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Five Years Financial Summary

EFMBRE

A summary of the published results and assets, liabilities and
total equity/(capital deficiency) of the Group for the last five
financial years, as extracted from the Group’s audited financial

statements, is set out below:

(A) RESULTS 4%

ATH/ASEBEREAMBFRE ZE A
¥E EE AERRAER S (BEXE
M)BERE HREEAEEZEEZY
B|E

Year ended 31 December

BEt-RA=+—-HLEE

2019 2018 2017 2016 2015

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

“E-NF ZE-N\F ZT—+tF ZT-RF ZT—-1F

FTER FAT FET FET FET

Revenue g 504,536 961,440 529,884 718,879 721,810

Loss before income tax BRETSHAE R (110,521) (154,893) (196,614) (264,330) (385,109)

Income tax credit FrigtiE % 3,072 2,261 - 3,304 14,777

Loss for the year FANEE (107,449) (152,632) (196,614) (261,026) (370,332)

Loss attributable to non-  3E3%E PR #E 25 FE(Y

controlling interests E18 7,527 9,885 17,756 24,831 35,015
Loss attributable to the ZIN/NETE =N el

owners of the Company E18 (99,922) (142,747) (178,858) (236,195) (335,317)
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Five Years Financial Summary

T FEHMBERE

(B) ASSETS, LIABILITIES AND TOTAL EQUITY/ BEE BERRAER (BXE
(CAPITAL DEFICIENCY) #h)

As at 31 December

Rt+=ZA=+-—H
2019 2018 2017 2016 2015
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ZE-NE ZT-N\F ZE—HFF-RF _FT-1F
TERT FABT FET FET FET

Non-current assets ERBEE 391,044 863,625 674,564 680,166 902,177
Current assets MENVEE 156,356 1,207,277 1,411,855 1,243,954 1,466,044
Total assets BEE 547,400 2,070,902 2,086,419 1,924,120 2,368,221
Current liabilities mEEE 569,077 2,095,718 2,030,037 1,731,112 1,887,862
Non-current liabilities ERBAEE 61,893 138,651 132,970 92,593 102,531
Total liabilities BEE 630,970 2,234,369 2,163,007 1,823,705 1,990,393

(Capital deficiency)/Total (BAREAL)

equity A% A e (83,570) (163,467)  (76,588) 100,415 377,828
- attributable to the —RRFEEA

owners of the Company FE1h (85,975)  (105,654) (8,666) 152,044 403,125
— Non-controlling interests ~ — FF¥Z fx i a1 2,405 (57,813)  (67,922)  (51,629)  (25,297)
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Chairman’s Statement

ETRE®|E

| am pleased to present on behalf of the board (the “Board”)
of directors (the “Directors”) to the shareholders the report
on the results on Rosan Resources Holdings Limited (the
“Company”) and its subsidiaries (together referred to as the
“Group”) for the year ended 31 December 2019 (the "Year”).

Year 2019 is a critical and challenging year to the Group. On
the one hand, the Group has successfully undergone group
restructuring (i.e. the disposal of Clear Interest Limited and
its subsidiaries (“CIL Group”)) in the last quarter of the Year.
On the other hand, the Group has been facing the general
economic downturn resulting from the trade dispute between
China and United States (“US"”). The unexpectable significant
influence from the outbreak of COVID-19 happened since early
2020 would also bring uncertainties to the Group’s operation
and result in the coming year.

Upon the completion of the said group restructuring, the
Group has significantly reduced the reliance on coal business
which was the major component causing the Group to incur
loss and high liability level continuously. Currently, the two
major business lines, i.e. Coal Business and Building Materials
Business, are running in a more balancing proportion to
the Group’s revenue. Therefore, the group restructuring has
enhanced the business diversification of the Group.

During the Year, the economic growth of the People’s
Republic of China (the “PRC") has already been facing great
pressure due to the trade tension between China and US.
The slowdown of economic growth has been reflected in the
drop of market commodity prices, including the coal price.
The weakened economic condition was not favorable to the
different industries including the coal market. Therefore, the
revenue obtained from Coal Business during the Year has been
dropped.

Since the outbreak of COVID-19 in early 2020, most of the
production and commercial activities in the PRC have been
suspended or shut down. Many enterprises’ operation and
production have been inevitably affected. The temporary
shutting down of the Group’s coal mine and building materials
production plant would have significant influence to the
turnover and result of the Group in the first half of year 2020.
Our management team is closely monitoring the situation and
will notify to all stakeholders of the Company from time to
time in relation to the influence from the COVID-19 incidence.

Rosan Resources Holdings Limited Annual Report 2019
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BUSINESS REVIEW

Completion of the Disposal of CIL Group

During the year 2019, the Group has undergone the disposal
of CIL Group which enhanced the Group to reduce the reliance
on coal business and to achieve a balanced result between
Coal Business and Building Materials Business.

In the past few years, the major proportion of the income and
result was contributed by the Coal Business. However, the coal
market was not favorable to most of the small to medium size
coal enterprises, including the Group. The Group has incurred
significant loss and liabilities resulting from the operation of
the coal mines in the past few years. Upon completion of the
disposal of CIL Group in December 2019, two out of the three
operating coal mines were disposed of to a company wholly-
owned by a connected person. The one coal mine (namely
Xiangyang Coal Mine) now remaining in the Group possesses
the largest coal reserve with quality coal amongst the three
coal mines previously owned by the Group. The Board believes
that Xiangyang Coal Mine would be able to bring favorable
result to the Group in the foreseeable future.

The above disposal has facilitated the Group to reduce its
liabilities significantly that would help the Group to reduce its
finance cost and to improve the liquidity, hence, to increase
the Group’s ability to achieve favorable result in the future.

Impact of Slow Economic Growth on Coal Business

In year 2019, the trade tension between China and US has
apparently caused the slowdown of mainland economic
growth. In such situation, general market demand and
expenditures have also been affected. Therefore, the demand
for coal has been slowed down, which has caused the price
of coal to drop in comparing with the beginning of the Year.
In addition to the reduction in sales volume during the weak
market condition, the total revenue generated from the Coal
Business of the Group for the Year has been dropped in
comparing with the year 2018 (“Last Year").

Chairman’s Statement

ETR|E
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Chairman’s Statement

ETRE®|E

Achievement of Building Materials Business

In respect of the building materials industry, the government
has imposed different environment protection measurements
which have caused many local enterprises and competitors
suspended for rectification or further improvement. As
the production plant of the Building Materials Business
of the Group has been certified by the government as an
environmentally-qualified entity, those environment protection
measurements have no impact to the operation of the Group
but to other non-qualified enterprises. As a result, the Group
has obtained more building projects during the Year, hence,
the revenue of the Building Materials Business was increased.

PROSPECT

Looking forward, the global economy is facing significant
uncertainties and challenges resulting from the recent
outbreak of COVID-19 across the world as well as the trade
tension between China and US. It is anticipated that the China
economy would be going downward in the first half of year
2020. Nevertheless, the Chinese government has imposed
adequate and effective measures to control the disease from
further spreading as at the date of this report. Also, the trade
tension between China and US has been soothed in the past
few months. The management of the Company believes that
the threat from the above incidents to the economy would
only be temporary in nature. The Group remain confident in
long-term development growth with promising prospects in
China.

APPRECIATION

I would like to take this opportunity to express my most sincere
thanks and gratitude to our shareholders, and various parties
for their continuing support, and our directors and staff for
their dedication and hard work.

Bao Hongkai
Chairman

Hong Kong, 13 May 2020
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

The Group's total revenue for the Year amounted to
approximately HK$504.5 million, representing a decrease of
approximately 47.5% from approximately HK$961.4 million
of the Last Year. The decrease in revenue was primarily due to
reduction in sales volume and the sales price of coal. During
the Year, the total sales volume of coal has decreased to
approximately 741,000 tons which was lower than the sales
volume of the Last Year (approximately 1,679,000 tons) by
approximately 55.9%. On the contrary, as the demand for
building materials increased during the Year as explained in
the section of Chairman’s Statement, the total revenue of
Building Materials Business was increased from approximately
HK$198.0 million to approximately HK$225.8 million.

Cost of sales and gross profit

The cost of sales and gross profit for the Year were
approximately HK$459.9 million (the Last Year: approximately
HK$901.9 million) and approximately HK$44.6 million (the
Last Year: gross profit of approximately HK$59.5 million)
respectively.

The gross profit margin was improved from approximately
6.2% for the Last Year to approximately 8.8% for the Year.
During the Year, income from sales of building materials
and rental income from leasing boundary wall moulds have
contributed higher profit margin to the Group.

The Building Material Business is operated by a subsidiary,
Henan Xingan New Construction Materials Company Limited*
CAmEZHAEEMEARAET) (“Henan Xingan”) which
was acquired in Last Year. Henan Xingan is located right next
to a state-owned power generating plant which produces
scrap materials during its operation and such scrap materials
are the main raw materials for the production of building
materials by Henan Xingan. Therefore, Henan Xingan can
obtain such raw materials in a cost effective way. As a result,
the favorable location of Henan Xingan allows the company
to save costs and bring a favorable gross profit to the Group’s
result.

*  For identification purpose only

EEENWE DN

Bt % [ 8

Wz
AEEBRAFEZR=ZBLBEDNAR
504,500,000 0 & EF—F E 4
961,400,000/8 JT L > 4947 5% o Wz w2
FERHNEREE MHEBRE TR A
FE R Rz EEER D E4741,0000F -
RE—FE 2H=E (41,679,000 ) B& (K
#955.9% - B 7 AR - AR INEEFWREA
—BRAFEREMBRRIE K W2
M ERS 7 IR R 49198,000,000% 738 N
Z 49225,800,000/8 7T ©

HEKEXREF
KEBFEZHEKXRAREFD AL
A459,900,0008 Tt (F—FF 4
901,900,000/ JT) & 4944,600,000/% JT
( F—%E : £5/4959,500,000/8 7T ) °

ERE b L2 N6 2% R EEAER
2 #18.8% « RAGF[E - AT 45 B WA BB
SEBHEE Y e KA SR EEE SIS
T ES

EMEBHREFREBHOME AR EE
A EEMHARAR (DTEER )&
Lol M BIAMEE  ZEHE
bR 8 B A A R R B X BE R R R i R
ZHEEZEM BT RV Eitt - A
B 22 ] DA A B /S A8 B BN B AN JE 1S 3% 55 R A
4o Bt - ] S22 BB b IR B (A A
AEMERAY SAREREHRABNE
o

* G
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Management Discussion and Analysis

BEEENWE DN

Selling and distribution expenses

Slightly decrease of approximately HK$0.2 million in selling
and distribution expenses from approximately HK$37.6 million
of the Last Year to approximately HK$37.4 million for the Year,
was due to the outbound transportation cost incurred by the
Building Materials Business remained almost unchange as Last
Year.

Administrative expenses

During the Year, the total administrative expenses amounted
to approximately HK$92.3 million (the Last Year: approximately
HK$90.1 million) which mainly comprised of: (i) employee
benefits expense of approximately HK$31.8 million (the
Last Year: approximately HK$33.6 million); (ii) amortisation
of mining right and other intangible assets amounted to
approximately HK$6.6 million (the Last Year: approximately
HK$7.9 million); (iii) depreciation of property, plant and
equipment amounted to approximately HK$11.4 million (the
Last Year: approximately HK$8.6 million); and (iv) depreciation
of right-of-use assets amounted to approximately HK$2.8
million (the Last Year: Nil).

Finance costs

The finance costs decreased by approximately 16.7%
from approximately HK$101.5 million for the Last Year to
approximately HK$84.5 million for the Year. The decrease
in the finance costs was mainly due to the decrease in the
average amount of bank and other loans during the Year.

Net loss attributable to the owners of the company

The net loss attributable to the owners of the Company for
the Year was approximately HK$99.9 million, representing a
decrease of approximately 30.0% as compared with the Last
Year of approximately HK$142.7 million. The reasons for the
decrease in net loss attributable to the owners of the Company
were mainly due to the reduction in finance cost and obtaining
interest income from a matured fixed deposit.

Accounts and bills receivables and contract assets

As at 31 December 2019 (the “Current Year End”), the
accounts and bills receivables and contract assets amounted
to approximately HK$96.2 million, representing a decrease
of approximately 78.8% as compared to the accounts and
bills receivables and contract assets as at 31 December 2018
(the “Last Year End”) of approximately HK$454.6 million.
The decrease was mainly due to the decrease in the revenue
obtained from Coal Business as well as the disposal of CIL
Group.

Rosan Resources Holdings Limited Annual Report 2019
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Management Discussion and Analysis

Amongst the total amount of accounts receivable less
allowance for credit losses (excluding the bills receivable
and contract assets) as at the Current Year End, the largest
customer of the Group was the largest debtor who has
contributed approximately HK$26.6 million (equivalent to
approximately RMB23.8 million) or approximately 21.1% of
the total accounts receivable amount.

Accounts and bills payables

The Group has no bills payable as at the Current Year End
(the Last Year End: approximately HK$607.8 million) and
has accounts payables amounting to approximately HK$32.5
million (the Last Year End: approximately HK$50.3 million).
Upon the disposal of CIL Group, the Group’s liquidity has been
improved and no longer required bills payable for settlement.

Other payables, accruals and deposit received

The total amount of other payables and accruals have been
decreased by approximately 34.1% from approximately
HK$551.4 million as at the Last Year End to approximately
HK$363.6 million as at the Current Year End. As at the
Current Year End, the other payables were mainly comprised
of provision for PRC retirement benefit scheme contributions
amounting to approximately HK$74.7 million (the Last Year
End: approximately HK$194.7 million), contract liabilities
amounting to approximately HK$17.3 million (the Last Year
End: approximately HK$13.2 million), accrued workers’ wages
and benefits amounting to approximately HK$104.7 million
(the Last Year End: approximately HK$51.5 million).

EEENWE DN

RAFERBRERABEREEBLRE
HR(TERREEREBREHNEE)
AEEBRARFARANEBKA HE
£ 4926,600,000/8 7L (FEERH AR
23,800,0007T) * 3k {h FE UK BR SR A2 BB 40
21.1% °

FEERZREZE

AFEER AEETERNER(LF
€K :49607,800,000% 7T ) i FE 1 BE
4 A32,500,0008 L (EFER: 4
50,300,000 7T) ) c AR ECILEEE - &
EENTBECEFNERTBEERN

SRAHEE-

HEMEMSE EFEAREKEZES
HMENRELEFERABERLTE
K Z #9551,400,000/8 7 4 4934.1%
2 KREE K 2 #363,600,000% T ° 7 A
FER BEMEMNREZZERETIRS
BAR AR R 5T 2] 5% B8 4974,700,000
BT (EEE KR 49194,700,0005% 7T )
&4 B E#17,300,000% T ( EEE K
#913,200,0008T) st TATE R
18 F 49104,700,0008 T ( EFEXR: 4
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Management Discussion and Analysis
BEEREBN W RO M

ESTIMATED COAL RESOURCES OF THE COAL
MINES OF THE GROUP

The following table summarized the estimated coal resources
(in million tons, “mt"”) of the coal mines of the Group as at 31
December 2019 and 2018:

REBRER 2z HFTRERER

TERBEREENEBER —T—-AFR=-
Z-N\EF+_ A=t HNEHRERER
(EsuE a8ml)

As at As at
31 December 31 December
2019 2018
mt mt
RIE-—NF RZZE—N\F
+=A +=A
=t+—H =+—H
BE =R
Coal mines operated and owned by  RNEBRKL MER 7 EE
the Group

(i) Xiaohe Coal Mine No.1 (note 2) ()N — B (B 3E2) N/A FE M 6.4
(i) Xiangyang Coal Mine (i 5 B 13.9 14.2
(iii) Xingyun Coal Mine (note 2) (i) B8 IR (B aF2) N/A =& 3.2
13.9 23.8

Notes: [ TEE
(1) Major assumptions adopted for the annual updates on the (1) HWErGEREREETERE T FIEE

above estimated coal resources were: AZFEREA:

(i)

(ii)

(iii)

Original coal resources of each coal mine were made
reference to the relevant coal resources reports and/
or coal mine information available to the Group at the
time of acquisition of the respective coal mines;

Annual updates on the estimated coal resources for
each coal mine as at Current Year End were calculated
as follow:

(Estimated coal resources as at the Last Year End) —
(Actual coal production volume for the Year);

There was no material structural change within the coal
mines that will cause the significant deviation between
the actual coal resources and the above annual
updates.

Xiaohe Coal Mine No.1 and Xingyun Coal Mine were disposed
of to a connected party during the year.

Rosan Resources Holdings Limited Annual Report 2019
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Management Discussion and Analysis

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

As at the Current Year End, the net liabilities of the Group
was approximately HK$83.6 million (as at the Last Year End:
approximately HK$163.5 million) and the total cash and bank
balance was approximately HK$15.9 million while there was
no pledged and restricted bank deposits as at the Current
Year End (as at the Last Year End: approximately HK$692.4
million including pledged and restricted bank deposits). As
at the Current Year End, the Group had net current liabilities
of approximately HK$412.7 million (as at the Last Year
End: approximately HK$888.4 million) and its current ratio
decreased from 0.58 times as at the Last Year End to 0.27
times as at the Current Year End. The Group’s working capital
was mainly financed by internal cash flow generated from
its operation and the banking facilities granted by financial
institutions.

As at the Current Year End, the Group’s accounts and bills
receivables, net of any provision for impairment amounted
to approximately HK$95.4 million (as at the Last Year End:
approximately HK$452.6 million).

As at the Current Year End, no bank deposits (as at the
Last Year End: approximately HK$655.0 million) were
pledged or not available for the operation or repayment
of debts of the Group. No bank deposits (as at the Last
Year End: approximately HK$1.6 million) were restricted
for use in relation to administrative proceedings. Cash and
cash equivalents which were not pledged amounted to
approximately HK$15.9 million (as at the Last Year End:
approximately HK$35.8 million).

As at the Current Year End, the Group has bank and other
loans amounting to approximately HK$147.0 million (as at
the Last Year End: approximately HK$762.2 million), which
are due for repayment within one year from the reporting
date or repayable on demand. These bank and other loans
bear interest at interest rates ranging from 6.5% to 13.2%
per annum (as at the Last Year End: from 1.2% to 12.8% per
annum).

As at the Current Year End, the Group has neither bills payable
were secured by the Group’s pledged deposits nor guaranteed
by other parties (as at the Last Year End: approximately
HK$485.9 million of the Group's bills payable secured by
the Group’s pledged deposits and HK$152.4 million were
guaranteed by a major customer or its subsidiaries).
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Management Discussion and Analysis

EEENWK DN

The Group's gearing ratio (as a ratio calculated by (a) the sum
of bank and other loans, amount due to an associate and
amounts due to and loan from shareholders; divided by (b) the
total assets of the Group) was 37.6% (as at the Last Year End:
44.4%).

CAPITAL COMMITMENTS

Save as disclosed in note 42(a) to the consolidated financial
statements, the Group did not have any other capital
commitments as at 31 December 2019.
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Profile of Directors and Senior Management

EXECUTIVE DIRECTORS

Mr. Bao Hongkai, aged 50, has been appointed as the
chairman and executive director of the Company since April
2020. He graduated with bachelor degree from Henan
Polytechnic University, Henan Province, PRC and he also
obtained a master degree of business administration from
the National University of Singapore. He was the chairman
and executive director of the Company during the year 2006
to year 2010. He used to be as a coal mine technical adviser
and the safety supervisor. Mr. Bao has more than 20 years of
experience in coal mining industry in the PRC.

Mr. Dong Cunling, aged 58, has been appointed as the
executive director of the Company and chairman of the Board
since December 2011 and March 2012. He holds a professional
diploma in Chinese Language of Henan University, the PRC. He
has extensive experience in the management of coal mines. He
has put sufficient effort to lead the Board during the period
from March 2012 to March 2020 when he was the chairman
of the Board.

Mr. Li Xiangfei, aged 40, has been appointed as the
executive director of the Company since June 2018. Mr. Li
graduated in 2002 from Zhengzhou University with major
in Commercial and Business Management. He has extensive
working experience in mining industry and has been a key
management of a mining enterprise in the PRC. In recent
years, Mr. Li has focused on the development of green
economy and has been engaged as a chief operation officer of
a ski and resort development company in the PRC.

Mr. Sun Shusheng, aged 55, has been appointed as the
executive director of the Company since June 2018. He has
obtained the post graduate diploma from Henan University
with major in litigation law. He has extensive management
experience in sizeable insurance companies and state-owned
enterprises in the PRC. He has worked as top management
for the branches of certain insurance companies in China,
including People Insurance Company (Group) of China Limited
and China United Property Insurance Company Limited. Prior
to his joining to the Company, he was the general manager
of general support department of China United Property
Insurance Company Limited.

Mr. Zhang Yi, aged 33, has been appointed as the executive
director of the Company since February 2018. He graduated
in 2008 from Yangtze University major in Human Resources
Management. He has approximately 7 years of experience in
the financial industry, specialize in feasibility study of projects,
investment analysis and project development. He is currently
a manager of a real estate company. He had also served as
customer service manager of a bank in the PRC.
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Profile of Directors and Senior Management

ESREREEEBE

NON-EXECUTIVE DIRECTOR

Mr. Li Chunyan, aged 55, has been the non-executive
director of the Company since December 2011. He is currently
a registered lawyer at Henan Shi Ji Tong Law Firm (f &t
WIMERMEMFAT) in the PRC and is also a certified public
accountant, certified public valuer and certified tax agent
in the PRC. Mr. Li has acted as a legal adviser to the Henan
Provincial People’s Hospital, the Henan TV Station and certain
listed companies in the PRC. Mr. Li was an independent non-
executive director in six PRC listed companies during the period
from 2002 to 2008. He is currently an independent non-
executive director (appointed in 2014 and will be retired in
2020) of Zhengzhou Yutong Bus Co., Ltd which listed on the
Shanghai Stock Exchange of the PRC. Mr. Li is also currently an
independent non-executive director of Zhongyu Gas Holdings
Limited since October 2010, which is listed on the main board
of the Stock Exchange.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Kwan Wing Hung, aged 53, graduated with master
of business administration from The Ohio State University,
United States. He has also obtained a bachelor degree in
Applied Mathematics from Chongqing University and master
degree in Systems Engineering from University of Shanghai for
Science and Technology, China. Mr. Kwan is both a member of
American Institute of Certified Public Accountant (“AICPA")
and Chartered Financial Analyst (“CFA"), the United States.
Mr. Kwan was the financial controller and investor relations
officer of a Hong Kong listed company from the year 2009 to
year 2016. He has extensive working experience in the mining
industry, real estate and fund investment. He is specialized in
the area of financial management, merger and acquisition and
fund investment.

Mr. Ma Geng, aged 61, graduated with doctor degree of
mining engineering from China University of Mining and
Technology (Beijing). He is currently an executive director, dean
and senior engineer of Henan Energy and Chemical Group
Company Limited. He is also acting as committee member of
Coal Industry Committee of Technology, China Coal Society
and Mining Professional Committee. He has extensive solid
experience engaging in coal mines safety production, mining
research and engineering.

Rosan Resources Holdings Limited Annual Report 2019
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Profile of Directors and Senior Management

SENIOR MANAGEMENT

Mr. Li Chun On, aged 46, joined the Group in September
2006 and was the executive director of the Company during
the period from 2009 to 2013. Mr. Li is currently the Company
Secretary, the chief financial officer and the authorised
representative of the Company. He graduated with bachelor
degree in accounting from the Hong Kong Polytechnic
University. Mr. Li has more than 20 years of experience in
accounting and corporate financial management. Mr. Li is
an associate member of the Hong Kong Institute of Certified
Public Accountants, and a fellow member of The Association
of Chartered Certified Accountants, United Kingdom.
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Corporate Governance Report
TtxRERBHRSE

COMPLIANCE WITH CORPORATE
GOVERNANCE CODE

During the Year, the Company has complied with the code
provisions as set out in the Corporate Governance Code (the
“CG Code") contained in Appendix 14 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”), except for the deviation as set
out below.

Code provision A.4.1 of the CG Code provides that non-
executive directors should be appointed for a specific
term, subject to re-election. The non-executive director
and independent non-executive directors (“INEDs”) of the
Company do not have a specific term of appointment, but are
subject to rotation in accordance with bye-law 111 of the Bye-
laws of the Company. As the non-executive director and INEDs
of the Company are subject to rotation in accordance with the
Bye-laws of the Company, the Board considers that the non-
executive director and INEDs of the Company so appointed
with no specific term will not impair the quality of corporate
governance of the Company as required by the principle of
good governance laid down in A.4 of the CG Code.

Code provision A.6.7 of the CG Code requires that INEDs and
the non-executive directors should attend general meetings.
All of them attended the 2019 annual general meeting of the
Company held on 30 May 2019.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model
Code”) set out in Appendix 10 of the Listing Rules as the
code of conduct regarding securities transactions by directors.
Having made specific enquiry, all Directors have fully complied
with the required standards set out in the Model Code
throughout the Year.
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Corporate Governance Report

BOARD OF DIRECTORS

As at the date of this report, the Board comprises eight
Directors and its composition is set out as follows:

Executive Directors

Mr. Bao Hongkai (Chairman)
Mr. Dong Cunling

Mr. Li Xiangfei

Mr. Sun Shusheng

Mr. Zhang Yi

Non-Executive Director
Mr. Li Chunyan

INEDs

Mr. Kwan Wing Hung
Mr. Ma Geng

The brief biographical details of the Directors and the
relationship among them are set out in the section headed
“Profile of Directors and Senior Management” in the 2019
annual report of the Company, of which this report forms part.

RESPONSIBILITY OF BOARD AND
MANAGEMENT

The Board determines the overall strategies, monitors and
controls operating and financial performance and sets
appropriate policies to manage risks in pursuit of the Group’s
strategic objectives. Matters reserved for the Board are those
affecting the Group’s overall strategic policies, finances and
shareholders including financial statements, dividend policies,
significant changes in accounting policy, material contracts
and major investment. Day-to-day management of the Group’s
businesses is delegated to the executive Directors or senior
management. The Board reviews the delegation of power
and functions from time to time to ensure effectiveness and
appropriateness.
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Corporate Governance Report
TtxRERBHRSE

ATTENDANCE OF THE BOARD AND BOARD
COMMITTEEES

The Board meets regularly during the Year and the Directors
have made active contribution to the affairs of the Group. The
following table shows the attendance of all the Directors at the
meetings held during the year ended 31 December 2019:

HEESERZEEEERNEY

EXEenNFAEHE

PNy
17 i

REZEZTH

AEEBZEBELEBRER - TRERD
RBEEFNHE_ZT-NF+_A=1+—H

LFEREFEEZN

=D

Attendance/Number of Meetings

HEE/GERY
Audit Remuneration Nomination General

Board  Committee = Committee =~ Committee Meeting
Directors Bz EZe ENZEE ¥MZEE REZEE REKXE
Executive Directors BITES
Mr. Bao Hongkai Bt kAt - - - - -
Mr. Dong Cunling EFRELE 4 - - - 1
Mr. Li Xiangfei FAREE 1 - - - 0
Mr. Sun Shusheng BREERE 4 - - - 1
Mr. Zhang Yi RREE 2 - - - 0
Mr. Zhou Guangwen* BB 2 - - - 0
Non-Executive Director FUTES
Mr. Li Chunyan FEELE 4 - - - 1
INEDs BUFHITES
Dr. Chen Renbao* BRCEEL~ 4 2 1 1 1
Mr. Ma Wai Tong* BEEL L 4 2 1 1 1
Mr. Ma Yueyong* BRBL L 4 2 1 1 1
Mr. Kwan Wing Hung? Bt A - - - - -
Mr. Ma Geng* SHLAt - - - - -

* Resigned by the date of this report
# Appointed after 31 December 2019

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The positions and roles of Chairman of the Board and Chief
Executive Officer of the Company are held and performed
separately by two individuals to ensure their respective
independence, accountability and responsibility. The Chairman,
being Mr. Bao Hongkai is responsible for corporate planning
and market development. The Chief Executive Officer,
being Mr. Sun Shusheng, he performs the functions of chief
executive of the Group, is responsible for the day-to-day
management of the Group.
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Corporate Governance Report

INEDS

One-third of the members of the Board consist of INEDs and at
least one of whom has appropriate professional qualifications
or accounting or related financial management expertise. The
Company has received from each independent non-executive
director of the Company an annual confirmation of his
independence for the year ended 31 December 2019 pursuant
to Rule 3.13 of the Listing Rules and the Company considers all
INEDs to be independent during the Year.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Pursuant to code provision A.4.1 of the CG Code, non-
executive directors should be appointed for a specific term
and subject to re-election. The non-executive directors are not
appointed for specific terms but they are subject to retirement
by rotation and re-election at the annual general meetings
("AGM") of the Company. Pursuant to bye-law 111 of the
Bye-laws of the Company, each director of the Company shall
be subject to retirement by rotation at least once every three
years. The Board considers that the non-executive directors so
appointed with no specific term will not impair the quality of
corporate governance of the Group required by the principle of
good governance laid down in A.4 of the CG Code.

The procedures for Shareholders to propose a person for
election as a director of the Company are available and
accessible on the Company’s website at http://www.irasia.com/
listco/hk/rrhl.

BOARD DIVERSITY POLICY

During the Year, the Board has adopted a board diversity policy
(the "Board Diversity Policy”) which sets out the approach
to achieve diversity on the Board. The Company recognises
that increasing diversity at the Board level will support
the attainment of the Company's strategic objectives and
sustainable development.

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,
professional experience, skills, knowledge and length of
service. The ultimate decision will be based on merit and
contribution that the selected candidates will bring to the
Board.

The nomination committee will give consideration to the Board
Diversity Policy when identifying suitably qualified candidates,
to become members of the Board.
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TtxRERBHRSE

REMUNERATION COMMITTEE

The Company established a remuneration committee (the
“"Remuneration Committee”) with written terms of
reference in compliance with the CG Code. The Remuneration
Committee comprises two INEDs, namely Mr. Kwan Wing
Hung and Mr. Ma Geng (as chairman) as at the date of this
report. During the Year, the Remuneration Committee held one
meeting. The attendance record of the committee is set out in
the table on page 20 of this annual report.

The principal role and functions of the Remuneration
Committee are to review the remuneration packages of
individual executive Directors and key executives, including
salaries, bonuses, benefits in kind and the terms on which they
participate in any share options and other plans considering
factors such as salaries paid by comparable companies, time
commitment and responsibilities of the Directors and key
executives, employment conditions elsewhere in the Group and
desirability of performance-based remuneration and making
recommendations to the Board from time to time.

NOMINATION COMMITTEE

The Company established a nomination committee (the
“Nomination Committee”) with terms of reference in
compliance with the CG Code. The Nomination Committee
comprises two INEDs, namely Mr. Kwan Wing Hung and Mr.
Ma Geng as at the date of this report. During the Year, the
Nomination Committee held one meeting. The attendance
record of the committee is set out in the table on page 20 of
the annual report.

The main duties of the Nomination Committee are to review
the structure, size and composition (including the skills,
knowledge and experience) of the Board on a regular basis
and to identify individuals suitably qualified to become
board members. It is also responsible for assessing the
independence of INEDs and making recommendations to
the Board on relevant matters relating to the appointment
or reappointment of director and succession planning for
Directors. The Nomination Committee reviewed the board
diversity policy and the progress on achieving the objectives set
for implementing the said policy. The recommendations of the
nomination committee are then put forward for consideration
and adoption where appropriate, by the Board.
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AUDIT COMMITTEE

The Company established an audit committee (the “Audit
Committee”) with terms of reference in compliance with
the CG Code. The Audit Committee comprises two INEDs,
namely Mr. Kwan Wing Hung and Mr. Ma Geng as at the date
of this report. The principal role and functions of the Audit
Committee are to review and provide supervision over the
Group's financial reporting process, internal controls and risk
management. The Audit Committee also serves as a channel of
communication between the Board and the external auditor.

During the Year, the Audit Committee held two meetings.
The attendance record of the committee members at these
meetings are set out in the table on page 20 of the annual
report. The work performed by the audit committee during
the Year included reviewing the audited consolidated financial
statements of the Group for the year ended 31 December
2019, the unaudited consolidated interim financial statements
of the Group for the six months ended 30 June 2019 and
recommended such financial statements to the Board for
approval and also the effectiveness of the internal control and
risk management practices of the Group.

The Audit Committee has recommended to the Board that
Moore Stephens CPA Limited be nominated for re-appointment
as auditor of the Company at the forthcoming AGM of the
Company.

The Board has delegated the responsibilities for performing
the corporate governance duties to the Audit Committee to
develop and review the Company’s policies and practices on
corporate governance and make recommendations to the
Board; to review and monitor the training and continuous
professional development of Directors; 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 applicable to employees and Directors;
and to review the Company’s compliance with the CG Code
and disclosure in the Corporate Governance Report.

It also reviewed the Company’s progress in implementing the
corporate governance requirements as set out in the CG Code.
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AUDITOR’S REMUNERATION

During the year ended 31 December 2019, the remuneration
paid or payable to the auditor of the Company, Moore
Stephens CPA Limited are set out below:

B BB B
NEE-T-AE+-A=t—ALEE
MEMSEAAR DRI ALFEES
HBEBHARADZMEMT

Fee
paid/payable
HK$'000
gft/
EAEH
Services rendered R 2R FAET
Audit services EZR 1,000
Non-audit services B LR
(Agreed-upon procedures on interim financial (FEREI R R 2 ERF &
statements and other services regarding to the EMRBEARCLEELE)
disposal of CIL Group) 965

DIRECTORS’ AND AUDITOR’S
RESPONSIBILITIES FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing
the Group’s consolidated financial statements. The
consolidated financial statements for the year ended 31
December 2019 have been prepared in accordance with Hong
Kong Financial Reporting Standards, including Hong Kong
Accounting Standards and applicable Interpretations, issued
by the Hong Kong Institute of Certified Public Accountants,
and the applicable disclosure requirements of the Listing
Rules, Hong Kong Companies Ordinance and other applicable
regulatory requirements.

The Directors confirm that, to the best of their knowledge,
information and belief, having made all reasonable enquiries,
other than the situations described in note 3.1 to the
consolidated financial statements, the Board is not aware of
any material uncertainties relating to events or conditions that
may affect the business of the Company or cast doubts on its
ability to continue as a going concern.

The responsibilities of the external auditor, Moore Stephens

CPA Limited, are set out in the Independent Auditor's Report
on pages 47 to 49.
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DIRECTORS’ AND OFFICERS’ LIABILITY EERSABECZERE

Appropriate insurance cover on directors’ and officers’ AAFEHEZERSABECETEEE
liabilities has been in force to protect the Directors and officers ERE UNREEERAEESHREE
of the Group from their risk exposure arising from the business KREBEKELAZER-

of the Group.

CONTINUOUS PROFESSIONAL DEVELOPMENT EECEEHERR

OF DIRECTORS

According to the code provision A.6.5 of the CG Code, ZRD¥E AT 2 TFRHEAGS  FiB
all Directors shall participate in continuous professional EEELHEBEHERRE UBENEHN
development to develop and refresh their knowledge and skills EMEREE UNEREEEHESEZ
to ensure their contribution to the Board remains informed EEHNBERIBEEER - FRESFESE
and relevant. A summary of training records received by the ZROERBEA N ¢

Directors for the Year is set out as follows:

o

Attending
conference(s)/
training
course(s)/
seminars Reading and/or
relevant to updates relevant
the business, to the business,

directors’ directors’
duties or listing duties or listing
regulatory regulatory
requirements requirements
R
EEREWN EEEE S
ETEERE EERER

EHzEE LHEERE
BIRE BRHZIMBKRS

Directors BE= maE HEH
Executive Directors HITES
Mr. Bao Hongkai* B A - v/
Mr. Dong Cunling BFIREAE - v
Mr. Li Xiangfei FARESE - v
Mr. Sun Shusheng BREERE - v/
Mr. Zhang Yi SRR AE - v
Mr. Zhou Guangwen* BREX A - v/
Non-Executive Director FHITES
Mr. Li Chunyan FEERE v/ v
INEDs BYFHITES
Dr. Chen Renbao* PREEH L~ - v
Mr. Ma Wai Tong* BERERE v v
Mr. Ma Yueyong* BRERE v v
Mr. Kwan Wing Hung? B8 oKk fE o A v v
Mr. Ma Geng?* R - v
*  Resigned by the date of this report * RARRERBZAIREE
# Appointed after 31 December 2019 # R-_ZE—NF+_A=1+—BEEZT
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COMPANY SECRETARY

As at 31 December 2019, the Company Secretary of the
Company, Mr. Li Chun On (“Mr. Li"), fulfills the requirement
under Rules 3.28 and 3.29 of the Listing Rules. He has day-
to-day knowledge of the Company’s affairs. Mr. Li reports to
the Chairman and is responsible for advising the Board on
governance matters. For the Year under review, Mr. Li has
taken over 15 hours of relevant professional training.

CORPORATE SOCIAL RESPONSIBILITY

To enhance the business social responsibility and to improve
its result, the Group has always been dedicated to fulfilling its
social responsibility. In deciding the appropriate policies, the
Group takes into consideration the impact on the environment,
the community and its employees, The Group has objective
to achieve the balance between economic benefit and the
environmental protection, as well as sustainable development
for the entire community.

The Group will inform its employees about the environmental
protection information that they can utilise in their working
environment. It is a wish that with a concept to be developed
amongst the employees, the Group and the employees as a
whole can contribute in environment protection.

In addition to the normal remuneration packages entitled
to the employees, the Group has provided them with other
benefits, such as medical subsidies and insurance, etc., for
the purpose of giving them job security. This has cultivated
stronger sense of belonging to the Group for its employees
and created a working environment of high spirit.

SAFETY PRODUCTION AND ENVIRONMENT
PROTECTION

The Group has always paid great attention to production
safety and environmental protection in its coal and building
materials production. Thus, the Group makes great efforts in
promoting safety management and strengthening measures
for environmental protection, aiming at building itself into a
safety-oriented and environmentally-friendly enterprise.

Rosan Resources Holdings Limited Annual Report 2019
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RISK MANAGEMENT AND INTERNAL
CONTROL

It is the responsibility of the Board to ensure that the Company
maintains sound and effective internal controls to safeguard
the Shareholders’ investment and the Group’s assets at all
times. The Company has adopted a series of internal control
policies and procedures designed to provide reasonable
assurance for achieving objectives including effective and
efficient operations, reliable financial reporting and compliance
with applicable laws and regulations.

During the year, the Group engaged an external professional
consultant to review and assess its risk management and
internal control systems and report to the audit committee.
The review covered several parts of the systems including
risk management, and operational, financial and compliance
controls.

The Board, through the audit committee, has conducted a
review of the effectiveness of the Group’s risk management
and internal control systems for the year ended 31 December
2019 covering material financial, operational and compliance
functions, and is of the view that the effectiveness of the risk
management and internal control systems of the Group are
considered as effective and adequate.

Review of the Group’s internal controls covers major
financial, operational and compliance controls, as well as
risk management functions. The internal control system can
only provide reasonable and not absolute assurance against
material misstatement or loss, as they are designed to manage,
rather than eliminate the risk of failure to achieve business
objectives.

The Group’s risk management framework includes risk
identification, risk assessment, risk treatment and monitoring
and reviewing of the effectiveness of the measures. This
risk management framework is guided by the three-tier risk
management approach. At the first line of defense, business
units are responsible for identifying, assessing and monitoring
risks associated with each business or deal. The management,
as the second line of defense, defines rule sets and models,
provides technical support, develops new systems and oversees
portfolio management. It ensures that risks are within the
acceptable range and that the first line of defense is effective.
As the final line of defense, the audit committee of the
Company, with the professional advices and opinions from the
external professional consultant by whom internal audit work
of the Group was conducted on annual basis, ensures that the
first and second lines of defense are effective through constant
inspection and monitoring.

TRERBRSE

B b EE RSB

EECREEIHRARABRERERL2E
ME NP i IR IR E R A%
EEE-AQAFRIRT — R5 A IPELIREL
REEF BEEABERBYEE AN
BHERETFERBEREANEZRES
EHREE ©

FA-AEECDZE R BEXBR R
A REHE R R EE R AT R R A
REEEWRE -RIBET RONBET
H BEERBRERE URLE FBLRER

B

+ T-HLEFEASERREREN
NEBEIE RGO B RIEET TR BE
EXMEH - 2B RA BB URBAE
EREREERABEZERRTR DO AR

EBECZBGHEE-_T—NF
A=

> || 4

A ASENAMEEREEAME K
ERERES A KRR EIERIAE - AERE
ERGREMEEANRERM KB RER
HEEMIFBEMNRE  RELHERETA
RREE (MIEER) REEERER B IRH
[ 2

ALEREREEERSERRBER AR
AHAE - ELBR R IR K BB A KR A REHE i
R AL - BB EERE = AR RE R
EHRE-ERFE—EIR EBEMAERS
B A REBEEEXBIRX A
R BIREERE BUR  HIERRNE
A RERMS R REFRHEIEEES
EE -HERABRENAIEXIBEARNKLE
— B BRE - ERRE B ANQF
ERLZBSRIIRBEXER (BFYAE
BAREZTELETRS ERERER
RER BBBERENEEMERSE —
BNME B RA R

AEERERERAT 2019FF1K

27



28

Corporate Governance Report
TtxRERBHRSE

COMMUNICATION WITH SHAREHOLDERS
AND INVESTOR RELATIONS

The Board recognises the importance of good communication
with Shareholders. A Shareholders’ Communication Policy
setting out the Company’s procedure in providing the
Shareholders with prompt and equal access to information
about the Company, in order to enable the Shareholders to
access the Company’s overall performance, exercise their
rights in an informed manner and engage actively with the
Company. Information in relation to the Group is disseminated
to shareholders in a timely manner through a number of
formal channels, which include interim and annual reports,
announcements and circulars.

The general meetings of the Company provide a forum
for exchange of views between the Shareholders and the
Board. The Chairman of the Board, the Directors and senior
management of the Company and where applicable, the
INEDs, are available to answer questions at the shareholders’
meeting.

Separate resolutions are proposed at shareholders’ meetings
on each substantial issue, including the election of individual
Directors. Details of poll voting procedures are included in all
circulars to Shareholders which call for a general meeting and
are explained during proceedings of the meeting.

The Company continues to enhance communications and
relationships with its Shareholders and investors. Information
about the Company’s activities is provided in its interim and
annual reports, which are sent to Shareholders, analysts and/
or interested parties. Enquiries from Shareholders and investors
are dealt with in an informative and timely manner.

To promote effective communication, the Company also
maintains a website at http://www.irasia.com/listco/hk/rrhl, on
where extensive information and updates on the Company’s
business developments and operations, financial information,
corporate governance practices and other information are
posted.
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SHAREHOLDERS’ RIGHTS

Procedure for Shareholders to convene a special
general meeting

Shareholders can submit a requisition to convene a special
general meeting pursuant to Section 74 of the Companies Act
1981 of Bermuda (the “Act”). The number of Shareholders
necessary for a requisition shall be representing not less than
one-tenth of the Company’s paid-up capital as at the date of
requisition having the right to vote at the general meeting.

The written requisition must:
- state the purposes of the special general meeting;

- be signed by all the requisitionists (may consist of one
or several documents in like form each singed by one or
more requisitionists); and

- be deposited at the Company’s office in Hong Kong for
the attention of the Company Secretary.

- If the Directors do not within twenty-one days from the
date of the deposit of the requisition proceed duly to
convene a special general meeting, the requisitionists,
or any of them representing more than one-half of
the total voting rights of all of them, any themselves
convene a special general meeting, but any meeting so
convened shall not be held after the expiration of three
months from the said date.

Procedure for Shareholders to put forward proposals
at general meetings

Shareholders can submit a requisition to move a resolution at
an annual general meeting pursuant to Section 79 of the Act.

