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CHAIRMAN’S STATEMENT

TO ALL SHAREHOLDERS

On behalf of the board of directors (the “Board”) of Nan Nan
Resources Enterprise Limited (the “Company”), | present to you the
audited consolidated final results of the Company and its subsidiaries
(collectively the “Group”) for the year ended 31 March 2017.

RESULTS AND DIVIDENDS

For the financial year ended 31 March 2017, the Group recorded
a revenue of approximately HK$73,024,000 (2016: approximately
HK$59,841,000) and profit of approximately HK$48,267,000 (2016:
loss approximately HK$79,608,000) respectively. The Board does
not recommend the payment of any dividend for the year ended 31
March 2017 (2016: Nil).

Profit of the Group for the year ended 31 March 2017 was
approximately HK$48,267,000 (2016: loss approximately
HK$79,608,000), representing a turnaround from loss to profit of
approximately HK$127,875,000 as compared with last year. The
net effect of increase in profit was mainly due to the turnaround
from loss to gain on change in fair value and loss arising from
extension of convertible bond of approximately HK$129,483,000
and no impairment loss on intangible assets and property, plant
and equipment incurred during the year (2016: approximately
HK$12,012,000).

BUSINESS REVIEW

For the financial year ended 31 March 2017, the Group continued to
focus on coal resources mining business.

During the financial year, the growth of the People’s Republic of
China (the “PRC”) economy continued to slow down. The demand
for coals from the market has been decreasing gradually in recent
years as a result of fewer large scale industrial and infrastructure
projects and the promotion of the use of clean energy by the
PRC government, which also had negative impacts on the coal
price, exerting high pressure to the Group’s operation. However,
the management of the Group has adjusted short-term operation
strategy and modified the production plan through understanding the
local government‘s policies. The Group will keep strict control over
the costs and expenses to maintain a strong financial position as a
whole.
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CHAIRMAN'’S STATEMENT EEi#f &

BUSINESS REVIEW (continued)

Progress of the Optimization and Upgrading Plan* and the
Updated Optimization and Upgrading Plan*#

Pursuant to the instructions from the National Development and
Reform Commission of the PRC, the Department of Land and
Resources of Xinjiang Uygur Autonomous Region (the “Xinjiang
Land Department”) had to plan for a management restructuring of
seven different coal mines (including the Zexu Mine) in the Xiheishan
Mining Area (the “Optimization and Upgrading Plan”), consolidating
some smaller mines together so as to increase the size efficiency
(for details, please refer to the Company’s announcement dated
11 November 2011). After being informed of this Optimization and
Upgrading Plan, the Board has requested our management in
Xinjiang to conduct frequent meetings and negotiations with the
Xinjiang Land Department and other relevant government authorities
in order to protect the Company’s interest in relation to the
exploration permit of the Zexu Mine (the “Exploration Permit”).

According to the letter dated 13 June 2012 issued by the
Administrative Bureau of Coal Industry of Changji Prefecture (the
“Changji Administrative Bureau”) informing the updated status
of the Optimization and Upgrading Plan, the following proposals
(the “Updated Optimization and Upgrading Plan”) in relation to the
Company’s Kaiyuan Mine and Zexu Mine have been submitted to
the working group head office for coal industry structural upgrade
work of Xinjiang Uygur Autonomous Region for consideration and
approval:

1. The Company’s Kaiyuan Mine would be restructured and
upgraded, and the exploration right in the Zexu Mine granted
to the Company would be terminated; and

2. The mining area of the Kaiyuan Mine, where the Company
is now conducting mining activities, was proposed to
be increased from 1.1596 square kilometers to 4.12
square kilometers, with the estimated coal resources of
approximately 131.18 million tonnes.
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CHAIRMAN'’S STATEMENT xEi#f&

BUSINESS REVIEW (continued)

Progress of the Optimization and Upgrading Plan* and the
Updated Optimization and Upgrading Plan* (continued)

As at the date hereof, the Company has still not yet received any
written notification from the relevant Xinjiang government department
in respect of the approval of the Updated Optimization and
Upgrading Plan.

As stated in the Company’s announcement dated 21 March 2014,
the Exploration Permit of the Zexu Mine of the Company originally
expired on 20 February 2014. Concerned that the Company’s
position and rights in the Optimization and Upgrading Plan might be
compromised since the Updated Optimization and Upgrading Plan
had still not then been approved by the Xinjiang Uygur Autonomous
Region Government, the Company through its Xinjiang staff has
continued to make informal representations to Chinese officials
urging them to exercise administrative discretion to renew the
Exploration Permit despite the fact that the Company had earlier
obtained a PRC legal opinion advising the Company no further
renewal beyond 20 February 2014 could be obtained for Zexu Mine
Exploration Permit. Eventually, on 19 March 2014, the Company
obtained a renewal permit from Xinjiang Land Department granting
the renewal of the Exploration Permit from 25 February 2014 to 25
February 2016. On 19 May 2016 and 16 May 2017, the Company
further obtained the renewal of the Exploration Permit with valid
period from 5 April 2016 to 5 April 2017 and from 16 May 2017 to
16 May 2019 respectively.

# “Optimization and Upgrading Plan” was previously referred to as
“Management Restructuring Plan” in the announcement of the Company
dated 11 November 2011 and in the announcements, notices, circulars,
interim reports and annual reports of the Company thereafter.

L “Updated Optimization and Upgrading Plan” was previously referred to as
“Updated Restructuring Proposals” in the announcement of the Company
dated 15 June 2012 and in the announcements, notices, circulars, interim
reports and annual reports of the Company thereafter.

PROSPECTS

The Board considers that the coal business is full of challenges
and endeavors to achieve our goal of bringing maximum values
for shareholders by strengthening management of the Company,
controlling the cost of coal mining, modifying the production plan
through understanding the local government’s policies, seizing
new chances, exploring new markets, and seeking for investment
opportunities.
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CHAIRMAN'’S STATEMENT EEi#f &

PROSPECTS (continued)

Although the Company has obtained a renewed Exploration Permit
of Zexu Mine from Xinjiang Land Department from 16 May 2017 to
16 May 2019, no development or production activity is now taking
place and we have no existing plan to apply for the mining permit of
Zexu Mine as the Company is still waiting for the written notification
from the relevant Xinjiang government department in respect of
the approval of the Updated Optimization and Upgrading Plan.
The Company will continue to follow up the updated status of the
approval process of the Updated Optimization and Upgrading Plan,
in order to protect the interests of the Company in Kaiyuan Mine and
Zexu Mine.

Despite the aforesaid progress of the Updated Optimization
and Upgrading Plan, the Company is still waiting for the written
notification from the relevant Xinjiang government department in
respect of the approval of the Updated Optimization and Upgrading
Plan. It is therefore uncertain whether the proposals can be approved
by the PRC Government eventually. For this reason, the Company
would keep all options open and the Company would not at this
stage rule out the possibility of resuming the exploration process for
Zexu Mine and then applying for a mining permit of the Zexu Mine
either by the Company alone or jointly with other companies having
coal mines in the vicinity if the circumstances warrant such course of
action being taken.

APPRECIATION

| wish to thank my fellow directors, management and staff for their
unrelentless efforts for the business development of the Company.
On behalf of the Board, | express our sincere gratitude to our
shareholders, customers, suppliers, employees and business
partners for their continuing support of the Company.

By Order of the Board

Kwan Man Fai
Chairman

Hong Kong, 20 June 2017
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWR DM

FINANCIAL REVIEW

Revenue

The Group recorded a revenue of approximately HK$73,024,000
for the year ended 31 March 2017 (2016: approximately
HK$59,841,000). It represents an increase of approximately
HK$13,183,000 or 22.03% as compared with last year.

Gross profit

The gross profit of the Group for the year ended 31 March 2017
increased to approximately HK$24,598,000 (2016: approximately
HK$24,532,000). This was mainly due to an increase in sales in the
period as a result of the increased demand for small medium, slack
and weathered coal in Xinjiang area of the PRC.

Profit for the year

Profit of the Group for the year ended 31 March 2017 was
approximately HK$48,267,000 (2016: loss approximately
HK$79,608,000), representing a turnaround from loss to profit of
approximately HK$127,875,000 as compared with last year. The
net effect of increase in profit was mainly due to the turnaround
from loss to gain on change in fair value and loss arising from
extension of convertible bond of approximately HK$129,483,000
and no impairment loss on intangible assets and property, plant
and equipment incurred during the year (2016: approximately
HK$12,012,000).

Impairment loss on intangible assets and property, plant and
equipment

The Company completed the acquisition of 51% and 49% equity
interest in Star Fortune International Investment Company Limited,
which is the beneficial owner of the mining rights and the related
fixed assets of the Kaiyuan Mine (the “Coal Mine Assets”), on 3
July 2009 and 16 August 2010 respectively (details of which were
respectively set out in the circulars of the Company dated 12 June
2009 and 27 July 2010 and announcements of the Company dated
3 July 2009 and 17 August 2010) (the “Acquisitions”).

Impairment loss on intangible assets and property, plant and
equipment refers to the amount of impairment loss recognised in
respect of the Coal Mine Assets. No impairment loss on intangible
assets and property, plant and equipment during the year.
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MANAGEMENT DISCUSSION AND ANALYSIS EEEBsH R o4

FINANCIAL REVIEW (continued)

Profit for the year (continued)

The Company conducted valuation of the Coal Mine Assets every
financial year after the Acquisitions in compliance with the relevant
accounting policies. The Company has engaged Roma Appraisals
Limited as its independent professional valuer for the purpose of
assessing the value of the Coal Mine Assets as at 31 March 2017.
The valuation was based on value in use basis, which is defined as
the present value of the future cash flow expected to be derived from
the Coal Mine Assets. When conducting the valuation, the valuer has
taken into account factors including but not limited to selling prices
and sales volume of coal, production cost and other expenses,
capital expenditure, production plan and discount rate, the current
conditions of the market and the Company and estimated trend in
the future, etc.

The table below sets out the sales volume, selling prices and gross
revenue of different types of coal of the Company for the year ended
31 March 2017 as compared with the year ended 31 March 2016:

Bt %5 ol e (48)

F it ()

AR T B WIEEIE RGBS R FERE
HESHBRUREEEETHE -AQ
AR REEFERFGEARAREETEEY
BEXGEMAFERBEEEN _—T—tF=
A=t+—HAZEE - HENEREREBEE
% FEREEETEAANELAREEEL
ARBREREZRE - ETTEER - HERD
Eftk#EZRE - BRETRRERKEER
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HETEZE -

TREPIEEBE_T-R"F=A=1T—H
EFEEMEARARBE_T—+LF=H
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1 April 2016 to 31 March 2017 1 April 2015 to 31 March 2016 Percentage change
“E-XENA-HE —T-1FMA-HE
—E-t&£=A=1-H “E-¥=zA=1+-H BALE
Selling Selling Selling
Sales price Gross Sales price Gross Sales price Gross
G ERNCAO NN  volume  perton revenue  volume  perton  revenue
HE BWEE Aks He BHEE ks HE BWEE kR
(Tonnes) (HK$) (HK$'000) NELANES) (HK$)  (HK$'000)
(®) (Bx) (F&xn) ()  (&m) (P
Saw Cut Coal RRARE 1,892 106 200 20,314 16 2349 -91% 9%  -91%
Large Coal N 42,034 105 4395 89,191 131 11,654 -53% -20% -62%
Middle Coal R 143,213 10 15815 151,283 129 19,568 -5% -15% -19%
Small Medium Coal /& 132,106 101 13,335 53,201 104 5546  +148% -3%  +140%
36 Coal =g 74,299 71 5,301 / / / / / /
38 Coal =N 69,600 74 5185 59,076 85 5,037 +18% -13% +3%
Sub-total for Coal /Mt 463,144 /44231 373,065 /44,154 +24% / -1%
Slack Coal g 351,896 57 20,019 161,155 72 11559  +118% -21% +73%
Weathered Coal BL & 250,622 35 8,774 93,813 44 4,128 +167% -20% +113%
Total st 1,065,662 /| 73024 628,033 /59,841 +70% / +22%
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MANAGEMENT DISCUSSION AND ANALYSIS BBk o4

FINANCIAL REVIEW (continued)

Profit for the year (continued)

The market demand for coal had been persistently decreasing
in recent years due to a decrease in large scale industrial and
infrastructure projects and promotion of the use of clean energy by
the PRC government, which led to high pressure on the operation of
the Group and negative impacts on selling price of coals generally.
Decrease in selling prices of coals led to the increase in sales
volume, which brought an increase in gross revenue of coal.

No growth rate for the projection of production cost and other
expenses of coal per ton was applied by the valuer. The valuation
methodology in arriving at the discount rates as at 31 March 2016
and 31 March 2017 was consistent. The post-tax discount rates
adopted were 14.00% and 14.20% respectively as at 31 March
2016 and 31 March 2017 and the pre-tax discount rates adopted
were 26.23% and 21.73% respectively as at 31 March 2016 and 31
March 2017. The slight change in post-tax discount rates was due to
the change in market data and parameters adopted in the calculation
of discount rate as at 31 March 2016 and 31 March 2017 were as
follows:

Bt 5 ol A (48)

F i (4)

MEMSHRR B R—ERE K 1)
BMRAR TR REZBRRL - h L+ K
FREREERZFEIR - KM EE g2
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WA ETT -

HEMIER TN R K EEKRA R EMAX
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—t+—HBER-E—+F=ZA=+—HZHMR
KR ZIEETEFER R - RZT—R
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B % Bl R 49 14.00% K. 14.20% 2 & %1 1% Bh
R FR-_BE—AXFZA=Z+—HEZ=
T—tF=A=+—HHHIR426.23% &
21.73% 2 BRI ATALIA & o BrEIZBNIRE
BYE S YRR SEEE LS 5FER
—E-RF=ZA=t+—BEK=ZZE—tF=A
T —HAZMRERREAZ2HNT ¢

Risk free rate 4 [ b 1) SR

Market risk premium %Rk E

Beta coefficient BHERE

Size premium FRAEHE

Cost of equity B AR AR

Cost of debt BB

Weight of equity value to RAEEG P
enterprise value EELH

Weight of debt value to EBEEGRE
enterprise value BIELL A

Corporate tax rate R &

Weighted average cost of capital INEFHERR A

Inflation rate BIRE

Discount rate REIR =
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As at As at

31 March 31 March
2017 2016
R-2—tF Sk
EV-EL =l —A=1—H
3.29% 2.89%
9.33% 10.17%

1.11 1.16

5.60% 5.78%
19.20% 20.45%
4.90% 4.90%
83.54% 80.54%
16.46% 19.46%
25.00% 25.00%
16.64% 17.19%
2.13% 2.82%
14.20% 14.00%
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FINANCIAL REVIEW (continued)

Profit for the year (continued)

Major assumptions adopted by the valuer in the valuation of the Coal
Mine Assets include:

a. The resource estimates for Kaiyuan Mine sourced from a
technical report as at 27 June 2010 prepared by John T.
Boyd Company and certain engineering survey reports can
reasonably reflect the reserve status of Kaiyuan Ming;

b.  The coal prices for the projection period were estimated by the
Management with reference to the historical stability of the coal
price;

C. Economic conditions will not deviate significantly from the
projections regarding the production schedule, selling volume,
operating expenses and capital expenditure provided by the
management of the Company;

d.  The mining license of Kaiyuan Mine was assumed could be
legally renewed until the depletion of the reserve of Kaiyuan
Mine, and the Coal Mine Assets would continue to sell the
remaining inventory within one year from the depletion of the
reserve of the Kaiyuan Mine;

e. As at the date of the valuation, the Company has still not yet
received any written notification from any Xinjiang government
department on the update status of the approval process of
the Updated Optimization and Upgrading Plan. In view of the
uncertainties in the final outcome regarding the approval of
the Updated Optimization and Upgrading Plan, the additional
resources in the Updated Optimization and Upgrading Plan is
not considered in the valuation of the Coal Mine Assets.

f. The risk free rate adopted was the yield rate of the long term
China Government Bond as at 31 March 2017 as extracted
from Bloomberg.
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FINANCIAL REVIEW (continued)

Profit for the year (continued)

The valuation report showed that the value in use of the Coal Mine
Assets as at 31 March 2017 was higher than its book value.

The valuation report and the value in use were assessed and
reviewed by the directors of the Company (the “Directors”). The
auditor has subsequently audited and confirmed no impairment loss
on intangible assets and property, plant and equipment is required
for the year ended 31 March 2017.

Increase in gain on change in fair value of convertible bond

The zero coupon convertible bond (the “Convertible Bond”) of the
Company in the principal amount of HK$200,000,000 was issued on
14 March 2008 with a conversion price of HK$0.2 per share (subject
to adjustments) and maturity date of 17 March 2011 (details of
which were set out in the announcements of the Company dated 28
January 2008 and 14 March 2008).

The maturity date of the Convertible Bond was then extended to
13 March 2014, 13 March 2017 and further extended to 13 March
2020 (details of which were respectively set out in the circulars of
the Company dated 21 February 2011, 13 February 2014 and 16
February 2017 and announcements of the Company dated 11 March
2011, 10 March 2014 and 7 March 2017).

As at the date of this report, the outstanding principal amount of the
Convertible Bond is HK$200,000,000.
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MANAGEMENT DISCUSSION AND ANALYSIS EEE iR 94T

FINANCIAL REVIEW (continued)

Profit for the year (continued)

The Company conducted valuation for the fair value of the
Convertible Bond every financial year after its issuance in compliance
with the relevant accounting policies. The Company has engaged
Roma Appraisals Limited as its independent professional valuer
for the purpose of assessing the fair value of the Convertible Bond
as at 31 March 2017. In assessing the fair value of the Convertible
Bond, the binomial option pricing model was adopted and factors
including stock price of the Company, specific terms and structure
of the Convertible Bond, trading conditions and liquidity of the
Convertible Bond, and ancillary effects associated with the exercise
or conversion and partial conversion of the Convertible Bond were
taken into account. The calculation for the discount rate of the
Convertible Bond is “discount rate = spot interest rate + other
spread”, whereas it was concluded that the credit rating of the
Convertible Bond should be “Below B” with the assumption that
the other spread would not be changed in a period of time, and the
discount rate was 9.350%.

The fair values of the Convertible Bond were HK$317,650,000
and HK$261,616,000 as at 31 March 2016 and 31 March 2017
respectively. The amounts were assessed and reviewed by the
Directors and reviewed and audited by the auditor of the Company.
According to the relevant accounting policies, the decrease in fair
value of the Convertible Bond represents a decrease in liabilities
of the Company. The amount of the change in fair value and loss
arising from extension of the Convertible Bond of HK$56,034,000
was derived by taking the difference between the fair value of the
Convertible Bond as at 31 March 2016 and as at the maturity
date, and the fair value of recognition of extended convertible bond
and as at 31 March 2017, together with the loss arising from the
extension of Convertible Bond. The significant change in fair value
of the Convertible Bond was mainly due to the significant change
in the stock price of the Company during the financial year ended
31 March 2017 and the expected volatility of the stock price of the
Company. The closing stock prices of the Company were HK$0.63
and HK$0.48 as at 31 March 2016 and 31 March 2017 respectively
and the expected volatility of the stock price of the Company was
116.1% and 76.3% based on the historical price volatility of the
Company for the financial years ended 31 March 2016 and 31 March
207 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS BBk o4

SEGMENT INFORMATION

Business segment

The Group’s operating segment, based on information reported
to the chief operating decision maker who is also the executive
director, for the purposes of resources allocation and performance
assessment, is more specifically focused on the types of goods
delivered and services provided by the Group’s operating divisions.

Coal mine business is the only reportable operating segment, from
which the Group derived its revenue from sale of coal. Accordingly,
no further segment information is provided.

Coal Mining Business

Coal mining is the sole business of the Group at present. It contributed
a revenue of approximately HK$73,024,000 for the year ended 31
March 2017 (2016: approximately HK$59,841,000), representing a
22.03% increase as compared with last year.

Sales and Production of Coals

During the year ended 31 March 2017, the Group sold 1.07
million tonnes of coals with total sales income of approximately
HK$73,024,000. Details of coal sales in tonnes are listed in the

AEEZEDBREBEDEERMFERER
AEELERRE (RTRRTES) RS
ZERETON  LEIEAREEZEEM
3 S & dn e P RR (AR 7% 2 $R L -

BRIBEG AR A RELENE  MAKH
Wantg B %N BB RREE © Bt - W
REE—TDEER -

IHTEET

HEAREBBIK 2K -HE_T—+
FZA=Z+—BLFE  AEBHZREE
Bt 49 573,024,000 T (Z 2 —RF : 4
59,841,000/ 7T) + BRZEFIEHN22.03% °

RRHEREE

BE_T—+tF=A=1T—HIFE &
SEEH1.07ABMERIK - BIHEWANS
73,024,000/8 7T ° LAMERT Z BRIR S EFF B

below table: INDE&
Year ended 31 March
BE=A=1+—HLEE
2016
—E—R
Coal sales B RS E 1,065,662 628,033
tonneslif tonnesfii
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MANAGEMENT DISCUSSION AND ANALYSIS EEEBsH R o4

SEGMENT INFORMATION (continued)
Coal Sales (tonnes) and Percentage of Coal Sales

2RENE)
RSN (W) RIE RS E T AL

Coal Sales Coal Sales

(tonnes) in %

B HE R E

(W8) Btk

Saw Cut Coal PRI IR 1,892 0.18
Large Coal RIBEE 42,034 3.94
Middle Coal R R 143,213 13.44
Small Medium Coal IR 132,106 12.40
36 Coal =B 74,299 6.97
38 Coal =)\ 69,600 6.53
Slack Coal R 351,896 33.02
Weathered Coal BB 250,622 23.52
Total Sales BIHE 1,065,662 100.00

Reserves and Resources

The Group owns one mining right and one exploration right in
Xinjiang, the PRC including Kaiyuan Open Pit Coal Mine and Zexu
Open Pit Coal Mine respectively. The estimated remaining coal
reserve in Kaiyuan Mine was 9.71 million tonnes as at 31 March
2017 (2016: 10.39 million tonnes). During the year, there were
0.68 million tonnes of coal being extracted. The original exploration
permit of Zexu Mine had expired on 5 April 2017 and a renewal of
the permit from 16 May 2017 to 16 May 2019 was granted by the
Xinjiang Land Department. The following tables are the estimated
coal reserves for the Kaiyuan Open Pit Coal Mine and estimated coal
resources for the Zexu Open Pit Coal Mine as of 31 March 2010
conducted by John T. Boyd Company in June 2010.

REBRPEFBIIRERAEENZEER
BIED R —BRERER —TBHHEE - B
—E—+F=ZA=+—H  REBEMEE
R EEHEERIAER( T —NF

10.39 B BME) - FAFME0.68F EMEE K o
BEEEZ REMEHFAIFERN T —F
WARHER  EEHDEHFAIFEHITBER
+EBRERY BT —+ERATRAE
BEE-T-NFRA+T/<H > T&RAJNT.
Boyd Companyi® —Z—ZF X AFfRE—
T—TFEZ =+ BIRERERE A5t
BREE RERERER G EKER
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MANAGEMENT DISCUSSION AND ANALYSIS BBk o4

SEGMENT INFORMATION (continued) PHEER ()
Reserves and Resources (continued) HERER(E
Estimated coal reserves for the Kaiyuan Open Pit Coal Mine: RBERER  GatERESE
Average Mineable Marketable Reserves (million tonnes)
Seam Thickness (m) As of 31 March 2010
AR AERE(FEM])
FHERE(CK) BE-_Z—ZF=A=+—H
% of
Seam Total (Coal/Parting) Proved Probable Total Total
h#Est
i BT URE®RE) =B FE AT R e ADL
North of Current Pit
(Potentially Oxidized)
REBER (BAESL)
B, 13.1 - 4.58 4.58 100.00
Mine Plan Area
LR BEE
B, 10.8 3.57 - 3.57 25.00
B, 19.6 10.86 - 10.86 75.00
14.43 - 14.43 100.00
Total
e
B, 10.8 3.57 - 3.57 19.00
B, 17.7 10.86 4.58 16.44 81.00
14.43 4.58 19.01 100.00
Approximately 75% of the total reserves are classified as “Proved”. BFEELT5% N ERIEE KR -

Coal Reserve as at 31 March 2017 = Coal Reserve as at 31 March RZZE—tF=A=+—HZHEERE=R

2016 — Amount of coal extracted (the “Coal Extracts”) by the Group —E—R"F=A=+—BZEBE#E —I&

during 1 April 2016 to 31 March 2017. BN —_ZE—A"FMNA—BEZ=Z—+F=A
=+ — A BRI R E([HEREE]) -
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SEGMENT INFORMATION (continued)

Reserves and Resources (continued)

Estimated coal resources for the Zexu Open Pit Coal Mine
Exploration Right area totalling 119.38 Mt, are summarized below:

PEER(E)

HERBR(E

ERBEXREEDFRESE Z AHEEERE
#119.38 HEME - fLtan T -

Marketable Resources
(million tonnes)

AEER(EEHT)

Average Mineable % of

Seam Seam Thickness (m) Measured Indicated Total Resources
AR HEIR

g FHERE(CK) R 2 #Et Aotk
B, 8.5 10.23 10.46 20.69 17
Bs 3.9 2.77 3.98 6.75 6
Bs 6.3 5.80 10.42 16.22 14
B, 1.8 0.29 0.01 0.30 1
B. 6.1 6.85 10.21 17.06 14
B, 6.3 8.06 8.03 16.09 13
B, 21.1 22.58 19.69 42.27 35
Total 485+ 56.58 62.80 119.38 100

Kaiyuan Mine’s mining rights licence will be expired on 26 December
this year. According to the practice by the Land Resource Bureau in
Xinjiang, the application of the extension of the mining rights licence
shall be submitted not earlier than one month before the expiry
date. The management of the Company (the “Management”) has
been paying close attention to the relevant national and local laws
and regulations, as well as other matters relating to the extension of
mining rights licence. In addition to addressing the monthly progress
report by the local staff in Xinjiang, the Management visited Xinjiang
twice to meet the Coal Bureau, the Land Resource Department and
Development and Reform Commission to understand the situation in
the past year. Based on the meetings with the related governmental
departments and the legal opinions issued by the Company’s legal
adviser and local lawyers, the Management is confident that the
mining rights licence of Kaiyuan Mine will be extended by the end of
this year.

