments GEH 651 346k - - % - - 4355
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25 ESN @ RER @

(a) EE=HM (&)
BE-_ZE-_—_F+=-A=+—H
HEE:

25 Benefits and interest of directors

(Continued)
(a) Directors’ emoluments (Continued)
For the year ended 31 December 2022

Emoluments paid or payable in respect of  person's services as a whether of the Company or its subsidiary undertaking

FEARRRR FEESRBEMARNEH
Emoluments paid
orreceivable n
respect of director's

other servicesin
connection with

the management
Basic salaries, Estimated money Employer's  Emoluments paid of the affairs of
housing allowances, valueof  contributiontoa orreceiablein  the Companyor
ofher allowance and Discretionary share based retirement  respect of accepting ts subsidiary
Fee benefit-in-kind bonuses payment benefitscheme  office as director undertaking Total
i RERALAT
PYRLES HE:
; RiEH:E EE2 7 S |
e il e #ERE HELHR Bl it
RMBO00 RMB 0D RMB00 RMB 00D MBO00 RMBO00
ARETR ARETT ARETR ARBTT ARETR ARETR ARETR ARETT
it =
Erecutve drectors EEH
Niu Jianmin (] AERI) - 1514 - - 5 - - 15
Hong Liang ) - 114 = = i = - 10
ThuWen Hua 3¢ - 1200 - - 1% - - 1%
Chen Qang RE) - 8 - - 13 - - &0
Independent non-executive directors
Wang Jin Lian 1 - - - - - - 8
ThouZhan 18 - - - - = - 18
Lam Cheung Mau 1 - - - - - - 18
Total emoluments 25N o 455 - - ki - - 58
Note: B
(i) On 23 October 2022, Mr. Chen Qiang retired as the chairman of [l RZEZ—F+A-+=H BR&E%

FREEEEIR HTEFNE
BHITE BRERTEFFRERE
EMAREEDHREZELESS
TEMEFEATE °

the Board, executive Director and chief executive officer, and the
current executive Directors, Mr. Niu Jianmin and Mr. Hong Liang
were appointed as the chairman of the Board and chief executive
officer respectively.
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25 Benefits and interest of directors 25 =& f|HRER @)

(Continued)
(b) Directors’ retirement benefits and

(b) EEHRAKBANRALLLE

termination benefits

None of the directors received or will receive any
retirement benefits or termination benefits during the
year (2022: Nil.

Consideration provided to third parties for
making available directors’ services

During the year ended 31 December 2023, the Company
did not pay consideration to any third parties for making
available directors’ services (2022: Nil).

Information about loans, quasi-loans
and other dealings in favour of directors,
controlled bodies corporate by and
connected entities with such directors

There are no loans, quasi-loans and other dealing in
favour of directors, controlled bodies corporate by and
connected entities with such directors (2022: Nil.

Directors’ material interests in
transactions, arrangements or contracts

No significant transactions, arrangements and contracts
in relation to the Group’s business to which the Group
was a party and in which a director of the Group had a
material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the year (2022:
Nil).

CHINA HUARONG ENERGY COMPANY LIMITED
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26 BIREE

26 Loss per share

(a)

(b)

(c)

Basic loss per share

Basic loss per share is calculated by dividing the results
attributable to equity holders of the Company by the
weighted average number of ordinary shares in issue
during the year.

a) BREXEE

BREAEBEBNFAEE/EA
NEEDFAARERERNE
NEHITEBBRNMNEFIE -

2023 2022
—E-= e
RMB RMB
AR®TT AR T
Loss per share P& &5 18 (0.04) (0.06)
Diluted loss per share (b) EREEEIE

Diluted loss per share for the years ended 31 December
2023 and 2022 is equal to basic loss per share as there
was no dilutive potential ordinary shares in issue.

HE-Z-_="FR-F-__F+=
BA=+—BLFE SR&#IE
BHSREABEERS AR
WEEHTEEHESL AR -

Reconciliations of loss used in calculating (c) AUGFESREBEZEE
loss per share AR
2023 2022
—E-= —ZF=-=
RMB’000 RMB'000
AR TR AR¥ETTT
Basic and diluted loss per share & % & 78 % #5% &5 48
Loss attributable to equity RABERTFEA
holders of the Company FE(hE B (526,427) (682,741)
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26 Loss per share (continued)
(d) Weighted average number of shares used

as the denominator

26 B EE @
(d) BED &2 miEFEK &5

A

2023
—E-=F

2022
e —

=

Weighted average number of
ordinary shares used as the
denominator in calculating
earnings per share

Adjustment for calculating
earnings per share:
— Convertible preference
share

Rt B8R AT ERED
&2 EE kR
miEFHEE
4,770,491,507

AEBRANNFEE:

— Al SAE ST R
7,006,000,000

4,770,491,507

7,006,000,000

Weighted average number of
ordinary shares used as the
denominator in calculating
earnings per share