The number of Shareholders necessary for a requisition shall
be:

- representing not less than one-twentieth of the total
voting rights of all Shareholders having at the date of
requisition a right to vote at the meeting to which the
requisition relates; or

- not less than 100 Shareholders.
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The written requisition must:

- state the resolution, with a statement not more than
1,000 words with respect to the matter referred to in
the proposed resolution or the business to be dealt with
at the meeting;

- be signed by all the requisitionists (may consist of one
or several documents in like form each singed by one or
more requisitionists);

- be deposited at the Company’s office in Hong Kong for
the attention of the Company Secretary not less than
six weeks before the meeting in case of a requisition
requiring notice of a resolution and not less than
one week before the meeting in case of any other
requisition; and

- be deposited with a sum reasonably sufficient to
meet the Company’s expenses in giving notice of
the resolution and circulating the statements of the
proposed resolution to all Shareholder in accordance
with the requirements under the applicable laws and
rules.

Enquires to the Board

The Company’s website provides email address and telephone
to enable Shareholders to make any enquiries and concerns to
the Board. Shareholders may send their enquiries by post or
by email to the attention of the Company Secretary who will
direct the enquiries to the Board for handling.

CONSTITUTIONAL DOCUMENTS

There are no changes in the Company’s constitutional
documents during the Year.
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The Board is pleased to present the annual report and the
audited consolidated financial statements of the Company and
of the Group for the year ended 31 December 2019.

BUSINESS REVIEW AND PERFORMANCE

A review of the Group’s business for the Year is set out in the
sections headed “Chairman’s Statement” on pages 6 to 8 and
“Management Discussion and Analysis” on pages 9 to 14 of
this annual report. Principal financial risks and uncertainties
facing the Group are set out in note 45 to the consolidated
financial statements.

PRINCIPAL ACTIVITIES

The principal activities of the Group are (i) the production
and sale of coal and trading of purchased coal; (ii) production
and sale of building materials and (iii) leasing of aluminum
boundary wall moulds in the PRC.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2019
and the state of affairs of the Company and of the Group at
that date are set out on pages 50 to 220 of this annual report.

The Board does not recommend the payment of any dividend
in respect of the Year.

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group
for the last five financial years is set out on pages 4 and 5 of
this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment are
set out in note 15 to the consolidated financial statements.

MATERIAL ACQUISITIONS, DISPOSALS AND
SIGNIFICANT INVESTMENTS

Save as disclosed in note 41 to the consolidated financial
statements, the Group did not have any material acquisitions,
disposals and significant investments during the Year.
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SHARE CAPITAL

Details of the changes of Company’s share capital during the
Year, together with the reasons therefore, are set out in note
37 to the consolidated financial statements.

SHARE OPTION SCHEME

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants
who contribute to the success of the Group's operations.
Eligible participants (“Participants”) of the share option
scheme include any employee of the Company or any of its
subsidiaries (including any director of the Company or any of
its subsidiaries). The shareholders of the Company approved
the termination of the share option scheme adopted on 20
October 2004 (the “Old Scheme”) and adoption of the new
share option scheme (the “New Scheme"”) in place of the Old
Scheme at the annual general meeting on 27 May 2014. The
New Scheme became effective on 27 May 2014 and, unless
otherwise cancelled or amended, will remain in force for ten
years from that date until 26 May 2024.

Under the New Scheme, the board of directors of the
Company may at its discretion grant options to the Participants
to subscribe for shares provided that the total number of
shares which may be issued upon exercise of all options to be
granted under the New Scheme and any other share option
scheme(s) of the Company shall not in aggregate exceed 10%
of the shares in issue as at the adoption date. The maximum
number of shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under
the New Scheme and any other share option scheme(s) of the
Company shall not in aggregate exceed 30% of the shares in
issue from time to time.

Details of the said termination of the Old Scheme and
adoption of the New Scheme were also set out in the
Company’s circular dated 24 April 2014.

No share options were granted during the years ended 31
December 2019 and 2018. As at 31 December 2019 and
2018, the Company had no share options outstanding under
the New Scheme.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities on the
Stock Exchange during the Year.

PRE-EMPTIVE RIGHTS

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

EXCHANGE RISK EXPOSURE

The sales and purchases of the Group are predominantly in
RMB which is the functional currency of the related group
entities. The Board therefore is of the opinion that the Group’s
sensitivity to the change in foreign currency is low and the
Group does not hedge its foreign currency risk.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2019, the Group has a total of
approximately 916 employees located in Hong Kong and the
PRC. Salaries are reviewed annually with discretionary bonuses
being paid depending on individual performance. The Group
also provides other benefits including medical insurance and
pension funds. A share option scheme was adopted by the
Group on 27 May 2014 to enable the Directors to grant share
options to eligible participants including any employee of the
Group as incentive to their valuable contribution to the Group.

AUDIT COMMITTEE

The Company established an Audit Committee in accordance
with the requirements of the CG Code for the purposes of
reviewing and providing supervision over the Group’s financial
reporting process, internal controls and risk management.
The Audit Committee comprises three of the INEDs of the
Company. The members of the Audit Committee have
reviewed the consolidated financial statements of the Group
for the year ended 31 December 2019 and were of the opinion
that such statements comply with the applicable accounting
standards, the Listing Rules and legal requirements and those
adequate disclosures have been made.

CORPORATE GOVERNANCE REPORT

Details of the Corporate Governance Report are set out on
pages 18 to 30 of this annual report.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, the
Company has maintained the prescribed public float under the
Listing Rules throughout the financial year.

COMPLIANCE WITH LAWS AND REGULATIONS

During the Year, to the knowledge of the Board, the Group
had complied with the relevant laws and regulations that have
a material impact on the business of the Group in all material
aspects and there were no circumstances of material breach or
non-compliance of applicable laws and regulations.

RESERVES

Details of movements in the reserves of the Company and
of the Group during the Year are set out in note 38 to the
consolidated financial statements and in the consolidated
statement of changes in equity respectively.

DISTRIBUTABLE RESERVES

The distributable reserves of the Company as at 31 December
2019 and 2018 was nil. In addition, the Company’s share
premium account as at 31 December 2019, in the amount of
approximately HK$261.8 million (as at 31 December 2018:
approximately HK$261.8 million), can be distributed in the
form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

In the Year under review, the percentage of turnover
attributable to the largest customer and the five largest
customers of the Group accounted for 22.4% and 57.6%
respectively. The percentage of purchases attributable to the
largest supplier and the five largest suppliers of the Group
accounted for 26.6% and 52.0% respectively.

None of the Directors or any of their associates or any
Shareholders (which, to the best knowledge of the Directors,
own more than 5% of the Company’s issued share capital) had
any beneficial interest in the Group’s five largest customers and
suppliers.
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DIRECTORS

The Directors during the Year and up to the date of this report
are as follows:

Executive Directors:

Mr. Bao Hongkai (Chairman)
(appointed in April 2020)
Mr. Dong Cunling
Mr. Li Xiangfei
Mr. Sun Shusheng
Mr. Zhang Yi
Mr. Zhou Guangwen (resigned in April 2020)

Non-Executive Director:
Mr. Li Chunyan

INEDs:

Dr. Chen Renbao (resigned in January 2020)

Mr. Kwan Wing Hung (appointed in March 2020)
Mr. Ma Geng (appointed in March 2020)

Mr. Ma Wai Tong (resigned in December 2019)
Mr. Ma Yueyong (resigned in April 2020)

The Company has received annual confirmations of
independence from all INEDs and as at the date of this annual
report still considers them to be independent.

In accordance with bye-law 111 of the Company’s Bye-laws,
Mr. Bao Hongkai, Mr. Li Chunyan, Mr. Kwan Wing Hung and
Mr. Ma Geng will retire by rotation and, being eligible, will
offer themselves for re-election at the forthcoming AGM of the
Company.

DIRECTORS’ AND SENIOR MANAGEMENT'S
BIOGRAPHIES

Biographical details of the Directors and the senior
management of the Group are set out on pages 15 to 17 of
this annual report.

DIRECTORS’ SERVICE CONTRACTS

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

-
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DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in notes 12 and 43 to the consolidated
financial statements, no director of the Company had a
material interest, either directly or indirectly, in any contract
of significance to the business of the Group to which the
Company or any of its subsidiaries was a party during the Year.

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITION IN THE
SECURITIES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 31 December 2019, the interests and short positions of
the Directors and the chief executive of the Company in the
shares, underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part XV of
the Securities and Futures and Ordinance (the “SFO")) which
were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they were taken
or deemed to have taken under such provisions of the SF0);
or were required, pursuant to Section 352 of the SFO, to be
entered in the register referred to therein; or were required,
pursuant to the Model Code contained in the Listing Rules, to
be notified to the Company and the Stock Exchange, were as
follows:

(a) Long positions in the ordinary shares of the

EERNENT 2R

Brira M MR M1 2 A3 B EE &S
FRABEARBESHELEARRKEEMA
MEBARMILHARBEERBHEEAL
FAENTREAEKIEREN R -

EERTHRABRALAREM
%%EZ%%¢%EZ%§&%

B

R-ZE—hAhF+_A=+—H EFLEAK
ARITRBENARG REBEEE (F
ERBHFRHEKRN ([RERPEKEH])
EXVER) 215 - AR REFTRHEEEA
BIEBH M B EEHI BEXVIRET R85 340
GARAKBRAM(BREEEREES X
HERAI 2 ZEBRXEEEXIRBER 2
BEHIAR)  HABARRRREESF K
BB EI2HETFE 2 &R iRk £
MR LT AR EZEITEERSZ
ZHETAIEME AR R MBSk
KRBT

(a) RAEQXFEBERFPZHA

Company
Approximate
Number of percentage
Number of underlying of shares
Name of Directors Nature of interest shares shares shareholdings
IR
EEnR EENE KRB MEERDHE BMOBDHE
Mr. Dong Cunling Personal interest 540,000 - 0.05%
EFREE B AR =
Mr. Li Xiangfei Personal interest 100,000,000 - 9.61%
FEMRE & (PN ¥4
Mr. Sun Shusheng Personal interest 3,432,000 - 0.33%

REEERE

(EPN:

Rosan Resources Holdings Limited Annual Report 2019



Save as disclosed above, none of the Directors and chief
executive of the Company had any interest or short position in
the shares, underlying shares and debentures of the Company
and its associated corporations (within the meaning of Part
XV of the SFO) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have taken under
such provisions of the SFO); or were required, pursuant to
Section 352 of the SFO, to be entered in the register referred
to therein; or were required, pursuant to the Model Code
contained in the Listing Rules, to be notified to the Company
and the Stock Exchange as at 31 December 2019.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS IN SHARES

So far as was known to the Directors or chief executive of the
Company, as at 31 December 2019, the person, other than
the Directors or chief executive of the Company, who had an
interest or short position in the shares or underlying shares as
recorded in the register required to be kept under section 336
of the SFO were as follows:

e
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(@) Long positions in the shares

RO FZHR

Approximate
Number of percentage of

Name of Shareholders Capacity shares shareholdin
i
BRREE KA 514 i &vig 4= BABE DL
(1) Retop International Investment Beneficial Owner 241,400,000 23.21%
Limited (note 1) . o
BRI ERR AR (MiF1) Exm#EAA
(2) Vestfoco International Investment Interests in controlled 241,400,000 23.21%
Li\mited (“Vestfoco") (note 1) __corporation
HSBEBRREARAR ([£8]) ZEEBE#S
(Krax1)
(3) Mr. Bao Hongkai (“Mr. Bao”) Interests in controlled 241,400,000 23.21%
(notem1) /corporatﬂibon/
Bkl ((B%kE]) 5 % Al 2
(KiaE1)
Beneficial Owner 675,000 0.06%
EmEB A
(4) Mr. Li Yupeng (note 2) lien/echiaI Owner 71,000,000 6.83%
TERLE (FiE2) EnlEE A
(5)  Minan Holding Limited Beneficial Owner 127,500,000 12.26%
(note 3) o
(K1zE3) EmEAA
(6) Mr. Zhang Xinzhi (note 3) Interest in controlled 127,500,000 12.26%

corporation

SRS A (M 3E3) XA EERS

Retop International Investment Limited is beneficially
and wholly owned by Vestfoco of which Mr. Bao is
the sole beneficial owner. Accordingly, Vestfoco and
Mr. Bao are deemed to be interested in the shares of
the Company held by Retop International Investment
Limited.

Mr. Li Yupeng is independent and not related to the
Board or management of the Company.

Minan Holding Limited is beneficially and wholly
owned by Mr. Zhang Xinzhi. He is not related to the
Board or management of the Company.

Save as disclosed above, no persons had an interest or
a short position in the shares and the underlying shares
as recorded in the register required to be kept under
section 336 of the SFO.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed above, at no time during the Year were rights
to acquire benefits by means of the acquisition of shares in or
debentures of the Company granted to any of the Directors
or their respective spouse or minor children, or were any such
rights exercised by them; or was the Company or any of its
subsidiaries a party to any arrangement to enable the Directors
to acquire such rights in any other body corporate.

PENSION SCHEME AND COSTS

Details of the Group's pension scheme and the employer’s
pension costs charged to the consolidated income statement
for the Year are set out in notes 8 and 11 to the consolidated
financial statements, respectively.

In the opinion of the Board, the Group had no significant
obligations for long service payments to its employee pursuant
to the requirements under the Employment Ordinance,
Chapter 57 of the Laws of Hong Kong, at 31 December 2019.

CONNECTED TRANSACTIONS

On 30 December 2019, the Company has completed a
connected transaction (as defined under Chapter 14A of
the Listing Rule) in relation to the disposal of a subsidiary
the Company to a substantial shareholder. Details of
the transaction has been disclosed in the note 41 to the
consolidated financial statements.

Save as disclosed above, the Group has not conducted
any “connected transaction” or “continuing connected
transaction” which is subject to reporting and annual review
requirements under the Listing Rules. The transactions
disclosed in note 43 to the consolidated financial statements
as related party transactions did not fall under the definition
of “connected transaction” or “continuing connected
transaction” (as defined under Chapter 14A of the Listing
Rules).

DIRECTORS’ INTERESTS IN A COMPETING
BUSINESS

No Directors are considered to have interest in any business
which is likely to compete directly or indirectly with that of the
Group.

DONATIONS

During the year, the Group have made charitable and relief
donations of approximately HK$851,000 (2018: 606,000).
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CONTINGENT LIABILITIES

The Group did not have any contingent liabilities as at the 31
December 2019.

CLOSURE OF REGISTER OF MEMBERS

The 2020 Annual General Meeting (the “2020 AGM") of
the Company is scheduled on Wednesday, 17 June 2020. For
determining the entitlement to attend and vote at the 2020
AGM, the register of members of the Company will be closed
from Thursday, 11 June to Wednesday, 17 June 2020, both
days inclusive. In order to be eligible to attend and vote at
the 2020 AGM, all transfers of shares, accompanied by the
relevant share certificates, must be lodged with the Company’s
share registrar in Hong Kong, Tricor Tengis Limited, at Level
54, Hopewell Centre, 183 Queen’s Road East, Hong Kong, for
registration no later than 4:30 p.m. on Wednesday, 10 June
2020.

MANAGEMENT CONTRACTS

No contract concerning the management and administration
of the whole or any substantial part of the Company’s business
was entered into or existed during the Year.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Articles of Association, a permitted
indemnity provision as defined in the Hong Kong Companies
Ordinance was in force for the benefit of the Directors during
the Year.

FUND RAISING ACTIVITIES IN THE PAST
TWELVE MONTHS

The Group did not carry out any fund raising activity in the
past twelve months.

EVENTS AFTER THE END OF THE REPORTING
PERIOD
Save as disclosed in note 47 to the consolidated financial

statements, the Group did not carry out significant events after
31 December 2019 and until the date of this report.
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AUDITOR

The consolidated financial statements have been audited by
Moore Stephens CPA Limited who retire and, being eligible,
offer themselves for re-appointment. A resolution for the re-
appointment of Moore Stephens CPA Limited as auditor of the
Company is to be proposed at the 2020 AGM.

Bao Hongkai
Chairman

13 May 2020,
Hong Kong
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Independent Auditor’s Report
| & B A RS

K| MOORE

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

OPINION

We have audited the consolidated financial statements
of Rosan Resources Holdings Limited and its subsidiaries
(together, the “Group”) set out on pages 50 to 220, which
comprise the consolidated statement of financial position as at
31 December 2019, and the consolidated income statement,
the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 31 December 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 disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs"”) issued by the HKICPA.
Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We
are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (the “Code”), and
we have fulfilled our other ethical responsibilities in accordance
with the Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our
opinion.
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Independent Auditor’s Report

MATERIAL UNCERTAINTIES RELATED TO
GOING CONCERN

We draw attention to note 3.1 to the consolidated financial
statements which indicates that the Group incurred a
consolidated net loss of approximately HK$107,449,000
for the year ended 31 December 2019 and, as of that
date, the Group has net current liabilities of approximately
HK$412,721,000 and a capital deficiency of approximately
HK$83,570,000. As at 31 December 2019, the Group's
outstanding borrowings of approximately HK$248,980,000,
which included bank loans of approximately HK$147,014,000,
amounts due to shareholders of the Company of
approximately HK$1,337,000 and certain cash advanced from
a family member of a substantial shareholder of the Company,
a non-controlling shareholder of a subsidiary of the Company,
a company controlled by a substantial shareholder of the
Company and an individual of approximately HK$100,629,000
(included in other payables), are due to repayment within one
year from the end of the reporting period or repayable on
demand.

These conditions indicate the existence of material
uncertainties that may cast significant doubt on the Group’s
ability to continue as a going concern. Our opinion is not
modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters. In addition to the matter described in the
Material Uncertainties Related to Going Concern section, we
have determined the matters described below to be the key
audit matters to be communicated in our report.
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KEY AUDIT MATTERS (continued)

Key audit matters

BEESTER

BERETEE(F)
How our audit addressed the key audit matter

EENENNAEERREITSZH

Impairment assessment of non-financial assets

FEMEERE

(Refer to notes 3.12, 4(iv), 15 to 20 to the
consolidated financial statements)
(BL2BRAEMBEHRARNFES. 12 * 4(v) » 15220)

The management of the Company had performed
impairment review in accordance with Hong Kong
Accounting Standard 36 Impairment of Assets
in relation to the Group’s coal mining operation
and boundary wall moulds business, which are
considered by the management as two different
cash-generating units (“CGU") respectively. The
Group had recognised an impairment loss of
approximately HK$33,921,000 for the year ended
31 December 2019, allocating to the net carrying
amounts of property, plant and equipment of
approximately HK$995,000 and mining rights of
approximately HK$32,926,000, in respect of the
CGU of coal mining operation.

ERFIEREERREBEAERFI6H [ EE
HEIE ESEENORKBARERLERERSE
BETREN G ZEXBREZEED MR LA™
BErRNREEFSEMG ([REEEEM]) - &
SEERBE_ZT-NF+_A=+—HILFE
TR EEE£733,921,0008 7T 7 Bl E Bk F
EBBRCELABL2YE BEIREBNHREE
JH R #9995,000/%8 7T N FRAERE £932,926,0007% 7T ©

The recoverable amount of the CGU was
determined based on higher of value-in-use or
fair value less cost of disposal, which requires
significant management’s judgements concerning
the estimated future cash flows.
REELBEUNANEBENEREREERRD
FERLEXAR (UBRSERE)EET FTEERE
Bt RIRR S REBIEL ERHIE -

Accordingly, we have identified management’s
impairment assessment of the CGU as a key audit
matter.

At EFHEREURSELEMARMETG
BRl R —HERETZE
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Our key procedures to address the matter included:

BEERREZFEMRDNEIERFEE:

— Discussed with the management of the

Company and the independent valuer engaged
by the Company (the “Valuer”) regarding the
reasonableness of the valuation methodology being
adopted;

B SEAREEREER BEARZREAE (G ER
(TEEED ) ST TR (R E T EN S IR 1L

- Discussed with the management of the Company

and the Valuer and the assumptions and inputs
used in determining the recoverable amounts
of the CGUs, respectively, and challenged the
reasonableness and relevance of key assumptions
and inputs based on our knowledge of the business
and industry;

H BRARERERGEMOFFNREERSES
BurEeBEMANRIZEERBA  BREESE
HEBRITENTH BERFZRELEHBAD
BB RN

- Checked the allocation of impairment loss amongst

assets within the CGU in accordance with the
applicable accounting standard; and
BREBEERETER RERCEFBEUANEE R
BEEBESRER: &

—  Assessed the objectivity, competency and

experience of the Valuer.
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Key audit matters
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REEITEE(4)

How our audit addressed the key audit matter

EENENAEERREITEE

Impairment assessment of accounts and bills
receivables

FE W R =R B R 4B 2 BB RF (G

(Refer to notes 3.15, 4(iii), 26 and 45(a) to the
consolidated financial statements)
(FB2HIRE VMR MIFES 5 4G 26 &
45(a) )

As at 31 December 2019, the Group had gross
accounts and bills receivables amounting to
approximately HK$126,328,000. The Group had
recognised an expected credit loss (“ECL"”) on
accounts receivable amounting to approximately
HK$16,173,000 during the year ended 31
December 2019.

R_ZB-—NF+_A=+—H EBEEEHNEWK
R R R IRAETEL /5126,328,0008 7T - RELE =
TE-NEF+ZA=+—HLFE EBESEEH
U EFERBHEEEE ((AHEEHE] D
16,173,000/ JT °

The ECL assessment on accounts and bills
receivables is considered to be a matter of
most significance as it requires the application
of significant judgement and use of subjective
assumptions by management. The management
of the Company believed that the methodologies
and inputs used in estimating ECL are appropriate
and best reflects the Group’s exposure to credit
risk. These models and assumptions relate
to the future macroeconomic conditions and
debtors’ creditworthiness. The ECL assessment
requires significant management’s judgements.
Accordingly, we have identified management’s
ECL assessment as a key audit matter.

HEUWEARRBEZAREEERTAHEERE
AEE AEFEZERERAERABREAE
Bk BRREEERR LEHEEEE
RATERZ A EREHNBABEE K E5E
AR GERARR ZERBK - ZHFRN KREHE
AREZEKBRARBEEAGCGERE -ABEE
BEMEFEEZEEBELERALE - B &5
gﬁE@%ﬁiﬁﬁﬁ%@ﬂéﬂﬁ%&%ﬂ%—Iﬁﬁaiﬁgﬁ

I8 o

Our key procedures to address the matter included:
EERBREZFEMRBONEIZREFEEE:

Discussed with the management of the Company
the reasonableness and relevance of the
methodologies, inputs and assumptions adopted in
performing the ECL assessment;

B BRRERENmETRBEEBENEMK
M2 IE BB ARRZNHEEEREENT

Obtained an ageing analysis of the accounts
and bills receivables from the management of
the Group and tested the accuracy of ageing of
accounts and bills receivables at year end to the
underlying invoices on a sample basis;

®t BEEEEFRERERURRLZBENRRDNT
NHEOHAFREYRREZBENRK EEEESE
B ZEREME

Challenged the management’s ECL assessment
regarding long outstanding and overdue accounts
and bills receivables;

EREEBHRMARER NAHEVRRLRZED
BHEEEBRN G

Checked, on a sample basis, inputs used by the
management in the ECL assessment against
the source data (e.g. historical information and
observable external data); and

mMEREEEENABEEBENEEANE R
ABREUR (FIE L BRI RATBRINBEIR) : &

Assessed the adequacy of the ECL recorded by
reviewing subsequent settlements after the year
end and related correspondence with customers
about expected settlement dates.

FREHFERENEELEURREP EHATERLE
HRMBNERERAESE TATEREEEENT

D e
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INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS AND
AUDITORS REPORT THEREON

The directors of the Company are responsible for the
other information. The other information comprises all the
information in the Group’s 2019 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 the other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of the consolidated financial statements that give
a true and fair view in accordance with HKFRSs issued by the
HKICPA and the disclosure requirements of 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 of the Company assists the directors in

discharging their responsibilities for overseeing the Group’s
financial reporting process.

Rosan Resources Holdings Limited Annual Report 2019
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Independent Auditor’s Report

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
solely to you, as a body, in accordance with Section 90 of the
Bermuda Companies Act 1981, and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always
detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

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

o 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.

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

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.
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M % B R

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

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 @ manner that achieves fair presentation.

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 of the Company
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 of the Company 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.

Rosan Resources Holdings Limited Annual Report 2019
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Independent Auditor’s Report

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

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

Moore Stephens CPA Limited
Certified Public Accountants

Leung Yu Ngong
Practising Certificate Number: P06734

Hong Kong, 13 May 2020
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Consolidated Income Statement

For the year ended 31 December 2019 #HZE_—ZFE—NF+-A=+—HIFZF

2019 2018
Notes HK$'000 HK$'000
—E-hE —E-)N\F
Kt it FET FABTT
Revenue e 6 504,536 961,440
Cost of sales FizR=FD %N (459,925) (901,900)
Gross profit EH 6 44,611 59,540
Other income and gains HMKA KRGz 6 118,867 55,743
Selling and distribution expenses  $H% K& 7 85 2 (37,370) (37,605)
Administrative expenses TR (92,320) (90,143)
Other expenses Hix (5,603) (4,276)
Finance costs Bf 75 & A 7 (84,526) (101,514)
Share of results of associates ELEE = R R EE (1,692) (12,826)
Share of results of a joint venture B —EA S DEHELE 23 51
Net impairment loss on financial 4 ®RMEERESNEEY
and contract assets VERIEN SRR 45(a) (18,590) (9,626)
Impairment loss on property, plant ¥)% & k& &2
and equipment VRI= SR 15 (995) (5,693)
Impairment loss on mining rights A& 2 B E & B 19 (32,926) (8,544)
Loss before income tax MRS HAIEER 8 (110,521) (154,893)
Income tax credit FrigfiE 2 9 3,072 2,261
Loss for the year FRER (107,449) (152,632)
Loss for the year attributable FE{EFREIE:
to:
Owners of the Company KAREA A (99,922) (142,747)
Non-controlling interests FEFE IS E 25 (7,527) (9,885)
(107,449) (152,632)
Loss per share attributable to ZAAFEEAEBGERER
the owners of the Company
— Basic and diluted (HK cents) —EARREE (BL) 10 (9.606) (13.747)
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Consolidated Statement of Comprehensive Income

REEZEHBER

For the year ended 31 December 2019 #HZE_—ZFE—NF+-A=+—HIFZF

2019 2018
HK$'000 HK$'000
—E-NE —T—\F
FHET FETT
Loss for the year FRER (107,449) (152,632)
Other comprehensive income/ FRHEMEEKE  (FE)
(loss) for the year
ltems that may be reclassified HERENOEERHR A
subsequently to profit or loss: H :
Exchange differences on BMEBINEBM B HREZE
translation of financial HER:
statements of foreign
operations:
— subsidiaries oG] 11,502 14,109
— a joint venture ——fEEEDRE (104) (326)
— associates e /N (1,713) (5,156)
Item that will not be reclassified to Eg TS EFH B E2ER2IE
profit H :
or loss:
Change in the fair value BEATFEAEMEEKE
of equity investments at RIEREZ A TEES
fair value through other
comprehensive income - 8
Share of other comprehensive FEAG — R B2 A 72E1’r|ﬂi
(loss)/income of an associate m (EE) /HSZ (19,443) 16,090
Other comprehensive (loss)/income ERE 2 mE (E1E) WS
for the year, BRI 18
net of tax (9,758) 24,725
Total comprehensive loss FR2MEELAE
for the year (117,207) (127,907)
Total comprehensive loss EEEHEHEBRAERE:
attributable to:
Owners of the Company KAREE A (104,157) (116,642)
Non-controlling interests FEPE AR ME S (13,050) (11,265)
(117,207) (127,907)
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Consolidated Statement of Financial Position

w5 B AR R

As at 31 December 2019 R =

F-NF+=A=+—4

2019 2018
Notes HK$'000 HK$'000
—E-NEF —\F
K at FHET AT
ASSETS AND LIABILITIES EEREE
Non-current assets ERBEE
Property, plant and equipment L IEN S & ] 15 189,577 396,187
Prepaid land lease payments JE £ AR E 8 16 - 66,197
Right-of-use assets ERAEEE 17 65,763 -
Goodwill EES 18 - -
Mining rights g 19 131,861 293,917
Other intangible assets HithEZEE 21 695 623
Interests in associates REEE RN A 2 s 22 - 100,046
Interest in a joint venture R—EeErE s ER 23 - 5,973
Financial assets at fair value BAFEFAEMMEZERE 2
through other comprehensive TREE
income 24 - 682
Deferred tax assets EEFRIEE = 36 3,148 =
391,044 863,625
Current assets RBEE
Inventories Fe 25 16,137 24,849
Accounts and bills receivables and JEWBEF R EE LA NEE
contract assets 26 96,249 454,569
Prepaid land lease payments A T A EFIE 16 - 1,506
Prepayments, deposits and other  JE{I 318 &4 &
receivables H B W FRIE 27 19,985 24,480
Tax recoverable A] Y B 7 : 8,081 9,433
Pledged and restricted bank B R R H 8 |RITER
deposits 28(a) - 656,651
Cash and cash equivalents He MRS ZEEIER 28(b) 15,904 35,789
156,356 1,207,277
Current liabilities REBAaE
Accounts and bills payables ERBEREARERE 29 32,456 658,132
Amount due to an associate JFE At — 6%%“ A IE 22 - 14,640
Amounts due to shareholders JE 15 I R 3K 30 1,337 9,135
Other payables and accruals H b e 5 IE&FEHFLE?FH 31 363,647 551,447
Provision for reclamation FZE & A B R
obligations 32 24,001 100,164
Lease liabilities HEAE 33 622 =
Bank and other loans RITREMER 34 147,014 762,200
569,077 2,095,718
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Consolidated Statement of Financial Position

e 0RO R

As at 31 December 2019 R-_ZFE—hF+_-_A=1+—H

2019 2018
Notes HK$'000 HK$'000
—E-hEF —FT-N\F
Kat FHET FHETT
Net current liabilities REBAEEFEE (412,721) (888,441)
Total assets less HEERRBEE
current liabilities (21,677) (24,816)
Non-current liabilities kRBERE
Loans from shareholders RERREX 30 57,235 54,491
Lease liabilities HEESE 33 43 =
Bank and other loans RITREMER 34 - 78,364
Deferred income EEWA 35 2,316 3,142
Deposit received 2iiEe 31 2,299 2,165
Deferred tax liabilities ELERIEAE 36 _ 489
61,893 138,651
Net liabilities EEFE (83,570) (163,467)
EQUITY % A< £ 25
Share capital % 7 37 104,017 104,017
Deficit in reserves 1 15 JE5 At 38(a) (189,992) (209,671)
Deficiency attributable to the AKX FHEHE AL = &4
owners of the Company (85,975) (105,654)
Non-controlling interests FEERER 2,405 (57,813)
Capital deficiency BB A (83,570) (163,467)

The consolidated financial statements on pages 50 to 220
were approved and authorised for issue by the Board of
Directors on 13 May 2020 and are signed on its behalf by:

Bao Hongkai
L
Director

EF

FESOREFEN0ENGEEMBRELES
ER-_TE-TFRAA+T=RAHRERKET
T WHATALTREREE

Dong Cunling
EFR
Director

EF
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2019 #HZE_—ZFE—NF+-A=+—HIFZF

Attributable to the owners of the Company

ARAER AEl
Capital Exchange Statutory Non-
Share Share  redemption Other  Contributed ~ fluctuation Capital reserve  Accumulated controlling Capital
capital  premium*  reserve*  reserves*  surplus* reserve* reserve* fund* losses* Total interest  deficiency

foe3)  (oeal)  (oesgel)  (oeBali)  (oeSSell)  (oesSel)  (ote3ali) (note3sfal)

HKS000  HKS'000  HKS000  HK$'000  HKPO0D  HKS00D  HKSOOO  HKSOOD  HKS000  HKS000  HKS'000  HK$'000
s i ¥t i

BE BitEE BE ZbEE 8ARR B SRR MRS ZHEE Bt ARENE AR

(Hicts7) (Hiet3sh) (esseli) (Kezsselin) (Htsselh) (Weessel) (Hictssei) (ietssata)

TEL TR TR T TR TAL TR TAm TR T TEr TR

Balance at 1 January 2018 RZZ-NE-F-REH 7267 235334 50 66,566 641 136,686 040 1398 (117364) (454500 (2,008  (117,458)

Loss for the year EnEE - - - - - - - - (142741 (2747) (9885 (152,632)

Other comprehensive incomef(loss)  £AEt2ERE/ (FH)
for the year

Exchange differences on translation & EHEHREZER
of finanial statements of foreign ~ %%

operations

- subsidiaries -KEAA - - = = = 16,550 - - - 16,550 (2,441) 14,109

- ajoint venture ——HAdhE - - - - - 293) - - - (293) (33) (326)

- assocates -BERR - - - - - (4,641) - - - (4,641) (515 (5,156)
Share of other comprehensive B -EBLARZEMEE

income of an associate [5g - - - 14,481 - - - - - 14,481 1,609 16,090

Change in fair value of equity ~ RATEFAL2 AN
investments at fair value through ~ RARE 2 ATELE
other comprehensive income - - - 8 - - - - - 8 - 8

Total comprehensive incomellloss) M2 ERE/ (F8) 4%
for the year - - - 14,489 - 11,616 - - (142,747) (116,642) (11,265 (127,907)

Additions through acquision of ~ EBKEHBARFE

subsidiaries (note 40) (H1:t40) - - - - - - - - - - 20,649 20,649
Capital injection from FERERTE

non-controlling interests - - - - - - - - - - 4757 4757
Disposal of a subsidiary HE-FNEAR = = = = = - - - - - 54 54

Deemed capital contribution arising BfEREHERBEERE

from non-current interest-free &2 A (Ai£30)

shareholders' loan (note 30(6)) = = - I8 - - - - LS - TIE
Shares issued in consideration for ~ FUEMBAAMETRE

the acquisition of subsidiaries Wt (Hiit37a)R40)

(notes 37(a) and 40) 12,750 6,503 - - - - - - - 19,253 - 19,253
Issuance of shares pursuant BEZBSREARE

to the subscriptions** (B 37(6) R 38a)ii))

(notes 37(b) and 38(a)(ii) 20,000 20,000 - (20,000) - - - - - 20,000 - 20,000
Transfer from other reserves e EEER - - - (13629 - - - - 13,628 - - -
At31 December 2018 RoB-NEtZAZt-R 104007 2618 0 662 61 1B 240 IBIB  B6AY) (564 (51813 (163460)
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For the year ended 31 December 2019 # 2

_—v

Consolidated Statement of Changes in Equity

Attributable to the owners of the Company

— E=
=

RERBEED X

—NF+_A=1+—HILFE

LINGE PN, 1
Capital Exchange Statutory Non-
Share Share  redemption Other Contributed fluctuation Capital ~ reserve Accumulated controlling Capital
capital premium*  reserve*  reserves*  surplus*  reserve*  reserve* fund* losses* Total interest deficiency
(note 37)  (note38a)  (note38el)  (hote3Rali)  (note38El)  (rote3BaNi)  (rote3BaNid)  (rote3SiaNi)
HKS'000  HKS'000  HKS'000  HKS000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HKS'000  HK$'000
ey [ EXRE ERRE
k& ROEE* fifr  HbRE  SABH R ERGRE  OEE  ZitER B FRENS  EAEM
(zn)  (Wessan)  (Hietssalin)  (Actssalin) (Hcssali)  (Wdssak) (Hicsslin) (Asgaki))
Tin Tin Tin T T Tirn T T Thn Tin Tin Tin
Balance at 1 January 2019 REB-AE-A-RER 100017 261,837 50 64,612 641 148,302 2748 133928  (846,483)  (105,654) (57.813)  (163,467)
Loss for the year EREE - - - - - - - - (99922) (99,922 (7527)  (107,449)
Other comprehensive incomef(loss)  EAE M2 TR/ (FH8)
for the year
Exchange differences on translation #8355 ¥ %8 &%
of financial statements of foreign ~ ZE X Z%E:
operations
- subsidiaries -KEAR - - - - - 14,917 - - - 14917 (3.415) 11,502
- ajoint venture -—HaELE - - - - - (94) - - - (94) (10) (104)
- associates ~BERE - - - - - (1,559) - - - (1,559) (154) (1,113)
Share of other comprehensive  FEfE—RBAAT 224
income of an associate 2ANE - - - (17499 - - - - - (17,499 (1,944)  (19.483)
Total comprehensive incomellloss) M2 ERE/ (58) 4%
for the year - - - (17,499 - 13,264 - - (99,922) (104,157 (13,050 (117,207)
Capital injection from HERER TE
non-controlling interests (Hie)
(note 14(c)) - - - - - - - - - - 335 335
Deemed capital contribution from a B {ERER K EHBA AN
shareholder arising from disposal B4 218 (Aéia1)
of subsidiaries (note 41) - - - 184319 - (60,483) - - - 12383 72,933 196,769
Transfer upon disposal of REEHBARE 8%
subsidiaries - - - (40,264) - - - (133928 174192 - - -
Transfer to other reserves ERETHHEE - - - 10,336 - - - - (10,336) - - -
At 31 December 2019 RZZ-AFETZA=1-R 104017 261,837 50 201,504 641 101,083 2748 - (782549)  (85,975) 2,405 (83,570)
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Consolidated Statement of Changes in Equity
mEREaRgB X

For the year ended 31 December 2019 #HZE_—ZFE—NF+-A=+—HIFZF

Notes:

* *

These accounts comprise the consolidated deficit in reserves
of approximately HK$189,992,000 (2018: approximately
HK$209,671,000) in the consolidated statement of financial
position.

Included in the amount represented deposit of approximately
HK$20,000,000 received from Retop International Investment
Limited before the year ended 31 December 2017, an entity
indirectly wholly owned by Mr. Bao Hongkai, a substantial
shareholder of the Company, for the subscription of ordinary
shares of the Company which was completed on 3 January
2018. Such amount was recorded in “Other reserves”. Upon the
completion of the subscription, such amount was reversed and
formed part of share capital and share premium.

Rosan Resources Holdings Limited Annual Report 2019
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Consolidated Statement of Cash Flows

RERETRER

For the year ended 31 December 2019 #HZE_—ZF—NF+-A=+—HIFZF

2019 2018
Notes HK$'000 HK$’000
—E—-hEF —ZE-N\F
HtaF FERT FET
Cash flows from operating RETHZHRERE
activities
Loss before income tax BRET1S T A BT 18 (110,521) (154,893)
Adjustments for: FHEEIER -
Share of results of associates EIRERE N B ELE 1,692 12,826
Share of results of a joint venture  fE{E—EAa S DEEE (23) (51)
Finance costs B & 7 84,526 101,514
Discount at inception of BliRE 2 VIEITIRE
deposit received 6 - (2,458)
Amortisation of mining rights TRAE e Y 8 6,464 7,805
Amortisation of other HMER & E
intangible assets 8 134 80
Amortisation of prepaid TEf L AR E AT R 5
land lease payments 8 - 1,569
Amortisation of deferred income  JRIELUL A 5 35 (783) (1,115)
Write-down of inventories FEMR 8 997 56
Net impairment loss on financial ~&REERANEBEZ
and contract assets BEEIRFER 45(a) 18,590 9,626
Impairment loss on property, plant #1% « = & &RE 2
and equipment BEEE 15 995 5,693
Impairment loss on mining rights  £EEHE 2 BiE G E 19 32,926 8,544
Interest income B U A 6 (53,544) (2,296)
Depreciation of property, plant Y WREMERETE
and equipment 8 62,048 59,332
Depreciation of right-of-use assets {FAEZEEFNE 8 2,845 =
Loss on disposals of property, HEME  BELREZ
plant and equipment, net EiR R 8 70 95
Gain on bargain purchase arising  WEMERARIEL 2
from acquisition of subsidiaries #ERESR 6 - (2,629)
Gain on disposal of a subsidiary HE—FNBARZF%E 6 - (62)
Provision for FZRE AEHE
reclamation obligations 32 4,556 6,087
Reversal of provision for central BRI R IR EHEl 2 B
pension scheme 6 (24,110) (24,533)
Operating profit before working ~— &iE& & & B)ATAL &% A
capital changes 26,862 25,190
Increase in inventories FEE (1,592) (2,300)
Increase in accounts and bills JEUBRA N EENAREE
receivables and contract assets hrechyil (150,021) (224,679)
(Increase)/decrease in prepayments, FE{70IE 374 K& E fib fE U
deposits and other receivables 8 (3%hn), (369,964) 297,350
Decrease in accounts and bills JE - BR 3k 2 2248 R
payables (259,242) (185,504)
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Consolidated Statement of Cash Flows

mERETRER

For the year ended 31 December 2019 #HZE_—ZFE—NF+-A=+—HIFZF
2019 2018
Notes HK$'000 HK$'000
—E-AF —N\F
HtaE FET FHTT
Increase in other payables and H {th pE A R IE K FE 5T 2 FR 3 00
accruals 404,146 80,044
Deposit received e & - 4,554
Cash used in operations KB FTRIR S (349,811) (5,345)
Interest received EH B 6 53,544 2,296
Interest paid A F8 7 (80,539) (92,692)
Income tax paid B ATISH (339) (665)
Net cash used in operating KRBT ARSI F R
activities (377,145) (96,406)
Cash flows from investing REFZHZHERE
activities
Purchases of property, plant and B EW¥  HE kRHE
equipment 15 (10,080) (32,613)
Purchases of other intangible BEEMELEE
assets 21 (218) (730)
Proceeds from disposal of property, HEWZE BE MREFTS
plant and equipment FUE 171 55
Net cash inflow on acquisition of  WEEH B AR ZH &R AEEE
subsidiaries 40 - 19,586
Net cash outflow on disposal of HERBARIZIR SR F58
subsidiaries 41 (24,452) (55)
Decrease/(increase) in pledged and 230 & 2R #IH9R1T1E K
restricted bank deposits w3 h0) 425,740 (74,771)
Net cash generated from/(used in) & EENFFS (FFA)IRE
investing activities R 391,161 (88,528)
Cash flows from financing METHZHERE
activities
Capital injection from non- IEERER TR
controlling interests 14(c) 335 4,757
Proceeds from issuance of share BTN 2 TS 5IE
capital 37(b) - 20,000
Proceeds from bank loans IRITEFZ TS FIA 859,145 207,618
Repayments of bank loans fa BIRTTER (827,857) (182,704)
Proceeds from other loans Hih BT ERIE 5,671 201,975
Repayments of other loans fa @Eﬁﬂfﬁm (196,738) (37,584)
Proceeds from loans from KERRER ZFTEEIE
shareholders - 94,800

Rosan Resources Holdings Limited Annual Report 2019



Consolidated Statement of Cash Flows

RERETRER

For the year ended 31 December 2019 #HZE_—ZF—NF+-A=+—HIFZF

2019 2018
Notes HK$'000 HK$'000
—E-AF —ZT-)N\F
HtaF FERT FHTT
Repayments of loans from REREEERZASHIE
shareholders - (29,660)
Capital element of ENHEERE 2 EALD
lease rentals paid (1,402) -
Interest element of BENHERe 2F B
lease rentals paid (67) -
Advance from/(repayment to) MR Z8F(MRRER)
shareholders 26,636 (31,962)
Repayment to an associate [ — RS A AR R - (79,785)
Advance from/(repayment to) KEBEBEAL B (AH
related parties, net BATENR) FHE 79,393 (109,669)
Advance from/(repayment to) SFAHMEMNZEZET AL
certain parties included in other 8%/ (MEFALE
payables, net* ) FEE* 17,176 (15,828)
Net cash (used in)/generated from ®&EEE(FE)/ FiERE
financing activities HEE (37,708) 41,958
Net decrease in cash and cash BHE&RBELZEEER FERD
equivalents (23,692) (142,976)
Cash and cash equivalents at 1 R—A—BZHERREE
January I8 B 35,789 170,878
Effect of foreign exchange rate HNEFE RESH) v &
changes 3,807 7,887
Cash and cash equivalents at Rt+t-—A=+—B2ZHER
31 December HEEEER 15,904 35,789
Note: BaE -
L The Group obtained certain cash advance from a non-controlling * FRN - AEBEAAAT —ZXMNBARZ

shareholder of a subsidiary of the Company and an individual
during the year. The cash advances were included in other

payables (note 31(a)).

