SHOUGANG FUSHAN RESOURCES

@ GROUP LIMITED
BHELEEEERRAT

Stock Code B3 X 5% : 639

0.

/

L N
. (. (.
. (. (.
. (. (.
L N W
. . =
. (. (.

VVVeVY

I!I!_l!
N

2019
4 4§

ANNUAL

REPORT




LOCATIONS OF THE GROUP’S
COKING COAL MINES
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CORPORATE PROFILE

SHOUGANG FUSHAN RESOURCES GROUP LIMITED
is one of the most sizable integrated coking coal corporations in
CENTRAL-WESTERN CHINA.

Taking Shanxi Province as its major investment base, it
is principally engaged in MINING OF COKING COAL,
PRODUCTION AND SALES OF RAW AND CLEAN COKING
COAL.

The Group has three premium operating coking coal mines and
three coal preparation plants.
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CORPORATE INFORMATION

BOARD OF DIRECTORS

Ding Rucai (Chairman)

Fan Wenli (Managing Director)

So Kwok Hoo (Deputy Managing Director)

Chen Zhaogiang (Deputy Managing Director)

Liu Qingshan (Deputy Managing Director)

Chang Cun (Non-executive Director)

Shi Yubao (Non-executive Director)

Kee Wah Sze (Independent Non-executive Director)
Choi Wai Yin (Independent Non-executive Director)
Chan Pat Lam (Independent Non-executive Director)
Japhet Sebastian Law (Independent Non-executive Director)

EXECUTIVE COMMITTEE

Ding Rucai (Chairman)
Fan Wenli

So Kwok Hoo

Chen Zhaogiang

Liu Qingshan

AUDIT COMMITTEE
Choi Wai Yin (Chairman)
Kee Wah Sze

Chan Pat Lam
Japhet Sebastian Law

NOMINATION COMMITTEE

Ding Rucai (Chairman)
Kee Wah Sze
Choi Wai Yin
Chan Pat Lam
Japhet Sebastian Law

NREF

Exg

TxA (EE)

SEX R (B FARAEIE)
REIZ (B Z FHAETE)
BRIk 58 (5 FAEAEHE)
BE W (FIEFEEE)
BIFCGFHITES)
BEEGFHTTES)
RETBIHHNTESE)
BREBUHHNTESE)
BRIBH LI TTEF)
BXE (B IFHTTEF)

HITEES

T (£E)
SEXH
PRIk
2E W

EREES

EREEE)
EL
BRAA
7 EE

REZES

TxA (E/E)
EL
£EE
BRABAR
7 EE




CORPORATE INFORMATION (continued)
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MAIN OPERATIONAL STRUCTURE FTEEKER

R-ZB-NFE+ZA=+—H ' K&
BoEEEKEBNOT :

THE MAIN OPERATIONAL STRUCTURE OF
THE GROUP AS AT 31 DECEMBER 2019 IS
AS FOLLOWS:

(SEHK:639)
/ N
100% 100% 100% 100%
Fushan Energy
Jade Sreen Group Ltd. True Plus Benefit Rich Ltd.
Holding Ltd. hggiﬁ;! Ltd. BHEARAR
OFFSHORE
"o
100% 14.15%
Thechoice Worldman Gumpert M"I':(')‘rt‘ ‘ftissc’“
Finance Ltd. Industrial Ltd. Industries Ltd. TG
/
100% 100% 100% 100% 17.65% N
Shougang
Thechoice Worldman Gumpert Resources 35.01% APAC
HONG K%‘g Finance (HK) Ltd. Industrial (HK) Ltd. Industries (HK) Ltd. (Hong Kong) - Resources Ltd.
RE(FE) ERIF(FB) REE(EB) Limited DAERERDLE
BRATF HRAF BRATF MR (F8) (SEHK:1104)
BRAH
67.17% )
65% Jinshan Energy
““““ Group Ltd.
V. L N (Coal Preparation Plant
Shanxi Liulin and Trading of Coal Products)
Jinjiazhuang Coal WL BETR
Co., Ltd. BRAH
I ("Jinjiazhuang Coal Mine") \ 33953
! (Coking Coal Mine and | RERHS)
Il Coal Preparation Plant) i
PRC (Tesmmm)) 65%
i 65% (RRARER R AR ) 95%

("Xingwu Coal Mine”)

\
(Coking Coal Mine and ‘l 35% 1’ (Coking Coal Mine and
Coal Preparation Plant) I ‘_ I| Coal Preparation Plant)
LI 49D R AR i !
BEREEAF
(R ) ([RERRMR])
(RRIRAR B 1) (RRBRAR B 1R )

("Zhaiyadi Coal Mine")

Liulin Luenshan
Coking Co., Ltd.*

HIAKERRE LR AL
BRAF

*  The unofficial English translation is for identification purpose only.




FINANCIAL HIGHLIGHTS

“ToNEEE EEBELEREEERAT 5

MBERE

For the year ended 31 December

BE+t-A=+—HLFE
Percentage
(HK$'000) 2017 2018 2019 change
(F#&xT) —ET—+F —N\F Z=ZZE-h#F palnd-X1d
Revenue W zs 3,471,922 3,686,176 3,869,308 +5%
Gross profit EAH 1,875,404 1,900,542 1,988,743 +5%
Gross profit margin EVAES 54% 52% 51%
Profit for the year FE R 1,182,584 1,151,928 1,176,141 +2%
Profit attributable to owners of ARrEBAN(HAEAD
the Company (“Owners") iyl 1,080,649 1,100,488 1,140,413 +4%
Adjusted EBITDA A& THFEEBITDA! 2,027,696 2,028,196 2,220,589 +9%
Basic earnings per share (HK cents) FRERZFGEL) 20.38 20.76 21.51 +4%
Dividend per share (HK cents) AR GBI 16.5 16.8 17.2
= Interim (HK cents) — PERGEAL) 3.0 8.3 8.5
- Special (HK cents) — 55 31 B 6.3 - -
~ Final (Proposed) (HK cents) - REIGEZ) (B 7.2 8.5 8.7
As at 31 December
R+=R=+-—
Percentage
(HK$'000) 2017 2018 2019 change
(F#&T) —ET—+F —N\F ZE-h#F pald-X1d
Total assets BEME 21,694,645 21,251,042 21,472,710 +1%
of which: Hr
Cash and cash equivalents and RekBeFEMR
time deposits with original JR 17k BR R 3B = {E
maturity over three months B2 EHTF 4,864,467 4,307,335 4,761,884 +11%
Unpledged bills receivables EIE RN ER 1,136,540 1,109,222 950,696 -14%
Total liabilities BERE (4,318,962) (4,475,236) (4,426,398) -1%
of which: Hep o
Total borrowings BE®E - - - -
Total equity e iaE 17,375,683 16,775,806 17,046,312 +2%
of which: Hre
Equity attributable to Owners A AEL RS 15,934,812 15,384,116 15,681,580 +2%
Net assets per share attributable to ~ BEBRER AGREE
Owners (HK$) FEGET) 3.01 2.90 2.96 +2%
Current ratio (times)? TED L (f%)? 2.87 2.58 2.61 +1%
Gearing ratio? BB E %3 - - = -
Notes: Kt
1. Adjusted EBITDA is defined as profit before income tax plus finance 1 QB EBITDAY T3 AR FTE B A E F Bt 78 Bk
costs, change in fair value of derivative financial instruments, share of K -DEFBRTAZAFESZS) - EihH—HES
profit/(loss) of an associate, depreciation, amortisation and written off ~ElaA S (E1E)  E - BERYE  BER
of property, plant and equipment. R W o
2. Current ratio is computed from total current assets divided by total 2. #RELERUGHEELEBER THEEAEE

current liabilities.

3. Gearing ratio is computed from total borrowings divided by total equity.

w
m

AABLRUEERERESEENE -
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FINANCIAL HIGHLIGHTS (continued)

PROFIT & LOSS SUMMARY

Revenue
D=3
) g~
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HEALTHY FINANCIAL POSITION
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OPERATING MINES

XINGWU COAL MINE

e 6 km south of Liulin County and the mining right area extended
over 11.6 sg. km and spans 4.5 km east to west and 4.5 km
north to south

e Operation commenced in 1968

e Annual approved raw coking coal production capacity: 1.75
million tonnes

e  Operate a coal preparation plant with annual designed input
processing capacity of 1.2 million tonnes (put into operation in

October 2002)

e Mainly production of hard coking coal

T-NFFR BHELERKERRAF 7

EE R

AR EZ AR R - FERE R 5L
MN6FHAE  RFEMAE4ASAE - BibiAE
4518

o R—ARNFRIHEE

o REFRERLERT 1758

. EE—EE AR BI208HEZHER(K S
T2+ ARE)

o IEAEWMEK
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OPERATING MINES (continued) EEREE®

JINJIAZHUANG COAL MINE EREEE

14 km south of Liulin County and the mining right area
extended over 6.08 sg. km and spans 6.8 km east to west and
3.4 km north to south

Operation commenced in 1996
Suspended normal production since the second half of
2017 because of undergoing construction. Resumed normal

production in the second half of 2019

Annual approved raw coking coal production capacity: 1.75
million tonnes

Operate a coal preparation plant with annual designed input
processing capacity of 3.0 million tonnes (put into operation in

June 2009)

Mainly production of semi-hard coking coal

R BEARI4RE - REEREBL
6.08F A2 - RAMEE6SRE » FdbiAEE
3408

R—NNARFRREE

ELFTHFFRETIREREE -
=

= -
Jrap NETHEFEERNEE

TEFREREER

D 1758 WA

1S —RE AR R3008 M 2 M (7 =
ZETNFENARE)

TEAEFEER




OPERATING MINES (continued)

ZHAIYADI COAL MINE

e 16 km southwest of Liulin County and the mining right area
extended over 13.9 sq. km and spans 5.5 km east to west and
5.0 km north to south

e Operation commenced in 1988

e Annual approved raw coking coal production capacity: 1.75
million tonnes

e  Operate a coal preparation plant with annual designed input
processing capacity of 2.1 million tonnes (put into operation in

the 4th quarter of 2010)

e Mainly production of semi-hard coking coal

T-NFFR BHELERKERRAF 9

ZER 2 HIE @

®ERKR

o WAMFRBATEICAR  REREEHRL
139FF AR - REMAES.SAE - MiiAE
50R8

o R—ANNFRREE

o REFREBAERSN 17580

o B —EAEA2108ME 2 HEBR M =
T -TDEFNEERE)

o IEAENEER
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OPERATING MINES (continued) SER KT ®

COAL CHARACTERISTICS B

e Located within the Lishi-Liulin mining area of Hedong coalfield, o fzpAERERZBUER @ ZE ATRED
one of China’s key reserve areas for high-quality hard coking BEHECFEFERE 2 — -
coal.

e Regarded as “panda coal” because of its scarcity and high o HREBAEUENSEEEE W2 AIREH
economic value. Bl

e The Group’s coking coal is of particularly good quality due to o AE£EBZEEERES MELEMR - LK

its high calorific value and caking index but low ash and sulfur MEBROE  mEEE - fIEFTHESAR

content, characteristics that are highly desirable for coke and FEER RN -

steel making.

Basic Operating Mines
Major Coal Quality Characteristic EE# R EE415E HE EED 2 HE
Seam W No. 4 No. 5 No. 9
455 55% 955k

Moisture (%) K5 (%) Ad 0.9 0.3 0.7
Ash (%) K5 (%) D 11.3 10.1 104
Sulfur Total (%) BERRE (%) D 0.36 0.85 1.65
Volatile Matter (%) BEY2E(%) Daf 21.6 23.4 18.7
Fixed Carbon (%) & 7% (%) Ad 68.6 67.0 72.1
Calorific Value (Kcal./kg) BRE(FR/Fr) Gr.v.d 7,500 7,200 7,540
Caking Index (G) ThAE IR ER(G) 86 75 72
Source:  John.T. Boyd report as of 31 December 2007 BRFR : ST HBEARBEEZY -_ZT+F+=-A

=t—HZHE




OPERATING MINES (continued)

RESOURCES AND RESERVES/OUTPUT

T-NFFHR BHEBELERSERR2A7 11

ZER 2 HIE @

Operating Mines

EEhZRE
Xingwu Jinjiazhuang  Zhaiyadi Total
iz ERHE EER HEE
Resources and Reserves ERENRE
In-Place Resources as of HE—_Z2+tF+=-_A=+—H
31 December 2007 (Mt) 2R E RS (HENE) 63.23 64.18 78.34 205.75
Recoverable Reserves as of BHE-_ZTZt+F+-_A=+—H
31 December 2007 (Mt) ZARFEE (8
— Proven reserves -BERE 11.11 20.78 13.32 4521
— Probable reserves - ARG E 35.23 23.02 38.89 97.14
Total proven and probable HE-_ZTTt+F+=-A=+—H
recoverable reserves as of ZHREBENIBEAREHEE
31 December 2007 (Mt) (B &) 46.34 43.80 52.21 142.35
Less: Total raw coking coal output  J& - —ZEZNFE2=_T—NF
in 2008 to 2019 (Mt) ZRERBEES (BB (20.67) (15.69) (26.50) (62.86)
In-Place Resources as of BE-_Z-hE+=-A=+—H
31 December 2019 (Mt) (NB) ZR#ERE(BEW F) 42.56 48.49 51.84 142.89
Recoverable Reserves as of BE-Z—hE+=-A=+-—H
31 December 2019 (Mt) (NB) ZARFE(EEW) () 25.67 28.11 25.71 79.49

NB: Resources and reserves have taken into account the coal reserves of the
Operating Mines prepared by John T. Boyd Company, an independent
mining and geological consultant, as of 31 December 2007, in
accordance with the JORC Code, after deduction of the total raw coking
coal output for the period from 1 January 2008 to 31 December 2019.

T BRERFBEDH KB IUFERNEBRLAS
TIEARIREIORCHEEMEE E£2007F12A31
HIE&ER Z EENFEERENR2008F1A18E
2019F 12 A3THEMNRERKBEEMETE -
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CHAIRMAN'S STATEMENT

Dear Shareholders,

On behalf of the Board, | would like to present to the shareholders
the annual report of the Group for the year ended 31 December
2019 and to report to all shareholders the performance of the Group
for the year under review.

Global economic growth in 2019 was the slowest since the 2008
financial crisis, whilst populism and protectionism are gaining
momentum across the world, trade frictions are escalating and the
increasing geopolitical tension has further weakened the world
economic growth. The Sino-US trade negotiations have been stalled
for nearly two years and finally announced reaching a first-phase
agreement in December 2019. The handshake established a “buffer
zone"” for both countries and prevented expansion of the trade war
and further shockwave to the world economy. However, the signing
of the first phase of the agreement is not a substantive solution
to the root cause of the conflict between the two countries. The
Sino-US gaming is expected to exist for a considerable period of
time, bringing many disturbances and uncertain variables to global
economic growth.

China economy has slowed down in 2019 and stabilised at the end
of the year with an overall gross domestic product (“GDP") growth
6.1%. Among all the downstream industries of steel sector, although
infrastructure investments growth was lower than expectation, the
overall investment amount rebounded in 2019. On the other hand,
real estate investment was better than expected. Despite targeted
policies were implemented, real estate investment has shown
resilience, and new construction areas growth have continued
to grow but at a slow pace. Due to the increase of steel industry
concentration, steel output of 2019 reached a new high again. The
annual output of crude steel was nearly 1 billion tonnes, with a YOY
increase of 8.3%; annual output of pig iron was more than 800
million tonnes, with a YOY increase of 5.3%. As coking coal demand
grew, so did the supply. According to the statistics from sxcoal.com,
annual domestic supply of clean coking coal in 2019 was 470 million
tonnes, with a YOY increase of 3.6%; annual import volume of
coking coal was 74.65 million tonnes, with a YOY increase of 14.3%,
which is equivalent to an overall YOY 5.0% increase in total coking
coal supply. Supply and demand basically reached equilibrium in
2019. Coking coal prices showed a trend of high to low throughout
the year with a significant decline in the second half of the year. In
addition, due to the trade friction between China and the United
States, the exchange rate of the RMB fluctuated, and the exchange
rate of the RMB/HKD fell in 2019, which has negative impact on the
Group's 2019 results.

Annual Report 2019

TRBES

BHASAIRR

BERREFSERBEUBRREZEAEEEE_ZF
—NF+ZA=ZT-HLFEZFR  AAEL
BRERAEBHELBEFENEERR

“E-NFEHEERE _TT/\FLRBEHEIA
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BROMF  KRE_ZT-NF+-ASHEK
F-RERBESWE  HLETESBRNEERAS
HEHNEEREEERNE-—FRE - /TP
BRMEYTIREEHS] - B -HERHBENRE
WHEBENEBAMERENRETE - PRBEE
ZHEFAEMEE —RER  REXROKLBERTS
KT % TEMTHETE R -

—E-NFHRELEERRTT HFRAE 2
FERANEEEEC% HETE T HELY &
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e M2 FESTI10ENE - FHIERI.3% ;
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B ZE-NFERANBERERES47EE - F
hi2R3.6% : 2F 25T E D MREMT7, 46580 -
ELLER14.3% @ BNERARHESERLIERED
5.0% @ HERENZERFTE  EHEERE2FER
AR BEES  THFRIBAR - B4 —ZF—
NE AFEZEHERRE  ARBERKSE
K ARBHETEZRFRL TR EH_Z2—A
FEAEBNEENEEETE -



CHAIRMAN'S STATEMENT (continued)

As a result of our team'’s effort, under the current challenging market
situation, the Group is pleased to report that for the year under
review, the raw coking coal production volume of the Group was
4.41 million tonnes, with a YOY increase of 8%, the clean coking
coal production was 2.75 million tonnes, the sales volume was 2.70
million tonnes, with a YOY increase of 30% and 29% respectively.
The average selling price of clean coking coal (VAT included) was
RMB1,396/tonne, with a YOY decrease of 4%. For the year ended
31 December 2019, the Group’s revenue was HK$3.87 billion, with
a YQY increase of 5%. The gross profit margin was 51% and the
net profit attributable to the shareholders was HK$1.14 billion,
maintaining a steady growth.

Jinjiazhuang Coal Mine was granted a production permit in August
2019 and resumed to normal production gradually. The Group has
optimised the labor organisation to improve operation efficiency. By
optimising the coal mining and blending, we have strived to increase
the mining and processing recovery rate. Moreover, the underground
conveyor belt centralised control and automation system has entered
the pilot stage, which could further improve production efficiency in
the future.

Looking into 2020, the unexpected COVID-19 epidemic casts a
shadow over the stabilised Chinese economy and global economy.
World economic activities are severely suppressed, which will cause
greater disturbance to the global supply chain, weaken the global
economic growth and increase in downside risks. But we also see
that the Chinese government’s measures and efforts to combat the
epidemic have been widely recognised by the world. At present, the
epidemic in the Mainland China is basically under control. At the
same time, the Chinese government has begun to gradually introduce
various economic stimulus to the market which aim to reduce
financial stress by proactive fiscal policy, measures including: cutting
interest rate, fees and tax deferral and continuing to implement
similar measures; impose financial transfer payments in those areas
affected by the epidemic; increase fiscal expenditure by expanding
the scale of local government debt issuance. However, the recent
rapid spread of the epidemic overseas has exceeded anticipation and
its impact on the economies of other countries is likely to further
affect the Chinese economy due to the effect of board linkage. The
short-term market outlook is full of challenges and uncertainties.

ToNEER EEELEREEERAT 13
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CHAIRMAN'S STATEMENT (continued)

Since China is taking a more aggressive fiscal policy, we expect that
the infrastructure investments will have a faster growth in 2020.
Meanwhile, as different policies will be adopted in different cities,
real estate market will remain at a steady and health position. Under
the global trend of “decoupling”, China will also vigorously promote
domestic demand in medium and long term, especially in consumer
products such as automobiles and home appliances which have
been hit hard by the COVID-19 development recently. Therefore,
we expect that China’s steel and coking coal industry will rebound
after a decline in the beginning of 2020 and remain relatively stable
throughout the year. However, further development of the epidemic
overseas in short-term could create unexpected impacts on the global
economy and various industries.

Under the orderly work and production resumption policy
implemented by the nation, the Group’s Liulin three mines took the
lead in passing the inspection and resumed to production in the
mid of February 2020. The Group has imposed a series of epidemic
prevention and control measures. In the meantime, we have
adjusted the production schedule according to the new policies to
ensure we can reach our production promotion target this year with
Jinjiazhuang Coal Mine resumed in production. In this very time, the
Group's stable financial position and strong cash flow will become
an exceptional advantage to overcome current difficulties and
explore potential business opportunities. In response to the epidemic
development at home and abroad, the Group will timely adjust
our operating strategy in order to lower cost and expand revenue
stream. Last but not least, the Group will keep transforming to
“Intelligence mines” and continue to maintain the highest standards
in occupational safety, environmental protection and sustainability.

I would like to express my sincere thanks to the management team
and all the staff for their hard work and contributions. As a token
of our appreciation for the continued support and kindness of our
shareholders, the Board has proposed a final dividend of HK8.7
cents per ordinary share. Once more, | would like to express my
heartfelt gratitude again to our shareholders, management team,
employees and business partners for their support. Looking forward
to overcoming difficulties together and a bright tomorrow!

FEBREE @)

ERBARIE NGB BRI B - Bt =
E_TEHEEMERRENEEMNET S
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The key operational data of our three premium operating coking ~ AEBA A ILTEE MG = BEEMNED EETE
coal mines in Liulin County, Shanxi Province (Xingwu Coal Mine, (FEERE - T HKEBNEEERE SB[ =
Jinjiazhuang Coal Mine and Zhaiyadi Coal Mine, collectively referred #EDNEZRBEFEEREHEEZ T — \FRBHH
to as the “Three Mines”) for the year under review together with that T EZEZELBENT

of the same period of 2018 is summarised as follows:

For the year ended

31 December Change
BZ+=-A=+—H
I“HFEE 21t
Quantity/
Unit 2019 2018 Amount Percentage
HE
B —E-hE —ZT—)\F Ex-] BAL
Production volume: EE:
Mt
i R . : . . 9
Raw coking coal [REEHE = 4.41 4.07 +0.34 +8%
Mt
; EXC o,
Clean coking coal FEERE = 2.75 2.12 +0.63 +30%
Sales volume: HE:
Mt
i REE e b : -0. -849
Raw coking coal [REEHE = 0.12 0.74 0.62 84%
Mt
: EXC o,
Clean coking coal FEERE = 2.70 2.10 +0.60 +29%
Average realised selling price ¥ &EHEE
(inclusive of VAT): (Z18EH) -
RMB/tonne
i =t / 9
Raw coking coal [REEHE N 864 786 +78 +10%
Clean coking coal TR RMB/tonne 1,396 1,451 -55 -4%

AR¥ /W
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

BUSINESS REVIEW (continued)

For the year ended 31 December 2019, the Group produced
approximately 4.41 million tonnes ("Mt”) (2018: approximately
4.07 Mt) of raw coking coal, representing a year-on-year (“YoY")
increase of 8% and also the production volume of clean coking
coal increased to approximately 2.75 Mt (2018: approximately 2.12
Mt), representing a YoY increase of 30% as a result of increase in
production volume of raw coking coal by approximately 0.34 Mt
and significant reduction of sales volume of raw coking coal by
approximately 0.62 Mt. Due to the upgrading in mining technologies
and the resumption normal production of Jinjiazhuang Coal Mine
gradually in August 2019 which offset the negative effect of
the implementation of new production restriction policies such
as limitation of number of mining work platforms, our raw coal
production volume was increased by 8% YoY in 2019.

In line with the increase in production volume of clean coking coal,
the sales volume of clean coking coal also increased sharply by
29% YoY even though sales volume of raw coking coal dropped
significantly by 84% YoY during the year under review. This is in line
with the Group’s long-term strategy to concentrate on clean coking
coal sales. Sales of raw and clean coking coal accounted for 3%
and 97% of the Group's turnover respectively for the year ended 31
December 2019. They accounted for 16% and 84% respectively for
the year ended 31 December 2018.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

BUSINESS REVIEW (continued)

In the first half of 2019, the market prices of coking coal rose YoY.
However, following the impact of the economic growth slowdown
in the Mainland China, the market prices of coking coal have
been falling since the second half of 2019. For the year ended 31
December 2019, the Group's average realised selling price (inclusive
of value added tax “VAT") of raw coking coal increased by 10%
YoY to Renminbi (“"RMB") 864/tonne when compared with that of
the same period of 2018 (2018: RMB786/tonne) and the Group’s
average realised selling price (inclusive of VAT) of clean coking coal
decreased by 4% YoY to RMB1,396/tonne when compared with that
of the same period of 2018 (2018: RMB1,451/tonne). The selling
price of our raw coking coal was decreased in line with market. But
the average realised selling price of our raw coking coal increased
YoY mainly because of the increase in selling proportion of hard raw
coking coal with higher selling price during the year under review.
On the other hand, the drop in average realised selling price of our
clean coking coal was slightly higher than market price because of
the decrease in selling proportion of No.1 clean coking coal with
higher selling price during the year under review. In terms of its sales
volume, sales of hard and semi-hard raw coking coal accounted for
85% and 15% (2018: 11% and 89%) of the total raw coking coal
sales volume respectively for the year ended 31 December 2019. In
addition, sales of No.1 and No.2 clean coking coal accounted for
37% and 63% (2018: 46% and 54%) of the total clean coking coal
sales volume respectively for the year ended 31 December 2019.

T-NFFHR BHEELEREERRAT 17
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW

For the year ended 31 December 2019, the Group recorded a
turnover of approximately Hong Kong Dollars (“HK$") 3,869 million,
representing an increase of approximately HK$183 million or 5% YoY
as compared with that of approximately HK$3,686 million for the
same period of 2018. The increase in turnover was mainly driven by
the rise in overall sales volume of coal products, the positive impact
of which has partially overridden by the decrease in average realised
selling prices of clean coking coal by 4% YoY and the drop in average
RMB exchange rate for the year under review.

For the year ended 31 December 2019, the total turnover to the
top five customers accounted for 74% (2018: 72%) of the Group’s
turnover. Of which, the total turnover to the largest customer
accounted for 31% (2018: 24%) of the Group's turnover.

For the year ended 31 December 2019, gross profit margin was 51%
while 52% for the same period in 2018. Gross profit was increased
by approximately HK$88 million or 5% YoY.

For the year ended 31 December 2019, the Group recorded a net
profit of approximately HK$1,176 million and profit attributable
to the owners of the Company (the “Owners”) of approximately
HK$1,140 million. Suffered from the depreciation of RMB average
exchange rate by approximately 4% YoY, the net profit and profit
attributable to the Owners derived from the Group’s coal business,
which RMB is its functional currency, reduced by approximately
HK$45 million and approximately HK$44 million YoY respectively. In
addition, during the year under review, the Group had also made a
one-off non-cash write off of property, plant and equipment mainly
in relation to the carrying amount of underground mining structures
of the upper coal seam of Jinjiazhuang Coal Mine upon its closure
amounted to approximately HK$129 million.

Excluding the impact on aforesaid exchange rate and the one-off
written off, the Group would record a net profit of approximately
HK$1,318 million and profit attributable to Owners of approximately
HK$1,247 million, increased by approximately HK$166 million and
approximately HK$147 million YoY respectively.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)

During the year under review, save for the growth of coal business,
the Group also recorded (i) an increase in dividend income generated
from financial assets of approximately HK$19 million YoY; (ii) the
increase in income from sales of by-products by approximately HK$29
million YoY as a result of the increase in sales volume of by-products
being produced in the process of production of clean coking coal
products and the increase in its selling prices because of direct sales
to end-users; and (iii) the reduction in net foreign exchange loss by
approximately HK$11 million YoY as a result of the realised exchange
gain of approximately HK$21 million arose from the exchange of
RMB and US$ into HK$ at good time which partially offset the
effect on the depreciation in RMB exchange rate by 2.65% as at
31 December 2019 when compare with that as at 31 December
2018 (2018: depreciation in RMB exchange rate by 4.56% as at 31
December 2018 when compare with that as at 31 December 2017).

During the year under review, basic earnings per share was HK21.51
cents (2018: HK20.76 cents).

The Group recorded adjusted EBITDA of approximately HK$2,221
million (2018: approximately HK$2,028 million) and generated
a positive cash flow of approximately HK$1,922 million (2018:
approximately HK$1,643 million) from our operating activities during
the year under review.

As at 31 December 2019, the Group continues to maintain a
healthy financial position and has free bank balances and cash
of approximately HK$4,762 million (As at 31 December 2018:
approximately HK$4,307 million). The increase in bank balances and
cash is mainly due to the increase in cash inflow generated from
operating activities during the year under review. The Group earned
the return on cash resources amounting to approximately HK$128
million (2018: approximately HK$124 million) during the year under
review.

T-NFFHR BRRLERKEBRAT 19
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MANAGEMENT DISCUSSION EEEmil
AND ANALYSIS (continued) B 2 T ()
FINANCIAL REVIEW (continued) Bt %5 [0 jéE (48)
Cost of Sales SHE R A

During the year under review, cost of sales was approximately REIBEFEER @ HERAH18.81EE T &=
HK$1,881 million, representing an increase of approximately Z— /\FERHI%17.86(E5 T LFHEIMNL9,500
HK$95 million or 5% YoY, as compared with that of approximately &L 5% ° &K AL I12 AR EE AL
HK$1,786 million for the same period of 2018. The increase in cost B B R £ 28 S 18 h1 AN G ME R f= A AN AT
of sales was due to the increase in actual usage volume of raw coking  $ZINFTER - BBH G MNHE FH AR E R EAHTIE
coal for sales and also increase in unit production cost of raw coking 4 °

coal, of which partially offset by the depreciation in RMB average

exchange rate.
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MANAGEMENT DISCUSSION BEEmil
AND ANALYSIS (continued) 52 7 47 ()
FINANCIAL REVIEW (continued) B % [B1 E ()

Cost of Sales (continued) HERA (&)

The unit production costs are summarised as follows: B EERARENT

Unit: RMB/tonne
B AR¥E WA

For the year ended

31 December Change
BE+=-A=+—H
LFE 21t
2019 2018 Amount Percentage
—E-hE —ZT—N\F &8 BO
Production cost of raw coking coal JREEE 4 &k A& 352 337 +15 +4%
Less: Depreciation and B T RS
amortisation (74) (62) +12 +19%
Cash production cost of raw Re REFREERR
coking coal 278 275 +3 +1%
Less: Uncontrollable costs — JB - ANATIRBIERR —
resources tax and levies BREMSE (57) 61) -4 7%
Total CEl 221 214 +7 +3%
Processing cost for clean coking ~ fEEEINTE
coal 53 61 -8 -13%
of which, depreciation Heh e 1) (15) -4 -27%

Included in cost of sales, amortisation of mining rights was (EZT-NF+ZA=+—HILFE  BEE
approximately HK$195 million for the year ended 31 December 2019,  $5&R AN AR ERIEEE A1 95EBHE L & - F
representing an increase of approximately HK$42 million or 27%  — /\SFREH41.53EE T - HFEIN4)4,200875
YoY, as compared with that of approximately HK$153 million for the  7T27% - REIEEE R @ HEEHHEENTE
same period of 2018. The increase in amortisation of mining rights EHEMANERREFEEL N -

was mainly due to the increase in actual usage volume of raw coking

coal for sales during the year under review.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)
Cost of Sales (continued)

The increase in unit production cost of raw coking coal by 4% YoY
was mainly attributable to the temporary high unit production cost
derived from Jinjiazhuang Coal Mine. It was resulted from the low
production level of Jinjiazhuang Coal Mine as it resumed production
in August 2019.

In addition, the Group faced pressure on the rising costs such as
increase in electricity and sewage charges by RMB4/tonne because
of the implementation of various environmental protection policies
and increase in labor costs. On the other hand, the reduction of cost
was resulted from implementation of the effective cost control by the
Group such as (i) the decrease in material cost by RMB3/tonne YoY
due to the strengthen material management; (ii) the reduction on
levy of environmental restoration fund by RMB3/tonne YoY; and (iii)
the decrease in mining surface moving fee by RMB1/tonne YoY.

In addition, the unit processing cost of clean coking coal also
decreased by 13% YoY as a result of the effective cost control and
the increase in clean coking coal production volume by 30% YoY.

Gross Profit and Gross Profit Margin

As a result of the reasons above, gross profit was approximately
HK$1,989 million for the year ended 31 December 2019, representing
an increase of approximately HK$88 million or 5% YoY as compared
with that of approximately HK$1,901 million for the same period of
2018. Gross profit margin was 51% for the year under review and
52% for the same period of 2018.

Interest Income

During the year under review, interest income was approximately
HK$137 million, representing an increase of approximately HK$13
million or 10% YoY as compared with approximately HK$124
million of the same period in 2018. The increase in interest income
was the result of the higher return derived from the effective cash
management for the year under review.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)
Other Income and Gains/(Losses), Net

During the year under review, other income and gains/(losses),
net were approximately HK$100 million, representing a significant
increase of approximately HK$64 million or 178% YoY as compared
with approximately HK$36 million of the same period in 2018.
Excluding the impact of net foreign exchange loss of approximately
HK$17 million (2018: approximately HK$28 million) during the year
under review, other income and gains/(losses), net was increased by
approximately HK$53 million, was mainly attributable to increase in
income from sales of by-products by approximately HK$29 million
or 107% YoY as a result of the increase in sales volume of by-
products being produced in the process of production of clean coal
products and the increase in its selling prices because of direct sales
to end-users; and the increase in dividend income amounted to
approximately HK$19 million or 51% YoY generated from financial
assets during the year under review.

Selling and Distribution Expenses

During the year under review, selling and distribution expenses
were approximately HK$250 million, representing an increase of
approximately HK$41 million or 20% YoY as compared with that of
approximately HK$209 million for the same period of 2018. Selling
and distribution expenses mainly included the trucking fee for short
distance to trains and transportation costs by trucks for sales of clean
coking coal. The increase was mainly due to the increase in sales
volume of clean coking coal by trains and trucks by approximately
350,000 tonnes during the year under review.

General and Administrative Expenses

During the year under review, general and administrative expenses
were approximately HK$182 million for the year ended 31
December 2019, representing a decrease of approximately HK$23
million or 11% YoY as compared with approximately HK$205
million for the same period of 2018. Save for the depreciation in
average RMB to HK$ exchange rate resulting in reduction of RMB-
denominated expenses when translated into HK$, the decrease is
mainly attributable to the continuous implementation of cost control
measures.

EEEmil
Ed 73 47 (@)

5t %5 o jEE (4R)
Hit W AR W& (B8) - B8

REEFERN  EMWARKE(EB1E) @ 558
491.0088 7L - =T — \FRH%3,6008E T
R RIEIENN476,4008 80k 178% ° MR E
BT E MBS RN TE K18 F88491,7008 8 T
(ZZ—)\F : 92,8008 B D)W E  DEFE
A Bl A RS (B518) - FERIE IN4Y5,300
BB FTEREEREEMENEERIESHY
MEEERMEETFTEEAFPFEEELA  HEIE
ma U A RIS AN 492,900 8 8 088107 % » LA R4
B 758 E S AR B AR AR I I14Y1,9008 B L ek
51% °

HERDHEAX

REBEFEA - HERDHEMEZL2.50F8 T -
BT \FREH2.09EE T RFEMY
4,100887L5k20% @ HERDHAXFEBRE
HEBEEMEEAMAEEHBREEESE &
EMFEFERREBEFEANANBERESEBENE
FE B GH S 12 N%)350,000MAFTEX ©

—BRETHRER

REBFEAR  —RERITEERN1.82(88T
BT~ \FRBL2.05E8 TR FR 492,300
BATH11% - BRFHGARBERRFRERET
ZUAARBFHENERTEBTIITIKZERD
S R EBRFFEEITESI KA



24 SHOUGANG FUSHAN RESOURCES GROUP LIMITED Annual Report 2019

MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)
Other Operating Expenses

During the year under review, other operating expenses were
approximately HK$146 million, representing a sharply increase of
approximately HK$140 million YoY as compared with approximately
HK$6 million for the same period of 2018. The significant increase
in other operating expenses is mainly due to the one-off non-
cash write off of net carrying amount of the related underground
mining structures of the upper coal seam of Jinjiazhuang Coal Mine
amounting to approximately HK$129 million. For undergoing the trial
production of the lower coal seam of Jinjiazhuang Coal Mine, the
well entrance of the upper coal seam was closed down at the same
time. Thus, net carrying amount of the related underground mining
structures of the upper coal seam was written off.

Finance Costs

During the year under review, finance costs were approximately HK$5
million (2018: nil). The finance costs amounted to approximately
HK$4 million (2018: nil) were derived from the early redemption of
bills receivables of the Group for the short-term financing during the
year under review. The remaining balance was the interest expense
on lease liabilities recognised under the adoption of HKFRS 16.
During the year under review, no borrowing costs (2018: nil) were
capitalised in the construction in progress.

Income Tax Expense

During the year under review, it was recorded income tax expense
of approximately HK$457 million (2018: approximately HK$488
million), of which approximately HK$49 million (2018: approximately
HK$65 million) represented the provision of withholding tax of 5%
on the dividend to be declared from the Group’s major subsidiaries
incorporated in the People’s Republic of China (“PRC") (“major
PRC subsidiaries”) in accordance with the relevant tax regulations in
the PRC. The enterprise income tax rate for the Group’s major PRC
subsidiaries is 25%.

EIEEmul
Ed 73 47 (@)

5t %5 (o0 e (4R
Hitb & EMX

REEFER  EMEERXM1.46188 T -
BT — \FREL 6008 TR F AIRIEINA
1 401878 TC - HM B BRI RIEEMETER R —

RIEFER S WIS SRR D AR R TR
ISR REFEL.298 T - 2 FHRIE
M TNEREABADES  E LEARF D BRE
BAEA - Hit - EAARMMEEA TRSEEYER
FED T AMH -

5 35 R AR
REEFER - BERALS008ET(ZF—N\
F ) REBEFER - £1400BET(ZZ—N

FE)RAEENAMRER CHIREMES
M ERA  SRESREFBVBREERF 16
FHERCEEREZMNEXE - REBEFEA
AEBEERA(ZE—NF ) BRREERT
2 e

FreBER

REBEFER - SEAEHERDHASTRET(Z

T—N\F : H4.88EBTT) + 44,9008 E T
(ZZF—)\F : #16,5008 % 0) A AEBNFEH

R ETEMBAR(ZERAMBARIZE
IR A D B AR A BB BE A BOE KIS % A
WMIBVEL 2 BHE - TEBRAMBRRZEEME
MK Z25% °



“E-NFFHR BERBELERKEARRAT 25

MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)

Owner’s Attributable Profit

By reasons of the foregoing, the profit attributable to the Owner
during the year under review was approximately HK$ 1,140 million, an

increase of HK$40 million or 4% YoY, while approximately HK$ 1,100
million for the year ended 31 December 2018.

Material Investments and Acquisitions

During the year ended 31 December 2019, the Group had no
material investments and acquisitions.

Material Disposals

During the year ended 31 December 2019, the Group had no
material disposals.

Charges on Assets
As at 31 December 2019, save for disclosed below, none of the

Group’s assets was charged or subject to any encumbrance.

As at 31 December 2019, bank deposits of approximately HK$143
million and bills receivables of approximately HK$278 million were
used for securing bills facilities of approximately HK$412 million.

Contingent Liabilities

As at 31 December 2019, there were no guarantees given by the
Group.

Gearing Ratio

As at 31 December 2019, the Group had no borrowings. The gearing
ratio of the Group was 0% (As at 31 December 2018: 0%).
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)

Exposure to Fluctuations in Exchange Rates

As at 31 December 2019, other than assets and liabilities
denominated in Australian Dollars (“AUD"”) and RMB, the Group
had no material exposure to foreign exchange fluctuations. As at 31
December 2019, AUD and RMB were depreciated by approximately
1% and approximately 3% respectively, when compared to that
as at 31 December 2018. The aggregate carrying amount of assets
denominated in AUD represented approximately 5% of the Group's
net assets value as at 31 December 2019. Thus, such fluctuation in
AUD exchange rate is not expected to have any material impact on
the financial position of the Group. On the other hand, as the net
assets value of foreign operations denominated in RMB represented
approximately 71% of the Group’s net assets value as at 31
December 2019, the depreciation in RMB also led to an exchange loss
of approximately HK$330 million (other than the foreign exchange
difference recognised in profit or loss stated above) recognised in
the other comprehensive income upon translation of its net assets
in the financial statements of foreign operations in the PRC for the
year ended 31 December 2019. Nevertheless, the above exposure to
fluctuation in exchange rates did not have any material impact on the
financial position of the Group.

Liquidity and Financial Resources

As at 31 December 2019, the Group’s current ratio (total current
assets divided by total current liabilities) was approximately 2.61 times
and the Group’s cash and bank deposits amounted to approximately
HK$4,952 million, of which approximately HK$143 million was
deposited to secure bills facilities of same amount. The Group
continued to maintain a healthy net cash balance.

The Group has bills receivables amounting to approximately
HK$ 1,307 million (of which approximately HK$78 million represented
endorsed bills receivables and approximately HK$278 million was
used for securing bills facilities of approximately HK$269 million) as at
31 December 2019 that were readily convertible into cash, but would
be subject to finance cost upon conversion before the maturity.
Taking into account for the free bills receivables of approximately
HK$951 million, the Group’s free cash resources would have
approximately HK$5,760 million as at 31 December 2019.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)
Capital Structure

Total equity and borrowings are classified as capital of the Group.
As at 31 December 2019, the share capital of the Company was
approximately HK$15,157 million, represented approximately 5,302
million shares in number. During the year under review, there is no
change in number and amount of issued shares. The Group had no
borrowings as at 31 December 2019.

EMPLOYEES

As at 31 December 2019, the Group had 20 Hong Kong employees
and 4,882 employees in the Mainland China. The remuneration
packages of the employees are subject to annual review. The Group
provides mandatory and voluntary provident fund schemes for its
employees in Hong Kong and the state-sponsored retirement plan
for its employees in the Mainland China. The Group also provides
training to employees in the Mainland China. The Group has a share
option scheme. During the year under review, no share option was
granted or exercised.

SAFETY PRODUCTION AND ENVIRONMENTAL
PROTECTION

The Group has always been paying great attention to production
safety and environmental protection while achieving stable coal
production. Thus, the Group makes great efforts in promoting
safety management and strengthening measures for environmental
protection, aiming to build itself into a safety-oriented and
environmentally-friendly enterprise. The Group has complied with the
relevant environmental protection rules and regulations. The Group
fulfilled our responsibilities of energy saving, emission reduction and
environmental protection by strictly managing production procedures,
eliminating discharge of waste water and waste gas and controlling
vegetation damage, etc. in material aspects. All coal mines of the
Group have obtained necessary permission and approval from the
relevant Chinese regulators.

During the year under review, except infrastructure and construction
of the lower coal seam for Jinjiazhuang Coal Mine under acceptance
check of work in the first half of 2019 and the resumption of normal
production in August 2019, all coal mines of the Group operated
smoothly.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries in the Mainland China while the Company itself is
listed on the main board of the Stock Exchange. Our establishment
and operations accordingly shall comply with relevant laws and
regulations in the Mainland China and Hong Kong. During the year
ended 31 December 2019 and up to the date of this report, we have
complied with the relevant laws and regulations in the Mainland
China and Hong Kong.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group’s principal business activities are engaged in coking coal
mining, production and sales of coking coal products in the PRC.
As the Group's coking coal products are mainly used for refining of
coke which is the second largest raw materials for steel, our major
customers are steelmakers. The Group exposed to a variety of key
risks including financial risks (including market risk, credit risk and
liquidity risk), market price risk and operational risks. Details of the
aforesaid financial risks and risk mitigation measures are elaborated
in note 3 “Financial Risk Management” to the consolidated financial
statements.

The market price of coking coal is highly depended on the demand
of the downstream steel industry and the supply of coking coal.
During the year under review, coking coal prices have maintained at
a relatively high level in the first half and then fallen in the second
half. If coal price was reducing, the Group's results would be affected
directly.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

PRINCIPAL RISKS AND UNCERTAINTIES
(continued)

Operational risks include the estimation of remaining coal reserves,
the renewal of mining rights and the mining works. The lives of our
coal mines are highly depended on the estimated remaining coal
reserves and the possibility to renew the mining rights. Engineering
estimates of the Group’s coal reserves involved subjective judgements
by engineers that the inherent inaccuracy of technical estimation
exists. If the past estimates change significantly, the lives of our coal
mines would be shorter. In addition, the remaining license period
of the mining rights held by the Group range from around 13 to 23
years which are shorter than the estimated useful lives of the coal
mine estimated by the Group. If the Group is unable to renew the
license of the mining rights from the relevant authority continuously,
the respective mine may need to be closed down. Nevertheless,
according to our past experiences and with our competent
management team, we have renewed our mining rights at minimal
charges in the past years. Mining works would become difficult and
the environmental standards would be increased, resulting in rise in
mining costs in the future.

RELATIONSHIPS WITH KEY STAKEHOLDERS

The Group's success also depends on the support from key
stakeholders which comprise employees, customers, suppliers and
shareholders. Employees are regarded as the most important and
valuable assets of the Group. Details of employees are disclosed
above under “Employees”.

Customers

The Group'’s principal customers are steel manufacturers. For the
year ended 31 December 2019, the total turnover to the top five
customers accounted for 74% (2018: 72%) of the Group's turnover,
of which, the total turnover to the largest customer, Shougang
Group, accounted for 31% (2018: 24%) of the Group’s turnover.
We have maintained a long and good co-operation relationship with
these top five customers. We possess our competent sales team to
establish various means to strengthen the communications between
the customers and the Group.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

RELATIONSHIPS WITH KEY STAKEHOLDERS
(continued)

Suppliers

The Group's principal suppliers are material vendors and contractors.
The Group will continue to derive cost effectiveness by tendering,
negotiating, improving the purchase system and developing new
suppliers. In the meantime, various means have been established to
maintain the quality of material and construction.

Shareholders

Shougang Group is the largest customer of the Group. To maximise
shareholders’ interest is one of the corporate goals of the Group.
The Group will continue to enhance production management, cost
control and strive to increase our production capability, resources and
reserves through acquisitions to improve the Group’s profitability in
order to create better value for our shareholders.

FUTURE PROSPECTS

China has achieved GDP growth of 6.1% in 2019, within the
expected growth target of 6.0% to 6.5%. However, the growth rate
declined gradually throughout the year due to number of domestic
and international factors. The Chinese government reiterated the
“Housing is not for Speculation” position, indicating the government
will not boost the economy in the short-term by means of real estate
industry. In 2019, the National Real Estate Development Investment
was RMB13 trillion, a 9.9% growth YoY. Real estate industry is the
major pillar to support the demand of steel. Its growth slowdown led
to a weakening demand along the steel and coking coal products
supply chain. In addition, the import volume of coking coal has
increased significantly in 2019. The increase in supply growth rate
has led to the decline in the prices of coking coal products in 2019.
Especially, price declined in the second half of 2019 was more
obvious.