Rt BE R A& A E
o & 2 & R hn
FHHA
11,776,491,507

11,776,491,507

27 Dividends

The Board has resolved not to declare for the payment of final
dividend for the year ended 31 December 2023 (2022: Nil).
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28 Notes to the consolidated 28 IRE RS RERME

statement of cash flows

(a) Cash generated from operations la) KEMBHRS
2023 2022
—E=-= —ET—=
RMB’000 RMB'000
AR®BT T AR¥EFTT
Loss before income tax b Fr 1S R AT B 18 (523,512) (667,327)
Adjustments for: HATREELFAR:
— Loss on deregistration of — T HEME AR EE
subsidiaries 1,594 —
— Amortisation of intangible —EEEEEHE (M)
assets (Note 8) 1,278 1,259
— Depreciation (Notes 6 and 7) — & (M6 &7) 30,139 31,481
— Provision for restoration cost ~ — &k 18 Ak < # 1 377 360
— Provision for impairment — FE W BR BRORL (B B 1R
losses on trade receivables 3,110 1,506
— Net imputed interest expense/ — & F B, (U A)
income](Note 22) % 8 (MY 3£ 22) 468 (26,998)
— Interest expenses (Note 22) — M85 2 (Bff 5222) 218,940 204,852
— Loss/[gain) on disposal —HEVME BEK
of property, plant and HEHEE (=)
equipment (B 7E21)
(Note 21) 1,243 (42)
— Net foreign exchange gain — HNIE W 2= 0 R 125,487 332,380
Change in provision for financial ~ Bf TS 4E 1R & 49 HY 8 5 &
guarantee contracts 163,917 163,917
Changes in working capital: EEECED
— Inventories —-FE 2,006 (676)
— Trade receivables, — FEWERK - Efth U KIE
other receivables and & B R IE
prepayments 2,298 12,940
— Trade and other payables — FEATBR R N Hh 85 K08 (16,495) (23,114)
Cash generated from operations & & FT153R & 10,850 30,538
Interest paid 2 F & - -
Income tax paid ERFTEH (3,813) (8,634)
Cash generated from operations & &FISH < 7,037 21,904
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28 Notes to the consolidated
statement of cash flows (continued)
(b) Net debt reconciliation

Movements in net debt for the years ended 31 December

2022 and 2023:

28 I ERERMET @

(b) Fi%i%%ﬁ%ﬂﬁ

:WL—ElJtiEE’UEi‘“@%ﬁm

& :
Liabilities from financing
Other assets activities
HttEE METBHEE
Borrowings
Cash andadvances  Borrowings
and bank due within due after
balances 1year 1year Total
Hek -FREH -S#£IH
BITESR NEXRRBR iOREE Fob
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT
Netdebtasat | January2022 ~ RZZE= =
—A-BNEHFE 23,883 (1417,415)  (2.162,674) (3,556,206)
Cash flow Ben (13,065) 2,44k 18,762 8,141
Foreign exchange movement i & 3,765 (119,321 (178,571) (294,127)
Other non-cash movement H’r@?ﬂﬁ/\“ (BH 3E1)
(Note i - = 26,998 26,998
Net debt as at 31 December 2022 R-ZEZ-F+=A
=T-BMEBFE 14,583 (1534,292)  (2,295,485) (3,815,194)
Cash flow Ban (12,720) 4,282 7,408 (1,030)
Foreign exchange movement HN E & 280 (44,780) (71,381) (115,881)
Other non-cash movement Hb IR & 28 (=L i)
(Note ii) - (124,112) 123,644 (468)
Net debt as at 31 December 2023 R-ZT==%+=-H
ST-ANEBESR 2,143 (1,698,902)  (2,235814)  (3,932,573)
Notes: B & -
(i) Other non-cash movements during 2022 mainly include a (i) AT —F -HmEREEHE

decrease of RMB26,998,000 due to imputed interest income of

interest-free loans.

(i) Other non-cash movements during 2023 mainly include (i) an
increase of RMB468,000 due to imputed interest expense of
interest-free loans; and (i) reclassification of a promissory note
amounted to RMB124,112,000 from non-current to current.
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29 Financial guarantee contracts

The Group has provided guarantees to certain financial
institutions in the PRC in respect of borrowings owed by the
Disposal Group (the “Relevant Guarantees’). Under these
guarantee contracts, the Company is required to make
payments to the financial institutions should the Disposal
Group default on the borrowings and claims are made against
the Group. As at 31 December 2023, the Relevant Guarantees
provided by the Company to the Disposal Group that were still
in the process of being discharged or released amounted to
RMB6,021.8 million (31 December 2022: RMB5,827.9 million),
inclusive of principals and interests. Out of this total amount,
these Relevant Guarantees that met the recognition criteria
of financial guarantee under IFRS 9 “Financial Instrument”
was RMB5,036,883,000 (2022: RMB4,872,966,000). The
Group has recognised financial guarantee contracts of
RMB5,036,883,000 considering the maximum exposure
according to the contractual obligation. Both the guarantee
and provision shall be released upon the completion of the
transfer and discharging of the Relevant Guarantees.

During the year ended 31 December 2023, the change in
provision for financial guarantee contracts of RMB163,917,000
(2022: RMB163,917,000) mainly represents the accrual of
interest expenses on the outstanding guaranteed borrowings
since the disposal day of the Disposal Group.