FEEERR-—BALTREETHER
o B & BREE A K A B 5K (K &

31(@a)) °
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GENERAL INFORMATION

Rosan Resources Holdings Limited (the “Company”) is
a limited liability company incorporated in Bermuda. The
address of its registered office is located at Clarendon
House, 2 Church Street, Hamilton HM11, Bermuda.
The Company’'s shares are listed on the main board of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

The principal activities of the Company and its
subsidiaries (the “Group”) include (i) production and
sale of coal and trading of purchased coal; and (ii)
production and sale of building materials in the People’s
Republic of China (the “PRC"). During the year ended 31
December 2019, one of the subsidiaries of the Company
commenced the business of leasing of aluminum
boundary wall moulds. The principal activities and other
particulars of its subsidiaries are set out in note 14.

The consolidated financial statements for the year ended
31 December 2019 were approved for issue by the Board
of Directors of the Company on 13 May 2020.
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

(a) Adoption of new and revised HKFRSs
effective from 1 January 2019

In the current year, the Group has applied a number
of new HKFRSs and amendments to HKFRSs
issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA") that are
mandatorily effective for an accounting period that
begins on or after 1 January 2019. Of these, the
following developments are relevant to the Group’s
consolidated financial statements:

HKFRS 16 Leases
Amendments to Prepayment Features with
HKFRS 9 Negative Compensation
Amendments to Plan Amendment, Curtailment
Hong Kong or Settlement
Accounting
Standard
("HKAS") 19
Amendments to Long-term Interests in
HKAS 28 Associates and Joint Ventures

Amendments to Annual Improvements to
HKFRSs HKFRSs 2015-2017 Cycle

HK(IFRIC) Uncertainty over Income
Interpretation 23 Tax Treatments

2.

RANFE] RAEAER] B R B
HEA([FRMBREER )

(a) KMBE-B-—NF-A—B4&E
Rz #E] RAEIERT BB YR
HER
RAFE AEEERAELE
ARG ((BREEAAE )R
HOZEE-_T—NF—A—H
K 2 18 FIEA A & FT HAR] 58 I AR 2
HVFTE] BB S R R HAE
IR -EHAp LT HREREH
VAR & B S R AER

EAMBRE HE

#BE 1655
EBMBRE RBAFEY
ERIZE 95 B B
(B3I A)
EASFER FTEIERT - 48R
[BEREE JEE

A )25 195k

CHEN)

BEEETER EAH EWNSIIS e
%2858 B R
CCHEN), T

BB IRE BBMEREE
EAEFIAR  RIRZZT—Hh

Fr-_T—+
FRBEFER
e

%.5%(1@@4%}% SRRIE 2 T

WMEREZ B

E@)%ﬁ%ﬁ
235%
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ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

(a) Adoption of new and revised HKFRSs

effective from 1 January 2019 (continued)

Except for the HKFRS 16 Leases (“HKFRS 16"),
the application of these new and amendments to
HKFRSs in the current year has had no material
effect on the Group’s financial performance and
positions for the current and prior years and/or
disclosures set out in these consolidated financial
statements.

Under the transition methods chosen, the Group
has recognised cumulative effect of the initial
application of HKFRS 16 as an adjustment to the
opening balance at 1 January 2019. Comparative
information is not restated. Line items that were
not affected by the changes have not been included
in the following table. As a result, the sub-totals
and totals disclosed cannot be recalculated from
the numbers provided. The following table gives
a summary of the opening balance adjustments
recognised for the line items in the consolidated
statement of financial position that have been
impacted by HKFRS 16:
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

BRANFE] R AEAER] BRI
HEA([EFRMBREER )

(%)

(a)
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

ADOPTION OF NEW AND REVISED 2. AT RKEITEBUBER
HONG KONG FINANCIAL REPORTING SEH|([ HEMBEREEAL |)
STANDARDS (“"HKFRSs") (continued) (&)
(a) Adoption of new and revised HKFRSs (a) EmE=-ZE—h&FE—HBF—H4&E
effective from 1 January 2019 (continued) W2 A MBS E] B B B 3R
HER(E)
Impact of
initial
At application of At
31 December HKFRS 16 1 January
2018 (note 2(b)) 2019
HK$'000 HK$'000 HK$'000
BXRER
ERMERS
i RIS 165 i
—E-N\F -4 —E-NE
+=A=+-—-H (BtaE2(b)) —A—H
FATT FAT FAT
Prepaid land lease payments JEf + 170 & 5 1E 66,197 (66,197) =
Right-of-use assets EREEE = 68,912 68,912
Total non-current assets FEREEELE 863,625 2,715 866,340
Prepaid land lease payments JEf + 70 & 5 1E 1,506 (1,506) =
Total current assets MEEEHARE 1,207,277 (1,506) 1,205,771
Lease liabilities HEAE - (980) (980)
Total current liabilities mEAEHARE (2,095,718) (980) (2,096,698)
Net current liabilities REAEFEE (888,441) (2,486) (890,927)
Total assets less HEERRBEAE
current liabilities (24,816) 229 (24,587)
Lease liabilities HEAE - (229) (229)
Total non-current FRBEELE
liabilities (138,651) (229) (138,880)
Further details of these changes are set out in note B — SR E A
2(b). 2(b)°
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ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

(b) HKFRS 16 Leases

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)
Interpretation 4 Determining whether an
Arrangement contains a Lease, HK(SIC)
Interpretation 15 Operating Leases — Incentives and
HK(SIC) Interpretation 27 Evaluating the Substance
of Transactions Involving the Legal Form of a
Lease. HKFRS 16 introduced a single, on-balance
sheet accounting model for lessees. As a result,
the Group, as a lessee, has recognised right-of-use
assets representing its rights to use the underlying
assets and lease liabilities representing its obligation
to make lease payments. Lessor accounting under
HKFRS 16 is substantially unchanged from HKAS
17. Lessor will continue to classify leases as either
operating or finance leases using similar principles
as in HKAS 17. Therefore, HKFRS 16 did not have
any financial impact on leases where the Group is
the lessor.

The Group has applied HKFRS 16 using the
modified retrospective approach. Accordingly, the
comparative information presented for the year
ended 31 December 2018 has not been restated
— i.e. it is presented, as previously reported, under
HKAS 17 and related interpretations. The details
of the changes in accounting policies are disclosed
below.
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

(b) HKFRS 16 Leases (continued)

(i)

New definition of a lease

Under HKFRS 16, a contract is, or contains a
lease if the contract conveys a right to control
the use of an identified asset for a period of
time in exchange for consideration. Control
is conveyed where the customer has both
the right to obtain substantially all of the
economic benefits from use of the identified
asset and the right to direct the use of the
identified asset. The Group elected to use the
transition practical expedient allowing the
standard to be applied only to contracts that
were previously identified as leases applying
HKAS 17 and HK(IFRIC) Interpretation 4 at the
date of initial application. Contracts that were
not identified as leases under HKAS 17 and
HK(IFRIC) Interpretation 4 were not reassessed.
Therefore, the definition of a lease under
HKFRS 16 has been applied only to contracts
entered into or changed on or after 1 January
2019.

At inception or on reassessment of a contract
that contains a lease component, the Group
allocates the consideration in the contract to
each lease and non-lease component on the
basis of their stand-alone prices. A practical
expedient is available to a lessee, which the
Group has adopted, not to separate non-lease
components and to account for the lease and
the associated non-lease components as a
single lease component.

BRANFTR] R S 5T B B M I 3R

HREA(EBMBHREER )

(%)

(b) BEMBHEEAE16HAE

(%)
() HEHHES

REBE BB REEAE
165 - fifi & 495 T 4B LA
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ZHIEAEBBIAE A%
ANA-—EHEEXBE—
EHE - HR AR
AR EEBRAT D
EEFS AR BB ERE
FAF SR E E OB RIS - B
BRI - A EER B
BEFITRER 5T
Rl {238 3 I 42 A B R e
AEAGHERRI7R R
BE(ARMHRERBE
Bg)-REBHEIMEBD
BRAMENAL - LER
BEEEENBIRR
B (ERMBREREE
BR)-REBISERR
BENSH  BAREEHT
fi = Bt - AR IEE BB 5 R
SEAFIHRBETHRED
EREEANR-T—NEF
—A—BRZBITIRE
L GOEEOR

RABSKEFTIEHRSMA
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EEEHEBERBEAEHOR
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Notes to the Consolidated Financial Statements

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

2. ADOPTION OF NEW AND REVISED 2.
HONG KONG FINANCIAL REPORTING

BRANFE] RAME T BB W
HEA(BBUBREE

STANDARDS (“"HKFRSs") (continued) B) &)
(b) HKFRS 16 Leases (continued) (b) BEBHMBHREELEAE16KEE
(&)
(i) Lessee accounting and transitional (i) RAANESTEERBES

impact

HKFRS 16 eliminates the requirement for a
lessee to classify leases as either operating
leases or finance leases, as was previously
required by HKAS 17. Instead, the Group is
required to capitalise all leases when it is the
lessee, including leases previously classified as
operating leases under HKAS 17, other than
those short-term leases and leases of low-
value assets.

At the date of initial application of HKFRS 16
(i.e. 1 January 2019), the Group determined
the length of the remaining lease terms and
measured the lease liabilities for the leases
previously classified as operating leases at the
present value of the remaining lease payments,
discounted using the relevant incremental
borrowing rates at 1 January 2019. The
weighted average of the incremental
borrowing rates used for determination of the
lease liability was 5.13%.
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

ADOPTION OF NEW AND REVISED 2. ERAFTRZIETEBHBR
HONG KONG FINANCIAL REPORTING SXEH| ([ FEBMERELE
STANDARDS (“"HKFRSs") (continued) 8l D)
(b) HKFRS 16 Leases (continued) (b) BEBMBHREERE16KEE
(&)
(i) Lessee accounting and transitional (i) REANETAEERBESR
impact (continued) &(F)
To ease the transition to HKFRS 16, the Group AT EEERE B ER
applied the following recognition exemption HEBF169 AEER
and practical expedients at the date of initial BAERBEYBGRELE
application of HKFRS 16: AlZE1655E BEA T 7

RER R EREEINA

the Group elected not to apply the i HRFEKRBBHREX
requirements of HKFRS 16 in respect of FERE B IEHRE%E
the recognition of lease liabilities and AIZE 1698 E HRET12
right-of-use assets to leases for which 18 B A & (B0 7E 53
the remaining lease term ends within RZZE—RFE+=A
12 months from the date of initial =+—H=X 28 &E
application of HKFRS 16, i.e. where MmN E  RNEER
the lease term ends on or before 31 BT ERHEESE
December 2019; LEREEERRS
B BHmEERE16
SREVRIE
ii. when measuring the right-of-use assets i. REREAESVE
at the date of initial application of HKFRS HWwEERIZE 165 B H
16, the Group excluded initial direct =T = A A ER
costs; and BRI ERERA ¢ &
ii. when measuring the right-of-use i. REREAESVE
assets at the date of initial application WREAERIZE 1658 H HA
of HKFRS 16, the Group relied on the STEFRAEEER
previous assessment of whether leases REEXRBEANZ
are onerous by apply HKAS 37 as at TZ-NE+ A
31 December 2018 as an alternative to =t+—HERERA
performing an impairment review. BE st ERIE37HE
HERTEEELZ
L ERFITRUE
BEIZRBEAR-
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Notes to the Consolidated Financial Statements

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

2. ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

(b) HKFRS 16 Leases (continued)

(ii) Lessee accounting and transitional
impact (continued)
The following table reconciles the operating
lease commitments as disclosed in note 42(b)
as at 31 December 2018 to the opening
balance for lease liabilities recognised as at 1

2. BRI REBTESHBE
&8 ([ BB EEE

Bl D)

(b) FERMBHELEAE1657EE

(%)

(i)

REANETEERBESR
&(Z)

TEREBIIARZZT—NEF
+-A=+—Bz&g&H
& E(n W sE42(0)FT
BHEN T -NF—A—

January 2019: HER2HEBEN Y
REAHER
HK$’000
THET
Operating lease commitment at R_BE-\F+_A=+—BZ
31 December 2018 TS R&E 1,199
Less: D

Leases end within 12 months from the R E X ER B L 12EA A

date of initial application EROWHEE (13)
Add: o
Others HAh 63
Operating lease liabilities before R-E-N\F+_A=+—HEH
discounting at 31 December 2018 AN EHERE 1,249
Effect from discounting at incremental &RR-ZT—hF— A —HIEEEE
borrowing rate at 1 January 2019 MR EEIR By 2 £ (40)
Lease liabilities recognised as at RZZE-—NF—A—BHERANEE
1 January 2019 A& 1,209
Of which are: He:
Current lease liabilities mBHEaE 980
Non-current lease liabilities FERBEERE 229
1,209
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e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

ADOPTION OF NEW AND REVISED 2. EREAFEE] RARETE BN BIR

HONG KONG FINANCIAL REPORTING LSER([HFEBREE

STANDARDS (“"HKFRSs") (continued) 8] &)

(b) HKFRS 16 Leases (continued) (b) BEBMBHREERE16KEE

(%&)
(i) Lessee accounting and transitional (i) REANETAEERBESR
impact (continued) &(F)
The associated right-of-use assets for E RN REREBEE
properties and office equipment were FEEEZHEREE & EH
measured at the amount equal to the lease Bz eErt2 WIREN =
liabilities, adjusted by the amounts of any E-—NEFE+-_A=+—H
prepaid land lease payments relating to the EHRE R RER
land leases recognised in the consolidated T ERBERTAN L
statement of financial position as at 31 HHEENRESEBIETIEE - AN
December 2018. The Group elected to present SEEBERGEMIEARR
the right-of-use assets separately in the XA EBE2INFERESE
consolidated statement of financial position. EoBFEZAIRN_ZE—/\
This includes the land use rights recognised F+-_A=+—HRHEN
previously under prepaid land lease payments THEEMNRTERZ L
of approximately RMB67,703,000 as at 31 HofE N AR K
December 2018 that were reclassified to right- 67,703,000 : J3 N R 48
to-use assets upon the adoption of HKFRS 16 BB B IwEAERF 1657
for the presentation purpose. BENOSEEFERAEEE
EZ5| A% -
(iii) Impact on the financial result and cash (iii) HXEFHRBFEERE D

flows of the Group MEZHE
After the initial recognition of right-of-use RZE—NE—H—HB¥]
assets and lease liabilities as at 1 January FTHEAFCTREEENTEE
2019, the Group as a lessee is required to BEE  NEBEAEEA
recognise interest expense accrued on the AEREMEABIARAEE
outstanding balance of the lease liability, and ERBBZFBEAY AR
the depreciation of the right-of-use asset, ERREEERE MmIEBRE
instead of the previous policy of recognising LAE AR BB R ERAR
rental expenses incurred under operating BREHMEEL 2HER
leases on a straight-line basis over the lease X2 R o B ini pA F R FE A
term. This results in a positive impact on the BB ERF175 TS
reported loss before income tax in the Group's HEERL - LEAREE 247
consolidated income statement, as compared B ERPERE ZRATE
to the results if HKAS 17 had been applied MAIEBRELAE KT E -

during the year.
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

2. ADOPTION OF NEW AND REVISED 2.
HONG KONG FINANCIAL REPORTING

BRANFE] RAME T BB W
HEA(BBUBREE

STANDARDS (“"HKFRSs") (continued) al &)
(b) HKFRS 16 Leases (continued) (b) BEBHMBHREELEAE16KEE
(&)

(iii) Impact on the financial result and cash
flows of the Group (continued)

In the consolidated statement of cash flows,
the Group as a lessee is required to split rentals
paid under capitalised leases into their capital
element and interest element (see note 28(c)).
These elements are classified as financing
cash outflows, rather than as investing and
operating cash outflows, as was the case for
operating leases under HKAS 17. Although
total cash flows are unaffected, the adoption
of HKFRS 16 therefore results in a significant
change in presentation of cash flows within
the consolidated statement of cash flows (see
note 33).

(iv) As a lessor (iv)
The Group leases out its certain leasehold land
and building in the PRC at 1 January 2019. The
Group has classified these leases as operating
leases. The accounting policies applicable to
the Group as a lessor are not different from

those under HKAS 17.

Under HKFRS 16, when the Group acts as an
intermediate lessor in a sublease arrangement,
the Group is required to classify the sublease
as a finance lease or an operating lease by
reference to the right-of-use asset arising from
the head lease, instead of by reference to the
underlying asset. The Group is not required to
make any adjustments on transition to HKFRS
16 for leases in which it acts as a lessor.

Rosan Resources Holdings Limited Annual Report 2019
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

ADOPTION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs") (continued)

() New and revised HKFRSs that have been
issued but are not yet effective

The Group has not applied the following new
and revised HKFRSs, which have been issued but

are not yet effective, in the consolidated financial

statements:

Amendments to HKFRS 3 Definition of a Business'
(Revised)

Amendments to HKFRS 9, Interest Rate Benchmark Reform!
HKAS 39 and HKFRS 7

Amendments to HKFRS 10 Sale or Contribution of Assets between

and HKAS 28 an Investor and its Associate or Joint
Venture?
HKFRS 17 Insurance Contracts?

Amendments to HKAS 1
(Revised) and HKAS 8

Definition of Material’

Conceptual Framework
for Financial Reporting
2018

Revised Conceptual Framework for
Financial Reporting'

! Effective for annual periods beginning on or after 1
January 2020, with earlier application permitted

2 Effective for annual periods beginning on or after 1
January 2021, with earlier application permitted

8 The amendments were original intended to be
effective for annual periods beginning on or after
1 January 2016. The effective date has now been
deferred. Early application of the amendments
continues to be permitted.

The Group has already commenced an assessment
of the related impact of adopting the above new
and revised HKFRSs. So far, based on the preliminary
assessment, the directors of the Company have
concluded that the above new and revised HKFRSs
which will be adopted at the respective effective
dates is unlikely to have a significant impact on the
consolidated financial statements of the Group.
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Bl D)
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1 Basis of preparation

The consolidated financial statements have been
prepared in accordance with HKFRSs which
collective term includes all applicable individual
Hong Kong Financial Reporting Standards,
HKASs and Interpretations issued by the HKICPA,
accounting principles generally accepted in Hong
Kong and the disclosure requirements of the Hong
Kong Companies Ordinance. The consolidated
financial statements also comply with the applicable
disclosure provisions of the Rules Governing the
Listing of Securities on the Stock Exchange (the
“Listing Rules”).

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 amended HKFRSs and the impacts on the
Group’s consolidated financial statements, if any,
are disclosed in note 2.

The consolidated financial statements have been
prepared under historical cost convention, except
for financial assets at fair value through other
comprehensive income (“FVTOCI”) which are
measured as fair value. The measurement bases are
fully described in the accounting policies below.

It should be noted that accounting estimates
and assumptions are used in preparation of the
consolidated financial statements. Although
these estimates are based on management’s best
knowledge and judgement of current events and
actions, actual results may ultimately differ from
those estimates. The areas involving a higher
degree of judgement or complexity, or areas where
assumptions and estimates are significant to the
consolidated financial statements, are disclosed in
note 4.

Rosan Resources Holdings Limited Annual Report 2019
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Notes to the Consolidated Financial Statements

e MR ERRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEeHBENE4&
POLICIES (continued)
3.1 Basis of preparation (continued) 3.1 REEE(E)

Going concern basis

The Group incurred a consolidated net loss of
approximately HK$107,449,000 for the year ended
31 December 2019 and, as of that date, the
Group has net current liabilities of approximately
HK$412,721,000 and a capital deficiency of
approximately HK$83,570,000. As at 31 December
2019, the Group's outstanding borrowings of
approximately HK$248,980,000, which included
bank loans of approximately HK$147,014,000
(note 34), amounts due to shareholders of the
Company of approximately HK$1,337,000 (note 30)
and certain cash advanced from a family member
of a substantial shareholder of the Company, a
non-controlling shareholder of a subsidiary of the
Company, a company controlled by a substantial
shareholder of the Company and an individual of
approximately HK$100,629,000 (included in other
payables (note 31(a))), are due for repayment within
one year from the end of the reporting period or
repayable on demand. These conditions indicate the
existence of material uncertainties which may cast
significant doubt on the Group’s ability to continue
as a going concern and therefore, the Group may
not be able to realise its assets and discharge its
liabilities in the normal course of its business.

In order to improve the Group’s financial positions,
liquidity and cash flows, the directors of the
Company have adopted or in the process of
adopting the following measures:

(@) The Group has been taking stringent cost
controls in different areas, such as applying
cost control measures in the cost of sales and
administrative expenses;

(b) The Group has been liaising with certain
banks in relation to the renewal of its
bank loans amounting to approximately
Renminbi (“RMB”) 131,424,000 (equivalent
to approximately HK$147,014,000) as at 31
December 2019, which would be due for
repayment within twelve months from the
reporting date. In the opinion of the directors
of the Company, taken into account the long
term relationships and also their understanding
from the liaison with the banks, all the bank
borrowings can be renewed upon their
respective maturities;

HEKEHEE
HE_ZT—hF+=-A=+—8H
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.1 Basis of preparation (continued)

Going concern basis (continued)

(@

#

A then subsidiary of the Company, Henan
Jinfeng Coal Industrial Group Company
Limited* (MBS E8REXEEBAERAQ
7)) (“Jinfeng”), entered into three loan
agreements with three shareholders of the
Company (the “Three Shareholders”) on
14 February 2018, in which two of them are
substantial shareholders of the Company who
directly/indirectly own 23.27% and 12.26%
of the Company’s shares respectively as of
the date of approval of these consolidated
financial statements. Pursuant to the loan
agreements, the Three Shareholders agreed
to provide unsecured and interest-free
revolving loans with an aggregate amount of
RMB600,000,000 (equivalent to approximately
HK$671,172,000) for a term of three years.
Jinfeng was disposed of together with the
disposal of Clear Interest Limited (“CIL")
(note 41). Before the disposal, pursuant to
one of the supplemental agreements of share
purchase agreement for disposal of CIL, the
loans from shareholders were taken up by
Xiangyang Coal Industry Company Limited*
(BHmMMABEEABR2AF) ("Xiangyang”),
another subsidiary of the Company that
remains in the Group, and the Three
Shareholders agreed to provide unsecured and
interest-free loan facilities up to an aggregate
amount of RMB600,000,000 (equivalent to
approximately HK$671,172,000) to the Group,
which will be expired on 13 February 2021,
being the maturity date of the original loan
agreements. As at 31 December 2019, loans
from shareholders with principal amount of
RMB55,000,000 (equivalent to approximately
HK$61,524,000) has been advanced to the
Group; and

The Group, from time to time, reviews its
investment projects and may adjust the
investment strategies in order to enhance the
cash flow position of the Group whenever it is
necessary.

For identification purpose only
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.1

3.2

Basis of preparation (continued)
Going concern basis (continued)

Taking into account the above measures and after
assessing the Group’s current and future cash flow
positions, the directors of the Company are satisfied
that the Group will be able to meet their financial
obligations when they fall due. Accordingly, the
directors of the Company are of the opinion that it
is appropriate to prepare the consolidated financial
statements on a going concern basis.

Should the Group be unable to continue in business
as a going concern, adjustments would have to be
made to write down the carrying amounts of assets
to their estimated recoverable amounts, to reclassify
non-current assets and non-current liabilities as
current assets and current liabilities respectively, and
to provide for any further liabilities which may arise.
The effects of these adjustments have not been
reflected in the consolidated financial statements.

Basis of consolidation

These consolidated financial statements include
the financial statements of the Company and its
subsidiaries for the year ended 31 December 2019.
The financial statements of subsidiaries are prepared
for the same reporting period as the Company,
using consistent accounting policies. The results
of subsidiaries are consolidated from the date on
which the Group obtains control, and continue to
be consolidated until the date that such control
ceases.

Profit or loss and each component of other
comprehensive income (“OCI"”) are attributed to
the owners of the Group and to the non-controlling
interests, even if this results in the non-controlling
interest having a deficit balance. All intra-group
transactions, balances, income and expenses are
eliminated in full on consolidation.

The Group re-assesses whether or not it controls
an investee if facts and circumstances indicate that
there are changes to one or more of the three
elements of control described in the accounting
policy for subsidiaries below.
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.2

3.3

Basis of consolidation (continued)

Changes in the Group's ownership interests in
subsidiaries that do not result in the group losing
control over the subsidiaries are accounted for as
equity transactions.

When the Group loses control of a subsidiary,
the profit or loss on disposal is calculated as
the difference between (i) the aggregate of the
fair value of the consideration received and the
fair value of any investment retained and (ii) the
previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and
any non-controlling interests. The Group’s share
of components previously recognised in OCI is
reclassified to the consolidated income statement
or retained profits, as appropriate, on the same
basis as would be required if the Group had directly
disposed of the related assets or liabilities.

Business combination and goodwiill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is
the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed by the
Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange
for control of the acquiree. For each business
combination, the Group elects whether to measure
the non-controlling interests in the acquiree that are
present ownership interests and entitle their holders
to a proportionate share of net assets in the event
of liquidation at fair value or at the proportionate
share of the acquiree’s identifiable net assets. All
other components of non-controlling interests are
measured at fair value. Acquisition-related costs are
expensed as incurred.

Rosan Resources Holdings Limited Annual Report 2019
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

3.3 Business combination and goodwill

TESTHRBEE

3.3 ¥BEHREE(E)

(continued)

When the Group acquires a business, it assesses
the financial assets and liabilities assumed for
appropriate classification and designation in
accordance with the contractual terms, economic
circumstances and pertinent conditions as at the
acquisition date. This includes the separation of
embedded derivatives in host contracts of the
acquiree.

When a business combination is achieved in
stages, the Group’s previously held equity interest
in the acquiree is remeasured to fair value at the
acquisition date (i.e. the date when the Group
obtains control), and the resulting gain or loss,
if any, is recognised in the consolidated income
statement.

Any contingent consideration to be transferred
by the acquirer is recognised at fair value at the
acquisition date. Contingent consideration classified
as an asset or liability that is a financial instrument
and within the scope of HKFRS 9 is measured at fair
value with changes in fair value either recognised
in profit or loss or as a change to OCI. If the
contingent consideration is not within the scope
of HKFRS 9, it is measured in accordance with
the appropriate HKFRS. Contingent consideration
that is classified as equity is not remeasured and
subsequent settlement is accounted for within
equity.
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.3 Business combination and goodwill

(continued)

In the Company’'s statement of financial position
(note 49), investments in subsidiaries are stated at
cost less impairment losses, unless the investments
are classified as held for sale.

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

After initial recognition, goodwill is carried at cost
less accumulated impairment losses, if any, and is
presented separately in the consolidated statement
of financial position.

Rosan Resources Holdings Limited Annual Report 2019
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES3HEMEs
POLICIES (continued)

3.3 Business combination and goodwill

3.3 ¥BEHREE(E)

(continued)

Goodwill is tested for impairment annually or more
frequently if events or changes in circumstances
indicate that the carrying value may be impaired.
The Group performs its annual impairment test
of goodwill as at 31 December. For the purposes
of impairment testing, goodwill is allocated to
each of the cash-generating units (or groups
of cash-generating units) that is expected to
benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of
the Group are assigned to those units or groups
of units. Impairment is determined by assessing
the recoverable amount of the cash-generating
units (group of cash-generating units) to which
the goodwill relates. If the recoverable amount
of the cash-generating units (group of cash-
generating units) is less than its carrying amount,
the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the
unit (group of cash-generating units) and then to
the other assets of the unit on a pro-rata basis
based on the carrying amount of each asset in the
unit. Any impairment loss recognised for goodwill is
not reversed in subsequent periods.

Where goodwill has been allocated to a cash-
generating unit (or group of cash-generating
units) and part of the operation within that unit
is disposed of, the goodwill associated with the
operation disposed of is included in the carrying
amount of the operation when determining the
gain or loss on the disposal. Goodwill disposed of
in these circumstances is measured based on the
relative value of the operation disposed of and the
portion of the cash-generating unit retained.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.4 Subsidiaries

3.5

A subsidiary is an entity (including a structured
entity) controlled by the Company. Control is
achieved when the Group is exposed, or has rights,
to variable returns from its involvement with the
investee and has the ability to affect those returns
through its power over the investee (i.e. existing
rights that give the Group the current ability to
direct the relevant activities of the investee).

When the Company has, directly or indirectly, less
than a majority of the voting or similar rights of an
investee, the Group considers all relevant facts and
circumstances in assessing whether it has power
over an investee, including:

o the contractual arrangement with the other
vote holders of the investee;

o rights arising from other contractual
arrangements; and

o the Group’s voting rights and potential voting
rights.

Associates and joint ventures

An associate is an entity in which the Group
has significant influence, which is the power to
participate in the financial and operating policy
decision of the investee, but is not control or joint
control over those policies.

A joint venture is a type of joint arrangement
whereby the parties have rights to the net assets of
the joint venture. Joint control is the contractually
agreed sharing of control of an arrangement,
which exists only when decisions about the relevant
activities require the unanimous consent of the
parties sharing control.
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Notes to the Consolidated Financial Statements

e MR ERRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.5 Associates and joint ventures (continued)

Investments in associates or a joint venture
is accounted for in the consolidated financial
statements under the equity method, less any
impairment losses, unless it is classified as held
for sale. Adjustments are made to bring into line
any dissimilar accounting policies that may exist.
Under the equity method, the investment is initially
recorded at cost, adjusted for any excess of the
Group's share of the acquisition-date fair values of
the investee’s identifiable net assets over the cost of
the investment (if any). Thereafter, the investment
is adjusted for the post-acquisition change in the
Group’s share of the investee’s net assets and any
impairment loss relating to the investment. Any
acquisition-date excess over cost, the Group’s share
of the post-acquisition, post-tax results of the
investees and any impairment losses for the year are
recognised in the consolidated income statement,
whereas the Group’s share of the post-acquisition
post-tax items of the investee’s OCl is recognised
in the consolidated statement of comprehensive
income.

When the Group’s share of losses exceeds its
interest in the associate or the joint venture, the
Group’s interest is reduced to zero and recognition
of further losses is discontinued except to the extent
that the Group has incurred legal or constructive
obligations or made payments on behalf of the
investee. For this purpose, the Group’s interest is
the carrying amount of the investment under the
equity method together with the Group’s long-term
interests that in substance form part of the Group’s
net investment in the associates or the joint venture.

Unrealised profits and losses resulting from
transactions between the Group and its associates
and joint venture are eliminated to the extent of
the Group’s interest in the investee, except where
unrealised losses provide evidence of an impairment
of the asset transferred, in which case they are
recognised immediately in consolidated income
statement. Goodwill arising from the acquisition of
associates or joint venture is included as part of the
Group’s investments in associates or joint venture.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.5

3.6

Associates and joint ventures (continued)

If an investment in an associate becomes an
investment in a joint venture or vice versa,
retained interest is not remeasured. Instead, the
investment continues to be accounted for under
the equity method. In all other cases, when the
Group ceases to have significant influence over an
associate or joint control over a joint venture, it is
accounted for as a disposal of the entire interest
in that investee, with a resulting gain or loss being
recognised in consolidated income statement. Any
interest retained in that former investee at the date
when significant influence or joint control is lost is
recognised at fair value and this amount is regarded
as the fair value on initial recognition of a financial
asset.

When investments in associates or a joint venture
is classified as held for sale, it is accounted for in
accordance with HKFRS 5.

Foreign currency translation

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

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TE@3HEME4%)
POLICIES (continued)

3.6 Foreign currency translation (continued)

3.6 NEBE(E)

Each entity in the Group determines its own
functional currency and items included in the
financial statements of each entity are measured
using that functional currency. Foreign currency
transactions are initially recorded using the
functional currency rates ruling at the date of
the transactions. Monetary assets and liabilities
denominated in foreign currencies are retranslated
at the functional currency rates of exchange ruling
at the end of the reporting period. Differences
arising on settlement or translation of monetary
items are recognised in the consolidated statement
of comprehensive income with the exception of
monetary items that are designated as part of the
hedge of the Group’s net investment of a foreign
operation. Non-monetary items that are measured
in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates
of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are
translated using the exchange rates at the date
when the fair value was determined. The gain
or loss arising on translation of a non-monetary
item measured at fair value is treated in line with
the recognition of the gain or loss on change in
fair value of the item. The functional currencies
of certain overseas subsidiaries, joint venture and
associates are currencies other than HK$. As at the
end of the reporting period, the assets and liabilities
of these entities are translated into the presentation
currency of the Company at the exchange rates
ruling at the end of the reporting period, and their
income and expense items are translated into HK$
at the weighted average exchange rates for the
year.
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For the year ended 31 December 2019 # £ —

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.6

3.7

Foreign currency translation (continued)

The resulting exchange differences are recorded
in OCl and the cumulative balance is included in
exchange fluctuation reserve in the consolidated
statement of changes in equity. On disposal of a
foreign operation, the deferred cumulative amount
recognised in exchange fluctuation reserve relating
to that particular foreign operation is recognised in
the consolidated income statement. Any goodwill
arising on the acquisition of a foreign operation and
any fair value adjustments to the carrying amounts
of assets and liabilities arising on acquisition are
treated as assets and liabilities of the foreign
operation and translated at the closing rate.

For the purpose of the consolidated statement of
cash flows, the cash flows of overseas subsidiaries
are translated into Hong Kong dollars at the
exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are
translated into HK$ at the weighted average
exchange rates for the year.

Revenue recognition

The Group recognises revenue when (or as) a
performance obligation is satisfied, i.e. when
control of the goods or services underlying the
particular performance obligation is transferred to
the customer.

A performance obligation is a promise in a contract
with a customer to transfer to the customer either
(a) a good or service (or a bundle of goods or
services) that is distinct; or (b) a series of distinct
goods or services that are substantially the same
and that have the same pattern of transfer to the
customer.
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEeHBENE4&
POLICIES (continued)
3.7 Revenue recognition (continued) 3.7 WARBRE)

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

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

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

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

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

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

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

A contract asset and a contract liability relating to a
contract are accounted for and presented on a net
basis.
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.7 Revenue recognition (continued)

Further details of the Group’s revenue and other
income recognition policies are as follows:

i)

Sales of coal and trading of purchased
coal

The Group is principally engaged in the
business of production and sale of coal and
trading of purchased coal. The Group also sells
ancillary materials to its customers. Revenue
are recognised when control of the products
has transferred, being when the products are
delivered to and accepted by the customer at
the agreed predetermined location, and there
is no unfulfilled obligation that could affect
the customer’s acceptance of the products.

Revenue from these sales is recognised
based on the price specified in the contract.
The Group typically receives certain deposit
on acceptance of coal sales orders, which
is negotiated on a case by case basis with
customers. These deposits are recognised as a
contract liability until the revenue recognised
exceeds the amount of the deposit.

No element of financing is deemed present as
the sales are made with a credit term from 30
to 180 days for the remaining balance based
on the invoice date, which is consistent with
market practice.

A receivable is recognised when the goods are
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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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.7 Revenue recognition (continued)

ii)

Sales of building materials

The Group is also engaged in the business
of production and sale of building materials.
Revenue are recognised when control of the
products has transferred, being when the
products are delivered to and accepted by the
customer, and there is no unfulfilled obligation
that could affect the customer’s acceptance
of the products. Delivery occurs when the
products have been transferred to the specific
location.

Revenue from these sales is recognised based
on the price specified in the contract. The
Group typically receives certain deposit on
acceptance of building materials orders, which
is negotiated on a case by case basis with
customers. These deposits are recognised as a
contract liability until the revenue recognised
exceeds the amount of the deposit.

A receivable is recognised when the goods are
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. No element of financing is
deemed presented as the sales are made as the
Group typically offers a credit term from 30 to
180 days for the remaining balance based on
the invoice date.

Certain of the Group’s building materials
contracts include payment schedules which
require stage payments over the contract
period once milestones are reached. No
element of financing is deemed, as the
period between payment and transfer of the
associated goods is less than one year, which
the Group applies the practical expedient of
not adjusting the transaction price for any
significant financing component.
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.7

3.8

Revenue recognition (continued)
ii) Sales of building materials (continued)

Certain major building material contracts
also include a retention period for 1%
to 16% of the contract value, which is
entitled by the Group subject to the Group's
product satisfactorily passing inspection
and is consistent with market practice. This
amount is included in contract assets until the
end of the retention period as the Group's
entitlement to this final payment is conditional
on the Group’s product satisfactorily passing
inspection.

iii) Interest income

Accounting policy of interest income is stated
in the section headed “amortised cost and
interest income” in note 3.14.

iv) Rental income

Accounting policy of rental income is stated in
the section headed “the Group as a lessor” in
note 3.13.

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets, which are assets that necessarily take a
substantial period of time to get ready for their
intended use or sale, are added to the cost of those
assets, until such time as the assets are substantially
ready for their intended use or sale. Investment
income earned on the temporary investment of
specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing
costs eligible for capitalisation. Other borrowing
costs are recognised in profit or loss in the period in
which they are incurred.
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.8

3.9

Borrowing costs (continued)

The capitalisation of borrowing costs as part of
the cost of a qualifying asset commences when
expenditure for the asset is being incurred,
borrowing costs are being incurred and activities
that are necessary to prepare the asset for its
intended use or sale are in progress. Capitalisation
of borrowing costs is suspended or ceases when
substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are
interrupted or complete.

Intangible assets (other than goodwill,
mining rights and right-of-use assets)

Intangible assets acquired separately are recognised
initially at cost. After initial recognition, intangible
assets with finite useful lives are carried at cost less
accumulated amortisation and any impairment loss.
Amortisation for intangible assets with finite useful
lives is provided on straight-line method over their
estimated useful lives of two years.

Intangible assets with indefinite useful lives are
carried at cost less any subsequent impairment
losses. Intangible assets are tested for impairment
as described below in note 3.12. Amortisation
commences when intangible assets are available for
use.

Gains or losses arising from derecognition of an
intangible asset are measured at the difference
between the net disposal proceeds and the carrying
amount of the asset and are recognised in the
consolidated income statement when the asset is
derecognised.

All intangible assets are amortised on a straight-line
basis over 5 to 10 years.
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.10 Mining rights

Mining rights are stated at cost less accumulated
amortisation and any identified impairment losses
and are amortised using units-of-production method
over the proved and probable reserves of the coal
mines. Mining rights are tested for impairment as
described below in note 3.12.

Gains or losses arising from derecognition of mining
rights are measured at the difference between the
net disposal proceeds and the carrying amount of
the asset and are recognised in the consolidated
income statement when the asset is derecognised.

3.11 Property, plant and equipment

Buildings held for own use which are situated on
leasehold land, where the fair value of the building
could be measured separately from the fair value
of the leasehold land at the inception of the lease,
and other items of property, plant and equipment,
other than construction in progress (“CIP"), are
stated at cost less accumulated depreciation and
any identified impairment losses. The cost of an
asset comprises its purchase price and any directly
attributable costs of bringing the asset to the
working condition and location for its intended use.

Depreciation on property, plant and equipment,
other than aluminum boundary wall moulds, is
provided to write off the cost less their estimated
residual values over their estimated useful lives,
using straight-line method, at the following rates
per annum:
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

3.11 Property, plant and equipment (continued)

TESTHRBEE

3.11 3% - BERKRE(E)

Buildings and mining The shorter of the lease terms and
structures 5% per annum

Plant and machineries 4% to 33% per annum

Mining related machinery 10% to 20% per annum
and equipment

Furniture, fixtures and 10% to 20% per annum equipment
equipment

Leasehold improvement  The shorter of the lease terms and
10% to 20% per annum

Motor vehicles 10% to 25% per annum
Aluminum boundary Over estimated product life of the
wall moulds aluminum boundary wall moulds
manufactured.

The asset’s estimated residual value, depreciation
method and estimated useful lives are reviewed, and
adjusted if appropriate, at each reporting date.

Gain or loss arising on retirement or disposal is
determined as the difference between the sales
proceeds and the carrying amount of the asset and
is recognised in consolidated income statement.

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. All other costs, such as repairs
and maintenance are charged to consolidated
income statement during the financial period in
which they are incurred.
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Notes to the Consolidated Financial Statements

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.11 Property, plant and equipment (continued)

CIP, which mainly represents construction on
buildings and mining structures and machinery, is
stated at cost less any identified impairment losses.
Cost comprises direct costs incurred during the
periods of construction, installation and testing. No
depreciation is provided on CIP. CIP is reclassified
to the appropriate category of property, plant and
equipment when the construction is completed and
the asset is ready for use.

3.12 Impairment of non-financial assets

An assessment is made at the end of each reporting
period as to whether there is an indication that
previously recognised impairment losses may
no longer exist or may have decreased. If such
an indication exists, the recoverable amount is
estimated. A previously recognised impairment loss
of an asset other than goodwill is reversed only if
there has been a change in the estimates used to
determine the recoverable amount of that asset, but
not to an amount higher than the carrying amount
that would have been determined (net of any
depreciation/amortisation) had no impairment loss
been recognised for the asset in prior years.

Goodwill and other intangible assets with an
indefinite useful life or those not yet available for
use are tested for impairment at least annually,
irrespective of whether there is any indication that
they are impaired. All other assets are tested for
impairment whenever there are indications that the
assets carrying amount may not be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset's
carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of fair value,
reflecting market conditions less costs of disposal,
and value-in-use. In assessing value-in-use, the
estimated future cash flows are discounted to their
present value using a pre-tax discount rate that
reflects current market assessment of time value of
money and the risk specific to the asset.
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

3.12 Impairment of non-financial assets

TESTHRBEE

3.2 keMEEZRME(E)

(continued)

For the purposes of assessing impairment,
where an asset does not generate cash inflows
largely independent of those of other assets,
the recoverable amount is determined for the
smallest group of assets that generate cash inflow
independently (i.e. a cash-generating unit (“CGU")).
As a result, some assets are tested individually for
impairment and some are tested at CGU level.
Goodwill in particular is allocated to those CGUs
that are expected to benefit from synergies of the
related business combination and represent the
lowest level within the Group at which the goodwill
is monitored for internal management purpose.

Impairment losses recognised for CGUs, to which
goodwill has been allocated, are credited initially
to the carrying amount of goodwill. Any remaining
impairment loss is charged pro rata to the other
assets in the CGUs, except that the carrying value
of an asset will not be reduced below its individual
fair value less costs of disposal, or value-in-use, if
determinable.

An impairment loss on goodwill is not reversed in
subsequent periods.

3.13 Leases

The Group as a lessee

At inception of a contract, the Group assesses
whether the contract is, or contains, a lease. A
contract is, or contains, a lease if the contract
conveys the right to control the use of an
identified asset for a period of time in exchange
for consideration. Control is conveyed where the
customer has both the right to direct the use of the
identified asset and to obtain substantially all of the
economic benefits from that use.
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Notes to the Consolidated Financial Statements

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.13 Leases (continued)

The Group as a lessee (continued)

(i)

Policy applicable from 1 January 2019

Where the contract contains lease
component(s) and non-lease component(s),
the Group has elected not to separate non-
lease components and accounts for each lease
component and any associated non-lease
components as a single lease component for
all leases.

At the commencement date of a lease, the
Group, as a lessee recognises a right-of-use
asset and a lease liability, except for short-term
leases and leases of low-value assets which
are primarily laptops and office furniture. The
lease payments associated with those leases
which are not capitalised are recognised as an
expense on a systematic basis over the lease
term.