EIEEmul
Ed 73 47 (@)

HIERNENEERE

HER

AEENTEHEE /MR MEER - K
SESEERBIRE  HH - TERBEIERFA
A HERAESR AN D - YR EBIR
RRBAERKBOM A MEEERERE

R

BEEERAEENZRATP - REME&ZAL
RASENEERRZ— - AEESEENRE
EETE - pRAERSIANE 5 EUE B W B g I
PIVEERE N - BRMEFE  HURSAEEN
ERgEN  RRRAIEEZERE-

RREE

FR-FE-NFHNBRRNEERELRE6.1% &
£6.0%E6.5%MTEHHEIEZE  BEXHANINZEY
EBR2FRREL T - PRBRTABRESRFE
T | EHET E'*{i C RETEEHEERSE
HRR B B FEL - —hE2BEEMER
BHEEIBBRERITARE  FAHIERII% - FHIE
ERMEHE RMWE - KA - HIZREIEtHE
THEMEREXENT RS N2 RERE

—?

AEAE  ARHEER  EXEREREME
—NETHFRIERA



MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FUTURE PROSPECTS (continued)

Looking forward to 2020, China and the United States have officially
signed the first-phase trade agreement in which the United States
will cancel part of the tariffs previously and suspend additional tariffs
imposed on China. Although trade frictions between two countries
have reduced temporarily, the outbreak of COVID-19 that spreads
across the World has added uncertainty to global economy. Both
Chinese and global GDP growth will obviously slow down. If the
COVID-19 continues to spread, it may impact the global economy
severely and dramatically.

Despite China economic growth will inevitably be affected by the
epidemic in the first quarter of this year, the Chinese government
has begun to accelerate investment and adopted more proactive
fiscal measures to boost economic growth which will have positive
effect on the demand side growth for the steel industry this year.
On the other hand, since 2019, Chinese government has vigorously
promoted infrastructure investment to ensure economic growth and
stabilise employment. Local government debt issuance exceeded
RMBA4 trillion, a scale much greater than that in 2018. The special
debt issuance reached trillions of RMB in the middle of March
this year, together with leverage, this will drive more fund to
infrastructure investments. We expect the funding will be in place
and infrastructure projects will gradually be launched this year, which
will help to promote the demand for steel and coking coal products.

As the upstream industry of steel sector, coking coal sector is
benefited not only from the continuing structural reform of the
sector, but also the economic policies from the Chinese government.
Therefore the prices of coking coal products are expected to
remain relatively stable. However, factors such as the COVID-19
development, the progress of next stage of trade negotiation
between China and the United States, and the upcoming United
States Presidential election might still cause uncertainties and huge
pressure on the global economic development and investment
sentiment. We remain cautious about future coking coal and steel
prices.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FUTURE PROSPECTS (continued)

The Group’s Jinjiazhuang Coal Mine was officially resumed
production in August 2019. Due to the COVID-19, all domestic mines
must pass the inspection upon resumption of production after the
Lunar New Year holidays resulting in the suspension of production
temporarily. Currently, our three coking coal mines have taken the
lead in resuming the production in mid-February 2020. The Group
expects that the overall raw coking coal output will gradually return
to normal levels and will increase output accordingly compare to that
of 2019.

As an Excellent Enterprise with Advanced Capacity selected by the
Shanxi Provincial Government, we have maintained a good record in
occupational safety for many years. We will continue to strengthen
production safety, introducing cutting-edge technologies, improving
environmental protection measures to ensure smooth production,
cost control and enhance production efficiency. In this very time, the
Group's stable financial position and strong cash flow will become
an exceptional advantage. In response to epidemic development at
home and abroad, the Group will timely adjust our operating strategy
and identify potential investment opportunities. Looking at 2020, the
Group will continue to maintain stringent corporate governance and
leverage our competitive advantages to create greater value for our
society, shareholders and employees.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

This Environmental, Social and Governance (“ESG") Report is
designed to allow shareholders, investors (including potential
investors) and the public to have a more comprehensive and
profound understanding of the work done on environment, social
and governance area of the Group. This report elaborates the
philosophy and practice in respect of social responsibility and the
achievements of the Group it has made in economic, environment
and social aspects. The Group primarily adopts the principles and
basis of “Environmental, Social and Governance Reporting Guide”
set out in Appendix 27 to the Listing Rules as its standards, with
an aim to establish a sound environmental, social and governance
structure. The Board believes that a sound environmental, social
and governance structure is vital for continued sustainability and
development of the Group’s activities. The Group is willing to take
more responsibilities for the society but with a view to balancing the
shareholders’ interests and the society’s benefits.

SCOPE OF THE REPORT

The Group's principal activities are engaged in coking coal mining,
production and sales of coking coal products in the People’s Republic
of China (the “PRC"). This report mainly covers the operations of the
Group’s major subsidiaries in Liulin County, Shanxi Province, which
are engaged in operation of three premium coking coal mines and
the associated coal preparation plants for the production of raw and
clean coking coal.

REPORTING PERIOD

Reporting period is from 1 January 2019 to 31 December 2019.

SCOPE OF THE CONTENT

This report focuses on the major aspects in environmental and
social issues of the Group. For governance section, please refer to
“Corporate Governance Report” on pages 57 to 88 of the Group’s
2019 Annual Report.

REPORTING GUIDELINE

This report is prepared in accordance with the “Environmental, Social
and Governance Reporting Guide” set out in Appendix 27 to the
Listing Rules.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

REPORTING FREQUENCY

This report publishes on a yearly basis.

MANAGEMENT OBJECTIVE

The Group firmly believes that an effective environmental, social and
governance system will help achieving sustainable development and
sharing value of sustainability in the economic, environmental and
social dimensions with its stakeholders.

The Group has integrated its objective of sustainable development
into daily operation, through by enhancing resource efficiency,
reducing pollutant emission and resources consumption and
strengthening safe production measures as its fundamental
operational policies.

Going beyond the pursuit of economic benefits, the Group
has also proactively participated in charitable activities to make
contribution to the society, devoting itself in promoting the local
economic development and building a harmonious relationship
with community. The Group reviews its environmental, social and
governance system on a regular basis to ensure effective undertaking
of its social responsibility.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

MANAGEMENT ACTIONS

In the preparation of this report, the Group has adopted four stages
approach on environmental, social and governance system, namely
identification and analysis, assessment and sorting, verification and
review, rectification and retrospect. By means of which, the Group
has identified 15 key issues in its social responsibility.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

STAKEHOLDERS ENGAGEMENT

The success of the Group is underpinned by close communication

and cooperation with its stakeholders.

Stakeholders
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Provide customised products and
services
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STAKEHOLDERS ENGAGEMENT (continued)

Stakeholders Communication channel Issues concerned
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The Group’s responses

B E BEEE BiEEE EEDE
Suppliers Annual tender announcement  Open, fair and justice procedures Ensure tender process open and
transparent
HEn FREEBEQE R AT RIEMER BRBREBENERE
Specific project announcement Sharing technological outcomes  Prioritise in introducing technology
of costs control and efficiency
enhancement
BEEBER RS B R A BB S| AR AIE R
Conference of special
technological topics
@RI EE
Community Town/village visits Environmental protection Implement the environmental
organisation protection policy
FR B A NEERE RERIE BMITIRIRIBUR
Community engagement Charity activities Promote the charity works
H@EE NGV MBS EE
Prioritise the employment Provide employment opportunities
MEEEL R EHE
THE ECONOMICAL RESPONSIBILITIES OF THE AEENKEBEE

GROUP

The Group’s principal business activities comprise coking coal mining,
production and sales of coking coal products in the PRC. Through
the Group’s major subsidiaries in Liulin County, Shanxi Province, it
operates three premium coking coal mines and their associated coal
preparation plants for the production of raw and clean coking coal.

During the reporting period, the production volume of raw and clean
coking coal of the Group were approximately 4.41 million tonnes and
approximately 2.75 million tonnes respectively, and the sales volume
of raw and clean coking coal were approximately 0.12 million tonnes
and approximately 2.70 million tonnes respectively. Turnover of the
Group was approximately HK$3,869 million.

The Group shared its profits to shareholders during the reporting
period, of which, 2018 final dividend and 2019 interim dividend paid
to shareholders total amounting to approximately HK$901 million,
staff costs (including employee benefit expenses) amounting to
approximately HK$712 million and income tax paid of approximately
HK$440 million to the government.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

PRODUCT LIABILITY

The Group has been committed to maintaining sustainable supply,
stable quality and privacy of customers.

Through setting up safety and quality standards, the Group has
developed and formulated a comprehensive set of system and
method for safety and quality management. Its premium coking coal
mines under continuous production having been awarded “First
Class Certificate for Safety and Quality Standardisation” or “Second
Class Certificate for Safety and Quality Standardisation”. These
certifications enable production safety in the coal mines and keep
safety in a stable and improving level.

Quality of coking coal is the key to the Group’s stable development
and also a warranty to the Group’s good reputation. The Group
has a quality and technology centre in place to strengthen
management of coal quality and coal preparation. By strengthening
the examination and management of coal quality and timely
transmission of information about product standards, the Group
uses such information to guide production, and also provide reliable
decision-making basis for sales of products. The “Measures of Coal
Products Quality Examination” has been continuously optimised by
the Group, in which both national and industrial standards have
been incorporated, and under the management of the coal quality
management department.

The "Confidentiality Policy in Sales Transactions” has been set up
to prohibit release of sales related information such as documents,
contacts, and statistics by the relevant staff. During the reporting
period, the Group had neither experienced any product recall due to
safety and health issue, nor received any material complaint regarding
our products and services.

SUPPLY CHAIN MANAGEMENT

Reasonable procurement price, stable and timely supply, high quality
products and services and willingness to bear social responsibility
are the basic criterions for the Group to select qualified suppliers.
The “Procurement Management Policy” has been formulated by the
Group so as to apply the same set of standards when introducing
new suppliers and conducting regular selective inspection and review
on the existing suppliers. Supplier who does not meet the standards
shall lose its eligibility to become a qualified supplier.

To ensure transparency of the Group’s procurement activities and
to enhance a corporate image of fair, open and justice, the Group’s
procurements are mainly carried out through tender which is under
the supervision of the Tender Committee.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

ANTI-CORRUPTION

The Group has placed high emphasis on professional conduct and
integrity of the employees. The “Staff Code of Conduct” and all
administrative rules have expressly specified the values, visions and
guidelines for maintaining honesty and corresponding operation
guidelines. The Group has specially laid down the “Administrative
Measures in respect of Prevention of Occupational Crimes” to
advocate anti-corruption and honesty, strengthen scrutiny of and
restrictions on authority, build up anti-corruption system and
capitalise on the effect of disciplinary restraints.

During the reporting period, the Group’s all department managers or
above had signed “Leading official being incorrupt when discharging
duties undertaking agreement”.

HEALTH AND SAFETY

Production safety is the first priority of the Group. Through
establishing and operating a safety production entity, the Group has
regulated the safety management system, and optimised the systems
with respect to management, technology and assessment and
evaluation. In line with the belief of “Safety is the Best Blessing for
Employees and the Greatest Efficiency for the Enterprise”, the Group
enhanced the production safety standards. By strengthening the
special rectification of safety supervision, gas, flooding prevention,
electrical and mechanical and transportation, and roof management
and reinforcing the safety training and skills competition for all staff,
the Group has standardised and systematised the safety management
which laid a solid foundation for safety production.

In accordance with the “Production Safety Law of the People’s
Republic of China” and the “Safety Regulations in Coal Mine”, the
Group has firmly performed its responsibility to maintain safety in the
coal mines by strictly executing operational rules of safety and the
relevant systems and regulations, tracking inspections, conducting
stringent evaluation and implementing strict but fair reward and
punishment scheme. As a result, a standardised, normalised and
dynamic management model is formed. In accordance with the
independent safety management model of “Self-discipline at Position,
Safety production at Team, Self-governance at Regional Unit”, the
Group has strengthened regional unit and team formation, thus the
safety foundation is being implemented.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

HEALTH AND SAFETY (continued)

Pursuant to the rules in respect of prevention of occupational diseases
under the “Safety Regulations in Coal Mine”, the Group has set up a
function especially responsible for the prevention and management
of occupational disease in coal mines. With appropriate facilities and
measures, the employees have been well protected from occupational
diseases. The prevention and control of occupational diseases have
been safeguarded by mass surveillance.

During the reporting period, its coking coal mines under continuous
production having been awarded “First Class Certificate for Safety
and Quality Standardisation” or “Second Class Certificate for Safety
and Quality Standardisation” by the State Administration of Coal
Mine Safety.

During the reporting period, the Group had no work-related fatalities.

THE ENVIRONMENTAL RESPONSIBILITY OF THE
GROUP

Environment protection is an important issue in the Group's
operation policies. An “Environmental Management System” has
been established by the Group to define the responsibilities of
organisations and employees in all levels in respect of coal mine
resources, pollutants and use of resources and to serve as guidelines
for planning, prevention, governance and statistical analysis of
environmental protection activities. Reference is made to the
“Environmental Protection Law of the People’s Republic of China”
(PEARLNMBEIREREL)), the “"Atmospheric Pollution
Prevention and Control Law of the People’s Republic of China” ({/
= ARKEMBARE5EBRK)), the “Water Pollution Prevention
and Control Law of the People’s Republic of China” ((FPEE ARt
MBS AE)), the “Law of the People’s Republic of China
on the Prevention and Control of Environment Pollution Caused by
Solid Wastes” ((FRZE A R AN [E 8B RE Y5 L IRFEHIAE)), the
“Energy Conservation Law of the People’s Republic of China” ({#
EARKEMBELRLFE)) and the “Circular Economy Promotion
Law of the People’s Republic of China” ((FF#E AR £ R ERA
E{R L)) when formulating the “Environmental Management
System”. Meanwhile, online monitoring systems have been installed
over the emission ports as required by the environmental protection
department of the PRC for real-time supervision of the execution of
environmental protection policies by the Group.

During the reporting period, there was no material breach of any
national environmental laws and regulations by the Group.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

COAL MINE RESOURCES

By optimising the manpower arrangement, the Group has enhanced
mining efficiency and optimised coal mining and preparation, striving
to raise the mining recovery rate and washing yield of resources.
The Group has continued to achieve non-stop production in
Xingwu Coal Mine and Zhaiyadi Coal Mine upon changing working
face. The transformation of Jinjiazhuang Coal Mine from a mine
under construction to a mine in operation has also assured annual
production volume. By introducing an unattended centralized
belts operation system in all of the Group’s mines in operation
and gradually putting such system under trial run, the long-term
objectives of achieving efficiency through headcount reduction and
improving the safe working environment are achieved.

POLLUTANTS

In the operation of business, a range of pollutants are inevitably
generated by the Group. As a responsible corporation, the Group
strives to mitigate the environment pollution from its operation to
the greatest extent through the implementation of pollution controls.
At the same time, the Group has formulated emission and discharge
targets and action plans according to the actual circumstances.

1. Atmospheric Pollution Control and Carbon
Emission Reduction

The Group’s atmospheric pollutants are mainly generated
from its boiler system. The Group has fully carried out flue-
gas desulphurisation, control of soot emissions and boiler
modification to reduce atmospheric pollutant emissions.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

POLLUTANTS (continued)

1.

Atmospheric Pollution Control and Carbon
Emission Reduction (continued)

Benefitting from the previous success of the gas oxidation
cogeneration project conducted in Jinjiazhuang Coal Mine,
during the reporting period, the Group again cooperated with
the qualified corporation and developed the gas oxidation heat
supply device project in Xingwu Coal Mine to achieve “Green
Mining” and “Zero” gas emission while solving the heating
issue in Xingwu Coal Mine. Xingwu Coal Mine and Jinjiazhuang
Coal Mine can fully make use of the gas emitted during mine
operations to reduce carbon emission.

Last year, the Group adjusted the heat-supply method of
the heat-supply system from coal burning to air heat pump
according to local environmental protection regulations. During
the reporting period, the system was running smoothly, which
effectively reduced emission of air pollutants.

Total emission of sulphur dioxide (kg)
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

POLLUTANTS (continued)

2.

Water Pollution Control

The water pollution is caused by mine water and domestic
sewage. The Group has established mine water and domestic
sewage treatment systems and professional third parties are
engaged to enhance discharged water quality and ensure
discharged water fully fulfills discharge requirements. At the
same time, after upgrading and reconstruction of the sewage
treatment system, part of the treated sewage is being reused
in the course of production. To further improve the sewage
treatment capacity, the Group has engaged an independent
third party to build a mine water treatment facility to further
improve the sewage treatment and mine water utilisation
capacity.
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Solid Waste Control

The Group's solid waste is mainly the mine tailings generated
from underground mining. The solid waste which cannot be
reused is stored at the designated site for pile up of the mine
tailings. Professional third-parties are engaged to carry out
land reclamation and greening work when appropriate so as to
improve the ecological environment.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

USE OF RESOURCES

The Group mainly uses power resources and water resources during
the course of business in order to achieve its operational objectives.
As a responsible enterprise, the Group optimises the use of resources
through energy saving and consumption minimisation.

1. Power Resources

The Group has enhanced the power consumption of equipment
through better organisation and arrangement, reasonable
deployment, strengthening the repair, maintenance and
modification of the electrical and mechanical equipment. At the
same time, the consumption of electricity resources is further
reduced by adjusting the sequence of operating procedures
of transportation equipment at the mining site, removing the
lighting of the unmanned underground area and reasonably
shifting electricity use to off-peak hours and preventing the
lighting of the ground office from constantly powered on.

As the method of heat supply has been changed from coal
boilers to air heat pumps, the consumption of electricity by the
Group has increased inevitably.

2. \Water Resources

The Group carries out mine water and domestic sewage
treatment through the mine water and domestic sewage
treatment stations and reuses the treated waste water to
remove soot in underground mines, clean the equipment and
perform environment greening work as well as other purposes.
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GOVERNANCE REPORT (continued) BRAME @
USE OF RESOURCES (continued) BERFEA &)
Environmental responsibility performance
REBETEN
Index Unit 2019 2018
R A By —®-hE —TN\%
Air pollutants emission
RRFFHEH
Total emission of sulphur dioxide (kg) 2,257 27,291
= 7 s (F5)
Emission intensity of sulphur dioxide (mg/m?3) 24 28
TR bR E (BT, S HK)
Total emission of soot (kg) 12,401 12,137
BEMBRS (F7)
Emission intensity of soot (mg/m3) 10 10
B EE (B3 MFXK)
Total emission of gas (ten thousand m?3) 3,482 3,787
R E (B FXK)
Water pollution discharge
KI5 FBERK
Mine water discharge (ten thousand tonnes) 176 164
BHKEEE (BmE)
Emission intensity of chemical oxygen demand (ma/L) 12 12
LERaEHREE (=)
Solid waste discharge
[E] 88 FE ¥ HE Bk
Volume of mine tailing removal (ten thousand tonnes) 140 76
HERT 2 (Bng)
Resources consumption
BRERE
Recovery rate of coal mining area (%) 87% 86%
R R 1 B BR 2R (%)
Comprehensive energy consumption against raw coking (kg standard coal/tonne)

coal production 4 4
REEEEFRE LR (FRIZEE 1)
Electricity consumption (ten thousand kwh) 21,129 17,824
BHBEERE (BT EEK)
Fresh water consumption (ten thousand tonnes) 54 60
KBRS (Bng)
Utilisation of pollution emissions
ek 3 358 bl
Utilisation rate of gas (%) 53% 55%
FLE ) AR =& (%)
Utilisation rate of mine water (%) 40% 35%
M H 7K FI A & (%)
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

EMPLOYEE RESPONSIBILITY OF THE GROUP

The Group attaches great emphasis on the people-oriented principle
in respect of employee responsibility and is determined to protect the
legal rights and interests of employees. The Group also cares about
the physical and mental health of employees and proactively supports
talent’s growth so as to facilitate the long-term development of
employees and enterprises.

1. Compliance with Laws and Regulations

The Group has been strictly complied with the relevant
employment laws and regulations in Mainland China, including
the “Labour Law of the People’s Republic of China” ({fFZE A
RHAFMBEILB)%)), the “Labour Contract Law of the People’s
Republic of China” ({(FZEARKEXMELEERE)), the
“Social Insurance Law of the People’s Republic of China” ({/
#EAREFMBELSREIE)) and other applicable local laws
and regulations. Our human resources department has also
conducted constant reviews and revisions on internal policies
and regulations to ensure that the company complies with the
latest laws and regulations promulgated or amendments thereto
at all time. The Group also assimilates into the corporate culture
of the enterprises located nearby and the social environment in
the country and implements an equal, fair and open candidate
screening system in order to prohibit any discrimination and
illegal employment situation.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

EMPLOYEE RESPONSIBILITY OF THE GROUP
(continued)

2.

Remuneration Package

The Group makes general assessment on the remuneration
of the staff with reference to their roles and responsibilities,
performance, skills, working experience, working environment
and manpower market indicator, and provides appropriate
incentive to the high calibre talents and staff at key positions
which requires heavy responsibilities and high-level techniques.
The Group establishes a monthly skill-based salary incentive
system to award salary incentive to the staff who possesses
special skills and bears significant safety responsibility with
reference to their skills and safety management performance.
Different kinds of bonus rewards are also in place based on
different positions and job nature, including bonuses for exceed-
target production, production safety, energy saving and target
achievement, etc. The human resources department conducts
regular review on the remuneration and benefit policies, in
order to ensure that the remuneration level stays competitive
and attractive to retain talents. We maintain a complete and
effective performance assessment system which involves a
monthly assessment and an annual general assessment, and
distribution of performance-linked wages and annual bonuses
based on the Group's operating results and the assessment
result.

With respect to welfare, staff is entitled to pension insurance,
medical cover, unemployment insurance, work-related injury
insurance, maternity insurance and housing provident fund
(collectively 5 Insurances and 1 Pension”) as well as paid
leaves. Pregnant staff is entitled to maternity leave according to
the national regulation; staff at legal marriage age is entitled to
marriage leave and staff who encounters bereavement is entitled
to compassionate leave.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

EMPLOYEE RESPONSIBILITY OF THE GROUP
(continued)

3. Equal Opportunities and Anti-discrimination

Being an equal opportunities employer, the Group is committed
to creating a working environment with fairness, openness
and mutual trust. Adhering to a fair and justifiable attitude
toward all aspects from policies of candidate screening and
employment to staff recruitment, selection, training, promotion,
re-designation, termination or retirement, the Group opposes
to any consideration which involves discrimination not related
to work and prohibits all forms of workplace discrimination.
There is no child labour and forced labour, while employees of
the same position are remunerated on equal basis regardless
of their gender, thus the rights of female employees are well-
protected. Specific industrial regulations are stringently executed
that females will never engage in underground mine works.

4. Number of Employees

As of 31 December 2019, the Group had a total of 4,882
employees in the Mainland China.

Employee distribution by age in December 2019:
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Number of
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FiRE D EBE A
Aged 18-28 670
18-28fE#%
Aged 29-40 1,790
29-40/E 5%
Aged 41-49 1,300
41-49/F 5%
Aged 50-55 900
50-55/E5%
Aged 55 above 222
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Total 4,882
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EMPLOYEE RESPONSIBILITY OF THE GROUP
(continued)

4. Number of Employees (continued)

Employee distribution by gender in December 2019:

R -HER
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4. EBEABGEE)

—E-NF+_REEMRSMH

Total
Underground Other number of
Gender positions positions employees
3Bl F TR Hem HWAH
Male 2,822 1,400 4,222
ES
Female - 660 660
z
Total 2,822 2,060 4,882
L
5. Trainings and Development Training 5. FIRBEREI
The Group aims at forming a learning enterprise and AEBEERVERAULE BB T TE
encourages the staff to enhance operational capability and RAEBENMEBKRE - SEETHEAQA]

quality as well as grow with the Group so as to ensure the
sustainable development of the enterprise. The human resources
department is responsible for the trainings in management
level, the safety supervision unit is responsible for the trainings
for special skills while the training centres directly under the
respective mine-operating units assume the duties of providing
orientation trainings, on-the-job training and re-designation
trainings, resulting in the formation of the three-level training
system. In 2019, the Group organised 2,170 counts of all
members safety training, including 87 counts of special skills
training, 102 counts of “Three Violations” training and 1,592
counts of safety and quality standardisation training respectively.
To further strengthen our talent pool and retain new personnel,
since May 2019, the Group has increased study allowance and
competency rewards to motivate employees to take the initiative
to study.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

SOCIAL RESPONSIBILITIES OF THE GROUP

Maintaining harmonic relationship with the community is beneficial
to the business development of the Group. Before starting a project,
the Group has already engaged an independent third party to carry
out environmental impact assessments and has taken every feasible
measure to reduce the impact caused by the project to the nearby
communities and local residents.

Further, the Group actively maintains close communications with
communities and establishes dedicated departments to coordinate
with the local residents. During the reporting period, in order to
ensure smooth operation of the Group’s mining plan and constantly
provide employment opportunities to the community, the Group
has continued to engage in a relocation project in respect of a coal
mining subsidence area to help building new houses for the local
residents and improving their living quality.
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DIRECTORS' BIOGRAPHIES

Mr. Ding Rucai, aged 55, had acted as a deputy general manager
of the Company since August 2014, then was appointed as the vice
chairman of the Board, an Executive Director and managing director
of the Company in September 2014 and was re-designated as the
Chairman from 29 January 2018. Mr. Ding is also the chairman of
each of the Executive Committee and the Nomination Committee, a
member of the Remuneration Committee, and a director of certain
subsidiaries of the Group.

Mr. Ding is a senior engineer in professor grade. He graduated
from the School of Metallurgical and Ecological Engineering of the
University of Science and Technology Beijing with a doctoral degree
in ferrous metallurgy, he also studied senior business administration
in the University of Warwick, United Kingdom. Mr. Ding has extensive
experience in management of listed companies, mergers and
acquisitions, production management of steel and coal industries,
project construction management, trading of iron ore and coking
coal resources and shipping management.

Previously, Mr. Ding was an executive director and the deputy
managing director of Shougang International (SEHK:697) (from
September 2014 to January 2018), a listed company in Hong Kong.

Currently, Mr. Ding is a non-executive director of Mount Gibson Iron
Limited (ASX:MGX), a company listed on the Australian Securities
Exchange Limited. He also holds several senior positions in the group
companies of Shougang Group, including the position as a director
and deputy managing director of Shougang Holding.

Mr. Fan Wenli, aged 40, was appointed Executive Director and
managing director of the Company on 1 November 2019. He is
also a member of the Executive Committee and a director of certain
subsidiaries of the Group.

Mr. Fan is a senior mining engineer and a certified safety engineer.
He graduated from Wuhan University of Technology with a bachelor’s
degree in mining resources engineering and then obtained a
master’s degree in mining engineering from University of Science and
Technology Beijing.
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DIRECTORS’ BIOGRAPHIES (continued)

Previously, Mr. Fan held various senior positions in Mining
Corporation of Shougang Group Co., Ltd. (“Shougang Mining”) and
had been responsible for mining production and operation safety for
a long time. Mr. Fan served as the deputy mine manager of the iron
ore production plants of Shougang Mining, namely Xingshan Iron
Mine (underground mine) and Shuichang Iron Mine (open-pit mine).
He also served as the deputy director and the director of production
division of Shougang Mining during which he facilitated the
commencement of production and the arrival at mine full production
capacity of Xingshan Iron Mine. Mr. Fan has extensive management
experience both in open-pit and underground mine.

Mr. So Kwok Hoo, aged 66, was appointed Executive Director
in March 1998 and acted as the deputy managing director of the
Company in January 2010. He is also a member of the Executive
Committee and a director of certain subsidiaries of the Group.

Mr. So holds bachelor degrees in applied science with major in
chemical engineering and business administration in Canada. He
has extensive experience in the coal industry, trading of iron ore and
coking coal resources, sales and marketing of electrochemical and
industrial products, and property investment.

Currently, Mr. So is a non-executive director of APAC Resources
Limited (SEHK:1104), a listed company in Hong Kong.

Mr. Chen Zhaoqiang, aged 52, was appointed Executive Director
and deputy managing director of the Company in January 2010. He is
also a member of the Executive Committee and a director of certain
subsidiaries of the Group.

Mr. Chen graduated from Jiaozuo Mining Institute with a bachelor
degree majoring in mining engineering and obtained a master degree
in management science from Huazhong University of Science &
Technology and a finance executive master of business administration
from Shanghai Advanced Institute of Finance of Shanghai Jiao Tong
University. He has extensive experience in coal mining industry
including in the areas of production safety management for coal
mining, purchase and logistics management, mineral resources
development and coal trading.

Previously, Mr. Chen had engaged in many important posts in coal
mining enterprises, including in Pingdingshan Coal Co. Ltd., Henan
Pingbao Coal Co. Ltd., and Henan Company for Coal Seam Gas
Development & Application.
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DIRECTORS’ BIOGRAPHIES (continued)

Mr. Liu Qingshan, aged 61, was appointed Executive Director in
November 2008 and also acted as the deputy managing director
of the Company in January 2010. He is a member of the Executive
Committee and a director of certain subsidiaries of the Group.

Mr. Liu graduated from Shanxi University of Finance and Economics
Department of Accounting and obtained a master of business
administration from Capital University of Economics and Business. He
has extensive experience in the fields of accounting and finance in
the mining industry in China.

Prior to joining the Group, Mr. Liu worked as chief financial officer in
Fortune Dragon Group Limited and in other sizable energy resources
companies in China.

Ms. Chang Cun, aged 41, was appointed Non-executive Director of
the Company in July 2018.

Ms. Chang is a certified public accountant in China and a certified
internal auditor. She holds a bachelor degree in economics from
Beijing Institute of Business and a master degree in management
from Beijing Technology and Business University. Ms. Chang has
extensive experience in accounting, auditing, financial and insurance
businesses.

Previously, Ms. Chang held various positions in the group of Funde
Sino Life.

Currently, she is the director, deputy general manager and chief
auditor of Funde Insurance Holdings Co., Ltd, the director and chief
auditor of Funde Sino Life, the chief auditor of Sino Life AMC, and
also the chief supervisor of The National Trust Co., Ltd respectively.

Z-NFFH ERELEREEERAT 53

EEEN @

BBLEE 61 R_ETENF+-AEZRME
RATEF IR _FT-—TF-AHELARFZ
BEFRKE BANTEZEGCKEBRAEH
ETHBRABZES -

ZEEEXNIUAMESRRET R - YR EEYH
SIMEBEEZBRMEIEERRLEM - HRF
BREXZ ST EMB I MABLELR

MAKREER - BIRENBREESEBERAFLE
bR BARBEERE R A FIEETSEE -

BEEZL 4m R_T-N\FLAEZERKE
WITES -

BRERPEEMS AR EMAERESED o
FELRRERRESL 2RI R TIHARESE
BEBRTEM - FRLESH - Bt - 2RERK
RITERTHARSENER -

BE B

fiL °

B
Ho}
E

¢

EREEETASE

kil
i
B

EEZ ER

il

B BORAERREERRNAERARZE
F REKELREAEEAN EREGASZE
ERBEFECEA  EPRREEEERRAFZ
B EEA URBREABERABZESER -



54 SHOUGANG FUSHAN RESOURCES GROUP LIMITED Annual Report 2019

DIRECTORS’ BIOGRAPHIES (continued)

Mr. Shi Yubao, aged 65, was appointed Non-Executive Director and
member of the Remuneration Committee on 1 September 2019.

Mr. Shi is a senior economist and a senior political affairs specialist.
He graduated from Chongging University with a master degree in
business administration. Mr. Shi has extensive experience in the fields
of corporate management, strategic planning and economic.

Previously, Mr. Shi held various senior positions in Chongging
Changan Industry (Group) Co., Ltd. including the chairman of its
board of directors, chairman of its labour union, general manager,
etc. In addition, he served as the chairman of the board of directors
of Chongging Changan Real Estate Development Co., Ltd. and
Changan Minsheng APLL Logistics Co., Ltd., a company listed in
Hong Kong, respectively, and the chairman of supervisory committee
of Chongging Changan Automobile Co., Ltd., a company listed in
Shenzhen. Mr. Shi also served as the external director of Shougang
Group. Mr. Shi was a member of the 14th and 15th executive
committee of China National General Labour Union, a member of the
2nd and 3rd labour union committee of Chongging General Labour
Union and a member of the expert group jury panel of Chongging
Enterprise Management Excellence Evaluation Committee.

Mr. Kee Wah Sze, aged 72, was appointed Independent Non-
executive Director in April 1997 and is a member of each of the
Audit Committee, the Nomination Committee and the Remuneration
Committee.

Mr. Kee is a Notary Public of Hong Kong and a China Appointed
Attesting Officer. He holds a master degree in Chinese and
comparative law from the City University of Hong Kong and a master
degree in law from the People’s University of China.

Currently, Mr. Kee is a partner of Messrs. Michael Cheuk, Wong &
Kee and has been a practicing solicitor in Hong Kong specialised in
both the commercial and conveyancing fields for many years.
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DIRECTORS’ BIOGRAPHIES (continued)

Mr. Choi Wai Yin, aged 61, was appointed Independent Non-
executive Director in July 2004 and is the chairman of the Audit
Committee and a member of each of the Nomination Committee and
the Remuneration Committee.

Mr. Choi holds a master degree of science in finance from the City
University of Hong Kong, a bachelor degree in business administration
from The Chinese University of Hong Kong and a bachelor degree in
law from the Peking University. He has extensive experience in the
fields of finance and fund management.

Currently, he is a director and a responsible officer of Tap Capital
Limited, a company carrying the asset management business. Mr.
Choi is also an investment adviser registered under the SFO.

Mr. Chan Pat Lam, aged 71, was appointed Independent Non-
executive Director in December 2004 and is a member of each of the
Audit Committee, the Nomination Committee and the Remuneration
Committee.

Mr. Chan has extensive experience in the field of international
banking industry in Hong Kong, Macau and the United State.

Currently, Mr. Chan is an independent non-executive director of
BeijingWest Industries International Limited (SEHK:2339), a listed
company in Hong Kong. He is a partner of a private company namely
Chan Kai Wing & Brothers Limited, and also a consultant of another
private company which is an international container shipping agency
in the Western region of Pearl River Delta.
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DIRECTORS’ BIOGRAPHIES (continued)

Mr. Japhet Sebastian Law, aged 68, was appointed Independent
Non-executive Director in September 2013 and is the chairman of
the Remuneration Committee and a member of each of the Audit
Committee and the Nomination Committee.

Mr. Law graduated from the University of Texas at Austin with a
doctor of philosophy degree in mechanical/industrial engineering in
1976.

Previously, Mr. Law was a professor of the Chinese University of Hong
Kong. He joined The Chinese University of Hong Kong in 1986 and
retired in August 2012. Before retirement, Mr. Law was a professor in
the Department of Decision Sciences and Managerial Economics. He
was the associate dean and subsequently the dean of the Faculty of
Business Administration of The Chinese University of Hong Kong from
1993 to 2002. Prior to returning to Hong Kong, Mr. Law was the
director of Operations Research at the Cullen College of Engineering
and the director of Graduate Studies in Industrial Engineering at the
University of Houston and was also involved with the U.S. Space
Program in his career with McDonnell Douglas and Ford Aerospace
in the United States. He acts as a consultant for various corporations
in Hong Kong and overseas. Mr. Law is active in public services and
serves as a member of the Provisional Regional Council of the Hong
Kong Special Administrative Region Government and various other
committees. He also serves on the boards of profit, non-profit and
charitable organisations in Hong Kong and overseas.

Currently, Mr. Law is an independent non-executive director of
each of Global Digital Creations Holdings Limited (SEHK:8271),
Tianjin Port Development Holdings Limited (SEHK:3382), Beijing
Capital International Airport Company Limited (SEHK:694), Binhai
Investment Company Limited (SEHK:2886), Regal Hotels International
Holdings Limited (SEHK:78) and Tianjin Binhai Teda Logistics (Group)
Corporation Limited (SEHK:8348) respectively, all of which are listed
companies in Hong Kong.
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CORPORATE GOVERNANCE REPORT

The Company is committed to maintaining good corporate
governance standard and procedures to safeguard the interests of all
shareholders and to enhance accountability and transparency.

COMPLIANCE WITH CORPORATE GOVERNANCE
CODE

The Company has complied with the code provisions of the CG Code
during the financial year ended 31 December 2019, save for the
deviations from code provision A.4.1 as follows:

Under code provision A.4.1, non-executive directors should be
appointed for a specific term and subject to re-election.

None of the existing Non-executive Directors and Independent Non-
executive Directors is appointed for a specific term, but according to
the Articles, every Director is subject to retirement by rotation at least
once every 3 years.

Since all Directors, including the Non-executive Directors and
Independent Non-executive Directors, are also subject to retirement
by rotation and re-election by shareholders at annual general
meetings pursuant to the Articles, the Board therefore considers this
requirement is sufficient to meet the underlying objective of the said
code provision.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) of
the Listing Rules as a code of conduct of the Company for Directors’
securities transactions.

Having made specific enquiry of all Directors, the Directors have
complied with the required standard set out in the Model Code
and the Company’s code of conduct regarding Directors’ securities
transactions throughout the year ended 31 December 2019.

Employees who are likely to possess inside information in relation to
the Company or its shares are required to prohibit from dealing in
Shares during the black-out period.
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(continued)

BOARD OF DIRECTORS
Composition

The Board currently comprises a total of 11 Directors, being 5
Executive Directors, 2 Non-executive Directors and 4 Independent
Non-executive Directors. The list of Directors is set out in the section
headed “Directors’ report” of this annual report. In addition, an
updated list of the Directors and their roles and functions is published
on the websites of the Stock Exchange and the Company respectively.

The Board is characterised by significant diversity and has a balance of
skills and experience appropriate for the requirements of the business
of the Company. The Directors’ biographical information is set out in
the section headed “Directors’ Biographies” of this annual report.

The Directors give sufficient time and attention to the affairs of the
Group. All Directors are required to disclose to the Company at
the time of their appointment and to provide the number and the
nature of offices held in public companies or organisations and other
significant commitments with an indication of the time involved
annually.

Save for those as disclosed in the section headed “Directors’
Biographies” of this annual report, the Board members have no other
financial, business, family or other material/relevant relationships with
each other.

The Board includes a balanced composition of Executive and Non-
executive Directors (including Independent Non-executive Directors)
so that there is a sufficient independent element on the Board, which
can effectively exercise independent judgement.

The Non-executive Directors (including Independent Non-executive
Directors) are of sufficient number and calibre for their views to carry
weight. The functions of Non-executive Directors include:

e bringing an independent judgement at Board meetings;

e  taking the lead where potential conflicts of interests arise;

° serving on Board committees if invited; and

e scrutinising the Company’s performance and monitoring
performance reporting.
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CORPORATE GOVERNANCE REPORT

(continued)

BOARD OF DIRECTORS (continued)

Composition (continued)

The Non-executive Directors (including Independent Non-executive
Directors) have made a positive contribution to the development
of the Company’s strategy and policies through independent,
constructive and informed comments. They give the Board and the
committees on which they serve the benefit of their skills, expertise,
varied backgrounds and qualifications through regular attendance
and active participation.

Composition of the Board is disclosed, and the Independent Non-
executive Directors are identified, in all corporate communications to
shareholders.

Board Diversity

The Company adopted a board diversity policy (the “Board Diversity
Policy”) on 28 August 2013 which sets out its approach to achieve
diversity on the Board with a view to achieving a sustainable and
balanced development of the Company.

The Company seeks to achieve Board diversity through the
consideration of a number of factors, including but not limited
to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service.
The Company will also take into account factors based on its own
business model and specific needs from time to time. The ultimate
decision will be based on merit and contribution that the selected
candidates will bring to the Board.

Director Nomination Policy

The Company adopted a director nomination policy (the “Director
Nomination Policy”) on 12 December 2018 which sets out the criteria
and process in the nomination and appointment of directors of the
Company, in order to ensure that the Board has a balance of skills,
experience and diversity of perspectives appropriate to the Company,
and ensure the Board continuity and appropriate leadership at Board
level.
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(continued)
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Director Nomination Policy (continued)

According to the selection criteria of the Director Nomination
Policy, the Nomination Committee will carry out evaluation on
candidates by considering their character, professional qualifications,
skills, experience, independence (in case of independent non-
executive directors), gender and time commitment and then make
recommendation to the Board based on the nomination procedure.
The Nomination Committee will also review the Director Nomination
Policy from time to time and recommend proposed amendment to
the Board when necessary to satisfy the business needs and to ensure
its compliance with the regulatory requirements and maintain good
corporate governance practices.

Role and Function of the Board and the Management

The Board is responsible for overall strategic formulation and
performance monitoring of the Group. It delegates day-to-day
operations of the Company to the Executive Committee and the
management within the control and authority framework set
by the Board. In addition, the Board has also delegated various
responsibilities to the Audit Committee, the Remuneration Committee
and the Nomination Committee. Further details of these committees
are set out in this report.

Board Meetings

The Board meets regularly and holds at least 4 Board meetings a
year. Additional meetings will be arranged, if and when required. The
Directors can attend meetings in person or through electronic means
of communication in accordance with the Articles.
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BOARD OF DIRECTORS (continued)

Board Meetings (continued)

The Company Secretary assists the Chairman in drawing up the
agenda of each Board meeting. Draft agenda of each regular Board
meeting will be sent to all Directors for review before the agenda is
issued and all Directors may request for inclusion of other matters
in the agenda. The Chairman will take into account the matters
proposed by the Directors and where appropriate, approve the
inclusion of such matters in the agenda of the Board meeting.
Generally, at least 14-day notice of a regular Board meeting is given
and the Company aims at giving reasonable notice for all other
Board meetings. The Company also aims at sending the agenda and
the accompanying board papers, which are prepared in a form and
quality sufficient to enable the Board to make informed decisions
on matters placed before it, to all Directors at least 3 days before
the intended date of a Board meeting. Where queries are raised by
Directors, prompt and full responses will be given if possible.

There has been procedure in place to enable Directors to seek
independent professional advice in appropriate circumstances at the
Company’s expenses. The Board shall resolve to, upon reasonable
request, provide separate independent professional advice to
Directors to assist them perform their duties to the Company.

The Company Secretary is responsible for taking minutes of Board
meetings and Board committee meetings, draft and final versions
of which would be sent to Directors for comments and records
respectively, within a reasonable time after each meeting. Minutes
are recorded in sufficient detail the matters considered and decisions
reached, including any concerns raised by Directors or dissenting
views (if any) expressed. Minutes of Board meetings and Board
committees meetings are kept by the Company Secretary and are
open for inspection by any Director/committee member.
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Board Meetings (continued)

If a substantial shareholder or a Director has a conflict of interest
in a matter (including material transaction with connected persons)
which the Board has determined to be material, the matter will
be dealt with by a physical Board meeting, rather than a written
resolution. Independent Non-executive Directors who, and whose
close associates, have no material interest in the transaction should
be present at that Board meeting.

Except for those circumstances permitted by the Articles and all
applicable laws, rules and regulations, a Director shall not vote on any
Board resolution approving any contract or arrangement or any other
proposal in which he or any of his close associates (or associates
where the transaction or arrangement is a connected transaction
under Chapter 14A of the Listing Rules) has a material interest nor
shall he be counted in the quorum present at the meeting.

Attendance Records

During the financial year ended 31 December 2019, the Directors
have made active contribution to the affairs of the Group. Subject to
the requirements under the Listing Rules, the Board considered and
approved, among other things, various projects contemplated by the
Group in the form of physical meetings and written resolutions, and
reviewed and approved the interim results and annual results of the
Group by way of physical meetings.
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Attendance Records (continued)

Records of the Directors’ attendances at the Board meetings,
Audit Committee meetings, Nomination Committee meetings, and

Remuneration Committee meetings in 2019 are as follows:
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Number of meeting(s) attended/eligible to attend
HESBEXRE SEREESRRE

Audit Nomination Remuneration
Directors Board Committee Committee Committee
5= EEg EREES REEEE FHEES
Executive Directors
BITES
Ding Rucai (Chairman) 6/6 N/A N3 A 4/4 4/4
T&A (EE)
Li Shaofenghete! 5/5 N/A A3 A N/A 138 N/A 3 A
F i
Fan WenliNete ! 1/ N/A N iE N/A 138 N/A i
S8 ST
So Kwok Hoo 6/6 N/A i F N/A 38 N/A N3 B
#HE %=
Chen Zhaogiang 5/6 N/A A~ A N/A i A N/A N3
R JK 58
Liu Qingshan 6/6 N/A A~ F N/A “~iE F N/A N3 F
21510
Non-executive Directors
FHITES
Leung Shun Sang, Tony"ote# 3/3 N/A 38 A N/A i 11
%J”E/_:E“ﬂll
Chang Cun 6/6 N/A i N/A I iE A N/A 35 A
%1
Shi Yubao'ete 2/2 N/A i F N/A 773 F 2/2
B TR
Independent Non-executive Directors
BYFHTES
Kee Wah Sze 6/6 2/2 4/4 4/4
wEL
Choi Wai Yin 6/6 2/2 4/4 4/4
Chan Pat Lam 6/6 2/2 4/4 4/4
BRAAHK
Japhet Sebastian Law 6/6 2/2 4/4 4/4

7 X 5E
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Attendance Records (continued)

Note I:  The Board had convened 5 meetings during the period prior to

the resignation of Mr. Li Shaofeng as the Executive Director on 1
November 2019.

Note ll:  The Board had convened 1 meeting during the period after Mr. Fan

Wenli became the Executive Director on 1 November 2019.

Note lll:  The Board and the Remuneration Committee had convened 3

meetings and 1 meeting respectively during the period before the
retirement of Mr. Leung Shun Sang, Tong as the Non-executive
Director and the member of the Remuneration Committee on 16
May 2019.

Note IV:  The Board and the Remuneration Committee each had convened 2

meetings during the period after Mr. Shi Yubao became the Non-
executive Director and the member of the Remuneration Committee
on 1 September 2019.

Access to Information

The Board is supplied with sufficient explanation and information
by the management to enable the Board to make an informed
assessment of financial and other information put before it for
approval. The management provides all Board members with monthly
updates which give a balanced and understandable assessment of
the Company’s performance, position and prospects in sufficient
details to enable the Board as a whole and each Director to discharge
their duties. Where any Director requires more information than
is volunteered by the management, each Director has the right to
separately and independently access to the Company’s management
to make further enquiries if necessary.

Appointment and Re-election of Directors

Appointment of new Directors is a matter for consideration by
the Nomination Committee. The Nomination Committee will give
adequate consideration to the Director Nomination Policy and Board
Diversity Policy, will review the profiles of the candidates, and will
make recommendations to the Board on the appointment, re-
appointment and nomination of Directors.
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Appointment and Re-election of Directors (continued)

According to the Articles, any Director so appointed by the Board
shall hold office, in the case of filling a casual vacancy, only until the
next following general meeting of the Company or, in the case of
an addition to their number, until the next following annual general
meeting of the Company, who shall then be eligible for re-election
at such general meeting. Every Director is subject to retirement by
rotation at least once every 3 years. At each annual general meeting,
one-third of the Directors for the time being, or, if their number is
not three or a multiple of three, then the number nearest to but not
less than one-third, shall retire from office by rotation.

None of the existing Non-executive Directors and Independent Non-
executive Directors is appointed for a specific term, but they are
subject to retirement by rotation and re-election by shareholders at
annual general meeting pursuant to the Articles. Accordingly, though
deviated from code provision A.4.1, the Board considers that such
requirements are sufficient to meet the underlying objective of the
said code provision.

Independent Non-executive Directors

The Company has appointed 4 Independent Non-executive Directors
and at least one of them has appropriate professional qualifications
or accounting or related financial management expertise, complied
with Rules 3.10(1) and 3.10(2) of the Listing Rules.