Cost of Sales

The cost of sales for the year was approximately HK$48,426,000
(2016: approximately HK$35,309,000). The cost mainly comprised
machine rental cost and direct labor cost. The increase in cost of
sales during the year was mainly due to the increase in machine
rental cost as a result of increase in sales during the year.

SURRENRIBEEENAF+ A= +R
BEE - RIBMEE L ERBHED - FRig
BENEERT REESIH A 28 —@ AR
REF - ARAEEE(EEE]) —EEZY
BT RME e ERDARE R ME A H 5K
BEETENEE  RTEARRIEEL
BETHRIBERNERI  BE—FEEE
EMEREFEERREERR  BLERE
MBRMAFEZBGHMIBEN - 426 LA
BT RPN & & A M R RDER B RN E 2
BPTH ARERERE - ERERELNF
JECAE AR SRR B E BR A R

o

HER A

F R E K A4 £48,426,0008 L (=
—7N4F ¢ 4935,309,000/87T) c KATER
ERBHEEN AR EZEL KA - FAHEE
A EF - EE2HNFNEE _EF BB
FRERA EFATE -
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MANAGEMENT DISCUSSION AND ANALYSIS BBk o4

SEGMENT INFORMATION (continued)

Geographical segment

The geographical location of customers is determined based on the
location where the goods are delivered. The Group’s revenue and
results from operations mainly derived from activities in the PRC.
Activities outside the PRC are insignificant. The principal assets of
the Group are also located in the PRC. Accordingly, no geographical
segment information is provided.

LIQUIDITY AND FINANCIAL RESOURCES
As at 31 March 2017, the Group had:

° net current assets of approximately HK$334,244,000 (2016:
approximately HK$19,480,000). The substantial increase in
net current assets was mainly due to the derecognition of the
matured convertible bond designated as financial liabilities at
fair value through profit or loss of HK$317,650,000 stated as
current liabilities in 2016, and the recognition of an extended
convertible bond during the year with three years term as non
current liabilities in 2017.

° cash and cash equivalents of approximately HK$331,606,000
(2016: approximately HK$343,587,000) which were the major
components of the Group’s current assets of approximately
HK$395,046,000 (2016: approximately HK$393,415,000).

° current liabilities of approximately HK$60,802,000 (2016:
approximately HK$373,935,000) which comprised mainly
trade and other payables of approximately HK$56,524,000
(2016: approximately HK$52,668,000) and convertible bond
designated as financial liabilities at fair value through profit or
loss of nil (2016: approximately HK$317,650,000).

° non-current liabilities of approximately HK$272,335,000
(2016: approximately HK$9,363,000) which comprised
mainly deferred tax liabilities of approximately HK$7,917,000
(2016: approximately HK$6,555,000) and convertible bond
designated as financial liabilities at fair value through profit or
loss of approximately HK$261,616,000 (2016: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS &I B itih B D 4F

LIQUIDITY AND FINANCIAL RESOURCES (continued)
The Group’s gearing ratio was 2.27 (2016: 4.36). The computation
is based on total debt (convertible bond designated as financial
liabilities at fair value through profit or loss) divided by total equity.

Charges on Group’s Assets
As at 31 March 2017, none of the Group’s assets was under
charges (2016: Nil).

FOREIGN EXCHANGE EXPOSURE

The Group mainly earns revenue in Renminbi (“RMB”) and incurs
costs in RMB and Hong Kong dollars. The Group is exposed to
foreign exchange risk based on fluctuations between Hong Kong
dollars and RMB arising from its core operation in the PRC. The
currency exchange risk for current year is mainly derived from the
net exchange loss on financial liabilities at fair value through Profit
or Loss, which is a result from the sustained depreciation of RMB
against Hong Kong dollars. In order to minimize the foreign currency
risk exposure between these two currencies, the Group maintained
cash balances in both currencies that are sufficient to meet three to
four months’ operating cash flows requirements of the Group.

TREASURY POLICIES

Apart from the issue of convertible bond at their face value of
HK$200,000,000, the Group finances its operation mainly by internal
generated resources.

CONTINGENT LIABILITIES
As at 31 March 2017, the Group did not have any material
contingent liabilities.

EMPLOYEES

As at 31 March 2017, the Group had 74 employees (2016: 79)
spreading among Hong Kong Special Administrative Region of the
PRC (“Hong Kong”) and the PRC. Employment relationship has been
well maintained by the Group with its employees. The Group has
adopted an extensive training policy for its employees. It has also
sponsored senior executives for higher education programmes.
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EXECUTIVE DIRECTORS

Mr. Kwan Man Fai, aged 48, is an executive director of the
Company appointed on 25 March 2008. Mr. Kwan has been
the Chairman and Managing Director since March 2017 and is a
member of the remuneration committee and the chairman of the
nomination committee of the Company. He is also a director of
certain subsidiaries of the Company. Mr. Kwan graduated from
the University of Hong Kong with a bachelor degree in laws and
a postgraduate certificate in laws. Mr. Kwan also holds a master
degree in laws from The London School of Economics and Social
Sciences, the University of London and a master degree in the
PRC law from the City University of Hong Kong. Mr. Kwan is now a
consultant of Messrs. Anthony Siu & Co., a law firm in Hong Kong.
Mr. Kwan has over 10 years of experience in corporate finance and
banking work, including assisting various companies in their listing
on the Main Board and the Growth Enterprise Market of The Stock
Exchange of Hong Kong Limited.

Ms. Lo Fong Hung, aged 62, is an executive director of the
Company appointed on 25 March 2008. Ms. Lo was the Chairman
and Managing Director, the chairman of the nomination committee
and a member of the nomination committee of the Company
until her resignation in March 2017. Ms. Lo is a director of certain
subsidiaries of the Company. Ms. Lo also serves for several non-
listed companies, namely as the chairman of China International
Fund Limited, China Sonangol International Holding Limited
and China Sonangol International Limited and as the director of
Sonangol Sinopec International Limited and New Bright International
Development Limited. Since 2004, Ms. Lo started exploring and
developing energy resources and industrial investment worldwide.
Ms. Lo owns 30% shareholding interests in New Bright International
Development Limited, which currently holds 70% shareholding
interests in China Sonangol International Limited. China Sonangol
International Limited is the holding company of Ascent Goal
Investments Limited, and the controlling shareholder of the
Company. Ms. Lo is the wife of Mr. Wang Xiangfei.
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT EE Rk SR EEASEE

EXECUTIVE DIRECTORS (continued)

Mr. Wang Xiangfei, aged 65, is an executive director of the
Company appointed on 25 March 2008. Mr. Wang is also a director
of certain subsidiaries of the Company. Mr. Wang graduated from
Renmin University of China with a bachelor degree in economics
in 1982. Mr. Wang is now a Senior Accountant. Mr. Wang serves
for several non-listed companies, namely as the vice chief financial
officer of Sonangol Sinopec International Limited and as the financial
advisor of China Sonangol International Holding Limited. Mr. Wang
is also an independent non-executive director of China Development
Bank International Investment Limited, a company listed on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) and
Tianjin Capital Environmental Protection Group Company Limited,
a company listed on the Stock Exchange and the Shanghai Stock
Exchange.

In addition, Mr. Wang was the independent non-executive director
of Chonggqing Iron & Steel Company Limited from July 2002 to June
2009, China CITIC Bank Corporation Limited from December 2006
to November 2012, companies listed on the Stock Exchange and
the Shanghai Stock Exchange. Mr. Wang was the independent
non-executive director of Shandong Chenming Paper Holdings
Limited from April 2010 to May 2013, a company listed on the
Stock Exchange, the Shanghai Stock Exchange and the Shenzhen
Stock Exchange. Mr. Wang was the independent non-executive
director of SEEC Media Group Limited from June 2003 to May
2015, a company listed on the Stock Exchange. Mr. Wang was
also the external supervisor of Shenzhen Rural Commercial Bank
from April 2009 to May 2015. Previously, Mr. Wang had also served
as an executive director and CEO of China Everbright International
Limited, an executive director of China Everbright Limited and
China Everbright Technology Limited (now known as China Haidian
Holdings Limited), a director & assistant general manager of China
Everbright Holdings Company Limited. Mr. Wang is the husband of
Ms. Lo Fong Hung.

ALTERNATE DIRECTOR

Mr. Wong Sze Wai, aged 34, is an alternate director to Mr. Wang
Xiangfei, Executive Director of the Company with effect from 18 July
2017. Mr. Wong obtained a master degree in Social Science from the
University of Hong Kong in 2010 and a bachelor degree in Science
from McMaster University of Canada in 2007. Mr. Wong is currently
a director of several private companies in Hong Kong, focusing on
business development and legal aspects. His industrial experience
includes research and development, business development, and
legal and compliance, etc. Mr. Wong is the son of Mr. Wang Xiangfei
and Ms. Lo Fong Hung, the executive directors of the Company.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Lam Ka Wai, Graham, aged 49, is an independent non-
executive director of the Company appointed on 25 March 2008.
Mr. Lam is the chairman of the audit committee of the Company
and a member of both the remuneration committee and the
nomination committee of the Company. Mr. Lam graduated from
the University of Southampton, England with a Bachelor of Science
degree in Accounting and Statistics. Mr. Lam is a member of Hong
Kong Institute of Certified Public Accountants and a member of
the American Institute of Certified Public Accountants. Mr. Lam
is currently the Managing Director of an investment bank and has
over 20 years experience in investment banking as well as over 3
years experience in accounting and auditing. Mr. Lam is also the
independent non-executive director of Cheuk Nang (Holdings)
Limited, a company listed on the Stock Exchange.

In addition, Mr. Lam was the independent non-executive director
of China Fortune Financial Group Limited from 14 September 2007
to 11 April 2014, Applied Development Holdings Limited from 1
October 2005 to 12 December 2011, Pearl Oriental Oil Limited
from 3 October 2008 to 19 March 2013, King Stone Energy Group
Limited from 23 April 2012 to 22 March 2013, Value Convergence
Holdings Limited from 4 January 2010 to 24 May 2012, CT
Environmental Group Limited from 14 June 2011 to 15 April 2014,
China Chuanglian Education Group Limited from 29 January 2008 to
5 October 2010, Hao Wen Holdings Limited from 17 November 2010
to 16 May 2011, Well Way Group Limited from 24 March 2011 to 16
April 2014, Chinese Strategic Holdings Limited from 22 December
2008 to 27 April 2012 and Finet Group Limited from 5 August 2009
to 24 January 2011, companies listed on the Stock Exchange.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
(continued)

Mr. Wong Man Hin, Raymond, aged 51, is an independent non-
executive director of the Company appointed on 25 March 2008.
Mr. Wong is the chairman of the remuneration committee of the
Company and a member of both the audit committee and the
nomination committee of the Company. Mr. Wong is a member of
American Institute of Certified Public Accountants (CPA), a Certified
Management Accountant (CMA) and holds a certificate in financial
management (CFM). Mr. Wong holds a bachelor degree in chemical
engineering and a master degree in economics. Mr. Wong is an
executive director and deputy chairman of Raymond Industrial
Limited, a company listed on the Main Board of the Stock Exchange.
Mr. Wong is also an independent non-executive director of Modemn
Beauty Salon Holdings Limited, a company listed on the Main Board
of the Stock Exchange.

Mr. Chan Yiu Fai, Youdey, aged 48, is an independent non-
executive director of the Company appointed on 25 March 2008. Mr.
Chan is members of the audit committee, remuneration committee
and nomination committee of the Company. Mr. Chan graduated
from the University of Hong Kong with a bachelor degree in laws
and a postgraduate certificate in laws. Mr. Chan also holds master
degrees in laws from the City University of Hong Kong and from
the People’s University of China. Mr. Chan is currently a partner of
Messrs. David Y.Y. Fung & Co., a law firm in Hong Kong. Mr. Chan
has extensive experience in civil and commercial crime litigation and
also handles various transactions for corporate clients and banks in
Hong Kong. Mr. Chan is also the independent non-executive director
of Qingin Foodstuffs (Cayman) Company Limited, a company listed
on the Stock Exchange.

SENIOR MANAGEMENT

Mr. Li Chun Fung, aged 35, is the company secretary of the
Company appointed on 21 April 2015. Mr. Li graduated from
the Imperial College, University of London with master degree in
chemical engineering. Mr. Li is a member of Hong Kong Institute
of Certified Public Accountants and has extensive experience in
corporate governance and compliance matters.
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COMMITMENT TO CORPORATE GOVERNANCE

The Company is committed to maintaining statutory and regulatory
standards and adherence to the principles of corporate governance
emphasizing on transparency, independence, accountability,
responsibility and fairness.

The Directors had reviewed the information contained in a
questionnaire in respect of the Company’s performance of its
corporate governance practices that the Company has applied the
principles of the code provisions under the Corporate Governance
Code (the “Code”) contained in Appendix 14 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) throughout the year ended 31 March
2017 (“the year under review”), save for the deviation from code
provision A.2.1 as disclosed below.

THE BOARD

Roles and responsibilities

The Board assumes responsibility for leadership and control of the
Company and is collectively responsible for promoting the success
of the Company by directing and supervising the Company’s affairs.
It should act in the best interest of the Company and its shareholders
at all times. The Board sets strategies for the Company and monitors
the performance and activities of the senior management.

The Executive Directors and the senior management of the
Company are responsible for the day to day operations of the
Company whereas the Independent Non-executive Directors of the
Company are responsible for ensuring a high standard of financial
and management reporting to the Board and shareholders of the
Company as well as to provide a balanced composition in the Board
so that there is a strong independent element on the Board.
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THE BOARD (continued)

Board composition

The members of the Board during the year under review and up to
the date of this annual report are as follows:

Executive Directors:

Kwan Man Fai (appointed as Chairman and Managing Director on
1 March 2017)

Lo Fong Hung (resigned as Chairman and Managing Director on
1 March 2017)

Wang Xiangfei (appointed Wong Sze Wai as his alternate Director on
18 July 2017)

Independent Non-executive Directors:
Wong Man Hin, Raymond

Lam Ka Wai, Graham

Chan Yiu Fai, Youdey

After annual assessment by the Nomination Committee at a meeting
as at the date of this annual report, the Board considers that all the
Directors have distinguished themselves in their field of expertise so as
to give a balance of skills, knowledge and experience, and diversity
of perspectives required for the running of an effective Board. The
Board currently comprises three Executive Directors and three
Independent Non-executive Directors. The brief biographical details
of the Directors and the senior management and relationship among
them are set out in the section headed “Biography of Directors and
Senior Management” of this annual report.

Board diversity

In September 2013, the Company adopted a policy on diversity of
the Board members. The policy is to review, assess and recommend
any appointment, re-election or any succession plan of any directors
to the Board from time to time after considering a number of factors,
including but not limited to gender, age, cultural and educational
background, race, professional experience, skills, knowledge and
tenure of appointment to allow for the Company’s business model
and specific needs.
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THE BOARD (continued) EEg(HE)

Board meetings and general meetings EEEEHRRRAEEH

During the year under review, the Board held four regular meetings REIBEEER - £ € LRI FHSEH
and four ad-hoc meetings, and the Company held two general  RIMREER &3 » DA RANA T D217/ KA%
meetings. The attendance records of individual Directors at the FHAEEH% o [ARlE=ENEETCSHNRE

board meetings and at the general meetings are set out below: REGH 2 HEREFETINT
Number of Number of HE i)
board meetings general meetings EZg RRAZ
attended/ attended/ ERE/ B8FNY/
eligible eligible SER SER
Name of Directors to attend to attend BENS HE HE
Executive Directors: HiTES:
Kwan Man Fai (appointed as Chairman and 8/8 1/2 BXE(R_T—+F 8/8¢ 1/2
Managing Director on 1 March 2017) =A—HEZEA
IREFLHLE)
Lo Fong Hung (resigned as Chairman and 5/7 1/2 BAHL(N-T—+F 5/7 1/2
Managing Director on 1 March 2017) “R—REfER
REZHLE)
Wang Xiangfei (appointed Wong Sze Wai as 7/7 2/2 IRV _E—F /7 2/2
his alternate Director on 18 July 2017) TR+ N\BEE
TR AEERES)
Independent Non-executive Directors: BAEHTES .
Wong Man Hin, Raymond 7/8¢ 1/2 BXE 7/8¢ 1/2
Lam Ka Wai, Graham 7/8¢ 2/2 MEKE 7/8¢ 2/2
Chan Yiu Fai, Youdey 8/8¢ 2/2 FRRE 8/8¢ 2/2

# Independent Non-executive Directors had attended meeting(s) independently  * BV 3EHTE SR OEFEENLEFHESSFF
held with the Chairman of the Board on the direction of the Group’s strategy and MEBAEBRE RBR AR 2B L% -
policies during the year under review.

All Directors have access to the Company Secretary who is Z2REEEHAEMBEARIWE  MARIWES
responsible for ensuring that Board procedures are followed and all SHERESFSEFES BT MRATEEARL
applicable rules and regulations are complied with. KR GIE L ESE o

The Board ensures that its members are supplied, in atimely ZES@WMREKES REFERHEAEEEET
manner, with all necessary information in a form and of a quality HRESMNEZE @ IEFEESeRETER

=

appropriate to enable the Board to discharge its duties. 5 o
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THE BOARD (continued)

Board meetings and general meetings (continued)

The minutes of Board meetings recorded all the details of the matters
considered by the Board and the decisions reached, including any
concerns raised by Directors or dissenting views expressed. Minutes
of Board meetings are kept by the Company Secretary and are
available for inspection by any Director.

Appointment and re-election of Directors

The appointment of new Directors is a matter for consideration by
the Nomination Committee. In accordance with the Company’s Bye-
laws, at each annual general meeting, one-third of the Directors for
the time being, shall retire from office by rotation provided that every
Director shall be subject to retirement at an annual general meeting
at least once every three years.

Independent Non-executive Directors

Pursuant to Rules 3.10(1), 3.10(2) and 3.10A of the Listing Rules, the
Company has appointed three Independent Non-executive Directors
who represent half of the Board and with one of whom holds
appropriate professional qualifications and accounting or related
financial management expertise. Code provision A.4.1 specifies that
non-executive directors should be appointed for a specific term,
subject to re-election.

Each of the three Independent Non-executive Directors of the
Company was appointed on 25 March 2008 and entered into a
service agreement with the Company for a term of three years. Their
service agreements have been extended for three years commencing
on 25 March 2011 and 25 March 2014 respectively and further
extended for one year commencing on 25 March 2017. However,
they are still subject to retirement by rotation and re-election at the
annual general meeting of the Company in accordance with the
provisions of the Company’s Bye-laws.

The Company has received from each of its Independent Non-
executive Directors an annual confirmation of independence pursuant
to Rule 3.13 of the Listing Rules and, after annual assessment by
the Nomination Committee at a meeting as at the date of this annual
report, the Company considers that all of the Independent Non-
executive Directors are independent.
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THE BOARD (continued)

Directors’ and Officers’ liability

Appropriate insurance cover on Directors and officers’ liabilities has
been provided to cover potential legal actions against Directors and
officers.

Training and support for Directors

All Directors must keep abreast of their collective responsibilities.
The Group provides briefings and other training to develop and
refresh the Directors’ knowledge and skills. Details of the continuous
professional development participated by the Directors for the year
under review, that the Company received, are set out below:

Exg(l)

EEREAMBZEE
ARREGRA Y ESR RSRMEIED 2%
#1718 REERSABERFEEEER

G o
ZoN

EEEI R
PREFAFAEMRELEREE - AL
EREEN LEMIR  UREMEHEE
Z BB N RRE o ARFIMERFRESR
CIREF N2 BB EEE 2 FBEHTIN
T

Attended seminars or SZHEE
Name of Directors briefing/read materials EZE#H EhEhpEEER
Executive Directors: HITESE :
Kwan Man Fai v B ~OE v
Lo Fong Hung v B v
Wang Xiangfei v T AR v
Independent Non-executive Directors: BYFEHITES :
Wong Man Hin, Raymond v | v
Lam Ka Wai, Graham v MK E v
Chan Yiu Fai, Youdey v Per 2 4 v
DIRECTORS’ SECURITIES TRANSACTIONS EEEFHFRS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules as the code of conduct
regarding securities transactions by its Directors. All the Directors
have confirmed, following specific enquiry by the Company, that they
have complied with the required standard set out in the Model Code
throughout the year under review.
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CHAIRMAN AND CHIEF EXECUTIVE

Code provision A.2.1 stipulates that the roles of chairman and chief
executive (“CE”) should be separate and should not be performed by
the same individual.

During the year under review, the Company did not have any officer
with CE title. Ms. Lo Fong Hung was the Chairman and Managing
Director of the Company during the period from 1 April 2016 to 28
February 2017, who also carried out the responsibility of CE in such
period. Following the appointment of Mr. Kwan Man Fai (“Mr. Kwan”)
as the Chairman and Managing Director of the Company with effect
from 1 March 2017, the duties of CE were carried out by Mr. Kwan
since then. In view of the size of operation of the Group, the Board
considered that this structure is more suitable for the Company as
it can promote the efficient formulation and implementation of the
Company’s strategies.

BOARD COMMITTEES

The Board has established three committees to oversee particular
aspects of the Group’s affairs and to assist in the execution
of the Board’s responsibilities. All committees have their own
terms of reference. The views of different committees and their
recommendation not only ensure proper control of the Group but
also the continual achievement of the high corporate governance
standards expected of a listed company. The Board conducts
regular review of the structure and composition of the committees
with particular attention to the skills, knowledge and experience of
individual members.

Audit Committee

The Audit Committee was set up in March 1999 with specific
terms of reference. The terms of reference of the Audit Committee
which are available on the websites of the Stock Exchange and
the Company have included the duties which are set out in code
provision C.3.3 of the Code, with appropriate modifications
when necessary. The terms of reference of the Audit Committee
were amended on 15 March 2016 in order to comply with the
amendments to the Listing Rules.

The Audit Committee currently consists of three Independent Non-
executive Directors of the Company namely, Mr. Lam Ka Wai,
Graham as the chairman of the Audit Committee, Mr. Wong Man
Hin, Raymond and Mr. Chan Yiu Fai, Youdey.
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BOARD COMMITTEES (continued)

Audit Committee (continued)

A total of four meetings were held during the year under review and
the individual attendance of members are as follows:

EEZEE(H)

EREZEE(HR)

REBFEER - KBTORE @ ERIKE
Z R

Number of HRE

meetings attended/ 2B

Name of members eligible to attend REHS SERHE
Lam Ka Wai, Graham (Chairman) 4/4 MRE(ERE) 4/4
Wong Man Hin, Raymond 4/4 =X H 4/4
Chan Yiu Fai, Youdey 4/4 PR R 4/4

The Audit Committee reviewed the interim and annual results, risk
management and internal control systems, and financial reporting
matters in conjunction with the external auditor. The Audit Committee
endorsed the accounting treatment adopted by the Company and
had the best of its ability assured itself that the disclosure of the
financial information in this annual report complies with the applicable
accounting standards and Disclosure of Financial Information set out
in Appendix 16 to the Listing Rules.

Remuneration Committee

The Remuneration Committee was set up in July 2005 with specific
terms of reference. The terms of reference of the Remuneration
Committee which are available on the websites of the Stock
Exchange and the Company have included the duties which are
set out in code provision B.1.2 of the Code, with appropriate
modifications when necessary. The terms of reference of the
Remuneration Committee were amended on 27 March 2012 in order
to comply with the amendments to the Listing Rules.

The Remuneration Committee currently comprises four members,
the Chairman and Managing director of the Company, Mr. Kwan
Man Fai and three Independent Non-executive Directors of the
Company namely, Mr. Wong Man Hin, Raymond as the chairman
of the Remuneration Committee, Mr. Lam Ka Wai, Graham and Mr.
Chan Yiu Fai, Youdey.