Where the lease is capitalised, the lease
liability is initially recognised at the present
value of the lease payments payable over
the lease term that are not paid at the
commencement date of the lease, discounted
using the interest rate implicit in the lease
or, if that rate cannot be readily determined,
using a relevant incremental borrowing rate.
After initial recognition, the lease liability
is measured at amortised cost and interest
expense is calculated using the effective
interest method. Variable lease payments that
do not depend on an index or rate are not
included in the measurement of the lease
liability and hence are charged to profit or loss
in the accounting period in which they are
incurred.
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.13 Leases (continued)

The Group as a lessee (continued)

(i)

Policy applicable from 1 January 2019
(continued)

At the commencement date of a lease, the
lease payments included in the measurement
of the lease liability comprise the following
payments during the lease term:

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

—  variable lease payment that are based
on an index or a rate, initially measured
using the index or rate as at the
commencement date;

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

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

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

The right-of-use asset recognised when a
lease is capitalised is initially measured at
cost, which comprises the initial amount of
the lease liability plus any lease payments
made at or before the commencement date,
and any initial direct costs incurred. Where
applicable, the cost of the right-of-use assets
also includes an estimate of costs to dismantle
and remove the underlying asset or to restore
the underlying asset or the site on which it
is located, discounted to their present value,
less any lease incentives received. The right-
of-use asset is subsequently stated at cost less
accumulated depreciation and impairment
losses (see note 3.12) and adjusted for any
remeasurement of the lease liability.
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Notes to the Consolidated Financial Statements

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.13 Leases (continued)

The Group as a lessee (continued)

(i)

(ii)

Policy applicable from 1 January 2019
(continued)

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

The Group presents right-of-use assets and
lease liabilities separately in the consolidated
statement of financial position.

Policy applicable prior to 1 January 2019

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

Lease payments are apportioned between
finance expenses and reduction of the lease
obligation so as to achieve a constant rate
of interest on the remaining balance of the
liability.

Finance expenses are recognised immediately
in profit or loss, unless they are directly
attributable to qualifying assets, in which case
they are capitalised in accordance with the
Group’s general policy on borrowing costs
(note 3.8). Contingent rentals are recognised
as expenses in the periods in which they are
incurred.
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES3HEMEs
POLICIES (continued)

3.13 Leases (continued) 3.13 E (&)

The Group as a lessee (continued)

(i)  Policy applicable prior to 1 January 2019
(continued)
Operating lease payments, including the
cost of acquiring land held under operating
leases, are recognised as an expense on a
straight line basis over the lease term, except
where another systematic basis is more
representative of the time pattern in which
economic benefits from the leased asset are
consumed. Contingent rentals arising under
operating leases are recognised as an expense
in the period of which they are incurred. In
the event that lease incentives are received to
enter into operating leases, such incentives are
recognised as a liability. The aggregate benefit
of incentives is recognised as a reduction of
rental expense on a straight line basis.

The Group as a lessor

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

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term
of the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are
added to the carrying amount of the leased asset,
and such costs are recognised as an expense on a
straight-line basis over the lease term.
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e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.14 Financial instruments

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

Financial assets and financial liabilities are initially
measured at fair value except for accounts and
bills receivables and contract assets arising from
contracts with customers (that do not have
significant financing components) which are initially
measured in accordance with HKFRS 15. Transaction
costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities
(other than financial assets or financial liabilities at
fair value through profit or loss) are added to or
deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable
to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

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

Interest income which are derived from the Group’s
ordinary course of business are presented as other
income.
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES3HEMEs
POLICIES (continued)

3.14 Financial instruments (continued) 3.14£@MTE(E)

Financial assets

Classification and measurement of financial assets
Financial assets that meet the following conditions
are subsequently measured at amortised cost:

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

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

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

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

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

All other financial assets are subsequently measured
at fair value through profit or loss (“FVTPL"),
except that at the date of initial recognition of a
financial asset the Group may irrevocably elect to
present subsequent changes in fair value of an
equity investment in OCI on initial recognition if
that equity investment is neither held for trading
nor contingent consideration recognised by an
acquirer in a business combination to which HKFRS
3 (revised) Business Combinations applies.
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Notes to the Consolidated Financial Statements

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.14 Financial instruments (continued)
Financial assets (continued)

Classification and measurement of financial assets
(continued)
A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose
of selling in the near term;

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

o it is a derivative that is not a financial
guarantee contract of designated and effective
as a hedging instrument.

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

(i)  Amortised cost and interest income

Financial assets are recognised using the
effective interest method for financial assets
measured subsequently at amortised cost.
Interest income is calculated by applying the
effective interest rate to the gross carrying
amount of a financial asset, except for
financial assets that have subsequently become
credit-impaired. For financial assets that
have subsequently become credit-impaired,
interest income is recognised by applying the
effective interest rate to the amortised cost
of the financial asset from the next reporting
period. If the credit risk on the credit-impaired
financial instrument improves so that the
financial asset is no longer credit-impaired,
interest income is recognised by applying the
effective interest rate to the gross carrying
amount of the financial asset from the
beginning of the reporting period following
the determination that the asset is no longer
credit impaired.
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.14 Financial instruments (continued)

Financial assets (continued)

Classification and measurement of financial assets
(continued)

(i)

(ii)

Amortised cost and interest income
(continued)

Accounting policy of impairment of financial
assets measured at amortised cost is stated in
note 3.15,

Equity instruments designated as at FVTOCI

Investments in equity instruments at FVTOCI
are subsequently measured at fair value with
gains and losses arising from changes in fair
value recognised in OCl and accumulated in
the fair value reserve under other reserves;
and are not subject to impairment assessment.
The cumulative gain or loss will not be
reclassified to profit or loss on disposal of the
equity investments, and will be transferred to
retained profits.

Dividends from these investments in equity
instruments are recognised in profit or
loss when the Group’s right to receive the
dividends is established, unless the dividends
clearly represent a recovery of part of the cost
of the investment. Dividends are included in
the other income and gains in profit or loss.
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Notes to the Consolidated Financial Statements

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.14 Financial instruments (continued)

Financial assets (continued)

Derecognition of financial assets

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

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

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

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

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

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES3HEMEs
POLICIES (continued)

3.14 Financial instruments (continued) 3.14£@MTE(E)

Financial assets (continued)

Derecognition of financial assets (continued)

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

On derecognition of an equity investments
designated at FVTOCI, the cumulative gain or loss
will not be reclassified to profit or loss on disposal
of the equity investments, and will be transferred to
retained profits.

Financial liabilities

The Group’s financial liabilities include bank and
other loans, accounts and bills payables, other
payables, accruals and deposit received, amount
due to an associate and amounts due to and loans
from shareholders and lease liabilities.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions
of the instrument. All interest related charges
are recognised in accordance with the Group's
accounting policy for borrowing costs.

A financial liability is derecognised when the
obligation under the liability is discharged or
cancelled or expires.
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Notes to the Consolidated Financial Statements

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.14 Financial instruments (continued)

Financial liabilities (continued)

Where an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and the recognition of a new
liability, and the difference in the respective carrying
amount is recognised in consolidated income
statement.

(i)

(ii)

Borrowings

Borrowings, which include bank and other
loans and loans from shareholders, are
recognised initially at fair value, net of
transaction costs incurred. Borrowings are
subsequently stated at amortised cost, any
difference between the proceeds (net of
transaction costs) and the redemption value is
recognised in consolidated income statement
over the period of the borrowings using
effective interest method.

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

Accounts and bills payables, other payables,
accruals and deposit received, amount due to
an associate, amounts due to and loans from
shareholders and lease liabilities

These are recognised initially at their fair value
and subsequently measured at amortised cost,
using the effective interest method.
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.
POLICIES (continued)

3.15 Impairment of financial assets

TESTHRBEE

3.15 SR EERE

The Group recognises a loss allowance for ECL on
financial assets which are subject to impairment
under HKFRS 9 (including accounts and bills
receivables, contract assets, deposits and other
receivables, pledged and restricted bank deposits
and cash and cash equivalents). The amount of ECL
is updated at each reporting date to reflect changes
in credit risk since initial recognition.

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

The Group always recognises lifetime ECL for
accounts and bills receivables and contract assets
without significant financing component. The ECL
on these assets are assessed individually for debtors
with significant balances and collectively using a
provision matrix with appropriate groupings.

For all other instruments, the Group measures the
loss allowance equal to 12m ECL, unless when there
has been a significant increase in credit risk since
initial recognition, the Group recognises lifetime
ECL. The assessment of whether lifetime ECL should
be recognised is based on significant increases in
the likelihood or risk of a default occurring since
initial recognition.
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Notes to the Consolidated Financial Statements

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.15 Impairment of financial assets (continued)

(i)

Significant increase in credit risk

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

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

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

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

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

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

— an actual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor
that results in a significant decrease
in the debtor’s ability to meet its debt
obligations.
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.15 Impairment of financial assets (continued)

(i)

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

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

Definition of default

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

Irrespective of the above, the Group considers
that default has occurred when a financial
asset is more than 90 days past due unless
the Group has reasonable and supportable
information to demonstrate that a more
lagging default criterion is more appropriate.
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Notes to the Consolidated Financial Statements

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.15 Impairment of financial assets (continued)

(iii)

Credit-impaired financial assets

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

significant financial difficulty of the issuer
or the borrower;

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

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

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

the disappearance of an active market for
that financial asset because of financial
difficulties.
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.15 Impairment of financial assets (continued)

(iv)

(v)

Write-off policy

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

Measurement and recognition of ECL

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

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

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.15 Impairment of financial assets (continued)

(v)

Measurement and recognition of ECL
(continued)

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

- Nature of financial instruments (i.e. the
Group’s accounts and bills receivables
together with contract assets and
deposits and other receivables are each
assessed as a separate group.);

- Past-due status;

- Nature, size and industry of debtors; and

—  External credit ratings where available.

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

The Group recognises an impairment gain
or loss in profit or loss for all financial
instruments by adjusting their carrying
amount, with the exception of accounts and
bills receivables, contract assets and deposits
and other receivables where the corresponding
adjustment is recognised through a loss
allowance account.
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES3HEMEs
POLICIES (continued)

3.16 Inventories 3.16 &

Inventories are carried at the lower of cost and net
realisable value. Inventories comprise coal, spare
parts and consumable store for trading and own
consumption purposes. Costs of coal is determined
using weighted average basis whereas costs of spare
parts and consumables are stated at first-in, first-
out or weighted average basis as appropriate, and
in the case of work in progress and finished goods,
comprise direct materials, direct labour and an
appropriate proportion of overheads.

Net realisable value is the estimated selling price in
the ordinary course of business less the estimated
costs of completion and the estimated costs
necessary to make the sale.

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in the
period in which the related revenue is recognised.
The amount of any write-down of inventories to
net realisable value and all losses of inventories are
recognised as an expense in the period the write-
down or loss occurs. The amount of any reversal
of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised
as an expense in the period in which the reversal
occurs.

3.17 Income taxes

Income tax represents the sum of current and
deferred tax. Income tax relating to items
recognised outside profit or loss is recognised
outside profit or loss, either in OCl or directly in
equity.
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e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.17 Income taxes (continued)

Current tax assets and liabilities are measured at
the amount expected to be recovered from or paid
to the taxation authorities, based on tax rates (and
tax laws) that have been enacted or substantively
enacted by the end of the reporting period, taking
into consideration interpretations and practices
prevailing in the countries in which the Group
operates.

Deferred tax is provided, using the liability method,
on all temporary differences at the end of the
reporting period between the tax bases of assets
and liabilities and their carrying amounts for
financial reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

e when the deferred tax liability arises from
the initial recognition of goodwill or an
asset or liability in a transaction that is not a
business combination and, at the time of the
transaction, affects neither the accounting
profit nor taxable profit or loss; and

o in respect of taxable temporary differences
associated with investments in subsidiaries,
associates and joint venture, when the timing
of the reversal of the temporary differences
can be controlled and it is probable that the
temporary differences will not reverse in the
foreseeable future.
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES3HEMEs
POLICIES (continued)

3.17 Income taxes (continued)

3.17 FR8% (&)

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused
tax credits and any unused tax losses. Deferred
tax assets are recognised to the extent that it
is probable that taxable profits will be available
against which deductible temporary differences, the
carryforward of unused tax credits and unused tax
losses can be utilised, except:

o When the deferred tax asset relating to
the deductible temporary differences arises
from the initial recognition of an asset
or liability in a transaction that is not a
business combination and, at the time of the
transaction, affects neither the accounting
profit nor taxable profit or loss; and

o in respect of deductible temporary differences
associated with investments in subsidiaries,
associates and joint venture, deferred tax
assets are only recognised to the extent that it
is probable that the temporary differences will
reverse in the foreseeable future and taxable
profit will be available against which the
temporary differences can be utilised.

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

Deferred tax is calculated, without discounting,
at the tax rates that are expected to apply in the
period when the asset is realised or the liability is
settled, based on the tax rates (and tax laws) that
have been enacted or substantively enacted by the
end of the reporting period.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.17 Income taxes (continued)

Deferred tax assets and liabilities are offset when
they relate to income taxes levied by the same
taxation authority and the Group intends to settle
its current tax assets and liabilities on a net basis.

o When the deferred tax asset relating to
the deductible temporary differences arises
from the initial recognition of an asset
or liability in a transaction that is not a
business combination and, at the time of the
transaction, affects neither the accounting
profit nor taxable profit or loss; and

o in respect of deductible temporary differences
associated with investments in subsidiaries,
associates and joint venture, deferred tax
assets are only recognised to the extent that it
is probable that the temporary differences will
reverse in the foreseeable future and taxable
profit will be available against which the
temporary differences can be utilised.

3.18 Employee benefits

Retirement benefit obligations

The Group operates a defined contribution
Mandatory Provident Fund retirement benefit
scheme (the “"MPF Scheme") under the Mandatory
Provident Fund Schemes Ordinance for all of its
employees in Hong Kong. Contributions are made
based on a percentage of the employees’ basic
salaries and are charged to the consolidated income
statement as they become payable in accordance
with the rules of the MPF Scheme. The assets of the
MPF Scheme are held separately from those of the
Group in an independently administered fund.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES3HEMEs
POLICIES (continued)

3.18 Employee benefits (continued) 3.18 EEBFI(&)

Retirement benefit obligations (continued)

The employees of the subsidiaries within the Group
which operate in the PRC are required to participate
in the central pension scheme operated by the local
municipal government. These PRC subsidiaries are
required to contribute a percentage of their payroll
costs to the central pension scheme as specified by
the local municipal government. The contributions
are charged to the consolidated income statement
as they become payable in accordance with the
rules of the central pension scheme.

Short-term employee benefits

Salaries, annual bonuses, paid annual leave and the
cost of non-monetary benefits are accrued in the
year in which the associated services are rendered
by employees. Where payment or settlement is
deferred and the effect would be material, these
amounts are stated at their present values.

3.19 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand
and demand deposits, and short-term highly
liguid investments which are readily convertible
into known amounts of cash, are subject to an
insignificant risk of changes in value, and have a
short maturity of generally within three months
when acquired.

3.20 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.
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.21 Provisions and contingent liabilities

Provisions are recognised when the Group has a
present obligation (legal or constructive) as a result
of a past event, and it is probable that an outflow
of economic benefits will be required to settle the
obligation and a reliable estimate of the amount of
the obligation can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditure expected to settle
the obligation.

All provisions are reviewed at each reporting date
and adjusted to reflect the current best estimate.

Where it is not probable that an outflow of
economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the
probability of outflow of economic benefits is
remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-
occurrence of one or more future uncertain events
not wholly within the control of the Group are
also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is
remote.

3.22 Segment reporting

The Group identifies operating segment and
prepares segment information based on the
regular internal financial information reported
to the executive directors of the Company (the
“Executive Directors”), being the chief operating
decision makers, for their decisions about resources
allocation to the Group's business components
and for 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 and service lines.

The measurement policies the Group uses for
reporting segment results under HKFRS 8 are the
same as those used in its consolidated financial
statements prepared under HKFRSs.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TES3HEMEs
POLICIES (continued)

3.23 Provision for reclamation obligations

3.23 BHERE HRE

The Group is required to make payments for
reclamation of the land after the underground
sites have been mined. Provision for reclamation
obligation is required when the Group has a
present obligation as a result of past event, and
it is probable that the Group will be required to
settle that obligation. Provisions are measured at
the directors’ best estimation of the expenditure
required to settle the obligation at the end of the
reporting period, and are discounted to present
value where the effect is material.

3.24 Fair value measurement

A number of assets and liabilities included in the
Group’s consolidated financial statements require
measurement at, and/or disclosure of, fair value.

The fair value measurement of the Group’'s
financial and non-financial assets and liabilities
utilises market observable inputs and data as far
as possible. Inputs used in determining fair value
measurements are categorised into different levels
based on how observable the inputs used in the
valuation technique utilised. The levels are defined
as follows:

Level 1: fair values measured using quoted
prices (unadjusted) in active markets for
identical financial instruments.

Level 2:  fair values measured using Level 2 inputs
i.e. observable inputs which fail to
meet Level 1, and not using significant
unobservable inputs. Unobservable inputs
are inputs for which market data are not
available.

Level 3:  fair values measured using significant
unobservable input.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TE@iHEME4%)

POLICIES (continued)

3.24 Fair value measurement (continued) 3.24 AV EFE(E)
The classification of an item into the above levels HEEREEE AT ES=ASF
is based on the lowest level of the inputs used BAREZZERERB AR
that has a significant effect on the fair value HEZE LR NRARR 2 E
measurement of the item. Transfers of items BIE B SN E A HRER o
between levels are recognised in the period they
occur.
For more detailed information in relation to the fair B LA E AEEETE Bt
value measurement of the items above, please refer MER - F2XEIEAME -
to the applicable notes.

3.25 Related parties 3.2 BEAL

(@) A person or a close member of that person’s (a)
family is related to the Group if that person:

(i)  has control or joint control over the
Group;

(i) has significant influence over the Group;
or

(i) is a member of key management
personnel of the Group or the Company’s
parent.

or o,

(b) An entity is related to the Group if any of the (b)
following conditions applies:

(i)  The entity and the Group are members of
the same group (which means that each
parent, subsidiary and fellow subsidiary is
related to the others).
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.25 Related parties (continued)

(b)

An entity is related to the Group if any of the
following conditions applies: (continued)

(i)  One entity is an associate or joint venture
of the other entity (or an associate or
joint venture of a member of a group of
which the other entity is a member).

(iii) Both entities are joint ventures of the
same third party.

(iv) One entity is a joint venture of a third
entity and the other entity is an associate
of the third entity.

(v)  The entity is a post-employment benefit
plan for the benefit of the employees
of the Group or an entity related to the
Group.

(vi) The entity is controlled or jointly
controlled by a person identified in (a).

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

(viii) The entity, or any member of a group
of which it is a part, provides key
management personnel services to the
Group or to the parent of the Company.

Close members of the family of a person are
those family members who may be expected
to influence, or be influenced by, that person
in their dealings with the entity.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

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

Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal to the related actual results.
However, other than the judgement made by the
directors of the Company in respect of going concern
as disclosed in note 3.1 above, 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.

(i) Depreciation of property, plant and
equipment and right-of-use assets

Other than CIP and aluminum boundary wall moulds,
the Group depreciates property, plant and equipment
using straight-line method over the estimated useful
lives ranging between 3 to 25 years, starting from
the date on which the assets are ready for productive
use. For aluminum boundary wall moulds, the Group
depreciates over their estimated product lives. For
the right-of-use assets, the Group depreciates right-
of-use assets over the lease term determined at the
commencement date for leases. The estimated useful
lives, product lives and lease term reflect the directors’
estimate of the periods that the Group intends to
derive future economic benefits from the use of the
Group's property, plant and equipment and right-of-
use assets. The carrying amount of property, plant
and equipment, other than CIP, as at 31 December
2019 was approximately HK$188,845,000 (2018:
approximately HK$393,650,000) and the carrying
amount of right-of-use assets was approximately
HK$65,763,000 (2018: Nil). Further details are
disclosed in notes 15 and 17.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Critical accounting estimates and assumptions
(continued)

(ii)

(iii)

Amortisation of mining rights

The Group amortises its mining rights using a
units-of-production method, utilising only proved
and probable coal reserves as the depletion
base. The estimated coal reserves and the related
future economic benefits were estimated by the
directors of the Company. Accounting policy on
mining rights is set out in note 3.10. The carrying
amount of mining rights as at 31 December
2019 was approximately HK$131,861,000 (2018:
approximately HK$293,917,000). Further details are
disclosed in note 19.

Provision of ECL for accounts and bills
receivables

The Group estimated the amounts of ECL for
accounts and bills receivables based on (i) market
borrowing rates for these debts grouped based on
their risks and characteristics, less risk-free rate;
and (i) the expected settlement dates taking into
amount for the Group’s historical experience in
relation to accounts and bills receivables. The Group
also takes into account forward-looking information
that is reasonable and supportable available without
undue costs or effort. At every reporting date, the
estimated default rates are reassessed and changes
in the forward-looking information are considered.
In addition, accounts and bills receivables which are
significant and credit impaired are assessed for ECL
individually.

The provision of ECL is sensitive to changes in
estimates. The information about the ECL and the
Group’s accounts and bills receivables are disclosed
in note 45(a).

The impairment loss of accounts and bills
receivables provided during the year ended
31 December 2019 were approximately
HK$16,173,000 (2018: HK$9,156,000). Further
details are disclosed in note 45(a).
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Critical accounting estimates and assumptions
(continued)

(iv) Impairment of non-financial assets

(v)

The Group assesses at each reporting date whether
there is any indication that non-financial assets with
definite lives may be impaired. If any such indication
exists, the Group estimates the recoverable amount
of the assets in accordance with the accounting
policy stated in note 3.12. In assessing whether
there is any indication that non-financial assets may
be impaired, the Group considers indications from
both internal and external sources of information
such as evidence of obsolescence or decline in
economic performance of the assets, changes in
market conditions and economic environment.
These assessments are subjective and require
management’s judgements and estimations.

During the year ended 31 December 2019,
impairment loss on property, plant and equipment
of approximately HK$995,000 (2018: approximately
HK$5,693,000) was recognised by the Group and
details of this impairment are set in notes 15 and
20.

During the year ended 31 December 2019,
impairment loss on mining rights of approximately
HK$32,926,000 (2018: approximately
HK$8,544,000) was recognised by the Group and
details of this impairment are set out in notes 19
and 20.

Provision for reclamation obligations

The provision is reviewed regularly to verify that it
properly reflects the remaining obligation arising
from current and past mining activities. Provision
for land reclamation is determined by management
based on their best estimates of the current and
future costs, latest government policies and past
experiences. The carrying amount of provision
for reclamation obligations as at 31 December
2019 was approximately HK$24,001,000 (2018:
approximately HK$100,164,000). Further details are
disclosed in note 32.
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

Critical accounting estimates and assumptions
(continued)

(v)

(vi)

Provision for reclamation obligations
(continued)

Management determined that the probability
to make payment of such liability within twelve
months after the reporting period is remote taking
into account the industry practice and the Group’s
scenario, facts and circumstances. However,
management also considered that the relevant
government authorities have the sole discretion to
request payment of such liability. As the Group does
not have unconditional right to defer settlement
of such liability for at least twelve months after
the reporting period, accordingly, the provision
for reclamation obligations is classified as current
liabilities in accordance with HKAS 1 (Revised).

Central pension scheme

Certain subsidiaries of the Group in the PRC are
required to contribute certain percentage on
their payroll costs for employees to the central
pension scheme. However, the implementation
and settlement of the contribution to the central
pension scheme varies among various Social Security
Bureaus in cities of the PRC, and the Group has not
finalised its contribution calculation and payments
with the local Social Security Bureau in the PRC.
Accordingly, significant judgement is required
in determining the amount of the contribution.
The Group recognised the contribution based on
management’s best estimates according to the
understanding of the rules of the central pension
scheme, with reference to the legal opinion received
by the Group.
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SEGMENT INFORMATION

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 for 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 and service lines.

An operating segment is a component of the Group that
is engaged in business activities from which the Group
may earn revenue and incur expenses, and is identified
on the basis of the internal management reporting
information that is provided to and regularly reviewed
by the Executive Directors in order to allocate resources
and assess performance of the segment. The Executive
Directors have determined that the Group’s operating and
reportable segments under HKFRS 8 are as follows:

e  Coal Business - Production and sale of coal
and trading of purchased coal

e Building Materials - Production and sale of
Business building materials and leasing
of aluminum boundary wall

moulds

During the year ended 31 December 2019, one of the
subsidiaries of the Company commenced the business of
leasing of aluminum boundary wall moulds. Information
about this strategic business unit that is not reportable in
accordance with HKFRS 8, is consolidated under “Building
Materials Business” in this year.

The measure used for reporting segment (loss)/profit is
adjusted loss before income tax. Items not specifically
attributable to individual segments, such as share of
results of associates and a joint venture, finance costs,
interest income, unallocated head office and corporate
expenses are further adjusted.
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SEGMENT INFORMATION (continued)

Segment assets include all tangible assets, prepaid land
lease payments, right-of-use assets, goodwill, mining
rights, other intangible assets and current assets with the
exception of other corporate assets. Segment liabilities
include accounts and bills payables, other payables

DEBER (&

NHEEBREMBEBELEE BN
WHEHRE FAEEE BE KE
B HthBEEERRBEE HH
tAREERIIN - D HBEEREES
R E LR ENEREEE B

and accruals attributable to activities of the individual FERRIBE R FEET B A - B 2R & 75 7
segments, provision for reclamation obligations, lease B HEAGEREWILS -
liabilities and deposit received.

Revenue and expenses are allocated to the operating and WH R EZE N IELE 2
reportable segments with reference to sales generated HEEMBHR I B FAE R
by those segments and the expenses incurred by those RE D EL o

segments.

(a) Segment revenue and results (a) PBUREREE

The following is an analysis of the Group's D,{TEEHQEEEE%ZE%F%A&@
disaggregation of revenue from contracts with ERAIZEF/D B2 EEE D KB
customers by the timing of revenue recognition and ZEA ,\'quﬁz%\/\ﬁp SHT
results from operating and reportable segments:

Building

Coal Materials
Business Business Total
HK$'000 HK$'000 HK$'000
BRER BMEK #et

FER FRET FRET

For the year ended BE-Z-h&
31 December 2019 +tZA=+—HLEEE
Revenue from external customers @A &I\jBE)E 2 WS M ARER
and disaggregated by timing of Wk D48
revenue recognition
Point in time g 274,893 225,762 500,655
Point over time — BRI ] - 3,881 3,881

274,893 229,643 504,536

Segment (loss)/profit AE(EBEER),a A (67,325) 984 (66,341)

Reversal of provision for central B RRINE ET & 2 B

pension scheme 22,720 1,390 24,110
Depreciation and amortisation e R g (46,146) (24,150) (70,296)
Net impairment loss on financial £ REENRANEEZRE

and contract assets Ei8% %8 (368) (18,222) (18,590)
Impairment loss on property, plant ¥ - 5= K 5% < FiE B 18

and equipment (995) - (995)
Impairment loss on mining rights ~ EAEHE 2 B E &8 (32,926) - (32,926)
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5.

SEGMENT INFORMATION (continued)

(a) Segment revenue and results (continued)

FNFFZAS+—AIFE

5. DEPERE)

(a) oBBERFE(E)

Building
Coal Materials
Business Business Total
HK$'000 HK$'000 HK$'000
BE R E T BMER Bt
FAT FHET T
For the year ended 31 BEZ-F-N\E+=A
December 2018 =t—HLEEFE
Revenue from external customers 3 [& &I\*B%}E' 2 Wz MR R
and disaggregated by timing of Wz 2 B E DB
revenue recognition
Point in time B 763,432 198,008 961,440
Segment (loss)/profit AE(EBEER) R (40,364) 14,886 (25,478)
Reversal of provision for central B[R REIRE 52 2 BE
pension scheme 23,189 1,344 24,533
Depreciation and amortisation W& Ko (44,649) (23,885) (68,534)
Net reversal of/(impairment loss) & RIRAKNEEZ
on financial and contract assets o/ (REEE) %58 2,412 (12,038) (9,626)
Impairment loss on property, plant 413 - W= & & & 2 B E Eid
and equipment (5,693) - (5,693)
Impairment loss on mining rights ~ SXAEHE 2 5 E &8 (8,544) - (8,544)
2019 2018
HK$'000 HK$'000
—E-NF —N\F
FExT FET
Reconciliation of segment DEEFREIBE R
profit or loss:
Reportable segment loss from REREBEINEGERZ
the Group’s external customers A 2m o I EE (66,341) (25,478)
Share of results of associates FEIEERE N T LS (1,692) (12,826)
Share of results of a joint venture [E{F—Ff& & DXL 23 51
Finance costs MEER (84,526) (101,514)
Interest income AlpS H&U\ 53,544 2,296
Unallocated head office ROBBRIHERAFIAEZ
and corporate expenses (11,529) (17,422)
Loss before income tax bR PTS T AT B 18 (110,521) (154,893)
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

5. SEGMENT INFORMATION (continued) 5. oEbER#E
(b) Segment assets and liabilities (b) PHEERERE
The following is an analysis of the Group’s assets AT AR e KAl 3RE o2&l o
and liabilities by operating and reportable segments: NAEBEENBEDT
Building
Coal Materials
Business Business Total
HK$'000 HK$'000 HK$'000
R EH B EK st
FET FHET TET
At 31 December 2019 R=ZB-hF+=-A=+—-H
Segment assets DEEE 168,060 344,777 512,837
Additions to non-current segment FERIERB D HFEERE
assets during the year 6,806 4,015 10,821
Segment liabilities SHEE (201,073)  (200,639)  (401,712)
At 31 December 2018 R=B-N\F+=-A=+—H
Segment assets THEE 1,354,909 549,715 1,904,624
Additions to non-current segment ERIERE D AHEERE
assets during the year 10,865 300,622 311,487
Segment liabilities SHEE (1,215,714) (94,028) (1,309,742)
2019 2018
HK$'000 HK$'000
—B-hAE —FE-NAF
FTHET F#&T
Reconciliation of segment DEEEHR:
assets:
Reportable segment assets AmEDEEE 512,837 1,904,624
Interests in associates N NI - 100,046
Interest in a joint venture R—EeErEER - 5,973
Financial assets at FVTOCI RAFEFAE MR
SRMAE - 082
Deferred tax assets BERIBEE 3,148 -
Tax recoverable CIRQEIRE=N 8,081 9,433
Restricted bank deposits ZRHEAEITER - 1,621
Cash and cash equivalents HeMkBEeEEEH 15,904 35,789
Unallocated corporate assets AOEGEEE 7,430 12,734
Consolidated total assets LA EEMRE 547,400 2,070,902
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5.

SEGMENT INFORMATION (continued) 5. DEERE
(b) Segment assets and liabilities (continued) (b) *HEERERB(E)
2019 2018
HK$'000 HK$'000
—B-hAEFE —FE-ANAF
FET T IT
Reconciliation of segment PEHEEHEK:
liabilities:
Reportable segment liabilities AmEo AR’ 401,712 1,309,742
Amount due to an associate A — R B = R Bl FROE - 14,640
Amounts due to and loans from  EfTARE RXERIKAREE K
shareholders 58,572 63,626
Bank and other loans BITREMER 147,014 840,564
Lease liabilities HEARE 665 -
Deferred tax liabilities FEERIBE & - 489
Unallocated corporate liabilities ~—~ FHA B X EE 23,007 5,308
Consolidated total liabilities REBRERE 630,970 2,234,369
Geographical information (c) HEEHR

(c)

The Group's revenue from external customers is
all derived from the PRC and most of its non-
current assets are located in the PRC. The Company
is an investment holding company incorporated
in Bermuda, in where the Group does not have
any activities. The Group has the majority of its
operations and workforce in the PRC, and therefore,
the PRC is considered as the Group's country of
domicile for the purpose of disclosures as required
by HKFRS 8.

The geographical location of customers is based on
the location at which the services were provided or
the goods were delivered. The geographical location
of the non-current assets is based on the location of
assets.
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

5. SEGMENT INFORMATION (continued) 5. oEERE)
(d) Information about major customers (d) EEFEEFZEH
Revenue from customers contributing over 10% of REBERMAEBEBZKEBERB
the total revenue of the Group. 10% MR P 2 W o
2019 2018
HK$'000 HK$'000
—E-hEF —E-N\F
FET FATT
Customer A ZEA 112,766 357,446
Customer B! & B! 69,649 249,974
Customer C! ZEC! 83,138 99,375
i Revenue from Coal Business 1 L& =N
6. REVENUE AND OTHER INCOME AND 6. WEkHMBARER
GAINS
Revenue represents the income arising from the Group’s WatE A KB F ZXK(BEORERE
principal activities which include (i) production and sale ENEE  (VBAEKES  (iEM
of coal; (ii) trading of purchased coal; (iii) production and HAEREE: RivEESEaEEE
sale of building materials; and (iv) leasing of aluminum B)EEZIRA o
boundary wall moulds.
Revenue and other income and gains recognised during FRNER WS R EMIE A RS0
the year are as follows: N
2019 2018
HK$'000 HK$'000
—E-NF —ET-)N\F
FExT FATT
Revenue from contract with BEBMBEHREERE1SHE
customers within the scope of BzEFEWlas REVE
HKFRS 15, types of goods: Bl :
Production and sale of coal HxEEREE 205,244 324,515
Trading of purchased coal BAKKES 69,649 438,917
Production and sale of EMEEREE
building materials 225,762 198,008
500,655 961,440
Revenue from other source: REHEAMBRRERAUWA :
Rental income arising from leasing HERMEREAEE 2 HS
of aluminum boundary wall moulds A 3,881 =
504,536 961,440

REGRERERAT 2019558 129



B 00

Notes to the Consolidated Financial Statements

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

6. REVENUE AND OTHER INCOME AND

GAINS (continued)

6. WERHMBAREGRE#)

2019 2018
HK$'000 HK$'000
—E-hE —B-N\%
FExT FHET
Gross (loss)/profit derived from: REUT&EH
(£8) EA:
Production and sale of coal HREEREE (30,316) (4,712)
Trading of purchased coal BAKKES (693) (330)
Production and sale of building BMEEREE
materials 72,310 64,582
Leasing of aluminum boundary wall A &2 &l E & A
moulds 3,310 =
44,611 59,540
2019 2018
HK$'000 HK$'000
—E-AF —E-N\F
FET FHET
Other income and gains HihW A RB&=
Bank interest income RITALB WA 53,544 2,296
Discount at inception of deposit BWiRE 2 MBI RE
received (note 31(c)) (Ht3£31(c)) - 2,458
Government subsidies (note (a)) AT #ERE (Mat(a)) 17,160 16,372
Gain on bargain purchase arising WENBARIEEEELZ
from acquisition of subsidiaries EEEBE W (Mit40)
(note 40) - 2,629
Gain on disposal of coal production HERREREBREE RS
capacity replacement quota (note (b))  (Kfa#(b)) 16,853 5,747
Gain on disposal of a subsidiary HEMBRATNBE
(note 14(b)) (HtaE14(b)) - 62
Rental income He WA 3,511 1,210
Reversal of provision for central BOR R REETE 2 BE
pension scheme 24,110 24,533
Others HAh 3,689 436
118,867 55,743
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REVENUE AND OTHER INCOME AND
GAINS (continued)

The Group has applied the practical expedient in
paragraph 121 of HKFRS 15 to its sales of coal
and building materials contracts that regarding the
performance obligation that has an original expected
duration of one year or less, the Group does not make
disclosure in accordance with paragraph 120 of HKFRS
15, that is the aggregate amount of the transaction
price allocated to the performance obligations that are
unsatisfied (or partially unsatisfied) as of the end of the
reporting period and an explanation of when the Group
expects to recongise as revenue.

Notes:

(@) The Group received unconditional subsidies from local
government during the year as recognition of the Group’s
sale of building materials which considered as the
environmental-friendly products in the PRC.

(b) The Group disposed of coal production capacity
replacement quota to a coal mining company during
the year with a cash consideration of RMB14,858,000
(equivalent to approximately HK$16,853,000)
(2018: RMB4,950,000 (equivalent to approximately
HK$5,747,000)). The consideration of RMB14,858,000
(2018: RMB4,950,000) was received during the year.

WaEREMRAR G E)

REBE BB BN EHRE LRI FE 155
FI2NBENUTEEZGTARSERE
HEERER —FHATIREHER
ZHERREEMEY AEBTE
RREBMBEHRELERFE1555120
EQTBZ?E Eﬂ#%&iﬁﬁiﬁ AN e BN
ﬂ( DHABIT) CBHNEET 22
%&E&$%.iﬁ/ﬁﬂﬁéwu”&]\25‘rﬁﬁ
2 R o

iz

(@) FA AEEESE BT ERE
108 B - 1 A 58 R A 5 B 0 R B 8
ERRRREROEM -

by FR AEER—FRERFAKRA
AHERREEERERE R
KB B AR#14,858,0007T (1%
R #916,853,0008 ) (= — N\
F£: AR#4,950,0007T (5 RN
#95,747,0008 7T) ) - REARKE
14,858,000 (ZZE—)\F: AR

#4,950,0007T ) 2 70 4F A YR -
FINANCE COSTS Bt i%5 & B
2019 2018
HK$'000 HK$'000
—E-hFE ZE-N\F
FTET FHET
An analysis of finance costs is as MEERZAWNAT :
follows:
Unwinding of imputed interest on RKEBREBEERZ(HEF S (o #
loans from shareholders (KaE30(b))
(note 30(b)) 3,746 8,750
Unwinding of imputed interest on B iR e 2 EF S B #
deposit received (note 31(c)) (Kt7£31(c)) 174 72
Interest expenses on lease liabilites A& & &2 F 2% 67 -

Interests on bank and other loans
Bank charges on discounted bills
receivable

RITRHEMER 2 FBAX 60,647 60,527
BRI ER 2 IRITIWE

19,892 32,165

84,526 101,514
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8. LOSS BEFORE INCOME TAX 8.

Loss before income tax is arrived at after charging:

BRETISBLAIE 18
RS HATBRE R -

2019 2018
HK$'000 HK$'000
—E-hFE ZZE-)N\F
FHET FHET
Amortisation of mining rights** PR o >
(note 19) (KfaE19) 6,464 7,805
Amortisation of other intangible B {th fm 2 & = g
assets** (note 21) (KiaE21) 134 80
Amortisation of prepaid land lease & {5t + b 7R S A R g >
payments** (note 16) (Mtat16) - 1,569
Auditor’s remuneration* * = BRI B & * >
— Auditor services — B Z RS 1,000 1,030
— Non-audit services — B ZRG 965 360
Cost of inventories recognised as R AR 2 FE KA
expenses’ 455,368 895,813
Write-down of inventories included in 5t A 17 &K 7R 2 17 & #UR
cost of inventories 997 56
Depreciation of property, plant and %% &5 kR BT E*
equipment* (note 15) (Kta£15) 62,048 59,332
Depreciation of right-of-use assets** (FFEEEITE**
(note 17) (MtaE17) 2,845 -
Employee benefits expense (including EE@F X (BIBREEFH)
directors’ remuneration) (note 11) (Ktaz11) 158,151 206,528
Expenses relating to short-term lease*** %5 i & B RF 2 f 5 *** 13 -
Loss on disposals of property, plant  HEWE HWELEZEZ
and equipment, net BB 70 95
Minimum lease payments under BT BFERBAERE
operating leases on land, buildings JIRETAEIA [~
and office equipment## KA E k0 - 1,593
Provision for reclamation obligations 5328 & F & & (1 3132)
(note 32) 4,556 6,087
Research expenses AL 15,778 1,963
* Depreciation of property, plant and equipment * 450,661,000 7T (= F — )\ £ :

approximately HK$50,661,000 (2018: approximately
HK$50,626,000), HK$11,362,000 (2018: approximately
HK$8,607,000) and HK$25,000 (2018: HK$99,000) has
been included in cost of sales, administrative expenses and
selling and distribution expenses respectively.

** Included in administrative expenses in the consolidated
income statement.

*** Expenses relating to short-term lease of approximately
HK$13,000 (2018: Nil) has been included in administrative
expenses respectively.
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LOSS BEFORE INCOME TAX (continued)

i Cost of inventories included approximately
HK$173,363,000 (2018: approximately HK$221,513,000)
relating to employee benefits expense and depreciation
which amounts are also included in the respective total
amounts disclosed separately above for each of these
types of expenses.

a Amount in 2018 represents the operating lease charges
recognised over the lease terms for operating leases under
HKAS 17. Upon adoption of HKFRS 16 as disclosed in
note 2(b), the minimum lease payments under operating
lease charges (except for short-term leases) are no longer
recognised under operating expenses.

INCOME TAX CREDIT

Pursuant to the rules and regulations of Bermuda and the
British Virgin Islands (the “BVI"), the Group is not subject
to any income tax in Bermuda and the BVI (2018: Nil).

No Hong Kong Profits Tax has been provided for the year
in the consolidated financial statements as the Group has
tax losses brought forward from previous years (2018:
Nil).

Corporate income tax arising from operations in the
PRC was calculated at the statutory income tax rate of
25% (2018: 25%) of the estimated assessable profits as

8.

e MR ®RRNE

FNF+AS+—HIFE

[‘%Ffﬁqﬁﬂuﬁﬁa(ﬁ

FERABELES BRI RIT
E R M173,363,0008 L (==
— J\4F :#9221,513,000&7T) ' &
BeEND A ARSZERAZER
R EXEBFRENHBESRE-

HoORZE-N\FZeREREERES
AHERIEITSRREE BN 2 BBA
HRZBEREER - RNEFAK =
20 B2 BBV B RELLE
165%1%  RETEEER (RHHEER
SMIET 2 RERENRTBEREE
FXH T HER

FriEBiiER

BRENGBRUAHS ([EEELH
SEDORANFER AEBRBERE
KRB B B S B AN TSR
(ZF—N\EF: E|)-

ERAEEFANEFERAE 2HIA
g MEALER BT L NEHRER

BYBHRRIEHBERH  —F—N\F:
o

Rz BRBE A SRR LARG - &+
BEEXBEE 2 EEMBRIIER
B 2 fh ET SR B M A TE P15 TR

determined in accordance with the relevant income tax FR25%(=F—\F : 25% )zt& o
rules and regulations in the PRC.
2019 2018
HK$'000 HK$'000
—E-hEF —E-NF
FET FATT
Current tax - PRC corporate BB E-PRELEFMEH
income tax
— Current year —AREFEE 607 375
Deferred tax ELER IR R
— Current year (note 36) —NEE (Krat36) (3,679) (2,636)
Income tax credit BT 155 3K (3,072) (2,261)
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INCOME TAX CREDIT (continued) 9. FIEBiERE(E)
A reconciliation between income tax credit to loss before Fr 1S 744K S B2 Bk P15 75 A E5 1R 128 A
income tax at applicable tax rates is as follows: BEZEERMT ¢
2019 2018
HK$'000 HK$'000
—E-hEF —FT-N\F
FHET FHET
Loss before income tax bR FT1S T A S 18 (110,521) (154,893)
Tax on loss before income tax, LZIEEETS Al AR R B R A
calculated at the applicable rates in ~ EAERFIEFHATEE 218
the tax jurisdictions concerned (16,511) (35,479)
Tax effect of non-deductible expenses ~8] 154 5 5 2 1 18 52 2 2,687 15,887
Tax effect of deductible temporary SRR A $E 0 R 1 = B A%
differences not recognised - (3,682) (537)
Tax losses not recognised REERIEEE 17,776 21,731
Effect of tax reduction (note) B2 B (M at) (3.299) (4,046)
Utilisation of previously unrecognised /) FB 38 7 7R 7 2 54 18 &5 18
tax losses (43) (32)
Under-provision in respect of wEFERETR
prior year - 215
Income tax credit Frigfiik % (3,072) (2,261)

Note:

Pursuant to relevant pronouncement issued by the State
Administration of Taxation of the PRC, a subsidiary of the
Company, is eligible to reduce its assessable profit by 10%
of the revenue generated from the sales of certain building
material products, for tax reporting purpose. The list of
approved building material products is issued by the Ministry of
Finance of the PRC, the State Administration of Taxation of the
PRC and National Development and Reform Commission of the
PRC.