The number of Independent Non-executive Directors represents more
than one-third of the Board, complied with Rule 3.10A of the Listing
Rules.

The Company has received from each of its Independent Non-executive
Directors an annual confirmation regarding the independence of
himself and his immediate family members pursuant to Rule 3.13 of
the Listing Rules, the Company considers that all of the Independent
Non-executive Directors are independent.

Pursuant to code provision A. 4.3 of the CG Code, any re-election
of an independent non-executive director who has served the board
for more than 9 years, his further appointment should be subject
to a separate resolution to be approved by shareholders. During
the year under review, Mr. Choi Wai Yin, an Independent Executive
Director serving more than 9 years, retired in the AGM 2019 and his
re-election was conducted in accordance with the requirement. In
the AGM 2020, no Independent Non-executive Director will be re-
elected.
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Independent Non-executive Directors (continued)

Currently, Mr. Japhet Sebastian Law serves as a director of 7 listed
companies (including the Company), Mr. Law considers he is still able
to devote sufficient time to the Board as he does not hold any other
employment. Mr. Law further indicated his willingness to deploy his
time to attend to his responsibilities as the Independent Non-executive
Director where necessary. The number of listed companies in which
each other Independent Non-executive Director held directorship is
less than 7. They all indicate that they are able to contribute sufficient
time to the Board's affairs and fulfil their responsibilities. Also, each
Independent Non-executive Director has confirmed that he does
not hold any cross directorship or other significant links with other
directors through involvement in other companies.

Insurance for Directors’ and Officers’ Liability

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

Directors’ Training and Professional Development

Every newly appointed Director will be given an introduction of
regulatory requirements. Directors are continually updated on the
latest development of the Listing Rules, legal and other regulatory
requirements to ensure compliance and upkeep of good corporate
governance practice. Directors are also encouraged to participate in
continuous professional development to develop and refresh their
knowledge and skills. The Company Secretary facilitates induction
and professional development of Directors and the Company is
responsible for arranging and funding suitable training for the
Directors.
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BOARD OF DIRECTORS (continued) Exe(@
Directors’ Training and Professional Development EERIIREXRRE B

(Continued)

All Directors have provided to the Company their records of training FTEEZEEERARRARERENEE_T—HLF
received during the financial year ended 31 December 2019, a +-AZ=Z+— BB BFERZEFENLE -

summary of which is as follows: MELT

Continuous professional development

BEEERE

Directors Type (Note I) Subject (Note Il)
BEx BE (1) W& (51)
Ding Rucai A 1
T&A B 1,2,3,4
Li Shaofeng (resigned on 1 November 2019) A 1
FLERZZE—NF+—A—HET) B 1,3
Fan Wenli (be appointed on 1 November 2019) B 1,2, 4
BXHRZE—NF+— A —BEZMT

So Kwok Hoo A 1,2,3
BB = B 1,2,3,4
Chen Zhaogiang A 1
BRIK B 1,2,3,4
Liu Qingshan A 1
251 B 1,2,3,4
Leung Shun Sang, Tony (retired on 16 May 2019) A 1
2R —NEFERAT/SARE) B 1
Chang Cun A 1
2z B 1,2,3,4
Shi Yubao (be appointed on 1 September 2019) B 1,2, 4
BEBEMWRZZE—NFNLA—REZE)

Kee Wah Sze A 1
wEL B 1,2,3,4
Choi Wai Yin A 1
2EE B 1,2,3,4
Chan Pat Lam A 1
BRAAMR B 1,2,3,4
Japhet Sebastian Law A 1

7 3EE B 1,2,3,4
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Directors’ Training and Professional Development
(continued)

Continuous professional development (continued)
Note I:

A:  Attending seminars, conferences, forums, in-house briefings or in-house
training

B:  Reading newspapers, journals and updates
Note II:

1: Laws, rules and regulations

2:  Finance, accounting or taxation

3:  Management

4.  Businesses relating to the Group

CHAIRMAN AND MANAGING DIRECTOR

The roles of chairman and managing director are separate and
exercised by different individuals to reinforce their independence and
accountability. Mr. Ding Rucai is the Chairman and Mr. Li Shaofeng
was the managing director of the Company until Mr. Fan Wenli took
up the role on 1 November 2019. The Chairman provides leadership
for the Board and ensures that the Board works effectively and
performs its responsibilities. The managing director of the Company
has overall chief executive responsibility for the Group’s business
development and day-to-day management generally. The division of
responsibilities between the Chairman and the managing director of
the Company is clearly established and set out in writing.
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CHAIRMAN AND MANAGING DIRECTOR
(continued)

The responsibilities of the Chairman include, amongst other things:

e taking primary responsibility for ensuring that good corporate
governance practices and procedures are established;

e ensuring that all Directors are properly briefed on issues arising
at Board meetings, and ensuring that Directors receive, in a
timely manner, adequate information which must be accurate,
clear, complete and reliable;

e encouraging all Directors to make a full and active contribution
to the Board's affairs and taking the lead to ensure that the
Board acts in the best interest of the Company;

e encouraging Directors with different views to voice their
concerns, allowing sufficient time for discussion of issues and
ensuring that Board decisions fairly reflect Board consensus;

e ensuring that appropriate steps are taken to provide effective
communications with shareholders and that their views are
communicated to the Board as a whole; and

e promoting a culture of openness and debate by facilitating the
effective contribution of Non-executive Directors in particular
and ensuring constructive relations between Executive and Non-
executive Directors.

During the year, the Chairman held meeting with the Independent
Non-executive Directors without the presence of other Directors.
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BOARD COMMITTEES

The Board has established the following committees to oversee
particular aspects of the Company’s affairs and to assist in the
execution of the Board’s responsibilities. All committees have their
own terms of reference. All resolutions passed by the committees will
be reported to the Board at the Board meeting.

Executive Committee

The Executive Committee was established in May 2009 with specific
written terms of reference which deal clearly with its authorities and
duties.

The Executive Committee has been conferred with the general
powers of the Board (except those matters specifically reserved for
the Board) to manage and oversee the operations of the Group and
has been assigned with the responsibilities to perform the corporate
governance duties as follows:

to develop and review the Company’s policies and practices on
corporate governance and make recommendations to the Board;

e to review and monitor the training and continuous professional
development of Directors and senior management;

e to review and monitor the Company'’s policies and practices on
compliance with legal and regulatory requirements;

° to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the Group’s employees
and Directors;

e  to review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report; and

e to conform to any requirement, direction, regulation that may
from time to time be prescribed by the Board or contained in
the constitution of the Company or imposed by legislation.
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BOARD COMMITTEES (continued)

Executive Committee (continued)

As per the list below, the Executive Committee comprises all Executive
Directors with the Chairman as the chairman of the committee.

Committee chairman Ding Rucai
Member Li Shaofeng (resigned on
1 November 2019)
Member Fan Wenli (be appointed on
1 November 2019)
Member So Kwok Hoo
Member Chen Zhaogiang
Member Liu Qingshan

The major works performed by the Executive Committee during the
year under review included, amongst other things, the following:

e reviewed the Company’s compliance with the CG Code and
disclosure in the corporate governance report of the Company;

e managed and overseeing the daily operation of the Group; and
e  performed corporate governance duties.

Audit Committee

The Audit Committee was established in October 1999 with specific
written terms of reference which deal clearly with its authorities and
duties. The terms of reference of the Audit Committee are posted on

the website of the Company.

The principal duties of the Audit Committee include, amongst other
things:

e overseeing the relationship with the Company’s auditor;
° reviewing the interim and annual financial statements;

e reviewing the Company’s financial reporting system, risk
management and internal control systems; and

e reviewing the arrangements that employees of the Company
can use, in confidence, to raise concerns about possible
improprieties in financial reporting, internal control or other
matters.
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Audit Committee (continued)

The Audit Committee has explicit authority to investigate any activity
within its terms of reference and the authority to obtain outside
legal or other independent professional advice, at the Company’s
expense, to perform its responsibilities if it considers necessary. It is
given access to and assistance from the employees and reasonable
resources to perform its duties properly.

As per the list below, the chairman of the Audit Committee is an
Independent Non-executive Director and the Audit Committee
comprises all Independent Non-executive Directors. None of the
members of the Audit Committee are former partners of the auditor
of the Company.

Committee chairman Choi Wai Yin
Member Kee Wah Sze
Member Chan Pat Lam
Member Japhet Sebastian Law

The major works performed by the Audit Committee during the year
under review included, amongst other things, the following:

. reviewed the final results and annual financial statements of the
Group for the financial year ended 31 December 2018;

° reviewed the interim results and interim financial statements of
the Group for the six months ended 30 June 2019;

e reviewed the reports on the risk management and internal
control systems of the Group prepared by the internal audit
department;

e met with the auditor of the Company in the absence of
management, to discuss matters relating to its audit fees, any
issues arising from the audit and any other matters the auditor
may wish to raise; and

e made recommendation to the Board regarding the re-
appointment of Company’s auditor.

During the year, the Board had no disagreement with the Audit
Committee’s view on the selection, appointment, resignation or
dismissal of the external auditor.
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(continued)

BOARD COMMITTEES (continued)
Nomination Committee

The Nomination Committee was established in May 2009 with
specific written terms of reference which deal clearly with its
authorities and duties. The terms of reference of the Nomination
Committee are posted on the website of the Company.

The principal duties of the Nomination Committee include:

e reviewing the structure, size and composition of the Board and
making recommendations on any proposed changes to the
Board to complement the Company’s corporate strategy;

e identifying individuals suitably qualified to become Board
members and selecting or making recommendations to the
Board;

e making recommendations to the Board on the appointment
or re-appointment of Directors and succession planning for
Directors;

e assessing the independence of Independent Non-executive
Directors; and

e reviewing the Board Diversity Policy, as appropriate; and
reviewing the measurable objectives that have been set for
implementing the Board Diversity Policy, and reviewing the
progress on achieving the objectives.

Where vacancies exist at the Board, candidates are proposed and
put forward to the Nomination Committee for consideration. The
recommendations of the Nomination Committee made in accordance
to the Director Nomination Policy will then be tendered to the Board
for approval. In considering the nomination of a new Director,
the Nomination Committee will give adequate consideration to
the Board Diversity Policy and take into account the qualification,
ability, working experience, leadership and professional ethics of the
candidates. In determining the independence of Directors, the Board
follows the requirements set out in the Listing Rules.
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BOARD COMMITTEES (continued)
Nomination Committee (continued)

The Nomination Committee has explicit authority to seek any
necessary information from the employees within its scope of
duties and the authority to obtain outside independent professional
advice, at the Company’s expense, to perform its responsibilities if it
considers necessary.

As per the list below, the chairman of the Nomination Committee
is the Chairman and the Independent Non-executive Directors
constitute the majority of the Nomination Committee.

Committee chairman Ding Rucai

Member Kee Wah Sze
Member Choi Wai Yin
Member Chan Pat Lam
Member Japhet Sebastian Law

The major works performed by the Nomination Committee during
the year under review included, amongst other things, the following:

e assessed the independence of the Independent Non-executive
Directors;

e considered and making recommendations to the Board on the
re-election of Directors at the annual general meeting;

e  reviewed the existing Board Diversity Policy; and
. made recommendation to the Board in accordance to the

Director Nomination Policy for the appointments of Mr. Fan
Wenli and Mr. Shi Yubao as the Directors.
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(continued)

BOARD COMMITTEES (continued)
Remuneration Committee

The Remuneration Committee was established in September 2005
with specific written terms of reference which deal clearly with its
authorities and duties. The terms of reference of the Remuneration
Committee are posted on the website of the Company.

The principal duties of the Remuneration Committee include:

e making recommendations to the Board on the Company’s
policy and structure for all remuneration of Directors and senior
management of the Group;

e reviewing and approving the management’s remuneration
proposals with reference to the Company’s goals and objectives;

e determining, with delegated responsibility, the remuneration
packages of individual Executive Directors and senior
management and making recommendations to the Board on the
remuneration of Non-executive Directors;

e reviewing and approving compensation payable to Executive
Directors and senior management and compensation
arrangements relating to dismissal or removal of Directors for
misconduct; and

e ensuring that no Director or any of his/her associates is involved
in deciding his/her own remuneration.

The Remuneration Committee may consult the Chairman and/or
the managing director of the Company about their remuneration
proposals for other Executive Directors. It has explicit authority to seek
any necessary information from the employees within its scope of
duties and the authority to obtain outside independent professional
advice, at the Company'’s expense, to perform its responsibilities if it
considers necessary.
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BOARD COMMITTEES (continued)
Remuneration Committee (continued)

The remuneration policies for the Company as well as the Directors
are market alignment and reward for performance. The Company
reviews the remuneration package annually taking into consideration
of the market practice, competitive market position and individual
performance.

As per the list below, the chairman of the Remuneration Committee
is an Independent Non-executive Director and the Independent Non-
executive Directors constitute the majority of the Remuneration
Committee.

Committee chairman Japhet Sebastian Law

Member Ding Rucai

Member Leung Shun Sang, Tony (retired on
16 May 2019)

Member Shi Yubao (be appointed on
1 September 2019)

Member Kee Wah Sze

Member Choi Wai Yin

Member Chan Pat Lam

The major works performed by the Remuneration Committee during
the year under review included, amongst other things, the following:

e reviewed the performance and the remuneration packages of
the Directors;

e made recommendations to the Board on renewing the
appointment term of the Non-executive Directors and
Independent Non-executive Directors; and

. made recommendations to the Board on the terms of the service
contract or engagement letter, and the remuneration of Mr. Fan
Wenli and Mr. Shi Yubao.

Details of remuneration paid to the Directors and senior management
for the year are set out in note 14 to the audited consolidated
financial statements.
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(continued)

COMPANY SECRETARY

The Company Secretary supports the Board by ensuring good
information flow within the Board and that board policy and
procedures are followed. The Company Secretary is also responsible
for advising the Board through the Chairman and/or the managing
director of the Company on corporate governance and the
implementation of the CG Code. The Company Secretary is an
employee of the Company and has day-to-day knowledge of the
Group'’s affairs.

The Company Secretary reports to the Chairman and the managing
director of the Company. All Directors also have access to the
advice and services of the Company Secretary to ensure that board
procedures, and all applicable laws, rules and regulations, are
followed. The selection, appointment and dismissal of the Company
Secretary are subject to the Board approval.

The Company Secretary has confirmed that she has taken no less
than 15 hours of relevant professional training during the year.
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RISK MANAGEMENT AND INTERNAL CONTROL

Internal Control

The Group adopted and implemented the Group’s internal control
system by making reference to the Committee of Sponsoring
Organisation of the Treadway Commission (“COSQO") Internal
Control — Integrated Framework. The Group’s internal control system
is to achieve operations, reporting, and compliance objectives,
implemented within the Group's entities, divisions, operating units
and functions, through various internal control components in the
areas of control environment, risk assessment, control activities,
information and communication and monitoring activities. The
Group's internal control system comprises 17 principles on effective
internal controls as illustrated as follows:
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Internal Control Components — 17 Principles on Effective Internal Controls
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Control Environment
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1. Demonstrates commitment to integrity and ethical values
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2. Exercises oversight responsibility
BITEECEGE

3. Establishes structure, authority, and responsibility
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Operations, Reporting and 4. Demonstrates commitment to competence
Compliance Objectives BORBEERBERBEZAT
EREE EXRR 5. Enforces accountability
ERNER EEAEEG 2 BERER
Risk Assessment
[ B T
6. Specifies suitable objectives
REBBMBIZ
7. Identifies and analyses risk
WRER DR
8. Assesses fraud risk
ATk 52 B L
9. Identifies and analyses significant change
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RISK MANAGEMENT AND INTERNAL CONTROL B b EIE N A EPEE 1 (18)
(continued)

Internal Control (continued) A 2B EE 1 (1)

Internal Control Components — 17 Principles on Effective Internal Controls
(continued)
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Control Activities

EHEE

10.  Selects and develops control activities

BEREEHEE

11.  Selects and develops general controls over technology

BERBRBE BN BT — RIEH

12. Deploys through policies and procedures
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Operations, Reporting and

Compliance Objectives Information and Communication
(continued) AMsEEE
EREE ERR 13.  Uses relevant information
SRNE R ERAERREM
14.  Communicates internally
WERE R
15.  Communicates externally
HNERE R
Monitoring Activities
EE

16.  Conducts ongoing and/or separate evaluations
R & S B RIETHE
17.  Evaluates and communicates deficiencies
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The Board is responsible for the Group’s internal control system ZE=&§ ﬁ%ﬂ?ﬂ*ﬁﬁ*h? THEME - WHEEEY
and for reviewing its appropriateness and effectiveness. The Audit ~ AZBEE XL A B MEFA QI ETRET  Fat
Committee is authorised to assist the Board to conduct relevant ZE @D EREWHEESEBTHEEBBRF - K&
review. The Group's internal control system manages, but not EHRK _LB@_TI/%?\)EEIEgiiﬁﬁg'z/ﬁﬁf*ﬁ&kﬁxzﬁ
eliminates, risks against the achievement of the Group’s objectives, fEE %% B Z 1 &[S BRERITEEEAN
and provides a reasonable, but not absolute, assurance against %ETﬁ?iﬁﬁégﬂ’ﬁﬂjéﬁﬁﬁ#%ﬁﬂﬁ”ﬂ%m
material misstatement or loss.
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RISK MANAGEMENT AND INTERNAL CONTROL
(continued)

Internal Control (continued)

Based on the defined objectives, the management of the Group
identifies and evaluates significant risks, and subsequently selects,
adopts and implements appropriate internal control procedures.
Through continuous monitoring, the management of the Group
maintains an effective internal control system. The internal audit
department of the Group conducts testing on the internal control
system, reports deficiencies, recommends remedy solutions to the
management and follows up implementation of recommendations.

The Audit Committee monitors, assesses and reviews the findings of
the internal control systems from the management and the internal
audit department of the Group on an ongoing basis, and regularly
report to the Board.

The Group sets up an internal audit department which directly reports
to the Audit Committee. The staffs of the internal audit department
comprised of qualified and experienced professional. Based on
the risk-based internal audit plan, the internal audit department is
authorised unrestrictedly to conduct independent assessment on the
Group'’s business, risk management and internal control system.

The management of the Group provided a confirmation to the Audit
Committee on the effectiveness of the internal control system this
year, including the effectiveness of the issuer’s processes for financial
reporting and “Listing Rules” compliance, and considers the system is
effective and adequate. The Audit Committee reviewed and reported
the results to the Board.

The Audit Committee reviewed the adequacy of resources, staff
qualifications and experience, training programmes and budget of the
Group’s accounting, internal audit and financial reporting functions
this year and satisfied the adequacy of the arrangement.

Risk Management

The structure of the Group’s risk management system based on: 1)
Risk Governance Structure; and 2) Risk Management Procedures.
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(continued)

RISK MANAGEMENT AND INTERNAL CONTROL
(continued)

Risk Governance Structure

The Group's risk governance structure is based on a “Three Lines of
Defense” model, with oversight by the Board on an ongoing basis
and is reviewed by the Audit Committee and subsequently reported
to the Board on the effectiveness of the risk management system.

Under the “Three Lines of Defense” model, major risk management
functions and measures in each line is as follows:

81

EREREE
()

[ e B B % PR B BE 4 (48)

R EARE

AEBEN=EHGEARERRIEEZTSHEA
REEASNFEEE  UEEERZBEEES
Mg ERAEZSERAREERRESH
R o

E=EREEAT  ETHENTEEREER
REMFEIELAT

2nd Line of Defense:
Risk Monitoring Function
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1st Line of Defense:
Risk Management Function
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3rd Line of Defense:
Independent Assurance Function
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1) Identify and evaluate risks, adopt
measures to manage risks
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2) Self-assessment on the
effectiveness of the measures, 2)
adjust timely to mitigate risks
BERBEEROKI - EHRH
BEBEE
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) Monitor design appropriateness | 1)
and implementation of risk
management procedures
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Promote delivery of risk
management information
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Independent assessment

on the appropriateness

and effectiveness of risk
management system
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Risk Management Procedures

The Group adopted and implemented a risk management policy and
procedures that is appropriate to the Group by making reference
to the Committee of Sponsoring Organisation of the Treadway
Commission (“COSO") Enterprise Risk Management Framework.

The Board is responsible for assessing and determining the Group's
risk appetite regarding the nature and magnitude and constructs a
risk management procedures allowing a tone at the top and bottom
up reporting.

Top-Down Approach

The Board, through the management of the Group, communicates to
entities, divisions, operating units and subsidiaries regarding potential
effects on inherent risks and emerging risks, and defines standards on
the Group’s risk appetite and risk tolerance level.
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RISK MANAGEMENT AND INTERNAL CONTROL
(continued)

Bottom Up Approach

Based on the guidance from the Board and incorporation of annual
operating plan, the Group’s entities, divisions, operating units and
subsidiaries identify potential risks that affect the achievement of
objectives. Every potential risk is evaluated based on the impact and
likelihood. Appropriate risk responses, such as accepting, avoiding,
transferring and controlling, are used to manage the risks based on
the assessment results and the risk appetite and risk tolerance level
defined by the Board.

The Board is responsible for the Group’s risk management system
and for reviewing its appropriateness and effectiveness. The Audit
Committee is authorised to assist the Board to conduct relevant
review. The Group’s risk management system manages, but not
eliminates, risks against the achievement of the Group’s objectives,
and provides a reasonable, but not absolute, assurance against
material misstatement or loss.

The management monitors the design and implementation of the
risk management procedures on an ongoing basis. The internal audit
department assesses the effectiveness of the risk management system
independently. The Audit Committee monitors, assesses and reviews
the findings of risk management systems from the management and
the internal audit department of the Group on an ongoing basis, and
regularly report to the Board.

The management of the Group provided a confirmation to the Audit
Committee on the effectiveness of the risk management system this
year, and considers the system is effective and adequate. The Audit
Committee reviewed and reported the review to the Board.
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INSIDE INFORMATION DISCLOSURE POLICY

The Company adopted an inside information disclosure policy (the
“Inside Information Disclosure Policy”) on 21 December 2015 which
sets out the procedures for the handling and dissemination of inside
information with a view to preventing uneven, inadvertent or selective
dissemination of inside information and ensuring shareholders and
the public are provided with full, accurate and timely information
about the activities and the financial condition of the Group. The
Inside Information Disclosure Policy covers the following:

e setting out the processes for identifying, assessing and escalating
potential inside information to the Board;

e setting out the responsibilities of officers in preserving the
confidentiality of inside information, escalating upwards any
such potential information and cascading down the message
and responsibilities to relevant staff; and

e identifying who are the Company’s authorised spokespersons
and their responsibilities for communications with stakeholders
of the Company.

In addition, the Company has communicated to all relevant staff
regarding the implementation of the Inside Information Disclosure
Policy.

The Board considers that the Company’s existing measures are
effective and appropriate compliance mechanisms to safeguard the
Company and its officers in discharging their disclosure obligations in
respect of inside information.

The Inside Information Disclosure Policy is posted on the website of
the Company.
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AUDITOR’S REMUNERATION BB =
During the year, the remuneration paid/payable to the auditor of the ~ FRE B F A RQ B4 B A B £ & 51 40
Company is set out as follows: K
HK$’'000
Services rendered Frid AR 7% BT
Statutory audit services for 2019 ZE-NFEEAEETRE 1,600
Non-statutory audit services: IEETEE IR ¢
Review on interim financial report MNP BRE 350
Other services EH At AR5 64
2,014

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL EENBBHRENSE
STATEMENTS

The Directors acknowledge their responsibility for preparing financial ~EZ=#RMFIE ETHENEBMIFERE - LA
statements of the Group which give a true and fair view of the state BREEEAFT LA TR AEBNER - 3
of affairs of the Group on a going concern basis and in presenting the R 2 FEE & K& R E M _E R BT E sk
annual and interim reports and other financial disclosures required ~ E i1 75 FERy - EHAR N F& - AW RBA
under the Listing Rules, the Directors aim to present a balanced, M FEAEBEMRMATS -

clear and understandable assessment of the Group’s position and

prospects.

The statement of the auditor of the Company, PricewaterhouseCoopers, A2 Bl M % EATE LR KB E TR BB EAR
about its reporting responsibilities on the audited consolidated financial —~ 25116 B % 5 1245 MY 8 3 1% B A0 8 5 P 3L
statements of the Group is set out in the Independent Auditor's Report R AEBEEZGA M BERENBRS TIELE
on pages 116 to 124 of this annual report. B o
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(continued)

DIVIDEND POLICY

The Company has a policy on the payment of dividends, which is set
out in the section headed “Directors’ Report” of this annual report .

COMMUNICATION WITH SHAREHOLDERS

On 22 March 2012, the Board adopted a Shareholders’
Communication Policy reflecting the current practices of the Company
for communication with its shareholders. Such policy aims at ensuring
the shareholders of the Company are provided with ready, equal and
timely access to balanced and understandable information about the
Company, in order to enable shareholders to exercise their rights in
an informed manner, and to allow shareholders to engage actively
with the Company. The Board would review the policy regularly.

To foster effective communications with the shareholders,
the Company provides extensive information in its annual
and interim reports and announcements. All shareholders’
communications are also available on the Company’s website at
www.shougang-resources.com.hk.

Pursuant to code provision E.1.2, the chairman of the board should
attend the annual general meeting and invite the chairman of other
committees to attend. The annual general meeting of the Company
provides a useful forum for shareholders to exchange views with the
Board. All Directors will make an effort to attend, external auditor
will also be available at the annual general meeting to address
shareholders’ queries. In case of any general meeting to approve
a connected transaction or any other transaction that is subject to
independent shareholders’ approval, members of the independent
Board committee will also make an effort to attend to address
shareholders’ queries.
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COMMUNICATION WITH SHAREHOLDERS
(continued)

B iR 3R B9 78 8 ()

PricewaterhouseCoopers, the auditor of the Company, attended the ARAGRKEME EFABEHMEBHLEE T
AGM 2019, and the Directors’ attendances are as follows: ZE-NERRBAFAT  MERMESLERT

BT

AGM 2019

—E-hF
Directors 2= BRAFAE
Executive Directors HITES
Ding Rucai (Chairman of the Board, the Executive TS (EEE WITLEEE v

Committee and the Nomination Committee) MIREEZEEER)

Li Shaofengote’ = v
Fan Wenlitete 3B 3 A N/A 7~ F
So Kwok Hoo e = v
Chen Zhaogiang R IK 9% v
Liu Qingshan 2EF 1L v
Non-executive Directors FHITES
Leung Shun Sang, Tonytete 2 g A= X
Chang Cun BF X
Shi Yubagote” REE N/A i
Independent Non-executive Directors BYFHTES
Kee Wah Sze wEL v
Choi Wai Yin (Chairman of the Audit Committee) BEB(EZZEYTRE) v
Chan Pat Lam FER AR AR v
Japhet Sebastian Law (Chairman of the Remuneration Committee) Z#XE(HFHEEEEF) v

Note I:  Mr. Li Shaofeng resigned as a Director on 1 November 2019.

il FLOBREEER-_Z-AFT+-A-—HBRGEE

E 8
Note Il:  Mr. Fan Wenli and Mr. Shi Yubao have not been appointed as the — i#// © ZZE—NFERFBEFRGRIT2E - SEXFIL
Directors when the AGM 2019 was held. ERKEBEAENABEZERES -

Note lll:  Mr. Leung Shun Sang, Tony retired as a Director after the conclusion &/l :  ZRIEEEEER T —NLFERRBAFK
BIRTEEHS -

of the AGM 2019.

Y




CORPORATE GOVERNANCE REPORT

(continued)

COMMUNICATION WITH SHAREHOLDERS
(continued)

All notices of general meetings dispatched by the Company to
its shareholders for meetings held will be sent for annual general
meeting at least 20 clear business days before the meeting and at
least 10 clear business days for all other general meetings, if any.
Separate resolutions will be proposed at general meetings on each
substantially separate issue, including the election of individual
Directors, and all resolutions put to the vote of a general meeting
will be taken by way of a poll. At the general meetings, the chairman
of the meetings will explain the procedures for conducting a poll
and answer questions from shareholders on voting by poll, if any.
The results of the poll will be published on the websites of the Stock
Exchange and the Company respectively. During the year, the general
meeting of the Company was held in accordance to the aforesaid
arrangement.

SHAREHOLDERS' RIGHTS

Convene a General Meeting

Shareholder(s) representing at least 5% of the total voting rights of
all shareholders of the Company having a right to vote at general
meetings can request the Directors to call a general meeting pursuant
to Section 566 of the Companies Ordinance. The request must state
the general nature of the business to be dealt with at the meeting
and may include the text of a resolution that may properly be moved
and is intended to be moved at the meeting. Such request must
be authenticated by the shareholder(s) making it and sent to the
Company in hard copy form or in electronic form for the attention of
the Company Secretary.
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(continued)

SHAREHOLDERS' RIGHTS (continued)
Put Forward Proposals at Shareholders’ Meetings

Shareholder(s) representing at least 2.5% of the total voting rights
of all shareholders of the Company or at least 50 shareholders
who have a relevant right to vote at a general meeting can request
the Company to circulate to the shareholders of the Company a
statement of not more than 1,000 words with respect to a matter
mentioned in a proposed resolution or other business to be dealt
with at that meeting pursuant to Section 580 of the Companies
Ordinance. The expenses shall be borne by the shareholder(s) making
the request unless the meeting concerned is an annual general
meeting and the statement is received by the Company in time for
sending with the notice of the meeting. The request must identify
the statement to be circulated, and must be authenticated by the
shareholder(s) making it and sent to the Company in hard copy form
or in electronic form for the attention of the Company Secretary at
least 7 days before the meeting to which it relates.

Shareholder(s) representing at least 2.5% of the total voting rights of
all shareholders of the Company or at least 50 shareholders who have
a right to vote on the resolution at an annual general meeting can
request the Company to give to the shareholders of the Company
notice of a resolution that may properly be moved and is intended to
be moved at that meeting pursuant to Section 615 of the Companies
Ordinance. The request must identify the resolution of which notice is
to be given, and must be authenticated by the shareholder(s) making
it and sent to the Company in hard copy form or in electronic form
for the attention of the Company Secretary no later than 6 weeks
before the annual general meeting to which the requests relate, or if
later, the time at which notice of the meeting is given.

Shareholders’ Enquiries

Specific enquiries or suggestions by shareholders can be sent in
writing to the Board or the Company Secretary at our registered
office or by email to the Company. In addition, shareholders can
contact Tricor Tengis Limited, the share registrar of the Company, if
they have any enquiries about their shareholdings and entitlement to
dividend. Relevant contact details are set out on page 3 of this annual
report.

CHANGE IN CONSTITUTIONAL DOCUMENTS

There is no change in the Articles during the year.
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DIRECTORS' REPORT

The Board have pleasure in submitting their report and the audited
consolidated financial statements of the Group for the year ended 31
December 2019.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
activities of its principal subsidiaries and associate are set out in notes
37 and 20 to the audited consolidated financial statements.

RESULTS

The results of the Group for the year ended 31 December 2019 and
the financial position of the Group at that date are set out in the
audited consolidated financial statements on pages 125 to 232 of
this annual report.

DIVIDEND POLICY

The Board formalised and adopted a dividend policy for the Company
which took effect from 12 December 2018 and it aims to allow the
Shareholders to participate in the Company’s profits whilst retaining
adequate reserves for the future growth of the Group.

The Company intends to distribute not less than 40% of its net profit
attributable to the shareholders (not less than dividend payout ratio
of 40%) in each financial year as dividends. However, the Board will
take into account certain factors of the Group when considering
the declaration or recommendation of dividends, which includes the
actual and expected financial performance, retained earnings and
distributable reserves, liquidity position, general economic conditions,
business cycle of the Group's businesses and other internal or external
factors that may have an impact on the businesses or financial
performance and position of the Group, and other factors that the
Board may consider relevant.

Subject to Shareholders’ approval of the proposed final dividend at
the AGM 2020, the dividend payout out ratio for the year ended 31
December 2019 is approximately 80%.
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DIVIDEND

The Board has proposed a final dividend of HK8.7 cents per Share for
the year ended 31 December 2019 (2018: HK8.5 cents per Share),
payable to shareholders whose names appear on the register of
members of the Company at the close of business on Monday, 8 June
2020. The proposed final dividend together with the interim dividend
paid in 2019 will make a total dividend of HK17.2 cents per Share for
the year ended 31 December 2019 (2018: HK16.8 cents per Share).

Subject to Shareholders’ approval of the proposed final dividend
at the AGM 2020 to be held on Thursday, 21 May 2020, the final
dividend is expected to be paid on Thursday, 23 July 2020. In
order to qualify for the proposed final dividend, all transfer forms
accompanied by the relevant share certificates must be lodged with
the Company’s share registrars, Tricor Tengis Limited at Level 54,
Hopewell Centre, 183 Queen’s Road East, Hong Kong, not later than
4:30 p.m. on Monday, 8 June 2020 for registration.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December
2019 is set out in the sections headed “Chairman’s Statement” and
“Management Discussion and Analysis” on pages 12 to 14 and pages
15 to 32 of this annual report respectively.

FIVE-YEAR FINANCIAL SUMMARY
A summary of the published results and of the assets and liabilities of

the Group for the last 5 financial years is set out on page 233 of this
annual report.

BORROWINGS
As at 31 December 2019, the Group had no borrowings.

SHARE CAPITAL

Details of the Company’s share capital during the year are set out in
note 33 to the audited consolidated financial statements.

EEEHRE®

g

EEZeERREHE_T-NEF+A=+—H
IEFE 2 KRR S tﬂx 71&@87?&%(_;*
NE  BRARBRMGSSE N FRIBE_ZFX
ANBEH)EERBERRRIAAFRKRE
ZHMAZERE - AFtERIRHAKRERERZZ
—NFEREZEZFHRES  HE-_Z—NLF+=A
—+—HULEFEMRERREKAETRAFR
P17.28W(ZE—N\F : FRAFRH16.875

i) -

FRER_Z_EFAA-T—HEHM)ET
ZfzfjiﬂxiﬂiﬁAiﬁt&%ﬁ/ﬁ*Eﬁﬂiﬂﬂ
RE®  FHREREER-_ZE_TFLA=-T
ZHEHMIEE - AREEREREEZ LR
HRE - FEBPXHEREEREXNERZ
?_7$/\)EU\E|(EHH*)TLF|EE =+55
REARRIZBROBEFELESEZERER
NE I RBEAERFRER183RNE A 1,54
Z - DIERNBRER -

RBERE
AEMBE-T-AF+-A=+-BLFEZ
EBOEA BN AFREAZEUAL[E
BREEIRESEEENAZ[EEERMRES
#l

LEMBRE

AEBMBEAARRFEZ AMERREERSR

BEMEH N ANFHRE2338 °

CR
AEBR-T-AF+-A=+—BUMEE -
g

REERA - ARBRAZFBHII N EFZER
PR RR I RE33 -

U>



DIRECTORS’ REPORT (continued)

DONATIONS

Charitable donations made by the Group during the year amounted
to approximately HK$1,293,000.

DIRECTORS

The Directors during the year and up to the date of this report were
as follows:

Ding Rucai

Li Shaofeng (resigned on 1 November 2019)
Fan Wenli (be appointed on 1 November 2019)
So Kwok Hoo

Chen Zhaogiang

Liu Qingshan

Leung Shun Sang, Tony (retired on 16 May 2019)
Chang Cun

Shi Yubao (be appointed on 1 September 2019)
Kee Wah Sze*

Choi Wai Yin#

Chan Pat Lam*

Japhet Sebastian Law*

# Independent Non-executive Director

In accordance with article 102(A) of the Articles, Mr. So Kwok Hoo,
Mr. Chen Zhaogiang, Mr. Liu Qingshan and Mr. Chan Pat Lam, will
retire at the AGM 2020 by rotation, whereas in accordance with
article 93 of the Articles, Mr. Fan Wenli, whose appointment as the
Executive Director took effect on 1 November 2019 and Mr. Shi
Yubao, whose appointment as the Non-executive Director took effect
on 1 September 2019, shall hold office until the AGM 2020.

Mr. So Kwok Hoo, who has been an Executive Director since 1998,
and Mr. Chan Pat Lam, who has been an Independent Non-executive
Director since 2004, both have indicated their intention not to offer
themselves for re-election and will retire at the conclusion of the
AGM 2020, as they wish to devote more time to pursue their other
personal business and arrangements. All the other retiring Directors,
being eligible, offer themselves for re-election at the AGM 2020. The
re-election of these retiring Directors will be individually voted on by
Shareholders.
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DIRECTORS OF SUBSIDIARIES

During the year and up to the date of this report, directors of the
subsidiaries of the Company include Ding Rucai, Li Shaofeng?, Fan
Wenli, So Kwok Hoo, Chen Zhaogiang, Liu Qingshan, Gao Xingang,
Gao Xiangdong, Kang Jizhong, Fu Jinghua, Chen Hui, Liang Weiming,
Wang Dongming, Xue Kang, Zhang Yanjun, Zhang Zhiwen, Zhang
Xiaojun, Tian Fengfa, Yang Jiyou, Kang Jianping, Song Yangping,
Yang Jianquan¥, Yin Dengfeng* and Zhang Yongchao*.

. As of the date of this report, that person had ceased to be the director
of the subsidiary of the Company.

DIRECTORS’ INDEMNITIES AND INSURANCE

As permitted by the Articles, 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 which he or she may sustain
or incur in or about the execution of the duties of his or her office or
otherwise in relation thereto.

The Company has arranged appropriate directors’ and officer’s
liability coverage for the directors and officers of the Company.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the AGM 2020 has a service
contract with the Company, which is not determinable by the
Company within 1 year without payment of compensation other than
statutory compensation.

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.
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DIRECTORS’ REPORT (continued)

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING

SHARES AND DEBENTURES

The Directors who held office at 31 December 2019 had the
following interests in the Shares as at that day as recorded in the
register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant

to the Model Code of the Listing Rules:
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Long Positions in the Shares RAEABRDZ2HR

Interests as to %

of the total

number of

Shares in

Capacity in which Number of issue as at

Name of Director interests were held Shares held 31.12.2019

b

R-B-hIEF
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BE2z ERITATRNG

EEHA BEERZZ25% ARRBER WY zEDHE

So Kwok Hoo Beneficial owner 4,000,000 0.075%
BE = EmEA A

Chen Zhaogiang Beneficial owner 2,680,000 0.051%
R Jk 58 EmREEA

Kee Wah Sze Beneficial owner 700,000 0.013%
aHEL E=mEA A

Chan Pat Lam Beneficial owner 200,000 0.004%
FR AR EmEEA

Ding Rucai Beneficial owner 120,000 0.002%
TxkF EnBEEA

Choi Wai Yin Beneficial owner 20,000 0.000%
BEE EmEEA

e Ynepeeey
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES (continued)

Long Positions in the Shares (continued)

Save as disclosed above, as at 31 December 2019, none of the
Company’s Directors, chief executives or their respective associates
had any other personal, family, corporate and other interests or
short positions in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the SFO) as recorded in the register required to be
kept under Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year was the Company or any of its
subsidiaries, its parent company or any subsidiary of its parent
company a party to any arrangement to enable the Directors or
their respective spouses or children under 18 years of age to acquire
benefits by means of the acquisition of shares in or debentures of the
Company or any other body corporate.

DIRECTORS' INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

No transactions, arrangements or contracts that is significant in
relation to the Group’s business to which the Company or any of
its subsidiaries, its parent company or any subsidiary of its parent
company was a party and in which a Director or his/her connected
entities had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.
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DIRECTORS’ REPORT (continued)

DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

During the year and up to the date of this annual report, no Directors
are considered to have an interest in a business which competes or
is likely to compete, either directly or indirectly, with the businesses
of the Group pursuant to Rule 8.10 of the Listing Rules, other than
those businesses of which the Directors were appointed as directors
to represent the interests of the Company.

The change in details of Directors’ interests in competing businesses
disclosed in the previous annual report is illustrated in the table below
in accordance with the requirement of Rule 8.10(2)(c)
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Director Details previously disclosed

BE LEmEER

Ding Rucai Shougang Holding, a company of which Mr.

T4 Ding was a director, carried out coal trading
business through its subsidiaries or associates,
or by way of other forms of investments.
HTEREEFEENaHZEREBEANER
Al E RN RS HEMRETANETREKES
HRTS -

Li Shaofeng Shougang International, a company of which

g Mr. Li was a director, carried out coal trading

business through its subsidiaries or associates,
or by way of other forms of investments.
HEEEEAEENaHERERANER
Al EE AR EMRE T NETHKE S
BRI -

The Board is independent from the boards of the above-mentioned
entities and is accountable to the Company’s shareholders. Coupled
with the diligence of its Independent Non-executive Directors whose
views carry significant weight in the Board’s decisions, the Group is
capable of carrying on its businesses independently of, and at arm’s
length from, the businesses of these entities.

Shougang Holding did not carry out coal trading
business either by itself, or through its subsidiaries
or associates, or by way of other forms of
investments during the year under review.
CEFER  BMERLE  THRAFBENE
NAISEE R AR EMRE T ETERE SN
E R

Shougang International did not carry out coal
trading business either by itself, or through its
subsidiaries or associates, or by way of other forms
of investments during the year under review.
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FEEHRATFRAEZEFEBEARKEAFZE
& o
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DIRECTORS’ REPORT (continued) EEERE@

INTERESTS AND SHORT POSITIONS OF BEIZILZRPEKRIEFHREZRRER
SHAREHOLDERS DISCLOSEABLE UNDER THE SFO R XA

As at 31 December 2019, according to the register kept by the R-ZE—AE+-_A=+—H  BREAQFIRE
Company under Section 336 of the SFO, the following companies % & B3 & 10| 55336158 17 2 B i FTdE - T3
and persons had interests of 5% or more in the Shares and/or ARIKATRRARRG K, KABRDIEFE%
underlying Shares which fell to be disclosed to the Company under — 8tJA E#Ezs - MARIKEF RS KO EXVIEE

Divisions 2 and 3 of Part XV of the SFO: 2R EIDFRAIANTEE -
Long Positions in the Shares/Underlying Shares RATRG HERGZHFRE

Interests as to
% of the total
number of Shares

Capacity in which Number of shares/ in issue as at
Name of shareholder interests were held underlying shares 31 December 2019 Note
Rz
R-ZB-h#F
+=—HBA=+—H
B3, 2RTARRKRSG
BRRERBHEH BEEEZEHR HEROEE By AL Kzt
Shougang Group Interests of controlled corporations 1,582,864,490 29.85% /
EEES RPRE e
Funde Sino Life Beneficial owner 1,539,844,306 29.04% Il
EREmASE E=AA
Jiang Jinzhi (“Mr. Jiang") Interests of controlled corporations 332,914,000 6.28% n

S EE(REED RYERE 2 s




DIRECTORS’ REPORT (continued)

INTERESTS AND SHORT POSITIONS OF
SHAREHOLDERS DISCLOSEABLE UNDER THE SFO
(continued)

Long Positions in the Shares/Underlying Shares
(continued)

Notes:

According to the disclosure form dated 9 April 2019 (being the latest
disclosure form filed up to 31 December 2019), Shougang Group was
interested in the Shares held by its direct and indirect subsidiaries,
namely, Shougang Holding (a company wholly-owned by Shougang
Group, holding 15,492,000 Shares), King Rich Group (a company
wholly-owned by Shougang Holding, holding 83,000,000 Shares), Prime
Success Investments Limited (a company wholly-owned by Shougang
Holding, holding 20,410,000 Shares), Shougang International (a
company held as to 43.99% interests by Shougang Group through its
direct and indirect subsidiaries as per the disclosure form of Shougang
International filed by Shougang Group on 11 December 2019, holding
954,000 Shares), Fair Gain Investments Limited (a company wholly-
owned by Shougang International, holding 149,089,993 Shares),
Fine Power Group Limited (a company wholly-owned by Shougang
International, holding 663,918,497 Shares), and Ultimate Capital
Limited (a company wholly-owned by Shougang International, holding
650,000,000 Shares).

Information per the disclosure form dated 22 May 2014 (being the latest
disclosure form filed up to 31 December 2019).

According to the disclosure form dated 29 January 2018 (being the
latest disclosure form filed up to 31 December 2019), Mr. Jiang was
interested in the Shares held by the companies directly and indirectly
owned by him, namely, Golden China Master Fund (a company
wholly-owned by Mr. Jiang, holding 125,200,000 Shares), Shanghai
Greenwoods Asset Management Limited (a company held as to 75%
interests by Mr. Jiang, holding 74,248,000 Shares), Greenwoods Asset
Management Limited (a wholly-owned subsidiary of Greenwoods Asset
Management Holdings Limited which was held as to 81% interests by
Unique Element Corp. which in turn was wholly-owned by Mr. Jiang,
holding 28,166,000 Shares), and Greenwoods China Alpha Master Fund
(@ wholly-owned subsidiary of Greenwoods Asset Management Limited,
holding 105,300,000 Shares).

g5
= —
=
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EEEHRE®

i
rE

BREZRPEFRAAETHRE ZRR

R A (&)

RARRE,HERDZFRE (@)

Witk -

BER-_E-NAFHNANBNEEREWDHES
—E-AF+Z AT BURBRERINEER
B)FET aNSEEREEEREENRBR
AT ARRDF AR - BEMIERGss
15,492,000 R ARG - EREMER L2 EHE
#)2 &) * King Rich Group(3%%483,000,000/% 2
AIRY HABMIER2EHAEWAE) * Prime
Success Investments Limited (3574 20,410,0000% 22
ARG c HAHMIERE2ERENAR) BREA
B (3 E954,000lk AR - IHBEMEE T
—hWEFT-_A+—AECRERERZEERE
MER HARNEREZREERMENBARR
#H43.99% KA A]) ~ Fair Gain Investments
Limited(33 5 149,089,993 A G - HEAEK
BIFR 2 &AM AE]) * Fine Power Group Limited
(3546663,918,497TR N AIKMD - EABHREES
EHEAHAT) - BUltimate Capital Limited 58
650,000,000k A RIS - EAERER2EHAR
BT ©

B_Z-NFEFRAA -+ -_ENRERBUWNEE
TE-NAFT AT -BHIESRERNEESR
RIPTRER -

BB ) \F—AZTNANBEBRREULTE
BT -NFTZAZTHLEREERNER
RIBHPETR  BEEEREEELHERENR
RIPTFEE R ARG R HEF #E - BlGolden China
Master Fund (7 125,200,000 A A1 15 - H A&
BiaE2EHABM AR  Shanghai Greenwoods
Asset Management Limited(37%674,248,0000%
RNAERGD  ERBEEHATS%EZHAF)
Greenwoods Asset Management Limited (3% 5
28,166,00008 A AR5 - H /& Greenwoods Asset
Management Holdings LimitedZ 2 &K B2 &) -
AR Z81%KE A Unique Element Corp. ## % -
fMUnique Element Corp. Bl &L E2EHA)
K Greenwoods China Alpha Master Fund(3% %5
105,300,000/ A Bl 7+ E A Greenwoods Asset
Management LimitedZ 2 & B R 7)) °
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DIRECTORS’ REPORT (continued)

INTERESTS AND SHORT POSITIONS OF
SHAREHOLDERS DISCLOSEABLE UNDER THE SFO
(continued)

Long Positions in the Shares/Underlying Shares
(continued)

Save as disclosed above, as at 31 December 2019, the Company
has not been notified of any other person (other than the Directors
and chief executives of the Company) who had an interest or short
position in the Shares and/or underlying Shares which fell to be
disclosed to the Company under Divisions 2 and 3 of Part XV of the
SFO.