The remuneration packages of individual Executive Directors
and senior management of the Company are recommended by
the Remuneration Committee to the Board for determination, as
authorised by the shareholders at the annual general meeting,
having regard to the operating results of the Company, individual
performance and prevailing market conditions. The Board conducts
regular review of the structure and composition of the Committee
with particular attention to the skills, knowledge and experience of
individual members.
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BOARD COMMITTEES (continued)

Remuneration Committee (continued)

During the year under review, two meetings were held and the
Remuneration Committee had reviewed the existing remuneration
packages of the Board and the senior management of the Company
and to make recommendation on the remuneration package of
Mr. Kwan Man Fai following his appointment as the Chairman and
Managing Director of the Company and Ms. Lo Fong Hung following

EEZEE(H)

FHMESE (HE)

REBEFEA - HMEZEECBITMAER
TERHNEFEMANASRERAERA
NS WEBXELEERIRART
IEREFEEERBES AL LTHIART
IEFREFHLER_T—+F=A—B4%
Mg - HEFIEFBIEHER - ERKEZ

her resignation as the chairman and Managing Director of the — HEZ800T :
Company with effect from 1 March 2017. The individual attendance
of members are as follows:
Number of HE

meetings attended/ 2B
Name of members eligible to attend REHE SERHE
Wong Man Hin, Raymond (Chairman) 2/2 HEXBE(EE) 2/2
Kwan Man Fai 2/2 e 2/2
Lam Ka Wai, Graham 2/2 WNENE 2/2
Chan Yiu Fai, Youdey 2/2 FeR PR e 2/2
Nomination Committee REEES

The Nomination Committee was set up in March 2012 with specific
terms of reference. The terms of reference of the Nomination
Committee which are available on the websites of the Stock
Exchange and the Company have included the duties which are
set out in code provision A.5.2 of the Code, with appropriate
modifications when necessary.

The Nomination Committee, will take into consideration a candidate’s
qualification, experience, expertise, knowledge and diversity of
perspectives, the requirements applicable to the Company and the
structure and composition of the Board. The Nomination Committee
identifies, reviews and nominates with diligence and care that
candidates suitably qualified as Board members before making
recommendation to the Board for their final appointment. Factors
such as gender, age, cultural and educational background, and
professional experience will also be taken into account to maintain a
balanced composition and diversity of perspectives of the Board.

After annual assessment by the Nomination Committee at a meeting
as at the date of this annual report, the Company considers under
the policy of board diversity, that the Board is currently composed of
diversified members of different gender and age, with education in
economic, legal, accounting and chemical engineering respectively
from leading universities in China (including Hong Kong) and
England. Business and professional experiences of the Board
are even diversified which include but not limited to, multinational
entrepreneurship, listed companies directorship in Hong Kong,
Shanghai and Shenzhen, legal practices in Hong Kong, corporation
finance and investment banking, accounting and auditing, and
financial management.

REZEEVR_T—_F=AKL ' WiIH
FrEBRRE - IR B8 BEsE (Y
KRB P R AN R BB ER) BHETRIZ ST
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TEHEEERT -
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BOARD COMMITTEES (continued)

Nomination Committee (continued)

The Nomination Committee currently comprises four members,
the Chairman and Managing Director of the Company, Mr. Kwan
Man Fai as the chairman of the Nomination Committee and three
Independent Non-executive Directors of the Company namely, Mr.
Wong Man Hin, Raymond, Mr. Lam Ka Wai, Graham and Mr. Chan
Yiu Fai, Youdey.

During the year under review, Ms. Lo Fong Hung resigned as a
member and the chairman of the Nomination Committee on 1 March
2017 and Mr. Kwan Man Fai was appointed as the chairman of the
Nomination Committee on 1 March 2017.

During the year under review, two meetings were held and the
Nomination Committee had reviewed and adopted the existing
policy for the nomination of Directors. The individual attendance of
members are as follows:

EEZEE(H)

REZEE(H)
REZESHAHMOEKEAR - BREAR
BXEREFHCERURLEETIREZ
BEFF  MARR=ZEBIINTESS
XHTE  MREFEERRBELE -

REEFERN  BHARLIN _T—LF=
A—RBEREZEe@XERTE  MEX
BEER - Z—t+F=A—REZERRESR
ZEE®EF -

REBFER RHRZESRRTMAE
& R ERRA B - WERARE 2K
% o AR B Z M ERRER T

Number of HE
meetings attended/ SBRRE
Name of members eligible to attend KEHE BERHE
Kwan Man Fai (appointed as Chairman on BAXEB(R-_T—tF
1 March 2017) =A—BEZER
2/2 FE) 2/2
Wong Man Hin, Raymond 2/2 ERC| 2/2
Lam Ka Wai, Graham 2/2 MK EL 2/2
Chan Yiu Fai, Youdey 2/2 PR R e 2/2
Lo Fong Hung (resigned as member and BAL(N-_B—+%
Chairman on 1 March 2017) 2/2 —A—HEBIKE
RERE) 2/2
CORPORATE GOVERNANCE TEER

The Company is dedicated to maintaining a high standard of
corporate governance and the Board is responsible for performing
the corporate governance duties as stipulated in the Listing Rules.
During the year under review, the Board committees had developed
and reviewed the Company’s policies and practices on corporate
governance; reviewed and monitored the training and continuous
professional development of Directors and senior management;
reviewed and monitored the Company’s policies and practices on
compliance with legal and regulatory requirements and reviewed
the compliance with the Code and disclosure in the Corporate
Governance Report.
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DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility to present a balanced,
clear and understandable assessment relating to annual and interim
reports, inside information and price-sensitive announcements and
other financial disclosures under the Listing Rules, and reports
to regulators as well as to information required to be disclosed
pursuant to statutory requirements. As at 31 March 2017, the
Directors of the Company are not aware of any material uncertainties
relating to events or conditions which may cast significant doubt
upon the ability of the Company to continue as a going concern.
The statement of the external auditor of the Company about their
reporting responsibilities on the consolidated financial statements is
set out in the Independent Auditor’s Report from page 58 to page 60
of this annual report.

RISK MANAGEMENT AND INTERNAL CONTROL
During the year, the Group has complied with code provision C.2 of
the Code by establishing appropriate and effective risk management
and internal control systems. Management is responsible for the
design, implementation and monitoring of such systems, while the
Board oversees management in performing its duties on an ongoing
basis. Main features of the risk management and internal control
systems are described in the sections below:

Risk Management System

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

° Identification: 1dentify ownership of risks, business objectives
and risks that could affect the achievement of objectives.

° Evaluation: Analyze the likelihood and impact of risks and
evaluate the risk portfolio accordingly.

o Management: Consider the risk responses, ensure effective
communication to the Board and ongoing monitor the residual
risks.

Based on the risk assessments conducted in 2016/17, no significant
risk was identified.
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RISK MANAGEMENT AND INTERNAL CONTROL
(continued)

Internal Control System

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

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

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

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

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

° Monitoring: Ongoing and separate evaluations to ascertain

whether each components of internal control is present and
functioning.
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RISK MANAGEMENT AND INTERNAL CONTROL
(continued)

Internal Control System (continued)

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

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

° confidentiality agreements are in place when the Group enters
into significant negotiations; and

° the executive Directors are designated persons who speak
on behalf of the Company when communicating with external
parties such as the media, analysts or investors.

Based on the internal control reviews conducted in 2016/17, no
significant control deficiency was identified.

Internal Auditors

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

An |IA plan has been approved by the Board. According to the
established plan, review of the risk management and internal control
systems is conducted semi-annually and the results are reported to
the Board via Audit Committee afterwards.
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RISK MANAGEMENT AND INTERNAL CONTROL
(continued)

Effectiveness of the Risk Management and Internal Control
Systems

The Board is responsible for the risk management and internal
control systems of the Group and ensuring review of the
effectiveness of these systems has been conducted semi-annually.
Several areas have been considered during the Board’s reviews,
which include but not limited to:

(i) the changes in the nature and extent of significant risks since
the last annual review, and the Group’s ability to respond to
changes in its business and the external environment; and

(i)  the scope and quality of management’s ongoing monitoring of
risks and of the internal control systems.

The Board, through its reviews and the reviews made by IA function
and Audit Committee, concluded that the risk management
and internal control systems were effective and adequate. Such
systems, however, are designed to manage rather than eliminate
the risk of failure to achieve business objectives, and can only
provide reasonable and not absolute assurance against material
misstatement or loss. It is also considered that the resources, staff
qualifications and experience of relevant staff were adequate and the
training programmes and budget provided were sufficient.
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AUDITOR’S REMUNERATION

For the year under review, fees paid or payable to the auditor of the
Company, Crowe Horwath (HK) CPA Limited, and its affiliates by the
Group are as follows:

A G
REBFER - AREEARER AR
BMEEEE (BB BB ERAR
REBBARZBRAMT :

Audit services EANZIRTE
Non-audit and taxation services IEEAZ RIS ARTS
Total 4=t
COMPANY SECRETARY

The Company Secretary of the Company is Mr. Li Chun Fung (“Mr.
Li”), who has day-to-day knowledge of the Company’s affairs.
Mr. Li has taken over 15 hours of relevant professional training in
accordance with Rule 3.29 of the Listing Rules during the year under
review.

SHAREHOLDER’S COMMUNICATIONS

A Shareholders Communication Policy was adopted on 27 March
2012 to ensure that shareholders are provided with ready, equal and
timely access to balanced and understandable information about the
Company. The policy was available on the Company’s website. The
Company has established various channels of communications with
its shareholders such as publication of interim and annual reports,
press release and announcement of the latest development of the
Company in a timely manner. The annual general meeting provides
an opportunity for shareholders to exchange views with the Board.
External auditor is also available at the annual general meeting to
address shareholders’ queries. Moreover, resolutions are proposed
at annual general meeting on each substantially separate issue,
including the election of individual directors.

The 2017 annual general meeting of the Company will be held on
7 September 2017. A notice of annual general meeting will be sent
to the shareholders of the Company at least 20 clear business days
before the meeting.
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SHAREHOLDERS’ RIGHTS

Shareholders holding at the date of deposit of the requisition not
less than one-tenth of the paid up capital of the Company carrying
the right of voting at general meetings of the Company shall at all
times have the right, by written requisition sent to the Company’s
registered office and its principal office in Hong Kong for the
attention of the Board or the Company Secretary, to require a
special general meeting (the “SGM”) to be called by the Board for
the transaction of any business specified in such requisition; and
such meeting shall be held within two (2) months after the deposit
of such requisition. The written requisition must state the purposes
of the general meeting, signed by the shareholder(s) concerned
and may consist of several documents in like form, each signed by
one or more of those shareholders. If the requisition is in order, the
Company Secretary will ask the Board to convene a SGM by serving
sufficient notice in accordance with the statutory requirements to
all the registered shareholders. On the contrary, if the requisition is
invalid, the shareholders concerned will be advised of this outcome
and accordingly, a SGM will not be convened as requested.

Shareholder(s) of the Company holding (i) not less than one-twentieth
of the total voting rights of all shareholders having the right to vote
at the general meeting; or (i) not less than 100 shareholders, can
submit a written request stating the resolution intended to be moved
at the annual general meeting (the “AGM”) or a statement of not
more than 1,000 words with respect to the matter referred to in any
proposed resolution or the business to be dealt with at a particular
general meeting. The written request/statements must be signed
by the shareholder(s) concerned and deposited at the Company’s
registered office and its principal office in Hong Kong for the attention
of the Company Secretary, not less than six weeks before the AGM
in the case of a requisition requiring notice of a resolution and not
less than one week before the general meeting in the case of any
other requisition. If the written request is in order, the Company
Secretary will ask the Board (j) to include the resolution in the agenda
for the AGM; or (i) to circulate the statement for the general meeting,
provided that the shareholder(s) concerned have deposited a sum
of money reasonably determined by the Board sufficient to meet
the Company’s expenses in serving the notice of the resolution
and/or circulating the statement submitted by the shareholder(s)
concerned in accordance with the statutory requirements to all the
registered shareholders. On the contrary, if the requisition is invalid
or the Shareholder(s) concerned have failed to deposit sufficient
money to meet the Company’s expenses for the said purposes,
the shareholder(s) concerned will be advised of this outcome and
accordingly, the proposed resolution will not be included in the
agenda for the AGM or the statement will not be circulated for the
general meeting.

NAN NAN RESOURCES ENTERPRISE LIMITED & RSZ£AMR AT

IR ERER
EMREEZRKARABEINDRARRER
BAR(MARARNRRBERAGRE 2 M)+
DL —Z BRI EAEHRIGERAEE SN
NAMEZHERER(DERBEEENX
BERERRRZAMPERRBEIERS
B BREZSARBRRFIARS ([BRER
FrRlKE ) ABRIEA B EKP IR 2ERF
H: MEZAERR2EZERKEMQ)EA
M7 - EEERVETIRBRASED
HAERBRREE  YABEZHARIEAZ
Xt M X —BHA LR ERERR
F o WMBERBZE  BIRAMEREBRE
EEREAEREECRRELRIVENE
KEZSARBREINAEG - RZ - HER
BEN - AABBRRSEBANLER  BR
FRIAEK T EREKAH

HARBARROINBERAE LRHE2EK
RZBEBREENDR Tz — (i) T
R—BREER - BIAHeREmER - 5%
REREFAE((RREFAE]) L8ZE
RFFER  RER D IEB - TF R
RAEFRZZABRRMBAEE @ SR
BERRAG LRIBZEH - EHER R
MAERERERREE - ANBEREAFAS
BT PRNER (HELKFRERBA) K
BRRAGET DR —IBAT (MR EREM
ER) FRARF MM ER LTS EMR
R BRARME - HEEERZE - A7
WERBREZG()HRBRIARRAEAF

SR HEMRERAGR - AR
BRAXNESEEEZAESEEM - U
BARRA RN RIBEEZKAZEES
R FERBRBI N, LIRS ERIERE
BRAARERRZFAN - R2Z - HEREE
R SRR ARRE N R AEAEARE
s ERTTEI S NS - BIRAEREACR & ALt
R MEBABRSELTEHARRE
FREHE  IWRAEH A SEHBRA -



CORPORATE GOVERNANCE REPORT ¥ &Rk &

SHAREHOLDERS’ RIGHTS (continued)

Shareholders and other stakeholders may at any time send their
enquiries and concerns to the Board by addressing them to the
Company Secretary by post, fax or email. The contact details are set
out as below:

Registered office: Clarendon House,
2 Church Street,
Hamilton HM 11, Bermuda

Principal place of 8/F., Tower 2,
business in Admiralty Centre,
Hong Kong: 18 Harcourt Road,

Admiralty, Hong Kong

Postal address: 8/F., Tower 2,
Admiralty Centre,
18 Harcourt Road,
Admiralty, Hong Kong

Tel: 2248 0188
Fax: 2918 9931
Email: info@nannanlisted.com

INVESTOR RELATIONS

During the year under review, there were no change in the
Memorandum of Association and Bye-laws of the Company.
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REPORT OF THE DIRECTORS

The directors of the Company (the “Directors”) present their report
and the audited consolidated financial statements of the Company
and its subsidiaries (the “Group”) for the year ended 31 March 2017.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The subsidiaries of
the Company are principally engaged in mining and sales of coal.

RESULTS AND DIVIDENDS

The Group’s results for the year ended 31 March 2017 and the state
of affairs of the Company and the Group at that date are set out
in the consolidated financial statements on pages 61 to 166. The
Board does not recommend the payment of any dividend for the
year ended 31 March 2017.

BUSINESS REVIEW

A review of the Group’s business for the year ended 31 March
2017, a discussion on the Group’s future business development and
principal risks and uncertainties that the Group is facing are provided
in the sections headed “Chairman’s Statement” on pages 4 to 7
and “Management Discussion and Analysis” on pages 8 to 19 of the
annual report.

The financial risk management objectives and policies of the Group
are set out in note 5 to the consolidated financial statements.

Other than the transaction of extending the Convertible Bond of the
Company announced on 7 March 2017, no important event affecting
the Group had occurred since the end of the year ended 31 March
2017.

The Company promotes the culture of adhering to the high ethical
standards of business conduct and commits to complying with all
prevailing laws and regulations in all its operating regions. During the
year, the Company did not aware of any material non-compliance or
breach of legislation.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the published results, assets and liabilities, and
non-controlling interests of the Group for the last five financial years,
as extracted from the audited consolidated financial statements is
set out on pages 167 to 168 of the annual report. This summary
does not form part of the audited consolidated financial statements.
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REPORT OF THE DIRECTORS x4

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year are set out in note 14 to the consolidated
financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital are set out in
notes 24(b) to the consolidated financial statements. The Company
does not adopt share option scheme.

CONVERTIBLE BOND
Details of the Convertible Bond issued by the Company during the
year are set out in note 25 to the consolidated financial statements.

EQUITY-LINKED AGREEMENTS

Save as disclosed in the section headed “Convertible Bond” of this
report and note 25 to the consolidated financial statements, no
equity-linked agreement was entered into by the Company during
the financial year.

RELATIONSHIPS WITH KEY STAKEHOLDERS

The Company recognises that our management, employees,
customers and business partners (including suppliers, financial
institutions and academic bodies) are key stakeholders to the
Company’s success. We strive to achieve corporate sustainability
through engaging our management and employees, providing quality
products to our customers, collaborating with business partners to
deliver quality sustainable products and services and supporting our
community.

ENVIRONMENTAL, POLICIES AND PERFORMANCE
In accordance with Rule 13.91 of the Listing Rules, the Company will
publish an Environmental, Social and Governance (“ESG”) Report
within three months after the publication of this annual report in
compliance with the provisions set out in the ESG Reporting Guide
in Appendix 27 to the Listing Rules.

PERMITTED INDEMNITY PROVISION

The Company’s Bye-laws provided that all Directors and officers
of the Company shall be indemnified and secured harmless out of
the assets and profits of the Company from and against all actions,
costs, charges, losses, damages and expenses which they shall or
may incur or sustain by or by reason of any act done, concurred
in or omitted in or about the execution of their duty. Directors’ and
officers’ liability insurance is arranged to cover the Directors and
officers of the Company and its subsidiaries against any potential
costs and liabilities arising from claims brought against them.
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RETIREMENT SCHEME

The Group has arranged for its Hong Kong employees to join the
Mandatory Provident Fund Scheme (“the MPF Scheme”), a defined
contribution scheme managed by an independent trustee. Under the
MPF Scheme, each of the Group (the employer) and its employees
make monthly contributions to the scheme generally at 5% of the
employees’ earnings as defined under the Mandatory Provident Fund
legislation. The monthly contributions of each of the employer and
the employee are subject to a maximum contribution of HK$1,500
per month (for period after 1 June 2014) and thereafter contributions
are voluntary. The Group has no further obligation for post-retirement
benefits beyond the contributions.

As stipulated by rules and regulations in Mainland China, the Group
contributes to state-sponsored retirement plans for employees
of its subsidiaries established in Mainland China. The employees
contribute up to approximately 8% of their basic salaries, while the
Group contributes approximately 17% to 22% of such salaries. The
Group has no further obligations for the actual payment of pensions
or post-retirements benefits beyond these contributions. The state-
sponsored retirement plans are responsible for the entire pension
obligations payable to retired employees.

REMUNERATION POLICY

Remuneration policy of the Company is reviewed regularly, making
reference to market condition and performance of the Company and
individual staff (including the Directors). The remuneration policy and
remuneration packages of the Directors and management team are
reviewed by the Remuneration Committee and the Board which are
detailed in the paragraph headed “Remuneration Committee” under
the Corporate Governance Report from pages 30 to 31.

RELATED PARTY TRANSACTIONS
Details of the related party transactions set out in note 28 to the
consolidated financial statements.

CONNECTED TRANSACTION AND CONTINUING
CONNECTED TRANSACTION

During the year, the Company did not have any connected
transactions or continuing connected transactions which were
subject to the reporting requirements under chapter 14A of the
Listing Rules.
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MAJOR EVENTS

Progress of the Optimization and Upgrading Plan* and the
Updated Optimization and Upgrading Plan*#

Pursuant to the instructions from the National Development and
Reform Commission of the PRC, the Department of Land and
Resources of Xinjiang Uygur Autonomous Region (the “Xinjiang
Land Department”) had to plan for a management restructuring of
seven different coal mines (including the Zexu Mine) in the Xiheishan
Mining Area (the “Optimization and Upgrading Plan”), consolidating
some smaller mines together so as to increase the size efficiency
(for details, please refer to the Company’s announcement dated
11 November 2011). After being informed of this Optimization and
Upgrading Plan, the Board has requested our management in
Xinjiang to conduct frequent meetings and negotiations with the
Xinjiang Land Department and other relevant government authorities
in order to protect the Company’s interest in relation to the
exploration permit of the Zexu Mine (the “Exploration Permit”).

According to the letter dated 13 June 2012 issued by the
Administrative Bureau of Coal Industry of Changji Prefecture (the
“Changji Administrative Bureau”) informing the updated status
of the Optimization and Upgrading Plan, the following proposals
(the “Updated Optimization and Upgrading Plan”) in relation to the
Company’s Kaiyuan Mine and Zexu Mine have been submitted to
the working group head office for coal industry structural upgrade
work of Xinjiang Uygur Autonomous Region for consideration and
approval:

1. The Company’s Kaiyuan Mine would be restructured and
upgraded, and the exploration right in the Zexu Mine granted
to the Company would be terminated; and

2. The mining area of the Kaiyuan Mine, where the Company
is now conducting mining activities, was proposed to be
increased from 1.1596 square kilometers to 4.12 square
kilometers, with the estimated coal resources of approximately
131.18 million tonnes.

As at the date hereof, the Company has still not yet received any
written notification from the relevant Xinjiang government department
in respect of the approval of the Updated Optimization and
Upgrading Plan.
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MAJOR EVENTS (continued)

Progress of the Optimization and Upgrading Plan* and the
Updated Optimization and Upgrading Plan* (continued)

As stated in the Company’s announcement dated 21 March 2014,
the Exploration Permit of the Zexu Mine of the Company originally
expired on 20 February 2014. Concerned that the Company’s
position and rights in the Optimization and Upgrading Plan might be
compromised since the Updated Optimization and Upgrading Plan
had still not then been approved by the Xinjiang Uygur Autonomous
Region Government, the Company through its Xinjiang staff has
continued to make informal representations to Chinese officials
urging them to exercise administrative discretion to renew the
Exploration Permit despite the fact that the Company had earlier
obtained a PRC legal opinion advising the Company no further
renewal beyond 20 February 2014 could be obtained for Zexu Mine
Exploration Permit. Eventually, on 19 March 2014, the Company
obtained a renewal permit from Xinjiang Land Department granting
the renewal of the Exploration Permit from 25 February 2014 to
25 February 2016. On 19 May 2016 and on 16 May 2017, the
Company further obtained the renewal of the Exploration Permit with
valid period from 5 April 2016 to 5 April 2017 and from 16 May 2017
to 16 May 2019 respectively.

# “Optimization and Upgrading Plan” was previously referred to as
“Management Restructuring Plan” in the announcement of the Company
dated 11 November 2011 and in the announcements, notices, circulars,
interim reports and annual reports of the Company thereafter.

L “Updated Optimization and Upgrading Plan” was previously referred to as
“Updated Restructuring Proposals” in the announcement of the Company
dated 15 June 2012 and in the announcements, notices, circulars, interim
reports and annual reports of the Company thereafter.

PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE OR REDEMPTION OF SHARES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s shares.

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 24(a) to the consolidated financial
statements and in the consolidated statement of changes in equity
respectively.
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DISTRIBUTABLE RESERVES

As at 31 March 2017, the Company had no retained profits
available for cash distribution and/or distribution in specie. Under
the Companies Act 1981 of Bermuda, the Company’s contributed
surplus of HK$128,013,000 may be distributed under certain
circumstances. In addition, the Company’s share premium account
with a balance of HK$191,534,000 may be distributed in the form of
fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2017, sales to the Group’s five largest
customers accounted for 75.81% of the total sales for the year and
sales to the largest customer included therein amounted to 28.10%.
Purchases of goods and services from the Group’s five largest
suppliers accounted for 95.76% of the total purchases for the year
and purchases from the largest supplier included therein amounted
t0 54.02%.

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

Executive Directors:
Kwan Man Fai
(Chairman and Managing Director with effect from 1 March 2017)

Lo Fong Hung
Wang Xiangfei
(Wong Sze Wai as his alternate Director with effect from 18 July 2017)

Independent Non-executive Directors:
Wong Man Hin, Raymond

Lam Ka Wai, Graham

Chan Yiu Fai, Youdey

In accordance with bye-law 87 of the Company’s Bye-laws, Mr.
Kwan Man Fai and Mr. Lam Ka Wai, Graham will retire by rotation
and being eligible, offer themselves for re-election at the forthcoming
annual general meeting.