As the associates and the joint venture did not generate
any assessable profits during the year, no income tax
expense arising from their operations has been provided
for the year (2018: Nil). There is no share of income tax
expense attributable to associates and a joint venture
(2018: Nil).
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

10. LOSS PER SHARE ATTRIBUTABLE TO THE 10. XATFHEBANEEBRERE
OWNERS OF THE COMPANY

The calculation of basic loss per share attributable to the KRRHEB ABIML 2 FREKRERET
owners of the Company is based on the following data: BT 8BTS -
2019 2018
HK$'000 HK$'000
—B-AF —FE-NAF
THET FHET
Loss for the year attributable to the  FAMNUGTEBREKREE 2
owners of the Company for the RARERE AL FEARNEIE
purpose of basic loss per share (99,922) (142,747)
2019 2018
Number of Number of
Shares Shares
‘000 '000

—B-nE —EN\F
RHHE Bt % B

Weighted average number of ordinary fB LAt E SRR AEE 2
shares in issue for the purpose of BT T MmAREE MNiEFH

basic loss per share 1,040,174 1,038,379
There were no dilutive potential ordinary shares during HE_E—hEE-_ZET—N\FE+_HA
the years ended 31 December 2019 and 2018 and ST+ HRLEEEYRECEE LR
therefore, the amount of diluted loss per share is same as B Rt g S uEegiRE
the amount of basic loss per share. REB R FEAER -
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11. EMPLOYEE BENEFITS EXPENSE
(INCLUDING DIRECTORS’

M. BEEEFRAX(BEESEHE)

REMUNERATION)
2019 2018
HK$'000 HK$'000
—E-hEF —E-N\F
FET FAETT
Short-term benefits: HEEA
Fees, salaries, allowances and other #% %% EBEILEMEY
benefits in kind T &5 125,230 149,252
Post-employment benefits: BER 212 7 -
Retirement benefit scheme RRAE A ET S5k
contributions (defined (EREHERETED
contribution plans) 32,921 57,276
158,151 206,528

At 31 December 2019, the Group had no forfeited
contributions available to reduce its contributions to the
pension scheme in future years (2018: Nil).
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

12. DIRECTORS’ AND CHIEF EXECUTIVE’'S 12. EERTETHAEMNE
REMUNERATION

The emoluments paid or payable to the directors,
disclosed pursuant to the Listing Rules and section
383(1)(@), (b), (c) and (f) of the Hong Kong Companies
Ordinance and Part 2 of the Companies (Disclosure of
Information about Benefits of Directors) Regulation, were

ENHENEEMS(RIELEHRA
N EB R EEGIZE383(1)(a) ~ (b) ~ (c)
ROBAR AR (REEENRER)
BBIFE 282 RE TIABEE) AT ¢

as follows:
Salaries,
allowances Retirement
and other benefit
benefits in scheme
Fees kind contributions Total
HK$'000 HK$'000 HK$'000 HK$'000
#4020
RHMEY RIREF
e Ak B Het
THER THERT THER TER
For the year ended BE-_F-N¥+=H
31 December 2019 =t+t—HLFE
Executive Directors HITES
Mr. Dong Cunling ERIkEE - 1,046 - 1,046
Mr. Sun Shusheng'® BEELES - 1,200 - 1,200
Mr. Li Xiangfei (“Mr. Li")*  ZHIREE ([FEE])S - 12 - 12
Mr. Zhang Yi¢ SRIR ST A - 12 - 12
Mr. Zhou Guangwen?® B3 - 300 - 300
Non-executive director FHTES
Mr. Li Chunyan FEERE 300 - - 300
Independent non-executive B FHTES
directors
Dr. Chen Renbao’ BRECE L 150 - - 150
Mr. Ma Wai Tong® BIRE LS 147 - - 147
Mr. Ma Yueyong? HRE K &S 150 - - 150
747 2,570 - 3,317

BMEERIERERAT 2019FFHR
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

12. DIRECTORS’ AND CHIEF EXECUTIVE'S

12. EERFTETHAEME (&)

REMUNERATION (continued)

Salaries,
allowances  Retirement
and other benefit
benefits in scheme
Fees kind  contributions Total
HK$'000 HK$'000 HK$'000 HK$'000
e EEh
REMEY) RKEF
we ks FTEI K Bt
FATT FATT FAET FATT
For the year ended BE_Z-)\F+=A
31 December 2018 =t+—BIFE
Executive Directors BITES
Mr. Dong Cunling ERFIREE - 1,042 = 1,042
Mr. Yang Hua' GEL A = 26 = 26
Mr. Sun Shusheng' 5 BRELEXE" - 653 - 653
Mr. Chen Xu' PR B S A - 26 - 26
Mr. Li® 2SS - 7 - 7
Mr. Wu Jiahong? MRS AT S 3 - 450 14 464
Mr. Zhang Yi¢ SRR 5t A - 11 - 11
Mr. Zhou Guangwen?® B E X ok = 300 = 300
Non-executive director FHTES
Mr. Li Chunyan THRERE 300 = = 300
Independent non-executive B FHTES
directors
Dr. Chen Renbao’ BRECEHL 150 = = 150
Mr. Jiang Xiaohui2 BB LA 69 - - 69
Mr. Ma Wai Tong® BEELAES 45 - - 45
Mr. Ma Yueyong? BB LES 150 - - 150
714 2,515 14 3,243

SEEERBBEER TN

Mr. Yang Hua and Mr. Chen Xu resigned as Executive L

Directors with effect from 8 February 2018. Mr. Yang Hua
remained as the chief executive of the Company until 31
December 2018. Mr. Sun Shusheng was appointed as the
chief executive of the Company with effect from 1 January
2019.

Mr. Jiang Xiaohui resigned as an independent non-
executive director of the Company with effect from 15
June 2018.

Mr. Wu Jiahong resigned as an Executive Director with

F_ANBBERTESZ -HER
ENRARBTHREH BE_Z
—NE+-_RA=+—B-BRELE
ER_F-NE-—A-BEZER
RRABITRARE -
BEREAEN_T-N\FRATH
HEHERR BB IENITES -

BRAFERZZE-NFAATH

effect from 14 September 2018. HEHERITES -

Mr. Zhang Yi was appointed as an Executive Director with RREERZ—-—NFE-_ANBE
effect from 8 February 2018. ZAERRITES-

Mr. Li and Mr. Sun Shusheng were appointed as Executive BEERNBELEER T N\F
Directors with effect from 15 June 2018. NATHRAERZERMITES-

Rosan Resources Holdings Limited Annual Report 2019
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (continued)

& Mr. Ma Wai Tong was appointed and resigned as an
independent non-executive director of the Company with
effect from 14 September 2018 and 24 December 2019
respectively.

Z Dr. Chen Renbao resigned as an independent non-
executive director of the Company with effect from 1
January 2020.

g Mr. Zhou Guangwen and Mr. Ma Yueyong resigned as
an Executive Director and an independent non-executive
director of the Company respectively, with effect from 1
April 2020

During the year, no emoluments were paid by the Group
to the directors or chief executive of the Company 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 or chief executive of the Company in respect of
their services to the Group (2018: Nil).

There was no arrangement under which a director or
chief executive of the Company waived or agreed to
waive any remuneration during the year (2018: Nil).

FIVE HIGHEST PAID INDIVIDUALS AND
SENIOR MANAGEMENT EMOLUMENTS

The five individuals whose emoluments were the
highest in the Group for the year included two (2018:
three) directors of the Company whose emoluments
are reflected in the analysis presented in note 12. The
emoluments paid or payable to the remaining three
(2018: two) individuals, during the year were as follows:

12.

13.

ESRTETBAEME (@)

e BREEAER T N\FALATE

Bk=—ZF—NF+_A=+MHBESD
RIERE A REEARR RIS IEHR
TE=E-

! RECEREIR T -FF—H—H

BHEARR BB IFITES -

8 FAEXEERERBERENR T —

TEMH— B RIBHERRRIFTT
EERBUFNTES-

FR AEEREN T ARREERK
TETBRABEAMESESINARE
B SR I AR SR B 2 SRR sk 1B ok
B2 WE(ZZ—N\F : &)

FR WERARAFTNEZTHEETH
A B ARG BT 4 AR % ) BE A%
(ZF—N\F : #)-

FR UEITLEMNEEARRES
FHEBITHRABRESXREREEM
MEMZB(ZT—N\F : &)

hEREHFALREREERE
[

ER AEBALRBHALRER
BT N\F: ZR)ARAANES
W2 MEERMEI225 2 2R
B FRENRBABT=H(-F
—\fF BB ALBEMT

2019 2018
HK$'000 HK$'000
—¥-nE —B-NF
FE T FABIT
Salaries, allowances and e FEMEEMEYHE
other benefits in kind 2,409 2,518
Retirement benefit scheme RRTE F FT B 5K
contributions 46 36
2,455 2,554
BEERZERERLAR 2019FF3K
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

13. FIVE HIGHEST PAID INDIVIDUALS AND 13. EREBESHEALTREREEE

SENIOR MANAGEMENT EMOLUMENTS
(continued)

The emoluments paid or payable to the remaining three
(2018: two) individuals with the highest emoluments
were within the following bands:

[ A,

ENSEMBT =22 —N\F:
MB)EERTFALTZHMENFIATE
:

2019 2018
No. of No. of
individuals individuals
—E-NF —E-)N\F
A N

Emolument band i < %5 &
Nil — HK$1,000,000 £ %1,000,000/% 7T 2 1
HK$1,000,001 — HK$1,500,000 1,000,001 7T £ 1,500,000/ 7T 1 =
HK$2,000,001 — HK$2,500,000 2,000,001 7c £2,500,0007% 7T - 1

During the year, no emoluments were paid by the Group
to the five highest paid individuals 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
five highest paid individuals in respect of their services to
the Group (2018: Nil).

The emoluments paid or payable to members of senior
management were within the following bands:

FRN AEEYERAIERSHAL
SAERIBNE E S IARE B BB
PRAA SR B85 2 B2 S R R B 2 #E
B(ZT—N\F : #E)-

FR ABRABRSHFALR/ELE
BREREmMELBRE—Z N
)

ENSENSREEEREZHEN
F LA FRE -

2019 2018
No. of No. of
individuals individuals
—E-NF —E-N\F
AE AE

Emolument band P & %5 [
Nil — HK$1,000,000 =% 1,000,000/% 7T 7 12
HK$1,000,001 — HK$1,500,000 1,000,001 7T £ 1,500,000/ 7T 3 1
HK$2,000,001 — HK$2,500,000 2,000,001 7T 22,500,000/ 7T - 1
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

14. INVESTMENTS IN SUBSIDIARIES

As at 31 December 2019 and 2018, the Company had
direct and indirect interests in the following subsidiaries,
which principally affected the results, assets or liabilities

of the Group:

14. RITB AR ZRE

RZF-NFR-ZF-N\F+=A
=+—H ARBERATHERRE
BEEFEAKEZRE BEXA

BB NEZEES

Percentage of

ownership interest Place of
Place of Issued and held by the operation
incorporation and paid up Company and principal
Name type of legal entity capital as at 31 December activities
ARAFHEEA
LT B 3L B R BRTR BEEAL BEhER
A% EEERED BERE Rt=A=+-8 TEEK
2019 2018
“B-nE ZEN\F
% %
Directly held
BEERE
(1) CIL (note (a)) BVI, limited liability company United States - 100  Investment holding in
Dollars ("US$") the PRC
200
ClL (Hizta)) EBRAEE BRALAR 200% 7T NP BERERERK
() Bermusa Limited BVI, limited liability company Us$1 100 100 Management service
in Hong Kong
Bermusa Limited EERAES BRAERR E REBRZERRS
3) Goal Getter Ventures Limited BVI, limited liability company US$50,000 100 100 Investment holding in
("Goal Getter”) (note 40) the PRC
FERRERAA ([FE]) RBREAE BRAEAR 50,000 7 R B ERE R

(Ktiz40)

BEERERBRAT 2019FFHK
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

14. INVESTMENTS IN SUBSIDIARIES (continued)

Percentage of

14. RB AR ZRE (&)

ownership interest Place of
Place of Issued and held by the operation
incorporation and paid up Company and principal

Name type of legal entity capital as at 31 December activities

ARAFREEA
AR AR L 3tk B I BRTR EREDHL BEhER
A% ERERED BERE RT=A=+-8 TEXR
2019 2018
“E-NE ZE-)N\F
% %

Indirectly held

MR

(4) Popular Sky Coal Industrial Limited ~ Hong Kong, limited liability HK$1 100 100 Investment holding in

company the PRC
ERREERRA BE BEREMERA 18T R B EREER

(5 Hong Kong Zhongyuan Energy Co., Hong Kong, limited liability HK$1 100 100 Investment holding in

Limited company the PRC
ERPRERERAR & BEREMERA 18T RAEREREER
(6) Hong Kong Zhongzhou Energy Co., Hong Kong, limited liability HK$1 100 100 Investment holding in
Limited company the PRC

BRI MEERERAR BB BEREELA 18T RRERERERR

7) Highlink Investments Limited BVI, limited liability company Us$1 100 100 Investment holding in
Hong Kong

Highlink Investments Limited RBRIEE AREEDA (E REBREREER

(8) Alive Investments Limited BVI, limited liability company Us$1 100 100 Investment holding in
Hong Kong

Alive Investments Limited KERZHE BBREAELR (E REBREREER

(9)  Yopland Limited BVI, limited liability company Us$1 100 100 Investment holding in
Hong Kong

Yopland Limited EBERUHE BREAEAA (E REBREREER

(10)  Dynamic Energy Development PRC, wholly foreign-owned HK$20,000,000 100 100 Investment holding in
(Shenzhen) Company Limited* limited liability company the PRC
("Dynamic Energy”)

RBRERRE (RIDERRA  RE HEBEERAF 20,000,000/ 7 R B ERERR
([&BRER])

(11)  Beijing Zhongyue Heneng PRC, wholly foreign-owned HK$160,000,000 - 100 Investment holding in
Technology Company Limited* limited liability company the PRC
("Zhongyue Heneng")

(note (a))
R ERERERAR mE NEEERRAA 160,000,000/ 7 RRBERERERK

142
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Percentage of

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

14. RB AR ZRE (&)

ownership interest Place of
Place of held by the operation
incorporation and Company and principal

Name type of legal entity as at 31 December activities

ERAFEEEA
R AR L 3tk B R EREDHL KEHER
A% ERERED RT=A=+-8 TEXR
2019 2018
“B-nE —EN\F
% %

Indirectly held

BiEER

(12)  linfeng (note (a)) PRC, limited liability company ~ RMB118,000,000 - 90  Production and sale of

coal in the PRC
2% (Kfata) mEl BREEDA AR #118,000,0007T RABERERREER
#HE

(13)  Shenzhen Zhongzhou Energy PRC, limited liability company - 90  Investment holding in

Company Limited® (note (a)) the PRC
AmR N RERRA (Hata) T FREEAR AR #10,000,00070 NP B ERERR
(14)  Xingyun Coal Industry Company PRC, limited liability company - 90  Production and sale of
Limited* (“Xingyun") (note (a)) coal in
BHTREREEREEAA B BREEAA AR 60,000,000 NP BEREREREER
([RE]) (Mit() #HE
(15)  Xiangyang (note (a)) PRC, limited liability company 90 90  Production and sale of
coal in the PRC
Mk (Kizt(a) HE BREAAA AK#50,000,0007 R B ERREER
HE

(16)  Zhengzhou Huirui Shangmo PRC, limited liability company ~ RMB125,000,000 - 96  Trading of purchased
Company Limited* (“Huirui") coal
(note (a))

BMEREEERAA hE BREELRF AR #125,000,0007C BARKE 5
(MB%]) (Hita)

(17)  Henan Zhongyuan Jiuan Foundation PRC, sino-foreign equity joint ~ RMB272,387,000 100 100 Investment holding in
& Investment Co., Ltd.* venture the PRC
(“Zhongyuan Jiuan")

AEPRAREEREER AR B8 FHaERE AR 272,387,000 RPERERERK
(TRRAZ])
(18)  Beijing Kaisheng Guanhua PRC, sino-foreign equity joint - 91  Project investment,

ERIBRTEREERAR

Investment Company Limited*

("Kaisheng") (note (a))

([\E&]) (Hriz(a)

venture

TR FHNRELE

AR #80,000,0007C

asset management
and consultation of
investment in the
PRC
RPBERERERE
BEEERIRE®T

BEERERBRAT 2019FFHK
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

14. INVESTMENTS IN SUBSIDIARIES (continued)

Percentage of

14. RB AR ZRE (&)

ownership interest Place of
Place of Issued and held by the operation
incorporation and paid up Company and principal
Name type of legal entity capital as at 31 December activities
ARAFREEA
AR AR L 3tk B I BRTR EREAL BEhER
A% ERERED BERE RT=A=+-8 TEXR
2019 2018
“E-NE ZE-)N\F
% %
Indirectly held
MR
(190 Winkin Construction Materials Hong Kong, limited liability HK$10,000 100 100 Investment holding in
Company Limited company the PRC
BRBMARAT E% BRELAT 10,0007 7 S e
(20)  Rong Jian (Shenzhen) Consulting PRC, wholly foreign-owned US$500,000 100 100 Investment holding in
Company Limited* limited liability company the PRC
KE (R ERERRA B SNEEEERAR 500,000% 70 RABEREREER
(21)  Zhengzhou Shen Zhi Rong PRC, limited liability company RMB2,000,000 100 100 Investment holding in
Construction Materials Company the PRC
Limited*
BINRZREMBRDA mE BREEAF AR #2,000,0007T NP BEREREER
(22)  Henan Xingan New Construction  PRC, limited liability company ~ RMB20,000,000 51 51 Production and sale of
Material Company Limited* building material in
("Xingan") the PRC
ARBRZHAEENRERAR  PE FREERA AR 20,000,000 WA EE R RERE
([EZ]) T ERHE
(23)  Zhengzhou Tairun Aluminum Mould PRC, limited liability company ~ RMB10,300,000 60 60  Production and
Technology Company Limited* (2018: leasing of aluminum
("Tairun") RMB10,000,000) boundary wall
moulds in the PRC
BMFERERRBERAF mE BREEAF PN Nl E S
(I%m]) 10,300,0007C AEERHE
(Z2-N\%F:
AR
10,000,0007T)
# For identification purpose only f ¢ 331
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

14. INVESTMENTS IN SUBSIDIARIES (continued)

Notes:

(a)

During the year ended 31 December 2019, before the
Group disposed of its entire equity interest in CIL, the
Group underwent the reorganisation to rationalise the
Group's structure in preparation for the disposal. The
reorganisation involved the followings:

(i)  Jinfeng, an indirect subsidiary of CIL, transferred
its 90% equity interest in Xiangyang to Dynamic
Energy, an indirect subsidiary of the Company that
remains in the Group. Subsequent to such transfer,
Xiangyang ceased to be an indirect subsidiary of CIL
and remains in the Group after the disposal; and

(i)~ Zhongyuan Jiuan, an indirect subsidiary of the
Company, transferred its 96% equity interest in
Huirui to Zhongyue Heneng, an indirect subsidiary
of CIL. Subsequent to such transfer, Huirui became
an indirect subsidiary of CIL and was disposed of
together with CIL.

For details of the reorganisation, please refer to the
announcement of the Company dated 3 May 2019 and
the circular of the Company dated 25 November 2019.

The reorganisation is merely a reorganisation of the
business of the Group with no change in management
and the owners of the business remain substantially the
same. As such, there is no financial impact on the Group’s
consolidated financial statements.

During the year ended 31 December 2019, the Group
disposed of its entire equity interest in CIL and its
subsidiaries after the above mentioned reorganisation
(the "CIL Group”) which is principally engaged in
production and sale of coal and trading of purchased coal
in the PRC, for a consideration of US$200 (equivalent to
approximately HK$2,000) to Right Success Investments
Limited, a limited liability company incorporated in
the BVI, and wholly-owned and controlled by Mr. Bao
Hongkai (“Mr. Bao”), a substantial shareholder of the
Company, who is interested in approximately 23.27% of
the issued share capital of the Company as at the date of
disposal. He was also appointed as an Executive Director
subsequent to the year-end date. The disposal was
completed on 30 December 2019, since then, the Group
has no equity interest in and control over the CIL Group.
Please refer to note 41 for details.

14. RB AR ZRE (&)

it

(a)

HE_Z— AW F+=-A=+—8L
FE - RASKEEEERCLZES
R AEELEAEEETE
MR IBEAREE 2 BB -FHI R
T3I%EI1E

() =L (CLzHEEWBAT)M
BEEER (NBRAEE &K
AEIZEEHB AR EEH
R IAIBE 2 90 % AR HE o BB %82
2% RABTBACLZEE
MEBAR  BREHEZERINE
RALE: &

(i) HRAR (ARG ZHEEH
BRR])mFEMEE (CILZHE
BB AR EEENER 2
96% Mk - BEZEE 218 1B
Ik ACILZ B B A R I
BERCL—HHE-

EBEEAZHE F2HMAREAR
PBE_Z—NFRA=ZBZRAER
AAREBHA-T—AFT—A
“t+RBZBX-

ERERAREEB 2 EMR BT
BLERHE R 2R AZAR
HRE B HARE FANTE
BRUBHBHE-

HE-_Z-NAF+-A=1T—H1t
FE AEERLASHELER
P EE R A B =R A E R
EAREBRKE S ZCILRHH
BRA([CILEME]) 2 23 RE T
Right Success Investments Limited
(— PR 70 38 &8 B 22 B¥ B 5 MMM A 2 9
BRAF BARREERRE S
JEE([BEE)ZEHE RIE
fl-NHEE BRI EERER
A1#923.27% B BT RA T FH #E
o BMERNFHEBREZE R
TER) RER200ET (BHER
#92,0008 ) - RZE—NF+=
RA=+tHEZEXREE Bt XEER
CILS [ 3 8 1 (] PR AR T2 428 il o 5F
B m 2B 541 -
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

14. INVESTMENTS IN SUBSIDIARIES (continued)

Notes: (continued)

(b)

(o)

During the year ended 31 December 2018, the Group
disposed of its entire equity interest in Rosan Clean Energy
Development Company Limited (“Rosan Clean Energy”),
a 51% directly owned subsidiary and an investment
holding company, for a consideration of approximately
HK$5,000 to an independent third party. The disposal
was completed on 26 November 2018, since then, the
Group has no equity interest in and control over Rosan
Clean Energy. Gain on disposal of this subsidiary of
approximately HK$62,000 was recognised as other income
and gains in the consolidated income statement (note 6).

During the year ended 31 December 2019, a non-
controlling shareholder of Tairun injected RMB300,000
(equivalent to approximately HK$335,000) (2018:
RMB4,000,000 (equivalent to approximately
HK$4,757,000)) to Tairun.

Rosan Resources Holdings Limited Annual Report 2019

14. RB AR ZIRE (&
BisE: (4)

(b)

HE-_ZT—/\F+-A=t+—81
FE-AEEHRES1%EEHEA W
BRABIRERRERERERAA
(IREBERER]) (A—HEEE
AR ZEHBRET —RBBILE
=7 REE#H50008 T - HES
BER-_Z—N\F+—A=+"8
SR Bl ANEEYEEERER
WEREREHE - HEZHBA
A2 82 #962,0008 TERGA
mERBERABEMBARS TS (H&E
6) °

BHEzE-_E—-—hF+-_A=+—H
WEFE —BRBEEERBRR SR
& AR #300,0007T (B E R
#9335,0008 L) (ZF—\F:
AR #4, 000,000 (ERLD
4,757,000/ 7T) ) °
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

15. PROPERTY, PLANT AND EQUIPMENT 15. N% - BERZRE
Furniture,
Mining ~ fixtures and
Buildings related  equipment
and Plant ~ machinery and Aluminium
mining and and  leasehold Motor  boundary
structures  machineries  equipment improvement vehicles  wall moulds ae Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
i
RERE
BERER RRER  REENR #8

BEY HEREE HBRRR £ RE  ERER  ARIE A5t
TR TAR TAL TER TAL TER TAL TER

Year ended 31 December 2018 HZ=F-\f

TZRZT-ALEE

Opening net carrying amount ENREEE 197,003 5594 33,840 2,69 - - - 239,133
Additions FE 3352 753 5,660 79 473 - 14,867 30613
Additions through acquisition of ~ EBENENBAARE

subsidiaries (note 40) (Wiit40) 108,289 86,669 - 43 2670 - 9329 207,400
Transfer inflout) g)\/ (&) 12,59 9,035 = = = = 21,631) =
Disposal e = - - - (150) - - (150)
Impairment loss (note 20) HEBE (i) (4,193) (790) (665) (12 (33) - - (5,693)
Depreciation HE (31,525) (13,442) (13,301) (529) (535) - - (59,332)
Exchange realignment A% (12,916) (3,183) (1,419 (163) (79) - 29) (17,784)
Closing net carrying amount EREMFE 272,606 91,415 2115 3,164 2,350 - 2,537 39,187
As at 31 December 2018 RZZ-NFtZA=t-A
Cost i 634,745 126,964 201,609 12,087 24,354 = 2537 100249
Accumulated depreciation ZiE (167,963) (30,535)  (128,316) (7.233) (21,663) = - (3%5,710)
Accumulated impaiment loss ZitREEE (194,176) (5,014) (49,178) (1,890) (341) = - (250599
Net carrying amount REFE 272,606 91415 24,115 3,164 2,35 - 2537 39,187
Year ended 31 December 2019  HZ=F-1 %

TZAZT-ALEE

Opening net carrying amount EEEFE 272,606 91,415 2,115 3,164 2,350 - 2,537 396,187
Additions HE 1,146 2313 3,704 1 762 - 1923 10,080
Disposal of subsidiaries (note 41)  HEMBAR (Kfzt41) (141,303) (252) (11.811) () (1,619) - - (154,989)
Transfer in/{out) g)\/(81) 136 3,584 - - - - (3,720) -
Transfer in from inventories HEEEA - - - - - 1812 - 1812
Disposal HE - - - - (241) - - (241)
Impairment loss (note 20) REEE (H#20) (847) () (145) - (1 - - (995)
Depreciation if (33.818) (12,817) (13,956) (359) (533) (565) - (62,048)
Exchange realignment EiAE (4,170) (1,425) (537) (1) (49) (100) ©) (6,290)
Closing net carrying amount ~ FAREFE 93,750 82,876 1370 2973 669 7,207 732 189,577
As at 31 December 2019 RZB-AE+-R=1-A
Cost A 370,639 106,837 70575 11,808 1311 7763 3 569,665
Accumulated depreciation ZHNE (102,908) (21,940) (51,820) (6,990) (294) (556) - (184,508)
Accurnulated impairment loss ZitREER (173,981) (2,021) (17,385) (1,845) (348) - - (195,580)
Net carrying amount REFE 93,750 82,876 1370 2973 669 7,207 32 189,577
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15. PROPERTY, PLANT AND EQUIPMENT

(continued)

Provision for impairment of approximately HK$995,000
(2018: approximately HK$5,693,000) has been made
during the year for those property, plant and equipment
within the Coal Production CGU (note 20).

At 31 December 2018, the Group entered into 1-year
and 3-year agreements with two different financing
companies, independent third parties, to transfer the
ownership of certain property, plant and equipment
with aggregate net carrying amount of approximately
HK$64,639,000, and lease back the respective property,
plant and equipment to the Group for 1 to 3 years.
Despite the agreements involve a legal form of leases,
the Group accounted for the agreements as collateralised
loan according with the actual substance of such
agreements. Thus, as at 31 December 2018, property,
plant and equipment with aggregate net carrying amount
of approximately HK$64,639,000 was considered to
be pledged to secure other loans (note 34(b)). On 25
and 26 June 2019, other loan regarding to the 1-year
agreements with the financing company was fully settled.
On 30 December 2019, the Group disposed of certain
subsidiaries together with other loan regarding to the
3-year agreement with the financing company. As of
31 December 2019, there is no property, plant and
equipment was considered to be pledged to secure other
loans (note 34(b)).

The Group does not have the title certificates for certain
items of buildings with an aggregate net carrying amount
of approximately HK$71,448,000 (2018: approximately
HK$105,544,000) as at 31 December 2019. With
reference to the legal opinion received by the Group,
the directors of the Company are of the opinion that
the Group is entitled to lawfully and validly occupy and
use the above mentioned properties and therefore the
aforesaid matter does not affect the ownership rights of
the Group over these assets and hence did not have any
significant impact on the Group’s consolidated financial
position as at 31 December 2019.

One of the subsidiaries of the Company entered into
a rental agreement with an independent third party to
lease certain of its property, plant and equipment with
net carrying amount of approximately HK$17,672,000
(2018: HK$19,941,000) and leasehold land for a lease
term of 10 years. As the insignificant portion of the
leasehold land and building leased out could not be
sold separately and significant remaining portion is held
for use in production, the respective leasehold land and
building are classified and recognised as right-of-use
assets (2018: prepaid land lease payment), and building
and plant and machineries under property, plant and
equipment, respectively.
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15. V¥ BERRE &)
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BEE#9995,000/8 L ( —F— )\ F : 4
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16. PREPAID LAND LEASE PAYMENTS

16. T L #HERKIE

HK$'000
FHET
Cost A
At 1 January 2018 RZZFE-NF—H—AH =
Additions through acquisition of subsidiaries & BUWEK B R RIAE (K/iF40)

(note 40) 71,530
Exchange realignment bE 5, 38 B (2,321)
At 31 December 2018 RZZE—-—N\E+=ZA=+—H 69,209
Impact on initial application of HKFRS 16 EERE A MG HREERFE165%

(note 2(b)) S (Mfat2(b)) (69,209)

At 1 January 2019 and 31 December 2019

Accumulated amortisation
At 1 January 2018
Amortisation for the year
Exchange realignment

At 31 December 2018
Impact on initial application of HKFRS 16
(note 2(b))

At 1 January 2019 and 31 December 2019

Net carrying amount
At 31 December 2018

At 31 December 2019

R-ZF-NE-A—-BK
—E-hE+=A=+—H

Bt

R—ZF—N\F—H—H

F N 5

b 5 3
R-E—NF+-_A=+—H
116 e BB 78 B 15 R 5 2E A B 1657
22 (Kfi2b))

R=ZZB-NAF-A—-BK
—E-hAEFE+ZR=1+—H

BRERE
R—ZE—N&E+=-_A=+—H

R-ZE-N&E+-A=1t—H

1,569
(63)

1,506

(1,506)

67,703

2018
HK$'000
—E-)N\F
FHET

Current portion
Non-current portion

B

@ 5y

1,506
66,197

67,703
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

16. PREPAID LAND LEASE PAYMENTS

(continued)

The balance represented the amount paid to the PRC
government authorities for the land use rights of lands
situated in the PRC, which are amortised on the straight-—
line basis over the lease periods of 50 years.

As at 31 December 2018, the land use rights of the
Group with net carrying amount of approximately
HK$67,703,000 have been pledged for the bank loans
(note 34).

Upon the adoption of HKFRS 16, an opening adjustment
as at 1 January 2019 was made to reclassify prepaid land
lease payments to right-of-use assets (note 2(b)).

16. A L EERKIE ()

AAAESRIE AL R B A 3 2
FAHE 2 1) o B SR 44 B S A RO 300
RE0FHIIA LB AR -

R-EBE—NE+-_A=+—H K&
B R E F{E 467,703,000/ 7T Y £ 4
FRAEDEHNEITEFR(MITE34)-

RERMB B B mE £ 16571 -
R-ZE-NF—-A-BELHIA
B URANLHEERBEN DR
REREEE(ME20b)-

17. RIGHT-OF-USE ASSETS 17. ERAEEE
HK$'000
F&T
Cost A
At 1 January 2018 and 31 December 2018 RZZE-—NF-—H—AK
—E—N\F+=ZA=+—H -
Impact on initial application of HKFRS 16 MR R BBV B wELERE 165
(note 2(b)) 22 (HiE20b)) 68,912
At 1 January 2019 R_ZE—hF—H—H 68,912
Addition for the year FARE 864
Exchange realignment bE X 3 2 (1,194)
At 31 December 2019 R-ZE-NAE+=-A=+-—H 68,582
Accumulated depreciation HItIE
At 1 January 2018, 31 December 2018 and RZZFE—-—NF—H—8-
1 January 2019 —E-N\F+ZHA=1T—HBK
—ZE-NEFE—-—HA—8 -
Depreciation for the year FAWE (2,845)
Exchange realignment PE 35 =& 26
At 31 December 2019 R=ZZF-NAF+=HA=+-—H (2,819)
Net carrying amount REEE
At 31 December 2018 RZZ2-N\F+ZA=1+—H -
At 31 December 2019 R-ZE-NAE+=-A=+-—H 65,763
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

17. RIGHT-OF-USE ASSETS (continued)

17. EREEE#)

31 December 1 January 31 December

2019 2019 2018

HK$°000 HK$'000 HK$'000

—E-hE —ZT—NF —ZT-N\F

+t=-A=t-—H —A—HB +ZA=+—H

TER FET FTAET

Leasehold land in the PRC RABEHE i 65,112 67,703 -
Leased properties MEME 587 1,126 —
Leased office equipment HERAEHRE 64 83 -
65,763 68,912 -

Upon the initial application of HKFRS 16 as at 1 January

2019, operating lease

commitments related to leased,

properties and leased office equipment were remeasured

and recognised as ad

justments to right-of-use assets

and prepaid land lease payments were reclassified as

adjustments to right-of
application (note 2(b)).

-use assets as at the date of initial

As at 31 December 2019, the right-of-use assets of

the Group with net ¢

arrying amount of approximately

HK$65,112,000 have been pledged for bank loans (note

34).

RZFB-NF-A—BHNLEAEE
s mELERIE 165 HEHEME
LEERNERBABNLEHEEA
FEEMTE THRACAEEEAE
MROIZERBREEN L EERN
REHOBREREEERB(ME
2(b))°

R_BE—hE+=-A=+—1 K&
& BR H /F (B 4965, 112,000/ 7T B {5 F
BEED THEM - AESRITER (M
5¥34)e
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

18. GOODWILL 18. &
The net carrying amount of goodwill can be analysed as HEEmZESHFWOT -
follows:
2019 2018
HK$'000 HK$'000
—E-hEF —E-N\F
FET FHE T
Cost 5N
At 1 January n—H—H 246,227 259,690
Disposal of subsidiaries (note 41) HEK B AT (Mit41) (241,929) -
Exchange realignment PE WA (4,298) (13,463)
At 31 December R+=—H=+—H - 246,227
Accumulated impairment loss 2B EER
At 1 January Rn—HA—H (246,227) (259,690)
Disposal of subsidiaries (note 41) HEWB AR (Kat41) 241,929 -
Exchange realignment PE AR 4,298 13,463
At 31 December R+=—A=+—H - (246,227)
Net carrying amount BREFE - =

Goodwill arising in prior years related to the acquisitions
of CIL and its subsidiaries for the Coal Production CGU
and Huirui for the CGU of trading of purchased coal,
respectively. Goodwill arise from these acquisitions
have been fully impaired in the previous years and the
differences between the years solely represents the
realignment of exchange differences. On 30 December
2019, the goodwill arising in prior years was disposed of
during the disposal of the CIL Group.
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

As at 31 December 2018, the Group had 5 coal mining
rights in Dengfeng City, Zhengzhou, the PRC. Amongst
these mining rights, one coal mine and the related
property, plant and equipment, Xiaohe Coal Mine No.
2, had been fully impaired and the Group has decided
to close permanently in prior year. During the year
ended 31 December 2018, the Group had not applied
to renew Xiaohe Coal Mine No. 3, one of its coal mining
rights, since the expiry date, taken into account that its
productivity is low and scale is small, full impairment
was recognised on coal mining rights and the related
property, plant and equipment of Xiaohe Coal Mine No. 3
and the Group had decided to close permanently.

19. MINING RIGHTS 19. HKIEHE
2019 2018
HK$'000 HK$'000
—E2-nF  ZFN\F
FET FETT
Cost 2N
At 1 January w—HF—H 672,998 709,796
Disposal of subsidiaries (note 41) HEKE AR (KfaF41) (187,029) -
Exchange realignment ME 3, 58 B (11,745) (36,798)
At 31 December = B == 474,224 672,998
Accumulated amortisation Rt EH
At 1 January Rn—H—H (130,775) (130,026)
Disposal of subsidiaries (note 41) HEKE AR (KfaF41) 68,950 -
Amortisation for the year F Q5 (6,464) (7,805)
Exchange realignment PE 5, 38 & 2,371 7,056
At 31 December R+—_A=+—H (65,918) (130,775)
Accumulated impairment loss ZitREEE
At 1 January »n—A—H (248,306) (253,235)
Impairment loss for the year (note 20) F W EEE (#f:E£20) (32,926) (8,544)
Exchange realignment PE 7, 3 & 4,787 13,473
At 31 December R+—_A=+—H (276,445) (248,306)
Net carrying amount BREFE 131,861 293,917

R-ZE—NFE+-_A=+—8 K&
BRSNS ASBREE %
EHEwEEY —EARERABEYE -
R R e T REURE
BAREEREFREXRABE -EHE
—E-N\F+-_A=1+—HIFE"
Hh—BEEREBEE T =% H
% AEBAPRFEH ENELEE
MEAR - BN BRI ZBAE
REREE XA E  BE &R EE
BB E R A LB IR TE K AR

BEERERBRAT 2019FFHK

153



154

19. MINING RIGHTS (continued)

On 30 December 2019, the Group has disposed of
certain subsidiaries as well as the ownership of the coal
mining rights, held by Jinfeng and Xingyun. As of 31
December 2019, the Group has one coal mining right
remained in Dengfeng City held by Xiangyang.

The remaining coal mining right will expire in June 2029.
In the opinion of the directors of the Company, with
reference to the legal opinion received by the Group,
there should be no legal barrier for the Group to renew
such coal mining right and that renewal can be obtained
for indefinite times period at minimal cost.

For the year ended 31 December 2019, provision
for impairment of coal mining right amounting to
approximately HK$32,926,000 (2018: approximately
HK$8,544,000) has been made by the Group's
management in respect of the only one coal mining right
held by the Group as at 31 December 2019. Particulars
of impairment testing of mining rights are set out in note
20.

As at 31 December 2018, coal mining rights with net
carrying amount of approximately HK$293,917,000
have been pledged to banks to secure the Group's bank
loans as included in the asset-backed financing (note
34). During the year ended 31 December 2019, the
bank loans, which have been pledged by the coal mining
rights, has been fully repaid. As at 31 December 2019,
the coal mining right of the Group has not been pledged
for any borrowing.
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19. HRIERE (&
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20. IMPAIRMENT TESTING ON PROPERTY,

PLANT AND EQUIPMENT, PREPAID LAND
LEASE PAYMENTS, RIGHT-OF-USE ASSETS
AND MINING RIGHTS

For the purpose of impairment assessment as at 31
December 2019, property, plant and equipment, prepaid
land lease payments, right-of-use assets and mining right
set out in notes 15, 16, 17 and 19 respectively have
been allocated to individual CGUs, (i) Building Materials
Business CGU, which represents Xingan; (ii) Coal
Production CGU, which in the opinion of the directors
of the Company, the coal mine owned by the Group is
regarded as a single CGU; and (iii) Boundary Wall Moulds
Business CGU, which represents Tairun (2018: (i) Building
Materials Business CGU; and (ii) Coal Production CGU).

Building Materials Business CGU

In the opinion of the directors of the Company, there is
no impairment indication identified in this CGU as at 31
December 2019 and 2018. There is no impairment of
property, plant and equipment and right-of-use assets
(2018: prepaid land lease payments) associated with this
CGU as at 31 December 2019 and 2018.

Boundary Wall Moulds Business CGU

Boundary Wall Moulds Business CGU suffered operating
loss during the year, as a result, the Group assessed the
recoverable amount of Boundary Wall Moulds Business
CGU as at 31 December 2019. The management of
the Company determined that the carrying amount of
Boundary Wall Moulds Business CGU does not exceed the
recoverable amount of Boundary Wall Moulds Business
CGU as at 31 December 2019. In the opinion of the
directors of the Company, there is no impairment of
property, plant and equipment and right-of-use assets
associated with this CGU as at 31 December 2019.

20. 1% BWERRE AN

HEMER - EREEENKKE
R 2 i (BRI

MR —ZE—hhE+_A=+—HHR
B EmE ' 2 RIRMHEIS 16 17
RIFTE MM = L& & B
THAERIE  FREEERIRERE
ENREERBNBEEEELEEMN . ()E
MEBRESELEEMIEERT  (i)FIK
SERSELEMN ARREER
B ASEEEENEREGEAE R
SEAEM RINEZBEAEKRS
EEBM ERHZE-NF ()&
MEBRBRESEESENMN  RG)VEXREE
IREELEEN)

EMEKBSELEEN
ARAREERE R_E—hFER=
E-NFE+-A=+—8 ZHELE
EBEM WA B FREDRR R
E—NER_TE—N\EF+_A=+—
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For the year ended 31 December 2019 # £ —

20.

IMPAIRMENT TESTING ON PROPERTY,
PLANT AND EQUIPMENT, PREPAID LAND
LEASE PAYMENTS, RIGHT-OF-USE ASSETS
AND MINING RIGHTS (continued)

Coal Production CGU

As the Group depletes its coal reserves, the recoverable
amount of Coal Production CGU will also decrease.
Also, Coal Production CGU suffered operating loss
during these years, as a result, the Group assessed the
recoverable amount of Coal Production CGU by using fair
value less costs of disposal (2018: fair value less costs of
disposal), which was based on income approach using a
cash flow projection covering a detailed five-year budget
plan, followed by an extrapolation of discounted cash
flows, by reference to the actual selling price and the
average market coal price with similar heating power in
the PRC with adjustments, where necessary, to reflect
the differences. In determining the recoverable amount
of Coal Production CGU, the directors of the Company
have taken account of the coal reserves of the mines
after deducting the cumulative amounts of coal already
extracted and sold.

The recoverable amount of Coal Production CGU is less
than the carrying amount of Coal Production CGU as
at 31 December 2019. As a result, the Group made an
impairment loss of approximately HK$995,000 (2018:
approximately HK$5,693,000) and approximately
HK$32,926,000 (2018: approximately HK$8,544,000)
on property, plant and equipment and mining right
respectively associated with Coal Production CGU (notes
15 and 19 respectively) during the year. The impairment
loss is allocated to net carrying amounts of property,
plant and equipment and mining right associated with
Coal Production CGU.

Rosan Resources Holdings Limited Annual Report 2019

FNFFZAS+—AIFE

20. 1% - BERRE AN

HERER - EREEENKE
BZRERE )

BREERSELEN
BEASEREREERE BEXREE
ReEESU 2 KESBETER
Dot REZEFEEREERS
EXBUHHKLEER WAKER
TFHQ)\%LABZH””:F1E/W5%}5X$
(ZZE—NF: AFEREEKE):
H2ERERURGE I ERZERE
BRFAMSER(LIEHLERE
AR Z BI ) » ER UL ASEND {6 R E
—HFE hFBREFENR S RTE
Al RERTBRREREFEHEED
B RETCRKEERSELEM
ZAWE R ARAREEEER
BERE 7 B S WREB MR &S
B2 EFHEE-

HREERSELESUNA KD &5
BRZZE—NF+ZA=+—HBKK
SERSCELSEMNEREE B
FAXREEREBEREERSELSE
NEBNYE  BE &R EERE
(PRI RMEE15R19)(ER RIEEIE S

71 #9995,000/%8 TT( =T — N F : 4
5,693,000/ 7T ) & #4932,926,0007% 7T
(ZF— )\¢ : 498,544,000 7T ) ° &
EFEEIREZHEEREERSCELSE

{rﬁfﬂaﬁ#’/ﬂ% = K 5% 45 IR TR
RIBRTEF(E ©



Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

20. IMPAIRMENT TESTING ON PROPERTY,

PLANT AND EQUIPMENT, PREPAID LAND
LEASE PAYMENTS, RIGHT-OF-USE ASSETS
AND MINING RIGHTS (continued)

Coal Production CGU (continued)
Fair value hierarchy

An independent valuation was performed by the valuer,
Asset Appraisal Limited (2018: Asset Appraisal Limited),
to determine the fair value less costs of disposal of
the Coal Production CGU as at 31 December 2019.
The impairment losses are included in consolidated
income statement. The fair value measurement of Coal
Production CGU is classified as a Level 3 (2018: Level 3)
fair value measurement.