30 Capital Commitments

There is no capital expenditure committed at the end of each
reporting period but not yet incurred (2022: Nil).

e B IS R R MY R

29 MR HERER

AEEERHEEBEMRDERMA
FEE T S B R ER(AE R
ERD BEZFERGH  MEE
SEERER  NAFAERE @EE
N BEsp#BEImASERER
BFeoR_BE_=F+-_A=+—H" 'K
NEMHESBEIRHEARKS6,021.88 8
T(ZEZZF+ZA=+T—H0: AR
582798 B L) (BREAS KT E)MW
EEERDERRIERBIED - %
LEEE T - %A AR5 036,883,000
T(ZEZ —F: AR #4872966,000
TR MBEBEERAFASBEBRYEREE
Bl [em TEAITHMFERE
RIELE - AEEERBEEAEBEZR
NEsRREEERVBEREGHOA
R #5,036,883,0007T ° ¥ 1R & # & &
EHEBERNEZERERTNE TN
BRBR o

HE-_T_=F+-_A=+—HILHF
B MBERANNBHEEHAAR
#163917,000c(Z = —F: AR
1639170007T) T E2HEAHESEE 2
HERREREEERMERNEFE
FI o

30 EAAGE

REREHRTECAEBERAEE
MNEARZ(ZTE__F 1 8)-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

L

T RAMBRERKE

31 Related party transactions

Fine Profit Enterprises Limited (a company incorporated in
the British Virgin Islands) (“Fine Profit”) owned 9.43% of the
issued shares of the Company as at 31 December 2023 (2022:
9.43%), before taking into account the additional shares issued
upon conversion of various convertible instruments. Fine
Profit was wholly-owned by Mr. Zhang as at 31 December
2023.

The directors of the Company are of the view that the following
companies were related parties that had transactions or
balances with the Group during the year:

Name

nE/E8

3N BEHFRS

FHEEERAR(RNEBELZHS
AR ARDTHEN DR =T ==
F+_A=Z+—8 RikirgiE
AR T A B 1T 85 NI 1D Bl
BARRAILINEETERMH(ZEZ
F:943%) c FRR=_ZFE=_=F+=7
=+ —HBRAEE2EHEE -

ARREEZR R NI AT RNE AR
REBETR G HBEH BB
Vil

Relationship with the Group
A KB &

Shanghai Ditong Construction (Group) Co., Ltd.
LB BERR(EE)BERAF

Fine Profit Enterprises Limited
HRERERAA

Smart Frontier Limited

Shanghai Sunglow Investment (Group) Co., Ltd
LtEGAREEBR)BERQA

Zhang Jiping
oK 4 ¥

New Continental Oil & Gas (HK] Co. Limited
MARERR(FE)BRQF

204 CHINAHUARONG ENERGY COMPANY LIMITED
BRI AR A E

Entity controlled by a shareholder/close family
member of Mr. Zhang

R—EBRR/REEOBMEHNNER

Entity ultimately controlled by Mr. Zhang
REREERKEHNER

Entity controlled by a close family member of
Mr. Zhang
XREAEOHRAMEHNER

Entity controlled by a shareholder/close
family member of Mr. Zhang

R—BBRRREEOBRAEHNER

Director of a subsidiary

MEBARES

Shareholder
g



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 Related party transactions (continued)

During the year ended 31 December 2023, the Group carried
out the following transactions with the related parties:

(i)

(ii)

Year-end balances with related parties

As at 31 December 2023 and 2022, the balances are
interest-free, unsecured and approximate their fair
values. All these balances are repayable on demand.

e B IS R R MY R

N EHLERZ @

BHE-_ZT-_=F+-_A=+—HItHF
B AEEEBEBFETUTRS:

(i) EERAEETS M REeR
R-B-=ER-F-—F+=
A=+—8 ##1h%8 8%
MREARARERE - AEXS
BBYARERBEE -

2023 2022

—E-=HE —E- =
RMB’000 RMB'000
AR®T T AR¥EFTT

Other payables — non-trade HihENHIE —EESUE
(Note 16): (Bt 3E16) -

— Adirector of a subsidiary .- AT 59,932 55,683
— A shareholder of a subsidiary  — Fff B /A R f& & 18,004 17,525

Guarantee by the shareholders and
related parties

As at 31 December 2023, certain borrowings totaling
RMB2,297,495,000 (2022: RMB2,232,112,000) are secured
by guarantee from certain shareholder of related parties
and the Company and share capital of certain related
parties.

(iii) Borrowings from related parties

As at 31 December 2023, certain related parties
provided security — free facilities up to USD250,000,000
(2022: USD250,000,000) and RMB40,000,000 (2022:
RMB40,000,000) (totalling equivalent to approximately
RMB1,814,450,000 (2022: RMB1,764,300,000) for use by
the Group for working capital purposes.