BIOGRAPHY OF DIRECTORS AND SENIOR
MANAGEMENT

Biographical details of the Directors and the senior management of
the Group are set out on pages 20 to 23 of the annual report.
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CHANGES IN DIRECTORS’ INFORMATION

Changes in the information of the Directors required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules subsequent to the
publication of the 2016 Interim Report of the Company are set out
below:

(1)  Mr. Kwan Man Fai (“Mr. Kwan”) has been appointed as the
Chairman and Managing Director and the chairman of the
Nomination Committee of the Company with effect from 1
March 2017 and the emolument of Mr. Kwan was changed to
HK$720,000 per annum with effect from 1 March 2017;

(2) Ms. Lo Fong Hung (“Ms Lo”) has resigned as the Chairman
and Managing Director, the chairman and a member of the
Nomination Committee of the Company with effect from 1
March 2017 and the emolument of Ms. Lo was changed to
HK$480,000 per annum with effect from 1 March 2017;

(8) Subsequent to a review of Directors’ duties and responsibilities
in the Company as well as the market conditions at the Board
meeting on 20 June 2017, the Directors’ emoluments were
approved and revised by the Board with effect from 1 April
2017. The annual emoluments of Independent Non-executive
Directors, namely Mr. Lam Ka Wai, Graham, Mr. Wong Man
Hin, Raymond and Mr. Chan Yiu Fai, Youdey, were changed
from HK$288,000 to HK$336,000. The annual emoluments of
Executive Directors, namely Ms. Lo Fong Hung and Mr. Wang
Xiangfei, were changed from HK$480,000 to HK$528,000.
The annual emolument of the Chairman and Managing Director
of the Company, Mr. Kwan Man Fai, was changed from
HK$720,000 to HK$792,000

(4)  The service agreements of the Independent Non-executive
Directors, namely Mr. Lam Ka Wai, Graham, Mr. Wong Man
Hin, Raymond and Mr. Chan Yiu Fai, Youdey, entered with
the Company expired on 24 March 2017 and their service
agreements had been extended for one year commencing on
25 March 2017;

(5) The service agreements of the Executive Directors, namely
Mr. Kwan Man Fai, Ms. Lo Fong Hung and Mr. Wang Xiangfei,
entered with the Company expired on 24 March 2017 and
their service agreements had been extended for one year
commencing on 25 March 2017; and

(6) Mr. Wang Xiangfei, the Executive Director has appointed Mr.

Wong Sze Wai as his alternate Director with effect from 18 July
2017.
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DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company, which is
not determinable by the Company within one year without payment
other than statutory compensation.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

No Director or his/her connected entity had a material interest,
whether directly or indirectly in any transactions, arrangements and
contract of significance to the business of the Group to which the
Company or any its subsidiaries was party at the end of the year or
at any time during the year.

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

As at 31 March 2017, the interests and short positions of the
directors and chief executives of the Company in the shares,
underlying shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQO”)), as recorded in the register required
to be kept under Section 352 of the SFO or otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules were as
follows:

Long positions
Interests in shares of an associated corporation of the Company
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES (continued)

Notes:

1. Ms. Lo Fong Hung (“Ms. Lo”"), an executive director of the Company,
is interested in 3,000 shares in New Bright International Development
Limited (“New Bright”), representing 30% of the issued share capital of
New Bright, which currently owns 70% shareholding interests in China
Sonangol International Limited (“China Sonangol”). China Sonangol is the
holding company of Ascent Goal Investments Limited (“Ascent Goal”), and
the controlling shareholder of the Company. The shareholding interests of
Ascent Goal in the Company is set out in the section headed “Substantial
Shareholders’ Interests and Short Positions in Shares and Underlying
Shares” of this report.

2. Mr. Wang Xiangfei is the husband of Ms. Lo and is deemed to be interested
in 3,000 shares of New Bright under the SFO.

3. Ms. Lo owns 30% of the issued share capital of New Bright which in turn
is interested in 70% of China Sonangol. China Sonangol is the holding
company of Ascent Goal. Thus, Ms. Lo has an attributable interest in
569,616,589 shares of the Company and a HK$200,000,000 convertible
bond at the conversion price of HK$0.20 (the “Convertible Bond”) per
share giving rise to an interest in 1,000,000,000 underlying shares of the
Company.

Save as disclosed above, as at 31 March 2017, neither the Directors
nor the chief executive of the Company had any interests or short
positions in the shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Neither the Company nor any of its subsidiaries was a party to any
arrangements to enable the Directors to acquire benefits by means
of the acquisition of shares in, or debentures of, the Company or any
other body corporate at any time during the year or at the end of the
year.

SHARE OPTION SCHEME
The Group has not adopted any share option scheme during the
year.
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SUBSTANTIAL SHARESHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 March 2017, the following persons (other than directors or
chief executive of the Company) had interests or short positions in
the shares and underlying shares of the Company as recorded in the
register required to be kept under Section 336 of the SFO:

Long positions in shares or underlying shares of the Company
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Number of shares held sharesheld BETRA
Name of Shareholders Notes  Nature of interest shares held Fri5iEmE FRROR  BOESH
BREEB,/ HE M BEtE FRRGEE RAEE  HEROEH GiED)
Ascent Goal 14 Beneficial owner 569,616,589  1,000,000,000  1,569,616,589 205.08%
i ERBEBA
China Sonangol 2,4 Interests of controlled 569,616,689  1,000,000,000  1,569,616,589 205.08%
ZHER corporation
REEE 2w
New Bright 2,4 Interests of controlled 569,616,589  1,000,000,000  1,569,616,589 205.08%
g5 corporation
REEE R
Ms. Fung Yuen Kwan, Veronica 34 Interests of controlled 569,616,689  1,000,000,000  1,569,616,589 205.08%
ok ey ot corporation
REEE R
Africa Israel Investments Ltd. 5 Beneficial owner 45,000,000 - 45,000,000 5.88%
EREBA
Mr. Lev Leviev 5 Beneficial owner 1,000,000 - 1,000,000 0.13%
Lev Levievit & EaEEA
5 Interests of controlled 74,000,000 - 74,000,000 9.67%
corporation
REEE 2 En
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SUBSTANTIAL SHARESHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES (continued)

Long positions in shares or underlying shares of the Company

(continued)
Notes:

1. Ascent Goal was directly interested in 569,616,589 shares and a further
1,000,000,000 underlying shares which may be fully allotted and issued
if the Convertible Bond are converted at the conversion price of HK$0.20
per share. These 1,569,616,589 shares were held by Ascent Goal directly
as beneficial owner. It includes (i) interests in 569,616,589 shares and (ii)
the Convertible Bond giving rise to an interest in 1,000,000,000 underlying
shares.

2. Since Ascent Goal is a wholly-owned subsidiary of China Sonangol which
is beneficially owned as to 70% by New Bright, the interests of Ascent Goal
is deemed to be the interests of China Sonangol and in turn the interests of
New Bright under the SFO.

3. Ms. Fung Yuen Kwan, Veronica is deemed to have interests in the shares
and underlying shares through her 70% interest in New Bright.

4, The 569,616,589 shares and 1,000,000,000 underlying shares under the
Convertible Bond represent 74.42% and 130.66% of the existing issued
share capital of the Company respectively, thus the total of 569,616,589
shares and 1,000,000,000 underlying shares represent 205.08% of the
existing issued share capital of the Company. The conversion rights
attaching to the Convertible Bond will not be exercised and the Company
will not issue the conversion shares if, immediately following the conversion,
the Company would be unable to meet the public float requirement under
the Listing Rules.

5. For the shares held by Mr. Lev Leviev, of these shares, 45,000,000 shares
were held by Africa Israel Investments Ltd., a company controlled by Mr.
Lev Leviev through his 74.89% interests in Africa Israel Investments Ltd.;
29,000,000 shares were held by Memorand Management (1998) Ltd.,
a company controlled by Mr. Lev Leviev through his 99% interests in
Memorand Ltd.; and 1,000,000 shares were held by Mr. Lev Leviev directly.

6. The approximate percentage of shareholdings is based on 765,373,584
shares as at 31 March 2017, not the enlarged issued share capital of the
Company upon full conversion of the Convertible Bond.

Save as disclosed above, as at 31 March 2017, the Company had
not been notified by any persons (other than the Directors and
chief executive of the Company, whose interests are set out in the
section headed “Directors’ and Chief Executives’ Interests and
Short Positions in Shares and Underlying Shares” above), who had
interests or short positions in the shares or underlying shares of
the Company as recorded in the register required to be kept under
Section 336 of the SFO.
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REPORT OF THE DIRECTORS x4

DIRECTORS’ INTERESTS IN COMPETING BUSINESS
No Director had interests in a business which competes or is likely
to compete, either directly or indirectly, with the businesses of the
Group, as defined in the Listing Rules, during the year and up to the
date of this report.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this report, based on the information that is publicly
available to the Company and within the knowledge of the Directors,
over 25% of the issued share capital of the Company is held by the
public as required under the Listing Rules.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent non-
executive Directors an annual confirmation of independence pursuant
to Rule 3.13 of the Listing Rules and considers all the independent
non-executive Directors to be independent.

AUDITOR

Crowe Horwath (HK) CPA Limited (“Crowe Horwath”) will retire
as the auditor of the Group with effect from the conclusion of the
forthcoming annual general meeting of the Company and will not
offer themselves for re-appointment. The Board has resolved to
propose the appointment of Mazars CPA Limited as the new auditor
of the Company to replace Crowe Horwath. Upon the approval of
the shareholders of the Company at the forthcoming annual general
meeting, Mazars CPA Limited will hold office until the next annual
general meeting of the Company.

On Behalf of the Board

Kwan Man Fai
Chairman and Managing Director
Hong Kong, 20 June 2017
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INDEPENDENT AUDITOR’S REPORT

B ZBERE

A\ Crowe Horwath.

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS
OF NAN NAN RESOURCES ENTERPRISE LIMITED
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Nan Nan
Resources Enterprise Limited (“the Company”) and its subsidiaries
(together “the Group”) set out on pages 61 to 166, which comprise
the consolidated statement of financial position as at 31 March
2017, and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including
a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
March 2017, 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
requirement of the Hong Kong Companies Ordinance.
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INDEPENDENT AUDITOR’S REPORT &7 & B ff iR &

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSASs”) 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.

KEY AUDIT MATTERS

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

Impairment assessment on coal mines related non-current

assets

Refer to notes 4(a), (b), (c) and 14 and 15 to the consolidated
financial statements and the accounting policy note 3()) on pages 89

to 94.

The Key Audit Matter
HRELEHE

FAREFSHGE)
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3() °

How the matter was addressed in our audit

BMzERNMEEZEE

We identified non-current assets impairment assessment
on coal mines related non-current assets as a key
audit matter due to significant judgment made by
management in determining the recoverable amounts of
the corresponding cash-generating units.

Owing to drop of selling price during the year and the
overall gross profit margin of the Group decreased
for the year, the management identified certain non-
current assets relating to coal mines having impairment
indications. The management engaged an independent
valuer to assess the impairment on coal mines related
non-current assets. The impairment assessment involves
management’s judgement in certain areas including the
discount rate and the underlying cash flow projection
based on the future market supply and demand
conditions. Any changes in management’s judgement
may result in significant financial impact to the Group.

As set out in note 15 to the consolidated financial
statements, the management concluded that the
recoverable amount of the cash-generating unit was
higher than its carrying value and no impairment provision
was required for the current year. The recoverable
amounts of the cash-generating unit were determined by
value in use method.

Our procedures in relation to management’s impairment
assessment on coal mines related non-current assets
included:

- Evaluating the competence, capabilities and
objectivity of the independent valuer engaged by
management to assess the impairment on coal
mines related non-current assets;

- Involving our internal valuation specialists to assist
us in assessing the valuation methodologies
adopted in the valuation with reference to
the requirements of the prevailing accounting
standards;

- Challenging the suitability of the source data as the
basis for the valuation by comparing key financial
information in the source data with the financial
statements and operational forecast prepared by
management;

- Challenging the key assumptions underlying the
operational forecasts by comparison with historical
financial performance together with market and
other externally available information;

- Assessing the discount rates applied in the cash
flow forecasts, with the assistance of our internal
valuation specialists, by benchmarking against
those of similar companies in the markets;

- Re-performing management’s calculations of
the sensitivity of the key assumptions adopted in
the cash flow forecasts and considering possible
management bias in the selection of assumptions.
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KEY AUDIT MATTERS (continued)

Impairment assessment on coal mines related non-current

assets (continued)
The Key Audit Matter
BREREE
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How the matter was addressed in our audit
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KEY AUDIT MATTERS (continued)

Convertible bond designated as financial liabilities at fair value

through profit or loss

Refer to notes 4(d) and 25 to the consolidated financial statements

and the accounting policy note 3(h) on pages 79 to 86.

The Key Audit Matter
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How the matter was addressed in our audit

Bz ERNEREZER

As at 31 March 2017, the fair value of convertible bond
designated as financial liabilities at fair value through
profit or loss was HK$261,616,000.

We identified the valuation of convertible bonds as a key
audit matter due to the valuation of convertible bond
designated as financial liabilities at fair value through
profit or loss and the related disclosures require market
data and modelling techniques which rely on a range of
inputs. Where observable market data are not available,
or where instruments are not liquid, estimates must be
developed based on the most appropriate source data.
These estimates are subject to significant judgement. In
addition we have identified the disclosure of the fair value
of convertible bond in the fair value hierarchy as an area
of focus. Besides, the recognition and measurement
of convertible bond involved significant judgement and
estimates by management. Management engaged
the independent valuer to perform the valuation of
convertibles bond.
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Our procedures in relation to the convertible bond
designated as financial liabilities at fair value through
profit or loss included:

- Evaluating the independent valuer’s competence,
capabilities and objectivity;

- Involving our internal valuation specialists to assess
the appropriateness of the valuation methodology,
and assess the reasonableness on the key inputs
used by the independent valuer and agreed by
management including the discount rate and share
price; and

- Engaging our internal valuation specialists to
evaluate the sensitivity analysis performed by the
independent valuer in relation to the fluctuation on
the discount rate and share price of the Company’s
shares.

BABLEE AR AFEIRYHERSNEEZ SRAE
ZABBRES 2 EREF R

—  FHEBfAER AL ~ BN REEIE

—  HRMARSGEESRHEBEDEREEE - &F
BB HEMMAREREMRE 2 EXREARE
(BRMREEBEE)NGERE &

—  ZEIMAABGEERAFEE L AEMMIER X
K BERABNZBEREDAE R BEREDT o

NAN NAN RESOURCES ENTERPRISE LIMITED & RSZ£AMR AT



INDEPENDENT AUDITOR’S REPORT &7 & B ff iR &

INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR’S REPORT
THEREON

The directors are responsible for the other information. The other
information comprises all the information included in the annual
report, but does not include the consolidated financial statements
and our auditor’s report thereon.

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

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors 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 directors are assisted by the Audit Committee in discharging
their responsibilities for overseeing the Group’s financial reporting
process.
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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. This report is solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

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 any audit in accordance with HKSAs, we exercise
professional judgment and maintain professional scepticism
throughout the audit. We also:

- 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.

- 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.

- Evaluate the appropriateness of accounting polices used
and the reasonableness of accounting estimates and related
disclosures made by the directors.
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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 a 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 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.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS
(continued)

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with the Audit Committee, 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.

The engagement director on the audit resulting in this independent
auditor’s report is Chan Wai Dune, Charles.

Crowe Horwath (HK) CPA Limited
Certified Public Accountants
Hong Kong, 20 June 2017

Chan Wai Dune, Charles
Practising Certificate Number PO0712
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
GRRRREM2ERER

For the year ended 31 March 2017
BE-Z—tF=A=1+—-HLEE

2016
AN
HK$'000
FBT
Revenue Wz 6 73,024 59,841
Cost of sales SHE AR (48,426) (35,309)
Gross profit EF| 24,598 24,532
Other revenue Hiples 7 9,943 16,015
Selling and distribution expenses HWERDIHEMA (733) (626)
Administrative and T RHMEEER
other operating expenses (32,245) (27,813)
Finance costs b & R AR (176) (187)
Change in fair value and loss arising from AT # A% f& 5 2 A V(& # &)
modification of convertible bonds BASRT A A MR E S E £
it 25 56,034 (73,449)
Impairment loss on intangible assets and  EREE R -
property, plant and equipment B KRR EREE - (12,012)
Profit/(loss) before tax BRIADEF (E8) 9 57,421 (73,540)
Income tax expense et 10 (9,154) (6,068)
Profit/(loss) for the year FiaF(E8) 48,267 (79,608)
Other comprehensive income/(loss) HpZ2mEK A (F8)
ltems that may be reclassified HgngeEHoEE
subsequently to profit or loss: BmcIEE
Exchange difference on translation BRENEEER
of functional currency to By EB I IEN =5
presentation currency (5,787 (6,316)
Other comprehensive loss FRHEMEEEIE
for the year, net of nil tax MR EHIE (5,787) (6,316)
Total comprehensive income/(loss) for FER2EBA(EB)
the year k] 42,480 (85,924)
Profit/(loss) for the year ATNALEEFEA
attributable to: wmHL(EE)
— Owners of the Company —RRFEIEB A 48,267 (79,608)
Total comprehensive income/(loss) for the LA T ATEGERNDE
year attributable to: WA,/ (E518) 4838
— Owners of the Company —ARRNR)EA A 42,480 (85,924)
Earnings/(loss) per share SRAEF(EE)
(expressed in Hong Kong cents) (CABILZA)
— Basic —E K 12 6.31 (10.40)
_ Diluted — 12 0.65 (10.40)

The notes on pages 68 to 166 form an integral part of these financial ~ Z|&H A F 682166 B 7 i T2 S8 155
statements. RZ—EZH o
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e PR R

As at 31 March 2017
R=ZB—tF=A=+—H

2017 2016
—E—+F A
Notes HK$’000 HK$’'000
BfaE FExT FET
Non-current assets RBEE
Property, plant and equipment YE - BB NG 14 11,070 15,048
Intangible assets mPEE 15 37,787 43,176
Goodwill B 16 = -
Security deposit RiE%E 17 4,601 4,546
53,458 62,770
Current assets REBEE
Inventories FE 19 50,923 47,4083
Trade and other receivables FEWE R
HAth EURIA 20 12,517 2,425
Cash and cash equivalents BeMkIBEeEEER 22 331,606 343,587
395,046 393,415
Current liabilities REEE
Convertible bond designated as ¥6TE BAR N HES B
financial liabilities at fair value WHEBEARELE
through profit or loss BEEsAIRRES 25 = 317,650
Trade and other payables JER B S E A RS
TIE 23 56,524 52,668
Tax payable JESERTIE 4,278 3,617
(60,802) (373,935)
Net current assets RBEEFE 334,244 19,480
Total assets less current liabilities BEERRBEE 387,702 82,250

G2 / NANNAN RESOURCES ENTERPRISE LIMITED MRE# AR AT




CONSOLIDATED STATEMENT OF FINANCIAL POSITION %R & B #& iR R 3&

As at 31 March 2017
R-Z2—+tF=A=t-—-H

2017 2016
—E—t5F —E-RF
Notes HK$’000 HK$'000
Pt FEx FAET

Capital and reserves B #E
Share capital RN 24 76,537 76,537
Reserves B 38,830 (3,650)

Equity attributable to owners of the RAREE AELER

Company 115,367 72,887
Non-current liabilities FRBERE
Convertible bond designated as BT AR A TETIBRIE
financial liabilities at fair value EERARE S/
through profit or loss BEZAIBRERES 25 261,616 -
Provision for close down, restoration BAEA ~ EZERIRIE
and environmental costs BN 26 2,802 2,808
Deferred tax liabilities FEHIEEE 27 7,917 6,555
272,335 9,363
387,702 82,250
Approved and authorised for issue by the board of directors on 20 RZZE—+HF A+t HhRESSHERFE
June 2017. HETEE o
On behalf of the board RERESFS
Kwan Man Fai Wang Xiangfei
A& THR
Director Director
EE EE

The notes on pages 68 to 166 form an integral part of these financial ~ I F AR E68E 166 B 2 M FE K 52 5 W %
statements. xZ2—HD -
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
RARRBD R

Attributable to owners of the Company

ALRRAAEL
Exchange
Share Share Capital Statutory  translation Special - Accumulated
capital premium reserve reserves reserve reserve losses Total

Bx  ROEE  ERRE  iERE 0 EXRE  NABE  RHER g
(note24a() (note24afi) (note 24alil) (note 24 afiv))  (note 24 afy))
(Wxodal) (Wskoaa() (Wiodafi) (Mida(y) (HEdan)

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

T Fin T T Fir Tin Tt T

At1 Apri 2015 R=E-1FMA-A 76,537 191,634 14,882 12,266 18,042 27,143 (182,099) 158,811
Loss for the year FRER - - - - - - (79,608) (79,608)

Exchangediferenceon  AENE KR AT S
translation of functional JEREE
currency to presentafion

currency - - - - (6,316) - - (6,316)
Total other comprehensive ~ ERE MR EFREE
loss for the year - - - - (6,316) - - (6,316)

Total comprehensiveloss — FR2AFELE

for the year - - - - (6,316) - (79,608) (85,924)
Transfer b - - - 2,752 - - (2752 -
Appropriation for BEREEESY

maintenance and ok

production funds - - - 28,359 - - (28,359) -
Utlisation of maintenance ~ #&HREERES

and production funds ) - - - (28,647) - - 28,647 -
At31 March 2016 RZE—F

“A=t+-H 76,537 191,534 14,882 14,730 12,226 21143 (264,165 72,887

04 / NAN NAN RESOURCES ENTERPRISE LIMITED BA&REXHR AT



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY GREefERSE8 TR
For the year ended 31 March 2017
BE-Z—tF=A=1+—HLEE

Attributable to owners of the Company

ALRRAAEL
Exchange
Share Share Capital Statutory  translation Special - Accumulated
capital premium reserve reserves reserve reserve losses Total

Bx ROEE  ERRE  iRRE  EXRE  NABE  RHER ag
(note24afl) (note24afi) (note 24alil) (note 24 afiv))  (note 24 afy))
(Wxodaf) (Wskoaa() (Wodafi) (Mda(y) (HFday)

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

T Tin T T Fir Thn Tt T

At1 Apri 2016 R=E—ENA-H 76,537 191,634 14,882 14,730 12,226 27,143 (264,165) 72,887
Profit for the year FRET - - - - - - 48,267 48267
Exchange diforenceon  AEIEEBAZSEE
translation of functional LEREE
currency to presentation

currency - - - - (6,787) - - (6,787)
Total other comprehensive AR EFREE
loss for the year - - - - (6,787) - - (6,787)

Total comprefensive income/  £ERZEA /(B8

(loss) for the year ] - - - - (6,787) - 48,267 42,480
Transfer v - - - 1,868 - - (1,868) -
Appropriation for BEREEESY

maintenance and ok

production funds - - - 25,935 - - (25,939) -
Utlisation of maintenance ~ #ERAEES Y

and production funds B - - - (25,939) - - 25,035 -
At 31 March 2017 RIZ—tF

=A=t-8 76,537 191,634 14,882 16,598 6,439 27,143 (217,766) 115,367

The notes on pages 68 to 166 form an integral part of these financial ~ 7/#A F68% 166 B 2 Ml s 5 5% 5 M 15 1R
statements. RZ—EP ©
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66 /

CONSOLIDATED STATEMENT OF CASH FLOWS
mERERER

For the year ended 31 March 2017
BE-Z—tE=A=1+—HLEE

2017 2016
—E—tF —T—REF
HK$’000 HK$
FET FAET
Operating activities R
Profit/(loss) before tax BRELATE R, (&) 57,421 (73,540)
Adjustments for: B T5IIE B EFE
Depreciation of property, plant and VI -~ BB REETE
equipment 3,501 4,898
Amortisation of intangible assets B A Y
which was included cost of sales (T AHERA) 1,598 3,212
Impairment loss on intangible assets BEEERDE  BER
and property, plant and equipment REREEE = 12,012
Accretion expense ik 176 187
Change in fair value and loss arising BT RBIRATFEYER
from modification of convertible WHEBEAERIEZ
bond designated at fair value AMRES 2 A TEZEE R
through profit or loss BRI AR EREE ZEE (56,034) 73,449
Loss on disposal of property, HEME - BEK&
plant and equipment B it = 87
Net exchange loss P& 18558 19,318 13,880
Interest income FEMA (2,822) (5,856)
Operating cash flow before BEESEBAZ
movements in working capital REFRERE 23,158 28,329
Increase in inventories FEEMN (5,573) (22,847)
(Increase)/decrease in trade and other JE U & N E A U SR IE
receivables (380, (10,489) 517
Increase in trade and other payables JIE A~ 65 70 I L th I A RO 1 7,279 3,610
Cash generated from operations REXBHBRS 14,375 9,609
Income tax paid =ENIZIEEE (6,421) (13,000)
Net cash generated from/(used in) LIS, (FTA)
operating activities HEeFE 7,954 (3,397)

NAN NAN RESOURCES ENTERPRISE LIMITED & RSZ£AMR AT



CONSOLIDATED STATEMENT OF CASH FLOWS &4 S hak
For the year ended 31 March 2017
BFE=—F—+tHE=HA=+—HLEE

2017 2016
—B—tF —E—RF
HK$’000 HK$
FET FET
Investing activities REETK
Purchase of property, plant and BEWME - BE MR
equipment (405) (2,235)
Redemption of structured deposit EBR&BEIEER - 27,923
Interest received B UH B 2,822 5,856
Increase in security deposit REBEIR SN (351) (749)
Net cash generated from investing REXKFBESEE
activities 2,066 30,795
Net increase in cash and cash BERBESEEEEZ
equivalents B nFEE 10,020 27,398
Cash and cash equivalents at FHNzRERELEEEB
beginning of year 343,587 334,151
Effect on foreign exchange Exgn o oe
rate changes (22,001) (17,962)
Cash and cash equivalents FR2BEERAESEHEHIER
at the end of year, represented by ADEETEERES
bank balances and cash 331,606 343,587

The notes on pages 68 to 166 form an integral part of these financial 7| &R 682166 B 2 M i Ak s S 81 15 3R
statements. RxZ2—HD -
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NOTES TO THE FINANCIAL STATEMENTS
M F R MY aE

For the year ended 31 March 2017
BE-Z—tE=A=1+—HLEE

GENERAL

Nan Nan Resources Enterprise Limited (the “Company”) was
incorporated in Bermuda as an exempted company with limited
liability. The shares of the Company are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). In
the opinion of the directors, its parent company is Ascent Goal
Investments Limited (“Ascent Goal”), a company incorporated
in the British Virgin Islands with limited liability and its ultimate
holding company is New Bright International Development
Limited (“New Bright”), a company incorporated in Hong Kong
with limited liability. Its ultimate controlling party is Ms. Fung
Yuen Kwan, Veronica. These entities do not produce financial
statements available for public use.