CONTROLLING SHAREHOLDERS’ INTEREST IN
CONTRACTS OF SIGNIFICANCE

The Company had no controlling shareholder (as defined under the
Listing Rules) during the year.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, there is a sufficiency of
public float of the Company’s securities as required under the Listing
Rules as at the date of this annual report.

SHARE OPTION SCHEME

On 25 May 2012, the shareholders of the Company adopted a share
option scheme (the “Share Option Scheme”).

The purpose of the Share Option Scheme is to enable the Company
to grant share options to selected participants as incentives or
rewards for their contribution or potential contribution to the
Company and/or any of its subsidiaries and/or any entity in which
any member of the Group holds any equity interest (the “Invested
Entities”). The Share Option Scheme shall be valid and effective from
29 May 2012, being the date on which the Listing Committee of the
Stock Exchange granting its approval to the listing of, and permission
to deal in, the Shares which may fall to be issued upon exercise of the
options to be granted under the Share Option Scheme, and ending
on 25 May 2022, being the tenth anniversary of the date on which
the Share Option Scheme was adopted by the shareholders of the
Company (both dates inclusive).

EEEHRE®

BREFZRPEROETFHRE 2RR
Em kKA (&)

RARRE,HERDZFRE (@)

BREXFIHBEEIN  RZE-NEFE+A=1+—
B ARRAEEEZETAEMAT(ESEARA
Em{THRABRINBA - RRERRBARGD R
SAEE AR TR BERIOXR - MAREE
HEEEGOIEXVEBE2RE3IDF M AR FH

==
B ©

ERBRRREERZ 2

ARRRANFEABEZERARR G EmRRE T
HRE) ©

NRERE
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BRESE
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47 — BB RERT 2 ([ st 2l )) -
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DIRECTORS’ REPORT (continued)

SHARE OPTION SCHEME (continued)

Under the Share Option Scheme, the Board may, at its discretion,
offer full-time or part-time employees, executives, officers or directors
(including executive and non-executive directors) of the Company or
any of its subsidiaries or any of the Invested Entities, and any advisors,
consultants, agents, suppliers, customers and distributors, who, in
the sole opinion of the Board, will contribute or have contributed to
the Company and/or any of its subsidiaries and/or any of the Invested
Entities, share options to subscribe for Shares.

No share option has been granted under the Share Option Scheme
since its adoption. The maximum number of Shares available for
issue upon exercise of all share options which may be granted under
the Share Option Scheme is 530,183,784, representing 10% of the
Shares in issue as at the date of this annual report. The total number
of Shares issued and which may fall to be issued upon the exercise of
share options to be granted under the Share Option Scheme and any
other share option scheme(s) of the Company (including exercised,
cancelled and outstanding share options) to each grantee in any
12-month period up to the date of grant shall not exceed 1% of the
number of Shares in issue as at the date of grant. Any further grant
of share options in excess of this 1% limit shall be subject to the issue
of a circular by the Company and shareholders’ approval in a general
meeting. In addition, any share options granted to a Substantial
Shareholder or an Independent Non- executive Director, or to any of
their associates, which would result in the Shares issued and to be
issued upon exercise of all options already granted and to be granted
(including options exercised, cancelled and outstanding) to such
person in the 12-month period up to and including the date of the
offer of such grant (a) representing in aggregate over 0.1% of the
Shares in issue on the date of the grant; and (b) having an aggregate
value of in excess of HK$5,000,000 (based on the closing price of the
Shares as stated in the daily quotations sheet of the Stock Exchange
on the date of each grant), such further grant of options shall be
subject to the issue of a circular by the Company and shareholders’
approval in a general meeting on a poll at which the grantee, his/
her associates and all core connected persons of the Company shall
abstain from voting in favour of the resolution concerning the grant
of such options, and/or such other requirements prescribed under the
Listing Rules from time to time. A connected person of the Company
will be permitted to vote against the grant only if his intention to do
so has been stated in the circular. Any grant of share options to a
Director, chief executive or substantial shareholder of the Company,
or to any of their associates, is required to be approved by the
Independent Non- executive Directors (excluding the Independent
Non-executive Director who is the grantee of the options).
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DIRECTORS’ REPORT (continued)

SHARE OPTION SCHEME (continued)

The period during which a share option may be exercised will be
determined by the Board at its absolute discretion, save that no share
option may be exercised more than 10 years after it has been granted
under the Share Option Scheme. There is no requirement that a
share option must be held for any minimum period before it can be
exercised but the Board is empowered to impose at its discretion any
such minimum period at the time of offer of any share options.

The exercise price in relation to each share option will be determined
by the Board at its absolute discretion and shall not be less than the
highest of (i) the closing price of the Shares as stated in the daily
guotations sheet of the Stock Exchange on the date of offer of share
options; (ii) the average closing price of the Shares as stated in the
daily quotations sheets of the Stock Exchange for the 5 business days
immediately preceding the date of offer of share options; and (iii) the
nominal value of a Share on the date of offer of share options. Each
of the grantees is required to pay HK$1.00 as a consideration for
his acceptance of the grant of share options in accordance with the
Share Option Scheme. The offer of share options must be accepted
within 30 days from the date of the offer.

Share options to be granted under the Share Option Scheme do
not confer rights on the holders to dividends or to vote at general
meetings.

No share option has been granted under the Share Option Scheme
since its adoption. Accordingly, as at 31 December 2019, there was
no share option outstanding under the Share Option Scheme.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements that will or may result in the Company
issuing shares or that require the Company to enter into any
agreements that will or may result in the Company issuing shares
were entered into by the Company during the year or subsisted at
the end of the year.

EEEHRE®

fBRAESTE ()

EEeneRETBREZTERR  ETER
RIBZBBERT 8 h B E 2 BT 105F1R
176 - XEMEBRER TITEABEREZR
RHIR  HEFESARNROEMNBRESRE
BEZ&EHR -

EEBEZITEESHESTSRET - B
BABIRUATZHEEE  (WNELBRERS
NEBMDEREE AT B RR ZWHE - (NBER
H BB R B B AT S B2 % A AR i SR B AP
AR FHEME  RNREBEBREISRA
Ak zEE - REZBRESS - SERAR
SASEE10TIEREMER TRIRIEZRE -
R T ZEREARIE L BR300 AR

RIBZB AT B TRE ZBBEL A T #
BAERBRBINBRAEG LIREZHER -

BERMzBERE SR SERBLFERLE
i - Bt R-T-AF+-_A=+—H8 " #
BIREZIBIERT B 2 M ARTTEBBAE -

SH W=

RERNRFELERE - ARAHET L RFEE
MR EHBGER SR ERAREHETRD
HAREAR BRI A B 5 € KA EHARF
BT o



“E-NEFR BERBELEREEAERAT 101

DIRECTORS’ REPORT (continued)

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 (whether on the
Stock Exchange or otherwise) during the year.

DISTRIBUTION RESERVES

At the end of the reporting period, the Company had approximately
HK$913,787,000 reserves available for distribution as calculated in
accordance with the relevant provisions of the Companies Ordinance,
of which approximately HK$461,260,000 has been proposed as a
final dividend for the year.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, revenue from sales of goods to the Group’s
five largest customers accounted for approximately 73.5% of the
total revenue from sales of goods for the year and revenue from
sales of goods to the largest customer included therein amounted
to approximately 30.7%. Purchases from the Group’s five largest
suppliers accounted for approximately 44.7% of the total purchases
for the year and purchases from the largest supplier included therein
amounted to approximately 16.9%. Shougang Group, which
together with its subsidiaries, was one of the top five customers of
the Group. Save as disclosed above, none of the Directors of the
Company or any of their close associates or any shareholders (which,
to the best knowledge of the Directors, own more than 5% of the
number of issued Shares) had any interest in the Group's five largest
customers and suppliers.
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DIRECTORS’ REPORT (continued) EEEHRE®

CONTINUING CONNECTED TRANSACTIONS AND BRERERXIREERS
CONNECTED TRANSACTIONS

(a) Continuing Connected Transactions (a) HEREXRS
During the year under review and up to the date of this annual T RREEFEARBERFRB M
report, the continuing connected transactions recorded are BoRBRERSD

summarised as follow:

V)

Date and Name of the agreement: 16 November 2017 The Second Master Agreement

IE ASELYSE —ZE—+HFt+—ATRBE_MOEHE

Nature of the transaction: (i)  Supply coking coal products to the connected party; and
RHME - MEAEATHEERER &

(i) Purchase of steel material from the connected party

FIREA LR B S E Y

Parties of the transaction: (@) The Company and/or its subsidiaries
o HEE-DE EAN/NCTD S =31 b= RNC]

(b) Shougang Group and/or its associates (the “Counterparty”)

HMEER SHEBEAT(RST))

Change of relationship: When the agreement was entered into, Shougang International was
FREE a subsidiary of Shougang Group. As Shougang International was a

substantial shareholder of the Company, Shougang Group was also a
substantial shareholder of the Company and the transactions between the
Group and the Counterparty became continuing connected transactions
for the Company for the purpose of the Listing Rules.

FilmEE  aREBAEHKEZHMEAR - AR BERERAEALQE
ZEFERR  HMEETKARRGZEERE - BEBRE ETHARR -
AEBERGH 2 RXGBRARR L HEEERS -

On 9 April 2019, Shougang Group ceased to be a holding company
of Shougang International, and thus the Counterparty was no longer
a connected person (as per the definition of the Listing Rules) of the
Company. The transactions contemplated under the Second Master
agreement would not constitute a connected transaction from this date
onwards.

RZZ-NFHANE  EREETBEREERERZERAAF - LR
SATBBARRARINBEAT(RRBR ETRAER) - BZBEE F=M
BHBETHRETHRITEBRAERS -
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DIRECTORS’ REPORT (continued) EEERE@

CONTINUING CONNECTED TRANSACTIONS AND KFEREXSIRBERS (B
CONNECTED TRANSACTIONS (continued)

(a) Continuing Connected Transactions (continued) (a) FEBEXRS (&)

(1) (continued) (&)

Description and purpose The Group (i) supplied coking coal products to the Counterparty since
of the transaction: 2010 and (ii) purchased steel materials from the Counterparty since 2015
R kB - in its usual and ordinary course of business. The purpose of entering into

the Second Master Agreement was to regulate the continuing connected
transactions between the Group and the Counterparty for the 3 financial
years ending 31 December 2020.

AEEGNE T ZFEREEERBEEBBEFRAII HHEERK
Efm URHEZZE-—AFEREIRERATESARTRARSTEE
MEE - FIVE _HBEBZNENRATEEARERRGHEEC
ZE_EET AT -BIBEMBEEETORERERS -

The Second Master Agreement was approved, confirmed and ratified by
the independent shareholders of the Company on 21 December 2017.
Details of the continuing connected transactions contemplated under the
Second Master Agreement have been disclosed in the announcement
of the Company dated 16 November 2017 and in the circular of the
Company dated 4 December 2017.

BB EECR T +tF T A+ —BEARRABREL
- HERRER - F_NEBBRETHEFRERINFBERAHAC
T+ F+—-—ATRBNERRFAERBHA-E—+tF+_AMNBEH
ARRBHAELREE -
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CONTINUING CONNECTED TRANSACTIONS AND KFEREXSIRBERS (B
CONNECTED TRANSACTIONS (continued)

(a) Continuing Connected Transactions (continued) (a) FEBEXRS (&)

(1) (continued) (&)

Term: 1 January 2018 to 31 December 2020

FH —E-N\F-A-BE_ZE-_ZEF+-_A=+—H

Annual Cap: Nature (i) For the year ended 31 December 2018: RMB870,000,000
FELER : M (i) HE-_Z—)\F+ZA=+—H1EFE : AR%870,000,0007T

For the year ended 31 December 2019: RMB1,310,000,000
BE-Z-NAF+-A=+—HLFE : AK¥1,310,000,0007T

For the year ending 31 December 2020: RMB1,510,000,000
HEZ-_ZTF+-_A=+—HILFE : AR¥1,510,000,0007C

Nature (ii) For the year ended 31 December 2018: RMB50,000,000
E3={(D) BHE-_ZT—/\E+-A=+—HLFE : AR¥50,000,0007C

For the year ended 31 December 2019: RMB52,000,000
BE-Z-hHF+ZA=+t—-HLFE: AR%¥52,000,0007T

For the year ending 31 December 2020: RMB54,000,000
HE-_Z-_ZF+_-_A=+—HILLFE : AK¥54,000,0007T

The amount of connected transactions Nature () RMB315,039,000 (equivalent to HK$357,411,000)
for the year ended 31 December 2019 MHEG  AR¥315,039,0005T (FE #357,411,000% 1)
under this agreement:

HEE T HE—_S—NF1+=H Nature (i) RMB1,746,000 (equivalent to HK$1,981,000)

=t BLtLFEEHERS &5 ME ) ARE1,746,0007T (FBE 71,981,000 7T)
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DIRECTORS’ REPORT (continued) EEEHRE®

CONTINUING CONNECTED TRANSACTIONS AND KFEREXSIRBERS (B
CONNECTED TRANSACTIONS (continued)

(a) Continuing Connected Transactions (continued) (a) HEREXRS (&)
(In
Date and Name of the agreement: 31 August 2018 Tenancy Agreement
EAEE IS ZE-N\FNR=1+—BHEEHZE
Nature of the transaction: Rent the premises owned by the connected party as the Group's office
RHME - HERMEATHEENDEREREENAE
Parties of the transaction: (@ The Company and its certain wholly-owned subsidiaries (the
P HEEYE “Tenants")

RRRINREETZ2EWMBAR(ESD

(b)  Winluck Properties Limited — a wholly-owned subsidiary of Shougang
Group (the “Landlord”)
KEBEBERAR - RENEE 22 EMBAR (%X

Change of relationship: When the agreement was entered into, Shougang International was a
RAREE substantial shareholder of the Company, its holding company, Shougang

Group, was also a substantial shareholder of the Company. Accordingly,
the transactions between the Group and Shougang Group and/or its
associates became connected transactions for the Company under the
Listing Rules. Since the Landlord was an indirect wholly-owned subsidiary
of Shougang Group, the transaction under the Tenancy Agreement
constituted a continuing connected transaction for the Company under
the Listing Rules.

FEHHEE  AREBREBAARRZEEZRRE HEKRARIEHER
MRANRZEERER - Bt - BB TR AEEEEHEER
SHBBALZRIBRARTZEAERS - EREIREHER2H
E2EWBAR  BRELHRAY HEBBRA T ZXIBRARFIZ —
BRERER S -

On 9 April 2019, Shougang Group ceased to be a holding company of
Shougang International, and thus the Landlord was no longer a connected
person (as per the definition of the Listing Rules) of the Company. The
transactions contemplated under this agreement would not constitute a
connected transaction from this date onwards.

RZZB-NFHANE  EMEETBSERERZERAIGE @ b
FIBEBAARIMNBEAT(RRBRETRAUER) - BZAE - KipRIA
THHEITOR G T EEXEERS °
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CONTINUING CONNECTED TRANSACTIONS AND

EESHE®@

FEBEXZRBEXRS (R)

CONNECTED TRANSACTIONS (continued)

(a) Continuing Connected Transactions (continued)

(a) BEBEXRZ ()

(I) (continued)(4&)

Description and purpose
of the transaction:

R ER

The Group has been using the premises as its office. The Tenancy
Agreement entered into between the Tenants and the Landlord serves to
renew a tenancy agreement which expired on 31 August 2018. The Board
considered that the continued use of the premises as the Group’s office
would generate benefits to the Group as a whole in terms of saving on
relocation and relevant administration costs.
AEE-—EERAZYEERBAE - HPEEFRITHERRNBNT)
RRZE-N\FNA=+—HIHERZHERZED EFTTRRHE
BEAZDERAEBRRAEAHERERARBATRER - HAE
B = R

Details of the continuing connected transactions contemplated under the
Tenancy Agreement have been disclosed in the announcement of the
Company dated 31 August 2018.

HERZRE THBERERINFBENRAHRT
AR RRREANERE

—NFENA=+—H

Term:

£

1 September 2018 to 31 December 2020
—N\FNA—REZZE-_ZTF+_A=+—H

Annual Cap:
FELR:

For the period from 1 September to 31 December 2018: HK$ 1,252,000
—E-N\FENA—BE+ZA=+—H 1B : 1,252,000 T

For the year ended 31 December 2019: HK$3,756,000
BE-_ZF-NAF+-A=1+—-HLLFE : 3,756,000/& T

For the year ending 31 December 2020: HK$3,756,000
BHE-Z-_TF+-A=+—HILFE : 3,756,000 T

The amount of connected transactions
for the year ended 31 December 2019
under this agreement:

HEBE TEE_T—NE+A
=St+-RILFEBHEERS 2R/

HK$ 1,033,000
1,033,000/ 7T

o P P
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CONTINUING CONNECTED TRANSACTIONS AND KFEREXSIRBERS (B
CONNECTED TRANSACTIONS (continued)

(a) Continuing Connected Transactions (continued) (a) HEREXRS (&)
(I
Date and Name of the 7 December 2018 Master Facility Agreement
agreement: —2—\F+-AtAERERRH
IE AR E
Nature of the transaction: Provide revolving credit facility to the connected party
RHME MEAEATREBREEER
Parties of the transaction: (@ The Company and/or its subsidiaries (excluding Jinshan Energy Group
RGETHETT ¢ Limited ("Jinshan Energy”) and its subsidiaries) (the "“Lender”)

KRB,/ HEMBAG (TRELTESILERER AT ([& L4k
BRDREKRBRR) (ERAD
(b) Jinshan Energy and/or its subsidiaries (the “Borrower”)

IRk, REMBEARTERAD

Change of Relationship: When the agreement was entered into, the Borrower was owned as to
FREE 67.17% by the Group, and as to 27% by Shougang Holding Company

Limited (”Beijing Shougang”), and as to 5.83% by two independent
third parties. Beijing Shougang was a wholly-owned subsidiary of
Shougang Group and Shougang Group is the holding company of
Shougang International, a substantial shareholder of the Company.
Accordingly, Jinshan Energy was a connected subsidiary of the Company
and the transactions contemplated under the Master Facility Agreement
constituted continuing connected transactions for the Company.

B BER ERADRIBAEE - g#EREREELQF (1EREE])
RAEBLE=FDRHEEECT17% * 27%5.83% % - L REER
EMEEZ2EWMBAR BEANEERAARIZERRERER 212
PRAE - At - RILEERA/ARF ZEEMB AR - MERIERBHRIR
THETZRGBRARRZHBERERS -

On 9 April 2019, Shougang Group ceased to be a holding company of
Shougang International, and thus the Borrower was no longer a connected
person (as per the definition of the Listing Rules) of the Company. The
transactions contemplated under this agreement would not constitute a
connected transaction from this date onwards.

RZZE-NFHANE  BHREETBRERER ZEZERLAGE - LE
HTATBHEARRANBAEALTRR EMARAER) - BZBAE - Kz
ETHETORSITEBREERS -
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DIRECTORS’ REPORT (continued) EEERE@

CONTINUING CONNECTED TRANSACTIONS AND KFEREXSIRBERS (B
CONNECTED TRANSACTIONS (continued)

(a) Continuing Connected Transactions (continued) (a) FEBEXRS (&)

() (continued) (4&)

Description and purpose Jinshan Energy is a non-wholly owned subsidiary of the Group and the
of the transaction: Master Facility Agreement is being entered into to enable the Group
R kB - to provide financial assistance to Jinshan Energy for its operation and

development requirements.
LERARNEB ZIFZ2ENB AT - Ml LBFIERBZEIEASE
M LRI EMBEED  WENHEERERTE -

In view of the satisfactory cash flow and healthy financial position of the
Group, the Directors considered that the provision of credit facilities by
the Lender to the Borrower, can save finance costs as a whole and meet
the development and financial needs of the Group in other development
projects through fully utilising its internal funding strength, promoting
reasonable allocation of resources and increasing its funding utilisation
rate.

ENAEERERMZRERENBRZVBRN  EFRER - BXA
MERARHZEEER  AIEEERRSFAANLES  REELERE
BREERRSESEMRE  ERHEMBHAE  FRHERNEEREM
BERIBACVERBVBRE -

Details of the continuing connected transactions contemplated under the
Master Facility Agreement have been disclosed in the announcement of
the Company dated 7 December 2018.

ERERREE TREBERFNFBERARAZE-—N\FT A+
HOARRABAERNIERE -
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EESHE®@

RFEBEXZRBEXRS (H)

CONNECTED TRANSACTIONS (continued)

(a) Continuing Connected Transactions (continued)

(a) HFEREXRZ (B

() (continued) (4&)

Term:

£

7 December 2018 to 6 December 2021
—E-N\F+_A+tBE-_Z-_—F+=AH

Annual Cap: (as the maximum daily
outstanding amount)

FELR  (REAREAREELR)

For the period from 7 December to 31 December 2018: RMB90,000,000
- \F+ZAREHE+ZA=1+—H1EHM : AR¥90,000,0007T

For the year ended 31 December 2019: RMB90,000,000
BE-Z-NAF+ZA=+—HLFE : AKR¥90,000,0007T

For the year ending 31 December 2020: RMB90,000,000
HE-_Z-_ZF+_-_A=+—HILLFE : AK¥90,000,0007T

For the period from 1 January to 6 December 2021: RMB90,000,000
T —F—-A—HAEZ+TZA/NHLLEHE : AR%090,000,0007T

The amount of connected transactions for
the year ended 31 December 2019 under
this agreement:

hWHHEETEE_T—hFE+_-A
—t+—REFEBRAERS 2SR

RMB70,990,000 (equivalent to HK$78,089,000)
AR #70,990,0007T (F8E 778,089,000 7T)
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DIRECTORS’ REPORT (continued) EEERE@

CONTINUING CONNECTED TRANSACTIONS AND KFEREXSIRBERS (B
CONNECTED TRANSACTIONS (continued)

(a) Continuing Connected Transactions (continued) (a) FEBEXRS (&)

(Iv)
Date and Name of the agreement: 3 July 2019 Master Sale Agreement
GELELIEIER ZE-hFLA=-HHEERERGH
Nature of the transaction: Supply coal products (including the coal by-product produced in the coking
RHME - coal washing process) to connected party
AEEATHEERER(BEAEKBETELNRKEIERD)
Parties of the transaction: (@ The Company and/or its subsidiaries (the “Seller”)
RGBT - ARRR/HEMBAR(HER]D
(b) Shanxi International Energy Group Hongguang Power Generation
Co., Ltd. and/or its subsidiaries (the “Purchaser”)
ILFABR R EE AR EEARARAR HEMBARI(EESD
Relationship: When the agreement was entered into, the Purchaser was owned as to
BR - 49% by a substantial shareholder of the Company’s subsidiaries, being

a connected person of the Company. Accordingly, the Purchaser was an
associate of a connected person of the Company under Rule 14A.13(3) of
the Listing Rules and thus also a connected person of the Company. The
transactions entered into between the Seller and the Purchaser under the
Master Sale Agreement constitute continuing connected transactions of
the Company under the Listing Rules.

BRI HEE - RARETHBARNEEZERR(RARRBEAL)ERE
BJ7249% 4 o Btk - RIBEETWRAF14A133)1% - BEH TIARA
BEATZBMEA  BUWTRRERRRBEALT - HEFTHBEHRHEE
BERHZEE TR SER ETHRAUBTARANFERERS -
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EEEHRE®

CONNECTED TRANSACTIONS (continued)

(a) Continuing Connected Transactions (continued)

(a) HFEBEXRS ()

(IV) (continued)(%&)

Description and purpose
of the transaction:

RS & ER:

The Group had explored the Purchaser as a customer in the first quarter
of 2019 and started supplying coal products to the Purchaser in its
ordinary and usual course of business. Both parties have been satisfied
all completed orders including the prices, quality, delivery and payment
terms, and have intention to continue the sale transactions in the long
run. As the expected annual transaction amount would soon exceed 1%
threshold under Rule 14A.76(1)(b) of the Listing Rules, on 3 July 2019, the
Company and the Purchaser entered into the Master Sale Agreement to
set the annual caps and to regulate the continuing connected transactions
between the Seller and the Purchaser in compliance with the Listing Rules.
AEER _T-NFE-FESKIBETRRETF TRBENEBRE
M—REBEKEETRNBEAHEBRERER - EHHREMBE TR
BETE - BIEER - B8  INFNRER - RESRBAFELETHE
X5 - BRI FER S SR IR R E AR RIS 14A.76(1)(b) 5P &4
EHI%AR - RZTE—hFLA=H" K/‘ﬂéﬁiﬁﬁﬁﬁLﬂ”tﬁiﬁﬁlJ
ZRERIHERERBBARTFE LR RETIHE T RBBEE A
ZHEEERS -

Details of the continuing connected transactions contemplated under the
Master Sale Agreement have been disclosed in the announcement of the
Company dated 3 July 2019.

HEERABRE TFERERFNFRERBH A=
AR B R EAERE -

—NFtA=H

Term:

HARR :

3 July 2019 to 31 December 2021 (both days inclusive)
—NWEF+tA=ZRAZE_E-_—F+-_A=+—HEREHEMA)

Annual Cap:
FELER :

For the period from 3 July to 31 December 2019: RMB60,000,000
“E-hWFEtA=ZAE+TZA=1+—-HLLHB : AR%60,000,000T

For the year ending 31 December 2020: RMB 100,000,000
HE_T-_THF+_A=+—BILFE : AKR%100,000,0007T

For the year ending 31 December 2021: RMB120,000,000
HE_Z-_—4%+-_A=1+—H1LFE : AR#¥120,000,0007T

The amount of connected transactions for
the year ended 31 December 2019 under
this agreement:

hHERETEHE=Z
=t+—RIEFEBEE

jL¢+ A
e

RMB33,644,000 (equivalent to HK$38,170,000)
AR #33,644,0007T (F8E 538,170,000/ 7T)
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DIRECTORS’ REPORT (continued) EEERE@

CONTINUING CONNECTED TRANSACTIONS AND KFEREXSIRBERS (B
CONNECTED TRANSACTIONS (continued)

(a) Continuing Connected Transactions (continued) (a) FEBEXRS (&)

V)

Date and Name of the agreement: 16 September 2019 Master Sale Agreement

TSRS &Y =S “E-NAFNAATRBHEERGE

Nature of the transaction: Supply coal products to connected party

RHMHE : ) A58 A B R E

Parties of the transaction: (@ The Company and/or its subsidiaries (the “Seller”)

RPETRETT ARE R/ SEWNBRAI(HESD

(b) Shanxi Fulong Coal Chemical Co., Ltd. and/or its subsidiaries and/or

the fellow subsidiaries of its holding company (the “Purchaser”)
PRI ERAR R REMBRARA R SHEZRARZRAER
MEAR(EERD

Relationship: When the agreement was entered into, the Purchaser was a fellow

BR - subsidiary of the holding company of a substantial shareholder of the

Company’s subsidiaries, being a connected person of the Company.
Accordingly, the Purchaser was an associate of a connected person of
the Company under Rule 14A.13(1) of the Listing Rules and thus also a
connected person of the Company. The transactions entered into between
the Seller and the Purchaser under the Master Sale Agreement constitute
continuing connected transactions of the Company under the Listing Rules.
FrlER BEARARRETHEATNFERR(RAFEEAL)
ZEBRATNRAMBAR - Bit - RIFELEHRANE14A3(0)K - BE
ADRRBEBEALZBEA BTSN AFBEANL - HETHEE
BEFRHEEERGRE T UNR HEK ETARRIET AR FS R ER
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DIRECTORS’ REPORT (continued) EEEHRE®

CONTINUING CONNECTED TRANSACTIONS AND KFEREXSIRBERS (B
CONNECTED TRANSACTIONS (continued)

(a) Continuing Connected Transactions (continued) (a) HEREXRS (&)

(V) (continued)(4&)

Description and purpose
of the transaction:

Rk & B #:

The Group had been supplying coal products to the Purchaser in its ordinary
and usual course of business since July 2019. Both parties were satisfied
with all completed orders including the prices, quality, delivery and 100%
deposit payment terms, and have intention to continue the sale transactions
in the long run. As the expected annual transaction amount would soon
exceed 1% threshold under Rule 14A.76(1)(b) of the Listing Rules, on 16
September 2019, the Company and the Purchaser entered into the Master
Sale Agreement to set the annual caps and to regulate the continuing
connected transactions between the Seller and the Purchaser in compliance
with the Listing Rules.
AEBR-_Z-NFLtARBRERER—REBERTABEHHE
BRER SHHAREMASTKNGTE  BREER E8 KNHHM
100% AR RGR - BERRPBEETHER S - ARNENFERS®
AT A BeRE AR RIE 14A76()(D)IRFTEA R 1% AR - R-T—NF
NATRE ARFIEEEHER AR REET L IHEERTZ
REFE FREEEHEFRBEFMETZHERERS -

Details of the continuing connected transactions contemplated under the
Master Sale Agreement have been disclosed in the announcement of the
Company dated 16 September 2019.

HEERGRE THEFRERINFBERBRR_Z—AFNLATR
AHARRREAVERKEE

Term:

HARR :

16 September 2019 to 31 December 2021 (both days inclusive).
“E-NFNANA+ABEE-—F+-_A=+—HEREHEMA)

Annual Cap:
FEER :

For the period from 16 September to 31 December 2019: RMB60,000,000
ZE-NFRA+ABE+TZ=A=+—HLHMB : AK%60,000,0007T

For the year ending 31 December 2020: RMB50,000,000
HE2-_T-_ZF+_-_A=1+—HLFE : AR¥50,000,0007T

For the year ending 31 December 2021: RMB30,000,000
BE-_ZT-—F+-A=1+—HILFE : AR#¥30,000,0007T

The amount of connected transactions
for the year ended 31 December 2019
under this agreement:

BB TEHE_Z—NFT=A
=t+-HIEFEBRERS &

RMB12,407,000 (equivalent to HK$14,076,000)
AK®12,407,0007T (F8E 714,076,000 7T)
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CONTINUING CONNECTED TRANSACTIONS AND
CONNECTED TRANSACTIONS (continued)

(b) Connected Transactions

Saved as disclosed above, the Group has no connected
transaction that was subject to the disclosure requirements
under the Listing Rules during the year under review and up to
the date of this annual report.

ANNUAL REVIEW ON CONTINUING CONNECTED
TRANSACTIONS

Pursuant to Rule 14A.56 of the Listing Rules, the Company’s auditor,
PricewaterhouseCoopers, was engaged to report on the Group's
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s
Letter on Continuing Connected Transactions under the Hong Kong
Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants. PricewaterhouseCoopers has issued an unqualified
letter containing findings and conclusions in respect of the continuing
connected transactions disclosed by the Group in the paragraph
above in accordance with Rule 14A.56 of the Listing Rules. A copy of
the auditor’s letter has been provided by the Company to the Stock
Exchange.

In accordance with Rule 14A.55 of the Listing Rules, the Independent
Non-executive Directors reviewed the continuing connected
transactions in the paragraph above and confirmed that the
transactions were entered into:

(i) inthe ordinary and usual course of business of the Group;
(i) on normal commercial terms or better; and

(i) according to the relevant agreement governing them on
terms that are fair and reasonable and in the interests of the
shareholders of the Group as a whole.

RELATED PARTY TRANSACTIONS

Details of other related party transactions, which were exempt from
any disclosure and shareholders’ approval requirements, or do not
constitute connected or continuing connected transactions under
Chapter 14A of the Listing Rules, are set out in note 40 to the
audited consolidated financial statements.

EEERE@

(b) BERS

B LR AN - AEBEREREFERRE
EAFHRAHY  RABRREMRBREE
ZEHERS -

FEBERZ ZFEER

RIE LR BIE14A 5615 - ARB 2 ZEMES
FKBETMEBABRBERTESAMASHEMZ
(BBEFEFRBERI)E30005% EERDIEEX
SEHBEFBHERZEFTTIE] > Y2R(EH
Rﬁﬂ>%7405ﬁfﬁﬁﬁ’\i§%tm%ﬁﬁ'JFﬁLFfEﬁL
RHMRBE KT IAREZHEREI S W

B4 - IR TR BIE 14A5615 @ B EEKE
SHMEBMERNERBER KT EFES
BRAEERENBEEZFBHRERIERRE

i o AR B R PR A BRED K Z B o

BIE FHRAE14A55K - BIUIFRITESD
EHLABREZHERERS  THERLERS
R

i) MAKEHER-—BREBBRESD

(i) REPFHFEBRGER &

(i) REBEEEBHARAFAEATEAEERK
REEHN a2 RFETT -

e

BEHALRS

o qth B RG(ZERHERRIRE ETHRR
M%M&%&M%kﬁm& RZERZH W THE
B EMRBIEUVAZENRERFERERS)FIE
R EZ I KM FE40 o



DIRECTORS’ REPORT (continued)

CORPORATE GOVERNANCE

The Company’s corporate governance practices are set out in the
“Corporate Governance Report” on pages 57 to 88 of this annual
report.

ENVIRONMENTAL AND SOCIAL MATTERS

The Company’s compliance with the relevant provisions set out in the
Environmental, Social and Governance Reporting Guide in Appendix
27 of the Listing Rules for the financial year ended 31 December
2019 are set out in the “Environmental, Social and Governance
Report” on pages 33 to 50 of this annual report.

EVENT AFTER THE REPORTING DATE

Details of significant event occurring after the reporting date are set
out in note 42 to the consolidated financial statements.

AUDITOR

BDO Limited (“BDO") resigned as the auditor of the Company with
effect from 1 August 2018 as the Board and the Audit Committee
considered that BDO had been the auditor of the Company for a
number of years, it was appropriate for the Company to change
the auditor in order to comply with good corporate governance
practice and enhance the independence of the auditor. The Board,
with the recommendation from the Audit Committee, resolved to
appoint PricewaterhouseCoopers as the auditor of the Company
with effect from 1 August 2018 to fill the casual vacancy following
the resignation of BDO. PricewaterhouseCoopers was retired and
reappointed in AGM 2019.

A resolution will be submitted to the AGM 2020 to re-appoint
PricewaterhouseCoopers as the auditor of the Company.

Save as disclosed above, there is no other change of the Company’s
auditors in any of the preceding three years.

By Order of the Board
Ding Rucai
Chairman

Hong Kong, 26 March 2020
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INDEPENDENT AUDITOR'S REPORT

i
pwc

To the Members of Shougang Fushan Resources Group Limited
(incorporated in Hong Kong with limited liability)

OPINION

What we have audited

The consolidated financial statements of Shougang Fushan Resources
Group Limited (the “Company”) and its subsidiaries (the “Group”)
set out on pages 125 to 232, which comprise:

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

e the consolidated statement of profit or loss and other
comprehensive income for the year then ended,;

e the consolidated statement of changes in equity for the year
then ended;

e the consolidated statement of cash flows for the year then
ended; and

e the notes to the consolidated financial statements, which
include a summary of significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2019, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA™)
and have been properly prepared in compliance with the Hong Kong
Companies Ordinance.

BB

BHERBLEREEERARAKE
(REBEMHE LA FR L 7))

=
RAEESTHNAR

BHBILEREEERAR(TERR]) LEKE
ARI(EEBDEHINE125BEF22EMES
Bk - B

e RIZE-AF+ZRA=+—HENFEEHMBER

BANER

BMRA  ZERAMBRREBIEFT LS
RE((BASHMAS)RHNEBYHREE
A([BEMBREEYNNDEEMAF IR &
KSER-_Z-NEF+ZA=+—BNERESHBER
MAREBEZA LFENGEAMBERARES
Reng YEBREE(RAGI)ZBES -

' PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com

g AR HIK A it M FE BT - BB T A 2200

i : +8522289 8888+ fHEL : +852 2810 9888 * www.pwchk.com



INDEPENDENT AUDITOR'S REPORT

(continued)

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section of our
report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence
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.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.
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(continued)

KEY AUDIT MATTERS (continued)

Key audit matter identified in our audit is as follows:

Key Audit Matter

BYGBERE
()

BAEEFT EEH(EA)
RIEE R BB O RE FENT -

How our audit addressed the Key Audit Matter

RREIER

EMNEFANIEEERETSE

Impairment assessments of goodwill, mining rights and property, plant and equipment

BE - REEARYE - BERRENRENG

Refer to Notes 15, 18 and 19 to the consolidated
financial statements

2R M HmRM 15 - 1819

As at 31 December 2019, the Group has goodwill,
mining rights and property, plant and equipment of
HK$1,202 million, HK$7,357 million and HK$3,329
million respectively, that were originated from the
acquisitions of Shanxi Liulin Xingwu Coal Co., Limited
("Xingwu”), Shanxi Liulin Jinjiazhuang Coal Co., Limited
("Jinjiazhuang”) and Shanxi Liulin Zhaiyadi Coal Co.,
Limited (“Zhaiyadi”) in 2008. These companies are
engaged in coking coal mining, production and sales of
coking coal products in the People’s Republic of China
(the “PRC").

RZZE-AFE+A=+—H  EBEXEFEXRER
—ZEENFRBLAYMNEEEBEEREE A A ([H
) LAV ERERFERARTERKIED MILT
MIMRERREZEERAR(RERAEE « REREN
K% - BERZEDRIR/12.02887T - 73.578B T
33291887 c ZEFARINAPEARLAE ([HE])
NEEEKFAR  EREREEREE -

Our procedures in relation to management’s impairment
assessments of goodwill, mining rights and property, plant
and equipment included:

B EEEHHE  RERARYE  BELRENR
BFHEERF 21

—  We evaluated the composition of management’s
future cash flow forecasts used in their value-in-use
calculations, and the process by which they were
prepared. We found that the cash flow forecasts
prepared by management were subject to review by
the directors of the Company and were consistent
with the budgets approved by the Company’s board
of directors.

- BAFETEEEEHERABEAEPEANRKRE
SRMEEAMEBK  UREBELENNRBRE - &
MEREREERENESNERAA E’“Ti%%
B - WEE BAREFEHENTEE -

—  We involved our internal valuation experts in
assessing the appropriateness and consistency of
the methodologies used, and key assumptions and
estimates applied.

- BABERFAANIEEZRFEABIENE
BUE - ARFIIEME AR R R AAET ©

R —
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(continued)

KEY AUDIT MATTERS (continued)

Key Audit Matter

BEETER

“E-NEFR BERBELEREEAERAT 119

BYGBERE
()

ERFTEEGE

How our audit addressed the Key Audit Matter
RPN ETNNEEBERENEE

Impairment assessments of goodwill, mining rights and property, plant and equipment (continued)

EE - RREAR Y - BE KRR E R (5D

For the purpose of impairment assessments,
management grouped the relevant assets of Xingwu,
Jinjiazhuang and Zhaiyadi at the lowest levels for which
there are three separately identifiable cash inflows that
are largely independent of the cash inflows from other
assets or group of assets (cash-generating-unit (“CGU")).
Management determined the recoverable amounts of
each CGU using the value-in-use method, which involved
significant judgement in determining the assumptions
used in the calculations. The key assumptions include
long-term coal prices and discount rates.
SRRENEMNS  BEESEE  SRERFEED
HAEEINRKEKT  HPF=RAEFHMNNE
TRA - MELETALOBUNEMEEXEEMR
MEREEFEM(ReELEEMD)NRERA B
BERERBEELZETSARSEABUNAINED S
B A BT EMAREREELERHIE - @
REXRDERPFKREB MR X -

Based on the results of the impairment assessments, no
impairment on goodwill, mining rights and property,
plant and equipment was considered necessary as at 31
December 2019.

BRERETENER  BFR_ZE-NAF+ZA=+
—AHREE REEARYE  BELREFRER
(=

We evaluated the reasonableness of management’s
key assumptions made in the forecasts. For coal
prices, we compared the long-term coal prices used in
the forecasts against the market prices, and assessed
the rate of annual increment by reference to industry
forecasts and market trends. For the discount rate,
we benchmarked the rate used in the forecast against
our research of the discount rates used by comparable
companies in the industry.

BT EEEBRBANMELEFERRESARE
HEREREMS - BB RIBRINREE K ERR
MEELE - WRRTERAEMSEE - FHEFE
FHEEE R - ZRBEIRE - RIVEARIERIA L R B
PR ITAR B LR A R AR IR MR A RET
B -
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KEY AUDIT MATTERS (continued) HAREETEEE)

Key Audit Matter How our audit addressed the Key Audit Matter

BERETER BN ETNAEERREETSH
Impairment assessments of goodwill, mining rights and property, plant and equipment (continued)

EE - RREAR Y - BE KRR E R (5D

We focused on this area due to the significance of the = We compared the current year actual results with the
balances and the significant judgements involved in the amounts included in the prior year cash flow forecast
assessment of the recoverable amounts of the CGUs to consider the quality of management’s forecasting,
including the assumptions used in the calculation of and we checked that management had considered
value-in-use. the current year actual results in the preparation of
EMArZEERARAMRNEZENRTIBEES this year’s forecasts. We inquired of management
BB EMIRNENAB(BEFEERER to understand the reasons for the deviation of the
FrPT A ERER) © actual results for the current year from the prior year’s

forecast, corroborating management’s explanations
to our knowledge on the market and the Group’s
performance in the current year. We also checked that
these relevant factors had been taken into account in
this year's forecasts.

- BABAFEERFER I —FEReRERATE
EHNRBETTHR  UZREBENFAUIEE - &
MUBETEEBREZER T AFENEREEMAMN
RERNFENTRA - RPABERE THRAFEER
¥EERITFERALRRENRE  ZTEEREEYH
BAETENTERE SEERAFENRAGAE
B BT RETAFENRATEEZER T ZEM
BRE -

Based on the procedures performed, we found
management’s judgements used in the impairment
assessments of goodwill, mining rights and property, plant
and equipment to be supportable based on the available
evidence.

RIBPAATOREF  BABEREEEEHE RBEREAKR
M - R MR RE R (4 T R R HI T AT IR IR IR A
BT A -



INDEPENDENT AUDITOR'S REPORT

(continued)

OTHER INFORMATION

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

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THE AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The Audit Committee is responsible for overseeing the Group’s
financial reporting process.
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INDEPENDENT AUDITOR'S REPORT

(continued)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. We report our opinion
solely to you, as a body, in accordance with Section 405 of the Hong
Kong Companies Ordinance and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in
accordance with HKSAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

e Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control.

e Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group’s internal control.

e  Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

BB RS
()

BREMH B RS M BRRAREN
BfE
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B FEARRFFRERMEBNEANERR
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INDEPENDENT AUDITOR'S REPORT

(continued)

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

e  Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in
the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves
fair presentation.

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

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.
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INDEPENDENT AUDITOR’S REPORT B EEHRE
(continued) (%)

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

From the matters communicated with the Audit Committee, we RIBHEBZEAZECEFBENEE RMOET THX
determine those matters that were of most significance in the audit ~ Eff4R & MR B TIENREEEH - A1
of the consolidated financial statements of the current period and $#FEFTEIE - RIEAR I ERTRF AP E UL
are therefore the key audit matters. We describe these matters in our ZEFEHABEANBERLT © RFARE  ARE
auditor’s report unless law or regulation precludes public disclosure BT EEBEA A BBHNTREERBBBARM
about the matter or when, in extremely rare circumstances, we B ZEEENFIE @ W EERER FAKE -
determine that a matter should not be communicated in our report & BT FI&EAZBEIIRE PR IL SHETE -
because the adverse consequences of doing so would reasonably

be expected to outweigh the public interest benefits of such

communication.