(ivl Key management compensation

Key management includes directors. Details of key
management compensation are disclosed in Note 25.

i) PBRER KBRS IR &R

R—ZEBE_=F+=_A=+—
H A TFTREZREEARE
2297495000 (ZF = = F : A
R #£2,232,112,0007T) i B8 B 7 &
AAR A TREERENERES
TR B 5 MR AR B R o

(iii) B8 B 5 1Y f& =X
RZZBEZ_=F+=—A=+—8"
HETHEBITRHERKARET
% $2250,000,000% o (= & = —
F : 250,000,000 o) & A R &
40,000,000 (ZZE=Z—F: AR
#40,000,0007D) (A EBEERLOA
R #1,814,450,0007C (ZE = =4 :
A R ¥1,764,300,0007T) f 78 £
ERBEES AR -

liv) 8 2 & 72 g 3 B
Eaﬁg":éfi@?ﬁﬁ$o Eaﬁﬁf@
3 1 248 70 B RE25 5
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___ NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
T BEMBRRHE

32 Particulars of principal
subsidiaries

(a) As at 31 December 2023, the Company
has direct and indirect interests in the
following subsidiary:

32 = EMEBLRIFFIE

a) R=FE=_=F+=A=t+—
B RAABREUTHED
AEAEEREEER:

Place of incorporation/ ~Date of incorporation/ Principal activitiesand Issued/paid-  Equity interest attributable
Name establishment establishment Type of Legal entity place of operation in capital tothe Group
iR/ iR/ B4/
£ RU%Y RIBH EERERE IEXBREELY HRER ARAEERE
2023 022
ZECZf “E-CF
Rongsheng Capital Limited* ~ Cayman Islands 14Jul2010 Limited liability Investment holding; HKD10 100% 100%
o company Hong Kong
BEERRRAAN REES Z2-ZELATAE ARAR RERR: EA 0%
Ocean Sino Holdings Limited ~ British Virgin Islands 18 Jan 2010 Limited liability Investment holding; st 100% 100%
company Hong Kong
AERAEE Z2-RE-AtN\R BRAR RERR: EA 1T
Capital Sign International British Virgin Islands 26 Mar 2009 Limited liability Investment holding; st 100% 100%
Limited company Hong Kong
AERAEE ZETNEZR BRAA RERR: EA 1T
~17H
Dragon Courage Investments  British VirginIslands 2 Apr 2009 Limited liabilty Investment holding; usot 100% 100%
Limited company Hong Kong
LERAEE “ETNEMAZR  ARAA REBR:E% X7
Glory Source Limited Hong Kong 25 Jan 2010 Limited liabilty Dormant HKD! 100% 100%
) ‘ comgany .
RERRAA B =24} ERAF LES 1%
ZTIH
World Profit Corporation Hong Kong 5Feb 2010 Limited liability Dormant HKD! 100% 100%
Limited company
EHMERAR B “2-35-f1R  ARAA e 137
Radiant Business Global British Virgin Islands 3 Sep 2014 Limited liability Investment holding; st 100% 100%
Limited company Hong Kong
BERRARAT LERAEE ZE-MEAAZR  BRAA REBR:ER X7
Kbiproi3xep Kyrgyzstan 13 Aug 2013 Limited liability Oil and gas exploration KGS100,000 60% 60%
HewTeras Kyrgyzer company and production and
Neftegaz Limited Liability sales of petroleum
Compgny“ product; Kyrgyzstan
EREAAEARERAT EAEH “E-ZE\ATZH ARAA BaRARARYRR ZEEHER
EENRRAERH 100,00070
GELEL
Crown Winner Investment Hong Kong 8 Nov 2013 Limited liabilty Investment holding; HKD10,000 60% 60%
Limited company Hong Kong
REREERAR &k “2-=Ft-ANE BRAF REBR:E% 100007 ¢
Central Point Worldwide Inc. -~ British VirginIslands 19 Jun 2014 Limited liabilty Investment holding; usp100 60% 60%
company Hong Kong
LERAEE “T-MERATAR BRAF REBR:E% 100% 7T

HERRDARDLT

CHINA HUARONG ENERGY COMPANY LIMITED
HEE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

32 Particulars of principal 32 T EMBARFFE
subsidiaries

(@) As at 31 December 2023, the Company (@) R=ZB=-=F+=-A=+—
has direct and indirect interests in the B RXATAUTHEL
following subsidiary: AEEEERBEEER:

Place of incorporation/  Date of incorporation/ Principal activitiesand  Issued/paid-  Equity interest attributable
Name establishment establishment Type of legal entity place of operation in capital tothe Group
ERAL/ ERAL/ \ B§f/
tH RubH RIAH EERBEY IREBREELY HRER AEREERE
2023 022
k- Skt 3
Greatest Time Limited British Virgin Islands 28 Sep 2018 Limited liability Investment holding; USD50,000 100% 100%
company Australia
LBRAEE 2 \FNA BRAF REZR 2 S0000% 7T
~T/H
Xinjiang Huarong? PRC 4 May2018 Limited liability N/A N/A = 100%
- company
fEER: hE “E-\f1AMA  ARAA TER TER
Archewell Enterprise (HK] Hong Kong 22019 Limited liability Commodity trading; HKD!1 100% 100%
Limited company Hong Kong
BRLX(ER)ARARD R :%;nitﬂ ERAF Bmk% AR 18T
ZTZH
Shanghai Huijiu Energy PRC 2 Jun 2019 Limited liability Commodity trading; USD100,000 100% 100%
Technology Limited company China
LREARRNBARAT HE 205 BRAF Bmks: hE 1000005 72
~tEA
Ocean Power International Hong Kong 28 Jan 2010 Limited liability Investment holding; HKD!1 100% 100%
Industrial Limited company Hong Kong
EREREXERAT  BR === ERAF RERR:E% 18T
/A
Ocean China Investments Hong Kong 12Jan 2018 Limited liability Investment holding; HKD! 100% 100%
Limited company Hong Kang
BEREERAT B ZZ-\f-ATZR ARAA RERR: EA 137
Fancy Asia Limited Hong Kong 21 Mar 2018 Limited liability Investment holding; HKD! 100% 100%
company Hong Kang
2HERAT B “B-N\§=A BRAF RERR: EA 137
~t-H
Shanghai Yunxiang PRC 23 June 2020 Limited liability 0il & Gas Trading RMB5,000,000 100% 100%
Petrochemical Co. Ltd company ’
LEEARLERAT hE ZE2RERA ERAF RHRRARES N
Zt=H 5,000,007
Zhoushan Shurong? PRC 3 July 2020 Limited liability N/A N/A - 100%
company
il hE ZZRELAZR ARAA TER AER

ANNUAL REPORT 2023
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L REMBHmRME

32 Particulars of principal
subsidiaries

(a) As at 31 December 2023, the Company
has direct and indirect interests in the
following subsidiary:

2 T EMME LTS

(a) A=B—=F+—-HB=+—
B> ARBAUTHEQ
AREEEREEER:

Place of incorporation/  Date of incorporation/ Principal activitiesand  Issued/paid-  Equity interest attributable
Name establishment establishment Type of Legal entity place of operation in capital to the Group
ERAL/ aRAT/ B4/
&% Rik RIAH EEERED IERHREERY HRRE rREEGRE
2023 2022
ZE-cF -E-oCF
Nantong Glory Petrochemical ~ PRC 2 November 2020 Limited liability 0il & Gas wholesale and - RMB50,000,000 100% 100%
Co, Ltd. company distribution; China ’
BERERRCIARLE HE ZEIRET-AZR BRAA RARARRHERS ARE
e 500000007
Nantong Zhuosheng PRC 8 May 2003 Limited liability 0il & Gas storage; China  RMBB07.000,000 28.46% (note)  28.46% [note]
company ) & (R &)
BRER hE ZZE=F£RANR  BRAA RRRARRER: ARE
e 507,000,007
# Shares held directly by the Company & BRNDBARREERE
* For identification purpose only * 12 {35 5
a The subsidiaries were deregistered during the year ended 31 a BE—ZF_=ft+t_A=t—HLL#F
December 2023. B ZEMBARYECEH -

Note: Mis: RETBRERAREREREZE
BREzHENH®E R=ZT=—F
— Rk ErRER((WBEE)
ERE AEEREZTESTSH
B50.46% 8 FHE - WEAEMMK
% == TE 12 )% A1 E #950.46% ©

According to the article of association of Nantong Zhuosheng and
the agreement between all shareholders, the Group has 50.46%
voting right in appointment of the board of directors upon the
completion of the acquisition of Nantong Zhuosheng in January
2021 (the "Acquisition”), and has entitlement to 50.46% of any net
profit made after the Acquisition.

CHINA HUARONG ENERGY COMPANY LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RME
32 Particulars of principal 32 T EMBARFE @
subsidiaries (continued)
(b) Summarised financial information on each

(b) BEE RFEZERER (3

of the Group’s subsidiaries with material ERER)NEEESH
non-controlling interests (“NCI”) BEARNMEERBE
The summarised financial information below represents TIHBERBELSEBRNYH
amounts before intragroup eliminations. AIE) & 28 o
lil Kyrgyzjer Neftegaz Limited Liability il ZHEZHAEBRE R
Company AL
2023 2022
—E-= ===
RMB’000 RMB’000
ARETR AR¥EFTT
Current mE
Assets BE 15,602 27,515
Liabilities afE (2,599,258) (2,548,133)
Net current liabilities mBAEEFEERE (2,583,656) (2,520,618)
Non-current EREB
Assets & E 955,549 1,067,327
Liabilities afE — —
Net non-current assets ERBEEFE 955,549 1,067,327
Net liabilities 81555 (1,628,107) (1,453,291)
Revenue W %5 37,874 52,735
Profit for the year FEm A 610 21,522
Total comprehensive income 2 I A 42 88 18,859 19,062
Cash flows from operating REKLE RN SR
activities (7,449) 12,890
Cash flows used in KEFHAARE R
investing activities (2,535) (11,058)
Cash flows from financing KEMBEHHNR SN
activities — —
NCI% FEREDBE DL 40.6% 40.6%
Profit allocated to NCI 7> BC 2= JF ¥ AR A a8 0 248 8,738
Carrying amount of NCI SEERE R REE (17,073) (17,321)
ANNUAL REPORT 2023
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

U REMBRRME

32 Particulars of principal
subsidiaries (continued)

(b) Summarised financial information on each
of the Group’s subsidiaries with material
non-controlling interests (“NCI”) (continued)

lii) Nantong Zhuosheng Petrochemical Co.,

32 T EMBATFE @

(b) BEERFEZERER (3F

ERES )NAEEE
MEBARNMBEREE
(%)

li] FEERGHIETER

Ltd.