The addresses of the registered office and principal place
of business of the Company are disclosed in the corporate
information section of the annual report.

The consolidated financial statements for the year ended
31 March 2017 comprise the Company and its subsidiaries
(together referred to as the “Group”).

The functional currency of the Company is Renminbi (‘RMB”).
The consolidated financial statements are presented in Hong
Kong dollars (“HK$") for the convenience of the shareholders as
the Company is listed in Hong Kong.

The Company is an investment holding company. The
subsidiaries of the Company are principally engaged in mining
and sales of coal.

B8 / NANNAN RESOURCES ENTERPRISE LIMITED MiRE# AR AT
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

APOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has applied the following
amendments to Hong Kong Financial Reporting Standrads
(“HKFRSs”) issued by the HKICPA.

Amendments to HKAS 1 Disclosure Initiative
Amendments to HKAS 16 Clarification of Acceptable
and HKAS 38 Methods of Depreciation and
Amortisation
Amendments to HKAS 16 Agriculture: Bearer Plants
and HKAS 41

Amendments to HKAS 27 Equity Method in Separate
Financial Statements

Amendments to HKFRSs  Annual Improvements to HKFRSs
2012-2014 Cycle

Amendments to HKFRS 10, Investment Entities: Applying the
HKFRS 12 and HKAS 28 Consolidation Exception

Amendments to HKFRS 11 Accounting for Acquisitions of
Interests in Joint Operations

The application of the amendments to HKFRSs in the current
year has had no material impact on the Group’s financial
performance and positions for the current and prior years and/
or on the disclosures set out in these consolidated financial
statements. The Group has not applied any new standard and
amendments that is not yet effective for the current accounting
period.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments,
which are measured at fair values at the end of each reporting
period, as explained in the accounting policies set out below.
Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=+—HLFE

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

a) Basis of consolidation
The consolidated financial statements incorporate
the financial statements of the Company and entities
(including structured entities) controlled by the Company
and its subsidiaries. Control is achieved when the
Company:

° has power over the investee;
° is exposed, or has rights, to variable returns from

its involvement with the investee; and

° has the ability to use its power to affect its returns.
The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are

changes to one or more of the three elements of control
listed above.
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

a)

Basis of consolidation (continued)

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

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

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

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

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as equity
transactions. The carrying amounts of the Group’s
relevant components of equity including reserves and
the non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-
controlling interests are adjusted after re-attribution of
the relevant equity component, and the fair value of the
consideration paid or received is recognised directly in
equity and attributed to owners of the Company.

3.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

a)

Basis of consolidation (continued)

Changes in the Group’s ownership interests in
existing subsidiaries (continued)

When the Group loses control of a subsidiary, a gain
or loss is recognised in profit or loss and is calculated
as the difference between (i) the aggregate of fair value
of the consideration received and the fair value of any
retained interest and (ii) the carrying amount of the
assets (including goodwill), and liabilities of the subsidiary
attributable to the owners of the Company. All amounts
previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the
Group had directly disposed of the related assets or
liabilities of the subsidiary (i.e. reclassified to profit or loss
or transferred to another category of equity as specified/
permitted by applicable HKFRSs). The fair value of any
investment retained in the former subsidiary at the date
when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKAS 39,
when applicable, the cost on initial recognition of an
investment in an associate or a joint venture.

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
impairment losses (see note 3())), unless the investment is
classified as held for sale (or included in a disposal group
that is classified as held for sale).
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

b)

Business combinations

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

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

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

- liabilities or equity instruments related to share-
based payment arrangements of the acquiree or
share-based payment arrangements of the Group
entered into to replace share-based payment
arrangements of the acquiree are measured in
accordance with HKFRS 2 “Share-based Payment”
at the acquisition date; and

3.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

3. SIGNIFICANT ACCOUNTING POLICIES 3.
(continued)
b) Business combinations (continued) b)

TEETEHRE)

XA ()

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

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

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate share
of the relevant subsidiary’s net assets in the event of
liquidation may be initially measured either at fair value
or at the non-controlling interests’ proportionate share
of the recognised amounts of the acquiree’s identifiable
net assets. The choice of measurement basis is made on
a transaction-by-transaction basis. Other types of non-
controlling interests are measured at their fair value.
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

b)

Business combinations (continued)

Where the consideration transferred by the Group in
a business combination includes assets or liabilities
resulting from a contingent consideration arrangement,
the contingent consideration is measured at its
acquisition-date fair value and included as part of the
consideration transferred in a business combination.
Changes in the fair value of the contingent consideration
that qualify as measurement period adjustments
are adjusted retrospectively, with the corresponding
adjustments against goodwill. Measurement period
adjustments are adjustments that arise from additional
information obtained during the “measurement period”
(which cannot exceed one year from the acquisition
date) about facts and circumstances that existed at the
acquisition date.

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

When a business combination is achieved in stages, the
Group’s previously held equity interest in the acquiree
is remeasured to its fair value at the acquisition date
(i.e. the date when the Group obtains control), and the
resulting gain or loss, if any, is recognised in profit or loss.
Amounts arising from interests in the acquiree prior to the
acquisition date that have previously been recognised in
other comprehensive income are reclassified to profit or
loss where such treatment would be appropriate if that
interest were disposed of.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BZ-_Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

b)

c)

Business combinations (continued)

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

Goodwill

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

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

A cash-generating unit or group of cash-generating
units to which goodwill has been allocated is tested for
impairment annually, or more frequently when there is
an indication that the unit may be impaired. For goodwill
arising from an acquisition in a reporting period, the
cash-generating unit (or group of cash-generating
units) to which goodwill has been allocated is tested for
impairment before the end of the reporting period. If the
recoverable amount is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying
amount of any goodwill, and then to the other assets of
the unit on a pro rata basis based on the carrying amount
of each asset in the unit (or group of cash-generating
units). Any impairment loss for goodwill is recognised
directly in the profit or loss. An impairment loss
recognised for goodwill is not reversed in subsequent
periods.

On disposal of the relevant cash-generating unit,
the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.
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NOTES TO THE FINANCIAL STATEMENTS B} 783k R KI5
For the year ended 31 March 2017

BE=-T—

tE=ZF=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

d)

e)

Investments in subsidiaries
Investments in subsidiaries are included in the
Company’s statement of financial position at cost less
any identified impairment loss.

Intangible assets

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination
and recognised separately from goodwill are initially
recognised at their fair value at the acquisition date (which
is regarded as their cost).

Subsequent to initial recognition, intangible assets with
finite useful lives are carried at costs less accumulated
amortisation and accumulated impairment losses.
The estimated useful life and amortisation method are
reviewed at the end of each reporting period, with the
effect of any changes in estimate being accounted for on
a prospective basis.

Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of
an intangible asset, measured as the difference between
the net disposal proceeds and the carrying amount of
the asset, are recognised in profit or loss when the asset is
derecognised.

Mining right

Mining right is stated at cost less accumulated
amortisation and impairment losses and is amortised
based on the units of production method utilising only
recoverable coal reserves as the depletion base.

Exploration right

Exploration right is stated at cost less impairment losses.
Cost of the exploration right is transferred to mining right
upon the government’s approval of the mining license
and the commencement of the mining activities.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017

BE-Z-

tF=A=t—-HILFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

f)

Exploration and evaluation assets

Exploration and evaluation assets comprise costs
which are directly attributable to the search for mineral
resources, the determination of technical feasibility and
the assessment of commercial viability of an identified
resource:

° researching and analysing historical exploration
data;

° gathering exploration data through topographical,
geochemical and geophysical studies;

° exploratory drilling, trenching and sampling;

o determining and examining the volume and grade
of the resource;

° surveying transportation and infrastructure
requirements; and

° conducting market and finance studies.

Expenditure during the initial exploration preparation
stage of a project is charged to profit or loss as incurred.
Exploration and evaluation costs, including the costs of
acquiring licenses, are capitalised as exploration and
evaluation assets on a project-by-project basis pending
determination of the technical feasibility and commercial
viability of the project.

Once the final feasibility study has been completed and
a development decision has been taken, accumulated
capitalised exploration and evaluation expenditures in
respect of an area of interest are transferred to property,
plant and equipment. In circumstances when an area of
interest is abandoned or management decides it is not
commercially viable, any accumulated costs in respect
of that area are written off in the period the decision is
made.
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NOTES TO THE FINANCIAL STATEMENTS B} 783k R KI5
For the year ended 31 March 2017

BE=-T—

tE=ZF=+—HLFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

9

h)

Property, plant and equipment

Property, plant and equipment including leasehold land
and building held for use in the production or supply of
goods or services, or for administrative purposes are
stated in the consolidation statement of financial position
at cost less subsequent accumulated depreciation and
subsequent accumulated impairment losses, if any (see
note 3(1)).

Depreciation is recognised so as to write off the cost
of items of property, plant and equipment over their
estimated useful lives, using the straight line method. The
estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for
on a prospective basis.

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

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

Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument.

3.

FESTBE(E)
g) %¥ %&nlﬁ
Mm% - BEMEREREFIELE

h)

S FE S S sk AR AS BT B sk BT TR
BgzHELHRIETF  BERA
BEZZRNITERERZTRE
BB R A BB R R 5 BR (10
A)(RMFES() ©

ME MEMEBZITETVEE
BOEREGFTAIEAF AR
R A E A o (S5
FH - FSEERINTELRIRNG
R HPERR R - ERfARTE S
CHETIREBEERSE -

BEBHEE 2 RREENZB
AREMmARNEE RZIEBER 2K
REEA Gt ER - HERARTA
BEJEOENBRABE Y AE
(fWE ) - IR E »H < BREE
LT - T HM BB RIRE
TR HE A HIR R E R ER

WE - BELRBEERLER
FIRTEA TSR FEERZER
EPEGARREEN b 42 LB
R EMEHEXERYE - B
R BRI R mELS 2 Wk
BORLEMSHIERZEELZ
FREERZZEAHE) - YN8
AR

EMIAR
TREERERAEBENREEE
AR AT EA RIS ZATRITTR

=7
s ©

Annual Report 2017 %8/ 79



NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

h)

Financial instruments (continued)

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets and
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.

Financial assets

The Group’s financial assets are classified into the
following categories: financial assets at fair value through
profit or loss (‘FVTPL’), and loans and receivables. The
classification depends on the nature and purpose of
the financial assets and is determined at the time of
initial recognition. 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 marketplace.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a debt instrument and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (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 debt instrument, or
where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest income is recognised on an effective interest
basis for debt instruments other than those financial
assets classified as at FVTPL.
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
h)  Financial instruments (continued)
Financial assets (continued)
Financial assets at FVTPL

Financial assets are classified as at FVTPL when the
financial asset is either held for trading or it is designated
as at FVTPL.

A financial asset is classified as held for trading if:

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

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

° it is a derivative that is not designated and effective
as a hedging instrument.

A financial asset other than a financial asset held for
trading may be designated as at FVTPL if:

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

° the financial asset forms part of a group of financial
assets or financial liabilities or both, which is
managed and its performance is evaluated on a
fair value basis, in accordance with the Group’s
documented risk management or investment
strategy, and information about the grouping is
provided internally on that basis; or
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

3. SIGNIFICANT ACCOUNTING POLICIES 3.
(continued)

TEETEHRE)

h)  Financial instruments (continued) hy &fTE(E)
Financial assets (continued) SREEE
Financial assets at FVTPL (continued) N FES R T IE an NIEFEZ
THEEE)

° it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the
entire combined contract (asset or liability) to be
designated as at FVTPL.

Financial assets at FVTPL are measured at fair value, with
any gains or losses arising on remeasurement recognised
in profit or loss. The net gain or loss recognised in profit
or loss includes any dividend or interest earned on the
financial asset. Fair value is determined in the manner
described in note 5.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition,
loans and receivables (including security deposit, trade
and other receivables and cash and cash equivalents) are
measured at amortised cost using the effective interest
method, less any identified impairment (see accounting
policy on impairment loss on financial assets below).

Interest income is recognised by applying the effective
interest rate, except for short-term receivables where the
recognition of interest would be immaterial.

Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument.
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

h)

Financial instruments (continued)

Financial liabilities and equity instruments
(continued)

Equity instruments

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

Repurchase of the Company’s own equity instruments
is recognised and deducted directly in equity. No gain
or loss is recognised in profit or loss on the purchase,
sale, issue or cancellation of the Company’s own equity
instruments.

Financial liabilities at FV/TPL

Financial liabilities are classified as at FVTPL when the
financial liability is either held for trading or it is designated
as at FVTPL.

A financial liability is classified as held for trading if:

- it has been incurred principally for the purpose of
repurchasing in the near term;

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

- it is a derivative that is not designated and effective
as a hedging instrument.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

h)

Financial instruments (continued)

Financial liabilities and equity instruments
(continued)

Financial liabilities at FVTPL (continued)

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

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

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

- it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the
entire combined contract (assets or liability) to be
designated as at FVTPL.

Financial liabilities at FVTPL are measured at fair value,
with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss
recognised in profit or loss excluded any interest paid
on the financial liability. Fair value is determined in the
manner described in note 5.

Other financial liabilities

Other financial liabilities including trade and other
payables is subsequently measured at amortised cost,
using the effective interest method.
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

h)

Financial instruments (continued)

Financial liabilities and equity instruments
(continued)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash 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
liability, or, where appropriate, a shorter period, to the
net carrying amount on initial recognition.

Interest expenses is recognised on an effective interest
basis other than financial liabilities classified as at FVTPL.

Convertible bond
Convertible bond designated as financial liabilities at
FVTPL

Convertible bond issued by the Group (including related
embedded derivatives) is designated as financial liabilities
at FVTPL on initial recognition. Subsequent to initial
recognition, the entire convertible bond is measured at
fair value, with changes in fair value recognised in profit
or loss in the period in which they arise.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
recognised its retained interest in the asset and an
associated liability for amounts it may have to pay. If the
Group retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017

BE-Z-

tF=A=+—-RLFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

h)

Financial instruments (continued)

Financial liabilities and equity instruments
(continued)

Derecognition (continued)

On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum
of the consideration received and receivable and the
cumulative gain or loss that had been recognised in other
comprehensive income and accumulated in equity is
recognsied in profit or loss.

On derecognition of a financial asset other than in its
entirety (e.g. when the Group retains an to repurchase
part of a transferred asset), the Group allocates the
previous carrying amount of the financial asset between
the part it continues to recognise under continuing
involvement, and the part it no longer recognises on
the basis of the relative fair values of those parts on
the date of the transfer. The difference between the
carrying amount allocated to the part that is no longer
recognised and the sum of the consideration received for
the part no longer recognised and any cumulative gain
or loss allocated to it that had been recognised in other
comprehensive income is recognised in profit or loss. A
cumulative gain or loss that had been recognised in other
comprehensive income is allocated between the part that
continues to be recognised and the part that is no longer
recognised on the basis of the relative fair values of those
parts.

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

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a legal or constructive
obligation arising as a result of a past event, it is probable
that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate 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.
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NOTES TO THE FINANCIAL STATEMENTS B} 783k R KI5
For the year ended 31 March 2017

BE=-T—

tE=ZF=+—HLFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

i)

Provisions and contingent liabilities (continued)
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 events are also
disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

Provision for close down, restoration and
environmental costs

One consequence of coal mining is land subsidence
caused by the resettlement of the land at the mining
sites. Depending on the circumstances, the Group
may relocate inhabitants from the mining sites prior
to conducting mining activities or the Group may
compensate the inhabitants for losses or damage from
close down and land subsidence after the sites have
been mined. The Group may also be required to make
payments for restoration, rehabilitation or environmental
protection of the land after the sites have been mined.

Close down and restoration costs include the dismantling
and demolition of infrastructure and the removal of
residual materials and remediation of disturbed areas.
Close down and restoration costs are provided in the
accounting period when the obligation arising from the
related disturbance occurs, whether this occurs during
mine development or during the production phase,
based on the net present value of estimated future
costs. The cost is capitalised where it gives rise to future
benefits, whether the rehabilitation activity is expected to
occur over the life of the operation or at the time of close
down. The capitalised cost is amortised over the life of
the operation and the increase in the net present value of
the provision is included in borrowing costs.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017

BE-Z-

tF=A=+—-RLFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

i)

)

Provisions and contingent liabilities (continued)
Provision for close down, restoration and
environmental costs (continued)

Where there is a change in the expected
decommissioning and restoration costs, an adjustment
is recorded against the carrying value of the provision
and related assets, and the effect is then recognised
in the consolidated statement of profit or loss and
other comprehensive income on a prospective basis
over the remaining life of the operation. Provisions for
close down and restoration costs do not include any
additional obligations which are expected to arise from
future disturbance. The cost estimates are reviewed and
revised at the end of each reporting period to reflect
changes in conditions.

Inventories
Inventories are carried at the lower of cost and net
realisable value.

Cost is calculated using the weighted average cost
formula and comprises all costs of purchase, costs
of conversion and other costs incurred in bringing the
inventories to their present location and condition.

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.
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

k)

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments
readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes
in value, having been within three months of maturity
at acquisition. Bank overdrafts that are repayable on
demand and form an integral part of the Group’s cash
management are also included as a component of cash
and cash equivalents for the purpose of the consolidated
statement of cash flows.

Impairment of assets

i) Impairment of investments in equity securities
and other receivables
Investments in equity securities and other current
and non-current receivables that are stated at
cost or amortised cost are reviewed at the end of
each reporting period to determine whether there
is objective evidence of impairment. Objective
evidence of impairment includes observable data
that comes to the attention of the Group about one
or more of the following loss events:

- significant financial difficulty of the debtor;

- a breach of contract, such as a default or
delinquency in interest or principal payments;

- it becoming probable that the debtor
will enter bankruptcy or other financial
reorganisation; and

- significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtor.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
)] Impairment of assets (continued)
i) Impairment of investments in equity securities
and other receivables (continued)
If any such evidence exists, any impairment loss is
determined and recognised as follows:

- For trade and other receivables, the
impairment loss is measured as the
difference between the asset’s carrying
amount and the present value of estimated
future cash flows, discounted at the financial
asset’s original effective interest rate (i.e.,
the effective interest rate computed at initial
recognition of these assets), where the effect
of discounting is material. This assessment
is made collectively where these financial
assets share similar risk characteristics,
such as similar past due status, and have
not been individually assessed as impaired.
Future cash flows for financial assets which
are assessed for impairment collectively are
based on historical loss experience for assets
with credit risk characteristics similar to the
collective group.

If in a subsequent period the amount of
an impairment loss decreases and the
decrease can be linked objectively to an
event occurring after the impairment loss was
recognised, the impairment loss is reversed
through profit or loss. A reversal of an
impairment loss shall not result in the asset’s
carrying amount exceeding that which would
have been determined had no impairment
loss been recognised in prior years.
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
)] Impairment of assets (continued)

i)

Impairment of investments in equity securities
and other receivables (continued)

Impairment losses are written off against the
corresponding assets directly, except for
impairment losses recognised in respect of
trade and other receivables, whose recovery is
considered doubtful but not remote. In this case,
the impairment losses for doubtful debts are
recorded using an allowance account. When the
Group is satisfied that recovery is remote, the
amount considered irrecoverable is written off
against trade and other receivables directly and
any amounts held in the allowance account relating
to that debt are reversed. Subsequent recoveries
of amounts previously charged to the allowance
account are reversed against the allowance
account. Other changes in the allowance account
and subsequent recoveries of amounts previously
written off directly are recognised in profit or loss.

Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets may
be impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer
exists or may have decreased:

- property, plant and equipment;
- intangible assets; and
- investment in subsidiaries in the Company’s

statement of financial position.

If any such indication exists, the asset’s recoverable
amount is estimated.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

)] Impairment of assets (continued)
ii)  Impairment of other assets (continued)

Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its fair value less costs of disposal
and value-in-use. In assessing value-in-
use, the estimated future cash flows are
discounted to their present value using a pre-
tax discount rate that reflects current market
assessments of the time value of money
and the risks specific to the asset. Where an
asset does not generate cash inflows largely
independent of those from other assets, the
recoverable amount is determined for the
smallest group of assets that generates cash
inflows independently (i.e., a cash-generating
unit).

Recognition of impairment losses

An impairment loss is recognised in profit
or loss whenever carrying amount of an
asset, or the cash-generating unit to which
it belongs, exceeds its recoverable amount.
Impairment losses recognised in respect of
cash-generating units are allocated first to
reduce the carrying amount of any goodwill
allocated to the cash-generating unit (or
group of units) and then, to reduce the
carrying amount of the other assets in the
unit (or group of units) on a pro rata basis,
except that the carrying amount of an asset
will not be reduced below its individual fair
value less costs of disposal (if measurable) or
value in use (if determinable).
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NOTES TO THE FINANCIAL STATEMENTS B} 783k R KI5
For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
)] Impairment of assets (continued)

i)

ii)

Impairment of other assets (continued)
- Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been
a favourable change in the estimates used
to determine the recoverable amount. An
impairment loss in respect of goodwill is not
reversed.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss
been recognised in prior years. Reversals
of impairment losses are credited to profit
or loss in the year in which the reversals are
recognised.

Impairment of exploration and evaluation assets
The carrying amount of the exploration and
evaluation assets is reviewed at least annually
and whenever there is an indication that they
may be impaired. Impairment test is performed in
accordance with HKAS 36 “Impairment of Assets”
whenever one of the following events or changes
in circumstances indicate that the carrying amount
may not be recoverable (the list is not exhaustive):

- The period for which the Group has the right
to explore in the specific area has expired
during the period or will expire in the near
future, and is not expected to be renewed;

- Substantive expenditure on further
exploration for and evaluation of mineral
resources in the specific area is neither
budgeted nor planned;
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
)] Impairment of assets (continued)
i)  Impairment of exploration and evaluation assets

(continued)

- Exploration for and evaluation of mineral
resources in the specific area have not led
to the discovery of commercially viable
quantities of mineral resources and the Group
has decided to discontinue such activities in
the specific area; or

- Sufficient data exist to indicate that, although
a development in the specific area is likely
to proceed, the carrying amount of the
exploration and evaluation asset is unlikely
to be recovered in full from successful
development or by sale.

An impairment loss is recognised in profit or loss
whenever the carrying amount of an asset exceeds
its recoverable amount.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of impairment
losses are credited to profit or loss in the year in
which the reversals are recognised.

m) Revenue recognition
Revenue is measured at the fair value of the consideration
received or receivable. Revenue is recognised when the
account can be reliably measured: when it is probable
that future economic benefits will flow to the Group and
when specific criteria have been met for each of the
Group’s activities as described below.

Revenue from sales of goods is recognised on the
transfer of risks and rewards of ownership, which
generally coincides with the time when the goods are
delivered to customers and the title has passed.
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

m)

n)

Revenue recognition (continued)

Interest income from a financial asset is accrued on a
timely basis, by reference to the principal outstanding
and at the effective interest rate applicable, which is the
rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to
that asset’s net carrying amount on initial recognition.