Valuation processes of the Group

Coal Production CGU was valued as at 31 December
2019 and 2018 by independent professionally qualified
valuer, Asset Appraisal Limited, who have among their
staff fellows of the Hong Kong Institute of Surveyors
and have recent experience in the valuation of mining
industries.

The Group's finance department, which directly reports
to the chief financial officer, reviewed the valuations
performed by the independent valuer for financial
reporting purposes, which is determined based on the
cash flow projection prepared by the management.
The finance department holds discussions with the
independent valuer on the valuation assumptions and
valuation results.

Management's key assumptions were used in the
determination of recoverable amount of Coal Production
CGU for the years ended 31 December 2019 and 2018.
The following described each key assumption on which
management has based its cash flow projections to
undertake impairment testing of Coal Production CGU.

Net profit margins — Management determined net profit
margin based on past experience in this market and its
expectations for market development.

Discount rate — The discount rate reflects specific risks
relating to the mining industry.
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20. IMPAIRMENT TESTING ON PROPERTY,

PLANT AND EQUIPMENT, PREPAID LAND
LEASE PAYMENTS, RIGHT-OF-USE ASSETS
AND MINING RIGHTS (continued)

Coal Production CGU (continued)
Valuation processes of the Group (continued)

Selling price - Forecast selling price of coal are based on
the actual selling price and average market coal price
with similar heating power in the PRC with adjustments,
where necessary, to reflect the differences.

Sales and production volumes — Estimated production
volumes are based on detailed life-of-mine plans and
take into account development plans for the mines
established by management as part of the long-term
planning process. Production volumes are dependent on
a number of variables, such as the recoverable quantities,
the production profile, the cost of the development of
the infrastructure necessary to extract the reserves, the
production costs, the contractual duration of mining
rights and the selling price of coal.

The discount rate and growth rates on the estimated
selling price used to extrapolate in the cash flow
projection of Coal Production CGU are shown as below:

Notes to the Consolidated Financial Statements

e B R OR MR

For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE
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EE-KRBUAEEENEREER
B SR AZABE Y T I T IS R R B A% -
WHENEREH AR  UARRER -

HENES - FTEEERFANE
WSmatE ZEEEEESREIR
12 Fr — &0 1 il E B B B R 5T
Z-EERARSZHEAERE M7
FRBE LERR RARFEEMRS
ERBRMmARERA  EEKA K
R A MR R REE -

HREERSELBEUCHEERER
AR EEER TR EREREN
T

2019 2018

—E-hF —E—)N\F

Growth rate on the estimated selling #k(HEFEERHIE R X 2.6% 2.3%
price of coal Per annum Per annum
BF 4

Growth rate on sales and production ERHEREEEE R X 4.2% 4.3%
volumes of coal Per annum Per annum
B HF

Discount rate PrI = 15.37% 13.17%
Per annum Per annum
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21. OTHER INTANGIBLE ASSETS

22.

R
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

21. HELEE

Computer software licence

TR
2019 2018
HK$'000 HK$'000
—®-hE —B-N\F
FET FET
Cost 2N
At 1 January W—HB—H 2,591 1,891
Additions INE 218 730
Disposal of subsidiaries (note 41) HEWB AR (HaF41) (1,901) -
Exchange realignment PE 5, 38 & (15) (30)
At 31 December R+—-_HF=+—8H 893 2,591
Accumulated amortisation B
At 1 January R—H—H (1,968) (1,891)
Disposal of subsidiaries (note 41) LEWB AR (HaF41) 1,901 -
Amortisation for the year F (134) (80)
Exchange realignment PE 5 F8 8 3 3
At 31 December Nt=B=+—8 (198) (1,968)
Net carrying amount BREFE 695 623

INTERESTS IN ASSOCIATES AND AMOUNT

22. REFERRIZREEREN—B

DUE TO AN ASSOCIATE B N R FIE
2019 2018
HK$'000 HK$'000
—2-hE —E-)\F
FET FBIT

Interests in associates — Share of REENA 2 Em—EEEE

net assets HE - 100,046
Amount due to an associate FEAS — B 2 R 5] AR - (14,640)
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

22. INTERESTS IN ASSOCIATES AND AMOUNT
DUE TO AN ASSOCIATE (continued)

The particulars of the associates of the Group as at 31
December 2019 and 2018 were as follows:

22. REFE DRIz REEREN—B

& NTRRIEE)
AEER-E—AFR-F—N\F
t-A=+—BMEE R RHEM
N

Place of
incorporation and Particular of Percentage of voting  Attributable equity  Place of operation and
Name type of legal entity registered capital right held by the Group interests to the Group  principal activities
ARAIHER AE@fE BEHER
£# tEERED EMEAGHE REREAM AREEGCRAEE  TERE
2019 2018 2019 2018 2019 2018
ZE-0F ZEN\E ZE-0F ZEN\E ZE-0F CTNE
(1) Beijing Zhaohua Hefu Investment  the PRC, limited RMB2,000,000  RMB2,000,000 - 25.00% - 2500% Investment management,
Management Limited* liability company asset management and
(“Zhaohua Hefu") consultation of investment
in the PRC
IRKEREREERARAR HE ARARLLT ARH N RS REER
(k28E)) 2,000,000% 2,000,000 AEEERRARS
(2)  Beijing Shuozhan Zhongfu the PRC, limited RMB100,000,000  RMB100,000,000 - 3333% - 9925%  Project investment,
Investment Centre partnership investment management,
(Limited Partnership)* (the assets management and
"Partnership”) (Note) consultation service in the
PRC
FRERRERETL hE AREEAR N N RPEHZEARE
(BRa%) ([8BLE]) 100,000,007 100,000,0007C RERE REEER
(Hit) ik

#  For identification purpose only

Note: Pursuant to the partnership agreements entered into in
May 2012 and June 2012, the general partner of the
Partnership is Zhaohua Hefu (the “General Partner”),
which is an associate of the Group, owns 1% of the
equity interest of the Partnership. The General Partner is
responsible for management and control of the business
of the Partnership through the power to appoint two-
third of the committee member of the investment
committee while Kaisheng, a subsidiary of the Company
and the limited partner of the Partnership, possesses
significant influence over the operating and financial
policies of the Partnership through the power to appoint
the remaining one-third of committee member of the
investment committee. As abovementioned, although the
Group owned 99.25% equity interest in the Partnership,
the Group only possessed significant influence over
the operating and financial policies of the Partnership,
therefore, the investment has been classified as interests
in associates in the consolidated statement of financial
position as at 31 December 2018.

On 30 December 2019, the Group disposed of certain
subsidiaries (note 41) together with the interests in associates
and amount due to an associate which was held by Kaishing. As
of that date, the Group ceased to have significant influence over
Zhaohua Hefu and the Partnership.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

22. INTERESTS IN ASSOCIATES AND AMOUNT

DUE TO AN ASSOCIATE (continued)

The following illustrates the summarised financial
information of the Group’s material associate as at 31
December 2018, the Partnership, extracted from its
management accounts which have been adjusted to
ensure consistency in accounting policies adopted by the
Group.

22. REFERRIZREEREN—B
B N RIFIE(#)
UTHBASEERBERR(NGR
EEIR-_ZF-NF+-_A=+—H
ZHMBEMME  DHiEEeEEER
B(EFABNEREAEERAZ
SETBER—2)-

HK$'000
FBIT

As at 31 December 2018 R=-ZE—NE+=-HA=+—H
Non-current assets FERBEE 24,452
Current assets TEBE 83,608
Current liabilities mEas (10,255)
Net assets BEFR 97,805

Year ended 31 December 2018

BE_Z2-N\F+-A=1+—-HLFE

Revenue Wz =
Loss for the year FAEE (13,366)
OClI for the year FRNEMEE KR 10,857
Total comprehensive loss for the year FALEEBEEBE (2,509)

Note: The Partnership was disposed of together with the CIL
Group and was not an associate of the Group as at 31
December 2019. Therefore, the financial information of
the Partnership for the year ended 31 December 2019 is
not presented.

Mt R_F—NAFE+_A=+—H'4&
BeFERCALEEE HERILIE
AEBZBERT -Fi BR2
JIAREEREE_ZE—NF+—
A=T—RLFEZHMBEER-
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

22. INTERESTS IN ASSOCIATES AND AMOUNT 22, RE& AT > 3T M —

DUE TO AN ASSOCIATE (continued)

Reconciliation of the above summarised financial
information to the carrying amount of the interests in
the associates recognised in the consolidated financial
statements as at 31 December 2018:

HE N FRIE(E)

A B B ER R T — \F
+ZA=+— Eléumﬁﬁkﬁﬁﬁﬁﬁﬁﬁm
FOEE R B B R & AR E(E 89 RR A
I

HK$'000

FHEIT

Net assets of the associate B NRl 2 EEFRE 97,805

Group’s interest in the associate RNEBEREE NG 2R 99.25%
Carrying amount of the Group’s interest in REERBERRIZERZREE

the associate 97,071

The financial information of Zhaohua Hefu, an immaterial
associate of the Group as at 31 December 2018, is set

\ZE-N\F+=-A=1+—H8 &%
KEECE(RAKBZTEERER

out below: B Z BB ERESIMT -
HK$'000
FHET
Year ended 31 December 2018 BE-Z-N\F+=-A=+—HLHFE
The Group’s share of profit for the year NEE LT REFR 438
The Group’s share of other comprehensive loss 7N B fE (L 4 A 2 H E 1842 58
for the year (91)
The Group’s share of total comprehensive AEERGEFAEMEE KRS RTE
income for the year 347
Note: Zhaohua Hefu was disposed of together with the CIL Hiet: R=ZZT—NFF+=—A=+—8" Kk

Group and was not an associate of the Group as at 31
December 2019. Therefore, the financial information of
Zhaohua Hefu for the year ended 31 December 2019 is
not presented.
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

23. INTEREST IN A JOINT VENTURE 23. R—HeELE s Es
2019 2018
HK$'000 HK$’000
—E-AF ZE-NAF
FET FHET

Share of net assets EIEEEFE - 5,973

The particulars of the joint venture of the Group as at 31 NR—_E—-—hNhER_ZFE—N\E+=H

December 2019 and 2018 were set out as below: =t+—RB KAEESEREZHEN

I
Place of
Place of operation
incorporation and Percentage of issued and principal
Name type of legal entity Particulars of registered capital capital held by the Group activities
AE@FE
ML R BRATRA LEWHR
A% EEERER HME RS BAk TEEH
2019 2018 2019 2018
“E-N% “T-N\E —E-hfF ZT-N\%

Henan Chalco Li Chuang PRC, other limited RMB10,000,000  RMB10,000,000 - 51% Sale of alumina in
Resources Company Limited* liability company the PRC
("Henan Chalco”) (note)

AEREVAREFRAR mE At ERERE AR¥ ARE MBI E AL 8
(Ga@heEl) (fE) N 10,000,0007% 10,000,0007T

#  For identification purpose only f 12 (35 Al

Note: Although the Group owned 51% equity interest in Henan B et - 48 %8 78 & B % 5 8 B R 8551 % i

Chalco, the Group and the other shareholder of Henan B AR S E 2OR mE A ga 2 H AR
Chalco had joint control over Henan Chalco and none of R 9 g P8R SR I - AR ER
the participating parties had unilateral control over the —E——FHAFTUIZEE H®E
economic activity pursuant to the joint venture agreement W2 B 5 s B E B B i
entered into in July 2012. Therefore, the Group classified mE-E - R—_FE—NF+_A
the investment in Henan Chalco as a joint venture as at 31 =+—HB AEEEAEFIRzER
December 2018. BEpfEReahE-

On 30 December 2019, the Group disposed of certain RZZE—NF+ZA=+H K5H

subsidiaries (note 41) together with the interest in a joint EHEETHE AR (ME41)ER S

venture which was held by Jinfeng. As of that date, the ERAECR—BEELEIEZ R

Group ceased to have joint control over Henan Chalco. ZB RAEBETBEAmPRAEAHL

R -
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

23. INTEREST IN A JOINT VENTURE (continued)

Set out below is the summarised financial information for

23. R—HEEe8 X R (E)
ST RI R $B (AR5 5 ABR) 2 B S B 6t

Henan Chalco which was accounted for using the equity Bratian T -
method:

HK$'000

FHET

As at 31 December 2018 R-ZFB-NE+ZA=+—H
Cash and cash equivalents RekHeFEER 7,810
Other current assets Hi e & E 3,901
Current assets mENE E 11,711

Year ended 31 December 2018
Interest income

Profit for the year

Other comprehensive loss for the year

Total comprehensive loss for the year

BE-E—N\E+-A=+—HLEE

A BUA 101
F A A 99
FRAEMBEEER (639)
FAEHEBERER (540)

Note: Henan Chalco was disposed of together with the CIL
Group and was not a joint venture of the Group as at 31
December 2019. Therefore, the financial information of
Henan Chalco for the year ended 31 December 2019 is
not presented.

There were no contingent liability or other commitments
relating the Group’s interest in its joint venture.

Reconciliation of the above summarised financial
information to the carrying amount of the interest in a
joint venture recognised in the consolidated financial
statements as at 31 December 2018:

HieE: R=ZE—AF+=A=+—8'M
B EERCLIEEE HE kI
AEEZEERE-FAt WRE
R EREE T FE+ =
A=+—BHLEEZHEER -

REELERENE BOE T HHSE
HE (T A B S E A s o

A BRI B E R ER —F— \F
TZA=+—AKREUBRRMER
R—RAGELPENERREEMNER
LI

HK$’000

FHET

Net assets of the joint venture EETEEEFR 11,711

Group’s interest in the joint venture REERALERE ER 51%
Carrying amount of the Group’s interest in the AEBRASNEZERZEEE

joint venture 5,973
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

24. FINANCIAL ASSETS AT FAIR VALUE 24. BAVEFAREMEE W
THROUGH OTHER COMPREHENSIVE ETREE
INCOME
2019 2018
HK$'000 HK$'000
—E-h&E —ET—N\EF
F#T FEIT
Non-current R ED
Financial assets at FVTOC]I BAFEETAEMEERZA
SREE
— Unlisted equity securities in the — AR BEIE ETRAFES - db

PRC, Beijing Baiyitong Technology RAMBERIE AR A A
Co., Ltd.* (dtR1AH BRI

BRATA]) - 682
The above unlisted equity securities was designated as L3k EMRABEHFEIEE BIEAF
financial assets at fair value through other comprehensive Bt AEE2E Wz (CRA 88 ) R
income (non-recycling) as the investment was held for ERZRERFIERABEKEA -

long-term strategic purposes.

For the details of the fair value measurement as at 31 RZE—N\FF+_A=+—HB2R¥F

December 2018 are set out in note 45(f). Bt 2 2 FIBE M E45(F) o

On 30 December 2019, the Group disposed of the CIL RZEBE—NF+_A=1+H A&EE

Group together with the financial assets at FVTOCI. B ECILEEERRA FEF AHA
FHNGE I EREE -

No dividends were received on this investment during the FRWERZIZEWRREMBRE(Z

year (2018: Nil). T—)\F : &F)o

#  For identification purpose only * R
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

25. INVENTORIES 25. 7E
2019 2018
HK$'000 HK$'000
—EB-AF ZE-NF
FTHET FHET
Coal B 2,440 2,999
Building materials BV
- Raw materials — R 4,492 5,321
— Finished goods — 8K 6,961 13,762
Spare parts and consumables THRFEM 2,244 2,761
16,137 24,849
As at 31 December 2019, provision for inventories RZE—NF+_A=+—"8" Kk
amounting to approximately HK$1,711,000 (2018: BREA—F(ZE—N\F: —F)NZ
approximately HK$2,021,000) were made against those EEERFEREHN,711,000%8
inventories which aged over one year (2018: one year). To(=ZF— )\ : 492,021,000 7T)

26. ACCOUNTS AND BILLS RECEIVABLES AND 26. EWERA R EBRESHNEE
CONTRACT ASSETS

2019 2018
HK$'000 HK$'000
—E-NEF —E—)\F
FHET FABIT
Accounts receivable & UL BR 7k 124,035 254,529
Bills receivable e 2,293 259,433
126,328 513,962
Less: Allowance for credit losses B S EEEEE (MiF45))
(note 45(a)) (30,938) (61,313)
Accounts and bills receivables, net of EWBEF R Z1E - HIFR BB B
loss allowance (note (a)) (Kiit(a)) 95,390 452,649
Contract assets EHEE 2,267 2,371
Less: Allowance for credit losses B S EEEEE (fiF45))
(note 45(a)) (1,408) (451)
Contract assets, net of loss allowance & #)&E @ IR B 18 B
(note (b)) (K7aEmb)) 859 1,920
Total 4 st 96,249 454,569
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

26. ACCOUNTS AND BILLS RECEIVABLES AND
CONTRACT ASSETS (continued)

Notes:

(a)

Accounts and bills receivables

During the year ended 31 December 2019, the Group
discounted part of its trade debtors with full recourse to a
financial institution. In the event of default by the debtors,
the Group is obliged to pay the financial institution the
amount in default. During the year ended 31 December
2019, interest was charged at a range from 3.30% to
4.79% (2018: 3.30% to 4.57%) per annum on the
proceeds received from the financial institution until the
day the debtors pay. During the year ended 31 December
2019, all the discounted trade debts were settled and,
as at 31 December 2019, the Group did not have any
discounted trade debtors with full recourse to a financial
institution. The Group was therefore exposed to the
risks of credit losses and late payment in respect of the
discounted debts as at 31 December 2018.

The discounting transactions did not meet the
requirements in HKFRS 9 for derecognition of financial
assets as the Group retained substantially all of the risks
and rewards of ownership of the discounted trade debts.
At 31 December 2018, trade debts of approximately
HK$205,500,000 continued to be recognised in
the Group's consolidated financial statements even
though they have been legally transferred to the
financial institution. The proceeds of the discounting
transactions were included in borrowings as asset-
backed financing (note 34) until the trade debts were
collected or the Group settled any losses suffered by the
financial institution. At 31 December 2018, the asset-
backed financial liability amounted to approximately
HK$153,400,000. Because the trade debts have been
transferred to the financial institution legally, the Group
did not have the authority to determine the disposition of
the trade debts.

The Group’s sales are billed to customers according to the
terms of the relevant contracts. Normally, credit periods
for Coal Business ranging from 30 to 180 days (2018:
30 to 180 days) are allowed to certain customers. While
relatively longer credit period will be granted to customers
of Building Materials Business depending on the terms of
the relevant contracts.

26. BURRREBRENEE
(#)
it at

() EWERRREE
REE=_T—NF+=ZA=+—H
EFE - ASERBEAGERER
FERERTE DR T — Ko i
BomERARY AEEEEBR
ZEREBETNENSRE #EC
TE—hFE+-_A=1+—"HILEE"
FEBEZ SR MEERS & RIE
BN TFEF330%E4.79% (==
—N\F:33%F457% ) WE-HE
BEBAERBLE-BE_T—NF
+=—A=+—BLFE FEEH
RESBEHDERHEE RN
T—NF+_A=+—HB A%£H
WEAMGEE —ReRKELES
Z2EERERERERR - ALt - A%
BR—_Z—N\F+_A=+—H8x
EREFAREERARER

%o

B R ST e BB M5 S 2R
FORRIERRAEREEMNHRTE
REZAREBERE D MR ERE
KR BRI AR EER - R=F
—NFE+=—A=+—8 EBREX
43205,500,000/8 T E B R AN &
FEMBmRTRR FELEAE
FEEBETZeRERE-MERS
FriERIBEREEXIFRMET AR
B (f1:#34) - EEIEWEERE Y E
FAEELEEZSREBZINE
fEXELEL-R_T—N\F+_A8
=+—R BAEXHERHAERAR
153,400,000/ 7T ° B E W IR E
BEEETZEREE KXEET
BB R E EBER A A

AEBREBEABEAQGERAEP
MEAHEERZ -BREKEBRET
BEPFRTZEEH KRN F30R
Z£180H (ZZ— /A% :30H £180
B) - MmEFHES NIRRT Z
MEBRFPZEERRERK-
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

26. ACCOUNTS AND BILLS RECEIVABLES AND 26. EWEBRFREEBRENEE

CONTRACT ASSETS (continued) (&)
Notes: (continued) Kiat: (&)
(b) Contract assets (b) EBHEE
Typical payment terms which impact on the amount of HERREHNEESHBERNTEN
contract assets recognised are as follows: — MR
- Building materials contracts EnEn
Certain of the Group’s building materials contracts AEBHNETEMEHBIE

include payment schedules which require stage
payments depends on when the respective
constructions’ milestones are reached. For major
building materials contracts, the Group general
receives certain deposits payable up front, which is
negotiated on a case by case basis with customers,
and this has resulted in a contract liability at early
stages of the projects. However, for major building
materials contracts the Group also typically agrees
to a retention period for 1% to 16% (2018: 1%
to 16%) of the contract value. This amount is
included in contract assets until the end of the
retention period as the Group’s entitlement to this
final payment is conditional on the Group’s product
satisfactorily passing inspection.

REHEERS KBRS
NFEE (RTEBSRER
REMNEE) BLEZEME
Wi s AEE—RUWEE T
SEHARE RS - TR B EE
BERSEREmE  RAE
BREBVHELEHNEE-
KM HREZERMAL K
SENMBAERERI%E16%
—E—N\F:1%E16%)H
AHEESRE —EREH A
AN 5 [ 5% 2 BRI R R
AEENERMBHBBR
B EANZSEFTARGNEE
EEREHE

HE - hErR-_ZE—N\NF+=-A
=t HIEFERNERERREEREL
& E BB EFBE K FE45()

Details of impairment assessment of accounts and bills
receivables and contract assets for the years ended 31 December
2019 and 2018 are set out in note 45(a).

AREBRIH A EUERREZBERAHL
BE (MREBEREE) ZREIHTDOT :

The ageing analysis of the accounts and bills receivables and
contract assets of the Group, net of loss allowance, based on
the due dates is as follows:

2019 2018

HK$'000 HK$'000

—E-hEF —T—)\%F

FET FABT

Current mE 13,070 295,396

Past due for less than 3 months LR ={EA 49,240 85,354
Past due for more than 3 months but less %1 H8 =@ A LA 18 /< 1& A

than 6 months 22,804 47,297

Past due for more than 6 months but less W HI /<& A LA _E1B DR —4F
than 1 year 11,135 26,522
96,249 454,569
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

27. PREPAYMENTS, DEPOSITS AND OTHER 27. A FIE - EZE N EAEWRF
RECEIVABLES |
2019 2018
HK$'000 HK$'000
—E-hEF —E-N\F
FET FHET
Prepayments B 38 4,206 10,107
Deposits Ze 4,538 11,775
Other receivables H b fE W 5K IB 12,661 8,127
21,405 30,009
Provision for impairment (note 45(a)) J (B B & (Hf7£45@)) (1,420) (5,529)
19,985 24,480
Details of impairment assessment of deposits and other BHE—_Z—hEr-_ZFT—N\F+=A
receivables for the years ended 31 December 2019 and = +—HIEFEMNES R EMELK
2018 are set out in note 45(a). BB E A IBE R FE45()°
28. PLEDGED AND RESTRICTED BANK 28. EHEHRZRENRITER
DEPOSITS, CASH AND CASH RekREEEHEAREME
EQUIVALENTS AND OTHER CASH FLOW eREER
INFORMATION
(a) Pledged and restricted bank deposits (a) CEARZRFNBITER
As at 31 December 2018, the effective interest rates RZE—N\F+=ZA=+—8"
of the pledged bank deposits are at 0.31% per EEARTERNERNERS
annum. As at 31 December 2018, pledged bank F031% - R -_ZE—N\F+_A
deposits are used to secured bills payables (note 29) =—+—H BEEETEXAR
and letter of credit (note 34(b)) of the Group. As at ERAEEMEMNZECKF
31 December 2019, no bank deposits were pledged. 29) Rz A& (1 sE34(b)) e R =
E-NEFE+_A=+—8 #E
EARERERTTIERN ©
No bank deposits (2018: approximately BMERTER(ZE—N\F 4
HK$1,621,000) were restricted for use in relation to 1,621,000 0) ATTHRIEF S &
the administrative proceedings. FRAX IR
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For the year ended 31 December 2019 # £ —

28. PLEDGED AND RESTRICTED BANK
DEPOSITS, CASH AND CASH
EQUIVALENTS AND OTHER CASH FLOW
INFORMATION (continued)

(b) Cash and cash equivalents

(c)

As at 31 December 2019, included in cash and
cash equivalents of the Group is approximately
HK$15,023,000 (2018: approximately

—NF+—A=+—HILFE

28. CEARZRHFNRITFR
BeEkBREFEEAREMR
EREBERE)

(b) RERBEEEEER

R_F-NAF+=-A=+—8"
AEER MRS SEERBR
L/U\E?ﬁ%ﬁlwﬁjﬂiﬁﬂlﬁé MERTT

HK$33,377,000) of bank balances denominated in 2 SR 1T 45 £4 915,023,000 JT
RMB placed with the banks in the PRC. RMB is not (ZZE— \F : £33,377,000/&
a freely convertible currency; however, under the L) ARBIWIFRTEHER 2
PRC's Foreign Exchange Control Regulations and B R AR B 2 INE R
Administration of Settlement, Sale and Payment IR G & 4508 - & [E R FEE 2
of Foreign Exchange Regulations, the Group is HE AEEEETERPEE
permitted to exchange RMB for other currencies BRREETINEER ZBRITEAR
through the banks authorised to conduct foreign MG AR T o
exchange business in the PRC.
Reconciliation of liabilities from financing () METBREENEBHE
activities
The table below details changes in the Group’s TREFMRAEEREEBFIEL
major liabilities from financing activities, including MNEZEEEEE BERERE
both cash and non-cash changes. LIER e e E K)o
Amounts due Advance
torelated  from certain
parties parties
Amounts included included in
due to and in other other Amount
Bank and Lease loans from payables payables  duetoan
other loans liabilities  shareholders ~and accruals ~ and accruals associate
(note 34) (note 33) (note 30) (note 31) (note 31) (note 22) Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AR
SARMES  ERTER
HEREHER EfERZ
Bk ERRRZER cEAEMEE £TAL Ef-HEHE
HES HERE RERRER FE 235 ARFE
(W) (W#33)  (W#z0)  (W#z)  (W#Es)  (W#2) @
T ThL T ThT T ThT T
At 1 January 2018 RZE-N\E-A-H 646,900 - 41,097 7,099 2814 99,589 817,499
Changes from financing cash flows: BEREHHEH:
Proceeds from bank loans FAERZFRRE 207,618 - - - - - 207,618
Repayments of bank loans BEBAER (182,704) - - - - - (182,704)
Proceeds from other loans ﬁﬁﬁ% e ] 201,975 - - - - - 201,975
Repayments of other loans BEEMER (37,584) - - - - - (37,584)
Proceeds from loans from shareholders  RERE &3 2 Frig U8 - - 94,800 - - - 94,800
Repayments of loans from shareholders [ (& &3 2 FTE0E - - (29,660) - - - (29,660)
Repayment to shareholders ARERR - - (31,962) - - - (31,962)
Repayments to related parties, net HE@@M}M #E - - (109,669) - - (109,669)
Repayment to an associate H-BHRE DT RN - - - - - (79,785) (79,785)
Repayment to certain parties included in % T AL 5% (3t A ZHRE A
other payables, net TE) 38 - - - - (15,828) - (15,828)
Total changes from financing cash flows  BEB & REELNEHAE 189,305 - 33,178 (109,669) (15,828) (79,785) 17,201

Rosan Resources Holdings Limited Annual Report 2019
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

28. CHEARZRFPBRITER
BeEkBEFEEBREMR
EREBER(#)

28. PLEDGED AND RESTRICTED BANK
DEPOSITS, CASH AND CASH
EQUIVALENTS AND OTHER CASH FLOW
INFORMATION (continued)

(c) Reconciliation of liabilities from financing (0 METBREENEEHER
activities (continued) (&)
Amounts due Advance
to related ~ from certain
parties parties
Amounts included included in
due to and in other other Amount
Bank and Lease  loans from payables payables  duetoan
other loans liabilities  shareholders and accruals  and accruals associate
(note 34) (note 33) (note 30) (note 31) (note 31) (note 22) Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
STARA
FARBER  EFFER
FEREHER EHERZ
BIR ERRRFER cBIHGBE FTAL Efi-HHE
ApER  HERE RERRER B 28%  DARE
(Hsa)  (Was) (o) (a1 (W) (B2 by
Tin Thr Tin Thr Tin i ThL
Other changes: Hfp2E:
Exchange realignment EXBE (42,701) = (2214 (330) - (5164  (50409)
Addition through acquisition of FRRERBARRE (Wit0)
subsidiaries (note 40) 47,060 - - 103,070 - - 150,130
Discount at inception of loans RERFEF D HRE
from shareholders - - (17,185) - - - (17,185)
Unwinding of imputed interest on loans  RERE EFEER S EI&
from shareholders - - 8,750 - - - 8,750
Total other changes EpEeag 4359 - (10,649) 102,740 - (5,164) 91,286
At 31 December 2018 R-E-N\E+-F=1-H 840,564 - 63,626 170 6,986 14,640 925,986
Impact on initial application of HKFRS 16 #JAFE & A 81535 £ 8| %16
(note 2(b)) Sewa (W) = 1,209 = = = - 1,209
At 1 January 2019 RZE-NF-A-H 840,564 1,209 63,626 170 6,986 14,640 927,195
Changes from financing cash flows: BEREHHEH:
Proceeds from bank loans RITEF MG 859,145 - - - - - 859,145
Repayments of bank loans HERTER (827,857) - - - - - (82785
Proceeds from other loans EHWENHMERE 5,671 - - - - - 5611
Repayments of other loans REEHER (196,738) - - - - - (196,738
Capital element of lease rentals paid ~ 2FEERS 2 BAHH - (1.402) - - - - (1,402
Interest element of lease rentals paid ~ 2AERS 2 FIEHS - (67) - - - - (67)
Advance from related parties, net REBEAT 783 B8 - = - 79,393 = - 79,393
Advance from shareholders RE#T - - 26,636 - - - 26,636
Advance from certain parties induded in ZFALZ 8 (Gt AZMER
other payables, net FE) B - - - - 17,176 - 17,176
Total changes from financing cash flows BEE & FEELMNEEEE (159,779) (1,469) 26,636 79,393 17,176 - (38,043)
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

28. PLEDGED AND RESTRICTED BANK 28. EHEHRZRENRITER
DEPOSITS, CASH AND CASH RekREESEFARAEME
EQUIVALENTS AND OTHER CASH FLOW EREER(#)
INFORMATION (continued)

(c) Reconciliation of liabilities from financing () METERMEELENEEHER
activities (continued) (&)

Amounts due Advance
to related ~ from certain

parties parties
Amounts included included in
due to and in other other Amount
Bank and Lease loans from payables payables  duetoan
other loans liabilities  shareholders ~and accruals ~ and accruals associate
(note 34) (note 33) (note 30) (note 31) (note 31) (note 22) Total
HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AR

SHARMES  ENRER
REREHER EHERZ
IR ENRRAER CENAMEE ATAL EAE-HHE
HfpEH  RRARE RERREX THE Z8%  LAARAE
(ize) (W) (BEse)  (E)  (KEs) (KRR &t
TEL THL TEL THL TEL TEL TR

Other changes: Ab28:
Exchange realignment EX#E (12,467) (6) (1,547) (48) = (255) (14323)
Addition of lease liabilties REMEEE - 864 - - - - 864
Interest expenses on leases liabiities & & EAI 2% - 67 - - - - 67
Disposal of subsidiaries (note 41) HENBAR (H41) (521,304) - (33,887) (3,048) - (14385 (572,624
Consideration in relation to disposal of  HECIEEABHRE
the CIL Group (note 41) (Bita1) - - ?) - - - )
Unwinding of imputed interest on loans & RE & (87| 5 0&
from shareholders - - 3,746 - - - 3,746
Totalother changes L4 EEe (533,771) 0o G160 (0 S (4e0) (827
At 31 December 2019 RZE-NF+-f=1-H 147,014 665 58,572 76,467 24,162 - 306,880
29. ACCOUNTS AND BILLS PAYABLES 29. EHIESRREE
2019 2018
HK$'000 HK$'000
—B-hAE —FE-NF
FExT F& T
Accounts payable J&E AR 3K 32,456 50,349
Bills payable JE I~ R 1R - 607,783
32,456 658,132
As at 31 December 2018, the bills payable was mainly NR-E—-N\F+_A=+—80" ERN
issued to the Henan Coal Jiatuo Trading Company ERETEET T ER AR REES
Limited* CRERAEREHEBRAEF), major supplier BAF EA[BAKRES | XBH
under the “trading of purchased coal” operation (the FEHER(EEMHER])-
“Major Supplier”).
# For identification purpose only OEMRER
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Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

29. ACCOUNTS AND BILLS PAYABLES

(continued)

The Group was granted by its certain suppliers with credit
periods normally ranging from 30 to 90 days (2018:
30 to 90 days). As of the end of the reporting period,
the ageing analysis of accounts payable of the Group
presented based on the invoice dates was as follows:

29. BENRREERE (&)

AETHERRASEE T —RN T30
F90H(ZZE—/\F : 30290H ) 2 &
R RREHK REZBHER
ZAEEEMERZERESITOT ¢

2019 2018

HK$'000 HK$'000

—E-hEF —E—N\F

FET THTT

0 — 90 days 0£90H 19,999 21,493
91 — 180 days 91%&180H 4,309 3,779
181 — 365 days 181%365H 3,635 19,299
Over 365 days H#B3E365H 4,513 5,778
32,456 50,349

As at 31 December 2019, the Group has no bills
payable (2018: approximately HK$485,851,000) secured
by the pledged bank deposits of the Group (2018:
approximately HK$461,487,000) (note 28(a)).

As at 31 December 2019, the Group has no bills payable
(2018: approximately HK$152,387,000) were guaranteed
by Henan Zhongfu Industrial Company Limited# (Ja]
AMHREEXRMHER2F) (“Henan Zhongfu”) or
its subsidiaries (collectively referred to as “Zhongfu
Group”), the major customer under the “trading of
purchased coal” operation (the “Major Customer”).

#  For identification purpose only

R-ZE—NE+-_A=+—8 K&
BUEEMER(ZZT—\F: 4
485,851,000/ 7T ) AR &£ B 2 #H 1 5R
THER(ZE—\F : 49461,487,000
BT 1E R IR (K17E28(a))°

RZE—-—NE+=-_A=+—H &&
B EENEERE(ZZE—N\F: 4
152,387,000/8 70 ) A M FEFEK
MAERAR(IEPE D ERBA
A FEZEE D AEBAKRKE
ZIEBNFERF((XEEF]))E
R

o EHER

BEERERBRAT 2019FFHK
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

30. AMOUNTS DUE TO AND LOANS FROM

30. ENRERFMEREKRERRER

SHAREHOLDERS
2019 2018
HK$'000 HK$'000
—B-hAE —E-NAF
FET FBIT
Current B
Amounts due to shareholders FETBR R SRR (ATat(a))
(note (a)) 1,337 9,135
Non-current FRE
Loans from shareholders (note (b)) REBRRER (MaED)) 57,235 54,491
58,572 63,626

Notes:

(a)

Current portion of amounts due to shareholders
The balance of current portion of amounts due to
shareholders included the followings:

(i)

(ii)

As at 31 December 2019, balance amounting to
approximately HK$1,337,000 (2018: HK$7,838,000)
was advanced from Mr. Bao; and

As at 31 December 2018, the balance amounting
to approximately HK$1,297,000 was advanced from
Mr. Yang Hua, a shareholder of the Company, who
was also a then Executive Director till 8 February
2018 and chief executive of the Company till 31
December 2018. The balance was disposed of
during the disposal of the CIL Group.

These balances are unsecured, interest-free and repayable
on demand.

Rosan Resources Holdings Limited Annual Report 2019

Hia

(a)

BNRRREBEZABDEBD
FENBRRIEN B D BB R
ATSIR

() MZEBE—AF+_A=+-—
B #91,337,0008 T (=&
— )\ : 7,838,000/ 7T ) K&k
EHELEERME: &

iy RZE—NF+-_A=+-—
B #BELE(ABEARARR
R N\E=-ANBH
MAARRERZHTERER
R=_ZE—N\F+=-_A=+—H
LEAERRRITHAR) R
#R %8 #91,297,000/8 7T ° #A 58
ERAEECILEEPHELE -

ZERBEREBEER 2R RARE



Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

30. AMOUNTS DUE TO AND LOANS FROM
SHAREHOLDERS (continued)

Notes: (continued)

(b)

Non-current portion of loans from shareholders

On 14 February 2018, the Group entered into loan
agreements with Mr. Bao, Mr. Zhang Xinzhi (“Mr.
Zhang”) and Mr. Li, all of them are shareholders of the
Company in which Mr. Li is also an Executive Director
since 15 June 2018 and Mr. Bao was appointed as an
Executive Director subsequent to the year end date.
Pursuant to the loan agreements, these shareholders
agreed to provide unsecured and interest-free loan with
an aggregate amount of RMB600,000,000 (equivalent
to approximately HK$671,172,000) for a term of three
years to the Group. The loans are repayable in full or by
instalment to further negotiations, within 36 months of
the drawdown date. During the year ended 31 December
2018, aggregate loans amounting to RMB80,000,000
(equivalent to approximately HK$94,800,000) have been
advanced from Mr. Bao, Mr. Zhang and Mr. Li, these
loans will be repayable in full within 36 months since the
drawdown date. As detailed in note 3.1, such loans were
transferred to and taken up by Xiangyang from a then
subsidiary. The effective interest rate at 6.90% per annum
for imputed interest expense for these interest-free loans
is determined based on the cost-of-funds of the Group per
annum. Movement has shown as below:

30. EVRERMERRKERRER

(&)

Hrat: (&)

(b)

REBRRERZFERBBS
R-E-NE-F+HB ~&E
HELE REELEE([REE])
EEEE(BEZZE—N\FEARATH
BfEHARDABKRE  FELEENAE
HTEFE BAENFELEBARES
TERNTES)FILER D R
EXmsm 2ERRAERALAER
IRt 4858 A R#600,000,0007T (4
B IA#1671,172,0005% 7T ) HY 4 45 48
RBEF  AH=F - BERANIER
HEf#E3618 A A2 EE o HE
B (EE—SER) - HE_T—N\
F+-_A=+—BItFE EFHE
%@ A R #80,000,0007T (HHE R4
94,800,000/ 7T ) R E A B LA
REERTRERM ZEERA
IRE B HI#E361E A A B HEE -
K 3 AR RS E R E B
MM B A B8 E T k5 I A
B-ZERBEFNGHEENBHAX
ZEBRERNEE 0% I ENANER
BENESKNAET - 22BN T
K:

2019 2018

HK$'000 HK$’000

—E-NF —E-)\F

THET FHET

At 1 January mn—A—H 54,491 -

Proceeds from shareholders’ loans f% R E A5 R E - 94,800

Discount at inception (note (i) MEBEE (B E30) - (17,185)
Early settlement by the Group NEERELEE (MaEa)

(note (ii)) - (29,660)
Unwinding of imputed interest HE RSB (faE7)

(note 7) 3,746 8,750
Exchange realignment [E 5 o2& (1,002) (2,214)
At 31 December Rt+—_A=+—H 57,235 54,491
Notes: Biat -

(i) The discount of the loans from shareholders at inception 0) RIS E % - M E-ER AE

was recognised as deemed capital contribution from
shareholders as other reserves in the equity of the Group
(note 38(a)(iii)).

(ii) During the year, the Group did not voluntary repay
(2018: RMB25,000,000 (equivalent to approximately
HK$29,660,000)) to the shareholders.

ERBEHE (ERAEEERSTH
H R (M EE38()ii) ) °

(i) FEARA AXEEHEEBEBERRK
FEEXE(ZZE—N\F: A
R #25,000,0007T (#HE R4
29,660,000587C) ) °
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

31. OTHER PAYABLES, ACCRUALS AND 31. BENTIE - EFfEARD

DEPOSIT RECEIVED Wiz &
2019 2018
HK$'000 HK$'000
—E-AFE ZZE-N\F
FET FBIT
Current B
Accruals FEETE R 114,905 293,640
Other payables (note (a)) Hh &R 5RIB (Mat(a)) 230,709 243,774
Contract liabilities (note (b)) G afE (KaEb)) 17,261 13,247
Deferred income (note 35) EEU A (HT7%35) 772 786
363,647 551,447
Non-current FERE
Deposit received (note (c)) BWIEE (HaE()) 2,299 2,165
365,946 553,612
Notes: B st -

(a)

The balances of other payables as of 31 December 2019
included the followings:

(i)

(ii)

(iii)

(iv)

#

The balance amounting to approximately
HK$1,038,000 (2018: approximately HK$170,000)
was advanced from a family member of Mr. Bao;

The balance amounting to approximately
HK$22,372,000 (2018: nil) was advanced from
a non-controlling interest holder of one of the
subsidiaries of the Company;

The balance amounting to approximately
HK$75,429,000 (2018: nil) was advanced from
Henan Minan Guotai Investment Holdings
Development Co. Ltd,* OIERZE R EZER
ZREARAF) which is beneficially owned and
controlled by Mr. Zhang;

The balance amounting to approximately
HK$1,790,000 (2018: HK$6,986,000) was advanced
from an individual. In the opinion of the directors of
the Company, the individual is an independent third
party; and

For identification purpose only

Rosan Resources Holdings Limited Annual Report 2019

BE_ZFT-NAE+-_A=1t—8"
Hip B K IBRBERREATRE:

0)

0]

(ii)

(iv)

#

491,038,000 T (= =
—/\: #7170,0005 7T ) K &858
MBEEN—BREKBR
i

4922,372,000% T (= ZF— N\
FE)NBRTEARARQ R —H
M8 ARz IEEREERFE A

Y

#975,429,000%8 7L (= — N\
FE)NHREHRTERTE
FIREERERBR AR (B
RAEAERESR REG) R
it ;

#91,790,0008 L (= — N\
£ 16,986,000/ 7T ) M #AEE
—BATRE-ARAEER
B RALTABYE=F &

EXAS %l



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

31. OTHER PAYABLES, ACCRUALS AND
DEPOSIT RECEIVED (continued)

Notes: (continued)

(a)

(b)

(continued)

(vy  The remaining balances of approximately
HK$130,080,000 (2018: approximately
HK$236,618,000) mainly comprises accrued coal
mines related to removal and relocation expenses,
payables to suppliers for acquisition of property,
plant and equipment and certain miscellaneous
expenses payables.

These balances are unsecured, interest-free and repayable
on demand or within one year.

At 31 December 2019, contract liabilities represent
receipts in advance from customers, which the Group
is required to refund to the customers if the customers
cancel the orders. However, the Group does not expect
to refund any of the advance payments. The Group does
not separately presented this item on the consolidated
statement of financial position as, in the opinion of
directors of the Company, the amount involved was not
material.

Typical payment terms which impact on the amount of
contract liabilities recognised are as follows:—

- Coal business contracts

When the Group receives a deposit before the
customers obtain the coal from the predetermined
location, this will give rise to contract liabilities,
until the revenue recognised exceeds the amount
of the deposit. The Group typically receives certain
deposit on acceptance of coal sales orders, which is
negotiated on a case by case basis with customers.

- Building materials contracts

For major building materials contracts, the Group
generally receives certain deposit from customers
when they sign the building materials contracts,
which is negotiated on a case by case basis with
customers. These deposits are recognised as a
contract liability until the revenue recognised
exceeds the amount of the deposit.