Zal

2023 2022
—E-=F -
RMB’000 RMB'000
ARET ARETF T
Current B
Assets BE 90,220 75,566
Liabilities =R (34,994) (36,874)
Net current assets MBEEFE 55,226 38692
Non-current IE 7 &
Assets BE 304,767 321,632
Liabilities =R (55,602) (57,807)
Net non-current assets ERBEEFE 249,165 263,825
Net assets BEFE 304,391 302,517
Revenue U = 44,748 46,827
Profit for the year FZHE 1,875 5110
Total comprehensive income 2HEW =S B R 1,875 5,110
Cash flows from operating activities RE & & EB IR R 3,306 2,833
Cash flows used in investing KEEBMARSR
activities (2,316) (2,766)
Cash flows from financing activities KBV & EBNIR &R - —
NCI% (note) EERERADL
(B ) 71.54% 71.54%
Profit allocated to NCI SR EFERER
) 7 929 2,531
Carrying amount of NC| FEERERREE 212,530 211,601

Note:

CEE

According to the article of association of Nantong Zhuosheng
and the agreement between all shareholders, the Group has
50.46% voting right in appointment of the board of directors and
entitlement to profit made post the Acquisition. As a result the
NCI's voting right of 49.54% is different from that of the ownership
interest above.

210 CHINAHUARONG ENERGY COMPANY LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e B IS R R MY R

33 N AR IFAR MR K
EiEEE

33 Statement of financial position
and reserve movement of the
Company

Statement of financial position of the Company RN BRI B 7 AR R &R
As at 31 December
R+=A=+—H
2023 2022
—E=F -
RMB’000 RMB'000
AR T AR¥ETF T
ASSETS BE
Non-current assets ERBEE
Investments in subsidiaries RWEB AR WNIEE 510,508 510,508
Current assets REBEE
Other receivables and prepayments £ ftb & U 5 18 2 78 1+ 5k 1B 1,072 1,041
Amounts due from subsidiaries N NGIE @] 8,573 9,352
Cash and cash equivalents ReERREEEY 35 37
9,680 10,430
Total assets BEE 520,188 520,938
DEFICIT &5 A
Capital and reserves attributableto AQAFERFHAEN
the Company’s equity holders BEXR#E
Ordinary shares R 2,021,534 2,021,534
Convertible preference shares AEBRELER 3,100,000 3,100,000
Share premium % 17 % B 8,374,605 8,374,605
Other reserves (Note a) H it (B st a) — =
Accumulated losses (Note a) REtEE (T a) (22,820,107) (22,308,819)
Total deficit 48 A (9,323,968) (8,812,480
ANNUAL REPORT 2023
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... NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
U GARBRRME

33 Statement of financial position 33 RARIMI AR R T R

and reserve movement of the HEEE @
Company (continued)
Statement of financial position of the Company RN 8] B9 B 7 AR R 3R (@)

(Continued)

As at 31 December

R+=ZA=+—H
2023 2022
—E-=HF —E-—4F
RMB’000 RMB'000

AR TR ARET T

LIABILITIES =R
Non-current liabilities FRBEE
Borrowings &= 1,905,097 1,851,064
Current liabilities REAE
Other payables H b & 5K IE 992,193 753,935
Amounts due to subsidiaries JE AT BT /BB A R 30IR 340,918 331,205
Borrowings B 1,569,065 1,524,448
Financial guarantee contracts S ERE L 5,036,883 4,872,966
Current liabilities REAE 7,939,059 7,482,544
Total liabilities wWEE 9,844,156 9,333,618
Total deficit and liabilities HWEHAREE 520,188 520,938
The Company's statement of financial position was approved RRARWHBERARKEEETG R
by the Board of Directors on 27 March 2024 and signed on its ZENFE=ATER#ENT
behalf by HTIIATRKRESGEE
Nin Jianmin Hong Liang
48R B
Director Director
EF EE

212 CHINAHUARONG ENERGY COMPANY LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

33 Statement of financial position

and reserve movement of the

Company (continued)

Statement of financial position of the Company

(Continued)

e B IS R R MY R

33 RNATRI AR R TR K
REEZE @

FNANETR: S B3 O 3E )

Note (a) Bt 7% (a)
Other reserves
Hi k&
Share-based Accumulated
payment losses Total
URGHER
B 2 3 ZitE#R st
RMB'000 RMB'000 RMB'000
ARBF T ARBFT ARBFT
At 1 January 2022 W-_ZT-_—4—A—H 12,763 (21,630,513 (21,617,750)
Loss and total comprehensive FEEERZEBELR
loss for the year (678,306) (678,306)
Lapse of employee share options EEBRELRY (12,763) — (12,763)
At 31 December 2022 ANZE-—=ZF+=-A=+—H (22,308,819) (22,308,819)
Loss and total comprehensive FEBELRTEEBEAER
loss for the year (511,288) (511,288)
At 31 December 2023 R-_FE_=F+_A=1+—H = (22,820,107) (22,820,107)

34 Contingent Liabilities

As at 31 December 2023, we had contingent liabilities of
RMB985.0 million (as at 31 December 2022: RMB955.0
million), which was resulted from financial guarantees
provided by the Company to Disposal Group.