The engagement partner on the audit resulting in this independent  tHAZAB I ZEEMMHENETBEEBARKREA

auditor’s report is Chan Hin Gay Gabriel. Ho
PricewaterhouseCoopers BEERKESTMBBEAR
Certified Public Accountants HESF AT

Hong Kong, 26 March 2020 B —ETF=HA=+"H
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CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME

For the year ended 31 December 2019

GERERRHMEEHKER

BE—_E—NF+_A=1—HIFE

2019 2018
—ZE-hE —ZT-N\F
Notes HK’000 HK’000
Hat FETT FA&T
Revenue from contracts with customers KEZEF &AW 5 3,869,308 3,686,176
Cost of sales HERAR (1,880,565) (1,785,634)
Gross profit EF 1,988,743 1,900,542
Interest income FEWA 136,755 124,445
Other income and gains/(losses), net Hab A Rz (&) -
FER 6 99,575 35,790
Selling and distribution expenses HE RS HERAX (250,051) (208,621)
General and administrative expenses —MBRITHRER (182,291) (205,351)
Other operating expenses HitvEERY 7 (146,476) (6,437)
Finance costs B RSB ZR 8 (4,912) -
Change in fair value of derivative financial TSI AZ AT EEE
instruments (8,555) =
Share of profit/(loss) of an associate FEAE— R N BLE T,
(&518) 27 (659)
Profit before income tax BR P 15 B¢ A& R 9 1,632,815 1,639,709
Income tax expense Fristi & A 10 (456,674) (487,781)
Profit for the year FERR 1,176,141 1,151,928
Other comprehensive income FEHMEEEE
for the year
ltem that may be reclassified subsequently ~E & AJGEEH DB EIBRH
to profit or loss: HE :
Exchange differences on translation of BREBINEBIBIRKREE
financial statements of foreign 2 [EH ZRE
operations (329,530) (585,649)
ltem that will not be reclassified to BATEHHEEEEN
profit or loss: HE :
Net fair value gain on financial assets W EERAFEFT A
measured at fair value through other FHENE A FEF RS
comprehensive income 350,978 24,374
Total comprehensive income for the year & E 2 S EEE 1,197,589 590,653
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CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME (continued)

For the year ended 31 December 2019

HEERRHMAZEWER®@®

BE-FT-NF+-AZ+—HILFE

2019 2018
—EB-hF —T-N\F
Note HK’000 HK'000
Hat FHET FET
Profit for the year attributable to: AT ATEEFERR :
Owners of the Company PAN/NCIEZ 2SN 1,140,413 1,100,488
Non-controlling interests VR 35,728 51,440
Profit for the year FERR 1,176,141 1,151,928
Total comprehensive income for RTATEEEEZEREZ
the year attributable to: B
Owners of the Company VIN/NEIE DN 1,198,776 605,105
Non-controlling interests TR (1,187) (14,452)
Total comprehensive income for FEXHRGZHAEHE
the year 1,197,589 590,653
Earnings per share BRER
- Basic and diluted (HK cents) - ERREECENM) 12 21.51 20.76
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

As at 31 December 2019

wE MBI T

RZF-NF+=-A=+—H

2019 2018
—E-hF —E-N\F
Notes HK’000 HK’000
HtaE FET FHEIT
ASSETS AND LIABILITIES EEREE
Non-current assets FREBEE
Property, plant and equipment W - BEREE 15 3,691,435 3,609,544
Prepaid lease payments FENHEENRE 16 = 60,062
Land use rights T b A 16 60,772 =
Right-of-use assets EREEE 17 26,076 =
Mining rights RuEE 18 7,356,663 7,751,953
Goodwill 5 19 1,222,775 1,255,559
Interest in an associate i) AN - 20 11,590 11,880
Financial assets measured at fair value BAFERG AHMEmKE
through other comprehensive income B E 21 1,083,903 654,053
Deposits, prepayments and other receivables &4 ~ A 308 & H b E UL
IR 22 539,020 489,947
Deferred tax assets RIETRIBE B 32 55,322 22,752
Total non-current assets RBEELE 14,047,556 13,855,750
Current assets REBEE
Inventories s 23 123,530 130,069
Trade receivables JEWE 5 8R1A 24 490,613 669,837
Bills receivables JEW R E 24 1,306,706 1,578,345
Deposits, prepayments and other receivables &€ - F8 1 3038 & H g
Wesag 22 319,316 319,677
Other financial asset HM B EE 25 232,500 200,000
Pledged bank deposits B RITER 26 190,605 190,029
Time deposits with original maturity over ~ BEIFZHBB=EA 2
three months TE BTF R 27 1,049,501 854,010
Cash and cash equivalents ReERBEeFEY 27 3,712,383 3,453,325
Total current assets REBEERE 7,425,154 7,395,292
Total assets EEH#E 21,472,710 21,251,042
Current liabilities REBEE
Trade and bills payables BB 5RIE R ENZE 28 652,566 834,903
Lease liabilities HEaE 17 7,119 =
Other financial liability HEmAPBasi 29 178,200 178,358
Other payables and accruals EMEMRERETER 30 1,501,517 1,426,081
Derivative financial instruments PTEMBIA 5,117 S
Amounts due to non-controlling interests of FEfHI /B A 7] IR #E 25 7178
subsidiaries 317 98,158 72,228
Tax payables FERTIE 403,277 357,130
Total current liabilities REBEERAE 2,845,954 2,868,700
Net current assets REBEEFE 4,579,200 4,526,592
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CONSOLIDATED STATEMENT OF

. 5 A s -
FINANCIAL POSITION (continued) REMBRR R @
As at 31 December 2019 RZF-NF+=-A=+—H
2019 2018
—E-NF —E-N\F
Notes HK’000 HK’'000
B FET FET
Total assets less total current liabilities ZEE&ERADEEEE 18,626,756 18,382,342
Non-current liabilities kRBEE
Deferred tax liabilities ELERIAEE 32 1,559,503 1,606,536
Lease liabilities HEBE 17 20,941 =
Total non-current liabilities ERBEBLE 1,580,444 1,606,536
Net assets EEFE 17,046,312 16,775,806
EQUITY s
Equity attributable to owners of AAREE ABGESR
the Company
Share capital AR AR 33 15,156,959 15,156,959
Reserves ke 34 524,621 227,157

Total equity attributable to owners of AR TEE ABGEREE

the Company 15,681,580 15,384,116
Non-controlling interests FIERRER 1,364,732 1,391,690
Total equity ERBE 17,046,312 16,775,806

The consolidated financial statements on page 125 to 232 were F125BEF2NEVHEAVBBRRON _E-F
approved by the Board of Directors on 26 March 2020 and were F=A -+ XBAEZEE@HETRREE :
signed on its behalf:

Ding Rucai So Kwok Hoo
T&F BREI=
Director Director

EF EF



CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the year ended 31 December 2019
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GEREEER

BE_TE—NF+-A=+—HILFEF

Equity attributable to owners of the Company

Non-
controlling Total
interests  equity

NG PN 4 FERER ERAE
Security
Share  Statutory Other  Retained investment Translation
capital  reserve  reserves  profits  reseve  reserve Total
RERE
k& iERE HtRE  REEH R HERRE L
(note 34(a)) (note 34(b))
(WE34(a) (Hzt34(b)
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
FErn  FEn  FEn  TEn  FEn  FEn  TEn  TEn  TEx
At 1 January 2019 RZE-7%5-F-R 15,156,959 448,068 430895 984,107 (1,720,783) 84,870 15,384,116 1,391,690 16,775,806
Profit for the year EERT - = - 1140413 = - 1140413 35728 1,176,141
Other comprehensive income for the year: £ £ 2 AU :
- Exchange differences on translation - AEENEBABRE
of financial statements of foreign EXVERER
operations - - - - - (292615 (292,615 (36915 (329,530)
- Net fair value gain on financial assets - FIREERATFERA
measured at fair value through B2 ENE ATE
other comprehensive income s = S S - 350978 - 350978 - 350978
Total comprehensive income for theyear ~ FE2AMEEE 3 = - 1140413 350978 (292,615) 1,198,776 (1,187) 1,197,589
Transactions with owners in their capacity BB A FHERE A
a5 OWNers: R
2018 final dividend approved (note 77) Btk ZE-\EXERE
(Wit11) - - - (450,656) - - (450,656) - (450,656)
2019 interim dividend declared (note 77)  BERZ-E-NEPERE
(Wit11) - - - (450,656) - - (450,656) - (450,656)
Dividend paid to non-controlling EATHEL AR ER
interests of subsidiaries &) - - - = 3 = - (51mM)  (511)
Appropriations to other reserves (nofe 34b)  BHE EMt el 4b) = - 2,165 (21,165 = = = = =
At 31 December 2019 RIE-AE+ZB=+-H 15156959 448,068 452,060 1,202,043 (1,369,805 (207,745) 15,681,580 1,364,732 17,046,312
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CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY (continued)

For the year ended 31 December 2019

RERZEHR®@

BE-FT-NF+-AZ+—HILFE

Non-
controlling Total
Equity attributable to owners of the Company interests ~ equity
ARARA AEER FhRER  GEg
Security
Share  Statutory Other  Retained investment ~ Translation
apital reserve  reseves  profits  resene  resenve Total
EARE
kR EERE  AnEE  REEN R HERE h%
(note 34(3))  (note 34(b))
(Hiit34a) - (WeE34)
HKS000  HKS'000  HKS000  HKSO00 — HKST000  HKS000  HKS000  HKS'000  HKS'000
T FEn AT TET T FEn TEr  TET  TER
At 1 January 2018 RZE-\E-F-A 15,156,959 448068 401704 1,068611 (1,745157) 604,627 15934812 1440871 17,375,683
Profit for the year EREF - = - 1100488 = - 1100488 51440 1,151,928
Other comprehensive income for the year:  FEE#2EME :
- Exchange differences on translation - BERN SR BRR
of financial statements of foreign EXZEAZER
operations - - - - - (519757)  (519757)  (65892) (585,649)
- Net fair value gain on financial assets - BIFFEERATEHA
measured at fair value through A 2ERE ATE
other comprehensive income Fha = = = - U3 - U3 - U3
Total comprehensive income for the year ~ EE2ENHEE - = - 1100488 24374 (519757) 605105 (14450 590,653
Transactions with owners in NEBAZRERAAES
their capacity as owners: 5
2017 special dividend declared (note /1) BEEZ —E—+EEFIRE
W) - - - (334016) - - (334016) - (334016)
2017 final dividend approved (note 1) Bz E-LERERS
Witn) - - - (38173 - - (38173 - (38173
2018 interim dividend declared (note 17)  EERZ - \ERHRE
Witn) - - - (440,053) - - (440,053) - (440,053)
Dividend paid to non-controlling RN THBA RS RER
interests of subsidiaries i) - - - - - - - (479 (34729
Appropriations to other reserves (note 345) B EE Bk & (Wet340) - - 1909 (9191) - - - - -
At 31 December 2018 RZZ-NE+ZA=1-H 15156959 448068 430895 984107 (1,720,783) 84,870 15,384,116 1,391,690 16,775,806
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CONSOLIDATED STATEMENT OF

CASH FLOWS GERERER
For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
2019 2018
—E-NIF —E-N\F
Notes HK’000 HK’000
HtaE FET FHEIT
Cash flows from operating activities REEBCRERE
Profit before income tax B P15 15 D& A 1,632,815 1,639,709
Adjustments for: EAETSIRE :
Depreciation of property, Y - BEREETE
plant and equipment 15 243,178 232,613
Depreciation of right-of-use assets FREEENTE 17 5,162 =
Amortisation of land use rights T {5 A A 8E 16 1,781 =
Amortisation of prepaid lease payments T 7H & SR IE 8 16 = 1,778
Amortisation of mining rights R B 8 18 195,429 153,437
Interest income MEMKA (136,755) (124,445)
Dividend income % S U A (56,022) (36,624)
Finance costs B 5 A AR 4,912 =
Share of (profit)/loss of an associate JE(R—FEBZE R A CEF),
- 3Ei] (27) 659
Loss on disposals of property, LEME - BRERSEEZ
plant and equipment [E518 7 14,182 3,427
Written off of property, WEEMEE - BB MR
plant and equipment 7 128,784 -
Change in fair value of derivative MHEVBITAZ A FEE
financial instruments 8,555 -
Net foreign exchange loss SNESTE K 18 R 6 16,857 28,164
Operating profit before working capital LBECEIA 2 LE RN
changes 2,058,851 1,898,718
Changes in working capital: LEESE
Decrease in inventories FERL 3,086 56,976
Decrease/(Increase) in trade and bills FEWE 58RI R BRI R R
receivables () 391,177 (55,186)
Increase in deposits, prepayments and E® - BIREREME
other receivables g FRIE S hN (18,161) (13,379)
(Decrease)Increase in trade and bills B E ZERE R EMNEE
payables R4,/ 380 (120,343) 219,965
Increase/(Decrease) in other payables and ~ EAbEN FKIB KX BT E A
accruals i, R 44,459 (42,280)
Increase in amounts due to non- AN EPNGIE S 8 £
controlling interests of subsidiaries FRIAL N 2,950 3,076
Cash generated from operations EEELA RS 2,362,019 2,067,890
Income tax paid BERATSH (439,778) (425,039)
Net cash inflow from operating activities ~— AZE XK R RAFE 1,922,241 1,642,851
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CONSOLIDATED STATEMENT OF

CASH FLOWS (continued) GERENER@E
For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
2019 2018
—E-NIF —E-N\F
Note HK’000 HK’000
HtaF FET FHEIT
Cash flows from investing activities REEBZRERE
Payments to acquire property, BEWE  MERZBZIHEAE
plant and equipment (624,134) (913,435)
Proceeds from disposals of property, HEME - BERREZ
plant and equipment FriS#IR 4,532 505
Payment to acquire land use rights BE T EREIA (4,158) -
Payment to acquire financial assets BERATEFAEMEE
measured at fair value through e 2 AT 8 BEE 2 SR8
other comprehensive income (78,872) -
Payments to acquire other financial asset B E E 1§ EE 2 K18 (232,500) (200,000)
Receipt from redemption of other BB [0 H b B 75 8 B 2 5RIE
financial asset 200,000 -
Increase in pledged bank deposits BRI ER 1T 17 5048 0 (5,621) (35,337)
(Increase)/Decrease in time deposits with REFFEBEB=EAZ
original maturity over three months ERFER S ), (195,491) 686,798
Interest received SR EES) 152,446 105,500
Dividend received B R 56,022 36,624
Net cash outflow from investing activities ~— #REEFHEZH 2 i FEE (727,776) (319,345)

Cash flows from financing activities MEXBECRERE

Principal elements of lease payments IHEEERELRS (3,117) -
Interest paid BEATFLE (4,912) =
Dividends paid to owners of the Company B &A@ AE A2 S (885,302) (1,135,313)
Net cash outflow from financing activities — & £ 2 B2 i FE (893,331) (1,135,313)
Net increase in cash and ReRESEEWIEINFE

cash equivalents 301,134 188,193

Cash and cash equivalents at 1 January R—A—HZRERESE

EEY 3,453,325 3,323,659
Effect of foreign exchange rates SMEEZSFHHEESRES
changes on cash and cash equivalents ZEYZFE (42,076) (58,527)
Cash and cash equivalents at R+T-ZA=+t—HZEER

31 December HEeEEEY 27 3,712,383 3,453,325
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

For the year ended 31 December 2019

1.

GENERAL INFORMATION

Shougang Fushan Resources Group Limited (the “Company”) is
a limited liability company incorporated and domiciled in Hong
Kong. The address of its registered office is 6th Floor, Bank
of East Asia Harbour View Centre, No. 56 Gloucester Road,
Wanchai, Hong Kong. The Company’s shares are listed on the
main board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The principal places of business of the
Company and its subsidiaries (collectively referred to as the
“Group”) are in Hong Kong and the People’s Republic of China
(the "PRC").

The principal activity of the Company is investment holding. The
principal activities of the Group’s subsidiaries comprise coking
coal mining, production and sales of coking coal products. There
were no significant changes in the Group’s operations during
the year. Details of the activities of the principal subsidiaries of
the Group are set out in note 37.

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

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The significant accounting policies that have been used in
the preparation of the consolidated financial statements are
summarised below. These policies have been consistently applied
to all the years presented unless otherwise stated. The adoption
of new or revised standards and interpretations and the impacts
on the Group’s financial statements, if any, are disclosed in note
2.1.1.

2.1 Basis of preparation

The consolidated financial statements have been prepared
in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”), Hong Kong Accounting
Standards (“HKASs”) and Interpretations and the
requirements of the Hong Kong Companies Ordinance
Cap. 622 (the "Companies Ordinance”). In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”).

mE BRI

HE_T—NET-_A=1+—HIFE

1.

—REH

BEMEUEREEERAR(AREDAE
BEEMRL2BRAR - R SRt
U B E T TE56R R IRTTAE
FL6E - RRBZBRMRNEBB AR S
BRARTEBRMADERET - ARB RE
MEARRBERIARE]) 2 TBEEFIME
REBRPEARKNBA(HED -

ARREBXBR/REER - REE ZHE
RAEBEBERERRFAR  SREMRZ
HEREE RFA - AEEZEETESE
REH - AEBTBMBRARMETERZ
BB RE3T -

RAEVBRRARRBNEEEET(E
TTDINE - B EERI - BESEHREA
EREOTNE -

TESHEE M

RS EMERRATAZ EB ST BER T
N o BRBEZRIN  ZEBEREBERR
FrBE2RFE - HMFFTREIETER K3
BUKEHAEENBREZFZEZ@WA)R
BisE2.1. 1R EE -

2.1 RBEEE

HRAEMBRRCREMEERBEYS
SRRN(EEHBHREER]) - FE
SR EESHEND RBRELR
EREDFE622E LR AEH) ([(AF
B DR ERBL - Lo - SRA TSR
REBTHRAES EMRA( ETR
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

The consolidated financial statements have been prepared
under the historical cost basis except for certain financial
instruments classified as financial assets measured at fair
value through other comprehensive income (note 21) and
derivative financial instruments which are measured at fair
values. The measurement bases are fully described in the
accounting policies below.

2.1.1 Adoption of new or amended standards and
interpretations — effective 1 January 2019

The following new and amended standards and
interpretations apply for the first time to the Group's
financial reporting period commencing on 1 January
2019:

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation
Amendments to HKFRS 3, Annual Improvements to

HKFRS 11, HKAS 12 HKFRSs 2015-2017 Cycle
and HKAS 23

HKFRS 16 Leases

HK(IFRIC) = Int 23 Uncertainty Over Income

Tax Treatments

Amendments to HKAS 19 Plan Amendment,
Curtailment or
Settlement
Amendments to HKAS 28 Long-term Interest
in Associates in Joint
Ventures

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

2. FESFEE 2L

2.1 AEE(HE)

BRETHOBRREAFEFAEBEER
mZ B EEMTE21) RIOTEMBTA
ZHETARRNFEFEIN  HRETE
BRIGBBELRAZERE - BRI
EEBEFMRN T XEHEK -

2.1.1 FRANFTET HASNE AT ERI R 2 1 - 18
—F-NF-A—HAEH

TOUFRET RAEIERT R e T A

SER-_FT-NF-A—HRAKZ
MR ERERER

BRMBREER AEMEIEN

FIRZER] R
BRMBREER FHEMHREER
F35% - BR —Z-0fF3F

FB RS A —EtF

FNH BB BHZER
S ERIF125 Sk

REEG L]
EVEL a5
BEEMSHRE LR FHE
F165
BB BEBHMBHRE FMEHEEL
REZE®) THEE I
- REF23R
BAEGIER BECHRE D50
F19%.21E5] B
BB REBE LB RAE
F28% 2 1EF] ¥ RBES
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NOTES TO THE CONSOLIDATED
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. TESTHBE2BM(E)
POLICIES (continued)
2.1 Basis of preparation (continued) 2.1 REEE(E)

2.1.1 R AT XA NETERI R 2B - R
ZE-NF-A—AEHE)

2.1.1 Adoption of new or amended standards and
interpretations — effective 1 January 2019

(continued)
The impact of the adoption of HKFRS 16 is disclosed HABEMBMEEAFI165 2
below in note 2.2. The other standards did not have FERT XM F2. 21T - Hip%

any impact on the Group’s accounting policies and
are not expected to significantly affect the current or
future periods.

AMAEE ST BRRL BEAE
£ IR EE HSR R
ELEBRTE -

2.1.2 New and amended standards and interpretations 2.1.2 B EAF{E (5 K £ 3% 2 AT RAS1EET
that have been issued but are not yet effective ERIR 2R

AT rIge AR B MK ERE
el RRETER R RED KA
fio - BRAREMEREEL BIEF
Ry - AEBEBMABNZEEDY
ER oz BERBERM -

The following new and amended standards and
interpretations, which are potentially relevant to the
Group's financial statements have been issued, but are
not yet effective and have not been early adopted by
the Group. The Group’s current intention is to apply
these changes on the date they become effective.

Amendments to HKAS 1 Definition of Material' ERGTELE1E BAZER

and HKAS 8 REEGER
E8W 2 IEF]
Amendments to HKFRS 3 Definition of a Business' BEEMBREREA EBIER
FE3R BT
Conceptual Framework for  Revised Conceptual “E-)\EWB KEIMBRE
Financial Reporting 2018 Framework for WEBSESR BaER
Financial Reporting'
Amendments to HKFRS 7 Interest Rate Benchmark BRBMERER  FREERE
HKFRS 9 and HKAS 39 Reform’ F1% - BEYMB
WELERFEIR R
BEAGER
F39R 185
HKFRS 17 Insurance Contracts? BEEVBREEL  REEH?
E17%
Amendments to HKFRS 10 Sale or Contribution BEEMBREEN KREEHRHBE
and HKAS 28 of Assets between an F105REE NEHEEE
Investor and its Associate SRERE8Y  CHCEELE
or Joint Venture? pd -5 A3
1 Effective for annual periods beginning on or after 1 L BE-Z-TF-—A—HkzEH
January 2020 a2 FIEHRE AU
2 Effective for annual periods beginning on or after 1 g BT _—F—H—-Hx®Z®’&H
January 2021 1 FE AR

3 Effective date to be determined 3 EMBAEBBEFRTE
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued) e BB EmRME @)

For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESEHBE 2B (E)

POLICIES (continued)

2.1 Basis of preparation (continued) 2.1 REEE(E)
2.1.2 New and amended standards and interpretations 2.1.2 B B8 jaf 5K £ 34 2 F 5] R AZMEET
that have been issued but are not yet effective EEIR2E(E)
(continued)
None of the new and amended standards and BEEEMERERMATAZH
interpretations issued but not yet applied by the I RASRT R MR BRI ¥ A
Group is expected to have a significant effect on the SEEZMBEMREKERTE -

financial statements of the Group.

2.2 Changes in accounting policies 2.2 STHBUIREH
This note explains the impact of the adoption of HKFRS 16 A RBRANE BB REERE 16
on the Group's financial statements. THAEEY BRI TE
Adoption of HKFRS 16 RNE BRI KR EERE16%;
The Group has adopted HKFRS 16 retrospectively from 1 rEEE_ZE-NF—A—BREHKR
January 2019, but has not restated comparatives for the MEBI B ELERE 165 - MR %E
2018 reporting period, as permitted under the specific Bl 7S BBIE AT AR REHZF
transitional provisions in the standard. The reclassifications —N\FHRERAHE LB ET - Bt -
and the adjustments arising from the new leasing rules are KAFHERAMEL 2EFDERA
therefore recognised in the opening balances on 1 January BRZZE—NEFE— A —BEBVEHRARE
2019. R e
On adoption of HKFRS 16, the Group recognised lease RMBE BT M EERIFE 16980 - K&
liabilities in relation to leases which had previously been ERAERREE S ERIE 175
classified as “operating leases” under the principles of EIZRADERIKEMEI 2 HER
HKAS 17 Leases. These liabilities were measured at the REEEE - ZZFEEURBKEERE
present value of the remaining lease payments, discounted ZBEFE  WERARZZE—NLF—A
using the lessee’s incremental borrowing rate as of 1 — B2 EMBEABEERMEIRR - B
January 2019. The weighted average lessee’s incremental —E-hEFE-HA—R0 ERZHEESA
borrowing rate applied to the lease liabilities on 1 January B2 MEFHEABAEEERINER

2019 was 4.52%. 4.52% °
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For the year ended 31 December 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.2 Changes in accounting policies (continued)

Adoption of HKFRS 16 (continued)

(i)

(ii)

Practical expedient applied

2. FESFEE LR

2.2 B BREEH (&)

RN B BB HEERIE 165 ()

()

In applying HKFRS 16 for the first time, the Group
has used the practical expedients permitted by the
standard to apply a single discount rate to a portfolio

of leases with reasonably similar characteristics.

The Group has also elected not to reassess whether
a contract is, or contains a lease at the date of initial
application. Instead, for contracts entered into before
the transition date the Group relied on its assessment
made applying HKAS 17, Lease and HK(IFRIC) — Int
4, Determining whether an Arrangement contains a

Lease.

Measurements of lease liabilities and right-of-use

assets

Operating lease commitments disclosed as at

31 December 2018

Discounted using the lessee’s incremental

borrowing rate at the date of initial

B B EE A

RERERBEEVBHREENE
16576 - AEE MK LR
RHZEREEE  HAAERE
BAUBBzHEHEEERE R

AEBETCEBRTEHFEEHON
MPEABHREHERNBEH
g - Ak - BREER B 8IATET L
ZAH  AEBRBRATE S
ERIE17RIHE | BB (BREM
BHRERELZE Q) 2BESRE
ELHEEBHEET 2 -

(i) HEREREHAEEEZTE

HK$°000
FET

RZE-NF+ZA=+—H
PR BT EAIE 43,686
FRABAREXERRS
—E-hF—A—HMEE

application on 1 January 2019 B RFI R BLIR (11,842)
Lease liabilities recognised as at R-ZE-—NE-A—HERZ

1 January 2019 HEEE 31,844
Of which: ===l
Current lease liabilities mEHEAaRE 5,816
Non-current lease liabilities IEnBHEEE 26,028

31,844
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BE-FT-NF+-AZ+—HILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)

POLICIES (continued)

2.2 S BEREEH(HE)

2.2 Changes in accounting policies (continued)

Adoption of HKFRS 16 (continued) BRAE B IEIHREERE 165 (&)

(i) HMEREREAREEEZEE)

(i) Measurements of lease liabilities and right-of-use
assets (continued)

The associated right-of-use assets (including land use
rights which is presented as a separate line item in
the consolidated statement of financial position) were
measured at the amount equal to the lease liabilities,
adjusted by the amount of any prepaid or accrued

HEFERAEEE(BRERERAUE
MARFIEAEBEE PR i
FRE)RSEANEEAEZSE
e WERZ-ZZ-NF+ZA=
T—AZEAVBERARPERZ

HERE 2 EABEMNREFERER
R BETHAE -

lease payments relating to that lease recognised in the
consolidated statement of financial position as at 31
December 2018.

RZERAREEERT RPN

The recognised right-of-use assets relate to land and

office premises. AR o
(i) Adjustments recognised in the consolidated statement (i) RZEFE—NF—A—HZHEEHHE
of financial position on 1 January 2019 I KPR B

R-ZF-NF-A-RZEMNHEE
IE60,062,000/8 T EFH DR
THERE  BRASEEREE
EZ 8 e

Prepaid lease payments of HK$60,062,000 as at 1
January 2019 have been reclassified as land use rights
being a part of the right-of-use assets of the Group.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Changes in accounting policies (continued)
Adoption of HKFRS 16 (continued)

(iii)  Adjustments recognised in the consolidated statement
of financial position on 1 January 2019 (continued)

The change in accounting policy affected the
following items in the consolidated statement of
financial position on 1 January 2019:

° right-of-use assets — increased by HK$31,844,000;

. lease liabilities — increased by HK$31,844,000;

° land use rights — increased by HK$60,062,000;

e prepaid lease payments — decreased by
HK$60,062,000.

There was no net impact on retained earnings on 1
January 2019.

2.3 Principles of consolidation and equity
accounting

(i) Subsidiaries

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.

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

2. FESFEE LR

2.2 %‘%ﬂ-ﬁjﬁ EJ(I!E.)
BRAE B IEIHREERE 165 (&)

(i) RZF—NF—A—HZHEEHHE
IR FTERZ FHEE(E)

SHEAEDYER T NF—
A—B2EARBRREDUTE

B :
e FHRHEEE - HEM
31,844,000 7T

o THESBME - 1£031,844,000
B

e T HLFE A E - EM
60,062,000/ 7T :

e BMHNMENKHE - R
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3 Principles of consolidation and equity
accounting (continued)

()

(ii)

Subsidiaries (continued)

The acquisition method of accounting is used to
account for business combinations by the Group (refer
to note 2.4).

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 and other comprehensive
income, consolidated statement of changes in equity
and consolidated statement of financial position
respectively.

Associates

Associates are all entities over which the Group
has significant influence but not control or joint
control. This is generally the case where the Group
holds between 20% and 50% of the voting rights.
Investments in associates are accounted for using
the equity method of accounting, after initially being
recognised at cost.

FEMBRRM T @

HE_T—NET-_A=1+—HIFE
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FTEEEE 2L

23 AR ERES
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3 Principles of consolidation and equity
accounting (continued)

(ii) Associates (continued)

FEMBRRM T @
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2. TESTHBE2BM(E)
23 SR EREFIERE

(i) BHE R A

I.I(nﬁ)

Under the equity method of accounting, the
investments are initially recognised at cost and
adjusted thereafter to recognise the Group’s share of
the post-acquisition profits or losses of the investee
in profit or loss, and the Group's share of movements
in other comprehensive income of the investee in
other comprehensive income. Dividends received
or receivable from associates and joint ventures are
recognised as a reduction in the carrying amount of
the investment.

When the Group’s share of losses in an equity-
accounted investment equals or exceeds its interest in
the entity, including any other unsecured long-term
receivables, the Group does not recognise further
losses, unless it has incurred obligations or made
payments on behalf of the other entity.

Unrealised gains on transactions between the Group
and its associates and joint ventures are eliminated
to the extent of the Group's interest in these entities.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of
the asset transferred. Accounting policies of equity
accounted investees have been changed where
necessary to ensure consistency with the policies
adopted by the Group.

The carrying amount of equity-accounted investments
is tested for impairment in accordance with the policy
described in note 2.10.

ﬁﬁ%ﬁéﬁ% BB ARA
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)
POLICIES (continued)

2.3 Principles of consolidation and equity 23 SOt REREREA (&)

accounting (continued)

(i) FrEREEZE 221t

(iii) Changes in ownership interests

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 Shougang Fushan Resources Group Limited.

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,
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
HKFRSs.

If the ownership interest in a joint venture or an
associate is reduced but joint control or significant
influence is retained, only a proportionate share
of the amounts previously recognised in other
comprehensive income are reclassified to profit or loss
where appropriate.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)

POLICIES (continued)

2.4 (%S5t

2.4 Business combination

AEBRBUBEHEKBRGAH

The acquisition method of accounting is used to account

for all business combinations, regardless of whether equity AR M mEAEWEER TASE

instruments or other assets are acquired. The consideration EE - WE—FNBEAREEIRE

transferred for the acquisition of a subsidiary comprises BIE

the:

e fair values of the assets transferred:; s MEEEEZAVE:

e liabilities incurred to the former owners of the e WWBEBINEEAMELEZEA
acquired business; & :

e equity interests issued by the Group; o  AREEDEBITRAES

e fair value of any asset or liability resulting from a s FARBLHEEEZEMNEENE
contingent consideration arrangement; and B2 RTE: &

e fair value of any pre-existing equity interest in the o [WBARMEMERGFERAES
subsidiary. ZFE o

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.

EXBEHTPTREZ AT 3R EEIA R
PrAEzaERKBRE  BARER
WERMZ AFEFEDEBIIMER
BRON) - REBIAZREWBELE - o
FlESRIFERE RS Fﬁfﬁ%ﬂiﬂﬁzﬁ%:é’iﬁf
BRIEEFEZLPIERNREBEER
Z AT IR RS o

WEEHERER AN E LR ST 3H -
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)
POLICIES (continued)

2.4 XBE0H(E)

2.4 Business combination (continued)

The excess of the
. consideration transferred;

e amount of any non-controlling interest in the acquired
entity; and

e 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.

Where settlement of any part of cash consideration is
deferred, the amounts payable in the future are discounted
to their present value as at the date of exchange. The
discount rate used is the entity’s incremental borrowing
rate, being the rate at which a similar borrowing could be
obtained from an independent financier under comparable
terms and conditions. Contingent consideration is classified
either as equity or a financial liability. Amounts classified
as a financial liability are subsequently remeasured to fair
value with changes in fair value recognised in profit or loss.

If the business combination is achieved in stages, the
acquisition date carrying value of the acquirer’s previously
held equity interest in the acquiree is remeasured to fair
value at the acquisition date. Any gains or losses arising
from such remeasurement are recognised in profit or loss.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)

POLICIES (continued)

2.5 Separate financial statements 25 BYBBRE
Investments in subsidiaries are accounted for at cost less R B R B 2 18 B R AN FIBR R B 5
impairment. Cost includes direct attributable costs of @E cABERECEERGBRAR o K
investment. The results of subsidiaries are accounted for NARE R R ERREAEERHEAR
by the company on the basis of dividend received and AIZEBENE ©
receivable.
Impairment testing of the investments in subsidiaries is THRA KT B A R 2 18 B A 2 IR SR B
required upon receiving a dividend from these investments BRARREIRR MMz 2EW=ETE
if the dividend exceeds the total comprehensive income FMZIREREBY HREAN REE
of the subsidiary in the period the dividend is declared or HIBWIRE 7 EEFE(BEEE) R
if the carrying amount of the investment in the separate EUBWMEANREME - BIRKEZS
financial statements exceeds the carrying amount in the IR B R ZBE ZFIREEITREAR o
consolidated financial statements of the investee’s net
assets including goodwill.

2.6 Segment reporting 2.6 DEPE|E
Operating segments are reported in a manner consistent BEDF 2 MmET N EREZLERE
with the internal reporting provided to the chief operating EREZAEEmE B -
decision maker.
The board of directors of the Company (the “Board”) has AAREEE((ESE)ERKRATE
assigned executive directors which assesses the financial ZERNEAKE MBHRE MR -
performance and position of the Group, and makes WAEL REEMRR c PITEBCHET
strategic decisions. The executive directors have been REBELERESE -
identified as the chief operating decision maker.

2.7 Foreign currency translation 2.7 HEHBE

(i) Functional and presentation currency

Items 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
HK$, which is Shougang Fushan Resources Group
Limited’s functional and presentation currency.

(i) DEERIHEEHR
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)
POLICIES (continued)

2.7 INERE ()

2.7 Foreign currency translation (continued)

(i) X5 R#EH

(ii) Transactions and balances

INERGRARGEHzERBE
RUNEER - BEHERHELZ

Foreign currency transactions are translated into the
functional currency using the exchange rates at the

dates of the transactions. Foreign exchange gains
and losses resulting from the settlement of such
transactions and from the translation of monetary
assets and liabilities denominated in foreign currencies
at year end exchange rates are generally 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.

Foreign exchange gains and losses that relate to
borrowings are presented in the statement of profit or
loss, within finance costs. All other foreign exchange
gains and losses are presented in the statement of
profit or loss on a net basis within other income and
gains/(losses), net.

Non-monetary items that are measured at fair value in
a foreign currency are translated using the exchange
rates at the date when the fair value was determined.
Translation differences on assets and liabilities carried
at fair value are reported as part of the fair value gain
or loss. For example, translation differences on non-
monetary assets such as equities classified as fair value
through other comprehensive income are recognised
in other comprehensive income.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)

POLICIES (continued)
2.7 HNEBRE (E)

2.7 Foreign currency translation (continued)

(iii) Group companies (iii) EF LA

The results and financial position of foreign operations
(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:

e 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;

e income and expenses for each statement of
profit or loss and statement of comprehensive
income are translated at average exchange rates
(unless this 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 dates of the
transactions); and

e all resulting exchange differences are recognised
in other comprehensive income.

On consolidation, exchange differences arising from
the translation of any net investment in foreign
entities, and of borrowings and other financial
instruments designated as hedges of such investments,
are recognised in other comprehensive income. When
a foreign operation is sold or any borrowings forming
part of the net investment are repaid, the associated
exchange differences are reclassified to profit or loss,
as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign operation are treated as assets
and liabilities of the foreign operation and translated
at the closing rate.
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2. FESFEE LR

2.7 Foreign currency translation (continued)

(iv) Disposal of foreign operation and partial disposal

On the disposal of a foreign operation (that is, a
disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control over
a subsidiary that includes a foreign operation, or a
disposal involving loss of significant influence over an
associate that includes a foreign operation), all of the
currency translation differences accumulated in equity
in respect of that operation attributable to the owners
of the company are reclassified to profit or loss.

In the case of a partial disposal that does not result
in the Group losing control over a subsidiary that
includes a foreign operation, the proportionate share
of accumulated currency translation differences are
re-attributed to non-controlling interests and are
not recognised in profit or loss. For all other partial
disposals (that is, reductions in the Group’s ownership
interest in associates that do not result in the Group
losing significant influence), the proportionate share
of the accumulated exchange difference is reclassified
to profit or loss.

2.8 Property, plant and equipment

Property, plant and equipment, other than construction
in progress (“CIP"), are stated at cost less accumulated
depreciation and accumulated impairment losses. The cost
of an asset includes its purchase price and the costs directly
attributable to the acquisition 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 de-recognised. All other
repairs and maintenance are recognised as an expense in
profit or loss during the financial period in which they are
incurred.
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESEHBE 2B (E)

POLICIES (continued)

2.8 Property, plant and equipment (continued) 28 ¥  BERRZEE)

Other than mining structures, depreciation is provided to
write off the cost net of their estimated residual values over
their estimated useful lives on a straight-line basis, at the
following rates per annum:

Buildings and plants The shorter of the lease
terms or 5%
Mining machinery and 10%
equipment
Leasehold improvements The shorter of the lease

terms or 33'/3%

Office equipment, 20% to 33'3%
furniture and fixtures
Motor vehicles and 10% to 25%

transportation equipment

Depreciation on mining structures is provided to write
off the cost of the mining structures using the units of
production method based on the total proved and probable
reserves of the coal mine as the depletion base.

The assets’ estimated residual values, depreciation methods
and estimated useful lives are reviewed, and adjusted if
appropriate, at the end of each reporting period.

CIP is stated at cost less impairment losses. Cost comprises
direct costs of construction as well as borrowing costs
capitalised during the periods of construction and
installation. Capitalisation of these costs ceases and the CIP
is transferred to the appropriate class of property, plant and
equipment when substantially all the activities necessary to
prepare the assets for their intended use are completed.
No depreciation is provided for in respect of CIP until it is
completed and ready for its intended use.

An asset is written down immediately to its recoverable
amount if its carrying amount is higher than the asset’s
estimated recoverable amount.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.8 Property, plant and equipment (continued)

Gain or loss on disposal of an item of property, plant and
equipment is the difference between the sale proceeds and
its carrying amount, and is recognised in profit or loss on
disposal.

2.9 Intangible assets

()

(ii)

Goodwill

Goodwill is measured as described in note 2.4.
Goodwill on acquisitions of subsidiaries is included in
intangible assets. 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, being the operating
segments (note 5).

Mining rights

Mining rights are stated at cost less accumulated
amortisation and accumulated impairment losses and
are amortised on the units of production method
based on the total proven and probable reserves of
the coal mine.
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESEHBE 2B (E)

POLICIES (continued)

2.10 Impairment of non-financial assets 2.10 3EM B EERE

Goodwill and intangible assets that have an indefinite BEERAGERAFHCMERBILEE
useful life are not subject to amortisation and are tested HARE  HESFETHENR X
annually for impairment, or more frequently if events EEEHLBENBERE B RAIRLE
or changes in circumstances indicate that they might be AR - AIE AR TR ER - B
impaired. Other assets are tested for impairment whenever HEERESHRBRIBERECBTE
events or changes in circumstances indicate that the T {8 7] B M A U o b s 1T R BRI o Bt
carrying amount may not be recoverable. An impairment BERHEBLEANKEEE SRR
loss is recognised for the amount by which the asset’s RBEEE - AIREEBEREEZAT
carrying amount exceeds its recoverable amount. The BEHRLEENAEERABEEME 2R S
recoverable amount is the higher of an asset’s fair value F o RETIBER - ﬁ??ﬁz—fﬁiﬁﬁ?ﬂ
less costs of disposal and value in use. For the purposes ZEBEeERAZEEEBRSH  ZEHES
of assessing impairment, assets are grouped at the lowest fuﬁE)\TFUﬁEEﬁ_LE/\\ﬁ@ﬁﬁﬁﬁ?iﬂ
levels for which there are separately identifiable cash RIGREEEEM) ZHEESRA - HER
inflows which are largely independent of the cash inflows B2V BEEBBRINGRERSE
from other assets or groups of assets (cash-generating HAZR ph 38 BRI E 2 A BB 1 ETTARAT ©

units). Non-financial assets other than goodwill that
suffered an impairment are reviewed for possible reversal
of the impairment at the end of each reporting period.

2.11 Investments and other financial assets LN RERHMMBEEE
(i) Classification (i) ##E
The Group classifies its financial assets in the following REBBEGHEESBRATE
measurement categories: SRR
e those to be measured subsequently at fair value e HEZATEFAHMEZE
(either through other comprehensive income or WaskiEm e MBEE &

through profit or loss); and

e those to be measured at amortised cost. e REHENAFEZHBE
= o

The classification depends on the entity’s business DEDNBURNEBEEMBEEY

model for managing the financial assets and the (¥BRARBREREZEQETRM

contractual terms of the cash flows. JE ©
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Investments and other financial assets
(continued)

()

(ii)

Classification (continued)

For assets measured at fair value, gains and losses
will either be recorded in profit or loss or other
comprehensive income. 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 measured at fair
value through other comprehensive income.

The Group reclassifies debt investments when and
only when its business model for managing those
assets changes.

Recognition and derecognition

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

(iii) Measurement

At initial recognition, the Group measures a financial
asset at its fair value plus, in the case of a financial
asset not measured at fair value through profit or loss,
transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of
financial assets measured at fair value through profit
or loss 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.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Investments and other financial assets
(continued)

(iii) Measurement (continued)
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. The Group classifies all of its debt instruments
at amortised cost:

Assets that are held for collection of contractual
cash flows where those cash flows represent solely
payments of principal and interest are measured at
amortised cost. Interest income from these financial
assets is included in finance income using the effective
interest rate method. Any gain or loss arising on
derecognition is recognised directly in profit or loss
and presented in “other income and gains/(losses),
net” together with foreign exchange gains and losses.
Impairment losses are presented as separate line item
in the statement of profit or loss.

Equity instruments

The Group subsequently measures all equity
investments at fair value. Where the Group's
management has elected to present fair value
gains and losses on equity investments in other
comprehensive income, 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 continue to be
recognised in profit or loss as other income when the
Group's right to receive payments is established.

Impairment losses (and reversal of impairment losses)
on equity investments measured at fair value through
other comprehensive income are not reported
separately from other changes in fair value.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Investments and other financial assets
(continued)

(iv) Impairment

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

For trade and bills receivables, the Group applies the
simplified approach permitted by HKFRS 9, which
requires expected lifetime losses to be recognised
from initial recognition of the receivables, see note
3.1(b) for further details.

2.12 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the statement of financial position
where the Group currently has a legally enforceable
right to offset the recognised amounts, and there is an
intention to settle on a net basis or realise the asset and
settle the liability simultaneously. The Group has also
entered into arrangements that do not meet the criteria
for offsetting but still allow for the related amounts to be
set off in certain circumstances, such as bankruptcy or the
termination of a contract.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)
POLICIES (continued)

213 IBEREN

2.13 Financial guarantee contracts

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

e the amount determined in accordance with the
expected credit loss model under HKFRS 9; and

e the amount initially recognised less, where
appropriate, the cumulative amount of income
recognised in accordance with the principles of HKFRS
15.

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.

2.14 Derivatives financial instruments

Derivatives are initially recognised at fair value on the date
a derivative contract is entered into and are subsequently
re-measured to their fair value at the end of each reporting
period.

The Group’s derivative financial instruments do not qualify
for hedge accounting and are accounted for at fair value
through profit or loss. Gains or losses arising from changes
in the fair value of these derivative financial instruments
are recognised immediately in “change in fair value of
derivative financial instruments” in the statement of profit
or loss in the period in which they arise.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)

POLICIES (continued)

2.15 Inventories 215 78

Inventories are initially recognised at cost, and subsequently FEVIFRB AR - WREEREK
at the lower of cost and net realisable value. Cost is ARAJERFEME 2REERR -
calculated using weighted average method, and in the BRI AR RS E - MARK
case of finished goods, comprises direct materials, direct m ABEEEYH  BEEAIREE
labour and an appropriate proportion of overheads. Net Ll EEER - IERFEARE T

realisable value represented the estimated net selling prices ¥BBEEP 2 AEHHE FERREL
in the ordinary course of business less the estimated costs EEZAETBR ©
necessary to make the sale.

2.16 Trade receivables 2.16 FEWE 3 iR1E

Trade receivables are amounts due from customers for
goods sold or services performed in the ordinary course of
business. They are generally due for settlement within 60
to 90 days and therefore are all classified as current.

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 24 for further information about the Group’s
accounting for trade receivables and note 3.1(b) for a
description of the Group'’s impairment policies.

2.17 Cash and cash equivalents

For the purpose of presentation in the statement of cash
flows, cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions, other short-
term, highly liquid investments with original maturities of
three months or less that are readily convertible to known
amounts of cash and which are subject to an insignificant
risk of changes in value, and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities
in the statement of financial position.

FEWE S IRIATISL A B E B BIET A
EEmARERGMEEEFFIA - &
W B 5 8RB —ARE0EI0RAEI BT -
Rt 28O B RRE -

JEWE ZERBNSRBEGE 2KES
BER  BRIFRAFEEIARZFEEKR
MBTEAER® - ARBFERKE
ZHRE  BEURBREHRSRKRE - At
HEgRAERMN R R BHN ARG E -
BRAASEZREESRASTRES
EZE—FER Eﬁ@“ﬁﬁma£24'ﬁ
BAASEREREXZHE - F28ME
3.1(b) °

217 BERBRESEEY

REVNBRERERME REKBEE
EVEEFRRT  REemEEZaH
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18 Share capital

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

2.19 Trade and other payables

These amounts represent liabilities for goods and services
provided to the Group prior to the end of financial year
which are unpaid. The amounts are unsecured and are
usually paid within 30 to 180 days of recognition. Trade
and other payables are presented as current liabilities
unless payment is not due within 12 months after the
reporting period. They are recognised initially at their fair
value and subsequently measured at amortised cost using
the effective interest method.

2.20 Borrowing costs

General and specific borrowing costs that are directly
attributable to the acquisition, construction or production
of a qualifying asset are capitalised during the period of
time that is required to complete and prepare the asset for
its intended use or sale. Qualifying assets are assets that
necessarily take a substantial period of time to get ready
for their intended use or sale.

Other borrowing costs are expensed in the period in which
they are incurred.

2.21 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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)
POLICIES (continued)

2.21 Current and deferred income tax (continued) 2.21 BNEAREFE AT 15 84 (48)

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
the reporting period in the countries where the company
and its subsidiaries and associates 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.

Deferred income tax

Deferred income tax is provided in full, 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. Deferred income tax is also
not accounted for if it arises from initial recognition of an
asset or a liability in a transaction other than a business
combination that at the time of the transaction affects
neither accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (and laws) that
have been enacted or substantially enacted by the end of
the 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 tax assets are recognised only if it is probable that
future taxable amounts will be available to utilise those
temporary differences and losses.

Deferred tax liabilities and assets are not recognised for
temporary differences between the carrying amount and
tax bases of investments in foreign operations where
the company is able to control the timing of the reversal
of the temporary differences and it is probable that the
differences will not reverse in the foreseeable future.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)

POLICIES (continued)

2.21 Current and deferred income tax (continued) 2.21 BNEAREFE AT 15 84 (48)

Deferred income tax (continued)

Deferred tax assets and liabilities are offset when there is
a legally enforceable right to offset current tax assets and
liabilities and when the deferred tax balances relate to the
same taxation authority. Current tax assets and tax liabilities
are offset where the entity has a legally enforceable right
to offset and intends either to settle on a net basis, or to
realise the asset and settle the liability simultaneously.

Current and deferred tax is recognised in profit or loss,
except to the extent that it relates to items recognised in
other comprehensive income or directly in equity. In this
case, the tax is also recognised in other comprehensive
income or directly in equity, respectively.

2.22 Employee benefits

(i) Short-term employee benefits

Short-term employee benefits are employee benefits
(other than termination benefits) that are expected
to be settled within twelve months after the end of
the annual reporting period in which the employees
render the related service. Short-term employee
benefits are recognised in the year when the
employees render the related service.

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result
of services rendered by employees up to the reporting
date.

Non-accumulating compensated absences such as sick
leave and maternity leave are not recognised until the
time of leave.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. TESTBER 2B (&)
POLICIES (continued)
2.22 Employee benefits (continued) 2.22 EEEFI ()
(i) Retirement benefits (i) BkEF
Retirement benefits to employees are provided 1B B 2B IREH T iR E S RE
through defined contribution plans. SRt o

AR BRI R B ATE ST B D)
REREBBMAERERZ2ARES

The Group operates a defined contribution retirement
benefit plan under the Mandatory Provident Fund

Schemes Ordinance, for all of its Hong Kong
employees who are eligible to participate in the
MPF Scheme. Contributions are made based on a
percentage of the employees’ basic salaries.

The employees of the Group’s subsidiaries which
operate in the PRC are required to participate in
a central pension scheme operated by the local
municipal government. These subsidiaries are required
to contribute a certain percentage of its payroll costs
to the central pension scheme.

Contributions are recognised as an expense in profit
or loss as employees render services during the year.
The Group's obligations under these plans are limited
to the fixed percentage contributions payable.