Share-based payment

Share options granted by the Company to directors
and employees of the Company

For grants of share options that are conditional upon
satisfying specified vesting conditions, the fair value of
services received is determined by reference to the fair
value of share options granted at the date of grant and is
expensed on a straight-line basis over the vesting period,
with a corresponding increase in equity (share options
reserve).

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
vest. The impact of the revision of the original estimates,
if any, is recognised in profit or loss such that the
cumulative expense reflects the revised estimate, with a
corresponding adjustment to share options reserve.

For share options that vest immediately at the date
of grant, the fair value of the share options granted is
expensed immediately to profit or loss.

When share options are exercised, the amount previously
recognised in share options reserve will be transferred to
share premium. When share options are forfeited after
the vesting date or are still not exercised at the expiry
date, the amount previously recognised in share options
reserve will be transferred to accumulated losses.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BZ-_Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

0)

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities
are recognised in profit or loss except to the extent that
they relate to items recognised in other comprehensive
income or directly in equity, in which case the relevant
amounts of tax are recognised in other comprehensive
income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the end of the reporting period,
and any adjustment to tax payable in respect of previous
years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax
bases. Deferred tax assets also arise from unused tax
losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that
it is probable that future taxable profits will be available
against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal
of existing taxable temporary differences, provided those
differences relate to the same taxation authority and
the same taxable entity, and are expected to reverse
either in the same period as the expected reversal of the
deductible temporary differences or in periods into which
a tax loss arising from the deferred tax asset can be
carried back or forward. The same criteria are adopted
when determining whether existing taxable temporary
differences support the recognition of deferred tax assets
arising from unused tax losses and credits, that is, those
differences are taken into account if they relate to the
same taxation authority and the same taxable entity, and
are expected to reverse in a period, or periods, in which
the tax loss or credit can be utilised.
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NOTES TO THE FINANCIAL STATEMENTS B} 783k R KI5
For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

0)

Income tax (continued)

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes, the
initial recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part
of a business combination), and temporary differences
relating to investments in subsidiaries to the extent that,
in the case of taxable differences, the Group controls
the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or in
the case of deductible differences, unless it is probable
that they will reverse in the future.

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the end of the reporting period. Deferred tax
assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed
at the end of each reporting period and is reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow the related tax benefit to
be utilised. Any such reduction is reversed to the extent
that it becomes probable that sufficient taxable profits
will be available.

Additional income taxes that arise from the distribution
of dividends are recognised when the liability to pay the
related dividends is recognised.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

0) Income tax (continued)
Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset
against current tax liabilities, and deferred tax assets
against deferred tax liabilities, if the Company or the
Group has the legally enforceable right to set off current
tax assets against current tax liabilities and the following
additional conditions are met:

- in the case of current tax assets and liabilities,
the Group intends either to settle on a net basis,
or to realise the asset and settle the liability
simultaneously; or

- in the case of deferred tax assets and liabilities,
if they relate to income taxes levied by the same
taxation authority on either:

- the same taxable entity; or

- different taxable entities, which, in each
future period in which significant amounts of
deferred tax liabilities or assets are expected
to be settled or recovered, intend to realise
the current tax assets and settle the current
tax liabilities on a net basis or realise and
settle simultaneously.
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NOTES TO THE FINANCIAL STATEMENTS B} 783k R KI5
For the year ended 31 March 2017

BE=-T—

tE=ZF=+—HLFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

p)

Foreign currencies

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

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period
in which they arise except for exchange differences
on monetary items receivable from or payable to
a foreign operation for which settlement is neither
planned nor likely to occur (therefore forming part of
the net investment in the foreign operation), which are
recognised initially in other comprehensive income and
reclassified from equity to profit or loss on disposal or
partial disposal of the Group’s interests.

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of the
Group’s operations are translated into the presentation
currency of the Group (i.e. Hong Kong dollars) using
exchange rates prevailing at the end of each reporting
period. Income and expenses items are translated at the
average exchange rates for the period, unless exchange
rates fluctuate significantly during the period, in which
case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if
any, are recognised in other comprehensive income and
accumulated in equity under the heading of exchange
translation reserve (attributed to non-controlling interests
as appropriate).
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

p)

q)

Foreign currencies (continued)

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

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

Leased assets

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to use
a specific asset or assets for an agreed period of time
in return for a payment or a series of payments. Such
a determination is made based on an evaluation of
the substance of the arrangement and is regardless of
whether the arrangement takes the legal form of a lease.
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NOTES TO THE FINANCIAL STATEMENTS B} 783k R KI5
For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
q) Leased assets (continued)

i)

Classification of assets leased to the Group
Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which do
not transfer substantially all the risks and rewards of
ownership to the Group are classified as operating
leases, with the following exceptions:

- property held under operating leases that
would otherwise meet the definition of
an investment property is classified as an
investment property on a property-by-
property basis and, if classified as investment
property, is accounted for as if held under a
finance lease; and

- land held for own use under an operating
lease, the fair value of which cannot be
measured separately from the fair value of
a building situated thereon at the inception
of the lease, is accounted for as being held
under a finance lease, unless the building is
also clearly held under an operating lease.
For these purposes, the inception of the
lease is the time that the lease was first
entered into by the Group, or taken over from
the previous lessee.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
q) Leased assets (continued)

i)

ii)

Assets acquired under finance leases

Where the Group acquires the use of assets under
finance leases, the amounts representing the fair
value of the leased asset or, if lower, the present
value of the minimum lease payments, of such
assets are recognised as property, plant and
equipment and the corresponding liabilities, net
of finance charges, are recorded as obligations
under finance leases. Depreciation is provided at
rates which write off the cost of the assets over
the term of the relevant lease or, where it is likely
the Group will obtain ownership of the asset, the
life of the asset. Impairment losses are accounted
for in accordance with the accounting policy as
set out in note 3(l). Finance charges implicit in
the lease payments are charged to profit or loss
over the period of the leases so as to produce an
approximately constant periodic rate of charge on
the remaining balance of the obligations for each
accounting period.

Operating lease charges

Where the Group has the use of assets under
operating leases, payments made under the leases
are charged to profit or loss in equal instalments
over the accounting periods covered by the lease
term, except where an alternative basis is more
representative of the pattern of benefits to be
derived from the leased asset. Lease incentives
received are recognised in profit or loss as an
integral part of the aggregate net lease payments
made. Contingent rentals are charged as an
expenses in the accounting period in which they
are incurred.

The cost of acquiring land held under an operating
lease is amortised on a straight-line basis over the
period of the lease term except where the property
is classified as an investment property.
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

n

Employee benefits

i) Short-term employee benefits and contributions
to defined contribution retirement plans
Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
plans 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 carried at
their present values.

ii)  Termination benefits
Termination benefits are recognised at the earlier of
when the Group can no longer withdraw the offer of
those benefits and when it recognises restructuring
costs involving the payment of termination benefits.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready
for its intended use or sale are capitalised as part of the
cost of that asset. Other borrowing costs are expensed
in the period in which they are incurred.

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.
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NOTES TO THE FINANCIAL STATEMENTS 813§ 3R 3k i s

For the year ended 31 March 2017
BE-—Z—tF=A=+—HLFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
1) Related parties
(@ A person, or a close member of that person’s
family, is related to the Group if that person:

i) has control or joint control over the Group;
ii) has significant influence over the Group; or

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

(b)  An entity is related to the Group if any of the
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).

ii) 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).

i) 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.
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NOTES TO THE FINANCIAL STATEMENTS B} 783k R KI5
For the year ended 31 March 2017

BE=-T—

tE=ZF=+—HLFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

t)

u)

Related parties (continued)
(b)  (continued)
V) The entity is a post-employment benefit plan
for the benefit of employees of either the
Group or an entity related to the Group.

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

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

vii)  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
Group’s parent.

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.

Segment reporting

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified
from the financial information provided regularly to the
Group’s executive directors for the purposes of allocating
resources to, and assessing the performance of, the
Group’s various lines of business and geographical
locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and
are similar in respect of the nature of products and
services, the nature of production processes, the type or
class of customers, the methods used to distribute the
products or provide the services, and the nature of the
regulatory environment. Operating segments which are
not individually material may be aggregated if they share
a majority of these criteria.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=+—HLFE

CRITICAL ACCOUNTING JUDGEMENT AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

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

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

Key sources of estimation uncertainty

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

a) Reserve estimates

Reserves are estimates of the amount of products that
can be economically and legally extracted from the
Group’s coal reserves. In order to calculate reserves,
estimates and assumptions are required about a range
of geological, technical and economic factors, including
quantities, grades, production techniques, recovery rates,
production costs, transport costs, commodity demand
and commodity prices. Estimating the quantity and/or
grade of reserves requires the size, shape and depth
of ore bodies or fields to be determined by analysing
geological data such as drilling samples. This process
may require complex and difficult geological judgements
and calculations to interpret the data.
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NOTES TO THE FINANCIAL STATEMENTS B3R 3k i s

For the year ended 31 March 2017
BE-Z—tF=A=1+—HLEE

4. CRITICAL ACCOUNTING JUDGEMENT AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Key sources of estimation uncertainty (continued)

Reserve estimates (continued)
Because the economic assumptions used to estimate
reserves change from period to period, and because
additional geological data is generated during the course
of operations, estimates of reserves may change from
period to period. Changes in reported reserves may
affect the Group’s financial results and financial position
in a number of ways, including the following:

a)

i)

Asset carrying values may be affected due to
changes in estimated future cash flows.

Depreciation, depletion and amortisation charged
to the profit or loss may change where such
charges are determined by the units of production
basis, or where the useful economic lives of assets
change.

Decommissioning, site restoration and environmental
provisions may change where changes in estimated
reserves affect expectations about the timing or
cost of these activities.

The carrying value of deferred tax may change as
a result of changes in the asset carrying values as
discussed above.
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=+—HLFE

4. CRITICAL ACCOUNTING JUDGEMENT AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Key sources of estimation uncertainty (continued)

b)  Carrying value of property, plant and equipment and
intangible assets
The Group’s property, plant and equipment and
intangible assets (exclude exploration and evaluation
assets classified as intangible assets) are carried at cost
less accumulated depreciation and amortisation and
impairment losses, where appropriate. These carrying
amounts are reviewed for impairment whenever internal
and external sources of information indicate that the
carrying amounts may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value
less costs of disposal and value in use. In estimating the
recoverable amounts of assets, various assumptions,
including future cash flows to be associated with the
non-current assets and discount rates, are made. If
future events do not correspond to such assumptions,
the recoverable amounts will need to be revised, and this
may have an impact on the Group’s results of operations
or financial position. The impairment assessment of the
Group’s mining right and exploration and evaluation
assets included in intangible assets is further discussed
below.

c) Impairment of mining right and exploration and
evaluation assets
The Group assesses each cash generating unit annually
to determine whether any indication of impairment
exists, which included internal and external sources of
information for mining right, and facts and circumstances
for exploration and evaluation assets. Where an indicator
of impairment exists, a formal estimate of the recoverable
amount is made, which is considered to be the higher
of the fair value less costs of disposal and value in use.
These assessments require the use of estimates and
assumptions such as long-term commodity prices,
discount rates, future capital requirements, exploration
potential and operating performance. It is difficult to
precisely estimate fair value because quoted market
prices are not readily available. In determining the value
in use, expected cash flows generated by the asset
are discounted to their present value, which require
significant judgement and estimates such as sale
volume, selling price and amount of operating costs.
Management has assessed its cash generating units as
being an individual mine site, which is the lowest level for
which cash flows are largely independent of other assets.
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

4. CRITICAL ACCOUNTING JUDGEMENT AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Key sources of estimation uncertainty (continued)

d)  Fair value measurements and valuation process
The Group’s convertible bonds are measured at fair
value for financial reporting purposes. The Directors have
to determine the appropriate valuation techniques and
inputs for fair value measurements.

In estimating the fair value of an asset or a liability, the
Group uses market-observable data to the extent it is
available. Where Level 1 inputs are not available, the
Group engages third party qualified valuer to perform the
valuation. The Directors work closely with the qualified
external valuer to establish the appropriate valuation
techniques and inputs to the model.

The Group uses valuation techniques that include inputs
that are not based on observable market data to estimate
the fair value of certain types of financial instruments.
Notes 5 provide detailed information about the valuation
techniques, inputs and key assumptions used in the
determination of the fair value of various assets and
liabilities.

Changes in subjective input assumptions can materially
affect the fair value estimate.

e)  Useful lives of property, plant and equipment

The Group’s management determines the estimated
useful lives and related depreciation charges for its
property, plant and equipment. This estimate is based
on the historical experience of the actual useful lives
of property, plant and equipment of similar nature and
functions. It could change significantly as a result of
technical innovations and competitor actions in response
to severe industry cycles. Management will increase the
depreciation charges where useful lives are less than
previously estimated lives, or it will write off or write down
technically obsolete or non-strategic assets that have
been abandoned or sold.

BAS ot H i K 5t R EABA
EZFERR(E)

EFtFARERZ EZRIR(HE

d AFEFERMGERRE
B MEMS - ANEEZ AR
BREFARFENE - EFER
NHEHEEERBMAETEAR
B ABE

RiGFFEERBE 2 R FER -
AEBEEAREERAIBREMEH
B EYEF1RBABBZIE
AT AEEZREE=ZNEER
HERMETHE EFEAER
SMNEMEERBETAE » URUER
EA 2 HERTD RBABUER -

RiEFHETHRR SR TAZ RF
B - AKERBEELIFRE
AEBRMSRBEZHENE B
MANEESREERBEBEAT
BzbETE  BABEREE
{RaR 2 FHANE R BB ES

EBHABERR SHTHA
FEGEEREALES -

e) WX BERREZAERFER
AEEEREBETEYE  BFE
REZEFTAERFREBRE
WEEM - LAt AELIEE K
WREZ M - BE RREZ ER
AERFRBELRAESE I
Al RE AR BIRT R 3 5 8 T BB
USSE IS A FiPN R ¢
i mY i AR F PR &SR AT P AT 4R IR
RERIEEBRENTESR
A S SRE R E R E
MR S IE RS LB E

Annual Report 2017 &5 / 1 09



NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

4. CRITICAL ACCOUNTING JUDGEMENT AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Key sources of estimation uncertainty (continued)

f) Write down of inventories
The management of the Group reviews the aging analysis
of inventories at the end of each reporting period, and
makes allowance for obsolete and slow-moving inventory
items identified that are no longer suitable for use in
production or sales. The management estimates the
net realisable value for consumables and coals based
primarily on the latest invoice prices and current market
conditions. The Group carries out an inventory review on
a item-by-item basis at the end of each reporting period
and makes allowance for obsolete items. During the
year ended 31 March 2017 and 2016, no write-down or
reversal of write-down of inventories was recognised in
profit or loss. As at 31 March 2017, the carrying amount
of inventories is HK$50,923,000 (2016: HK$47,403,000).

g) Provision for close down, restoration and environmental
costs
The provision for close down, restoration and
environmental costs is determined by management
based on their past experience and best estimation of
future expenditures, after taking into account existing
relevant PRC regulations. However, in so far as the effect
on the land and the environment from current mining
activities becomes apparent in future years, the estimate
of the associated costs may be subject to revision from
time to time. Details of the Group’s provision for close
down, restoration and environmental costs are set out in
note 26.

h)  Recognition of deferred tax assets

The Group has recognised deferred tax assets which
arose from deductible temporary differences as set out
in note 27. The realisability of the deferred tax assets
mainly depends on whether it is probable that future
taxable profits or taxable temporary differences will be
available against which the assets can be utilised. In
cases where the actual future taxable profits or taxable
temporary differences generated are less than expected,
a reversal of deferred tax assets may arise, which will be
recognised in profit or loss for the period in which such
reversal takes place. As at 31 March 2017, the carrying
amount of deferred tax assets is HK$6,663,000 (2016:
HK$7,114,000).
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NOTES TO THE FINANCIAL STATEMENTS B3R 3k i s

For the year ended 31 March 2017
BE-Z—tF=A=1+—HLEE

5.  FINANCIAL INSTRUMENTS 5. €mTH
a) Categories of financial instruments a) SRIEBHEA
2017 2016
—E —E—RF
HK$’000 HK$’000
FET FHET
Loans and receivables (including ~ BN EW R TE (B4
cash and cash equivalents) WEeNIBRESEEER) 348,533 349,871
Financial liabilities at amortised cost &2 # R At E 2 SR A& 22,078 18,108
Financial liabilities designated at & A F{EFIBRITEIBZE N
FVTPL RIBZIEEEMBE 261,616 317,650
b) Financial risk management objectives and policies b) MHEKREEBFERER

The Group’s major financial instruments include trade
and other receivables, security deposit, cash and cash
equivalents, trade and other payables and convertible
bond. Details of these financial instruments are disclosed
in respective notes. The risks associated with these
financial instruments include market risk (currency risk,
interest rate risk and price risk), credit risk and liquidity
risk. The policies on how to mitigate these risks are set
out below. The management manages and monitors
these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

i) Currency risk

Several subsidiaries of the Company have foreign
currency expenditures, which expose the Group
to foreign currency risk. The Group does not have
a foreign currency hedging policy. However, the
management monitors foreign exchange exposure
and will consider hedging significant foreign
currency exposure should the need arise.
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NOTES TO THE FINANCIAL STATEMENTS 813§ 3R 3k i s

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

5.  FINANCIAL INSTRUMENTS (continued)
b) Financial risk management objectives and policies
(continued)
i) Currency risk (continued)
Certain receivables, cash and cash equivalents,
payables, and security deposit and convertible
bond of the Group are denominated in currencies
other than the functional currency of the group
entity to which they relate.

The following table shows the Group’s exposure
at the end of the reporting period to currency
risk arising from recognised assets or liabilities
denominated in a currency other than the functional
currency of the entity to which they relate.

5.

ERMIA(E)
b) MBEREREBFERBUKRE

Assets BE
Liabilities aE
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& (4R
AEBEETRKHR - 3R
ehBELEEER - BN
IR R AR R 2 K Al A
BHFEUAAKREEE 2
RAThRe B WS 2 B’ At
8 o

TRETASERRE S
i 45 SR 5 R 2 FE AR AR 28
ERDEERUINZER
HEZEERAEBEMES
ZEERR -

Exposure to foreign currencies
(expressed in Hong Kong dollars)

SERB

(8T 25)

2017 2016
e = =

HK$°000 HK$’000
Tt T
164,158 221,230
262,819 318,586




NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

5.  FINANCIAL INSTRUMENTS (continued)
b) Financial risk management objectives and policies
(continued)

i)

Currency risk (continued)

Sensitivity analysis

The group entities are mainly exposed to foreign
currency risk of HKS.

The following table details the group entities’
sensitivity to a 5% (2016: 5%) increase and
decrease in HK$ against each group entity’s
functional currency. 5% (2016: 5%) is the sensitivity
rate used when reporting foreign currency risk
internally to key management personnel and
represents management’s assessment of the
reasonably possible change in foreign exchange
rates. The sensitivity analysis includes only
outstanding foreign currency denominated
monetary items and adjusts their translation at the
year end for a 5% (2016: 5%) change in foreign
currency rates. A negative number below indicates
a decrease in profit for the year and increase in
accumulated losses of the Group (2016: increase
in loss for the year and accumulated losses of
the Group) where each group entity’s functional
currency weaken 5% (2016: 5%) against HKS.
For a 5% (2016: 5%) strengthening of each group
entity’s functional currency against HKS$, there
would be an equal and opposite impact.

5.

T AE)
b) HIEREEE SRR (H)
) EEER(E)
BREHT

Profit or loss and accumulated
losses

Nk &R N RET R

SEHERBIEAXEBLZ
SNES TRz ©

TREINEEETREE)
HEEEBEBRZINEEE
ZERABE%( T — X
F:5%) 2BEE 5%
(ZZ—XF : 5%)BRAE
BER A B A EFE RINE
BT A s BRERELLEX
I 5 % 18 8 4 90 [ 2R A
BEABES 2T - SR
EREREAIINESE
ZAREEE®EE  IH
HNISTE R 2 5% ( —F— X
F o 5%) EBABRRFR

H |

Z@§°D SEER
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ZE—RF 5% T
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5%) - RIS BEAEER
MRER 2 ZE -

Exposure to foreign currencies
(expressed in Hong Kong dollars)

INE B
(LLBT25)
2017 2016
—E_LE —E—RF
HK$’000 HK$’'000
FE T THTT
(4,933) (4,868)
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

5.  FINANCIAL INSTRUMENTS (continued)
b) Financial risk management objectives and policies
(continued)

i)

Interest rate risk

The Group is exposed to cash flow interest rate risk
in relation to bank balances and security deposit
carried at prevailing market rate. The Group has
not used any derivative contracts to hedge its
exposure to interest rate risk. The Group has not
formulated a policy to manage the interest rate risk.

Sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to interest
rates for non-derivative instruments at the end of
reporting period. The analysis is prepared assuming
the financial instruments outstanding at the end of
reporting period were outstanding for the whole
year.

If interest rates had been 50 basis points higher/
lower and all other variables were held constant,
the Group’s profit for the year ended 31 March
2017 would increase and accumulated losses
as at the reporting date would decrease by
approximately HK$1,681,000 (2016: decrease
the Group’s loss and accumulated losses by
approximately HK$1,741,000). This was mainly
attributable to the exposure to interest rates on its
variable-rate bank balances of the Group.
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

5.  FINANCIAL INSTRUMENTS (continued)
b) Financial risk management objectives and policies
(continued)

ii)

Equity price risk

The Group was required to estimate the fair value
of the convertible bond (see note 25) at the end of
the reporting period with changes in fair value to
be recognised in the profit or loss. The fair value
adjustment would be affected either positively or
negatively, amongst others, by the changes in the
Company’s share market price.

Sensitivity analysis

The sensitivity analyses below had been determined
based on the exposure to the Company’s
share price risk at the reporting date only. If the
Company’s share price had been 5% higher and
all other variables were held constant, the Group’s
post-tax profit for the year (as a result of changes
in fair value of convertible bond) would decrease
and accumulated losses would increase by
approximately HK$7,692,000 (2016: the Group’s
post-tax loss for the year and accumulated loss
would increase by approximately HK$8,585,000)
during the year ended 31 March 2017. If the
input of share price to the valuation model of the
derivatives embedded in the convertible bond had
been 5% lower while all other variables were held
constant, the Group’s post-tax profit for the year
(as a result of changes in fair value of convertible
bond) would increase and accumulated losses
would decrease by approximately HK$7,401,000
(2016: the Group’s post-tax loss for the year and
accumulated losses would decrease approximately
HK$8,584,000) during the year ended 31 March
2017.

5.
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b) FABEREEEERBK(E
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NOTES TO THE FINANCIAL STATEMENTS 813§ 3R 3k i s

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

5.  FINANCIAL INSTRUMENTS (continued) 5. €@MTHE(E)
b)  Financial risk management objectives and policies b) MHEKREEBZERBR(E

(continued)

iv)  Liquidity risk iv) REEEERK
In the management of the liquidity risk, the Group HEERDESRAKRM
monitors and maintains a level of cash and cash S AREBEERN#HIFIER
equivalents deemed adequate by the management MR EEEENER
to finance the Group’s operations and mitigate the RBEREHRZKE AR
effects of fluctuations in cash flows. SEEXBREES - WK

BRERENBFE -

The following tables detail the Group’s remaining TREELAEESHAEE
contractual maturity for its financial liabilities. FABHEEHBE 2715 -
The tables have been drawn up based on the BASKRIBERAREET
contractual undiscounted cash flows of financial W ERNF o HF B
liabilities based on the earliest date on which the ZERBAEET KRB
Group can be required to pay. The table includes SREME - JIREAFF
both interest and principal cash flows. BERFEREGME o

Within ~ More than
1 year 1 year PATCEIS Total
oron but less than 0 undiscounted Carrying
demand 2 years 5years  cash flows amount

—FRE BE-F REE  RERAE
EEX  BOR@F Bf  REKE RAEfE
HK$000  HKS000  HKS'000  HKS000  HKS'000
TR TR TR TR TEx

31 March 2017 “E-t5=ZfA=1-H

Trade and other payables SR ERTE 22,078 = = 22,078 22,078
Convertible bond designated as ~ #EE AR A TFESIERTE
financial iabilties at FVTPL BRRRE eREE
LR ES =

200,000 200,000 261,616

22,078

200,000 222,078 283,694
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NOTES TO THE FINANCIAL STATEMENTS Bt i8R & M sk
For the year ended 31 March 2017
BE-Z—tHE=A=+—HLEE

5. FINANCIAL INSTRUMENTS (continued) 5. @I E(E)
b) Financial risk management objectives and policies b) HMBEKREEBZERBRE)
(continued)
iv)  Liquidity risk (continued) iv) MBIEEERRK(E

Within More than
1 year 1 year 2 years Total
oron  butless than 0 undiscounted Carrying
demand 2 years Syears  cashflows amount
T 3 MEE  AEREE
EEX  BIRWEF IF REMR e
HK$000 HKS'000 HK$'000 HK$'000 HK$'000
TET TiEn TR TiEn TR

—

31 March 2016 ZB-AEZfAZt-H

Trade and other payables SRR 18,108 - - 18,108 18,108
Convertible bond designated as ~ #EE AR A FEFIR T E
financial liabilties at FVTPL ERNREERER
LR ES 200,000 -

200,000 317,650

218,018 - - 218,108 335,768
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NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017

BE-Z-

tF=A=t—-HILFE

5.  FINANCIAL INSTRUMENTS (continued)
b) Financial risk management objectives and policies
(continued)

v)

Credit risk

As at 31 March 2017, the Group’s maximum
exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an
obligation by the counterparties is the carrying
amount of the respective recognised financial
assets as stated in the consolidated statement of
financial position.