LHAREE
RZZE-_=F+=ZA=+—8 "' %M
EXARABBARKSEE TR
T —F+-_A=+—H: AR50
BET) WIHHARKAATREEER
REVIEERTER -
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FIVE-YEAR FINANCIAL SUMMARY

SRS

Consolidated results

Year ended 31 December
BE+-A=t-ALEE
2023 2022 2021 2020 2019
—EB-c=H —z-- —E-—F —E-TE —ET-NE
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TRT ARETT AREFn AREFRT ARETR
(Restated)
(E5)
Revenue g 82,622 102,845 316,774 34,800 47,747
Gross profit/(loss) ENE/(FR) 31,493 45,778 53,076 (6,427) 13,067
Operating (loss)/profit T (FRE) /A (10,215) 18,146 22,094 (1,199,454) (51,765)
Total comprehensive (loss)/ & &2 (K#E)/
income for the year hEEE (510,364) (617,197) (193,978) 664,439 134,906
Attributable to: BER:
Equity holders of the ARAERFAA
Company (519,611) (626,660 (202,816) 679,987 160,282
Non-controlling interests ~ FE 122 B i 25 9,247 9,463 8,838 (15,548) (25,376)
Consolidated assets and liabilities
BEEEHSE
As at 31 December
R+=—BA=+-H
2023 2022 2021 2020 2019
—EC-=E —E-—F —E-—F —E-FF —E-hE
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARETRT ARETRT ARETFT ARETRT ARETR
Total assets BEE 1,405,130 1,421,562 1,381,709 1,005,933 2,348,984
Non-current assets ERHEE 1,379,670 1,375,661 1,317,840 973,670 2,285,148
Current assets MEEE 25,460 45,901 63,869 32,263 63,836
Total liabilities mes 10,425,805 9,931,873 9274823 8,904,999 10,912,489
Non-current liabilities ERBERE 2,291,416 2,353,292 2222687 1,449,322 937,125
Current liabilities mBERE 8,134,389 7,578,581 7,052,136 7,455,677 9,975,364
Total deficit 8 5 4 9,020,675 (8,510,311) (7,893,114 (7,899,066) (8,563,505)

CHINA HUARONG ENERGY COMPANY LIMITED
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"2024 AGM”
“EMFRRBEFAE]

“Articles of Association”

[ 48 A1

“bbl”
[/

“Board”
[EE=

“China” or "PRC”
[ B

“Company”, “our Company” or “Huarong

Energy”
[RE[ARRESHELER

“Consolidated Share(s)” or “Share(s)”

[& B fp ] ST A {7 )

“Directorl(s)”

[E=]

“Disposal Group”
[HEEE]

“Group”, “our Group”, “‘we" or “us”

[ E ] [AREE ]

b

B

GLOSSARY
AR

the annual general meeting of the Company to be held on
Tuesday, 11 June 2024
ARBER-_ZE_MFRAAT-—RB(ER)BTHRRE
FRE

the third amended and restated articles of association of the
Company, as amended from time to time

ARG AEEITNE=MNLET KRBT A ETRE
Al

barrels

1/

the board of Directors of our Company

ARBINESS

the People’'s Republic of China excluding, for the purposes of
this annual report, Hong Kong, Macau and Taiwan

REARANE  BIAFEHREME - TREEE - BEM

AN =
"=

China Huarong Energy Company Limited (H° B 2 &8 &% R A%
5 B R 2 Al) (formerly known as China Rongsheng Heavy
Industries Group Holdings Limited (47 Bl %A B% & T & B4 i%
B PRRAF]), a company incorporated as an exempted company
with limited liability in the Cayman Islands on 3 February 2010
PEEXRERRONERAF(FIBIEBERETISEER
BRRA) —XRR_T-—FF_A-RERSEHRSEMN
R BERRNBRATR

ordinary share(s) of HKD0.50 each in the share capital of the
Company upon the Share Consolidation becoming effective on
29 March 2016

B AEHR_T-—R"EF=ZAtTHhBERERARRBBRAH
TRREE 0508 7T 2 & il Ak

director(s) of our Company

KRR ES

Able Diligent Limited together with its subsidiaries engaging in
the Shipbuilding and Engineering Business
Able Diligent Limited K E #¢ % 35 fit T 12 2 7% 2 Mt & 2 7l

the Company and its subsidiaries or any of them or, where
the context so requires, in respect of the period before
the Company became the holding company of its present
subsidiaries, the present subsidiaries of the Company
ARBREMBRABREREM T HMXERT @ 5
ARBKABEBEEMBARNZERATZAHEMNS @ 8
ARARBRENHE QA