. HENFRIE B EARE

¢ AC )
HitE: ()

(a)

(%)

(v) #2%E%130,080,000/ 7T ( =
= — \F : 49236,618,000/%
TC) E BB IERERT R R
FhrRkRERSZ WEDE-
BB &R e N e R SR IE &
B TREMNEERE -

ZERBLSEEAM RERARE
REEHN —FANEE-

RZE-—NF+ZA=+—H8 #
WEFPRBESENAEBERANEEZEA
REFEBEERERETEF A
i 75 55 [ 78 B 3 4 R GE A TR K
PIH ANARAEERR IFE
MY AEXR BAKELRREE
MBARKRANEB2%IAAE °

HEHRGHNEBESEBKE RN
B — AR R AR B S AN T - —

- BEREBEY

EARKENE P BIREE W
BE R AR B 8 - B E
EANEE BEEEEIALA
BBEERIE - AEEETEE
IR SR IR 3H 5 R] B U
T eREBEABBERER
Fikm@ -

- EBHER

REBRMENME  AEE
—RE PR M & KR U
HTR: BREREEER
FPRER - 2 FRENFER W
BRRESBIAERAEL
AfE-
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

31. OTHER PAYABLES, ACCRUALS AND 31. Bt ENEE  EHEARD
DEPOSIT RECEIVED (continued) WikE (%)
Notes: (continued) Kiat: (&)
(b)  (continued) (b) (%)
Movements in contract liabilities EHEBHNES
2019 2018
HK$'000 HK$'000
—E-NE —ZE—)\#F
TET FAT
At 1 January n—A—H 13,247 43,253
Decrease in contract liabilities as STAFVEHEENFTARNER
a result of recognising revenue WAEEREHNEBERD
during the year that was included
in the contract liabilities at the
beginning of the year (2,620) (36,470)
Increase of receipts in advance % = TE USRI AL AN
from customers 36,820 1,575
Addition through acquisition FERWENBARARNE
of subsidiaries - 7,131
Disposal of subsidiaries HE B A A (29,483) -
Exchange realignment PE A% (703) (2,242)
At 31 December W+=—A=+—8 17,261 13,247
() One of the subsidiaries of the Company entered into a (0 BE_Z-—N\F+-A=+—HIk

rental agreement with an independent third party to lease
its certain property, plant and equipment for a lease term
of 10 years during the year ended 31 December 2018.
Pursuant to the rental agreement, the independent third
party paid RMB4,000,000 (equivalent to approximately
HK$4,554,000) to that subsidiary as a deposit. The deposit
is refundable at the end of the lease term. The effective
interest rate at 7.91% for imputed interest expense for
this deposit is determined based on the cost-of-funds of
that subsidiary per annum.
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FE - AQr—ERBARE—F
BYE=ZHFIAERE A
HETYE BEKE&E HEA10
FoRBHERZ BYFEF=AEM
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

OTHER PAYABLES, ACCRUALS AND 31.

DEPOSIT RECEIVED (continued)

Notes: (continued)

HtEN=E  ErEARE
Wi (&)
HitE: ()

() (continued) (0 (%)
2019 2018
HK$'000 HK$'000
—E-NEF —E—N\F
FET FHBT
At 1 January m—A—H 2,165 -
Deposit received Bz e - 4,554
Discount at inception (note 6) Ma B E (M iF6) - (2,458)
Unwinding of imputed interest HEFR S E# (FE7)
(note 7) 174 72
Exchange realignment b H A (40) (3)
At 31 December R+—A=+—H 2,299 2,165
PROVISION FOR RECLAMATION 32. HEERRE
OBLIGATIONS
2019 2018
HKS$'000 HK$'000
—E-AF —E-N\F
FExT FHET
At 1 January 100,164 99,480
Provision made during the year FABE (HaE8)

(note 8) 4,556 6,087
Disposal of subsidiaries (note 41) HEMNB AR (Aat41) (78,908) -
Exchange realignment bE i, 8 B (1,811) (5,403)
At 31 December R+=—A=+—8 24,001 100,164

Provision for land restoration, environmental restoration
and safety costs pursuant to the relevant PRC regulations
and current mining activities are determined by
management based on their best estimates. However,
the estimate of the associated costs may be subject to
change in the near term in view of the effect of land and
the environment from current mining activities becomes
apparent in future periods. The amounts provided in
relation to restoration and safety costs are reviewed
regularly based upon the facts and circumstances
available at the time and the provisions are updated
accordingly.

AR 48 B o B AR 1) N3 B SR AR S A% P
EZTHER REERMZEMAN
ZBEHEREEESEGMER -
A ERIRE 2 RBEBE LK
REFEZREENAKBMEEFH
BoMHEBERAZGRERANSERE

BIRERAMANEE RBEREHETR
- AR REHD T R
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

33. LEASE LIABILITIES

The following table shows the remaining contractual
maturities of the Group’s lease liabilities at the end of the
current and previous reporting periods and at the date of
transition to HKFRS 16:

31 December 2019

“E-NFtZR=t-H
Present
value of the Total
minimum minimum
ease ease

payments  payments
HKS'000 HKS'000
REAE REAE
EST eSS

33. HE&®E
TRERNE BT R BERERA LB
EERBVBMEERE 165 B R
SEHEARIRHREOIEA
1 January 2019 (note) 31 December 2018 (note)
ZE-NE-A-H “E-\E+Zf=t-H
(i) (Wit)
Present Present
value of the Total  value of the Total
minimum minimum minimum minimum
lease lease lease lease
payments payments payments payments

HKS'000  HKS'O00  HK$000  HK$'000
gEHE  REEE  sEEE  RERSR
MARE  fHEE  MFRE fAReE

TEn TEn T T T T

Within 1 year —ER 622 634 980 1,015 - -

After 1 year but within 2years ~ —EEBRAER 2 3 185 188 - -

After 2 years but within 5 years ~ AWEBBRLER 2 3 4 46 - -

665 680 1,209 1,249 - -

Less: total future interest expenses & : KA RFI S F % 25 (15) (40) -

Present value of lease liabilities ~ EE&ERE 665 1,209 =
Note: Bt

The Group has initially applied HKFRS 16 using the modified
retrospective approach and adjusted the opening balances at
1 January 2019 to recognise lease liabilities relating to leases
which were previously classified as operating leases under HKAS
17. Comparative information as at 31 December 2018 has not
been restated. Further details on the impact of the transition to
HKFRS 16 are set out in note 2(b).
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33. LEASE LIABILITIES (continued)

34.

R

Notes to the Consolidated Financial Statements

Amounts included in the consolidated statement of cash

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

33. lHEE & &)
HAGABRSRER AELEAE

flows for leases comprise the following: LATR&IA
2019 2018
HK$'000 HK$'000
—E-hEF —ZE-)\F
FET FHET
Current RE
Within operating cash flows BRELHEEME - 1,593
Within financing cash flows BEREmERERE 1,469 -
1,469 1,593
Note: Bt

As explained in the note 2(b), the adoption of HKFRS 16
introduces a change in classification of cash flows of rentals paid
on leases. The comparative amounts have not been restated.

AR R 2(0) P - ER AN E B B 75 R 5 42 R
F1RERHECNHENATREN R
B LRSI AREBT -

BANK AND OTHER LOANS 34 RITRHEMER
2019 2018
HK$'000 HK$'000
—B-AF —FE-NAF
FH T FE T
Current mEp
Bank loans (note (a)) RITER (K@) 147,014 563,257
Other loans (note (b)) HEmMER (Kitb)) - 198,943
147,014 762,200
Non-current JETRED
Bank loans (note (a)) RITE (K@) - 51,232
Other loans (note (b)) HEmMER (Katb)) - 27,132
- 78,364
147,014 840,564
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—NF+—A=+—HILFE

34. BANK AND OTHER LOANS (continued) 34, ¢ Hth B (&)
Detail annual effective contractual interest rate and E%é,%ﬁﬂ E!’\] ,aﬁf’% & A FF EFEE B
maturity is as below: T :
2019 2018
“E-nE ZE-0\%
Annual Annual
effective effective
contractual contractual
interest interest
rate (%) Maturity HK$'000 rate (%) Maturity HK$'000
&Jgﬂn ?’.@% QO
EFE(%) L) Thn EHE(%) 558 TEn
Current ok
Secured AEH - - 330%-457%  ondemand 153,400
BREK
Secured AAH 6.50% - 12.52% 2020 145,420 5.87% - 8.00% 2019 295,715
i “E-0%
Unsecured gl 13.21%  on demand 1,594 4.85%-10.43%  on demand 170,774
BREX BREK
Unsecured BIEA - - 1.20% - 12.80% 2019 142,311
ZE-0E
147,014 762,200
Non-current 58
Secured BHER - - 587%-8.00% 2020 - 2021 18,364
:E:Tﬁ
ETECF
147,014 840,564
Notes: B st :
(@) As at 31 December 2019, bank loans were secured by (i) (@ RZZE—hhEF+=—_A=+—H R
certain of the Group’s right-of-use assets, (ii) buildings TEFNONEAEBZETHERAES

located in the PRC which are owned by Henan Mintai Real
Estate Company Limited CHERFZEEXER A A])
(“Henan Mintai”), an entity incorporated in the PRC
which is beneficially owned and controlled by Mr. Zhang;
and (i) bill receivables owned by a subsidiary of CIL, a
company which was disposed of on 30 December 2019
(note 41). Those bank loans were also guaranteed by (i)
Mr. Zhang, a substantial shareholder of the Company, (ii)
Henan Minan Real Estate Development Company Limited*
CNERZFEHMERZEEMRAT) (“Henan Minan”), an
entity incorporated in the PRC which is beneficially owned
and controlled by Mr. Zhang, (iii) Henan Mintai, or (iv)
Major Supplier.

# For identification purpose only
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

34. BANK AND OTHER LOANS (continued)

Notes: (continued)

(a)

As at 31 December 2018, bank loans were secured by (i)
certain accounts receivable, (i) all mining rights, (iii) all
prepaid land lease payments, or (iv) certain bill receivables.
Those bank loans were also guaranteed by (i) Major
Customer, (i) Mr. Bao, (iii) the spouse of Mr. Bao, (iv)
Major Supplier, (v) Mr. Zhang, an/or (vi) Henan Minan.

On 25 and 26 June 2018, the Group entered into
agreements with a financing company, an independent
third party, pursuant to which the Group has agreed
to transfer the ownership of certain machinery and
equipment under production of building materials (the
“Machinery and Equipment 1”) to the financing
company as disclosed in note 15, at an aggregate
consideration of approximately RMB169,660,000
(equivalent to approximately HK$193,140,000) and
lease back the Machinery and Equipment | for a period
of 1 year, subject to the terms and conditions of the
agreements. The transaction was completed in June
2018. The financing company will return the ownership
of the Machinery and Equipment | to the Group if all the
rental fee has been settled fully. Despite the agreements
involve a legal form of a lease, the Group accounted
for the agreements as collateralised loan according with
the actual substance of such agreements. This loan
was secured by stand by letter of credit issued by a
bank for RMB170,000,000 (equivalent to approximately
HK$193,543,000). During the year ended 31 December
2019, such other loan was fully settled.

On 6 July 2017, the Group entered into an agreement
with another financing company, an independent
third party, pursuant to which the Group has agreed
to transfer the ownership of certain mining machinery
and equipment (the “Machinery and Equipment
II”) to the financing company as disclosed in note 15,
at a consideration of RMB30,000,000 (equivalent to
approximately HK$34,155,000) and lease back the
Machinery and Equipment Il for a period of 3 years,
subject to the terms and conditions of the agreement. The
transaction was completed in July 2017. Upon discharging
all the Group’s obligations under the agreement, the
financing company will return the ownership of the
Machinery and Equipment Il to the Group for a nominal
amount of RMB1. Despite the agreement involves a legal
form of a lease, the Group accounted for the agreement
as collateralised loan according with the actual substance
of such agreement. On 30 December 2019, the Group
disposed of certain subsidiaries together with such other
loan and ceased to have obligation on such other loan.

34. RITREMER(#)
HisE: (&)

(a)

R-ZEBE—-NE+=-A=+—H8
TTEAG)E T REUERFK  (i)FT A £
WERE - (iTETE N L E A
g (iv)E T RN EE I - 2 E R
EFUOEERFE (VB EE  (i)E
FHEZRSB (vEZH-ER (v)RE
E RN REREZER -

RZE-—NFNA-_+HHK
“tAB AEEHE—FRHEA
A(BABYE=H)7 %=
Bl A&EEERESHETEE
EMMmHEREE([BEREE
— MM EREETZME QA
(LB sE1SAT I E) - BRE ALY
AR #169,660,0007T (HEERL
193,140,000/ 7o) » I 78 O] # 25

HE— HRE—F (ZRRZ
FNERRGEE) ZRHINRF
—NENATK -WHEREEH
ERHLEST BEQREHERE
B NEAERETAEE -BE
ZmE s R HEENEEER AR
SEREZEMENELEBZ M
IR ABMER  ZERUBRITER
ZEH) A R #170,000,0007T (B8
R #9193,543,000/% 70 ) 2 R 1E
BUEEKB - BE-_E—HLE+=A
=+ HLEFE - FREMERE
EEEEAS -

R-ZE—+FLANH AEBHE
E—HRERR(ABIYE=H)
A Bl AEEER
ERE T HRERES R ([#as
RERE=-|)NFBEEEZETZR®
BERNFE (1S E) KRB
A A R #30,000,0007T (25 R4
34,155,0007 7T ) + I 78 [O] # 28 K 5%
B HR =F (RN & EIE
HRNEH) RGN _E—LF+
AN -EAREERZHBZEET AT
BEEBRT® ZMmEARBUA
RENTHEESBERENERE=
MNEEERETASE -BE H=
FBRBEEREEEN BEAEER
BZHENER AR Z IR R
AEREZR - N-_E—hhE+=-A
Z=t+H AEBEEHEETHEAR
AIERZEEMGR B TNEHEZ
SHMERAEBEME T
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

35. DEFERRED INCOME 35. IEFEWRA
2019 2018
HK$'000 HK$'000
—E-NF —E-N\F
FERT FET
Net carrying amount at 1 January R—A—BZEREFE 3,928 -
Additions through acquisition of BRBERBRARIAE
subsidiaries (note 40) (Kat40) - 5,164
Amortisation for the year F A5 (783) (1,115)
Exchange realignment bE W 2 (57) (121)
Net carrying amount at 31 December ¥+ = A=+—H ZEm FE 3,088 3,928
Less: current portion (included B mEE S (FrAHAL
in other payables and JE - RIE K
accruals (note 31)) EstER (Fa31)) (772) (786)
Non-current portion EMENE S 2,316 3,142
The Group received government subsidies for capital AEEGFEENE BRE LR H
expenditure incurred for the plant and machinery. The BN X WER AT # B o 2 K E R
amounts are deferred and amortised over the estimated BB E MG ET A {F A H AR RE &
useful lives of the respective assets. o
36. DEFERRED TAX 36. IEAEHIH
As at 31 December 2019, all tax losses and deductible R-ZZE—hhE+=-_B=+—8"#RE
temporary differences of the Group have no expiry IR IS0 REE A IEE B
dates under the current tax legislation except for the MR E b = 2 EE M —
tax losses amounting to approximately HK$110,649,000 ZHBEMNBARI(ZZE—NF: =K
(2018: approximately HK$349,624,000) incurred by one ME AR EEREFEAI110,649,000
subsidiary (2018: three subsidiaries) in the PRC, which BIT(ZZE—/\F : £9349,624,000%
will expire after 5 years from the year in which the losses TR IBEERIN R EIREL
were incurred. The Group has taxable losses arising FERTAFRE M AEEREE
in Hong Kong of approximately HK$818,000 (2018: EAERTEEX818,0008L(=ZF
approximately HK$1,080,000). The unused tax losses — J\4F : 491,080,000/ 7T ) K ) A
are subject to the approval by the respective local tax TMIEEEBAES SRS I P Bt -
authorities. Deferred tax assets have not been recognised FR AR BE T 5T AR 2R 4 1) 2O - B b 3
in respect of these losses due to the unpredictability of B EEEREREENIBEE -

future profits streams.
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

36. DEFERRED TAX (continued) 36. IEIEBLIE (&)

Movement in deferred tax liabilities/(assets) during the FRELEFBEE (BE) 20
year is as follows: T

Fair value

adjustments on

property, plant

and right-of-

Amortisation use assets (2018:

allowance on equipment,

mining rights for prepaid land

Impairment of  tax purpose in  lease payments)
mining rights  excess of related ~ and inventories  ECL on accounts

and property, amortisation  arising from the and bills
plantand  foraccounting  acquisition of  receivables and
equipment purpose subsidiaries  contract assets Others Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
A% BER
REREAREE
(ZB-NF:
RE BT

AREAEMEN HEGHRE
REERHRG  GEMELT  REUERR
REERN% (BBREHAE MEL2FE  RERANEE

BERREAE MEWEREH) OTERE 2EHGEFE R @it

Tin TiEn Tin TiEn Tin Tin

At 1 January 2018 RZE-\F-f-H (31,908) 31,908 - - - -
Additions through acquisition of BRUENBARE (Hitd0)

subsidiaries (note 40) - - 2,119 - 400 3,119
Charged(crecited) to profit or loss B/ (B2 ABR (Ht9)

(note 9) 1,005 (1,005) (509) (2,406) 279 (2,636)
Exchange realignment EiAE 1614 (1,614) (67) 97 (24) 6
At 31 December 2018 and 1 January 2019 R=E—/\E+=A=1—H

R=E-NE-F-H (29,289) 29,289 2,143 (2,309) 655 489
Disposal of subsidiaries (note 41) HENBAR (H41) 25,263 (25,263) - - = =
(Credited)/charged to profit or loss (note 9) (&72) /AR (Hz9) - - (82) (3.874) 277 (3.679)
Exchange realignment B A% 4,026 (4,026) (36) 9% (16) 4
At 31 December 2019 R=E-AET=B=1-H - - 2,025 (6,089) 916 (3,148)
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

36. DEFERRED TAX (continued) 36.

As at 31 December 2019, deferred tax liabilities
amounted to approximately HK$2,519,000 (2018:
approximately HK$2,488,000) in respect of the aggregate
amount of temporary differences of approximately
HK$25,190,000 (2018: approximately HK$24,877,000)
associated with the undistributed earnings of certain of
the Group’s subsidiaries have not been recognised. No
deferred tax liabilities have been recognised in respect of
the differences because it is considered that the Group’s
subsidiaries in the PRC will not pay any dividend to their
overseas holding companies in the foreseeable future
and the Group is in a position to control the dividend
policies of these subsidiaries and it is probable that such
differences will not reverse in the foreseeable future.

IEIERIE (2
R-_TE—-—NE+-_A=+—8 ¥k
MALEBE THBAR RS ERFAE
Bl B = R A%E#)25,190,000/8
T(=ZZ—)\F : #924,877,000% )
T RIE LR IE & (& 492,519,000 7T

—ZT—\F : #)2,488,000/8 7T )°
AR EERRELEREABIIHRA
EEMATERZHBARWRERAR
15 3R A2 [A) /F IMERR A B 2 AHE I A%
B BAKEAEFNIZEHRBARZ
BREKE BZSEZERTEgRAA
25 R o

37. SHARE CAPITAL 37. BA
Number
Ordinary shares of HK$0.1 each of shares
'000 HK$°000
BREEIBITZZER ;' &vig 4=
T B FAT
Authorised: EE
At 1 January 2018, R-ZZE-—NF—H—8"
31 December 2018, —E—NFE+=—HA=1+—8"
1 January 2019 and —E-NF-—HA-BK
31 December 2019 —ET-hEFE+_A=+—H 30,000,000 3,000,000
Issued and fully paid: ERITRAR:
At 1 January 2018 R-Z—N\F—H—H 712,674 71,267
Shares issued in consideration for the FEUEEM B A 7 M EITRERD
acquisition of subsidiaries (note (a))  (Hfzt(a)) 127,500 12,750
Issuance of shares pursuant to the RIBEARBFEETRND
subscriptions (note (b)) (Ht3E(b)) 200,000 20,000
At 31 December 2018, N-_ZE—NEFE+=-_A=+—8-
1 January 2019 and —E-NF-—HA—AK
31 December 2019 —E—NEFE+=ZH=1+—H 1,040,174 104,017

Rosan Resources Holdings Limited Annual Report 2019
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

37. SHARE CAPITAL (continued)

Notes:

(a)

Pursuant to the SPA (as defined in note 40) in relation
to the acquisition of the entire equity interest in Goal
Getter, the Company had issued 127,500,000 new
ordinary shares at a market price of HK$0.151 at the
date of issuance for settlement of the consideration. The
fair value of the consideration at the date of acquisition
was approximately to HK$19,253,000, out of which
approximately HK$12,750,000 and HK$6,503,000 were
recorded in share capital and share premium account
respectively. Further details are set out in the note 40.

Pursuant to the two subscription agreements dated 31
October 2017 entered into between 1) the Company
and Retop International Investment Limited, a company
which is wholly owned by Mr. Bao, a substantial
shareholder of the Company during the years and was
appointed as an Executive Director subsequent to 31
December 2019; and 2) the Company and Mr. Li, an
Executive Director and a shareholder of the Company,
respectively (the “Subscription Agreements”), in
which Retop International Investment Limited and Mr.
Li had conditionally agreed to subscribe for and the
Company had conditionally agreed to allot and issue of
an aggregate of 100,000,000 new ordinary shares to
Retop International Investment Limited and an aggregate
of 100,000,000 new ordinary shares to Mr. Li at the
subscription price of HK$0.20 per share respectively. Part
of the proceeds of HK$20,000,000 were received before
31 December 2017 and recognised as other reserves as
at 31 December 2017 (note 38(a)(iii)). The remaining
proceeds of HK$20,000,000 were received on 3 January
2018.

The proceeds of HK$40,000,000 over the nominal value
of HK$20,000,000 was credited to the share premium
account. All of the conditions precedent set out in
the Subscription Agreements had been fulfilled and
the subscriptions were completed on 3 January 2018.
For details, please refer to the announcements of the
Company dated 13 October 2017, 18 October 2017 and 3
January 2018, and the circular of the Company dated 28
November 2017.

37. RZ& (&)

it

(a)

BREBBARBLEEZIRAER
ZEBEBEWm# (ERERWEL0) - &
AR BERETHHZME0.151%
JC 3 17127,500,0000% 37 & /& % -
AUNEERE-RIERHREZ
N F{E#19,253,000/8 7T EH 4
12,750,000 7t ) 76,503,000/ 7T
ARERSERBRAERRG BERE -
#— DB H R 40 o

BIFENEARQ R EBIREERRERR
AR (ABREE (FRAAAREE
BRENR-_ZE—NE+=_A=1+—
HEEZTRATES)2EH
B) i BR2)ARRREETL A (KRAF]
WMITEBRIRE) D RIFT A B H
AB_E—tFt+A=+—HHNMH
REHE ([RBHE])  HABEE
BEARAREBFLEEBH KGR
EREMARREEKERES 5
Ao 2% [z 2174 ££100,000,000 % 7 &
AR TFIRAEBREEERARLE
$#£100,000,0008% 37 & B T F %
4 RIEE A FTIR0.20/TT - HBOFT
1§ X 7820,000,000/ T —ZF —+
F+-_A=+—HAWREITR=-Z
—tE+-_A=t+—BHEREH
&1 (B aE38(a)(iii)) » 8 T AT 13 3K
1820,000,0008 L E R —F — /\F
—A=R%3-

Ffr 15 7K 1840,000,0007% 7T 42 H HE (&
20,000,000% 7t B9 & 9 B 5T AR 7
i (B AR o SR B 5 sk FTE AT A JE IR 1K
HEER RESER-_Z—/\F
—AZHERK -FBEBLEARQA]
BfA-—ZT—+t&+A+=0-=
T—+F+A+NBR=_ZFE—N\F
—AZBHZRAEUARKRAT R A
—T—tF+—A=t+N\BZA
LK o
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

38. DEFICIT IN RESERVES
(a) Group

The

amounts of the Group’'s reserves and the

movements therein for the current and prior years
are presented in the consolidated statement of
changes in equity of the consolidated financial
statements.

(i)

(ii)

(iii)

Share premium

Share premium account of the Group includes
the premium arising from issue of shares of
the Company at a premium.

Capital redemption reserve

Capital redemption reserve arose from
the purchase of the Company's share for
cancellation and represents a transfer from
the Company’s retained profits equivalent to
the nominal value of the shares purchased for
cancellation.

Other reserves
Production maintenance fee and safety fund

Pursuant to regulations in the PRC, certain
subsidiaries of the Group were required to
make a transfer of production maintenance
fee and safety fund to other reserves based on
fixed amounts per tonne of raw coal mined
(net of usage). According to the relevant
regulations, production maintenance fee,
safety fund and other expense of similar
nature are required to be charged to cost
of production and credited to reserve.
Accordingly, the related funds are appropriated
from accumulated losses. The reserve can
be utilised for improvements of safety on
production.

Rosan Resources Holdings Limited Annual Report 2019
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

38. DEFICIT IN RESERVES (continued)

(a) Group (continued)

38. fREE A (&)
(a) &EE(E)
(iii) Bz (&)

(iii) Other reserves (continued)

Fair value reserve (non-recycling)

The Group and its associate designated their
equity securities at FVTOCI (non-recycling), as
the investment is held for strategic purposes.

The fair value reserve (non-recycling) includes
accumulated gains and losses arising on the
revaluation of financial assets at FVTOCI of
the Group and its associate that have been
recognised in OCI. On 30 December 2019, the
Group disposed of certain subsidiaries together
with the interests in associates and these
equity securities at FVTOCI. The balance of fair
value reserve was transferred to accumulated
losses upon the disposal.

Cash advanced for the subscription of
ordinary shares of the Company

Deposit of approximately HK$20,000,000
was received before 31 December 2017 from
Retop International Investment Limited, an
entity indirectly wholly-owned by Mr. Bao,
for the subscription of ordinary shares of
the Company which was completed on 3
January 2018. Substantive conditions including
approval from shareholders of the Company
were satisfied before 31 December 2017 and
hence the amount was recognised in equity
under other reserves as at 31 December 2017.
The deposit was transferred to “share capital”
and “share premium” when the relevant
shares were issued on 3 January 2018 (note
37(b)).

NFEG R (TR 2E)
ANEE R EBE R REE
HRAEHF R AFERTA
Hft 2 mWzm( A &
8) ARZRERFER
HABKRE B &Y o

NP ERBE(TATEE)E
BAKENEBE QAR
NP EFAEMEE RS
ENEEREEMES
MR ERER  %ZFE
MEECREMERS WS
RER - RN hF+=
A=1tH AKECHER
THEBQRERNE 2R
AlzEmkZFRAFE
FEAEAD 2 E s 2 R
&5 - R HER B BHRT
RHERERERAAEIE-

FREEAR N F EEAR - TE T
B

& 4 #920,000,0005% T JY
RZZE—t&+ = A
=1+ —BAIMRBEARRR
LER(N—_ZE—N\EFE—A
= HER) AR E
ERAR(BIEEREZEEZE
BEMNER) WM -EE M
& (B 3B A X A A% R it
HEIERZZE—+F+=A
=+—HAEK - BLiZRK
HRENR-_ZE—tF+=
A=+—HB®HEMEER
M IER o IR BB
MR—_ZE—N\F—H=H
BOTREAIRAN] R
3= f8 J(FIFE37(b))°
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

38. DEFICIT IN RESERVES (continued)

(a) Group (continued)

(iii) Other reserves (continued)

Deemed capital contribution from
shareholders

During the year ended 31 December
2018, loans of aggregated amount of
RMB80,000,000 (equivalent to approximately
HK$99,480,000) were advanced from
the shareholders of the Company. These
shareholders’ loans are unsecured, interest-free
and will be repayable in full within 36 months
since the drawdown date. These shareholders’
loans are discounted as detailed in note 30(b).
The difference between the principal amount
and discounted amount at the drawdown date
was deemed as capital contribution from the
shareholders to the Company and recognised
in other reserves.

During the year ended 31 December 2019,
the Group entered into the share purchase
agreement to dispose of its entire equity
interest in the CIL Group at a consideration
of US$200 (equivalent to approximately
HK$2,000) to Right Success Investments
Limited, a limited liability company
incorporated in the BVI wholly-owned by Mr.
Bao, who is a substantial shareholder of the
Company during the years and was appointed
as an Executive Director subsequent to 31
December 2019. The amount of approximately
HK$184,319,000 was recognised as deemed
capital contribution from the shareholder and
recognised under other reserves (note 41).
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

38. DEFICIT IN RESERVES (continued)

(@) Group (continued)

(iv)

(v)

(vi)

Contributed surplus

Contributed surplus of the Group arose as a
result of (i) the Group reorganisation in 1997
and represents the difference between the
nominal value of the Company’s shares issued
under the reorganisation scheme and the
nominal value of the aggregate share capital
of the subsidiaries then acquired; (ii) the
Group reorganisation in 2007 and represents
the reduction of capital of HK$64,137,000
pursuant to a special resolution passed
on 1 November 2007; and (iii) the Group
reorganisation in 2012 and represents the
reduction of capital of HK$641,407,000
pursuant to a special resolution.

Exchange fluctuation reserve

The exchange fluctuation reserve comprises
all foreign exchange differences arising from
the translation of the financial statements of
foreign operations. The reserve is dealt with
in accordance with the accounting policies set
out in note 3.6.

Capital reserve

The capital reserve arose from the
capitalisation of retained profits of a PRC
subsidiary.

(vii) Statutory reserve fund

In accordance with the relevant PRC
regulations, the Group’s PRC subsidiaries are
required, at the discretion of their directors,
to appropriate a certain percentage of
their profit after tax, if any, to the statutory
reserve fund for the future development and
capital expenditure on staff welfare facilities
purposes.

38. ffREAL (&)
(a) AKE(%E)

(iv)

(v)

(vi)

(vii)

s O
AEB 2 HABBRTIRR

IMR—NNLtFETZE
BlEA - JyEREERTE
AKARZEBEITRMOEE
AT BE M B A A 2 BR AR
REBEZEZRE: (R ZE
TLtFETZAERE
M DERBE-ZEZLHF
+—A—BBRBAZEFRR
5 R I8 4564,137,000
Bt MW ZE——F
ETZAEBER  THER
BERRZRRDRAR
641,407,000/ T °

E 7R E# e
EXRLBFEHEEERRE
BINRIE R AR T E A
R PTA [E HE 5 - sk IR
IRMTEE3 6PTE M R AT BUR
BRI o

B #E
N EPET:ED S LY
BB A 4R B s K B AR
fEmESE -

EENEZ
RIBEBHBIER - AEH
REBEZHBARIBEE
EMBEERBERT - BEB
BEM(MAE) 2E T A
BEREELTEZUER
RERZA  RERRSIA
EE TRAREA -
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

38. DEFICIT IN RESERVES (continued)

38. ftREAL ()

(b) Company (b) AF]
Capital
Share redemption Other Accumulated  Deficit in
premium reserve reserve losses  reserves
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EXER
R RE i HtRE RTERE  REBA
FHL THL THL THL THL
At 1 January 2018 W=F-N\E-A-H 235,334 50 20000 (330333  (74,949)
Loss and total comprehensive FRNEBERZAERAE
loss for the year - - - (26,936) (26,936)
Shares issued in consideration for EUEH B A FIMETHE
the acquisition of subsidiaries {7 (#f3237(a) R40)
(notes 37(a) and 40) 6,503 - - - 6,503
Issuance of shares pursuant REZBESELETRG
to the subscriptions (Hiz#37(b) R 38(a) i)
(notes 37(b) and 38(a)(iii) 20,000 - (20,000) - -
At 31 December 2018 and RZE-N\F
1 January 2019 +TZA=t-Rk
“E-N%¥-f—H 261,837 50 - (357,269) (95,382)
Loss and total comprehensive loss  FREE R 2 EEE LR
for the year = = = (11,397) (11,397)
At 31 December 2019 R=ZB-RET-A=+-0 261837 50 - (368,666  (106,779)
39. NON-CONTROLLING INTERESTS 39. FEZERER

As at 31 December 2018, Jinfeng, a 90% owned
subsidiary of the Company, and Xingan, a 51% owned
subsidiary of the Company, have material non-controlling
interests (“NCI”). On 30 December 2019, NCI of Jinfeng
and its certain subsidiaries have been disposed of. As at
31 December 2019, Xiangyang, a 90% owned subsidiary
of the Company, and Xingan have material NCI. The NCI
of all other subsidiaries that are not 100% owned by the
Group are considered to be immaterial.
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

39. NON-CONTROLLING INTERESTS (continued)

(a) Xiangyang (a)
Summarised financial information in relation to
Xiangyang for the year ended 31 December 2019,
before intra-group eliminations, is presented below:

39. FFERER(#)

@] f5

FERGHEE—_ZE-NF+=A
=t HALEFEZHMBERMR
e ENAEIONGIISEIESRIPE S ul

T

HK$'000
T8 T

As at 31 December 2019 R-E—-h&E+=-A=+—H
NCI percentage EERERB ST 10%
Current assets mENE E 56,337
Non-current assets ERBEE 135,846
Current liabilities mEaE (473,880)
Non-current liabilities EmBaE (57,235)
Net liabilities B &FE (338,932)

Accumulated balance of NCI

For the year ended 31 December 2019

IR 2 R AR

BE-ZE—h&E
+-A=+—-BLEE

(33,893)

Revenue Uz 96,709
Loss for the year FAEE (65,050)
Loss allocated to NCI DELE IR L 2 18 (6,505)
Cash flows from operating activities KEFH I RERE 623
Cash flows from investing activities REFH I RERE (1,355)
Cash flows from financing activities BB R HESRE 1,616
Net cash inflows BERNFE 884

As Xiangyang was one of the subsidiaries of Jinfeng
and its financial information for the year ended 31
December 2018, before intra-group eliminations,
is presented in note 39(c). After the reorganisation
before the disposal of the CIL Group, Xianyang is
no longer a subsidiary of Jinfeng. Therefore, the
financial information of Xiangyang for the year
ended 31 December 2019 is separately disclosed.

mREEASLEZHBRAR RE
REBEE_ZE—N\F+_A=1+—
HIEFEZHBER(EERI
~aE R 25 R MR
39() - REMAZ B EECLEE
2R A TBEASLEZHEAR
Ale At MEBEREE—F—N
F+-A=+—RBIFEZHE
BRI EBE -
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

39. NON-CONTROLLING INTERESTS (continued)
(b) Xingan
Summarised financial information in relation to
Xingan from 3 January 2018 (date of acquisition
of Xingan) to 31 December 2018 and for the year
ended 31 December 2019, before intra-group
eliminations, is presented below:

39. FERER(F)
(b) HZ

EREZE T \F—A=H
(RBEZE)E_E—N\F
+—A=+—HkEBE=_Z—H
F+-_A=+—BUIFEZHE
BR(REBREA ML HAT)
BT -

2019 2018
HKS$'000 HK$'000
—E—-hE —ET-)N\F
FExT THTT
As at 31 December R+t=—H=+—8”
NCI percentage FEREZRA DL 49% 49%
Current assets mENEE 89,242 297,805
Non-current assets EREBEE 243,294 262,871
Current liabilities nEBaE (281,480) (452,287)
Non-current liabilities FERBELE (6,961) (59,417)
Net assets EERE 44,095 48,972
Accumulated balance of NCI JEIE RS 2 BET A 21,607 23,996
For the year/period ended BE+=-—H=+—8H
31 December IHEE HE
Revenue I &5 225,761 198,008
(Loss)/profit for the year/period FRHA (EBB) 5T (4,077) 8,536
(Loss)/profit allocated to NCI DEEIEERERZ
(E518) & (1,998) 4,182
Cash flows from operating KEFH 7R RE
activities (5,086) (78,347)
Cash flows from investing REEB2RENRE
activities (2,861) (17,919)
Cash flows from financing BMEEFCIRESRE
activities (187,429) 275,390
Net cash (outflows)/infows Be (RE) FAARE (195,376) 179,124
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39. NON-CONTROLLING INTERESTS (continued)

(c)

Notes to the Consolidated Financial Statements

For the year ended 31 December 2019 # £ —

Jinfeng and its subsidiaries

Summarised financial information in relation to
Jinfeng and its subsidiaries for the year ended 31

e MR ®RRNE

FNF+AS+—HIFE

39. FIERER(H)
() EEBRHHNEBAF

BE_T—/\F+-_A=1+—H
TEERRSSRENBARZ

December 2018, before intra-group eliminations, is HBER(REERNT R RIREY
presented below: SHAT) BT

HK$'000

T T

As at 31 December 2018 R—ZE—N\F+=-_A=+—H
NCI percentage EERERB ST 10%
Current assets MENE E 992,393
Non-current assets ERBEE 596,199
Current liabilities mEEE (2,337,946)
Non-current liabilities IERBAGE (41,772)
Net liabilities BEFE (791,126)

Accumulated balance of NCI

JEFE A e 2 REH AR (82,839)

For the year ended 31 December 2018 HE_T-N\F+_A=+—H
IEFE

Revenue W zs 751,057
Loss for the year FAEE (132,559)
Loss allocated to NCI DEEEFFERER ZEB (13,117)
Cash flows from operating activities KEFFH I RERE 81,373
Cash flows from investing activities REEFBHZRERE (10,768)
Cash flows from financing activities BEFRHCHRERE (214,899)
Net cash outflows WEm L FERE (144,294)
As at 31 December 2019, there is no NCI of Jinfeng R-_BE—hhF+_A=+—8"

and its subsidiaries, which was disposed of together
with the CIL Group. The financial information of
Jinfeng and its subsidiaries for the year ended 31

December 2019 is not presented.

WS 8 RENERR(EER
CLEBEE) 2 FERER - &
EREMBRARREBE_Z—N
F+ZA=+—BILFEZHK
BRI EZ
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40. ACQUISITION OF SUBSIDIARIES

Pursuant to the sale and purchase agreement (“SPA")
dated 13 October 2017 entered into between the
Company and an independent third party, the Group
acquired all the equity interest in Goal Getter, together
with its subsidiaries (collectively the “Goal Getter
Group”) (the “Acquisition”). The nominal consideration
for the Acquisition of HK$25,500,000 was settled in
form of the allotment and issue of an aggregate of
127,500,000 new ordinary shares of the Company.

The Goal Getter Group is principally engaged in
production and sale of building materials, of which all
of its operations are carried out by Xingan, a subsidiary
which 51% is held by the Goal Getter Group.

The directors of the Company considered that the
Acquisition allows the Group to explore a new income
steam, diversify the Group’s business segments to engage
in the production and sale of building materials and
improve the Group’s revenue and results.

The Acquisition was completed on 3 January 2018.
The fair value of consideration of approximately
HK$19,253,000 for 127,500,000 new ordinary shares
of the Company at the issue date was determined by
reference to the closing market price of the shares of the
Company at HK$0.151 per share at the issue date which
was also the date of completion of the Acquisition on 3
January 2018.
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40. WEEFE A F

BIEAR Téﬁi %3’%*" YE-IVA: D)
—mBAfAE—ZT—t&F+A+=82Z
BEEWZ(E Tﬁ%%b ANEEE UK
BUELSE(EREMNBARSRBEIE
EEE )M IRE(NWEBEE])-
W B8 =18 2 % % X 825,500,000/
JC B UARLEE N 174 ££127,500,000
AR R TR T RNEE -

FEERTENEEMEERBEE
EMAESYHELT(AEEEER
B51 %M 2 BRG] )HET -

ARAREERR WBFEREAUSAE
BEHRERIRHIBALR  EAKERERE
MOEERBEEXRB oML A
MEAREE N R A o

WIHEBER _T— N \F—A=H=E
B e 127,500,0000% 2 2~ &) 3 & i %
RETHHNRERFED
19,253,000/ L2 & AN A 7] iR 15 72 3
THEB(TMAKBEETKAR-F
—\EFE—A=ZH)KMKMESRKR.151
BILEETE °



Notes to the Consolidated Financial Statements

e MR ®RRNE

For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

40. ACQUISITION OF SUBSIDIARIES (continued)

40. WESH B 7 (4)

As at
3 January
2018
HK$'000
R=-ZF-N\F
—BA—H
FET
Assets acquired and liabilities assumed at the RUWHE B FrNBEERAEGE
date of the Acquisition are as follows: OINE
Property, plant and equipment (note 15) M- BB N (KaE15) 207,400
Prepaid land lease payments (note 16) TEf T ERIE (Mat16) 71,530
Inventories 7E 9,682
Accounts and bills receivables and contract RUWERREER G EEFE
assets, net (note (a)) (Krat(@a)) 49,448
Prepayments, deposits and other receivables &I 718 - 124 & H fib f& W 3018
(note (b)) (KtaEb)) 10,041
Cash and cash equivalents RekHFeZFEER 19,586
Accounts and bills payables JE 1~ BR 3k e B R (62,709)
Other payables and accruals HMERNRIBRETER (104,034)
Amount due to a related party FET — 2 A& A T 5RIE (103,070)
Bank and other loans R1T R E M &K (47,060)
Deferred income (note 35) TR A (Hf7£35) (5,164)
Deferred tax liabilities (note 36) BERERIBEE (HaT36) (3,119)
Total identifiable net assets at fair value AR EEFERE BAFE 42,531
Non-controlling interests (note (c)) PR R (Mt () (20,649)
Bargain purchase arising from the Acquisition W EEES ZREBES (M:70W))
(note (d)) (2,629)
19,253

Fair value of consideration shares

Acquisition-related costs (included in
administrative expenses for the year ended
31 December 2018)

Analysis of net cash inflows arising on the
Acquisition:

Consideration paid by cash

less: Cash and cash equivalents acquired

RERD 22V E

HYBEBEEENKA (GFABE
B2 N\FT+ZA=+—BLFE
TR )

REBEEREELNRSREFHE
DT

AR & XA RRI(E

wEERSRERREFEY

19,253

3,112

19,586

19,586
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

40. ACQUISITION OF SUBSIDIARIES (continued)

Notes:

(a)

The gross contractual undiscounted balances amounted
to approximately HK$56,133,000. The fair values of these
accounts and bills receivables and contract assets at the
acquisition date were estimated to be approximately
HK$49,448,000, based on an assessment of the expected
credit risks of the balances. The fair values include
allowance of expected credit loss of approximately
HK$6,685,000, which is estimated based on the
estimated credit risk of the debtors, over the expected
life of the debtors and are adjusted with forward-looking
information that is available without undue cost or effort.

The gross contractual undiscounted balances of deposits
and other receivables amounted to HK$4,581,000. The
fair values of these deposits and other receivables at the
acquisition date were estimated to be HK$4,581,000,
based on an assessment of the expected credit risks of
the balances, which is estimated based on the estimated
credit risk of the debtors, over the expected life of the
debtors and are adjusted forward-looking information that
is available without undue cost or effort.

The non-controlling interests which represent 49% equity
interest in Xingan recognised at the acquisition date were
measured at the non-controlling interests’ proportionate
share of the identifiable net assets of Xingan at the
acquisition date.

The nominal consideration and the nominal issue price
for the Acquisition of HK$0.2 per consideration share
were determined after an arm’s length negotiation made
between the Group and independent third party at the
time when the agreement was entered into. The major
contributing factor to the gain on bargain purchase arising
from the Acquisition was the effect arising from the
nominal issue price determined at premium compare to
the market price at the agreement date and acquisition
date.

The acquired business contributed revenue of
approximately HK$198,008,000 and net profit of
approximately HK$7,829,000 for the period from 3
January 2018 to 31 December 2018. If the acquisition
had occurred on 1 January 2018, there are no material
difference in the consolidated revenue and consolidated
loss of the Group for the year ended 31 December 2018.
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

41. DISPOSAL OF SUBSIDIARIES

On 3 May 2019, the Group entered into the share
purchase agreement (including three supplemental
agreements) to dispose of its entire equity interest in
CIL and its subsidiaries after reorganisation (collectively
known as the CIL Group), with a consideration of
US$200 (equivalent to approximately HK$2,000) to
Right Success Investments Limited, a limited liability
company incorporated in the BVI with its entire issued
share capital owned by Mr. Bao, being the substantial
shareholder of the Company during the year. All the
conditions precedent set out in the share purchase
agreement had been fulfilled and the disposal was
completed on 30 December 2019. For details, please
refer to the announcements of the Company dated 3
May 2019, 27 May 2019, 28 June 2019, 30 July 2019,
5 August 2019, 30 August 2019, 16 September 2019,
30 September 2019, 31 October 2019, 14 November
2019, 25 November 2019, 12 December 2019 and 30
December 2019, and the circular of the Company dated
25 November 2019.