FHE 2 BB RS R E HFURIRER
tE - HFREBEAH S 2BD
FLfEH: ©

AEBETELE ZHBRAZE
B R2EEHMTBIRRILZFR
BT E - ZEMBAREEE
FEMAZRE B D LR RER

TRTEIHH -

HERRNEERHRE < FERNER
SRR K’Elﬂ?&ﬁlﬁt
AECEERREN ZEER D
HK

2.23 Share-based payments 223 IR AER 2R
EEFEBI T ——FrEIAREER
MDETEl - TTHRABEERE S KRG
FHEEREURN AER 2 HERTF -
Bz ET 8l 2 ERERMIFE3S5 -

Share-based compensation benefits are provided to
employees via the “2012 Scheme” and an employee share
scheme, the executive short-term incentive scheme and
share appreciation. Information relating to these schemes
is set out in note 35.
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESEHBE 2B (E)

POLICIES (continued)

2.23 Share-based payments (continued) 223 LR BHER 2R &)
The fair value of options granted under the 2012 Scheme ZE-ZFHEETERL CEBREAT
is recognised as an employee benefits expense with a BERAREERNAX - MiEmAEE
corresponding increase in equity. The total amount to be e BED2ECEHER
expensed is determined by reference to the fair value of B2 NTEERE

the options granted:

e including any market performance conditions (e.g. the e BREEMMSRBKGHINELE
entity’s share price); ZIRME)

e excluding the impact of any service and non-market e T EEEMARBMIEMERES
performance vesting conditions (e.g. profitability, sales BEH(FIInBFEE S - HEER
growth targets and remaining an employee of the BEEMEEZEENIETHENE
entity over a specified time period); and Bz&2E: Kk

e including the impact of any non-vesting conditions o BIEEMIERE RS (IR E R
(e.g. the requirement for employees to save or hold BRENIE—RIETHENFEER
shares for a specific period of time). M2 -

The total expense is recognised over the vesting period, R BEREBHEIMEEERBK

which is the period over which all of the specified vesting T TEKR R BER - REHK -

conditions are to be satisfied. At the end of each period, ERRBIEMSHEERRBGEY - 85

the entity revises its estimates of the number of options HGst A TRE  BRESE - &

that are expected to vest based on the non-market vesting ARG ST (AR 2B BN ER
and service conditions. It recognises the impact of the WHER - W ERSIELAEAE -

revision to original estimates, if any, in profit or loss, with a
corresponding adjustment to equity.

2.24 Provisions 2.24 BfE
Provisions are recognised when the Group has a present EASERBESEHERERBEEL
legal or constructive obligation as a result of past events, EERMT  MEBREEHRAEEESE
it is probable that an outflow of resources will be required Bmi - BEMSBECAMER EMER
to settle the obligation and the amount can be reliably SHREE  ETERARILEEE
estimated. Provisions are not recognised for future R -

operating losses.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.24 Provisions (continued)
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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
management’s best estimate of the expenditure required
to settle the present obligation at the end of the reporting
period. The discount rate used to determine the present
value is a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the liability. The increase in the provision due to
the passage of time is recognised as interest expense.

2.25 Revenue recognition

Sales of goods

Revenue is recognised when or as the control of the good
or service is transferred to the customer. Depending on
the terms of the contract and the laws that apply to the
contract, control of the good or service may be transferred
over time or at a point in time.

Control of the good or service is transferred over time if
the Group’s performance:

e provides all of the benefits received and consumed
simultaneously by the customer;

. creates or enhances an asset that the customer
controls as the Group performs; or

e does not create an asset with an alternative use to
the Group and the Group has an enforceable right to
payment for performance completed to date.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.25 Revenue recognition (continued)

Sales of goods (continued)

If control of the goods or services transfers over time,
revenue is recognised over the period of the contract by
reference to the progress towards complete satisfaction
of that performance obligation. Otherwise, revenue is
recognised at a point in time when the customer obtains
control of the goods or service.

The Group is engaged in coking coal mining, production
and sales of coking coal products. Revenue is recognised
when the control of the products are transferred to the
customers at a point in time, when products are delivered
to the customers, and there is no unfulfilled obligation that
could affect the customers’ acceptance of the products.
Delivery occurs when the products have been shipped to
the specified location, the risks of obsolescence and loss
have been transferred to the customers, and either the
customers have 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.

A contract liability is recognised when the consideration is
received from customers before the goods are delivered. A
receivable is recognised when the goods are delivered and
accepted as this is the point in time that the consideration
is unconditional because only the passage of time is
required before the payment is due.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)
POLICIES (continued)

2.26 Interest income 2.26 A B WA

Interest income on financial assets measured at amortised
cost and financial assets measured at fair value through
other comprehensive income calculated using the effective
interest method is recognised in the statement of profit or
loss.

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

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

2.27 Dividends income

Dividends are received from financial assets measured at
fair value through other comprehensive income. Dividends
are recognised as other income in profit or loss when the
right to receive payment is established. This applies even
if they are paid out of pre-acquisition profits, unless the
dividend clearly represents a recovery of part of the cost of
an investment. In this case, the dividend is recognised in
other comprehensive income if it relates to an investment
measured at fair value through other comprehensive
income. However, the investment may need to be tested
for impairment as a consequence.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.28 Earnings per share

(i) Basic earnings per share

Basic earnings per share is calculated by dividing:

“E-NFFR ERBLEREEBRLARA 165

Yy S EL A0 )

BE-FT-NF+-AZ+—HILFE

2. FESFEE LR

228 BERER
() BREZEF

BRERBA ZFEITER

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.

(ii) 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.

(ii)
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FTESTEE 2B (E)

POLICIES (continued)

2.29 Leases 229 HE

As explain in note 2.2 above, the Group has changed its
accounting policy for leases where the Group is the lessee.
The new policy is described below and the impact of the
change in note 2.2.

Until 31 December 2018, leases of land and office premises
were classified as operating leases. Payments made under
operating leases (net of any incentives received from the
lessor) were charged to profit or loss on a straight-line basis
over the period of the lease.

From 1 January 2019, prepaid lease payments are
reclassified as land use rights, other leases are recognised as
right-of-use assets and a corresponding liability at the date
at which the leased asset is available for use by the Group.
Each lease payment is allocated between the liability 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. The right-of-use assets is depreciated over the
shorter of the asset’s useful life and the lease term on a
straight-line basis.

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities include
the net present value of the fixed payments (including
in-substance fixed payments), less any lease incentives
receivable.

The lease payments are discounted using the interest rate
implicit in the lease. If that rate cannot be determined, the
lessee’s incremental borrowing rate is used, being the rate
that the lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value in a similar
economic environment with similar terms and conditions.
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESEHBE 2B (E)

POLICIES (continued)

2.29 Leases (continued) 2.29 HE (&)

To determine the incremental borrowing rate, the Group: REERBERFNE - KXEH :

e where possible, uses recent third-party financing o EAIBEMBAT - LMERIFEME AR
received by the individual lessee as a starting point, MREIME=RVE BRE - Wi
adjusted to reflect changes in financing conditions ITHBARM B WEE =7 /& K
since third party financing was received; RELE R L

e uses a build-up approach that starts with a risk-free . ﬁﬁﬁ—ﬁﬁﬁﬁii CRITERE RN
interest rate adjusted for credit risk for leases held by B fg A =R - % ﬂ EETH AR
the Group, which does not have recent third party E@ﬁﬂ%fﬂﬁéﬁ’] EERBETTH
financing; and B ZHEERAE® EE'J%EFEQ

=]

e makes adjustments specific to the lease, e.g. term, e HHEETHEMAE - flnH
country, currency and security. R IR - E¥MER -

The Group is exposed to potential future increases in REBHERENIBE K E KM AR KA

variable lease payments based on an index or rate, which MENKEEBEEEM  BEIERES

are not included in the lease liability until they take effect. BEEHEEAREST - %F?‘é%ﬂ(i%ﬁ?ﬁ’]

When adjustments to lease payments based on an index or MENRABRERE - HFHHEEAEE

rate take effect, the lease liability is reassessed and adjusted TEFNNE  UREFERAEEESE ‘_ﬁ

against the right-of-use asset. o

Lease payments are allocated between principal and fﬁif\1ﬂ“#\7ﬁ-_t$§ﬂﬁ7ﬁ%ﬁi$2ﬁ“@ﬂ °

finance cost. The finance cost is charged to profit or loss MK AR ERREIBEP R -

over the lease period so as to produce a constant periodic RS F'EJE’JE\E%EEFEIEE’]E%

rate of interest on the remaining balance of the liability for FZE o

each period.
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESEHBE 2B (E)

POLICIES (continued)

2.29 Leases (continued) 229 FHE (&)
Right-of-use assets are measured at cost comprising the EREEERKNATE - RABRENLT
following: IR
e the amount of the initial measurement of lease s MHERBUVSHESHE:
liability;
° any lease payments made at or before the ° RFte A s 2 FIFTE 2 R HE
EndNAn 1= 5
commencement date less any lease incentives FFORFT 2 A EEE
received;
e any initial direct costs; and o (EMYIFEEKAE K
e restoration costs. o {BIERKA o
Right-of-use assets are generally depreciated over the EREEERTHAEREIEEEMNAE
1= vl = °
shorter of the asset’s useful life and the lease term on ﬁﬁiﬁﬁ%ﬂ%ﬂ;\ﬁﬁﬁ\ﬁﬂh?ﬁ%ﬁ% LIES
a straight-line basis. If the Group is reasonably certain $%$I%imﬁ§E§TT1§E\§E/Hﬁ¢¥ + Al
to exercise a purchase option, the right-of-use asset is ﬁﬁ?%ﬁéﬁmﬁﬁéﬁ’qﬂﬁiﬁﬁi,ﬁﬂﬁq
depreciated over the underlying asset’s useful life. e -
Payments associated with short-term leases and leases of HEMHEREEEEEHEREAE
=) S A4S 3L TRy o k5
low-value assets are recognised on a straight-line basis as FA%E§V?/fE§TEmﬁEWEZ%%ﬁ§ SHAA
an expense in profit or loss. Short-term leases are leases ERMEMNEAKUTZHEE -

with a lease term of 12 months or less.

2.30 Dividend distribution 2.30 B 5. 7K
Provision is made for the amount of any dividend ARERRRERRRZFIETIRER
NS aNN o SR ik
declared, being appropriately authorised and no longer i/ﬁ%ﬂﬂirﬁiﬁz/ﬁz%:%ﬂﬁﬂjﬂﬁ@a
at the discretion of the entity, on or before the end of REETBRERDERE 2 BE -

the reporting period but not distributed at the end of the
reporting period.
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For the year ended 31 December 2019

FEMBRRM T @

BE—E—hEF =S+ —HILEE
3. FINANCIAL RISK MANAGEMENT 3. MXERER

3.1 BiEKREE

3.1 Financial risk factors

The Group is exposed to a variety of financial risks such
as market risk (including foreign exchange risk, cash flow
interest rate risk and price risk), credit risk and liquidity risk,
which result from both its operating and investing activities.
The Group does not have written risk management policies
and guidelines. However, the directors meet periodically to
analyse and formulate measures to manage the Group’s
exposure to market risks, including changes in interest rates
and currency exchange rates. Generally, the Group employs
a conservative strategy regarding its risk management. As
the directors consider that the Group’s exposure to market
risk is kept at a minimum level, the Group has not used
any derivatives or other instruments for hedging purposes.
The most significant financial risks to which the Group is
exposed are described below.

(a) Market risk
(i) Foreign exchange risk

Foreign exchange risk refers to the risk that the
fair value or future cash flows of a financial
instrument will fluctuate because of changes
in foreign exchange rates. The Group mainly
operates and invests in Hong Kong and the
PRC with most of the transactions denominated
and settled in HK$ and Renminbi (“RMB")
respectively. No foreign exchange risk has been
identified for the financial assets and liabilities in
the PRC operations as they were denominated
in a currency same as the functional currencies
of the group entities to which these transactions
relate. The Group's exposure to foreign currency
risk primarily arises from certain financial assets
which are denominated in RMB, United States
Dollars ("US$") and Australian Dollars (“AUD").

AEEHBERRAKERKREEDZ
ERMBERAR - flanmmiERR (B
PEE - RSN E R R E LR IARERE
@) FERBREABESRAR - A%
B meA ERERBRRIES - A
- EXEHREEONLFIFTEIEAE
BEASERHZTHERAR  BEMER
EREE - —RME @ AEERRRT
ZEBRERRE AREEARAEH
T 2 5 B e 4 IME K - RS
B EEAEAITETASKEM T AN
EITEH T - AREERHREA VR
REAINS o

(a) mEEEE
() SMERSZ

SMERBIEME T A Z XF
B ARRRESRE R ERE
BimEE R - AEEE
EEBERPEEERK
B RZERHDAAET
EARE(TAR®EDIIRRE
EE HRENRAZERS
ERZSBEERZIREER
HRZEEIR - BfRE
BB EERABELRE
Bl OMNE R o AR E 2 Sh
BERBREBREETUAR
% 2 (Em)) R (DR
TEDINRZHEEE
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE

3. FINANCIAL RISK MANAGEMENT (continued) 3. MIEKREREE)

3.1 Financial risk factors (continued) 3.1 B EE ()
(a) Market risk (continued) (a) THEERE)
(i)  Foreign exchange risk (continued) () SMNERR ()
To mitigate the Group’s other exposure to ROBR A & B E b S0 IE &
foreign exchange risk, cash flows in foreign b - SNEIREREREBARSE
currencies are monitored in accordance with the ZRBREEBRKRETE
Group's risk management policies. The financial R IARUAEEHER 2D
assets that are not denominated in the functional BEE TR B IS B E (R
currency of the Group's entity, translated into MERBESEIT)OT

HK$ at closing rates, are as follows:

2019 2018
—E-nE —E-)N\E
Expressed in HK$'000 Expressed in HK$'000
UFETIT KBTI
AUD us$ RMB AUD uss RMB

- E 3 ARKE 27 E ARE

Financial assets measured BATEF AL
atfairvalue through other  2EWE 2 8T%

comprehensive income BE 853,746 - - 483,407 - -
Deposits, prepaymentsand &%~ BRFER

other receivables Hih I8

- Consideration receivables - BB - - 178,200 = - 178358

- Interest receivables - EYFIE 45 13,784 5,890 175 28,025 10,991
Time deposit with original ~~ REHEIRB={A

maturity over three months A 2 & 77 5 - 1,049,501 = - IR 131238
Cash and bank balances ReRFTER 75008 521,820 1,165,247 38666 1876877 781443

Overall net exposure BREREE 928,799 1,585,105 1,349,337 522,248 2,627,674 1,102,030
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3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(a) Market risk (continued)

(1)

Foreign exchange risk (continued)

As HK$ is pegged to US$, the Group does not
expect any significant movements in the US$/
HK$ exchange rates. No sensitivity analysis
in respect of the Group’s financial assets
denominated in US$ is disclosed as in the
opinion of directors, such sensitivity analysis does
not give additional value in view of insignificant
movement in the US$/HK$ exchange rates as at
the reporting date. The following table indicates
the approximate change in the Group’s profit
for the year and equity in response to reasonably
possible changes in the foreign exchange rates
to which the Group has significant exposure at
the reporting date.

Increase/
(Decrease)
in foreign
exchange
rates
Exti/
(FE8)

+5%
-5%
+5%
-5%

AUD BT
AUD Rt
RMB AR
RMB AR

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

3. MKRKEE(E

3.1 BHERREEE)

2019
—E-0F

Effect on
profit for
the year
HERE
pbilled 7
HKS'000
FAT

3,753
(3,753)
67,467

(67,467)

(a)

(i)

Effect on
equity
s
&8

HK$'000
FET

42,160
(42,160)

i 45 /2 B ()

SNE [l B (AE)

HRBTEXTHE - KK
BEMET  BLEXTE
BEEMERES - BREASK
BUAEXTIRZMBEEZ
FREDITLET ARKE -
REARESRRBHRBMEE
DT B HEIINEE - B
mEXEL/ BTEERRE
HEBZE#BHITEKN - TR
BRAEER (G - AKHE
RS EHEERRR) 2E
EAEES  AREFER
MR 2 BRI E -

2018
“E-N\E
Increase/
(Decrease)
in foreign
exchange
rates
B H#/
(TR)

Effect on
profit for
the year
HEE
A7
HK$'000
TET

Effect on
equity
iR
LEE
HK$'000
FET

1,942 24,283
(1,942) (24,283)
55,337 -

(55,337) -




172 SHOUGANG FUSHAN RESOURCES GROUP LIMITED Annual Report 2019

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2019

3.

FINANCIAL RISK MANAGEMENT (continued) 3.

3.1 Financial risk factors (continued)
(a) Market risk (continued)

(i) Cash flow interest rate risk

FEMBRRM T @

BE—F-NFHt_A=1—HILFE
Bt 75 R B 2R ()
3.1 B EERE (&

(a) Wm5mEbEEE)

(i) HERENEEE

Cash flow interest rate risk relates to the risk
that the cash flows of a financial instrument
will fluctuate because of changes in the market
interest rates. The Group’s major exposure
to interest rate risk relates primarily to other
financial asset, pledged bank deposits, cash and
cash equivalents and time deposits at bank, the
terms and interest rates are disclosed in notes
25, 26 and 27 respectively.

The following table illustrates the sensitivity of
profit/loss after income tax for the year to a
change in interest rates of +25 basis points and
-25 basis points (2018: +25 basis points and -25
basis points). The calculations are based on the
cash and cash equivalents as at 31 December
2019 and 2018. All other variables are held
constant.

ReREMNEXRRETFT
BEvReENESTHRTSH
REFMEB cRRAER -
AEBFEEY 2 FXRER
FTEHEMUBEE 2K
BIRTHER  RekReH
BEYWARBITESRTERE
B MR EREFES
BT EE25 ~ 26 27K EE -

TRBREFEKRIGSHEZ
wm A R A E L2528
K258 F(—F— )\ : +25
ZhF R-25BF) 2 BRE 0 Th
HERZFB-—NEFEER=ZZE—N
F+-—A=+—RAZR&e XK
ReSEWTE - A

2019 2018
—E-hEF —ZT-N\F
HK$’000 HK$'000
FET FA&T
If interest rates were 25 basis point  fifiFl| = £ F2524F
(2018: 25 basis point) higher (ZZ— )\ : 258 7)
Profit for the year increased by 2% Mg AN 9,200 9,387
If interest rates were 25 basis point  fifi R N £ 2524 F
(2018: 25 basis point) lower (ZZF—N\F : 25%¥F)
Profit for the year decreased by FEREAMBLD 9,200 9,387
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3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)
(a) Market risk (continued)
(iii) ~ Price risk

This relates to the risk that the fair values or
future cash flows of a financial instrument will
fluctuate because of changes in market prices
(other than changes in interest rates and foreign
exchange rates). The Group is exposed to other
price risk arising from its listed equity investments
classified as financial assets measured at fair
value through other comprehensive income
(note 21). Management manages this exposure
by maintaining a portfolio of investments with
different risk and return profiles and consider
hedging the risk exposure should the need arise.

For listed equity securities, an average volatility
of 16.10% and 11.37% (2018: 19.79% and
11.35%) was observed in Hang Seng Index in
Hong Kong and All Ordinary Index in Australia
in 2019 respectively. Had the quoted stock price
for these securities increased or decreased by
that amount, the Group’s security investment
reserve within equity would have been increased
or decreased by approximately HK$121,784,000
(2018: HK$88,636,000).

(b) Credit risk

Credit risk arises from trade and bills receivables,
deposits, other receivables, other financial asset,
pledged bank deposits, time deposits with original
maturity over three months and cash and cash
equivalents.

(a)

(b)

FEMBRRM T @

BE-FT-NF+-AZ+—HILFE
B 76 L Bl 2R (4R

3.1 BHEREE(E)

15 A B ()
(i) EEERE

EBfEREMHETAEZAF
BEXARBESRESHRT
LERES (R XKEXEH
BRINTMKE < RBRERE - &
SEZHEMEBRRRITED
BREAFEFARMGEZE
W MBEEEZ EMBRA
BREMB(MEE21) - EHRE
BT EATRER LD
HBzREMESEEUER -
TEREEREZELE TR

G o
ZON

HREMZBAES &
BAEEEIRMNAA EBR
2 (Al Ordinary Index)iA —
Z-NFZ2FHEBDBA
16.10% & 11.37% (ZZE— N\
F:19.79% &% 11.35%) ° fid
ZEBFTRBREZRZBE
EFASTRE - BIAEEER
NZEHEE BNk
S #9121,784,0008 L (==
— J\%F : 88,636,000/&7T) °

=R

EERRER B RKE S RENEW
RE e EMEREUR - HEit
MBEE  SEARTER  RE
FEEE = A ZERFHIAKLE
ERREFEYD -
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FEMBRRM T @

BE—T— A+ A= —HIEE
3. FINANCIAL RISK MANAGEMENT (continued) 3. IEKRERE(E)

3.1 BHEREE(E)

3.1 Financial risk factors (continued)

(b) Credit risk (continued) (b)) EEEEE)

() Risk management () JEppEE

In order to minimise the credit risk, the BEREEFEERRE KEBX
management of the Group has delegated a T —ENEEERERFER
team responsible for determination of credit BEWETERE - £
limits and credit approvals. Before accepting any XEMFEL 2B NEE
new customer, the Group uses an internal credit eFERARNEERRZATEE
system to assess the potential customer’s credit EREFZEREETEREFR
quality and defines credit limits by customer. REGHREE - XEEEF
Limits attributed to customers are reviewed HEPZEREEET R
once a year. Other monitoring procedures are BRAERNTEMEERT I
in place to ensure that follow-up action is taken MR IR AU B 2 18 e [0 W
to recover overdue debts. In this regard, the HER - 3l EFRAR
directors consider that the Group’s credit risk is SEFEAEZEERRBREL
significantly reduced. R -

The credit risk on all pledged bank deposits, AEBEMRBEEMBRITHE
time deposits with original maturity over three FRESXBHEA=BEAZ
months and cash and cash equivalents of the EHEFARREERESE
Group is minimised as the funds are placed with BEMZEERBREI BB
major banks located in Hong Kong and the PRC HZEBE2EREBR
respectively. Rz EERT -

(i) Impairment of financial assets (i) BIEEERE

Impairment of financial assets of the Group are
assessed using the expected credit loss model.

Trade receivables

The Group applies the HKFRS 9 simplified
approach to measure expected credit losses
which uses a lifetime expected loss allowance for
all trade receivables.

AEBYBHEEZRERA
EHMEEBEENAE -

W E 5 RRIA

AEERBEEVBHHRSE
AR T AT ERIE
EEE InEzHEKES
REEAAERFHANZE
HIET IR 3R -
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3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b) Credit risk (continued)

(ii)

Impairment of financial assets (continued)
Trade receivables (continued)

To measure the lifetime expected credit losses,
trade receivables has been grouped based on
shared credit risk characteristics and the days
past due. The expected loss rates are based
on the payment profiles of sales over a period
of 36 months before 31 December 2019 or 1
January 2019 respectively 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 following table presents the gross carrying
amount and the lifetime expected credit loss in
respect of individually assessed trade receivables

(ii)

FEMBRRM T @

HE=F—AF+=A=+—BILFE
B 75 B 2 (4D
3.1 MBEREE )

(b) FEEE &)

MEEEREE)
FEWE 5 RRIE ()

R EERFHA 2 AY
EEEBE BYREZKRER
BRREERRFANB S
BBTUDE  FRHEBEEX
TRABNR_-ZB-—NEFE+Z
A=t—H&=—F—AF—
HA—BpI36EAMEHEE
R IE R MR A E A G R
ZHEBEEEERREE
ARE UHBEEBRREY
HE URREZEEFHEE
W RIABE 1) 2 REVE A
EZERINATRIEER -

TREIRZE—-—NLEFRZ
E-NFE+-_A=+—8BEA
BERF(EEKE FREBE Y

as at 31 December 2019 and 2018: FHAERAEAFHRNZ
TEERE B B8

As at As at

31 December 31 December

2019 2018

R=ZB—HE RZZT-NF

+=—BA=+—-H +=ZA=+—8H

HK$’000 HK$'000

FET FET

Gross carrying amount AREAE 211,680 217,453
Lifetime expected credit loss AR FHRNZ

REEEEE (211,680) (217,453)

Net carrying amount BREDFE = =
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE

3. FINANCIAL RISK MANAGEMENT (continued) 3. IEKRERE(E)

3.1 Financial risk factors (continued) 3.1 BIEREE(E)
(b) Credit risk (continued) (b)) ZEEEE)

(i) Impairment of financial assets (continued) (i) HBEEEHREGE)
Trade receivables (continued) JEUE 5 8R1E (48)
The following table presents the gross carrying TREIR_ZE-NFRZ
amount and the provision for impairment loss in E-N\F+=ZA=+—H#F
respect of collectively assessed trade receivables BERTHERESREZ
as at 31 December 2019 and 2018: FREAE ROR ER R

As at 31 December 2019
R=ZF—-—hFE+=A=+—H

Lifetime
expected Gross Lifetime Net
credit carrying expected carrying
loss rate amount credit loss amount
Al A CIEcd::
FHRZ FHRZ
EHEE BHEE
BE=E IREIAAE BE ARENFE
HK$’000 HK$’000 HK$°000
FET FET FET
Ageing category BR iR 38 7l
1 to 3 months 1Z231E A 0.00% 490,613 - 490,613
4 to 6 months 42 6f{E A 0.00% = = =
490,613 - 490,613
As at 31 December 2018
RZZE-N\F+ZA=+—H
Lifetime
expected Gross Lifetime Net
credit carrying expected carrying
loss rate amount credit loss amount
EIRES:E A A
FHRNZ FHANZ
TEEEE BHEE
EEEx FRE4AE BB AREFE
HK$°000 HK$'000 HK$'000
FET FET FET
Ageing category BRI R
1 to 3 months 12318 A 0.00% 382,432 - 382,432
4 to 6 months 4= 618 A 0.00% 287,405 - 287,405

669,837 - 669,837
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e BB EmRME @)
BE—T— A+ A= —HIEE
3. FINANCIAL RISK MANAGEMENT (continued) 3. MKEREREE)

3.1 BIEKRREE(E)

3.1 Financial risk factors (continued)

(b) Credit risk (continued) (b) =EE(E)

(i) Impairment of financial assets (continued)
Trade receivables (continued)

Expected credit loss is close to zero as the trade
receivables have no recent history of default,
the impact of the expected loss from collectively
assessed trade receivables to be immaterial.

Impairment losses on trade receivables are
presented as “net impairment losses on financial
assets” in the consolidated statement of profit
or loss. When a trade receivable is uncollectible,
it is written off against the allowance account
for trade receivables. Subsequent recoveries
of amounts previously written off are credited
against the same line item.

Management has assessed and is of the opinion
that there is no loss allowance for cash and cash
equivalents, bills receivables and other financial
assets measured at amortised cost as at 31
December 2019 (2018: same).

(c) Liquidity risk

Liquidity risk relates to the risk that the Group will
not be able to meet its obligations associated with its
financial liabilities. The Group is exposed to liquidity
risk in respect of settlement of trade payables and
its financing obligations, and also in respect of its
cash flow management. The Group’s objective is
to maintain an appropriate level of liquid assets
and committed lines of funding to meet its liquidity
requirements in the short and long term.

The Group manages its liquidity needs by carefully
monitoring expected payments for potential
investments as well as cash-outflows due in day-to-
day business. Liquidity needs are monitored on a day-
to-day basis. Long-term liquidity needs for a 360-day
lookout periods are identified on a monthly basis.

(9]

(i) RIFEEERE ()
W E 5 BRIE ()

P 1 L 55 5 T
RORE - Bk RERE
1 505 T2 TS
PR EMEEBRE
F3 .

EWE ZRIBZHMERET
RERABBERANZI BI85
BEREBRFE] - WEK
BZMREARGEWD - JhEfE
WE 5 8RIR 2 BRI -
H gY@k pl s 2 87
FAHEREAR -

EREBDIGBIRAR-E
—hWE+ZA=+—8 1
ERRERREEEY &
WEERIEEEKANTEZ
Hih & EHIREBEE
(ZZ—\F : HR) -

B ELm

nBEERRERAEERELEITH
MR AEREETZRARER - K
SEHHENENESREANELR
BEEULEREREERERMLZ
nBEERRE - AEEZBREAE
MEBEENE @ AREERNEEK
FoURNERHERARSES

XK

AEBPEEEFPEEERET
BRERBERHZEHRNR - UE
BERDHESTEE - AEERBE
RERPHESFE - BAEBETH
H360R 2 EHREBE LT
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3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
(c) Liquidity risk (continued)

The Group maintains mainly cash to meet its liquidity
requirements for up to 30-day periods, funding for
long-term liquidity needs will be considered when
there is any potential investment identified.

The following tables details the remaining contractual
maturities at the reporting dates of non-derivative
financial liabilities, which are based on contractual
undiscounted cash flows (including interest payment
computed using contractual rate or, if floating, based
on current rates at the reporting date) and the earliest
date the Group can be required to pay:

FEMBRRM T @

BE—_E—NF+_A=1—HIFE

3. MBEREEGE

3.1 BHEREE(E)

(9]

B ELmE(E)

AEEBFEHRBESUBM KK
30EHIEZRBESHAE - L
RBBIEERERZRARARD

BoHREEED -

TREFBOTEMBRENHRSE A
HzRMBa MR - DREBEOR
MBERERE (BREREHN X
R (W AF )RR E B HRTH
REFE 2 F BT ARAREE A
WERNRZHRFAHAE -

Total
contractual Within
Carrying undiscounted one year or
amount cash flow on demand
BHRRER —FR
REE REREEHE WIRER
HK$’000 HK$°000 HK$°000
FHETT FET FETT
As at 31 December 2019 R-ZZE—I&F
+=A=+—H
Non-derivative financial FTEMBEE -
liabilities:
Trade and bills payables ENEZRER
e RIZ 652,566 652,566 652,566
Leased liabilities HEBaE 28,060 38,222 7,119
Other financial liability HEmBsasE 178,200 178,200 178,200
Other payables and accruals ~ ELth fE A 208 K
fEEtEH 803,420 803,420 803,420
Amounts due to non- FERTHIB AR
controlling interests of FEIE R R R IE
subsidiaries 98,158 98,158 98,158
1,760,404 1,770,566 1,739,463
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NOTES TO THE CONSOLIDATED
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For the year ended 31 December 2019 R E-NEFEF A=+ —HIEFE

3. FINANCIAL RISK MANAGEMENT (continued) 3. MIEKREREE)

3.1 Financial risk factors (continued) 3.1 MR EE (E)
(c) Liquidity risk (continued) () mEEZEEGE)
Total
contractual Within
Carrying undiscounted one year or
amount cash flow on demand
BRIREEIR —F R
REE Renses FIREK
HK$°000 HK$'000 HK$°000
FAET FA&T F#ET
As at 31 December 2018 RZE—N\F
+=—A=+—8
Non-derivative financial FTEMBAE :
liabilities:
Trade and bills payables ERE ZERER
ANES 834,903 834,903 834,903
Other financial liability HEmBasE 178,358 178,358 178,358
Other payables and accruals b fEf 3RIE &
fEst &M 807,518 807,518 807,518
Amounts due to non- FEATR BB A )
controlling interests of IR RS FRIA
subsidiaries 72,228 72,228 72,228
1,893,007 1,893,007 1,893,007
3.2 Capital management 3.2 EXERE
The Group’s objectives when managing capital are: AEBZERERNENA
(@) To safeguard the Group’s ability to continue as a (a) MRAEBEEREIUFERE
going concern, so that it continues to provide returns i DA M AR R IR L BRI &
for shareholders and benefits for other stakeholders; H A 510 B R A
(b) To support the Group's ability and growth; and (b) ZHAKEZENRER: &
(c) To provide capital for the purpose of strengthening (0 REESUMBEAEECRARERE
the Group’s risk management capability. VA

- .
k/__ = i

ne IS
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3.

FINANCIAL RISK MANAGEMENT (continued)

3.2 Capital management (continued)

The Group actively and regularly reviews and manages
its capital structure to ensure optimal capital structure
and equity holder returns, taking into consideration the
future capital requirements of the Group and capital
efficiency, prevailing and projected profitability, projected
operating cash flows, projected capital expenditures and
projected strategic investment opportunities. Details of
the Group’s dividend policy is disclosed under the heading
“Dividend Policy” in the Director’s report. Management
regards total equity, including its reserves, as capital
which was amounted to HK$17,046,312,000 (2018:
(HK$16,775,806,000) as at 31 December 2019, for capital
management purpose.

The Group monitors its capital structure on the basis of
a net debt-to-adjusted capital ratio. For this purpose, the
Group defines net debts as total debt plus unaccrued
proposed dividends, less time deposits with original
maturity over three months and cash and cash equivalents.
Adjusted capital comprises all components of equity and
less unaccrued proposed dividends.

During the year, the Group’s strategy, was to maintain
the net debt-to-adjusted capital ratio at the minimal level.
In order to maintain or adjust the ratio, the Group may
adjust the amount of dividends paid to shareholders, issue
new shares, return capital to shareholders, raise new debt
financing or sell assets to reduce debt. As at 31 December
2019, the Group does not have any debt (2018: nil) and
the Group's adjusted cash position (which include cash
and cash equivalents and time deposits with original
maturity over three months less proposed final dividend) is
HK$4,300,624,000 (2018: HK$3,856,679,000).

Neither the Company nor any of its subsidiaries are subject
to externally imposed capital requirements.
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3.

% EREE(H)

3.2 EXREE (R

AEBREG N TR MERELE AR
® UBRERREEARNEERER
BEAZER EEMNAXRALEER
BrESTEREAWG « BEEIEA
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EREBRZARBREZTEHREIRE
BE]—ERHEE - REAEREMS
R-_ZE—-HhE+-_A=+—H &1
BHEZzREBEERBIRAER
$#£17,046,312,000/8 70 (=& — )\ F :
16,775,806,0005 7T) °
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3. FINANCIAL RISK MANAGEMENT (continued) 3. MEREREE)

3.3 Fair value estimation 3.3 A EMET

The following table provides an analysis of financial TREREZATFENRV B TEREA

instruments carried at fair value by level of fair value FEER 2T

hierarchy:

- Level 1: quoted prices (unadjusted) in active markets - RIE:EREERGERERT
for identical assets and liabilities; %52 B CRIEAE)

—-  Level 2: inputs other than quoted prices included - BE - pEESAEmEREEME
within Level 1 that are observable for the 1) sk 5 (BN BARHELT)
asset or liability, either directly (i.e. as prices) ABRZBERBA (T8
or indirectly (i.e. derived from prices); and F1BREEZ®RE) &

- Level 3: inputs for the asset or liability that are - E3E:-URBRBABRIMEH
not based on observable market data BmMEEEEXBECE
(unobservable inputs). B A (BEER 2B @

A) e

The level in the fair value hierarchy within which the BRIEHKEEXEEMBAZATERE

financial asset or liability is categorised in its entirety is & HEREANTFEFZABERESR

based on the lowest level of input that is significant to the 2 AR REREA -

fair value measurement.
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3. FINANCIAL RISK MANAGEMENT (continued) 3. MIEKREREE)

3.3 Fair value estimation (continued) 3.3 A¥EME(E
The financial assets and liabilities measured at fair value REETBRARNIZAFEFECH
in the consolidated statement of financial position are BEERBEDNENDABUTZATERE
grouped into the fair value hierarchy as follows: 3
2019
—E-hF
Level 1 Level 2 Level 3 Total
E1E E2E £3/E i
Notes HK$’000 HK$’000 HK$’000 HK$’000
Htat FET FET FET FHET
Financial assets measured & A F(EzT A
at fair value through H 2w
other comprehensive A E
income
- Listed equity securities ~ — EARA
B 3.3(a) 1,083,903 = - 1,083,903
~ Unlisted equity - EmRA
securities 72 3.3(b) = = = =
1,083,903 = - 1,083,903
Financial liabilities WigafE
— Derivative financial -PTEMBIA
instruments 3.3(c) - 5,117 - 5,117

- 5,117 - 5,117
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For the year ended 31 December 2019 R E-NEFEF A=+ —HIEFE

3. FINANCIAL RISK MANAGEMENT (continued) 3. MIEKREREE)

3.3 Fair value estimation (continued) 3.3 A¥EME(E
2018
—F-N\F
Level 1 Level 2 Level 3 Total
EE B2E H3E Rz
Notes HK$'000 HK$000 HK$'000 HK$'000
Hiat FET FAET FA&T FE&T
Financial assets measured 12 A (BT A
at fair value through HEfh2mE=
other comprehensive B EE
income
— Listed equity securities ~ — ETIREAR
57 3.3(a) 654,053 - - 654,053
— Unlisted equity - JEEMRAR
securities EH 3.3(b) = = =
654,053 - - 654,053
There were no transfers between levels during both years. REZMFHEAN - BRoHREEE -
The methods and valuation techniques used for the ARErE AV EZ FERMMERMEE L
purpose of measuring fair value are unchanged compared RS BRI AR LL A0 ARk o
to previous reporting periods.
(a) Listed equity securities (a) EFRAZESF
The listed equity securities are denominated in EWBRARFES TR KRB TE
AUD and HK$. Fair values have been determined B A FENDERSNREAH
by reference to their quoted prices at the reporting ZREMET  WARSHAR R
date and have been translated using the spot foreign EERRE (@A)
currency rates at the end of the reporting period
where appropriate.
(b) Unlisted equity securities (b) F_LHRRAEN
The fair value of unlisted equity securities included in BEEFEIBZILITRAZSFZ
level 3 approximates zero. NEEEAT -

- .
k/__ = i

ne IS
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3. FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)

(c) Derivative financial instruments

FEMBRRM T @

BE-—T AFE+=F=+—HILEE
3. MKEREREE)
3.3 A EGF(E)

(0 TEBHHITA

The fair value of derivative financial instruments that
are not traded in an active market (for example,
over-the-counter derivatives) is determined using
valuation techniques which maximise the use of
observable market data and rely as little as possible
on entity-specific estimates. If all significant inputs
required to fair value an instrument are observable,
the instrument is included in level 2. The derivative
financial instruments in level 2 comprise forward
currency contracts classified as financial liabilities at
fair value through profit or loss.

Specific valuation techniques used to value derivative
financial instruments include:

—  the use of quoted market prices or dealer quotes
for similar instruments; and

— the fair value of foreign exchange forward
contracts is determined using forward exchange
market rates at the end of the reporting period.

As at 31 December 2019, the notional principal
amounts of the outstanding forward currency
contracts are to sell US$ and purchase HK$ at
fixed rates at specific dates. The notional principal
amounts of the outstanding foreign exchange
forward contracts as at 31 December 2019 amounted
to approximately US$104,624,000 (equivalent to
approximately HK$810,837,000) (2018: nil).

Financial instruments not measured at fair value include
trade and bills receivables, other receivables, other financial
asset, bank balances and cash, amounts due to non-
controlling interests of subsidiaries, trade and bills payables,
other payables and accruals and other financial liability.

The fair values of these financial instruments measured at
amortised cost approximate their carrying amounts.

WENERTIGERE ZITEMB T
B (BlanissMTE T R) R FETE
REEXTEE - ARGEERNE
BEFCAABEMSHE  MEA
BE R IR E R E AT o (AT ER
RITARFEMBZAEERE
HaA - AIZTAIARE2E - F
2EAZTEMBIABRES AR
BAHEFABSZIWBREZR
HE®a -

RARITEN S TRETHEZR
EHERMERE

- BMEUTAERmE®RENL

- RBEHRREREMERE

EINEEMIEHNZATE -

RZBE-hAE+-A=+—8 "
REERPEERNZEZEASHE
TR E AR EFERE HETT
EBABTL R-ZE—HAE+-A
=+—H8  HEREEINERIFED
ZERERSELNE104,624,00035
TT(HEE R 49810,837,000/87T) (=
T—)\F )

TRAHEFEZMB T ARREREE
SRENERER - R IR - B
WP BEE - RITHEBRIRE - B

B

BRI FIA - BB SRR

REMNZEE - EtRAFRIAREER
AR EMEATEEIE -

AERBHEAAFTEZHBE TR ZRF
BT EREE -
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4,

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experiences 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 to 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 discussed below:

4.1 Impairment of non-financial assets

The Group assesses impairment on property, plant and
equipment, land use rights and mining rights at each
reporting date by evaluating conditions specific to the
Group that may lead to impairment of assets. Where an
impairment trigger exists, the recoverable amount of the
asset is determined. Value-in-use calculations performed
in assessing recoverable amounts incorporate a number
of key estimates and assumptions about future events,
which are subject to uncertainty and might materially differ
from the actual results. In making these key estimates
and judgements, the directors take into consideration
assumptions that are mainly based on market condition
existing at the reporting dates and appropriate market and
discount rates. These estimates are regularly compared to
actual market data and actual transactions entered into by
the Group.
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4,

EEGRT A E R A

ARAREBEERIEMEAR(BERE
MEATHEAYRAREHZAERBH) R
BRI EET RHIE -

REBMBARKIEL AT REBER - BREE
Bt Bh g A E D FRMBRERS
R-RALEHFRNT BV RFEHEE
RAEREEFDERAE G RRE -
A amaR

4.1 FUBEERE

RERESEH - AREZEDONATLER
AEBEEREZBELHAEDE  BFE
R LR RIRIERE ZRE -
WBERRBETR - AFEZEEZAIR
EE% - ARG RESEAEERE
B FRAREMHELZBATATRE
ZERMFTRMEE - Rt BERER
HRBEREZR - WMEHBAHEEMAR
HERS  EEERTERENREAD
EREMRALGECHERMRARELZ
R - ARG EMEBERTSEIE
RAEE 2 BRI SEHLEER -
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4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.2 Impairment of goodwill

4.3

The Group tests on an annual basis whether goodwill
has suffered any impairment in accordance with the
accounting policy as stated in note 2.9. The recoverable
amounts of CGUs have been determined based on value-
in-use calculations. These calculations require the use of
judgement and estimates about future cash flow expected
to arise from the CGUs, the timeframe for the cash flows
forecast and the suitable discount rates in order to calculate
the present value. In the process of estimating expected
future cash flows, management makes assumptions about
future revenues and profits. These assumptions relate
to future events and circumstances. The actual results
may vary and may cause a material adjustment to the
carrying amount of goodwill within the next financial
year. Determining the appropriate discount rate involves
estimating the appropriate adjustment for market risk
and asset specific risk factors. In addition, since the cash
flow projections are extrapolated beyond 5 years and the
remaining license period of the mining rights held by the
Group ranges from 13 to 23 years, management is of the
opinion that the Group is able to renew the license of the
mining rights from the relevant authority continuously and
at minimal charges. Details of impairment assessment are
set out in note 19.

Amortisation of mining rights

Mining rights are amortised over the estimated total
proven and probable reserves of the coal mines using units
of production method. The Group assesses on an annual
basis the estimated reserve of the coal mine. However, the
remaining license period of the mining rights held by the
Group range from 13 to 23 years which are shorter than
the estimated useful lives of the coal mine estimated by
the Group. Management is of the opinion that the Group
is able to renew the license of the mining rights from the
relevant authority continuously and at minimal charges.
If the expectation differs from the original estimate, such
differences will impact the amortisation charged in the
period in which such estimate is changed.
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4. EEGEEE KA E &)

4.2 BEERE

4.3
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4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

4.3 Amortisation of mining rights (continued)

Engineering estimates of the Group’s coal reserves involved
subjective judgements by engineers in developing such
information and reserves are estimated in accordance
with national standards set by relevant PRC authorities.
Estimates of proven and probable coal reserves involved
subjective judgements and assumption are required for a
range of geological, technical and economic factors, so the
proven and probable coal reserves are only approximate
values. The recent production and technology documents
shall be considered for the estimates of proven and
probable coal reserves which will be updated regularly, the
inherent inaccuracy of technical estimating exists. If the
past estimates change significantly, the amortisation shall
be adjusted during future periods.

5. REVENUE FROM CONTRACTS WITH
CUSTOMERS AND SEGMENT INFORMATION

The Group's principal activities are disclosed in note 1. Revenue
from contracts with customers, which is also the Group’s
turnover, represents the sales value of coking coal products in
the ordinary course of businesses which are recognised at a
point in time. Revenue recognised is as follows:

Sales of raw coking coal REEEHE
Sales of clean coking coal BREEHE
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4. EEGEEE KA E &)

4.3 RIEFEHH (R

AEBEREE 2 TR R TIRAD
EREZSFENBIELZEEBHE - M
REIZTEBME R 2BFIFE
it - RAR AR 2 RRFEE 2 EFHY
REBHEMRR  ZFEHFRA—F
FIE - BMAMEERZMAE - FiR
LA KR FEERBHE - 15t
BREA NPT e 2 BEIR (R B R FT B
HEBOMZ EERRMER - Mt
BRSEMES - ERMEFFERSR
ZTIGHENE - tBE Z ARt IR E KK
2 BANARRARHEHEDRE -

5. REFFEHARERDBER

AEBZTEXBRMEIRE - KEEP
BHWETAIARE 2 S5 - BHERTER
HEARAERBEERTHEERERZH
EEE - WERHERNT

2019 2018
—E-NEF —FE-)N\F
HK$’000 HK$'000
FHET FET
107,190 592,720
3,762,118 3,093,456

3,869,308 3,686,176
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5.

REVENUE FROM CONTRACTS WITH
CUSTOMERS AND SEGMENT INFORMATION
(continued)

The executive directors have been identified as the chief
operating decision-maker of the Company. The Group identifies
operating segments and prepares segment information based
on the regular internal financial information reported to the
executive directors for their decisions about resources allocation
to the Group’s business components and their review of the
performance of those components. The business components
in the internal financial information reported to the executive
directors are determined following the Group’s major product
lines. The Group has identified one reportable segment as
follows:

Coking coal mining: Mining and exploration of coal resources
and production of raw and clean coking
coal in the PRC

The executive directors regard the Group’s business as a single
operating segment and review financial information accordingly.
Therefore, no segment information is presented. The executive
directors primarily use a measure of profit before income tax to
assess the performance of the operating segment.

The Group’s revenue from external customers and its non-
current assets (other than financial instruments and deferred tax
assets) are divided into the following geographical areas:
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5. REEF&HAWRER D HER &)

HWITEZ/ARAEBEERRE - ~5E
REBEEHAATESHREARBIREAE
l%ﬁ%ﬁ?ﬂiﬁﬁ DR R EHZ SRR

NETBERBDEEDMERE D HE
e AIRTEERE AU BERARZE
BHERFY > DR AEETIEEMRSBD - AKH
gy —E2FH AT

FHRFAR: RPBERRIBRRERKER

AR A ERERRIGER

HTEFRAREXBRE—KENH - X
BUERMMEER - Bt - YEW25DEE
e SITE R X 2EAKRMESHADE N R
EREDBIRE -

REBRWRE D2 HINE P W REE
mBEE BB TAMRERIAEERIN I
I

Revenue from
external customers

Non-current assets

HARF =S FRBEE
2019 2018 2019 2018
—E-hEF —NE ZE-hE —NEF
HK$’000 HK$°000 HK$000 HK$°000
FET FHET FET FAET

Principal markets FTEME

PRC H 3,869,308 3,686,176 12,904,496 13,178,829
Hong Kong B = = 3,835 116
3,869,308 3,686,176 12,908,331 13,178,945
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5.

REVENUE FROM CONTRACTS WITH
CUSTOMERS AND SEGMENT INFORMATION
(continued)

Geographical location of customers is based on the location at
which the goods were delivered whilst geographical location
of non-current assets is based on the physical location of the
assets.

During the year, revenue from customers over 10% of
the Group's coking coal mining segment amounted to
HK$1,187,334,000 and HK$992,960,000, which represented
31% and 26% of the Group’s revenue. In last year, the
respective revenue from customers over 10% of the Group's
coking coal mining segment amounted to HK$892,739,000,
HK$826,383,000 and HK$471,557,000, which represented
24%, 22% and 13% of the Group’s revenue.