ANNUAL REPORT 2023
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GLOSSARY

L

"HKD”
[T

“Hong Kong”
(&8

“Hong Kong Stock Exchange” or “Stock
Exchange”

[ 78 B 22 P | 38 [ B <2 o

“Kyrgyzstan” or “Kyrgyz”
(RS ETHTA |k [E @S

“Listing”
[Tl

“Listing Date”
[ =77 B Hi )

“Listing Rules”
[ £ R Al

“RMB” or "Renminbi”
[ANR# |

“SFO"
[ 55 R R 1R A1)

214 CHINAHUARONG ENERGY COMPANY LIMITED
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Hong Kong dollars, the lawful currency of Hong Kong

BREAEEBET

the Hong Kong Special Administrative Region of China
FEFEERRITRE

The Stock Exchange of Hong Kong Limited
ERBARSMAERAT

the Kyrgyz Rupublic (a Country in Central Asia)
EREMHAME (P —EER)

the listing of the ordinary shares of HKDO0.10 each of the
Company on the Main Board of the Hong Kong Stock
Exchange

AREEREEICGE TH T B RMNN BB IR
fi=hi)

19 November 2010, being the date on which the ordinary
shares of HKDO.10 each of the Company are listed on the Main
Board of the Hong Kong Stock Exchange
—E-TF+-ATABR ARFESREECIOETHE
BEBENMREBBXAERLEHAS

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, as amended and
supplemented from time to time
EEBARIMARRAESFLMARY - BFRHEITR
e

the lawful currency of the PRC
TEEEER

the Securities and Futures Ordinance, Chapter 571 of the
Laws of Hong Kong, as amended and supplemented from time
to time

BFRAPIESIEE S LR ERO EAEER] K TE)



“Share Consolidation”

[ & F)

“Share Option Scheme”

[ 8 B i =t 81

"usD”
ESp

GLOSSARY
AR

with effect from 29 March 2016, the consolidation of every five
issued and unissued shares of HKD0.10 each in the existing
share capital of the Company into one Consolidated Share of
HKDO0.50 each
ARBRARATEARFREECIOETZEETRR
BIROEHA—IREREEISE T LA HID » XN
ZE-R"FZAZThHBEH

the share option scheme we conditionally adopted pursuant to
a resolution passed by our Shareholders on 24 October 2010
BMBREEMAORRER T —SF+A-+THNARBY
RBRB G RN BB S

United States dollars, the lawful currency of the United States
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INFORMATION FOR SHAREHOLDERS

BREREH

Listing Information

Listing : Hong Kong Stock Exchange
Stock Code : 01101

Principal Share Registrar and Transfer Agent

Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive,

P.0. Box 2681, Grand Cayman,

KY1-1111, Cayman Islands

Branch Share Registrar in Hong Kong
Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor,

Hopewell Centre,

183 Queen’s Road East,

Wanchai, Hong Kong

Tel : (852) 2862-8628
Email : hkinfoldcomputershare.com.hk
Registered Office

Cricket Square, Hutchins Drive,
P.0. Box 2681, Grand Cayman,
KY1-1111, Cayman Islands

Principal Place of Business and Headquarters

Room 807H, 8/F
Cornell Centre

50 Wing Tai Road
Chaiwan, Hong Kong

Contact Enquiries

Investor Relations

Tel : (852) 3100-0490
Email g cosec(@huarongenergy.com
Website g www.huarongenergy.com.hk

CHINA HUARONG ENERGY COMPANY LIMITED
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Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive,

P.0. Box 2681, Grand Cayman,

KY1-1111, Cayman Islands
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B ¢ (852) 2862-8628

B H : hkinfo@computershare.com.hk
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Cricket Square, Hutchins Drive,
P.0. Box 2681, Grand Cayman,
KY1-1111, Cayman Islands
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B © cosecf@huarongenergy.com
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Executive Directors

Niu Jianmin [Chairman)

HONG Liang [Chief Executive Officer and Chief Operating Officer)

/HU Wen Hua

Independent Non-executive Directors

WANG Jin Lian
ZHOU Zhan
LAM Cheung Mau

Audit Committee

ZHOU Zhan (Chairman)]
WANG Jin Lian
LAM Cheung Mau

Corporate Governance Committee

WANG Jin Lian (Chairman)
Niu Jianmin
LAM Cheung Mau

Nomination Committee

WANG Jin Lian (Chairman)
/HU Wen Hua
/HOU Zhan

Remuneration Committee

ZHOU Zhan [Chairman)
Niu Jianmin
WANG Jin Lian

Finance and Investment Committee

Niu Jianmin (Chairman)
HONG Liang

WANG Jin Lian

/HOU Zhan

Company Secretary
LEUNG Yin Fai

CORPORATE INFORMATION
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CORPORATE INFORMATION
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Auditor

Crowe (HK) CPA Limited
Public Interest Entity Auditor registered in accordance with the
Accounting and Financial Reporting Council Ordinance

Company Website

http://www.huarongenergy.com.hk
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CHINA HUARONG ENERGY
COMPANY LIMITED
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