In order to minimise the credit risk, the
management of the Group has delegated a team
responsible for determination of credit limits, credit
approvals and other monitoring procedures to
ensure that follow-up action is taken to recover
overdue debts. In addition, the Group reviews
the recoverable amount of each individual trade
debt at the end of each reporting period to ensure
that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors
of the Company consider that the Group’s credit
risk is significantly reduced.

The credit risk on liquid funds and security deposit is
limited because the counterparties are banks with
high credit ratings assigned by international credit-
rating agencies.

The Group’s exposure to credit risk is influenced
mainly by the individual characteristics of each
customer and counterparties rather than the
industry or country in which the customers and
counterparties operate and therefore significant
concentrations of credit risk primarily arise
when the Group has significant exposure to
individual customers and counterparties. The
Group has no significant concentration of credit
risk, with exposure spread over a wide range of
counterparties and customers.
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For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

5.  FINANCIAL INSTRUMENTS (continued) 5. @I E(E)
c) Fairvalue c) ~»¥E

The carrying amounts of the Group’s financial
instruments carried amortised cost are not materially
different from their fair values as at 31 March 2017 and
2016.

Fair value hierarchy
The following table presents the fair value of the Group’s
financial instruments measured at the end of the

REEABHRATIIR 2 2B T
E7EmEER —T—+tFRk_
T-RF=A=+—RHZA¥E
WEBRDH -

ATFEBR
TREJAEESHIEZ AT
B DR REPEARFZEE

reporting period on a recurring basis, categorised into ’I‘_&L% B2 - WD BABBUE
the three-level fair value hierarchy as defined in HKFRS R R 13%( NERT = BT
13 “Fair value measurement”. The level into which a REZ=ZMAFELZRE - & AF
fair value measurement is classified is determined with BRI E0BZERTIELEMT

reference to the observability and significance of the
inputs used in the valuation technique as follows:

° Level 1 valuations: Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at
the measurement date.

° Level 2 valuations: Fair value 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

HETEMAEE IBRER
ERHREE

s FHHE:EBERFE—
R AR (ARG ERR
BEENABNEREMS
ZARERERE)FEZR
FE-

s FE_QMHE:ERE_R
AR (BIREEESRIZE
A2 FIERBARE) B
AERERTAIERE A

market data are not available. HEHEZRAFE - 77
BRpASEAEMSH

BZaABE -
o Level 3 valuations: Fair value measured using o F=HKEHE: FHAEKRT

significant unobservable inputs.

The Group uses an independent valuer to perform
valuations of financial instruments which are categorised
into Level 2 and Level 3 of the fair value hierarchy.
Valuation reports with analysis of changes in fair value
measurement are prepared by the independent valuer at
each interim and annual reporting date, and are reviewed
and approved by the financial controller. Discussion
of the valuation process and results with the financial
controller is held twice a year to coincide with the
reporting dates.

AESBAREBEAEZR
FE-

$§.ﬁLﬁiﬁ@%ﬁﬂ*%
NFEBRE-_BRE=HF 2%
BT EEITHE - SiE QA FERT
BT 2 HERSHB LG
BN ESFPHRFEERSE AR
2 WA SRR ERN RIE
WhARE BN RETF
MR REERRERER
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For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

5.  FINANCIAL INSTRUMENTS (continued)
c) Fair value (continued)
Fair value hierarchy (continued)

ERMTE(E)
© AFE(E
N TEBR ()

Fair value measurements as at
31 March 2017 categorised into
R-E—tF=A=+—-H2ZAVEFESE

Fair value at
31 March
2017 Level 1 Level 2
R=Z—tF
=B=+—H
ZBYE E—& BZR E=M
HK$°000 HK$’000 HK$’000 HK$’000
TEx THET THET THEx
Recurring fair value REMATETE
measurements
Liabilties: afE:
Convertible bond BT AR ATEY R
designated as financial ~ EEZFAEEZ &
liabilities at FVTPL BEZARRES 261,616 - - 261,616
Fair value measurements as at
31 March 2016 categorised into
RZB-RE=ZA=+—HZRATFEFESE
Fair value at
31 March
2016 Level 1 Level 2 Level 3
RZE—R5F
=A=+-H
ZNTHE F—1 B E=R
HK$'000 HK$’'000 HK$'000 HK$’'000
FET FET FAT FET
Recurring fair value REEDNFETE
measurements
Liabilties: BfE:
Convertible bond BT AN TET BRI
designated as financial ~ FEEZAEE 2 &/
liabilities at FVTPL BECBRES 317,650 - - 317,650

During the years ended 31 March 2017 and 2016,
there were no transfers between Level 1 and Level 2, or
transfers into or out of Level 3. 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.
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

5.

FINANCIAL INSTRUMENTS (continued)

Fair value (continued)

Information about Level 3 fair value measurements
The fair value of the convertible bond is equal to the
summation of the fair value of the liability component
and conversion option component, calculated using
discounted cash flows and binomial model, respectively.
The assumptions adopted for the valuation of the
convertible bond are as follows:

c)

i)

The estimation of risk free rate has made reference
to the yield of Exchange Fund Bill with same
duration as the convertible bond;

The estimation of volatility for the underlying
share price has considered the historical price
movements of those companies engaged in similar
industry;

The discount rate was arrived at based on the
Company’s credit rating and select comparable
corporate bonds with similar maturity and credit
risk to derive the range of comparable yield to
maturity as of date of valuation and the median
range has been adopted.

The estimation of dividend yield is based on
historical dividend payment of the Company.

5.

ERMTE(E)
© AFHE(E

FRE=RATHEFEZEHN
A ES A FESRAERD
AR D D RIIRBR RIS
mER-EAREBEATE
ZRNFAEZ A o FIHRARE A
BFRAZBRERAT

) MRS E PR
REVS SR
ex s e THE

i) AR R (B
RUREREMNTEZ AT
BB

i) REREDREBEARRZE
B R AEABEUR B
REEERRZEENE
HBABERMEIE © A
FHNEERZATE LR
FHU RS E - S EEK
ML EE -

v) BB EZHETTIERA
NEBEZ BREIRS °
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For the year ended 31 March 2017
BZ-_Z—tHF=A=1+—HILEE

5.  FINANCIAL INSTRUMENTS (continued) 5. €@MTHE(E)
¢) Fair value (continued) c) NAFE(E

Information about Level 3 fair value measurements
(continued)
Major parameter adopted in the calculation of the fair

AMEZROTEABZIARN

€

AEQFEMRRZEE2HH

value are summarised below: AT
31 March 14 March 31 March
2017 2017 2016
—E—+tF —E—+tF —E-XREF
=A=t+-—H =A+Wm™HE =A=+—H
Stock price A& HK$0.48 HK$0.49 HK$0.63
0.48%8 T 0.49% T 0.63787T
Exercise price 1T6EME HK$0.20 HK$0.20 HK$0.20
0.2078 7T 0.20/& T 0.2078 7T
Risk free rate 2 [ b I =R 1.071% 1.384% 0.276%
Discount rate BhIE &R 9.35% 9.43% 7.39%
Dividend vield i 8.5 0% 0% 0%
Time to expiration EI HA R 2.95 years 3 years 0.95 year
2.95% 3F 0.95%F
Stock price volatility BB E 76.25% 75.97% 116.09%

The significant unobservable input used in the fair
value measurement is expected stock price volatility.
The fair value measurement is positively correlated
to the expected stock price volatility. If the expected
stock price volatility has been 5% higher with all other
variables held constant, the Group’s profit for the year
would decrease and accumulated losses would increase
by approximately HK$773,000 (2016: increase in the
Group’s loss and accumulated loss by approximately
HK$1,531,000) during the year ended 31 March 2017.
If the expected stock price volatility has been 5% lower
with all other variables held constant, the Group’s profit
for the year would increase and accumulated losses
would decrease by approximately HK$591,000 (2016:
decrease in the Group’s loss and accumulated loss by
approximately HK$1,554,000) during the year ended 31
March 2017.
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NOTES TO THE FINANCIAL STATEMENTS B} 783k R KI5
For the year ended 31 March 2017

BE—$—tE=A=t-HALEE
5.  FINANCIAL INSTRUMENTS (continued) 5. €@mMTHE(E)
¢)  Fair value (continued) c) 2FEGE)
Reconciliation of Level 3 fair value measurements FRE=ZBATEHE Z¥ﬁ§
The movement during the year in the balance of financial FE-RRNVEFEZCRIBELS
liability of Level 3 fair value measurements is as follows: TFZ2FERESHNOT -
2017 2016
—E—tF ZE-RF
Convertible bond (note 25): AR ES (HEE25) HK$’000 HK$'000
FTERT TET
At beginning of the year RET 317,650 244,201
Total (gain)/loss recognised REEZPRRZ (ki)
in profit or loss: ERARE
Fair value change (credited)/charged to Bz (5t A),/
the profit or loss, included in change HR 2 A FEEE)
in fair value and loss arising from SPARGSRES 2
modification of convertible bond NFEEHRIER]
MRk EHFEE CER (61,975) 73,449
Loss on translation of convertible bond ¥ & LANEEHE
denominated in a foreign currency R ES AEE
into the functional currency, included B EE
in administrative and other operating SEATTE R E
expenses REBA 19,318 13,831
Total loss included in profit or loss SPAFRIER Z BIEEE
for the year (42,657) 87,280
Total (gain)/loss recognised in other REMEZEBARRZ
comprehensive income (W) BRARE
Derecognition on maturity AR EARS 4% | FRER (258,963) -
Recognition on date of extension RAIEH B EiFER 264,904 -
Loss arising from modification of BRI R ESEEL
convertible bond Eﬂé 5,941 -
Exchange difference on translation of W EB 25
functional currency to presentation fﬁ%ﬂq? A7 BB R R
currency (19,318) (13,831)
At end of the year RER 261,616 317,650
Total (gain)/loss for the year relating to BRENRE HREREEEZ
financial liability held at the end of STREBEEHZTIIZ
reporting period: FRRE)/ERAE
— under change in fair value and loss — AR ES 2 A TE
arising from modification of R RETRRES
convertible bond EE R (3,288) 73,449
— under administrative and other — REAITER R E b &
operating expenses 6,209 13,831
2,921 87,280
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For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

6. REVENUE 6. W=
Revenue represents the amounts received and receivable for WESE A EBEEER T HINE PR
coal sold by the Group to outside customers, less returns, FIRE B ERIEETRE 2D W
discounts allowed and value added tax. An analysis of the RIEWHRIE « KEEZIMADTAT ¢

Group’s revenue is as follows:

2017 2016

—E—+tF TE—RF

HK$’000 HK$'000

FExT FHT

Sales of coal HE MK 73,024 59,841
7. OTHER REVENUE 7.

2017 2016

S ] = -

HK$’000 HK$’000

FHxT FHBT

Interest income on bank deposit RITIE R Z F B 2,822 5,856

Others Hith 7,121 10,159

9,943 16,015
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For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

SEGMENT INFORMATION

The Group’s operating segments, based on information
reported to the chief operating decision maker who is also the
executive director, for the purpose of resources allocation and
performance assessment, is more specifically focused on the
types of goods delivered and services provided by the Group’s
operating divisions.

Coal mine business is the only reportable operating segment,
from which the Group derived its revenue from sale of coal.
Accordingly, no further segment information is provided.

The geographical location of customers is determined
based on the location where the goods are delivered. The
Group’s revenue and results from operations mainly derived
from activities in the PRC. Activities outside the PRC are
insignificant. The principal assets of the Group are also located
in the PRC. Accordingly, no geographical segment information
is provided.

Information about major customers
Revenue from external customers contributing 10% or more of
the total revenue is as follow:

2EEHR
AEBEEDBEDEERKFER
ERErEEERREHT/ATE
FIREZERETON - LEIE
AEBEREN BN E MR H
R 2 KB -

BRREBR/E—ARELENE M
AEBW YR B Z DB Z KR H
€ o At ERHE S DEER -

BEPRAE KBS MR E
E o AREZWamREEEEDRE
REZ X o ERBEEINZ RHFA
BEX - AEBzTEEETHUNF
o Btk - SRR D EER -

FREIEEPZER
M ER10% A E 2 BINE P 2 U
A

Customer A ZPA

Customer B ZFB

Customer C EFC

Customer D ZFD

Customer E BFPE

* The corresponding revenue did not contribute 10% or more of the
total revenue of the Group during the year ended 31 March 2017 or
2016.

2017 2016
—E—+tF —E-RF
HK$’000 HK$'000
FET FHET

. 21,264

. 8,192

. 6,713

20,522 *
18,920 *

* REBEEZZT—tFH T - F=HA
=+—HLFE - AERETEEARE
B AU EE10% 3 A £ o
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For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

PROFIT/(LOSS) BEFORE TAX 9. BREANER,(EE)
Profit/(loss) before tax has been arrived at after (crediting)/ BEADER(EBE)E (GEA), Nk
charging: THIRIE ¢
2017 2016
—E—+tF —E-RF
HK$’000 HK$’000
FExT FET
Amount of inventories sold HEREZ SR 48,426 35,309
Amount of inventories recognised as an  WR AR 2 FESHE
expense 48,426 35,309
Staff costs (excluding directors’ ETIXA(EE=ME
remuneration (Note 13)) (BFE13)BRII)
Basic salaries and allowances EARF & MOERL 9,076 9,475
Contributions to defined contribution TE R TR RGT SIE 50
retirement plan 626 1,137
9,702 10,612
Depreciation of property, plant and Y - BEMERETE
equipment 3,501 4,898
Amortisation of intangible assets ER A EHE 2,710 8,877
Less: Amounts captialised in inventories &, : FEE ARt E %8 (1,112 (5,665)
Amounts included in cost of sales FFASHEK A SRR 1,598 3,212
Auditor’s remuneration ZEAT &
— audit services — 2B 740 710
— other services —H AR 300 300
1,040 1,010
Operating leases charge TEHERY 2,495 2,603
Net exchange loss on financial liabilities 12 A A BRI fEiB R AR TR
at FVTPL ZeRat s ELBEREE 19,318 13,831
Other net exchange gain E Ao PE H Y a F 58 (7,828) (6,730)
Loss on disposal of property, HEWME  BEMEREZEE
plant and equipment = 87
Impairment loss on intangible assets EREERYE  BEK
and property, plant and equipment BiERERE = 12,012
Interest income on financial assets not & A FEFI R EBREA
at fair value through profit or loss BRIE 2 SR EE 2 H WA (2,822) (5,856)
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For the year ended 31 March 2017
BE-Z—tF=A=1+—HLEE

10. INCOME TAX EXPENSE

10. Frf8%ip

2017 2016
—E—tF —E—RF
HK$’000 HK$'000
FHT FHET

Tax expense comprises: FeBiEZasE
Hong Kong Profits Tax EENEH

— current year —ARFE
Tax in other jurisdictions Hi xR 2 Bim

— current year —ARFE

— under-provision in prior years —BEFERETRE
Deferred tax (Note 27) EIERIE (P3E27)

Hong Kong Profits Tax has not been provided for in the
consolidated financial statements as there was no estimated
assessable profits being derived from Hong Kong for both
years ended 31 March 2017 and 2016. Where there is Hong
Kong assessable profits, Hong Kong Profits Tax is calculated
at 16.5% of the estimated assessable profits.

7,127 7,579

206 -
7,333 7,579
1,821 (1,511)
9,154 6,068

HREZEZE-ZE—tFR-_T—ARF=
A=Z+—BLMAFERN WEFRA
EBZEEERBOEF - A ER LR
BMBHRESRB B GBI IELEE -
WEREBEBZERBEF - BAEFH
MERIR G ERBER 2 16.5% 3k
BTE .
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For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

10. INCOME TAX EXPENSE (continued)
The Company is incorporated in Bermuda and is exempted
from income tax in Bermuda. The Company’s subsidiary
established in the British Virgin Islands is exempted from
income tax in the British Virgin Islands.

Under the Law of the People’s Republic of China on Enterprise
Income Tax (the “EIT Law”) and Implementation Regulation of
the EIT Law, the tax rate of the PRC subsidiaries is 25% for
both years.

The tax expense for the year can be reconciled to the profit/
(loss) before tax per the consolidated statement of profit or loss
and other comprehensive income as follows:

10. FrSHiBX (&)
AATRESEET MR LR
INEEEER - AARNEBEL
BB 2 B A AR G M N
B BEB ISR -

BEFEARLMBLEMER A
([ERBTE]D) REERBRIEZ
BHEiEG PR BARRMESE
R AB25% °

Profit/(loss) before tax

Notional tax on profit/(loss) before tax,
calculated at the rates applicable to
profit/(loss) in the countries concerned

Tax effect of expenses not deductible for
tax purposes

Tax effect of deductible temporary

difference previously not recognised ERBBEE
Tax effect of income not taxable for tax ~ F/EZRIUA 2 Fifs

purpose
Tax effect of temporary differences and

tax losses not recognised EE g E
Under-provision in prior years BAEFERETR
Tax expense for the year AFEHIBFET
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BREATEF,(E1R)

ERIENEHERES RN,
(B18) MR R E R
ArE A, (B518) 2 BEBIA

TMEMB R Z B

BEARTERZ INBE R

AERZ B ZR LA

AFEERBRTHEGAESREMS
EURERPBRBATERN,(E18) 24
BRU0R -
2017 2016
S ssa =~
HK$’000 HK$’000
FET FET
57,421 (73,540)
10,280 (11,705)
Fe
8,267 17,460
11 -
e
(9,606) (554)
(4) 867
206 -
9,154 6,068
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For the year ended 31 March 2017
BE-Z—tF=A=1+—HLEE

11.

12.

DIVIDEND 11.

No dividend was paid or proposed during the year ended 31
March 2017, nor has any dividend been proposed since the
end of the current reporting period (2016: Nil).

EARNINGS/(LOSS) PER SHARE 12.

a) Basic earnings/(loss) per share
The calculation of the basic earnings/(loss) per share
attributable to the owners of the Company for the year is
based on the following data:

8=\
REBE-_ZT—tF=-A=1t—HLL#F
JE RBE IR N TN B RIR AR - M
B 7N 3R o5 H ) 4 R DA 2R O A S Ak A
ERRES(ZE—RF : #|) -

ZRAEFN(ER)

a) SREABRH(EH)
AR FRE A FRNERER
BF/ (518) THiRIE T 5 Bt

At
= .
>t

2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
FHET FET

Profit/(loss) B (E58)

Profit/(loss) for the purpose of basic FAIASHEGRREARET]
earnings/(loss) per share (Profit/ (F518) 2% H,/ (F548)
(loss) for the year attributable to (RAREEAELREFEA
owners of the Company) wA(E58))

Weighted average number of EERMNETSH
ordinary shares
Weighted average number of AUGTETREARET,

48,267 (79,608)
2017 2016
—E—+tF —E—RF

ordinary shares for the purpose of  (E538) 2 E @A hniE Fi5 &

basic earnings/(loss) per share

765,373,584 765,373,584
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For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

12. EARNINGS/(LOSS) PER SHARE (continued) 12. BREF,(FH#E) (&)
b) Diluted earnings/(loss) per share b) EREHERT(EHE)
The calculation of the diluted earnings/(loss) per share RARHEE ANEHFANTIRES
attributable to the owners of the Company for the year is BH/(E18) hiRE 5 &ugst
based on the following data: i
i)  Profit/(loss) for the year attributable to owners ) AXFABEAELERNE
of the Company (diluted) (B8 (BiEHE)
2017 2016
—E—+F —E-REF
HK$’000 HK$’000
FEIT FAT
Profit/(loss) for the year attributable A AEIRER
to owners wF (EE) 48,267 (79,608)
Change in fair value and AAE S 2 A HE
loss arising from modification of & &) R &S] A #fk
convertible bonds* EHREEEER (56,034) -
Exchange loss on convertible AN E S 2 [E 5 E5 i
bonds* 19,318 -
Profit/(loss) attributable to BB AEEEF(EE)
owners (diluted) (fe5s) 11,551 (79,608)
i)  Weighted average number of ordinary shares i) LERMEFEHE(ZE
(diluted) i)
2016
AN
Weighted average number of FAUETESRER
ordinary shares for the B/ BBz
purpose of basic earnings/(loss) IR INRE S8R
per share 765,373,584 765,373,584
Effect of conversion of convertible — #54% AI 44 NG (5 25~ 548+
bond* 1,000,000,000 -
Weighted average number of RAUEERES
ordinary shares for the B/ (BE)z
purpose of diluted eamnings/(loss) @ A% H1AE F 9 EX
per share 1,765,373,584 765,373,584

The calculation of diluted loss per share for the
year ended 31 March 2016 does not assume the
conversion of convertible bond since its conversion
would result in a decrease in loss per share. The basic
and diluted loss per share are the same.