41.

HEME A Al
R-ZBE—NAFRA=ZB A&EEFIMY
BRHE(BE=ZGAETHRE) A
EHRCLEEKBAR(ZEAR)(F
8 RCILE B ) 2 & & A% # TRight
Success Investments Limited(—fEA &
BEZEEAMKYINAERAR  H
2HEBITRABERRARFEANZE
ERRBELEEE ) RER200ET
(FBE R 492,000 7T ) » BE I 177 2 P Sk
B RGHEEN RHESER
—E-NF+-_A=t+BEK-E@
HE BL2HEARARBHAE-_ZT—AN
FRA=ZH —E—AFHEA-_Tt+t
H - —E—NAF~XA-_f+tNH - =&
—NE+tA=+H —Z—hENA
AH - ZE—AFENA=F+H =&
—NWERA+ B -ZZE—HhENIA
=+H-ZE—hhF+A=+—8"
—E-NF+—At+HEBA-ZE—AN
F+—A-+HB ZE-hE+=
A+ZBE=ZFE-NAF+=A=+H
ZREUNRAABHEA-ZT—NF
+—A=-+HBZ@EK-
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41. DISPOSAL OF SUBSIDIARIES (continued)
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41. HEMB LT (&

)

The net carrying amounts of assets/(liabilities) of the CIL REEEZEERKBH  CQILEBEE,
Group as at the completion date of the disposal are as (BB ZEMFENT :
follows:
HK$°000
FERT
Property, plant and equipment (note 15) M - BE K EE (A E15) 154,988
Goodwill (note 18) P (ffaE18) -
Mining rights (note 19) ERuERE(KTaE19) 118,079
Other intangible assets (note 21) HibmEEE(Fat21) -
Interests in associates R &N 2 R a 77,198
Interest in a joint venture R—EEEREER 5,892
Financial assets at FVTOCI (note 45(f)) EAFEFAHGEZERENCREE
(BtaE45(1)) 670
Inventories FE 1,103
Accounts and bills receivables FEU R N R R R 481,222
Prepayments, deposits and other receivables B FRIE - 12 & R E el 0B 367,218
Tax recoverable CIEEEEN 2,475
Pledged and restricted bank deposits B R R I BRI TR K 225,321
Cash and cash equivalents RekRE&FMEEAE 22,541
Accounts and bills payables FER R R RIE (358,522)
Amount due to an associate JE A — Rl & A RIKIE (14,385)
Amounts due to shareholders JE ST AR R K IE (33,887)
Other payables and accruals H At < 5RIE R FEET B A (648,379)
Provision for reclamation obligations (note 32) BAZRE A& (H1:£32) (78,908)
Bank and other loans RITREMEK (521,304)
Deferred tax liabilities (note 36) BB IEBE(HE36) -
Net liabilities disposed of EHEaEFE (198,678)
Non-controlling interests FEIEAR M 2 72,933
Cumulative exchange differences recognised HEOEENBARIZ ABEFHEERAZEA
in respect of the net liabilities of the SHE N =%
disposed subsidiaries (60,483)
Direct expenses in relation to the disposal MEESTHEZEERY 1,911
Consideration offset with amount due to a LAE - R R FRIE R SR (B
shareholder (2)
Deemed capital contribution from a substantial —®&E BRERIETE (Hf:F)
shareholder (note) (184,319)

Net cash outflow arising on disposal
Direct expenses paid
Cash and cash equivalents disposed of

Net cash outflow arising on disposal

Note:

The deemed capital contribution by Mr. Bao was recognised
under “other reserves” in the consolidated statement of
changes in equity for the year ended 31 December 2019.
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42. COMMITMENTS

(a)

(b)

Capital commitment

As at 31 December 2019, the Group had the
following capital commitments:

(a)

+

42, K

AAEE
R-T—hFE+-A=+—8"
REBEATEARS

2019 2018
HK$'000 HK$'000
—s-nE —B-N\%
FET FATT
Capital expenditure contracted but T ET#MERBEEHE AR :
not provided for:
Acquisition of property, plant WHBY % - B K&
and equipment 103 4,091

In addition, registered capital of Tairun is
RMB20,000,000, of which RMB10,300,000
(2018: RMB10,000,000) has been paid-up as at
31 December 2019. The Group committed at 31
December 2019 to further invest in Tairun, an
indirectly owned subsidiary in which the Group has
60% equity interest, amounting to RMB6,000,000
(equivalent to approximately HK$6,712,000)
(2018: RMB6,000,000 (equivalent to approximately
HK$6,831,000)).

Operating lease commitments
The Group as lessee

At 31 December 2018, the Group had minimum
outstanding commitments under non-cancellable
operating leases in respect of land and properties
which fall due as follows:—

(b)

AN REMEME R B AR
20,000,0007° E A A R ¥
10,300,000T( = ZF— )\ 4 : A
K #10,000,0000 ) R=F— A,
F+-_A=+—HE#RE -&&E
ER—_ZFT—NF+-_A=+—H
EHE—PRER NS B R
B0%EMH B ARRE &
%A AR ¥6,000,0007T (FHE R
#16,712,0008 Tt ( =T — N
F : AR¥6,000,0007T (FHER
#76,831,000/%7T) ) °

REHE AR
EEEEDEBA
R_B-N\F+-_A=+—8"
AEERETABEECEHESR
e H TRz KERE
BAEBRIOT ¢ —

2018
HK$'000
—EF-N\F
FAET

—&FRQ

Within one year
In the second to fifth years inclusive

E_EFLF(BEERWE)

1,022
177

1,199
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42. COMMITMENTS (continued)

(b) Operating lease commitments (continued)

The Group as lessee (continued)

The Group leases certain properties under operating
leases. The leases run for an initial period of one to
ten years, without option to renew the lease term at
expiry date. None of the lease includes contingent
rentals.

The Group has initially applied HKFRS 16 using
the modified retrospective approach. Under
this approach, the Group adjusted the opening
balances at 1 January 2019 to recognise lease
liabilities relating to these leases (note 2(b)). From
1 January 2019 onwards, future lease payments are
recognised as lease liabilities in the consolidated
statement of financial position in accordance with
the policies set out in note 3.13, and the details
regarding the Group's future lease payments are
disclosed in note 33.

As at 31 December 2019, total future minimum
lease receivables under non-cancellable operating
leases in respect of certain right-of-use assets (2018:
prepaid land lease payments) and property, plant
and equipment by the Group are as follows:

Notes to the Consolidated Financial Statements
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42, R (&

(b)

REHERRE(E)
FEBERERBAE)
AEEREEEHOBESTY
XM BEMONF /B —=
TE REmB N EEELD-

AEEERBEETEWEER
FERE B H S ERFE 1657 -
REBUTE AEERE-F
—NE—A BB A
EREZSFHERENEERE
(MEE2(0)- B =T —hF—H
— B RRBEENFRIZEM T
3A3FTELZ BRI AR B TSRO
FERSEEAR BEAKHE
R & R 515 70 Mt 5E33
KEE -

RZE—hF+=ZRA=+—8"
REBGgETERAREE(ZS
—N\E:ENTHEAERE) R
Y3 - BB KRR T AR
EHE R R R RIEEE R GRIE
RGN -

2019 2018

HK$'000 HK$'000

—E-AF —T-N\F

FET FHET

Within one year —FR 3,483 3,462
In the second to fifth years inclusive £ _-_ZEFRE(BEEEME) 13,932 13,847
After five years FF& 12,772 16,155
30,187 33,464

The Group leases its properties and aluminum
boundary wall moulds under operating leases. The
lease runs for an initial period from one year to ten
years (2018: ten years), without option to renew the
lease term at expiry date. The lease does not include
contingent rentals.
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

43. RELATED PARTY TRANSACTIONS

In addition to the transactions and balances disclosed
elsewhere in the consolidated financial statements, the
Group had the following material transactions with
related parties during the year:

(a) Compensation of key management

43. BEALTRS
B A B HRELMBHEEY X
S REHBIN R EEREEATRE
NEUTEARS

(a) ETEEBAEZMS

personnel
2019 2018
HK$'000 HK$'000
—E-AF —E—N\&F
FET TFET
Short-term benefits: RHARE R -
Fees, salaries, allowances and e He R MEME
other benefits in kind MRS 4,757 5,567
Post-employment benefits: BERRRA
Retirement benefit RIREFET B
scheme contributions 14 36
4,771 5,603

(b) Financing arrangement

Details of amount advanced from and interest-
free loans advanced from shareholders and family
member of Mr. Bao are disclosed in notes 30 and
31.

Details of guarantees provided by Mr. Zhang and
companies controlled by him, Mr. Bao and his
spouse are disclosed in the note 34.

(c) Disposal of subsidiaries

Details of the disposal of subsidiaries to a company
wholly-owned and controlled by Mr. Bao are
disclosed in the note 41.

(b) MEZHE
MR M B EMRER B IRERN
RIERENB AR R EERFS
M EE30 K31 EE -

RREEREFMZEHNAR 8
RERAEEBRECERFBR
B E 3445 % -

(c) HEMBAR
tEHNBARTFREEZ2EHA
MAEH 2 R a2 78R M54
WEE -
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

44. SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY
The carrying amounts of the Group’s financial assets and

liabilities recognised as at 31 December 2019 and 2018
are categorised as follows. See notes 3.14 and 3.15

44. RERIHs 2 cHMEER SR

SESE

AEBR-_Z-NhEFR_FT-N\F
T-_A=T—HRRZEREEKEAE
EEREENAZE NI ETH R

for explanations about how the category of financial

FHeRTASBNAZERKRTE

instruments affects their subsequent measurement. 2R - B2 BN EE3.14%3.15 ¢
2019 2018
HKS$'000 HK$'000
—E-hEF —E-N\F
FH T F&T
Financial assets cTRMEE
Financial assets at FVTOCI BEAFEFAEMEEKEN S
BEE - 682
Financial assets at amortised cost BEEN AT ECEREE
— Accounts and bills receivables — YRR EEBRENEE
and contract assets 96,249 454,569
— Deposits and other receivables — e M EMERFIE 15,779 14,373
— Pledged and restricted —BERRZRHIFRITFR
bank deposits - 656,651
— Cash and cash equivalents —“HekBEeSEEE 15,904 35,789
127,932 1,162,064
Financial liabilities 8=k
Financial liabilities at amortised cost IR K AT E SR EE
— Accounts and bills payables —ERERRER 32,456 658,132
— Amount due to an associate — FE — A & 2 Al IR - 14,640
— Amounts due to and loans — ERIRRFIENRRERRE
from shareholders = 58,572 63,626
— Other payables, accruals —Hip R FIE - BET B AKX
and deposit received 2R E 334,934 527,906
— Lease liabilities —HEAaE 665 -
— Bank and other loans —RITREMER 147,014 840,564
573,641 2,104,868

Rosan Resources Holdings Limited Annual Report 2019
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

45. FINANCIAL RISK MANAGEMENT AND FAIR

VALUES OF FINANCIAL INSTRUMENTS

The Group is exposed to a variety of financial risks which
results from both its operating and investing activities.
The Group does not have written risk management
policies and guidelines. However, the directors of the
Company meet periodically to analyse and formulate
strategies to manage the Group’s exposure to market
risks, including changes in interest rates and currency
exchange rates. Generally, the Group introduces
conservative strategies on its risk management. The
Group’s exposure to market risk is kept to minimum. The
Group has not used any derivatives or other instruments
for hedging purposes. The Group does not issue
derivative financial instruments for trading purposes.

(@) Credit risk and impairment assessment
Risk management

Credit risk refers to the risk that the counterparty
to a financial instrument would fail to discharge
its obligation under the terms of the financial
instrument and cause a financial loss to the Group.
The Group's exposure to credit risk mainly arises
from granting credit to customers in the ordinary
course of its operations and its investing activities.
The carrying amounts of the financial assets
represent the maximum exposure to credit risk.

Carrying amounts of the financial assets presented
in consolidated statement of financial position
are net of impairment losses, if any. The Group
minimises its exposure to the credit risk by
rigorously selecting the counterparties, performing
ongoing credit evaluation on the financial
conditions of its debtors and tightly monitoring the
ageing of the receivables. Follow-up actions are
taken in case of overdue balances.

The credit risk on pledged and restricted bank
deposits and cash and cash equivalents is also
limited because the Group's pledged and restricted
bank deposits and cash and cash equivalents are all
deposited with major banks located in Hong Kong
and the PRC.

5. HBEBEEREMIAZA

8
AEBZEBRIEFBEE ZEMN
KRR AEEVEEEZEREIE
B RIESl A RARESET
HRTEE DWW ERHIFTHRERLE R
AEEMEY 2 MHEREE  BEFX
BEREREEH  —RME A5E
HERREEHITRTRE -AEE
Fr T ¥ 2 T 3% R B 435 BB K - 3
EEREMAITESEM T EUES
oo REBWEBITITESR T AN
EEE -

(a) ERAREMREREE

B EE
EERBRESRTIAZRSHTAR
EREMTAEZGRETER
£ Y EHAKERSHBER
ZER AEEZEERBRETE
KERE-—REGBREIEERE
BRBTPRTEFZEE -2RE
ENRASEAEERBRNZA
B o

2IREETBARRKRZERE
EZREESMERRERSE(N
Bl RTRAREHREEE
Rk AEBEBREHKER ST
HBHEBAZH BT ELETE
BiHh  BRETRERRZKR
e ~ I BRERBRAE 5 e W [ B A R
TRERER °

B R R M IRITF R MR
eRBEeFEEBZEERRE
R REASAEE 2 EH R
XERFOBRITFRLIRE MEE
FEEBEEH2HEFHINEERT
Bz ERR1T
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45. FINANCIAL RISK MANAGEMENT AND FAIR

VALUES OF FINANCIAL INSTRUMENTS

(continued)

(@) Credit risk and impairment assessment

(continued)
Risk management (continued)

The credit policies have been followed by the Group
since prior years and are considered to have been
effective in limiting the Group’s exposure to credit
risk to a desirable level.

The Group's exposure to credit risk is influenced
mainly by the individual characteristics of each
customer. At the end of the reporting period, the
Group has a certain concentration of credit risk
as 21.1% (2018: 20.7%) of the Group's accounts
receivable was due from a major customer of the
Group.

The Group does not hold any collaterals or other
credit enhancements over accounts and bills
receivables, contract assets and deposits and other
receivables.

The Group does not provide any financial guarantee
at the end of the reporting period which would
expose the Group to credit risk.

Impairment of financial assets

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

- accounts and bills receivables and contract
assets arising from contracts with customers;
and

- deposits and other receivables.

While pledged and restricted bank deposits and
cash and cash equivalents are also subject to the
impairment requirements of HKFRS 9, the identified
impairment loss was immaterial.

Rosan Resources Holdings Limited Annual Report 2019
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BBEREERERIAEZA
E (&)

(a)

15 FA J Bex BRI (B 5T (78)

EREE (&)
AEEEEBATFERRMNEE
BE MAEBERBEERR—
BEBEMBEAEE 2 EE R R H
FIREKF o

AEEZ FERREEZEREAR
EZERIB R E - RiREH
R AEEEAETEERRSET
Z2IER BERALXEE —ZEE
BRHERERZ211%(=ZF
—\%F :20.7%)°

AEBEY B ERRRERE -
BHEERZS M EAMERKIA
FATARAREBEEE RS
I

R R - AR B R
2 A8 B A (E B RR 0 15
iR o

THEERE
AEEREEMBAXAHREREER
BATENTREE

- HEFPANELNRUIE
RMBELREHNEE &

- BHERHEMERFOR-

O EIF R Z BB RITIER R
RekReFERBTNEETE
BB RELERFSRARER
K BZRREBELTEK -
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

45. FINANCIAL RISK MANAGEMENT AND FAIR 45. BiEERETERSBMITAS D
VALUES OF FINANCIAL INSTRUMENTS FE (&)

(continued)

(@) Credit risk and impairment assessment

(a) fERRBREBERM (&)

(continued)
Impairment of financial assets (continued)
Accounts and bills receivables and contract assets

The Group applies HKFRS 9 and measures expected
credit losses based on a lifetime expected loss
allowance for all accounts and bills receivables and
contract assets.

To measure the expected credit losses, accounts
and bills receivables and contract assets have been
grouped based on shared credit risk characteristics
and the days past due. The contract assets relate
to balance under the retention period and have
substantially the same risk characteristics as the
accounts receivable for the same types of contracts.
The Group has therefore concluded that the
expected loss rates for accounts receivable are a
reasonable approximation of the loss rates for the
contract assets.

The estimated ECL loss rates are estimated based
on the Group’s estimates of the market borrowing
rates for each of the groupings, less risk-free rate,
which reflect the credit risk of the debtors, over
the expected life of the debtors and are adjusted
forward-looking information that is available
without undue cost or effort. The grouping is
regularly reviewed by management to ensure
relevant information about specific debtors is
updated. The Group has identified the default risk
forecast for energy industry in the PRC to be the
most relevant factors, and accordingly adjusts the
historical loss rates based on expected changes in
these factors.

THEERE (F)
EWERAREREREKEE

AEEEAEBUHREERE
9% - WL AT A MR R R IE
MEHNEBEREBEEMBHEER
wETERBEEREE-

ST ERHEEEE  BRER
REBREHNEEESREBRAZE
SERBRFHEEBHRBETD
HoBMEERREHRNNERE
B Y HEBRBNAONE
U Bk 5k BB R B [R] B9 L B
Bo-RAl AEBNERS &
WEFRHNBHEEX A NEE
EEENAEELE -

AEEREEFEXTIREAS
EEBEHANAERFHARE S
AR TISEEN RGE BER
BHE(RREBANEERRE)
&ﬁﬁ$§ﬁ$ﬁ%ﬁ%%ﬁﬁ

EREEER 2 E5t-EEE
XEHﬂ%E%§ D ATERE A
BEBBANBBEER - AKH
ER R EEERTTRNENRRTA
ARETE ARAAREREE WEIAR
BRERZNBHEEARESL
BEE-
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

45. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(@) Credit risk and impairment assessment
(continued)
Impairment of financial assets (continued)
Accounts and bills receivables and contract assets
(continued)

On that basis, the loss allowance as at 31 December
2018 and 2019 was determined as follows for
accounts and bills receivables:

45,

BEEREEREMTAZD
FHE (&)

(a) fERRBREBERM (&)

cHEERME (&Z)
JERBERRBZREEHEE
(%)

BEEE RZT-N\FER=_F
—NE+-_A=1+—H8 BmEK
ERREBRETZEBREEBN
B

Gross Net
Expected carrying Loss carrying
loss rate amount allowance amount
HK$'000 HK$'000 HK$'000
BFHEBBEE IREAE EERE REFHE
FAT FAT THT
Ageing based on the ENZEZEHHRE
invoice date
As at 31 December 2019 R=ZT—hF
+=ZB=+—H

0 - 90 days 0%90H 2% 62,773 (972) 61,801
91 - 80 days 91£180H 2% 23,090 (489) 22,601
181 — 365 days 1812365H 8% 11,879 (891) 10,988
Over 365 days #8365 H 100% 28,586 (28,586) -
126,328 (30,938) 95,390

As at 31 December 2018 R=Z— \F

+=—BA=+—H

0 - 90 days 0%90H 2% 213,353 (4,127) 209,226
91 - 80 days 91%180H 2% 224,489 (5,388) 219,101
181 - 365 days 181£365H 8% 26,304 (1,982) 24,322
Over 365 days HBi@365H 100% 49,816 (49,816) -
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

45. FINANCIAL RISK MANAGEMENT AND FAIR 45,

VALUES OF FINANCIAL INSTRUMENTS

(continued)

(@) Credit risk and impairment assessment
(continued)
Impairment of financial assets (continued)

Accounts and bills receivables and contract assets
(continued)

On that basis, the loss allowance as at 31 December
2018 and 2019 was determined as follows for

PEEREEREMTAZD
PR (&)

(a) fERRBREBERM (&)

EREERME (&)
EUREFRBBELENEE
(%)

BEBEZEE RZT-N\FK=
E-NF+ZA=Z+—BRED

contract assets: BEET EBERENAT
Gross Net
Expected carrying Loss carrying
loss rate amount allowance amount
HK$'000 HK$'000 HK$'000
RHEBEE IREAH EBERE REFE
FAT FAT FHET
Ageing based on the ERBEZAHZRE
invoice date
As at 31 December 2019 R=B—h&F
+=-A=+—AH
0 - 90 days 0£90H 1% 325 (4) 321
91 - 80 days 912 180H 5% 302 (16) 286
181 — 365 days 1812365H 9% 277 (25) 252
Over 365 days 365 H 100% 1,363 (1,363) -
2,267 (1,408) 859
As at 31 December 2018 R=F— N\
+=ZBA=+—H
0 - 90 days 0£90H 1% 203 (3) 200
91 - 80 days 912 180H 2% 428 9) 419
181 - 365 days 181%2365H 5% 1,375 (74) 1,301
Over 365 days #8365 H 100% 365 (365) -
2,371 (451) 1,920
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

45. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(@) Credit risk and impairment assessment
(continued)
Impairment of financial assets (continued)

Accounts and bills receivables and contract assets
(continued)

The movements of loss allowances for accounts and
bills receivables and contract assets are as follows:

BREREEREMTAZA

PR (&)

(a) fERRBREBERM (&)

THEERE (F)
EWRAREREREKEE
(%)

YRR NEZBNANEEZE
BEEESEIMT

Accounts
and bills Contract
receivables assets
HK$'000 HK$'000
BYWERRREE EHEE
FHET FA&T
At 1 January 2018 R=ZE—N\F—H—H 47,942 -
Additions through acquisition FERKEHBAR
of subsidiaries 6,685 -
Increase in loss allowance FARERER 2 BEEEL
recognised in profit or loss n
during the year 9,156 470
Exchange realignment BEE H 2 X (2,470) (19)
At 31 December 2018 and R-ZE— )\E—i— A=+—H
1 January 2019 —ZT—N&F—HA—H 61,313 451
Increase in loss allowance FRNRBRERZEERE
recognised in profit or loss 10
during the year 16,173 978
Disposal of subsidiaries & BT A A (45,456) -
Exchange realignment P 5 AR (1,092) (21)
At 31 December 2019 R=ZB-hF+=HA=+—H 30,938 1,408

On 30 December 2019, the Group disposed of
certain subsidiaries together with loss allowances
for accounts and bills receivables of approximately
HK$45,456,000 (2018: Nil) contributed to the
decrease in loss allowances for accounts and bills
receivables during the year ended 31 December
2019.
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

45. FINANCIAL RISK MANAGEMENT AND FAIR 45. BiEERETERSBMITAS D
VALUES OF FINANCIAL INSTRUMENTS FE (&)

(continued)

(@) Credit risk and impairment assessment

(a) fERRBREBERM (&)

(continued)
Impairment of financial assets (continued)

Accounts and bills receivables and contract assets
(continued)

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

Impairment losses on accounts and bills receivables
and contract assets are included in net impairment
loss on financial and contract assets under the
consolidated income statement. Subsequent
recoveries of amounts previously written off are
credited against the same line item.

Other financial assets at amortised cost

ECL for other financial assets at amortised cost,
including deposits and other receivables, are
assessed on 12m ECL basis as there had been
no significant increase in credit risk since initial
recognition.

To measure the expected credit losses, deposits
and other receivables have been grouped based
on shared credit risk characteristics. The estimated
ECL loss rates are estimated based on the Group’s
estimates of the market borrowing rates for each of
the groupings, less risk-free rate plus certain credit
risk premium, which reflect the credit risk of the
debtors, over the expected life of the debtors within
1 year and are adjusted forward-looking information
that is available without undue cost or effort.

EREERME (&)
EUREFRBBELENEE
(%)
REVERALRBEARGHNEE
I & A 3 B9 W (O] TR AR - T AR
HeWEAENKEARETE
E(ERERE)EBARGEERNE
BRIE A8 A RRBER A
His —FHHRRE AR

FEW AR TR B R B e & OB EEIR
BEERFAGEREROT RN
BRHEEREBRFRE - REK
HiH 2 FORERIE - 5T AR
BEYER

i 1% 5 35 K K S| R 2 2
REHRAGTENEMSREE
(B R EAM BRI TR
HiEEEBERNZAAEREE
BRETHE ARE BRMER
PAZRAZ & [ 3 S FR E A0

RETERHBGEEEE CREHR
ZEERRBEMES MEME
WHRIEET Ml - et TRBEES
BEESREASBEEBHEAN
—FRHFEHARZTDANTIS
fE B A ET 5 B A 2
ETEERRGE(RRERA

E’JFE\J—WM)&E/AT\%‘EX$&
BHFESERAEMEEERNZ
flate
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For the year ended 31 December 2019 HZE_—T—hNF+-_A=+—HIFE

45. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(a)

(b)

Credit risk and impairment assessment
(continued)

Impairment of financial assets (continued)
Other financial assets at amortised cost
(continued)

The loss allowance for other financial assets at

amortised cost as at 31 December 2018 and 2019
as follows:

45. BIERERESERSBRTAES A

FE (&)
(a) fERRBREBERM (&)

THEERE (F)

R b e B P A DI BR 2 %
BRE (&)
RZF-\FR-F—NF+=
A=+—HB REHEKAIIRZ
Hfth o 58 B 2 IR RS 20
I

Deposits and

other
receivables
HK$'000
RER
HinfER
MIE
FAET
At 1 January 2018 RZZ2—-N\F—H—H 79,094
Written off =] (73,263)
Exchange realignment ME 5, A B (302)
At 31 December 2018 and 1 January 2019 R=-Z—N\F+_A=+—HK
—FT-NE—H—H 5,529
Increase in loss allowance recognised in FARIBERIER 2 E R &L M
profit or loss during the year 1,439
Disposal of subsidiaries L E T B A A (5,436)
Exchange realignment PE 5 AR (112)
At 31 December 2019 R=B-HAF+=A=+—8 1,420

Interest rate risk

Interest rate risk relates to the risk that the fair value
or cash flows of a financial instrument will fluctuate
because of changes in market interest rates.
Financial instruments bearing variable rates and
fixed rates expose the Group to cash flow interest
rate risk and fair value interest rate risk respectively.

The interest rates and terms of repayment of the
Group’s bank and other loans are disclosed in note
34. The Group's exposures to fair value interest rate
risk and cash flow interest rate risk on financial
liabilities are minimal. The directors of the Company
consider the Group's exposures to cash flow interest
rate risk on bank and other loans and bank balances
as follows:

Rosan Resources Holdings Limited Annual Report 2019
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

45. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(b)

Interest rate risk (continued)

Sensitivity analysis

The following table illustrates the sensitivity of the
Group’s loss after income tax and accumulated
losses to a possible change in interest rates of
+/-0.5% (2018: +/-0.5%), with effect from the
beginning of the year. The calculations are based on
the Group’s bank and other loans less bank balances
held at the reporting date. All other variables are
held constant.

. BREREEREMIAZA

PR (&)

(b) FI=mEER (4=

HRE S

NERE B FE - AEB R
BRREE LR ERL A X A]
BE I IR+/-05% (=T — \F:
+/-0.5% ) B8 2 BUKZ - L TH1R
BASERNHE RS ZR1T
KEAEFORRIT AR E < F7
BEM AR Z RGN

Increase/
(decrease)

in loss after
income tax
and
accumulated
losses
HK$'000

HIBR T8 B
RZ2ER
#wigm, CR)
FAET

31 December 2019
+0.5%
-0.5%

+0.5%
-0.5%

31 December 2018
+0.5%
-0.5%

+0.5%
-0.5%

The assumed changes in interest rates are
considered to be reasonably possible based on
observation of current market conditions and
represents the management’s assessment of a
reasonably possible change in interest rate over the
period until the next annual reporting date.

The sensitivity analysis included in the consolidated
financial statements of the year ended 31 December
2018 has been prepared on the same basis.

The Group manages interest rate risk by monitoring
its interest rate profile regularly. The Group adopts
a policy of ensuring that most of its borrowings are
on a fixed rate basis. The policies to manage interest
rate risk have been followed by the Group since
prior years and are considered to be effective.

—ZE-hE+=-A=+-—H

109
(109)

—E-)\F+A=t+—H

1,066
(1,066)

R F BB DB R R
BB R R B A KM A B R 2
B rATERHBRE T —EFER
£ BB MAIE 2 A BT 22
SFfh o

BE_Z—N\E+-_A=+—HIt#F
B 2R e WMk e 2 BURE AT
DEREREERR -

AEEEEERERNEBASEER
AR E R o AN ERQ—IBHBR 8
RESHEFTIGEREEMRELE-
IEN X AR ERREKE L FERH
AEELGR BRB/ITZIER
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45. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(c)

(d)

Foreign currency risk

The sales and purchases of the Group are
predominantly in RMB which is the functional
currency of the related group entities. The directors
of the Company therefore are of the opinion that
the Group’s sensitivity to the changes in foreign
currencies are low and the Group and Company do
not hedge their foreign currency risk.

Liquidity risk

Liquidity risk relates to the risk that the Group will
not be able to meet its obligations associated with
its financial liabilities that are settled by delivering
cash or another financial asset. The Group is
exposed to liquidity risk in respect of settlement of
its financial obligations, and also in respect of its
cash flow management.

The Group’s objective is to ensure adequate funds
to meet commitments associated with its financial
liabilities. Cash flows are closely monitored on
an ongoing basis. The Group will raise funds
from the realisation of its assets if required. As at
31 December 2019, the Group had net current
liabilities of approximately HK$412,721,000 (2018:
approximately HK$888,441,000) and a capital
deficiency of approximately HK$83,570,000 (2018:
approximately HK$163,467,000). The liquidity of
the Group is primarily dependent on its ability to
maintain adequate cash inflows from operations
and from the measures adopted by the directors
of the Company as detailed in note 3.1 to meet its
debt obligations.

The liquidity policies have been followed by the
Group since prior years and are considered as
effective in managing liquidity risks.
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

45. FINANCIAL RISK MANAGEMENT AND FAIR 45. BiEERETERSBMITAS D

VALUES OF FINANCIAL INSTRUMENTS F{E (&)

(continued)

(d) Liquidity risk (continued) (d) REBESREE(E
The table below summarises the maturity profile of TERUEHARITEANE %/’ﬁﬁ%}_
the Group’s financial liabilities based on contractual rEEERBEZ IS

undiscounted payments:

Within 6 Over Over
months 1year 2 years Total
oron 6-12  butwithin  but within Over undiscounted Carrying
demand months 2 years 5 years 5 years amount Discount amount
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000
AMERRE AE BE-F BBWE RER
REX T=fiA BRER BEER BATE Ex i3) R

TAT TR TR TAT TR TR TR TAT

At 31 December 2019 RZB-h%

+:ﬁ£+—ﬁ
Accounts and bills payables RREER 32,456 - - - - 32,456 - 32,456
Amounts due to and loans ﬂﬁﬁ FERRERR
from shareholders - 1,337 - 61,524 - - 62,861 (4,289) 58,572
Other payables, accruals and — E-ftE (5008 - s BR R
deposit received BltEe 332,635 - - - 4,474 337,109 (2,175) 334,934
Lease liabilities HEAE 400 234 3 B - 680 (15) 665
Bank and other loans BIREMER 50,459 101,942 - - - 152,401 (5,387) 147,014
417,287 102,176 61,547 3 4,474 585,507 (11,866) 573,641
At 31 December 2018 R=B-NE+Zh
=t-8
Accounts and bills payables  ERERHREE 658,132 - - - - 658,132 - 658,132
Amount due to an associate  JEN—REEL N 1B 14,640 - - - - 14,640 - 14,640
Amounts due to and loans B { iR R 7008 K MR R
from shareholders % 9,135 - - 65,140 - 74,275 (10,649) 63,626
Other payables, accruals and ~ E-fEFTFE B BR R
deposit received Blige 525,741 - - - 4,554 530,295 (2,389) 527,906
Bank and other loans BIREMER 771958 3,000 93,579 = - 868537 (27.973) 840,564
1,979,606 3,000 93,579 65,140 4554 2145879 (41,011 2,104,868
(e) Business risk (e) XK
The Group’s principal activities include production AEBZEEXZBRNPHLEE
and sales of coal and trading of purchased coal in NMIHERRAR R EBAKKE
the PRC. The Group’s financial performance are G REBZE ﬁ%%igrvik%{ﬁ“
influenced by the changes in prices of coal, as well @J&$%@Eﬁi¢' BHEHAEEER
as by the Group’s ability to maintain or renew all RSB EERF .E%&
requisite certificates, permits and business licences ﬁﬁ’%k%mﬁﬂﬁﬁ WATBEE &
from relevant regulatory authorities in the PRC BREEHRZEENITE -

which is required for the Group to operate in
production and sales of coal in the PRC.
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45. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(f)

Fair values of financial instruments

The following table presents the carrying value
of the Group’s financial instruments easured
at fair value across the three levels of the fair
value hierarchy defined in HKFRS 13 Fair Value
Measurement with fair value of each financial
instrument categorised in its entirety based on
the lowest level of input that is significant to that
fair value measurement. The levels are defined as
follows:
Level 1: fair values measured using quoted prices
(unadjusted) in active markets for identical
1 financial instruments.

Level 2: fair values measured using Level 2 inputs
i.e. observable inputs which fail to
meet Level 1, and not using significant
unobservable inputs. Unobservable inputs
are inputs for which market data are not
available.

Level 3: fair values measured using significant
unobservable input.

As at 31 December 2018, financial assets at FVTOCI
is measured at fair value and is classified as a
Level 3 fair value measurement. The fair values of
unlisted equity investments have been estimated
using market approach based on market price
to net assets ratio and adjusted for the lack of
marketability, which are the significant unobservable
inputs. The market price to net assets ratio and the
discount for lack of marketability applied to this
valuation technique are 2.19 and 15.9%.

The valuation requires the directors of the
Company to make estimates about the market
price to net assets ratio and the discount for lack
of marketability. The directors of the Company
believe that the estimated fair values resulting from
the valuation technique, which are recorded in
the consolidated statement of financial position,
and the related changes in fair values, which are
recorded in OCI, are reasonable.
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For the year ended 31 December 2019 HZE_—FT—hNF+-_A=+—HIFE

45. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(f)

Fair values of financial instruments
(continued)

Should the market price to net assets ratio increase
or decrease by 5%, the fair value of the financial
assets at FVTOCI would be increased or decreased
by approximately HK$47,000. Should the discount
for lack of marketability increase or decrease by
1%, the fair value of the financial assets at FVTOCI
would be decreased or increased by approximately
HK$9,000.

The movements during the year in the balance of
level 3 fair value measurement is as follows:

. BREREEREMIAZA

EE (&)
f) EMIBEZAFE(E)

i T 35 {8 1% BT & 2=t 3R 48 sk
A5 % Bl A FEFFAEM
FHREHNESREELFERKEL
DNER A #947,00058 7T © MR =
™™ 3% 7t B M B 37 5 32 hn 2o 4
1% AR AFEEFAEMEE
W emEEQFESRIHK
#HN%79,00078 7T °

BIFM AT EFELEHBZEANE
AR :

Financial

assets at

FVTOCI

HK$'000

BRAVE

AT AEA

ZHKEZ

SREE

FAT

At 1 January 2018 RZZE—-N\F—H—H 710
Total gain recognised in OCl as change in ~ REMEEWHRER AT AGZEEE
the fair value of equity investments at WamKk 2R AFEGFAREMEAERK
FVTOC!I included in consolidated AZEEIRERNTEETH 2 RSB

statement of comprehensive income L] 8

Exchange realignment HE 5, A R (36)
At 31 December 2018 and 1 January 2019 R-Z—N\F+_A=1+—"HE=Z

—NE—A—H 682

Disposal of subsidiaries (note 41) HEWBAR (K E41) (670)

Exchange realignment b 3, SRR (12)

At 31 December 2019

During the year, there were no transfers of fair
value measurements between Level 1 and Level
2 and no transfers into or out of Level 3 for both
financial assets and financial liabilities (2018: Nil).
The Group’s policy is to recognise transfers between
levels of fair value hierarchy as at the end of the
reporting period in which they occur.

R-FE-AF+=-A=+—H —

FR F-EBREF —EBRZELE
BEATEFE BeMEELRSR
BEORBASELFE-ER(=F
—N\F B ARENBRRASEAR
FHERBRENREHREZLNES -

BEERERBRAT 2019FFHK
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45. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(f)

46.

Fair values of financial instruments
(continued)

Financial instruments not measured at fair
value

Financial instruments not measured at fair value
include accounts and bills receivables, contract
assets, deposits and other receivables, pledged and
restricted bank deposits, cash and cash equivalents,
accounts and bills payables, other payables and
accruals, deposit received, amounts due to and
loans from shareholders, amount due to an
associate, lease liabilities and bank and other loans.

As at 31 December 2019, all financial instruments
measured at amortised costs are carried at amounts
not materially different from their fair values, except
the amounts due to and loans from shareholders
amounting to approximately HK$58,572,000 (2018:
approximately HK$63,626,000). In the opinion of
the directors of the Company, the fair value of the
balance has not been determined as the timing
of the expected cash flows of these balances
cannot be reasonably determined because of the
relationship.

CAPITAL MANAGEMENT

The Group’s primary objectives managing capital
are to safeguard the Group’s ability to continue
as a going concern, so that it can continue to
provide returns for shareholders and benefits for
other stakeholders, by pricing products and services
commensurately with the level of risk by securing
access to finance at a reasonable cost. the Group’s
overall strategy remains unchanged from that of
prior year.

The capital structure of the Group consists of net
debt, which included outstanding borrowings of
approximately HK$248,980,000 as disclosed in note
3.1, net of cash and cash equivalents and equity
attributable to equity shareholders of the Company,
comprising share capital and deficit in reserves, as
disclosed in notes 28(b), 37 and 38, respectively.

Rosan Resources Holdings Limited Annual Report 2019

45,

46.

BBEREERERIAEZA
E (&)

f) EMIBEZAFE(E)
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WIHRAFEAEZEHTAER
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REIMRITER HeMREF
By BAEIARRRE HidE
NRANEFER DhIZE &
MERRFERRERRER &
N—HEERRHIEA HEAR
FERITME M E K

RZBE—hF+_A=+—8"
REHEKAGTENFAESRITA
REENFEITESAZENG
BEIER - EFET IR R RIB R R B
% 3R B 3 #) A&58,572,0005% JT
(ZZ—)\F : #963,626,0007%
TO)BRIN RRBIEERE XH
BREE BELALBETZEES
WIEHAIR & e - ALt R RE
TEEBRHNTFE-

EXREHE

AEEEREANEEREEREN
SEFBEREENRE) SAEETE
18£8 R e 7K ST AR B 2 m e AR E (B
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AEEBZEAEBHERFR(BE
M ESIEEMNREER XY
248,980,000 L) KA € RIF S
CEBEEHEAQNABREEGEZ(R
¥E M9 5528(b) ~ 37 %38% Bl i 5= A9 A%
KAL) 48R
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For the year ended 31 December 2019 # £ —

CAPITAL MANAGEMENT (continued)

The Group actively and reviews and manages its capital
structure to maintain a balance between the higher
shareholder returns that might be possible with higher
levels of borrowings and the advantages and security
afforded by a sound capital position, and makes
adjustments to the capital structure in light of changes in
economic conditions.

EVENT AFTER THE REPORTING PERIOD

The outbreak of the novel coronavirus
("COVID-19")

Since January 2020, the outbreak of COVID-19 in the
PRC and the subsequent related-quarantine measures
imposed by the government of the PRC have had a
negative impact not only on most industries but also
on the operations of the Group, as the Group’s core
operations and all the customers are situated in the PRC.
The Group has delayed its production and manufacturing
activities due to the mandatory quarantine measures
imposed by the government in an effort to control
the spread of the epidemic. Up to the date of issue of
these consolidated financial statements, the Group has
gradually resumed the production and operation under
the progressive relaxing of government restrictions.
The temporary shutting down of the Group’s coal mine
and building materials production plant would have
significant influence to revenue and result of the Group
in the first half of the year ending 31 December 2020.

COMPARATIVE AMOUNTS

Repayment to cash advance provided by certain parties,
net, which were previously included in “increase in other
payables and accruals” under cash flows from operating
activities, were represented as single line item under
cash flows from financing activities in the consolidated
statement of cash flows during the year ended 31
December 2018, in order to conform with the current
year's presentation and disclosures.

46.

47.

48.

e MR ®RRNE

FNF+AS+—HIFE

EXEE @)
AEBEE GRS REEEARRE LA
HBEREFKFARERNE SR
REHERRR AN ATIRHNES
KR Z2 2 RH)FE WRELERR
MY BN E NS

BREHREBE
HAEBRBERE ([ COVID-19])

HRAEBNZOEBEERF,Y
URFE AT _TF— AR
th B 1R 2 A COVID-19 R H 14 1 BB T
FERRIREE N EEAZHEEE
RKEEFE THASEB ZEEEK
EETE - AEEERKRFTALZFIZ
15 38 45 1 BRER A o I 1 B B FE M 16 1B
HAEMNGE RS HEEXSHRAH
MR EM B B BEE BT R & K
B ALKEEBRLMELEERKE-
AEBERBREMEERENE R
FEEAEERBE—_T-_ZTF+=
A=+t ALFE ¥ F2RERE
zgg_ﬁiﬁﬂxg °

b I3t
BRI AEEED 2 RS REBR
TTEAREN B R RARM] 2

ETATREZRSBFFENRES

—N\NE+-—A=+—HIEFEZ
,vT\/\fEim%iEWZ%ﬂﬁiﬁiﬂzfﬁ/i\
MEBE NAEEBIER  NEAFE
2 25| M FEARR o
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49. COMPANY-LEVEL STATEMENT OF
FINANCIAL POSITION

Information about the statement of financial position

49. D BRI AR K

BRAARRBNHREHRMBAIRRD

of the Company at the end of the reporting period is as BRI
follows:
2019 2018
Note HK$'000 HK$'000
Kt it —E-hEF —E-N\F
FHExT FATT
ASSETS AND LIABILITIES EEREE
Non-current asset ERBEE
Investments in subsidiaries BB AR Z2&%E 19,253 19,253
Current assets REEE
Prepayments T FRIE 19 334
Cash and cash equivalents HeNBESEEHEE 722 439
741 773
Current liabilities REBEE
Other payables H At fE I8 20,856 11,391
Amount due to a subsidiary e — M B A RIFRIE 1,900 -
22,756 11,391
Net current liabilities REBEEEE (22,015) (10,618)
Net (liabilities)/assets (BfE) EETFE (2,762) 8,635
EQUITY IR
Share capital & As 104,017 104,017
Deficit in reserves B AL 38(b) (106,779) (95,382)
(Capital deficiency)/total (EXEH)  EREE
equity (2,762) 8,635

eEEeN-—E-_TERA+=A#

Approved and authorised for issue by the Board of =
EREERE WHATALTRERE

Directors on 13 May 2020 and are signed on its behalf

by: ES-§
Bao Hongkai Dong Cunling
Bt BERFR
Director Director
EF EF

220  Rosan Resources Holdings Limited Annual Report 2019



AEER
R R H L

ROSAN RESOURCES HOLDINGS LIMITED

BEERERAERAA



	封面
	目錄
	公司資料
	五年財務摘要
	主席報告
	管理層討論及分析
	董事及高級管理層履歷
	企業管治報告
	董事會報告
	獨立核數師報告
	綜合收益表
	綜合全面收益表
	綜合財務狀況表
	綜合權益變動表
	綜合現金流量表
	綜合財務報表附註
	封底