OTHER INCOME AND GAINS/(LOSSES), NET

Z-NFFHR BREBELEREEERLT 189
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5. REEF&HAWRER D HER &)

BEPRIRINEMmZIMHERE - MIER
PEEMRNIREECEREMET -

REA - REAEBEEFBRSIBLR10%
Wz EP o 5R1A1,187,334,0008 T &
992,960,000 7T * 7 AME RSB K E=31%
’26% - REF - REASEEERERRES S
Z M 10% W e 2 BP9 Rl 892,739,000
7T ~ 826,383,000/ 7T 2 471,557,000/8 7T -
DANEAREBU2E24% ~ 22% 2 13% °

6. HtttrARWE (&8  F8E

2019 2018

—E-hEF —E-N\F

HK$'000 HK$'000

FET FET

Dividend income A% B A 56,022 36,624
Income from sales of by-products HERIERZBA 55,596 26,579
Net foreign exchange loss HNEES B 3 fE5 18 5 RE (16,857) (28,164)
Others Hh 4,814 751
99,575 35,790




190 SHOUGANG FUSHAN RESOURCES GROUP LIMITED Annual Report 2019

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued) mEMBHRRN T @

For the year ended 31 December 2019 R E-NEFEF A=+ —HIEFE
7. OTHER OPERATING EXPENSES 7. Hih=ERRX
2019 2018
—E-hF —E-N\F
HK$°000 HK$'000
FET FET
Written off of property, plant and equipment 1% - = & 58 15 2 i 88 (H751)
(Note) 128,784 -
Loss on disposals of property, plant LEME - BEREE 2 EE
and equipment 14,182 3,427
Others Hith 3,510 3,010
146,476 6,437
Note: Upon the commencement of trial production of the lower coal Miat - B REERE 2 THEBERIAE RS HE
seam of Jinjiazhuang Coal Mine, the well entrance of the upper @ HEEARHAOR-ZE-—NFRAHA
coal seam was closed down in May 2019. Thus, the net carrying BleRAlt #EZZE-NAF+_RA=+—
amount of the related underground mining structures of the upper AIEFE - FHEEZEEHF TRESEEY
coal seam were written off during the year ended 31 December ZEREFES T UAMEE
2019.
8. FINANCE COSTS 8. MBAAE
2019 2018
—E-NF —E-N\F
HK$’000 HK$°000
FET FET
Interest charged on discounted bills receivables 8L IR fiE W Z 4% ~ 7 & & A 3,502 -
Interest expense on lease liabilities (note 17(ii) & & &2 F S5 (HfaF17(i) 1,410 =
4,912 -
No borrowing costs were capitalised for the years ended 31 BHE_ZE-NFRF-NF+A=1+—

December 2019 and 2018. BIEFE  WEEEXNAEETER -
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9. PROFIT BEFORE INCOME TAX 9. BRETEH AR
2019 2018
—E-AF —ZE-N\F
HK$’000 HK$'000
FHET FET
Profit before income tax is arrived B FT1SEE AT A 2 40 -
at after charging:
Auditor’s remuneration ZE BN &
— audit services - ZEURTE 1,600 1,550
- other services - B AR 414 542
Cost of inventories sold HETFTEKA 1,880,565 1,785,634
Amortisation of: By
- prepaid lease payments (note 16) -JEEEFEF F16) = 1,778
~land use rights (note 16) - T EREE T T16) 1,781 =
- mining rights (note 18) — PREERE (MTat18) 195,429 153,437
Depreciation of: E -
— property, plant and equipment (note 15) - - BB NERE A E15) 243,178 232,613
- right-of-use assets (note 17(ii) - FREEEWRIFE170) 5,162 -
Staff costs (including directors’ emoluments) B TRZA(BIEEEME)
(note 13) (Hi7E13) 675,579 611,816
10. INCOME TAX EXPENSE 10. FRIBHE R
2019 2018
—E-hF —E-N\F
HK$000 HK$'000
FHETT FET
Current tax — PRC income tax BVERRITE — P R FR1E R
~ Current year - ARFE 496,406 463,525
— Qver provision in respect of prior years - BEFEHBBARE (1,000) (753)
Deferred tax (note 32) IR IE (K1 7£32)
— Current year -AFEE (38,732) 25,009
456,674 487,781

e Ynepeeey
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10. INCOME TAX EXPENSE (continued) 10. FRBHRE A (&)

No provision for Hong Kong profits tax has been made in BHRZZE-NFRZZE-N\FEREETEES
the consolidated financial statements as the Group had no WREAERN RN - BMREREE VR
assessable profits arising in Hong Kong for 2019 and 2018. KRB ENETELEE -

In accordance with the Income Tax Law of the PRC for
Enterprises with Foreign Investment, the Group’s major
operating subsidiaries, namely Shanxi Liulin Xingwu Coal Co.,
Limited (“Xingwu"”), Shanxi Liulin Jinjiazhuang Coal Co., Limited
("Jinjiazhuang”) and Shanxi Liulin Zhaiyadi Coal Co., Limited
(“Zhaiyadi”), all established in the PRC, are subject to 25%
enterprise income tax in the PRC.

The Group is also subject to withholding tax at the rate of 5%

REBEEBINBEEEZPBEMBHE  A&H
KRBz ETBEECMBAR BN
ImEEEEEREEAR(EE]) - IUF
M FHEREERAR(ERED kWU
MIHREERZAERAB(RER]))ZFE
EERMBHREN[25%

ZIK’EIJT/AEJLEEZIK%EE\P%%EHHEJZIZW

NAEEEAZAEBE T ER IMT%“
ﬁﬁ%izﬁj o N AR S % (Z T — )\
5%) 2 TR °

(2018: 5%) on the distributions of profits generated from the
Group’s major PRC subsidiaries which are directly owned by the
Group's subsidiaries incorporated in Hong Kong.

Reconciliation between income tax expense and accounting Freti B MEZERBEFE 2 g5 R
profit at applicable tax rates is as follows: BT ¢
2019 2018
—E-NHF —E-N\F
HK$000 HK$'000
FET FHEIT

Profit before income tax bR P15 30 A A 1,632,815 1,639,709
Tax calculated at the rates applicable to BB R EEREER 2

the tax jurisdiction concerned WMEFTE 2 HIE 385,002 390,304
Tax effect of non-deductible expenses AR A S 2 g & 32,184 21,063
Tax effect of non-taxable income AR A 2 BT 5 & (15,466) (14,552)
Tax effect of tax losses not recognised RIERBEE MEE 9,068 26,305
Utilisation of tax loss not recognised BRAEREEE (2,345) -
Effect of withholding tax at 5% on AEEXZZFEMBAFZ

distributable profits of the Group’s major Al 99K 42 PB4 5 % T

PRC subsidiaries 278 49,231 65,414
Over provision in respect of prior years WA FE B (1,000) (753)
Income tax expense FISTHER 456,674 487,781




“ToNFEFHR BERBELEREEARATF

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2019

193

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

11. DIVIDENDS 11. RKE
2019 2018
—E-hEF —N\F
HK$°000 HK$'000
FET FET
Dividends recognised as distributions REANERD IS
during the year:
No 2018 special dividend (2018: 2017 special —Z— )\ FEFFIAL S
dividend of HK6.3 cents per ordinary share) (ZE—NF: ZT—LtF
%%JJ& SERE aﬁﬁw 37D - 334,016
2018 final dividend of HK8.5 cents —N\FERAREFR LB
(2018: 2017 final dividend of HK7.2 cents) 8.55§1M(:§E—)\¢ :
per ordinary share ZE—EFRAARET. 28 450,656 381,732
2019 interim dividend of HK8.5 cents —NEFHBRE ST B
(2018: 2018 interim dividend of 85BM(ZE—NF :
HK8.3 cents) per ordinary share — N\EFHEIAR £.8.3781(1) 450,656 440,053
901,312 1,155,801

On 26 March 2020, the Board proposed a final dividend of
HK8.7 cents per ordinary share totalling HK$461,260,000
to the owners of the Company in respect of the year ended
31 December 2019. The final dividend is subject to the
shareholder’s approval at the forthcoming annual general
meeting. The final dividend proposed after 31 December 2019
has not been recognised as a liability as at 31 December 2019.

On 21 March 2019, the Board proposed a final dividend of
HK8.5 cents per ordinary share totalling HK$450,656,000
to the owners of the Company in respect of the year ended
31 December 2018. The final dividend was approved by
shareholders at the annual general meeting held on 16 May
2019 and was paid on 11 July 2019. The final dividend proposed
after 31 December 2018 has not been recognised as a liability as
at 31 December 2018.

Eé_v_vﬁ ﬂ +/\El %%Ai
_+ Etif}fiﬁﬁﬂxétl& ﬁﬂxsw‘%
m 4 #£461,260,000/8 7T © s A B B A
FREVEERTZREBEFTRE HIREKR I
o NZEBE-AET-_A=1t—H&HE>
FKERER—_E—hhF+_A=+—HIEX
wRAAE -

RZZE—NF=ZA=+—H EELEZM
KRRBEBEARBEE_TE—N\F+=A
—tT+—BLEFEREKREER L MAS.5F
il » & #£450,656,000/8 7T » sx AR EE
R-ZZE—AEFERA+AAHBRZREEEX
SHEREIE IR _T—NAEFELA+—
BYff e RZEZE—NF+-_A=+—H#%E#
K2 RERER-ZE—N\F+-_A=+—8
WARERBEE -
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE

12. EARNINGS PER SHARE 12. BREF

The calculations of basic and diluted earnings per share to
owners of the Company are based on the following data:

ARAHEANREERERNREERN TR
TIIBEEE

2019 2018
—®-nE -T2 \F
HK$000 HK$'000
FET FET
Profit used to determine basic and diluted BEErTERERNLEERT 2
earnings per share ikl 1,140,413 1,100,488
‘000 shares ‘000 shares
Fi F &
Number of shares BHEE
Weighted average number of ordinary shares & SRERRE#ERF] 2
for the purpose of basic and diluted TR N #
earnings per share 5,301,837 5,301,837

Basic earnings per share is HK21.51 cents (2018: HK20.76
cents), based on the profit for the year attributable to owners of
the Company of HK$1,140,413,000 (2018: HK$1,100,488,000)
and weighted average number of ordinary shares as set out
above for basic earnings per share.

No share options had been granted under the 2012 share option
scheme since its adoption. Accordingly, as at 31 December
2019 and 2018, there was no share option outstanding and the
Company did not have any dilutive potential ordinary shares
during years ended 31 December 2019 and 2018.

AR S AEREERETF1,140,413,000
BT (ZZ—)\4F : 1,100,488,000/87T) &
METE SREAREF A 2 S @R nEFS
HEE - FREAREF A1 51BL(ZE—N
0 20.767840) ©

BT - FERE SERE MR EIE
I HEAERE - Alt - RZZE—EFER
“E-NF+-A=+—8  TETEEEK
TEZERE MARTREE_ZT—NF
P N\FE+_A=t+—HIFERLE
ARABTHESTZE N ERR -
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
13. STAFFS COSTS (INCLUDING DIRECTORS’ 13. BT (BIEEEHS)
EMOLUMENTS)
2019 2018
—E-AF —ZT-N\F
HK$’000 HK$'000
FET FET
Salaries, wages and allowances e - TENOER 625,536 607,922
Reversal for unused annual leaves EEABAFR (496) (29)
Retirement benefits scheme contributions RIRFEFET B R 86,764 101,820
711,804 709,713
Less: capitalised in CIP B RERIREABTER (36,225) (97,897)

Total staff costs charged in profit or loss RIBREAIBR BB T 675,579 611,816
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14. DIRECTORS’ AND SENIOR MANAGEMENT’'S
EMOLUMENTS

Directors’ emoluments

The emoluments paid or payable to each of the directors were

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

14. EERaREEAEMS

ExMe

ENRENSESZMESOT ¢

as follows:
2019 2018
ZE-E “E-\%
Retirement Retirement
Salaries, benefits Salaries, benefits
allowances scheme allowances scheme
Fees and benefits ~ Bonuses contributions Total Fees  and benefits Bonuses  contributions Total
11714 BAER e 2R RINER
ne  BUEA A FEER ] e ENEY A FEER g
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$000 HK$000 HK$000 HK$ 000 HK$'000
Fiér TEr TE7 FEn FAT T FET FET AT T
Executive directors ez
Mr. Ding Rucal THr%4 - 3120 - 18 3138 - 279 - 18 2808
Mr. Fan Wenlit EXHEE = 460 = = 460 = = = = =
Mr. L Shaofeng? FpBgE - 4,500 - 15 4515 - 5400 - 18 5418
Mr. So Kwok Hoo R - 3,000 500 263 3,763 - 3,000 500 263 3,763
Mr. Chen Zhaogiang BkakE - 2,640 1,100 231 39N - 2,640 880 176 3,09
M, Liv Qingehan I - 2400 1400 285 4,085 - 2400 800 160 3360
Non-executive directors Fu7ES
Ms Chang Curé Bt 10 - - - i) 210 - - - 210
Mr. Shi Yubao® BEERE 140 - - - 140 - - - - -
Mr. Leung Shun Sang, Tony* PIRE LA 158 - - - 158 40 = = = 40
Mr. Dong Yansheng? gl - - - - = 210 = = = 210
Independent non-executive BUFdnES
directors
Mr. Kee Wah Sze REtis 00 - = = 00 40 = = = 40
Mr. Choi Wi Yin REgis a0 - = = 0 40 = = = 40
Mr. Chan Pat Lam R4 00 - = = 0 40 = = = 40
Mr. Japhet Sebastian Law EXELE 420 - - - 420 420 = = S 420
2,398 16,120 3,000 812 2,330 2,50 16,230 2,180 635 21,565
1 appointed with effect from 1 November 2019 1 BT NF+—A—HEEZE
2 resigned with effect from 1 November 2019 2 RZZE-NEF+—A—HEF
3 appointed with effect from 1 September 2019 3 BEZZ-NFhA—BREZE
4 retired with effect from 16 May 2019 ¢ RZZE-NAFERATSNEEMAE
5 appointed with effect from 1 July 2018 J BT \FtA—HEEZF
¢ resigned with effect from 1 July 2018 ¢ RIE-N\FtA—HHHE
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BE-FT-NF+-AZ+—HILFE

14. DIRECTORS’ AND SENIOR MANAGEMENT’S 14. EERSREEAEHNE(E)

EMOLUMENTS (continued)

Directors’ emoluments (continued)

During the year, Mr. Ding Rucai, chairman of the Board, did not

voluntarily waive any part of his salary (2018: HK$330,000).

During the year, no emoluments were paid by the Group to the
directors as an inducement to join or upon joining the Group, or

as compensation for loss of office (2018: nil).

During the year, no share options were granted to the directors
in respect of their services to the Group (2018: nil). Details of
these benefits in kind including the principal terms and number
of options granted are disclosed under the heading “Share

Option Scheme” in the Directors’ report.

Five highest paid individuals

The five highest paid individuals in the Group in 2019 and
2018 were all directors of the Company and details of their

emoluments are reflected in the analysis presented above.

The emoluments paid or payable to members of senior

management are include in the analysis presented above.

ExM=@

RERN BEQEF T LAALELEAR
BER I EHE2(ZF—\F : 330,000
JT) ©

RER > AEEBEBERAEEINME  (FR
eI NERMNBEAREER 2 e HAIERRER
MECE-N\F 8 -

WP - AR S AR BIR G Y RS
REEHBRE(CE—N\F @) o HEE
MBS - RIER R SR
BB Ty B e [ A s B | — £
B -

AEBREMEAR
—E-NER-E-\FARBALES
SABRBAAATESF - BE2WE
BREXZ AR RS -

ENENEREEEXNE M HN L
Mz DA e

e Ynepeeey
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FEMBRRM T @

HE=F—AF+=A=+—BILFE

15. PROPERTY, PLANT AND EQUIPMENT 15. % - BERKE

Office
Mining equipment, Motor
Buildings machinery furniture  vehicles and
and Mining and Leasehold and  transportation
plants ap  structures equipment  improvements " fi%uﬁres equipment Total
AERE
BTREE HRIE RAEEN MARESKRE RENREE  GAREE RERESRG aE
HKSO00  HKSO00  HKS'000 HKS 000 HKS 000 HKS 000 HKS000  HKSU00
AT TEn A7 A7 A7 A7 A7 AT
At 1 January 2018 RZZ-\§-A-H
Cost WAfE 1,541,531 984,209 978,822 1,492,519 2,965 114,946 61319 5176311
Accumulated depreciation  Z547E (554,562) - (215,954) (868,961) (2,965) (106,909) (54,406) (1,803,757
Accumulated impaiment 25t EER
losses (115,161) - (42,810) (42,810) - - - (200,781)
Net carrying amount FEE 871808 984,209 720,058 580,748 = 8,037 6913 3,171,173
For the year ended HE-F-\F+ZF
31 December 2018 “t-ALLER
Openingnetcaying  FAGEFE
amount 871,808 984,209 720,058 580,748 - 8,037 6913 3171713
Exchange differences EiER (38371)  (65,970) (31.456) (34,919) - 450) (33 (171,489
Additions HE 838 545318 6,425 286,737 - 4,46 2005 845805
Transfers 3 56901 (74.779) - 17878 - - - -
Disposals f 5 (1,672) = (748) (1,486) = (6) (20 (3932)
Depreciationnote )~ &9 (76,870) - (3659 (114,909) - (2419 (1823 (232613
Closing net carrying FREEE
amount 812634 1,388,778 657,687 734,049 - 9,624 6,772 3,609,544
At31 December 2018 %fé/\ﬂzﬂi
Cost WAE 1525188 1,388,778 938,096 1,711,572 2,965 113872 60,173 5,740,644
Accumulated depreciation f%ﬁﬁ% (602,645) - (239,552) (936,666) (2,965) (104,248) (53.401) (1,939,477
Accumulated impaiment  Z3tAEEE
losses (109,909) - (40.857) (40,857) - - - (191603)
Net carrying amount HHFE 812634 1388778 657,687 734,049 - 9,624 6,772 3,609,544
For the year ended BE-Z2-NE
31 December 2019 tZA=1-H
LEE
Opening net carying ENEREE
amount 812,634 1,388,778 657,687 734,049 - 9,624 6,772 3,609,544
Exchange differences EiEER (25199 (16,714) (39,487) (19,197) - (445) (194)  (101,236)
Additions HE 1169 435414 - 124,346 - 10,278 2097 573804
Transfers a5 204,463  (1,098,170) 883,061 10,646 - - - -
Disposals e (1,072) = = (17,518) = (36) (89 (18,715
Wittten off (note 7) HEmE7) - - (126031) (2753) - - - (128784)
Depreciation (note 9 HEMH29) (80,376) = (32,680) (124,767) = (3.815) (1540)  (243,178)
Closing net carrying FREREE
amount 911619 709308 1,342,550 705,306 - 15,606 7,046 3,691,435
At31December 2019 RZB-NE
TZR=1-R
Cost MAE 1,681,480 709,308 1,547,278 1,670,651 2,965 120,132 58,941 5,790,755
Accumulated depreciation  Z5147E (662,870) - (197.408) (925,573) (2,965) (104,526) (51,895)  (1,945,237)
Accumulated impairment  Z:THERE
losses (106,991) - (7.320) (39,172) - - - (154,083)
Net carrying amount HEFE 911619 709308 1,342,550 705,306 - 15,606 7,046 3,691,435
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15.

16.

PROPERTY, PLANT AND EQUIPMENT
(continued)

As at 31 December 2019, the Group is still in the process of
obtaining the building ownership certificates for certain buildings
with net carrying amount of approximately RMB105,430,000
(equivalent to HK$115,973,000) (2018: RMB113,890,000
(equivalent to HK$128,695,000)). In the opinion of directors
of the Company, the Group has obtained the rights to use the
buildings.

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

15.

ME - BE KRR EE)

W-ZE—-hE+-A=+—0 A&£BN&
AETHREFENARE105,430,0007T (18
E1115,973,000870) (ZFE—\F : AR
113,890,000t (F8 & 7 128,695,000/ 7T)) 2
BFHRBEEMEEE ARQREERE
AEECHRBEREF 2 FERE -

LAND USE RIGHTS/PREPAID LEASE PAYMENTS 16. t it ff F# FE{tHHERIE
The Group's interests in leasehold land and land use rights REBNEE i o T A R gk
represent the prepaid lease payments under operating leases. KERES N2 BNHAERA -
Land use Prepaid lease
rights payments
T ERAE EAEERE
HK$'000 HK$'000
TFET T
At 1 January 2018: RZZE-N\F—A—Q: - 50,781
Addition NE - 13,919
Amortisation (note 9) BsE (M 5E9) - (1,778)
Exchange differences ER=EZR = (2,860)
At 31 December 2018 RZE-N\F+ZA=+—H = 60,062
Reclassification on adoption of HKFRS 16 RN BE B EREERE 1657
(note 2.2) ZEHDEW 2.2 60,062 (60,062)
Addition NE 4,158 -
Amortisation (note 9) B (H7E9) (1,781) -
Exchange differences EH=E=R (1,667) =
Closing net carrying amount FREEFE 60,772 =

During the year, amortisation expense of HK$1,781,000 (2018:
HK$1,778,000) has been included in general and administrative
expenses.

RER - B8 1,781,0008 T (ZZ— N
F:1,778,0008 L) Bt A — M EITHE
}Eﬁ o
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE

17. RIGHT-OF-USE ASSETS AND LEASE LIABILITIES 17. RS EREESRE

(i) Amounts recognised in the consolidated (i) RGEHBRRRERZEEHE
statement of financial position

The consolidated statement of financial position shows the fra BISARR R B R DA T A B i S g
following amounts relating to the leases in respect of lands NGHMHE 2 25 -
and office premises:

31 December 1 January
2019 2019
—E-AF ZE-NF
+=—A=+—H —A—8
HK$°000 HK$'000
FHETT FET

Right-of-use assets ERAEEE
Land and office premises T KI5 26,076 31,844

Lease liabilities HEEE

Non-current FEMED 20,941 26,028
Current ik 2 7.119 5,816
28,060 31,844
No additions to the right-of-use assets during the year HE_Z-NWF+A=+T—HLLHF

ended 31 December 2019. B BEREFERAEEE -
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE

17. RIGHT-OF-USE ASSETS AND LEASE LIABILITIES 17. FAEERHEEEE(E)

(continued)
(i) Amounts recognised in the consolidated (i) AEEEEREMEZEKERRE
statement of profit or loss and other RZEHE

comprehensive income

The consolidated statement of profit or loss and other EAEEEEMEEMKEREBETRATA
comprehensive income shows the following amounts Bt RN EHIEE s £58

relating to the leases in respect of land and office premises:

31 December

2019
—E-hEF
+=—A=+—H
HK$’000
FHETT
Depreciation of right-of-use assets (note 9) FREEENEWH9) 5,162
Interest expense on lease liabilities (note 8) HEABEZFEMI (#7E8) 1,410
The total cash outflow for leases during the year ended 31 HE-_ZT—NE+-_A=+—81I
December 2019 is HK$4,527,000. FE HRBEEZHS2ELEREA
4,527,000 7T °
(iii) The Group's leasing activities and how these (i) AEBE 2 HETHRMAEEA
are accounted for R
The Group leases various lands and offices premises. Rental NEBBREZE - L 5 o 11
contracts are typically made for fixed periods of 2 to 34 EHBREABTER2EI4FAE -
years.
Lease terms are negotiated on an individual basis and SR AR EERER - UYRESEIE
contain a wide range of different terms and conditions. TRMEFRIES BHEBARBEER
The lease agreements do not impose any covenants other EEEIEBEZRI  HERZ T
than the security interests in the leased assets that are held IR - HEEETESBERZIK
by the lessor. Leased assets may not be used as security for 38 o

borrowing purposes.

Ny, Yo gesey
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18.

19.

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

MINING RIGHTS 18. HIERE
2019 2018
—E-hEF —E-N\F
HK$’000 HK$'000
FET FET
Opening net carrying amount FYREEFE 7,751,953 8,275,967
Amortisation (note 9) B at9) (195,429) (153,437)
Exchange differences EHE=R (199,861) (370,577)
Closing net carrying amount FREEFE 7,356,663 7,751,953
Gross carrying amount REAE 10,372,726 10,655,617
Accumulated amortisation RETE (2,372,127) (2,242,166)
Accumulated impairment losses RETRERE (643,936) (661,498)
Net carrying amount BEEFE 7,356,663 7,751,953

The estimated remaining useful lives of the mining rights range
between 32 years and 41 years based on exploration reports

prepared in accordance with the relevant PRC standards.

During the year, amortisation expense of HK$195,429,000

(2018: HK$153,437,000) has been included in cost of sales.

RRREFEAREEARR  BHFRESE - &K
B2 ARG ERFRN F3I26E41

fﬁo

RER - #E5FM2195,429,0008 T (=& —
J\EE : 153,437,000/ 7T) BT ASHERM A -

GOODWILL 19. &
2019 2018
—E-NF —E-N\F
HK$000 HK$'000
FET FET
Opening net carrying amount FYREFE 1,255,559 1,314,569
Exchange differences EH=E=R (32,784) (59,010)
Closing net carrying amount FREEFE 1,222,775 1,255,559
Gross carrying amount BRm4BE 2,114,924 2,147,708
Accumulated impairment losses REEHRERE (892,149) (892,149)
Net carrying amount BRmEFE 1,222,775 1,255,559
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HE_T—NET-_A=1+—HIFE

19. BE (&)

Impairment tests for goodwiill

A summary of the goodwill allocation is presented below.

R (E R

BEIRZMENT -

2019 2018
—E-NF —E-N\F
HK$’000 HK$'000
FET FHET
Xingwu ik 696,994 716,003
Jinjiazhuang SR - -
Zhaiyadi EER 505,070 518,845
Jinshan Energy Group Limited (“Jinshan”) IL7ESE LB

(T&1l) 20,711 20,711

Net carrying amount at 31 December R+=—A=+—RH2
R e 1,222,775 1,255,559

During the year ended 31 December 2019, no impairment loss
was recognised in the consolidated statement of profit or loss
and other comprehensive income (2018: nil).

As described in note 4.2, the recoverable amounts of CGUs
have been determined based on value-in-use calculations, which
are based on certain key assumptions including growth rates
and discount rate. The recoverable amounts as at 31 December
2019 were measured by an independent valuer, Asset Appraisal
Limited, a member of the Hong Kong Institute of Surveyors.

To determine the recoverable amounts based on value-in-use
calculations, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects
current market assessment of time value of money and the risk
specific to the CGUs.

Cash flows were projected based on the financial budgets
prepared by management covering a 5-year period, the cash
flows beyond the 5-year period are extrapolated using a steady
percentage growth rate below.

ﬁ “E-NAFTA=+—HLEEFE -
KRG B R E M2 E s i’%ﬁﬂﬁﬁmﬁfﬁ
Fﬂiﬁ\(fg NE &) -

AN EE4 2P - MEEEFEM 2 AT HKE
SRDREREEFETAEE - MEMRE
ENREETEIERREEERERLER
X - RZE-NFF+ZA=+—HZTKA
SRIBBLGEMTREEENEERSE
BRARGE  RATEBAEMBEBEZEE -

REBEFHEETERENWKESEE - HErK
RIBEREHA T RRIRETISE S EBFHE
BERRSELEEMEERR 2 G 2R
REARFEHIRE -

BenE8NIREBEEEBUREZSFUHE
BEmEA 5¢HHF'3LM§ZEE%ML£1§FHT
JIREADLIEREER
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19. GOODWILL (continued)

Impairment tests for goodwill (continued)

The remaining license period of the mining rights held by the
Group range from 13 to 23 years which are shorter than the
estimated useful lives of the coal mines estimated by the Group,
management is of the opinion that the Group is able to renew
the license of the mining rights from the relevant authority
continuously and at minimal charges.

The key assumptions of discounted cash flow models were as
follows:

Growth rates R R
Discount rate BhIR =

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

19. BE (&)

7R (BRI & ()

AREEFH 2 RBEF A BRSRBMEN F13
E23%F  BAKEREZKBERAAIERF
HimME  EEERR  ARBEEEEUARE
ERMEAWEREERERTAE

MRBEREBR 2 TRERMOT ¢

2019 2018
—2-nE —FN\F

to to
-4.49% +2% -4.13% +2%
o = o o = o

12.44% 13.40%

The annual growth rates applied by management are consistent
with those estimated in the industry reports and do not exceed
the growth rates of long-term coal prices. The discount rates
used by management are the pre-tax interests rates that are
able to reflect the risks specific to the related asset groups and
consolidation of asset groups.

As at 31 December 2019, management believed that any
reasonably foreseeable change in any of above key assumptions
would not cause the carrying amount of goodwill to exceed the
recoverable amount.

EEERACFRERRETRRERMELZ
BEX-H - X TEBERARRERZER
Ko EREFRZMAERREARRBESR
EARFERBR L EEEE G ZHATNE -

R-ZE-NF+-_A=1+—H8 EEERR
] BB R < E & IR A 6 R & E)15
TEERHE ZIRAERBATKRO SR -
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
20. INTEREST IN AN ASSOCIATE 20 A—EBE AT 2R
2019 2018
—E-hF —E-N\F
HK$’000 HK$'000
FET FET
As at 1 January n—A—H 11,880 13,107
Share of profit/(loss) FEfEm ], (E18) 27 (659)
Exchange differences ERER (317) (568)
As at 31 December R+=—A=+—H 11,590 11,880
Particulars of the associate at 31 December 2019 are as follows: ZHENRR_E—NF+=_A=+—HZ
FHIBEWT
Place of Principal activities
incorporation and  and place of Particulars of Effective interest held
Name form of legal entity operations registered capital by the Group
SE AR L it B TEEBR
a8 FEEERER B R HMERFE rEEREERER
2019 2018

—g-NE -—T-N\F

Luliang Jin Yu Cangchu PRC, limited liability ~ Provision of coal RMB42,000,000 35% 35%
Company Limited* company storage services
in the PRC
BREERHARAR FE - ARAA R EHR R R AR #42,000,0007T
77 MR 7%

* The English translation is unofficial and for identification purpose
only.
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
20. INTEREST IN AN ASSOCIATE (continued) 20. R —EBE N F =&
Summary of financial information of the Group's associate REEBE A CUBEERGRWT - 54
as extracted from its unaudited management accounts is as BRI AR EZERRA ¢
follows:
2019 2018
ZE-NF —E-N\F
HK$000 HK$'000
FHET FET
As at 31 December R+=—A=+—H
Non-current assets ERBEE 26,911 29,279
Current assets MEVEE 3,018 1,333
Non-current liabilities FEREBAE - -
Current liabilities MEBAE (3,525) (3,564)
Net assets BERE 26,404 27,048
For the year ended 31 December BE+t-A=+—HLEFE
Revenue e 2,046 354
Profit/(Loss) for the year FERF,(BE) 76 (1,877)
Other comprehensive income Hip 2 mkzs (720) (1,294)
Total comprehensive income EREl ey L (644) (3,171)

Dividends received from associate BB E R E Z B = -
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21. FINANCIAL ASSETS MEASURED AT FAIR
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HE_T—NET-_A=1+—HIFE

21. BRAFEFARMBEZE RS 2B

VALUE THROUGH OTHER COMPREHENSIVE BE
INCOME
2019 2018
—E-NF —E-N\F
HK$000 HK$'000
FHAT FET
Equity securities, at fair value RAEZES - AT E
~ listed in Australia (note (a)) - BN T (B (a) 853,746 483,407
~ listed in Hong Kong (note (b)) - REE L (H b)) 230,157 170,646
1,083,903 654,053
Unlisted equity interest (note (c) IE LR AR = (AT £ () = -
1,083,903 654,053

Notes:

(a)

This represents an investment in a company listed on the Australian
Securities Exchange Limited (the “Australian Securities Exchange”),
Mount Gibson Iron Limited (“Mount Gibson”).

As at 31 December 2019, the Group directly held 14.15%
(2018: 14.52%) interest in Mount Gibson and the fair value of
the investment in Mount Gibson was HK$853,746,000 (2018:
HK$483,407,000) which represented the market value with
reference to its closing price denominated in AUD as at that
day on the Australian Securities Exchange. A fair value gain of
HK$370,339,000 (2018: HK$34,412,000) was recognised in the
security investment reserve during the year ended 31 December
2019.

This represents an investment in a company listed on the Stock
Exchange, APAC Resources Limited (“APAC").

As at 31 December 2019, the Group directly held 17.65% (2018:
17.65%) interest in APAC and the fair value of the investment
in APAC was HK$230,157,000 (2018: HK$170,646,000) which
represented the market value with reference to its closing price
denominated in HK$ as at that day on the Stock Exchange. During
the year, the Group accepted the right issue for subscription of
71,700,000 shares of HK$1.10 per right share. A fair value loss
of HK$19,361,000 (2018: HK$10,038,000) was recognised in the
security investment reserve during the year ended 31 December
2019.

This represents the cost of 7% (2018: 7%) equity investment in
an unlisted company incorporated in the PRC. As the entity ceased
operation during the year ended 31 December 2013, a fair value
loss of approximately HK$8,890,000 was recorded against the full
investment cost in 2013.

The fair value of the Group’s investments in listed and unlisted
equity securities has been measured as described in note 3.3.

Het

(a)

b ARBRNELEZSHERA R (DRMNE
ZArl) EWA A Mount Gibson Iron Limited
(I'Mount Gibson]) Z & & -

RZE-AF+-A=+—H KEFHE
A Mount Gibson 14.15% (=& — \ £ :
14.52%) %25 © MM Mount Gibson& & 2~
ANT1{EA853,746,0008 T (—F— )\ £ -
483,407,000/ 7T) * BI2BRE HRRMER
FTbCRITEHEZ KT EEE 2 TE - ERE
E-E-AF+-A=+-BULFEEES
BEREERAFERZE370,339,000%8 7T
(ZZT—)\4F : 34,412,000/ 7T) °

AR EMAREAERARAA
(ZEARER)ZKE -

R-Z—NAFE+_A=+—8 A&EH
BHEEBEDAERI7.65% (=T —)\F :
17.65%) %z MREAEREKEZR
SF{EA230,157,0008 0 (=& — )\ 4 :
170,646,000/ 7T) + BN R E H B 2 BT A
BILEHEZWMEBEEEZTE - FR » A&
B3 1T AR A T IR AR AR (5 1. 1078 T i
f%71,700,0008% 8210 - ERBE=FT—NF
+TZAZ+—BULEFEEBRFREREBRER
N {EEE19,361,0008 0 (ZF— \F :
10,038,000 7T) ©

AR —HPBEEMKIZIELETRAZ
T%(ZZE=\F : 7%) RAKE ZKA - i
RZEBREE-"ZT—=F+_A=+—H
IFFERIEER  WR T -—=FEERE
AR 8245 2 F{E R 498,890,000/ 7T °

AREBR EMRIEETRABSFREZAF
BEIVRM 33 EFTE -
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For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
22. DEPOSITS, PREPAYMENTS AND OTHER 22. 7% - AAREREMERRE
RECEIVABLES
2019 2018
—E-AF —ZT-N\F
HK$’000 HK$'000
FET FET
Non-current FERE
Deposits for a potential mining project AT FRIRIR B RS 154,967 159,194
Prepayments for CIP and property, plant EEIEARME  BERE
and equipment ZTERFRIA 342,532 288,099
Prepayments for land-use rights T AR TR FRIAE 41,521 42,654
539,020 489,947
Current TRE
Consideration receivable for the transfer of BEE S 11127 % M AR S FE IR
27% equity interest of Jinshan (note 29) REFRHE29) 178,200 178,358
Prepayments T RIE 110,532 74,326
Interest receivables FEULH B 23,508 39,200
Deposits and other receivables B& R E A EWGRIA 7,076 27,793
319,316 319,677
23. INVENTORIES 23. 78
2019 2018
—ZE-NF T N\F
HK$’000 HK$'000
FET FET
Spare parts and consumables B 14 K2 8 FE 58,991 72,713
Coking coal =¥ 64,539 57,356
123,530 130,069
As at 31 December 2019 and 2018, no inventories were stated RZBE—NEFRZE—-NF+=ZA=1+—
at net realisable value. B BEFTERIERFEIE -

A YR TN e N ¥,
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24. TRADE AND BILLS RECEIVABLES
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FEMBRRM T @

HE_T—NET-_A=1+—HIFE

24. BB ZREAREBRERE

2019 2018

—E-NEF —E—N\F

HK$000 HK$°000

FET FET

Trade receivables U E 5 ER1E 702,293 887,290
Less: Provision for impairment loss Ji OREEIEEE (211,680) (217,453)
490,613 669,837

Bills receivables IR =I5 1,306,706 1,578,345
1,797,319 2,248,182

Trade receivables generally have credit terms ranging from 60
to 90 days (2018: 60 to 90 days) and no interest is charged.
Bills receivables are expiring within one year. As at 31 December
2019 and 2018 all of the trade and bills receivables are
denominated in RMB.

As at 31 December 2019, bills receivables amounted to
RMB253,042,000 (equivalent to HK$278,346,000) (2018:
RMB292,531,000 (equivalent to HK$330,560,000)) were
pledged for bills payables (note 28).

The Group endorsed certain of its bills receivables with full
recourse to the creditors. In the event of default by the debtors,
the Group is obliged to pay the creditors the amount in default.
The Group is therefore exposed to the risks of credit losses and
late payment in respect of its endorsed bills receivables.

The endorsement transactions do not meet the requirements
for de-recognition of financial assets as the Group retains
substantially all of the risks and rewards of ownership of the
endorsed bills receivables. As at 31 December 2019, bills
receivables of RMB70,604,000 (equivalent to HK$77,664,000)
(2018: RMB122,622,000 (equivalent to HK$138,563,000))
continue to be recognised in the Group's consolidated financial
statements although they have been legally transferred to the
creditors. The proceeds of the endorsement transactions are
included in trade payables and other payables until the related
bills receivables are collected or the Group settles any losses
suffered by the creditors.

FEWE SEBESEH BN TF60£90H (=
T—\F : 60FE90RH) I & YWEE A F
B o BUEER—FAIE RZZT—hF
EZE—-N\F+ZA=+—H8 FEEWKEZ
SERBEBREREZEHUAREEE -

R-ZZE—AE+-_A=+—08 BREEA
R #253,042,0007T (1HE 72278,346,000/%
TT)(ZZE—NF : AR#%292,531,0007T (48
E7330,560,0008 7)) < RIBEAVERERNE
15 (F7£28) Z 3 o

AEBEEEETARZEENE ZBKE
BYEEA - MRBEAERKIE  KNEEA
FIEEASNRER SR - Bt - AEE
BERVEBAZEEBRIEEER 2R

% -

g

ZEERZUETHEBEERY B EE B
T BAAEAEEDNARESERNERES
EzBREHIRBREER RNR_T—hEF+
ZRA=+—8 " EREEARY70,604,000
TTHERT7,664,0007T) (ZZE—)\F : A
R¥122,622,0007T (#8& 1 138,563,000/%
TINEEEAEEZREMERRAER
MFZEEBREAFERTERA - BER
SZIBRBINEENESEE R EMEN
FIE - BEEHBEREE W AN E B
TEEEANAZ ZIMEEAL -
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24. TRADE AND BILLS RECEIVABLES (continued)

As at 31 December 2019, the bills receivables endorsed to
trade creditors and other creditors amounted to RMB6,964,000
(equivalent to HK$7,660,000) (2018: RMB19,500,000
(equivalent to HK$22,035,000))(note 28) and RMB63,640,000
(equivalent to HK$70,004,000) (2018: RMB103,122,000
(equivalent to HK$116,528,000)) (note 30) respectively.

As these bills receivables have been legally transferred to the
creditors, the Group does not have the authority to determine
the disposition of the bills receivables.

As at 31 December 2019, ageing analysis of net trade
receivables, based on the invoice dates, is as follows:

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

24. B E 5 IRE R BEWRE (8)

R-E-NE+-A=+—B AEHE
BAREMEBEABSEZEREES A
AR #6,964,000 T (#HE 1 7,660,000/%
T (ZE—N\F : AR¥19,500,0007T (48
E1422,035,000/870)) (M 5E28) R AR
63,640,000t (FHE 7 70,004,000/8 L) (=
T—N\F: AR¥103,122,0007t (HBHE R
116,528,000/ 7T)) (B17£30) °

HRZERRZBECREZERETEREA - &
SEYERNREXSRREBEZRED
e

R-ZE—AFE+_A=+—8 BEEEA
MR EKE SREFHEZERR Y T A
T

2019 2018

—E-hEF —E-N\F

HK$’000 HK$°000

FHET FAET

Up to 90 days 90A AT 490,613 382,432
91 to 180 days 912 180H - 287,405
490,613 669,837

The Group applies the HKFRS 9 simplified approach to measure
expected credit losses which uses a lifetime expected loss
allowance for all trade and bills receivables. Note 3.1(b) provides
for details about the calculation of the allowance.

The Group does not hold any collateral over these balances.

Impairment losses in respect of trade and bills receivables
are recorded using an allowance account unless the Group is
satisfied that recovery of the amount is remote, in which case
impairment loss is written off against trade and bills receivables
directly.

AREBRBEEF B RELERNFIRMAIXE
AEEBEEER YAERKESR
BREREERERAERFHRNBHER
B o S ADRE T BB EREZH

/‘\i

o

REEWARAZFSEHFTAEMERR -

EBE ZERERBERE ZREREIER
BBEARACLER - FRFAREEMZ TR WE
R - ABERT - BEBRERNEK
B 5RAMERE RS -
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24,

25.

26.

TRADE AND BILLS RECEIVABLES (continued)

Movement in the loss allowance of trade receivables is as
follows:

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

24. B E 5 IRE R BEWRE (8)

FEE ZIRARRRBESINT

2019 2018

—E-hIEF —E-N\F

HK$'000 HK$'000

FET FET

At 1 January Hn—HA—H 217,453 227,847
Exchange differences EH=E=R (5,773) (10,394)
At 31 December R+=-_A=+—H 211,680 217,453

OTHER FINANCIAL ASSET

As at 31 December 2019, other financial asset represented
a one-year 5.50% (As at 31 December 2018: one-year
4.25%) coupon guaranteed bond with total principal
amount of US$30,000,000 (equivalent to HK$232,500,000)
(As at 31 December 2018: US$25,641,000 (equivalent to
HK$200,000,000) due on 15 April 2020 (As at 31 December
2018: 6 February 2019).

PLEDGED BANK DEPOSITS

As at 31 December 2019, the Group has utilised pledged bank
deposits of RMB129,800,000 (equivalent to HK$142,780,000)
(2018: RMB166,752,000 (equivalent to HK$188,430,000))
which were denominated in RMB and were pledged for bills
payables of RMB129,800,000 (equivalent to HK$142,780,000)
(2018: RMB166,752,000 (equivalent to HK$188,430,000)) (note
28).

The directors of the Company consider that the fair value of
the pledged bank deposits is not materially different from their
carrying amount because of the short maturity period.

25 Hihpi&EE

RZB—HNE+_A=1+—08 rELL8A5
30,000,000 7T (48 2 7 232,500,000/ 7T)
(R=—Z—N\F+-_A=+—H : 25,641,000
Z 7 (FEE 200,000,000/ 70)) 2 E At B 75
BEAR_ZT_ZFNA+HRARZ-ZE—
NFE+_A=+—"H: ZE—AF=-AK
)R 550 —FBHR_E—N\F+=
B=+—H8 425 —FH)ZBREEF -

26. CIEFRITER

N-EBE—-AE+-_A=1+—8  x&£ED
A BT RITTFRARE129,800,0007T
(fHE M 142,780,000 ) (=T — )\ F :
AR #166,752,0007T (A8 & 7 188,430,000
BIC))  WUAREGE  WIEAEARE
129,800,0007T (F8E #142,780,0007% 7T) (=
T—NFE: AR#166,752,0007T (HBE R
188,430,0007870)) (Bi7E28) 2 FET =4k 2 3K
o

ARBEFRE  ARBEFRITERRE
AR HEAFEERAEYESERNE
B
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27. CASH AND CASH EQUIVALENTS AND TIME

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

27. BERBAEEEYURBTERE

DEPOSITS AT BANKS ESN
2019 2018
—E-NHF —E-N\F
HK$000 HK$'000
FET FET
Cash at banks and on hand RITKFHEES 963,891 322,027
Time deposits at banks IR1TTEEATFERR 3,797,993 3,985,308
Bank balances and cash RITERAES 4,761,884 4,307,335
Less: Time deposits with original maturity i RIEFRHBB=EA 2
over three months TEEIFER (1,049,501) (854,010)
Cash and cash equivalents RERREFEY 3,712,383 3,453,325

Cash at banks generates interest at the floating rates based
on the daily bank deposit rates. During the year, time deposits
with original maturity within three months were made for
varying periods of one day to three months depending on the
immediate cash requirements of the Group and earned interest
at the respective these time deposit rates ranging from 0.90%
10 5.15% (2018: 0.15% to 5.15%) per annum.

As at 31 December 2019, funds of the Group amounting to
HK$1,068,189,000 (2018: HK$715,874,000) were deposited
in bank accounts opened with banks in the PRC where the
remittance of funds is subject to foreign exchange control.

RITRSILEARTHERFI X E 2 F B
BFE - RER - RERBAE=@ARZE
HERETAEENSREEEAHENT—
HE=@ATE - WiZEETEHTFRFFE
NF0.90%FE5.15%(ZF— )\ : 0.15% %
5.15%) BRELFI 8, ©

RZZE—AE+-_A=+—8 K"EFZE
£ 4 %8/51,068,189,000/8 T (Z T — \4F :
715,874,000 7o) 7 UL A R B 2 $R 1T AT I
SN ZIRITIRPE  MESERAZINEE S| o
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28. TRADE AND BILLS PAYABLES 28. ENEZRERENE

2019 2018

—E-hEF —E-N\F

HK$°000 HK$'000

FET FET

Trade payables BB SR8 240,461 317,726
Bills payables EREE 412,105 517,177
652,566 834,903

The Group was granted by its suppliers credit period ranging
between 30 to 180 days (2018: 30 to 180 days). As at 31
December 2019 and 2018, all of the trade and bills payables are
denominated in RMB.

Based on the invoice dates, ageing analysis of trade payables as
at 31 December 2019 is as follows:

AEBEEEERR TN T30E21808(ZF
—\F 302180 2 EEH - RZZE— N,
FER-_ZE—NFE+-_A=+—H FTEER
BHERAMENEBEAAREE -

REZZEH BNESREAR-_ZT—HLF
TA=+—RZEEATOT

2019 2018

—F-NF —T-N\F

HK$°000 HK$'000

FRET FAET

Up to 90 days HZMAT 170,043 231,896
91 to 180 days 91%180H 38,528 47,123
181 to 365 days 181%365H 11,488 16,211
Over 365 days 3658 A £ 20,402 22,496
240,461 317,726

As at 31 December 2019, bills payables amounted to
RMB374,640,000 (equivalent to HK$412,105,000) (2018:
RMB457,629,000 (equivalent to HK$517,121,000)) were
secured by the pledged bank deposits of RMB129,800,000
(equivalent to HK$142,780,000) (2018: RMB166,752,000
(equivalent to HK$188,430,000)) (note 26) and bills receivables
of RMB253,042,000 (equivalent to HK$278,346,000) (2018:
RMB292,531,000 (equivalent to HK$330,560,000)) (note 24).

N-ZE-hE+-A=+—0  ERNEEA
R¥374,640,0007T (#8& 1412,105,000/%
TTI(ZZE—N\F : AR¥457,629,0007T (+
E /517,121,000 7)) LAE A IRITFRA
K #129,800,0007T (1HE 72 142,780,000%
TT)(ZZE—NF : AR#¥166,752,0007T (18
E172188,430,0007%8 1)) (Fi3E26) & B I E 1%
AR #253,042,0007T (F8E #2278,346,000/8
TTI(ZZE—NF : AR¥292,531,0007T (+
E17330,560,0007% 7T)) (i 5E24) {EIKIF ©
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28.

29.

TRADE AND BILLS PAYABLES (continued)

As at 31 December 2019, included in trade payables is a
balance of RMB6,964,000 (equivalent to HK$7,660,000)
(2018: RMB19,500,000 (equivalent to HK$22,035,000)) which
represents bills receivables endorsed to trade creditors which do
not meet the de-recognition requirements. The corresponding
financial assets are included in bills receivables (note 24).

OTHER FINANCIAL LIABILITY

On 30 December 2016, Shougang Resources (Hong Kong)
Limited (the “Transferor”), a wholly owned subsidiary of the
Company, entered into a sale and purchase agreement with
a wholly owned subsidiary of Shougang Group Co., Ltd. (the
“Transferee”) for the transfer of 27% equity interests of
Jinshan at RMB162,000,000 (equivalent to HK$186,138,000).
In addition, the Transferor irrevocably undertakes to repurchase
the 27% equity interests of Jinshan from the Transferee (“Put
Option”) at the same consideration of RMB162,000,000
plus interest of not more than RMB20,000,000 under certain
conditions.

The transfer of 27 % equity interests of Jinshan to the Transferee
was completed during the year ended 31 December 2017. This
change in the Group's interests in Jinshan does not result in a
loss of control and Jinshan remains a subsidiary of the Company.

As at 31 December 2019, the financial liability arising from
the Put Option for the repurchase as disclosed above to the
Transferee represented the present value of the repurchase
obligation on or before 31 December 2021 (2018: 31
December 2019) amounting to RMB162,000,000 (equivalent
to HK$178,200,000) (2018: RMB162,000,000 (equivalent to
HK$178,358,000)). On 31 December 2019, the expiry date of
the Put Option was extended to 31 December 2021 with option
to initiate the repurchase procedures under certain conditions
before 31 December 2020 and recorded as a current liability.

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

28.

29. H

B E 5 RRE R BN RE (F)

N-E-hhE+-A=+—0 ENZESE
EHEE A REEE,964,0007T (M5 77,660,000
L) (ZE—N\F : AR¥19,500,0007T (48
E1022,035,0008 7)) 2 EHRIEE RESHE
BABEZERER  ZSRWRERLF
AEBEBEERRZRTE - HEZHBEAER
A FEWEIE A (H5E24) -

Bt B &

RZZE—RFE+-A=Z+H ARa&¥&
MBAREMEREBB) ARAR([HEE
AEEHEEERARZ —B2ENB
NA([SBEADLEEWRZE  UARK
162,000,0007T (FHE 72 186,138,000/ 1)

BEI27 %A o I BREARZE
AER TR BEAGEES TR T ABERR

BARK162,000,0007TH E FRFEAR
#£20,000,0007C B B £ 1127 %A% A 4E e ([3R
SHERRE]) o

Wx:&/\ﬁv%im27%ﬁx$% sEREE

—tF+_A=Z+—HLEFERTK °
$$.J\5A/i\m%ﬁﬁz%§b?/'\§ﬁ$%§§
XelzzfEE2ILWDARRRZHBA
g o

RZFB—AF+-_A=+—8  WEXHMK
BERNXEALBERIORELE M KAG
BR-_ZE-_—F+_-_A=+—8(C=—AN
F:CE-AFEF+-_A=+—RH)H AL
COESTIREREAREK162,000,0007T (HHE
178,200,000 ) (ZE—\F : AR
162 ,000,0007T (55 7 178,358,0005& 7))
—NWF+-—A=+—8  hHEx
E‘JHHEILi_ZE:—iwL B=+—8¥7m
BEFREERGTR-ZE-ZEF+-_A=1
—AZARPEERFRLHA—EHABE

&F o
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30. OTHER PAYABLES AND ACCRUALS
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30. HttENFIE R EFTE R

215

2019 2018

—E-NEF —FE-)N\F

HK$’000 HK$°000

FETT FET

Contract liabilities AHAaE 113,294 133,929
Accrued wages, salaries, bonus and BErIE  FHe - fTARET

staff welfare =xl 134,649 113,778
Payables for property, plant and equipment  JEfT#12% -« B MR EF T2

and construction FIE 327,685 284,217

Payables on endorsed bills receivables A ERKRER 70,004 116,528

Other accruals HMESERA 229,208 214,082

Other levy payables HAth RSB 450,154 370,856

Other payables HAth fE S 3R 166,081 183,252

Amounts due to other parties JET EAth A ZFRIE 10,442 9,439

1,501,517 1,426,081

As at 31 December 2019, included in other payables is a balance
of RMB63,640,000 (equivalent to HK$70,004,000 (2018:
RMB103,122,000 (equivalent to HK$116,528,000)) (note 24)
which represents bills receivables endorsed to other creditors
which do not meet the de-recognition requirements. The
corresponding financial assets are included in bills receivables.

Revenue recognised during the year ended 31 December
2019 that was included in the contract liability balance at the
beginning of the year amounted to HK$133,929,000 (2018:
HK$133,286,000). The Group expects to deliver the goods to
satisfy the remaining performance obligations of these contract
liabilities within one year or less. The Group applied the practical
expedient and does not disclose the information relating to the
remaining performance obligations that have original durations
of one year or less.

W_EB—-AE+-_A=+—8 HibpE
NFIEBAEAR®G63,640,0007T (BE ®
70,004,000 L) (ZZE—N\F : ARE
103,122,000 T (FHE 7 116,528,000 1))
(FisE24) 2 R IEE BEMEERABTEZE
WEE  ZERREEBESIFAEBEUERE
RZIRTE - HHEZHBEEEEI ARKERE
ﬁq °

BE_ZT-NF+_A=T—BLLEE
WARREBERFVNFTAGHBERR
133,929,000/ 7L (=& — /A4 : 133,286,000
BIL) e AREBEHAR —FH—FUARM
EmABTREENABZRBRBORE -
AEBERBAERZTE  UARBRERRY
BA—FH—FUARAZRBBEOEERELZ

:\_Q o

(=R
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31.

32.

AMOUNTS DUE TO NON-CONTROLLING
INTERESTS OF SUBSIDIARIES

The balance as at 31 December 2019 and 2018 is denominated
in RMB and is unsecured, interest-free and repayable on
demand.

DEFERRED TAX ASSETS AND LIABILITIES

Deferred tax assets recognised in the consolidated statement of
financial position and their movements during the year are as
follows:

Yy S EL A0 )

BE-FT-NF+-AZ+—HILFE

31. B A R FFERER KR

RZE—hER_ZT—N\E+_A=+—H
ZRBETIUARBE - AEIER 28K
AR BREIE -
. EEHEEERERE
FARGEYBRARERZBELEHIBEE
LEZBINT

Deductible
temporary differences
AR ERERE

2019 2018

—E-hF —T-N\F

HK$’000 HK$'000

FET FHET

At 1 January n—A—H 22,752 23,121
Exchange differences fERER (1,645) (1,087)
Credited to profit or loss (note 10) sTAB=HE10) 34,215 718
At 31 December w+=ZA=+—8 55,322 22,752
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued) e BB EmRME @)

For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
32. DEFERRED TAX ASSETS AND LIABILITIES 2. EEBRIEBEEEREE ()

(continued)

Deferred tax liabilities recognised in the consolidated statement FRARGEMBRARBERZELEHIBAE
of financial position and their movements during the year are as LEZEBHMT -
follows:
Property,
plant and
equipment
Withholding and mining Mining
tax rights funds Total
N
kEEUAR
ENH g REES BE
HK$'000 HK$'000 HK$'000 HK$'000
F#ET T T T
(Note)
(Hi:%)
At 1 January 2018 RZE-N\F
—H—H 35,309 1,588,154 34,099 1,657,562
Exchange differences EHER (2,577) (71,332) (2,844) (76,753)
Charged/(Credited) to profit e,/ Gt ) B
or loss (note 10) (Bfzt10) 21,542 (24,583) 28,768 25,727
At 31 December 2018 and RZE—NE+=A
1 January 2019 =+t—HEK
—ET-NF
—H—H 54,274 1,492,239 60,023 1,606,536
Exchange differences EHER (1,622) (38,969) (1,925) (42,516)
Charged/(Credited) to profit k., GTA) Bz
or loss (note 10) (Biz£10) 5,943 (21,259) 10,799 (4,517)
At 31 December 2019 R=ZB-N&E+=A
=+—H 58,595 1,432,011 68,897 1,559,503
Note: Pursuant to changes in certain regulations of the PRC government, BteE - BBTFEBRNFETROACES  RNEEE
the Group is required to set aside the production maintenance fee, ERHEE  Z2EREMABEUME
safety fund, and other expense of similar nature (collectively the 2ERA(HRBIEEE:])  -BHRZES
“Mining Funds”). As such amounts are deductible for tax purpose EREERA THRERET M EERS
when they are set aside but are expensed for accounting purpose ARATIY  BHRBEBEmE  EEBS
only when they are utilised, a deferred tax liability is recorded for HrBRRgR A AEREEELERIEA
the temporary difference in respect of excess fund set aside for tax f& o

purposes.
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32. DEFERRED TAX ASSETS AND LIABILITIES

(continued)

As at 31 December 2019 and 2018, no deferred tax assets
has been recognised in respect of the deductible temporary
differences and unused tax losses arising from certain
subsidiaries incorporated in Hong Kong and PRC as it is
uncertain whether future taxable profit is available against
which the deductible temporary differences and tax losses can
be utilised. Deferred tax assets have not been recognised in
respect of the following items:

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

R EERBEEREERGE)

R_B-NFR-_B-N\F+_HA=+—
B AREBER G ARKERY S A B IE
TR S E R RA RS AHIAERE
O Rk BN EE M B2 E T
MERRZ AR E R ZR LR ARIEARE
BREAELCHBAEE - WEL T SHEER
EERAEE ¢

2019 2018

—E-hF —E-N\F

HK$°000 HK$'000

FETT FET

Deductible temporary differences AR E R SR 352 564
Tax losses MIRE 18 515,225 510,405
515,577 510,969

The Group has tax losses of approximately HK$94,893,000
(2018: HK$102,555,000) which shall expire in two to five years
(2018: three to five years) and tax losses of approximately
HK$420,332,000 (2018: HK$407,850,000) are available
indefinitely for offsetting against future taxable profits of the
companies in which the losses arise.

NEE B 494,893,000 T (ZF— )\ 4F -
102,555,000 70) 2 MIBEEBR _ERF
(ZE—N\F: ZEEF)RIHY > ZAAE
REFBIERNEEEIBZ AR Z RKERT
i M 2 B TEE 18 49420,332,0008 T (- T —
J\FE : 407,850,000/ 7T) °
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33. SHARE CAPITAL

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

33. BRA&

Number of shares Amount
gk 2§ Ex-]
2019 2018 2019 2018
—E-hE ZZ-N\F ZEBE-hAFE ZZT-N\F
‘000 shares ‘000 shares HK$’000 HK$°000
T T FHET FAET
Issued and fully paid: ERTREAR :
At 1 January and 31 December W—A—HBH X
+=-—A=+—H 5,301,837 5,301,837 15,156,959 15,156,959
34. RESERVES 34. f#%
(a) Statutory reserve (a) EERE
In accordance with the relevant laws and regulations of BEPEMBEEEZRER - FRIMER
the PRC, the PRC subsidiaries are required to appropriate RIZBIERP B2 RIAERERE10%
10% of its profit after tax, prepared in accordance with the ZBBERFEEAERBES  HEE2E
accounting regulation in the PRC, to the statutory reserve EfERESRETMERZ50%R1E - %
fund until the statutory reserve balance reaches 50% of FEEr AENRARBERBERTERE
the registered capital. Such reserve may be used to reduce PN
any losses incurred or for capitalisation as paid-up capital.
(b) Other reserves (b) Hihf#E

In accordance with the Notice of the Ministry of Finance
and the State Administration of Safety Coal Mine in Liulin
Province in May 2005 (Liucaizi [2005] No. 35) and the No.
3 document of the Ministry of Finance in 23 June 2009
(Caikuai [2009] No.8), entities engaged in coal mining
are required to provide for production maintenance
fee, safety fund and other expense of similar nature at
fixed rates on coal production volume. These funds were
charged as expenses to cost of production and credited to
specific reserves accordingly. At the end of the financial
year, the unused funds were reversed against the cost of
related production when the Group prepared its financial
statements in accordance with HKFRSs.

BEVBEBMBEREBLZEERBR
TERFRAENMNEG 2B W T
[2005]355%) A R BLEH R — T N6
NAZTZHEH 2GRN
PESTELFESEIF BN (e
[2000]85%) © W EHBEK ZDENA
DR ESZET L R IRERE - %2
EBNEMAEFBRUGEZEBR - E
BRAMBEERAREEREER -
AEERBEEEY EREERFREA
BRERE  RYBRFELERFASAHZ
ES D BBEEEERRE -
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34. RESERVES (continued)

(c) Reserves movement of the Company

FEMBRRM T @

HE-F-AF+-A=1—HALFE
34. f#E (&)
() KRBT ZHEES

Retained
profits Total
HRE &R W
HK$'000 HK$°000
FET FET
At 1 January 2018 RZZE—-NF—H—H 1,164,295 1,164,295
Profit for the year F 2 F 834,023 834,023
2017 special dividend declared BEERZ —E—+FEFRIKE (334,016) (334,016)
2017 final dividend approved BHEZ T FRERE (381,732) (381,732)
2018 interim dividend declared BERZZZE—NFHEKE (440,053) (440,053)

At 31 December 2018 and 1 January 2019 RZZE—N\F+ZA=+—H

MZF—-NF—H—H 842,517 842,517
Profit for the year FEm A 972,582 972,582
2018 final dividend approved Bz - NFRERE (450,656) (450,656)
2019 interim dividend declared BERZ-_ZE—NFFHRE (450,656) (450,656)
At 31 December 2019 RZE—-NF+ZA=+—H 913,787 913,787

35. SHARE OPTION SCHEME

On 25 May 2012, a share option scheme (the “2012 Scheme”)
was adopted by the shareholders of the Company and the
2012 Scheme became effective on 29 May 2012. No share
options have been granted since the adoption of the 2012
Scheme. The maximum number of shares of the Company
(“Shares”) available for issue upon exercise of all share options
which may be granted under the 2012 Scheme is 530,183,784,
representing 10% of the Shares in issue as at the date of this
annual report.

35. IR AEST &

RZFE—=—FRA=-1+EHA ' AQRREKE
M7 —EERETE (= —=F5T8)) -
TE-—FFHEBER_ZE——FRA=-TAI
BiRAER - BT ——F8IRM - AQF)
WR B LA AERE - WESITEREZ
T FHEIN R ERE - AT
Aralm (518 E &% A530,183,784
f%  BERAFHREABPEZEITRMHMI10% °



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2019

35. SHARE OPTION SCHEME (continued)

The 2012 Scheme were designed to reward and provide
incentives to, and strengthen the Group’s business relationship
with the prescribed classes of participants, including but not
limited to eligible employees and directors of any member of the
Group, who contributed to the development of the Group.

Under the 2012 Scheme, the exercise price of the options is to
be determined by the directors and is at least the highest of (i)
the closing price of the Shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant; (ii) average
closing price of the Shares as stated in the Stock Exchange's
daily quotations sheets for the five business days immediately
preceding the date of grant; and (iii) the nominal value of the
Shares on the date of grant. Each of the grantees of the 2012
Scheme is required to pay HK$1 as consideration for the grant
of share options. An option may generally be exercised during
the period commencing on the date of grant and expiring on
the date as determined by the directors, but in any event not
more than 10 years from the date of grant.

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

Details of the principal terms of the 2012 Scheme are disclosed
under the heading “Share Option Scheme” in the Directors’
report.

No options were exercised, granted or cancelled during 2019
and 2018. No share option was outstanding as at 31 December
2019 and 2018.
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BE—_E—NF+_A=1—HIFE

35. B AERT 8 ()

T FFERFERLBRAEEERZ
22 B0 1R (H HR D IA K% DN o8 AN 6% (B B 10 55 2 i
ZEBBEMR - ZFHETHEMN228ER
RETRREAEEERFELERZAKHE
EAXRERARIZEEREERES -

BT —FHE BREZITEEHRES
BT THERONELBSERIAEH
RERTHRZBHBME  (WRBEREAB
R RAELCEREBRSESARERAMHTZ
I FEWTE - RGN E L BB RHE
BZEZEReSE - BH T —Fs8l 2%
BRABRERBRESMIBTZNRE - B
E—RIRREBEEEEE T2 HES
BT BEEAER TR AIBRIRH
HE#EFT104F ©

MARRESE ReTHRABREBRE
TMEEZBEA TR DERE  BRES
S IFMITEE 2 BAHE o A - FEEMI2
B AR AR ARRE BRI M IBLIE
WITESREAEEHEA TR D EREN
BEITIRM 4EEBIB0.1% (RIF X L B st
H) R #AEFBE5,000,0007 T (ABER AR
HEBZBROKRMENE) I EARRERS
FESARETB SR ©

R FFEZEERRZHBINES
SMmEBRAE S -8 RE -

RZB—NFRZF—/\FR - BEETE -
B R MR - RSB AFRF—
NE+ZA=+—B - BmERTEZBR
-
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36. HOLDING COMPANY'’S STATEMENT OF
FINANCIAL POSITION AS AT 31 DECEMBER 2019

FEMBRRM T @

HE_T—NET-_A=1+—HIFE

36. A=ZE—NEFE+=ZA=1+—HEZR
DR Z MR R R

2019 2018
—E-hEF —E-N\F
Notes HK$’000 HK$000
k23 FET FET
ASSETS AND LIABILITIES EEREE
Non-current assets kRBEE
Property, plant and equipment M - HWEREE 70 94
Interests in subsidiaries N EYNCI 37 120,456 120,456
Amounts due from subsidiaries AR PNGIE /S 12,122,413 13,002,459
Total non-current assets IRBEELE 12,242,939 13,123,009
Current assets REBEE
Amounts due from subsidiaries R NGIE ] 2,146,176 901,047
Deposits, prepayments and e ENREREM
other receivables JE W SR IA 13,696 20,859
Time deposits with original maturity [R1F5 Eﬂi =ERZ
over three months EHFR 1,049,501 415,128
Cash and cash equivalents RelMReESEY 903,985 1,784,795
Total current assets REBEEAE 4,113,358 3,121,829
Total assets EEH#E 16,356,297 16,244,838
Current liabilities REEE
Amounts due to subsidiaries FEA B B A 235,326 208,342
Other payables and accruals HAERNS IE&FEqu;%?ﬂ% 50,225 37,020
Total current liabilities REBEERAE 285,551 245,362
Net current assets RBEEZE 3,827,807 2,876,467
Net assets EEFE 16,070,746 15,999,476
EQUITY s
Share capital f% 7 33 15,156,959 15,156,959
Reserves kil 34(c) 913,787 842,517
Total equity fERBE 16,070,746 15,999,476

The statement of financial position of the Company was
approved by the Board of Directors on 26 March 2020 and was
signed on its behalf:

Ding Rucai
Tk
Director

EF

ZIKR Zﬁﬁkﬁﬁ/ﬂﬁaﬁ/‘quyi A=

So Kwok Hoo
HEx
Director

EF
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b E T E R )
BE-—T—AFEF A=t —AILEE
37. INTERESTS IN SUBSIDIARIES 37. R B A Bl 2 &=

ITEMBLARAR-_ZE-AF+-A=+—H

Particulars of the principal subsidiaries at 31 December 2019 are

as follows: BT
Particulars of issued
Place of incorporation  Principal activities and share capital/ Effective interest held
Name and form of legal entity place of operations registered capital by the Group
SRR LB RAT BERTRE/
£ ERER FTEXBREXLE aMERFE rEEMEERESR
2019 2018
“Z-0E  ZEN\E
Xingwu" PRC, limited liability Mining, production and sales  Registered capital of 88% 88%
company of coal in the PRC RMB250,000,000
aE hE - ARARA RABERERR  £ER  FHEXARS
HERR 250,000,0007C
Jinjiazhuang" PRC, limited liability Mining, production and sales  Registered capital of 65% 65%
company of coal in the PRC RMB374,000,000
RE" hE - ARAA RRERERR  £ER  FHERARS
HERR 374,000,007
Zhaiyadi® PRC, limited liability Mining, production and sales  Registered capital of 95% 95%
company of coal in the PRC RMB800,000,000
RER" hE - ARAA RRERERR  £ER  FHEAARE
HERR 800,000,000
Shanxi Fushan Resources Group PRC, limited liability Development and utilisation  Registered capital of 100% 100%
Company Limited " company of energy resources and RMB 10,000,000
operation management
LERLEREEERAR" HE - AR RERFAEFEERNE  AMEXARE
BEEE 10,000,0007¢
Jinshan” PRC, limited liability Investment holding, Registered capital of 67% 67%
company production and sales of RMB600,000,000
coal products in the PRC
Eallg hE - ARAA R B SR G - AMEAARE
EERFERER 600,000,000
Liulin Luenshan Coking Company PRC, limited liability Production and sales of coal  Registered capital of 44% 44%
Limited (“Luenshan”)™ company products in the PRC RMB330,000,000
WG LR ER AR (BLD) B BRAA RPBERELERHER  SMEFARK
Em 330,000,000
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37. INTERESTS IN SUBSIDIARIES (continued) 37. RMtB AR 2 % (8)

Place of incorporation

Principal activities and

Particulars of issued
share capital/

Effective interest held

Name and form of legal entity place of operations registered capital by the Group
MR LB EREE BRITRE/
2B BRER TEXBRERLE dMERFEE rEEfGERER
2019 2018
“E-RE  ZE)\F
Fu Hui Investments Limited Hong Kong, limited Administration and HK$100 (100 ordinary 100% 100%
liability company investment vehicle of the shares)
Group in Hong Kong
REREERARAA &R BRAT RASE(BA)RMUERR 1008 T(EER100R)
REXK
Fu Hui Jewellery Goldsmith Hong Kong, limited Investment vehicle of HK$2,000,000 100% 100%
Company Limited liability company the Group in Hong Kong (2,000,000 ordinary
shares)
RERELTARAR EE  BRAF REKEEB)RMURE 200000087
E3) (Ei@%k2,000,0008)
Thechoice Finance (HK) Limited" Hong Kong, limited Investment holding in HK$1 (1 ordinary share) 100% 100%
liability company Hong Kong
BE(FE)BRA &R BRAR REBUEREER 1ET(EBRIR)
Worldman Industrial (HK) Limited" Hong Kong, limited Investment holding in HK$1 (1 ordinary share) 100% 100%
liability company Hong Kong
SR ER)BRAF BB ARLA REBREREER 1BTERRIK)
Gumpert Industries (HK) Limited" Hong Kong, limited Investment holding in HK$1 (1 ordinary share) 100% 100%
liability company Hong Kong
REEER)BRAR &t ARLA REBREREEMR 1ETERRIK)
Fushan Resources Group Hong Kong, limited Investment holding in HK$1 (1 ordinary share) 100% 100%
Management Limited* liability company Hong Kong
RUEREEEEFRRA &R BRAR REBUEREER 1ET(EBRIKR)
Shougang Resources (Hong Hong Kong, limited Investment holding in HK$1 (1 ordinary share) 100% 100%

Kong) Limited"
BHEREBERRAD

liability company

& BRAT

Hong Kong
REEREREER

BT (LR
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37. INTERESTS IN SUBSIDIARIES (continued) 37. RMtB AR 2 % (8)

Particulars of issued

Place of incorporation  Principal activities and share capital/ Effective interest held

Name and form of legal entity place of operations registered capital by the Group
ERmAIBEREE BRTRE/
£ BERER TEEBREENE SMEARFEE rEEMEERESR
2019 2018
“E-nfFE —T-N\F
Jade Green Investments BVI, limited liability Investment holding in US$1 (1 ordinary share) 100% 100%
Holding Limited company Hong Kong
SRREAHE  ARAR REBHERELAR 1ETERRIKR)
Thechoice Finance Limited" BV, limited liability Investment holding in US$1 (1 ordinary share) 100% 100%
company Hong Kong
RERLES FRAR REBLIRERRK 1T (EER1K)
Worldman Industrial Limited" BVI, limited liability Investment holding in US$1 (1 ordinary share) 100% 100%
company Hong Kong
RERLES  ARAR REBRERALR 1ET(EERIR)
Gumpert Industries Limited" BVI, limited liability Investment holding in US$1 (1 ordinary share) 100% 100%
company Hong Kong
EEREAHE  ARAR REBUERELR 1ETERRIKR)
Fushan Energy Group Limited BV, limited liability Investment holding in US$1 (1 ordinary share) 100% 100%
company Hong Kong
BLEREEBRAA KERLES FRAR REBLSRERRK 1T (EERR)
Maxease Limited BV, limited liability Investment vehicle in US$1 (1 ordinary share) 100% 100%
company Hong Kong
RERLES BRAR REBEEREEH 1ET(EERIKR)
True Plus Limited BVI, limited liability Investment holding in US$1 (1 ordinary share) 100% 100%
company Hong Kong
RERAHS  ARAF REBRERESR 1ETERRR)
Benefit Rich Limited Samoa, limited liability Investment holding in US$1 (1 ordinary share) 100% 100%
company Hong Kong
HEARAH BET BRAA REBRERELR 1R (EBik1R)
A These companies are indirectly held by the Company. ZERFRARARHEERER -
*  The English translation is unofficial and for identification purpose RBYBRWIEET - EHEHER -

only.

Incorporated on 26 November 2018.
+ Incorporated on 25 October 2018.

A

3

$ =B —N\F+— AR B R -
R=F—\E+ASHERERRY -
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38. NON-CONTROLLING INTERESTS

The following table lists out the information relating to
subsidiaries of the Group which have material non-controlling
interest (“NCI"). The summarised financial information
presented below represents the amounts before any inter-

company elimination.

2019

NCI percentage

As at 31 December
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Net assets

Carrying amount of NCI

For the year ended 31 December

Revenue

(Loss)/Profit for the year

Total comprehensive (loss)/income
(Loss)/Profit allocated to NCI

Dividend paid to NCI
Cash flows from operating activities

Cash flows from investing activities
Cash flows from financing activities

FEIE R 2R L D)
R+t=-RA=+—~H
MBEE
FRBEE
mBEE
FRBAE
BEFE
TR s AR (E

B#E+—-A=t1—H
IEFE

Y g

FEER),EH

2E(ER), W EE

BT IRE RS
(B518), & 7

IR T IR B i 2 A B

REEBZRER
REXBZRER
RMEXBG RSN

B0 8 fein

FEMBRRM T @

BE-—FE—NF+-_HA=1—HIEEF
38. FFIERERS

TRINTERAEBERRERGFIE R ER
([PEEB ) Z2MBARZER - TXZ2
SIZBMBERBERETMNARMEHENS

e
—E-hEF
Jinjiazhuang Xingwu Zhaiyadi
xR % RER
HK$°000 HK$°000 HK$°000
FET FET FET
35% 12.25% 5%
749,139 1,692,664 1,953,046
5,022,632 4,461,594 4,020,979
2,057,251 1,868,035 1,616,477
433,565 645,272 443,014
3,280,955 3,640,951 3,914,534
987,433 12,793 130,337
1,100,049 2,275,761 2,199,263
(40,598) 662,694 654,235
(107,577) 80,740 28,912
(80,162) 80,605 32,492
- 202,528 25,771
213,306 850,935 965,243
(151,655) (219,670) (205,882)
- (450,589) (632,797)
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38. FFiER AR ()

2018 —E-N\E
Jinjiazhuang Xingwu Zhaiyadi
BERE £ 41 EER
HK$'000 HK$'000 HK$000
FEITL FEL FEIL
NCI percentage FEIE IR AR LL A 35% 12.25% 5%
As at 31 December Rt+-—A=+—8
Current assets MENEE 614,103 1,845,075 1,904,427
Non-current assets EMEEE 5,097,676 4,414,782 4,246,528
Current liabilities mEaE 1,866,510 1,933,858 1,819,520
Non-current liabilities ERBEE 434,397 669,459 448,407
Net assets BEFE 3,410,872 3,656,540 3,883,028
Carrying amount of NCl FEIERERREE 892,494 134,575 127,189
For the year ended 31 December #HZ+_-_A=+—H
IEFE
Revenue e 970,916 1,928,867 2,337,691
Profit for the year FEH A 13,044 520,546 752,548
Total comprehensive income PHEW S 4BEE 49,692 19,598 32,019
(Loss)/Profit allocated to NCI B T IEIERR M A
(&18), & 7 (40,917) 61,393 37,992
Dividend paid to NCI AT T IR AR R R AR R - 117,176 34,729
Cash flows from operating activities K& 2K ZHERE 389,159 560,614 671,201
Cash flows from investing activities B ZKEZHERE (504,160) (247,799) (155,133)
Cash flows from financing activities REEZKZHERE = (118,300) (567,564)
There is a material NCI of 56% (2018: 56%) amounting to REA - BILHE £%85,476,000 T (=

HK$85,476,000 (2018: HK$87,549,000) in Luenshan during the
year. The summarised financial information for Luenshan is not
presented above as Luenshan is not yet to commence operations
and its cash flows and profit or loss items are minimal to the
Group. Luenshan had non-current assets of HK$255,437,000
(2018: HK$262,405,000) and net assets of HK$234,851,000

(2018: HK$240,774,000) as of 31 December 2019.

Z— )\ 4 : 87,549,000/ 7T) 2 56% (=& —
N\ 1 56%)E AFEIERERS o FRANEE L
AAEREREREREZBEREYHAER
A AtBLZHBERBELRS
REXE2HW R-ZFBE—hAhF+=-_A=+—
B - B2 IEmE & £255,437,000/8 (=
T — \f : 262,405,000 7T) FEES
234,851,0005 7T (ZZF— J\4F : 240,774,000
BT °
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BE-FT-NF+-AZ+—HILFE
38. FIEMAER ()

RER - LS A$148,694,0008 L (=
T — )\4F : 149,883,000/ 7T) 2 33% (= Z—
NF 1 33%) 2ERIEERER - AR W
RZZE-NFHRERERGRENERER
HAKEZ A/ Bte Lz &R
TRENREXEY -RZZTE—hEF+=A=
+—HB £ ZERBEEAS50,533,000
BT (—ZF— )\ : 565,424,000 7T)
EEFERAT6,994,00008 T (ZZE — )\ F ¢
482,355,000/ 7T) °

38. NON-CONTROLLING INTERESTS (continued)

There is a material NCI of 33% (2018: 33%) amounting to
HK$148,694,000 (2018: HK$149,883,000) in Jinshan during the
year. The summarised financial information for Jinshan is not
presented above as Jinshan commence operations in 2019 and
its cash flows and profit or loss items are minimal to the Group.
Jinshan had non-current assets of HK$550,533,000 (2018:
HK$565,424,000) and net assets of HK$476,994,000 (2018:
HK$482,355,000) as of 31 December 2019.

REE-F-NFR-F-NFT-A=T
— LSRR - & U RBIL B & IR
HHRS -

No dividend was paid by Jinshan and Luenshan to the NCI
during the years ended 31 December 2019 and 2018.

39. CAPITAL COMMITMENTS 39. EXRAIE
2019 2018
—E-NF —E-N\F
HK$’000 HK$'000
FET FET
Commitments for the: T & T8 2 A

- Acquisition of property, plant and -BAYE  BEERE
equipment 259,903 194,767

— Exploration and design fees for - FIBEETT 2 ERIRIER 2
a potential mining project BENETER 8,228 8,452
268,131 203,219

b a2 TP
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2019

40. RELATED PARTY TRANSACTIONS

Except as disclosed elsewhere in the consolidated financial
statements, the following transactions for the years ended 31
December 2019 and 2018 were carried out with related parties:

@)

(ii)

(iii)

During the year ended 31 December 2019, the Group
sold clean coking coal amounted to HK$1,187,334,000
(2018: HK$826,384,000) (of which HK$349,470,000
(2018: HK$826,384,000) were regarded as connected
transactions under the Listing Rules) to Shougang Group
Co., Ltd., being Shougang Holding (Hong Kong) Limited
(“Shougang Holding”)’s ultimate holding company,
and its group companies (collectively referred to as the
“Shougang Group”). Shougang Holding is a substantial
shareholder of Shougang Concord International
Enterprises Company Limited (“Shougang International”).
Shougang International is a substantial shareholder of
the Company. As at 31 December 2019, amount due
from/to the Shougang Group was HK$381,430,000
(2018: HK$429,534,000) and HK$1,595,000 (2018:
HK$4,073,000) respectively.

During the year ended 31 December 2019, the Group
purchased raw materials amounted to HK$4,660,000
(2018: HK$3,698,000) from Shougang Group, of which
HK$1,981,000 (2018: HK$3,698,000) were connected
transactions.

During the year ended 31 December 2019, the Group paid
rental expenses of HK$3,756,000 (2018: HK$3,756,000) to
a wholly-owned subsidiary of Shougang Holding, of which
HK$1,033,000 (2018: HK$1,252,000) were connected
transactions. As at 31 December 2019 and 2018, no
amounts were outstanding.

FEMBRRM T @

BE—_E—NF+_A=1—HIFE

40. BEEA LR Z

?V?E.\QM%#E%%EME%%%?&?E% :

S

—NER-_T-NFT-A=t+—HL

EFE@@%@% ATETZRZ0T

(i)

(ii)

(iii)

HE-_ZT—h&F+-A=+—8LF
ER - AEBERElEEaRAA(E
HiIE R (BB AR AR (TEMZERD 2
BEERAR) REEBAR(ABIH
SHEE ) HE1,187,334,000/8 L (==
— )\ : 826,384,000/ 7T) 2 fE =
H 349,470,000 0 (= — N\4F :
826,384,000/ 70) iR & _E R A8 A
F%L 25 BMIERAERBERELES
ARI[BEREBRDZEERE - R
Bf%z%zkﬂaﬂzzé“éﬁﬁﬁ cRTE—H
F+-A=+—8 B ~NailEE
ZKIE D Bl A381,430,0008 T (ZF— N\
& 429,534,000/ 7T) K& 1,595,000/%
JTT(ZZF—)\4 : 4,073,000/ 7C) °

HE-_Z—hLF+-A=+—8LF
EA - AEEMEMNEBREMR
4,660,000/ 7T (=& — )\4F : 3,698,000
T) - A1,981,0008 T (ZE— N\
% 1 3,698,000/870) BEER H

BHE-_Z-—hhGF+-A=1+—HILFE
I Kﬁlméﬁm K—HzENBA
A4 B2 3,756,000 T (—F—
J\EF : 3,756,000/ T) © 11,033,000
Bt (ZZ—/)\F : 1,252,00087T) B
BERS NRZE—NEFER-ZE—N\F
T A=1+—8  YETAZRIARE

B °
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued) mEMBHRRN T @

For the year ended 31 December 2019 R E-NEFEF A=+ —HIEFE

40. RELATED PARTY TRANSACTIONS (continued)  40. BB A 32 5 (&)

(iv) During the year ended 31 December 2019, the Group paid vy BHE-ZT—NAF+-A=+—RHLHF
management and consultancy fees of HK$3,000,000 (2018: EARA - AEBEREHZERINERK
HK$1,000,000) to Shougang Holding. As at 31 December FAR #3,000,0008 (=T —N\F :
2019 and 2018, no amounts were outstanding. 1,000,000 L) c RZZE—NEFER-Z

—N\F+ZA=+—0  TEEFKE
IAREES °

(v During the year ended 31 December 2019, no v) HEZZT-AFTZA=T—HIEFE
management fees and company secretarial service fees N AEETERNEREBEXNER
(2018: HK$598,000) was paid by the Group to Shougang BERARAWERBER(ZZE—NF -
International. As at 31 December 2019 and 2018, no 598,0007T) e RZE—NFR-FT—
amounts were outstanding. NF+=—A=+—8  WEELRRED

REETE ©

(vi) The compensation payable to key management personnel viy RER BREZZEEAEZHMEER
during the year have been disclosed in note 13. Mt 134555 -

All the transactions in (i) to (v) were negotiated with related WEWF 2B R ZHAE B EKRSHR

parties on normal commercial terms or in accordance with the BAEMRZS 2 Wk R A T 1HE -

agreements governing those transactions.

The transactions in (iv) to (vi) were continuing connected (VENV)FZR S NEEBERS BER
transactions/connected transactions but were exempt from any 5 - ZERSHERRRIE TR AT A
disclosure and shareholders’ approval requirements under the B RER R o

Listing Rules.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued) e BB EmRME @)

For the year ended 31 December 2019 HE_T—NET-_A=1+—HIFE
41. SUMMARY OF FINANCIAL ASSETS AND 4. BENE S 2 BEEEREEHNE
LIABILITIES BY CATEGORY
Set out below is an overview of the carrying amount and fair TREJIAEERHAVNHBEERBEZR
value of financial assets and liabilities held by the Group: HERATFERE :
2019 2018
—E-hEF —E-N\F
HK$000 HK$'000
FET FHET
Non-current assets ERBEE
Financial assets measured at fair value through &2 FEF AH M2 E IR 2
other comprehensive income MBEE 1,083,903 654,053
Financial assets measured at amortised cost: 1R Bt AT 2 B EE -
~ Deposits and other receivables - ke RE M EWGRIA 154,967 159,194
1,238,870 813,247
Current assets REBEE
Financial assets measured at amortised cost: 1R AT 8 2 IS EE -
- Trade receivables - EWE SERIA 490,613 669,837
— Bills receivables - B EE 1,306,706 1,578,345
— Deposits and other receivables - e RE M EWFIE 208,784 245,351
— Other financial asset - Hiti & E 232,500 200,000
- Pledged bank deposits - BEFRITHER 190,605 190,029
— Time deposit with original maturity - RERBABA=EA 2 EH
over three months TR 1,049,501 854,010
- Cash and cash equivalents -Re MRS EFEY 3,712,383 3,453,325
7,191,092 7,190,897
Total 48z 8,429,962 8,004,144
Current liabilities REBEE
Financial liabilities measured at amortised cost: 1R AT E 2 BB (E -
— Trade and bills payables -ENESERBARENEE 652,566 834,903
— Lease liabilities -HHEB®E 7,119 =
— Other financial liability - Hiti B aE \ 178,200 178,358
— Other payables and accruals - Hitv B RESER 803,420 807,518
- Amounts due to non-controlling interests I ENGIE 22 e
of subsidiaries FIE 98,158 72,228
Financial liabilities measured at fair value BRAFEFAEBR 2T
through profit or loss BE
- Derivatives financial instruments - PTEMBITA 5,117 -
1,744,580 1,893,007
Non-current liabilities FREBEE
Financial liabilities measured at amortised cost: 1R AT 8 2 BB (& -
— Lease liabilities -HEB®E 20,941 S
20,941 -

Total

] 1,765,521 1,893,007
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2019

Yy S EL A0 )

BE-FT-NF+-AZ+—HILFE

42. EVENTS OCCURING AFTER THE REPORTING 42, REHRBE2EH

PERIOD

After the outbreak of Coronavirus Disease 2019 (“COVID-19"),
a series of precautionary and control measures have been and is
expected to be continued to be implemented across the country.
Up to the date of this report, the Group was not aware of any
material adverse effects on the financial statements as a result
of the COVID-19 outbreak. As the World Health Organisation

EFHBERBESHEE(COVID-19)1EE 2
% —RHEHMEHEREEEERBER
it WHRHBEEER #HEAREA
HR - AN S2[E) i R B3R Rl COVID-19)8 3 i ¥ B
BRREKTMEATFFE - ERERE
AR COVID-19E A ZE IR MT + TAES

announced COVID-19 outbreak as a pandemic, an economic KEBSREITR  EMPEREOTX
slowdown or recession is expected which will affect the demand RS ERE  HAEERREETVEEEE
and market price of coking coal. All of these may have a REEZE - NEBEEZEYEECOVID-19
negative impact on the future results of the Group. The Group BIEMER  FHEHEAEEN R L
will pay close attention to the development of the COVID-19 ERRNTE - WAGREUEEEREY
outbreak and evaluate its impact on the financial position

and operating results of the Group, and the Group shall take

proactive measures in response to the impact.
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FIVE-YEAR FINANCIAL SUMMARY

The financial information contained in this five-year financial
summary does not constitute the Company’s statutory annual
consolidated financial statements for any of the financial years ended
31 December 2019, 2018, 2017, 2016 and 2015 but is derived
from those published audited consolidated financial statements
and restated upon the adoption of the new or amended standards
and interpretations as appropriate, is set out below. Further
information relating to these statutory financial statements required
to be disclosed in accordance with section 436 of the Companies
Ordinance is as follows:

The Company has delivered the consolidated financial statements
for all four years ended 31 December 2018 to the Registrar of
Companies as required by section 662(3) of, and Part 3 of Schedule
6 to, the Companies Ordinance and will deliver the consolidated
financial statements for the year ended 31 December 2019 in due
course.

The Company’s auditor has reported on these consolidated financial
statements for all five years. The auditor’s reports were unqualified,;
did not include a reference to any matters to which the auditor drew
attention by way of emphasis without qualifying its reports; and did

LFMBRE

$ﬁ¢%ﬁﬁxﬁﬁﬁ@@i_? JLE -
—N\EF - —+F —RNERZET— ﬁ¢
+_ﬂ:+—5¢¢TMWW§ﬂ17%ﬁ$
RZEFENEEFEHFREMB®mE - BRE
ZEC B 2B ZEREMEmEK - WRENE
RIS RA R RE(WERA)KREY - BEA
AHER) FAGIEARZ T A EV B mMABENE
ERNT -

ARBERBCA RGN F662(3) kK HIK6%E3
BRAREMEREERRERBE_T—/\F+_H
Tt HALEFEEHROERNGAMBEHRE - I
BREERRRERBE _E-NAFt+_A=1—
HIEFENEGRE M ERE

ARBHNZBEEAZAFENGES M BRRE
RE o BRBEREUBRERR - MERLZ
BEETHZFREFRENBR T ARHEN T
ARFBEBALIENERMEE ﬁjiﬁ%*ﬁ%ﬁﬁlﬁﬁ

not contain a statement under either sections 406(2), 407(2) or (3) of  #E (R BHEHI) 55406(2) ~ 407(2)sK (3) M5 1E H Hy PR
the Companies Ordinance. at e
2019 2018 2017 2016 2015
—E-hE ZE-)\F ZE=—tF ZZT-—R"F Z=—HF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FHET FHET FHET FHT
Results E4
Revenue g 3,869,308 3,686,176 3,471,922 1,809,885 1,996,629
Profit/(Loss) attributable to FiN/NEIE ¥ =N
owners of the Company w=H(E18) 1,140,413 1,100,488 1,080,649 111,795 (416,471)
Assets and liabilities EEREE
Total assets BERE 21,472,710 21,251,042 21,694,645 19,104,456 20,727,669
Total liabilities BEBE (4,426,398) (4,475,236) (4,318,962) (3,438,763) (3,683,389)
Net assets EEFE 17,046,312 16,775,806 17,375,683 15,665,693 17,044,280
Non-controlling interests RS (1,364,732)  (1,391,690)  (1,440,871) (1,146,669  (1,253,165)
Equity attributable to owners of ARG A AFEAS
the Company E 15,681,580 15,384,116 15,934,812 14,519,024 15,791,115
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GLOSSARY

In this annual report, the following expressions shall have the
following meanings unless the context indicates otherwise.

AGM 2019

AGM 2020

Articles

ASX

Board

CG Code

Chairman

Company

Company Ordinance

Directors

Executive Committee

Executive Director(s)

Funde Sino Life

Group

the annual general meeting of the
Company held on 16 May 2019

The forthcoming annual general
meeting of the Company

The articles of association of the
Company

Stock Code on the Australian
Securities Exchange Limited

the board of Directors of the
Company

the Corporate Governance Code
as set out in Appendix 14 of the
Listing Rules

the chairman of the Board

Shougang Fushan Resources Group
Limited (SEHK: 639)

the Companies Ordinance (Chapter
622 of the Laws of Hong Kong)

the directors of the Company

the executive committee of the
Board

the executive director(s) of the
Company

Funde Sino Life Insurance Co., Ltd.,
a substantial shareholder of the

Company

the Company and its subsidiaries

|=£"||P
il

EAEHA  BXEXEREIN - TIRERE

AT -

ZE-NEFERRE

BERE

—ETFRE

BERE

ARRl

ASX

AEE

RARIERZE—NFRA
+75H %TTZHX%ﬁqug

ARREIRRITZHRRA
EN-

AREZERMAA
BMNEHXZBR QA
B fn FC5R

ZAUNCIF- 5

T AR BB R+ P P A

EREETA

BilRILAREEARA
F(SEHK: 639)
BBEDIF 6228 R ANED)

RARES

ARBHITES

%% mABRRERNE
RAA] RRBEBRR

>

el

ARFREMBAT

5
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GLOSSARY (continued)

Independent Non-executive

Director(s)

Listing Rules

Nomination Committee

Non-executive Director(s)

Remuneration Committee

SEHK

SFO

Share(s)

Shougang Group

Shougang Holding

w

the independent non-executive
director(s) of the Company

the Rules Governing the Listing of
Securities on the Stock Exchange

the nomination committee of the
Board

the non-executive director(s) of the
Company

the remuneration committee of
the Board

Stock Code on the Stock Exchange

Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong
Kong)

ordinary share(s) of the Company

Shougang Group Co., Ltd.*,
holding 100% shares of Shougang
Holding, was originally the
holding company of Shougang
International through Shougang
Holding, and hence a substantial
shareholder of the Company
before 9 April 2019

Shougang Holding (Hong Kong)
Limited was originally the
holding company of Shougang
International, and hence a
substantial shareholder of the
Company. However, since 9
April 2019, it ceased to be the
holding company of Shougang
International, and thus no longer
a substantial shareholder of the
Company from that date

il

BURAITES

NCIL S0

EEES!

B A

il

PNl Y

ARBBIUIFFRITES

RRABFNTES

ARRFHEES

Bt SX BT A D FUSIR

FBH M E GG (FEED
$571%)

AR 2 EBEND

BENEEARARAKAE
MEER100% 42 - RAE
RER(EBEMER)
ERAE MR _F—N
FUANBRAERRAZ
TERR

BEWZERERE)ARA
A RARERERZEK
DA MRBARRZE
ERR-BEA-_T-NF
MAAERE BERETE
EERBERZERAFR
FIABHZBEETBEBAR
AEERR

i
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a0 &
GLOSSARY (continued) 57 5% ()
Shougang International Shougang Concord International & KB BEREBLEBRAQA
Enterprises Company Limited (SEHK: 697) * AR Q& E
(SEHK: 697), a substantial EE

shareholder of the Company

Stock Exchange The Stock Exchange of Hong Kong B FfF BEEBEXSMBR AT
Limited
substantial shareholder has the meaning ascribed to it EEAEE BB FHARE T2 8E

under the Listing Rules

the year under review for the year ended 31 December [EREFE BHE_ZT-AF+ZA=
2019 T—HIEFE

*  For identification purpose only
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