130 / NANNAN RESOURCES ENTERPRISE LIMITED MiRE# AR AT

HREBRATBRERESE
BRERBERLD K
EHET-RE=
A=+—BLFEEESK
BEBENYEBRSRE
s SREARE
SEEEMAR -



NOTES TO THE FINANCIAL STATEMENTS B3R 3k i s

For the year ended 31 March 2017
BE-Z—tF=A=1+—HLEE

13. DIRECTORS’ AND SENIOR MANAGEMENT’S 13. EERSREEAESHS
EMOLUMENTS

a) Directors’ emoluments a) EEi&
The emoluments paid or payable to each of the six (2016: EffREMS B (ZE—X
seven) directors were as follows: FER)ESZHSOT
For the year ended 31 March 2017 BE-_Z—t+tF=A=+—HL
FE

Other emoluments
Hithff &

Salaries, Retirement
allowances benefits
and other scheme

benefits contributions Total

e - EEE RIRER
e REMER B R
HK$’000 HK$’000 HK$’000 HK$°000
THET THT TFET FET

Executive directors: #{TE= :

Lo Fong Hung EHA - 700 18 718
Wang Xiangfei FEAR - 480 12 492
Kwan Man Fai Ehes 500 - - 500

Independent non- BIFEHITES !
executive directors:

Wong Man Hin, =X H

Raymond 288 - - 288
Lam Ka Wai, Graham  #AZ &L 288 - - 288
Chan Yiu Fai, Youdey — FRiZ#2 288 = = 288

1,364 1,180 30 2,574
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For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

13. DIRECTORS’ AND SENIOR MANAGEMENT’S 13. EERSHEEAEMS (E)
EMOLUMENTS (continued)
a) Directors’ emoluments (continued) a) EEME(E)
For the year ended 31 March 2016 BE-_E—XRE=ZH=+—HI
£E

Other emoluments

HAt %

Salaries, Retirement
allowances benefits
and other scheme
Fees benefits  contributions Total
e o R RIREF
e REAMER FTEIHR HazE
HK$’000 HK$’000 HK$'000 HK$'000
FH&T FAT FAT FAT

Executive directors: #{T=%= :

Lo Fong Hung AL - 720 18 738
Wang Xiangfe F A - 480 18 498
Kwan Man Fai B E 480 - - 480

Independent non- BAUEHITESE !
executive directors:

Wong Man Hin, B

Raymond 288 - - 288
Lam Ka Wai, Graham % & 288 - - 288
Chan Yiu Fai, Youdey — BRIR#E 288 - - 288
Xu Xiao Sheng N (R

(resigned on —E—REF—HA

21 January 2016) —+—HEHMT) 231 - - 231

1,575 1,200 36 2,811
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For the year ended 31 March 2017
BE-Z—tF=A=1+—HLEE

13. DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS (continued)

b)

c)

Senior management’s emoluments

Of the five individuals with the highest emoluments in
the Group, three (2016: three) were directors of the
Company whose emoluments are set out above. The
emoluments of the remaining two (2016: two) highest
paid individuals were as follows:

13. EENRENEBASME(E)

b) BHREEAESME
RASBRERSHALH @ =
FZ(ZT—RF : ZR)RARF
B HMEHN EX - 52 TW
FH(ZE—RF - MB)RSFA

Salaries, allowances and e R REAMET
other benefits
Retirement benefits scheme

contributions

RIEMET IR

The emoluments of the two (2016: two) highest paid
employees fall in the following band:

TEBEmT
2017 2016
—E Lt TTE—RHF
HK$’000 HK$’000
FHxT FiBT
1,368 1,628
28 30
1,396 1,558

M (ZF—R"F  MB)RSH
BEZMENF TN EE :

Number of individuals

2016
—E—RF

Nil - HK$1,000,000
HK$1,000,001 — HK$1,500,000

£ 21,000,000/ 7T
1,000,001 7T %=
1,500,00078 7T

No emoluments have been paid or payable by the Group
to the directors of the Company or the five highest paid
individuals as an inducement to join or upon joining the
Group, or as compensation for loss of office during the
two years ended 31 March 2017 and 31 March 2016.

c) MREE_T—tF=A=+—H
RZZE—RF=A=+—HIM
EFE  AEBEYEALAFE
ERARREIHA LTI HEN
Z & PAE R F N A SR [ Bk
RIS B 2 R - HER
%5 2 BERAR(E -
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For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

14. PROPERTY, PLANT AND EQUIPMENT

14. Y% - BMERKRE

Furniture,
Leasehold equipment
land and Plantand  and motor
buildings  machinery vehicles Total
HETHR &
BFY RBEREE RERSE k]
HK$'000 HK$'000 HK$'000 HK$'000
TET THET FTAET FAET
Cost BRA
At 1 April 2015 RZE—RFNA—H 11,588 26,984 5,406 43,978
Exchange realignment 0 5 A% (578) (1,339) (296) (2,213)
Additions R 353 348 1,534 2,235
Disposals HE - - (270) (270)
At 31 March 2016 R-Z—R"E=A=1+—H 11,363 25,993 6,374 43,730
At 1 April 2016 R-Z—X"FMNA—H 11,363 25,993 6,374 43,730
Exchange realignment fE 5 AR (721) (1,659) (405) (2,785)
Additions NE - 361 44 405
Disposals HE - - (16) (16)
At 31 March 2017 R-E—+F=A=+—H 10,642 24,695 5,997 41,334
Accumulated depreciation, REHE  BHERRE
Amortisation and impairment
At 1 April 2015 RZE—RFNA—H 3,128 14,658 4,330 22,116
Exchange realignment 0 5 A% (206) (816) (232) (1,254)
Charge for the year KEEYH 1,315 2,978 605 4,898
Impairment loss HEEE 1,219 1,569 317 3,105
Eliminated on disposals HER - - (183) (183)
At 31 March 2016 R-Z—X"E=A=1+—H 5,456 18,389 4,837 28,682
At 1 April 2016 RZE—RFMEA—H 5,456 18,389 4,837 28,682
Exchange realignment B S AR (370) (1,213) (320) (1,908)
Charge for the year REESH 1,032 1,953 516 3,501
Eliminated on disposals I E R 8 - - (16) (16)
At 31 March 2017 RZE—+F=A=1+—H 6,118 19,129 5,017 30,264
Carrying amount IREE
At 31 March 2017 RZE—+F=A=1+—H 4,524 5,566 980 11,070
At 31 March 2016 RZZE—RE=A=+—H 5,907 7,604 1,637 15,048

134 / NAN NAN RESOURCES ENTERPRISE LIMITED #idi&REZHR A



NOTES TO THE FINANCIAL STATEMENTS B3R 3k i s

For the year ended 31 March 2017
BE-Z—tF=A=1+—HLEE

14. PROPERTY, PLANT AND EQUIPMENT
(continued)
The above property, plant and equipment are depreciated on a
straight-line basis at the following rates per annum:

Leasehold land and buildings Over the
shorter of the

term of the

leases or 3.33%

Plant and machinery 10% to 25%
Furniture, equipment and motor vehicles 10% to 25%

The analysis of carrying amount of leasehold land and building is
as follows:

14. Y%  BMERRE(E)

L% - BERRRAERART
B4 KEHEHTE

HETHRIEF RHE
FHRTL

3.33% 7 [l

BEE

R 55 N i 2% 10%%E25%
BRI BRERAE 10%225%

HELHMEFREEITWT

2017 2016
SEsd =~

HK$’000 HK$’000

TR b

Outside Hong Kong LA F BRI

No impairment loss was recognized during the year ended 31
March 2017.

During the year ended 31 March 2016, in view of significant
decrease in demand of coal, the directors of the Company
consider that the recoverable amount (considered to be the
same as the value in use (“VIU”) of the cash generating units
(“CGUs"), mentioned in note 15(ii) below) of the CGUs is lower
than the carrying amount. Therefore, the directors of the
Company made an impairment of HK$3,105,000 to write down
the carrying amount of property, plant and equipment.

4,524 5,907

i

REBEZE_FT—+F=_A=1+—HBLF
E - BEERAEsE -
HE-_Z—XNFZA=+—HILF
B BRIBERFLEETSE AR
REERARACEAEM([REE
HEBA) Z A Ukl 4 E8 (B T ST
FEAB()FTI M AR B IR e E A B AL
FEAREBE(ERAEBEE]) —B)ERAE
REE - Bt ARRIESEE/EDN
3,105,000 LR RVE + AU %
[ 5s I 584k 2 BRTAE ©

i
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For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

15. INTANGIBLE ASSETS

15. BEFEE

Exploration and

evaluation assets Mining right Total
BARRAGEE R o)
(Note i, iii & iv) (Note i, i, &iv)
GER) GERY)
HK$'000 HK$'000 HK$'000
THL THT AL
Cost B
At 1 April 2015 RZE-AFMA—H 50,958 107,863 158,821
Exchange realignment R E (2,516) (5,325) (7,841)
At 31 March 2016 R-Z—"F=A=1—H 48,442 102,538 150,980
At 1 April 2016 RZE—R"EMA—H 48,442 102,538 150,980
Exchange realignment e 3, 9% (3,076) 6,511) (9,587)
At 31 March 2017 RZE—+F=A=+—H 45,366 96,027 141,393
Accumulated amortisation and R ##RFE
impairment
At 1 April 2015 RZZ—HFMA—H 50,958 44117 95,075
Exchange realignment [ 5 AR (2,516) (2,539) (5,055)
Charge for the year AEELH - 8,877 8,877
Impairment loss wEEE - 8,007 8,907
At 31 March 2016 RZE-—~F=A=+—H 48,442 59,362 107,804
At 1 April 2016 RZE—"EMA—H 48,442 59,362 107,804
Exchange realignment [ 5 5% (3,076) (3,832) (6,908)
Charge for the year AEEZH - 2,710 2,710
At 31 March 2017 R-E—+E=A=+—H 45,366 58,240 103,606
Carrying amount HREE
At 31 March 2017 RZE—tF=A=1+—H - 37,787 37,787
At 31 March 2016 RZE—"F=A=t—H - 43,176 43,176
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For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

15. INTANGIBLE ASSETS (continued)

Notes:

i)

i)

The mining right and the exploration and evaluation assets acquired
as part of a business combination during the year ended 31
March 2010 were initially recognised at their respective fair values
on acquisition with reference to a professional valuation using
discounted cash flow method based on the operating environment
of each of the operating entities.

Mining right

At the end of each reporting period, the management conducted
impairment review of the mining right. As at 31 March 2017, with
reference to valuations conducted by an independent professional
valuer using discounted cash flow method, the management
expected that the recoverable amount of the mining right exceeded
its carrying amount, and no impairment loss was recognised during
the year ended 31 March 2017.

During the year ended 31 March 2016, given that the global
economy was slowing down and China’s economy was under
downward pressure, there was oversupply of coal leading to the
continuing decrease in coal price during the year, the directors of
the Company had estimated the recoverable amounts of the non-
current mining assets of the coal mining business of the Group (the
“Coal Mining Assets”) for purposes of impairment testing.

In such connection, the Company engaged Roma Appraisals
Limited, an independent professional valuer, to assess the value
in use (‘VIU”) of the Coal Mining Assets. In assessing the VIU of
the CGUSs, the future cash flows of the coal mining business which
covers the remaining periods of the mining right of the mine are
discounted to the related present values using a pre-tax discount
rate that reflects current assessment of the time value of money and
the risks specific to such business. Parameters used in the projected
cash flows included but were not limited to selling prices and sales
volumes of coal, production cost and other expenses, capital
expenditure, production plan and discount rate, respectively, which
reflected the current conditions of the market and the Group and
estimated trend in the future.

When evaluating the appropriate discount rate for each of the
CGUs, the CAPM had been used. Under CAPM, the appropriate
expected rate of return was the sum of the risk-free return and the
equity risk premium required by investors to compensate for the
market risk assumed. In addition, the expected rate of return of the
CGUs was expected to be affected by other firm specific risk factors
that are independent of the general market. The cost of equity was
determined by the risk-free rate, market return, and estimated beta
of the CGUs and firm specific risk factors. The pre-tax discount rate
of 26% used in assessing the VIU of the CGUs of the Coal Mining
Assets.

15.

BIEE(R)

Bt -
i)

i)

HE_Z-ZF=A=+—HILFEW
BREREANDRNIEEEERES
B B0 UPRIZELERBLE
REZOHBRESRETAFHZEX
BE NFARERE G 2 AFEE
‘:'7‘J\ °

ERUERE

RERSHMERE  EEEHERE
HEETTRERN R _F—tF=HA
=T -BE2RBLEXGEMERER
BReRETAEHZME  ERER
HiRm 2 rT i S R R E AR E(E
ERBE—Z—+F=A=+—HIF
B BEERREER

REBEE-_Z—R"EF-ZA=+—HL®HF
& BRI ERE R B AR
TR+ B ARSI B ik B
RERFETE  AARERCTER
SEEREN 2 IERB R A E ([ HE
BE ]zl El S BAERER -

Hit - ARFEREBY HELEME
HEEFEBERARMIEEEEZE
REE(EREED - RFFHEREES
B2 EREER - RREBZARHR
BRECRERS 2 R 2 RERIRE)
AR RRE R G2 EBEEE
PEEES S i P R
REHEBRE - BARSREMER 22
R BEETRR RIS RALE
BARA BRRAGFHE S 2 Bk (B I 38
B AERAREMAS - BARX
HERTHI KRR

Rt ReEEEL 2 EARREX
B DERABEABEEEERN - RiE
ERBEFEEN  aEZEREHRE
AR BRI E R PR
35\ ga 1 ZRER {5 HE L B g (B N & 2 48
Ao gbHh - FREER S EA B 2 BHE
R BIEERE T IS LA 2 HoAt Bl TE 4
ERBERMTE - EERATIRER
A - TISEERERSEEEN 2 fh
SR RBUAREE S ERARERE
EoRMARBEEECREELBMY
EREERAEANBRRABERERS
26% °
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For the year ended 31 March 2017
BE-—Z—tF=A=+—HLFE

15. INTANGIBLE ASSETS (continued)

Notes: (continued)

i)

Mining right (continued)

Based on the assessment, the VIU of the CGUs of the Coal Mining
Assets was HK$57,980,000 as at 31 March 2016, resulting that
an impairment loss totalling HK$12,012,000 should be made
for the property, plant and equipment and the mining right. The
Group allocated the impairment based on their relative carrying
amounts amongst the Coal Mining Assets. Accordingly, impairment
for items of property, plant and equipment of HK$3,105,000 and
impairment for mining right of HK$8,907,000 were recognised in the

15. B EE (&)

e

ii)

(48)

PRI ()

BEFE  RZT—A"F=ZA=+—
g ﬁ%ﬁ%Zﬁ%Fi sh 2 fE A
{&{H A57,980.0007% 7T+ EBUET Y
¥ - BB KRB RIRTEE L 2T
A12,012,0008 T 2 R EEE - &
SERBEREEENBBERAES R
A o BRI - WE - BB RREEE
% 183,105,000 7 7T JA I £R 42 #E 5 (&

consolidated statement of profit or loss and other comprehensive 8,907,000 B TEN =T — R FREE
income during 2016. B R EAM 2 E R NER

i)  Exploration and evaluation assets i) WERIGEEE
The exploration and evaluation assets represented the exploration R EEEERAEREE 2 BF
right possessed by the Group. For the year ended 31 March 2013, BoHE_ZE—=F=A=t+—HItF

the exploration and evaluation assets were fully impaired in profit
or loss based on a professional valuation, which concluded that no
defined or reliable future economic benefit could be drawn due to
the following facts and circumstances:

- the exploration right had been renewed twice and the expiry
date of it would be on 20 February 2014;

- according to a legal opinion obtained by the Group, that
under PRC law and regulation the exploration right could only

B SRR EED RS E A ER
1A BROAE - AR TR E
BASR - A%E A% AU HRES
A 2 MR

— HHEEEEEMA > TER=
T-NF-_A=-+HRH:

- RBREAEEMSZEZER
RABDERRERT @ B

be renewed twice, and no further renewal for period beyond EUEEMX  UWERZZE

20 February 2014 could be obtained; —HE_RA-t+HEEELRE
BRI

- On 19 March 2014, the relevant government bureau — R-ZZE—WME=A+hIB &

exercised an administrative discretionary right and granted a
renewed exploration right with valid period from 25 February
2014 to 25 February 2016;

- On 19 May 2016, the Company further obtained a renewal
permit from Xinjiang Land Development granting the renewal

B DT A A 1T R 1T R 1B #E
RTEZEHFRE  BHEE =
Z—NE_f-_+HBAE=_Z
—A~FZAZ+HEH:

- RIE-XRFREA+AA X
NRABEMBERLTERBES

of the Exploration Permit with valid period from 5 April 2016 BEESRMEAFE  HERE
to 5 April 2017; EERDEHAAIELEE A
MHBE T "FMNARAR

- On 16 May 2017, the Company further obtained a renewal
permit from Xinjiang Land Development granting the renewal
of the Exploration Permit with valid period from 16 May 2017
to 16 May 2019;
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NOTES TO THE FINANCIAL STATEMENTS B/ % 3 3= Bff &

For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

15. INTANGIBLE ASSETS (continued)

Notes: (continued)

i)

iv)

Exploration and evaluation assets (continued)

- the management re-assessed the status and considered
that the Group is not able to obtain a mining right prior to the
expiry of the exploration right; and

- that no defined or reliable future economic benefit could
be drawn based on the current progress relating to the
Optimization and Upgrading Plan (as defined in iv below).

As at 31 March 2017 and 2016, despite the successful renewal
of the exploration right, with reference to a professional valuation
conducted by an independent professional valuer, the Group
concluded that no defined or reliable future economic benefit could
be drawn from it and the impairment loss should not be reversed
with the following reasons:

- The Group intends to hold the exploration right until the
Optimization and Upgrading Plan is approved;

- due to the Optimization and Upgrading Plan, it is not feasible
and practicable for the Group to obtain a mining right; and

- that defined or reliable future economic benefit could not be
drawn based on the current progress of the Optimization and
Upgrading Plan.

During the year ended 31 March 2012, the Department of Land and
Resources of Xinjiang Uygur Autonomous Region (the “Xinjiang Land
Department”) informed the Group that pursuant to the instructions of
the National Development and Reform Commission of the PRC, the
Xinjiang Land Department is planning a management restructuring of
different coal mines in the Xiheishan Mining Area (the “Optimization
and Upgrading Plan”), where the Group’s Kaiyuan Open Pit Coal
Mine (the “Kaiyuan Mine”) and Zexu Open Pit Coal Mine (the “Zexu
Mine”) are situated.

On 14 March 2012, a proposal (the “Proposal”) was issued by
the People’s Government of Mulei Kazak Autonomous County,
where the Group’s Kaiyuan Mine is located, to the Administrative
Bureau of Coal Industry of Changji Prefecture (the “Changji
Administrative Bureau”). According to the Proposal, which is part
of the Optimization and Upgrading Plan, the mining area of the
Kaiyuan Mine, where the Group is now conducting mining activities,
is proposed to be increased to 4.12 square kilometers, with the
estimated additional coal resources of approximately 131.18 million
tonnes. In the Proposal, it is also stated that the production capacity
of the Kaiyuan Mine will increase from 0.9 million tonnes per year to
3 million tonnes per year.

BIEE(R)

(iKs3

i)

iv)

(#8)

BRRHEEE (F)

- ERESHHGER BRAE
FEREER B R R IR EUE
PRt -

- EREEARTR(EERTX
iv)Z BRTEE - BIREEZRE
FRRE S ] SEAC A AR

RZE—+tFRZT—R"F=A=1+—
B - &EXIEEHDRE - KRBT
BEGEMRH BELER  FA5E
A NEE B ESEARSIARER
A SR 4L R |2 SR (B 1B ERE ] - T
HERATRA :

- AREHRFSAHREEEEL
TR RS

- ERELARFR - AEER
RES R I B AT
K

- EREBLEARFTRZEFE
g BEREERGHRERAE

B o

HE_T——F=-A=+—HILEFE"
T RE R R R EREE ([ FEE
TEREDMEAEE - BREPEBEK
BRANEZEGZETR T+ A
REERAARLERANTREEELE
BEARE(EEARFTR]D)  AEH
ZHRBERERE(TSURERE]) REBE
RERE(D2IBERE D RZERR -

RZTE—=ZF=A+WHE  ~&EES]
BEBAAEZARRERBAEZEAR
BEmEEMER TEERR(EFE
ERDELEE(TERE]D - BEABL
FBRAR—BH 2B - NEBEETT
FEEE 2 IURER FIREEREZR
BEA12FH AR - AT EIRERNA
131.18 B & ME - REFHH - HIIAE
REE BB F00ABHIEES
FIHEM o

Annual Report 2017 &5

/ 139



NOTES TO THE FINANCIAL STATEMENTS Bf 3R &R Mzt
For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

15. INTANGIBLE ASSETS (continued) 15. BEEE (&)
Notes: (continued) MiEE - (88)
iv)  (continued) iv) (%)
The Group received a letter dated 13 June 2012 issued by the REEREESEERNBNERE
Changji Administrative Bureau (the “13 June Letter”) informing the BERE BB RAMEEZB8MAS
updated status of the Management Restructuring Plan. According to T——FARAt=AZ&H(XA+=
the 13 June Letter, the following proposals in relation to the Group’s A ]) - RESA+H =B &4 - 77
Kaiyuan Mine and Zexu Mine (the “Updated Proposals”) have BEAEBYRERINSBER Y 2
been submitted to the working group head office for coal industry (x| BREFBETHEAR
structural upgrade work of Xinjiang Uygur Autonomous Region for HREFERE AR TIEEE/ B
consideration and approval: NEVERFIL
- The Group’s Kaiyuan Mine will be restructured and upgraded, - AEBEZIRERESSUE R A
and the exploration rights in the Zexu Mine granted to the B MEFAERZZEER
Group will be terminated; and ERIER AL R
- The mining area of the Kaiyuan Mine, where the Group is now — REBEETHEZSH ZIR
conducting mining activities, is proposed to be increased HE 2 FRREEEZE B 1.1596
from 1.1596 square kilometers to 4.12 square kilometers, FHREEEANFHARE 4
with the estimated additional coal resources of approximately FHEEERYA131.18 5 BN -
131.18 million tonnes.
The directors of the Company are of the view that as the above AAREERERR LlERDEST
proposals are still subject to final approval by the People’s BHETHREARARBITREELL - W
Government of Xinjiang Uygur Autonomous Region, it is uncertain FiEHELREENEARMZE o W
whether the above changes will be materialised. The Group will BEEIbE  NEEBREBYAER
engage an independent qualified valuer to value the additional coal (HER S EINETE S RETTIHE -
resources when the final approval is obtained.
16. GOODWILL 16. BHE
HK$'000
FAT
Cost A
At 1 April 2015, 31 March 2016 and 31 RZZE—RFMHA—R/ —ZZFT—RF=H
March 2017 =t+t—HBER=ZZE—+tF=A=1+—H 37,469
Impairment RE
At 1 April 2015, 31 March 2016 and 31 RZZE—RAFMNA—RH  ZZ—X F=A4
March 2017 =t+t—HERZZE—+tF=A=+—H (37,469)
Carrying amount REE
At 31 March 2017 RZZE—+F=A=+—H -
At 31 March 2016 RZE—R"E=H=1+—H -

140 / NAN NAN RESOURCES ENTERPRISE LIMITED #idi&REZHR A



NOTES TO THE FINANCIAL STATEMENTS Bf i3k &R Mzt
For the year ended 31 March 2017
BE-Z—tF=A=1+—HLEE

16.

17.

18.

GOODWILL (continued) 16. BWE (&)
At the end of the reporting period, the carrying amount of RNPEHBERE - PMEZZERS
goodwill allocated to these CGUs is as follows: EEBMEERMENT -
2017 2016
—E—+tF —E-RF
HK$’000 HK$’000
FTHERT FAT
Qitai County Zexu Trading e BEEEE
Company Limited BRETRA R E#IER
(FEREEREAREERR) FHHIRSELEEAM )
(‘E&E CGU") - -
Mulei County Kai Yuan Coal REZIFRHERERETAA
Company Limited ([FRERSELSM])
(REHZINRERERE LR
(“Mining CGU”) - -
The goodwill arising on acquisition of Qitai County Zexu WESABREEMERREERFIR
Trading Company Limited (& & B 2/EEHE AR EE2AF]) and NeEZHRERBREETARIMES
Mulei County Kai Yuan Coal Company Limited (/<2 85 Rkt CHENEE-_E——F=A=+—
RAREERT) was fully impaired during the year ended 31 HiIEFEBRERE -
March 2011.
SECURITY DEPOSIT 17. RERE
The balance represents a deposit placed with a bank to secure EHRIBEASBENHEIRZEF IEREE
the Group’s obligation to restore the environment when mining TEEREZEAMNRBTEEZT
activities ceased. The deposit bears interest at the prevailing Ko BHRIRER ZRITREEF X
bank saving interest rate and can be withdrawn upon the B WA AASE 2 SRR R T
expiry of the Group’s mining right and fulfillment of environment FIRIBIEZR B (ERFIREN -

restoration obligation.

INVESTMENTS IN SUBSIDIARIES 18. RIBARZIRE
The Company
b /N

2017 2016
—E—tHF —E—RF
HK$’000 HK$’000
FET FHET
Unlisted shares, at cost JE LR - AR - =
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For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

18. INVESTMENTS IN SUBSIDIARIES (continued) 18. RHIE QR Z2RE (&)
Details of the principal subsidiaries held by the Company as at ARBRZE—FR_E—RF=
31 March 2017 and 2016 are as follows: B=+—B&EE2FERNB LTS
LU

Place of

incorporation/

registration and Issued shares/

Class of operation registered capital Percentage of equity
Name of subsidiary shares held AR/ ERR BRARG/ attributable to the Group ~~ Principal activities
WEARAH fiRtEn  SEud AfmER AEERERERIY IEY
2017 2016
“E-+F SN
% %
Directly held:
EERE:
Lasting Power Investments Limited Ordinary BvI USS1 100 100 Ivestment holding
NEREERAA Lk EERAHE B3 RERRK
Indirectly held:
BiE
Star Fortune International Investment Company ~ Ordinary BvI US8100 100 100 Investment holding
Limited (*Star Fortune’) LER ABRNES 10057 FERR
ENERERREARAT ([ENER])
Ming Kei Kai Yuan Investment Company Ordinary Hong Kong 60,000,000 shares 100 100 Investment holding
Limited Lak Bk 60,000,000%F% (2 RERR
RESRRABRAT
Mulei County Kai Yuan Coal Gompany Limited ~ Registered PRC RVB30,000,000 100 100 Coal mining and sales
REEAREREREELT AmaR hE ABRH30,0000007 RRREERR
Qitai County Zexu Trading Company Limted ~ Registered PRC RMB2,000,000 100 100 Holding of an exploration
SREEEAEARALLAT AfER hE ARE2,000,0007C fight of coal mine
RRERERE
- Registered under the laws of PRC as wholly-foreign-owned * REPEVEGIZFM RIS EE RS
enterprise

# Registered under the laws of PRC as domestic enterprise # BEPEEGIEMABERRE
The above table lists the subsidiaries of the Group which, ERINTARRESTRAEETELER
in the opinion of the directors of the Company, principally EEEESEECAEENBAR °
affected the results or assets of the Group. To give details of EERA  FAIHMMBARZER
other subsidiaries would, in the opinion of the directors, result SEYBERABRILE °
in particulars of excessive length.
None of the subsidiaries had any debt securities outstanding as RELXFRERSRE - HENBAD

at the end of the year or at any time during the year.
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For the year ended 31 March 2017
BE-Z—tF=A=1+—HLEE

19. INVENTORIES 19. FE
2017 2016
—E—tF TE—RF
HK$’000 HK$'000
FET FHET
Consumables HE 371 491
Coal 879 50,552 46,912
50,923 47,403

No inventories were written down for the year ended 31 March
2017 and 2016.

ERRBE-F—LER-F A%
= A=t B IR -

20. TRADE AND OTHER RECEIVABLES 20. EWERKEMEWRIE

2017 2016

—2—tF —E-REF

HK$’000 HK$’000

FET FET

Trade and bills receivables FEYCE 7N R W R iR 10,591 -

Prepayments, deposits and TERFEIE - Be Kk

other receivables HAth e zkIE 1,926 2,385
Value-added tax and non-income tax FEUIR(E R R IEFTIEH

receivables - 40

12,517 2,425

All of the trade and other receivables are expected to be
recovered or recognised as expense within one year.

The Group’s sales to coal customers are largely done on
payment in advance basis. For certain well-established
customers, the Group allows credit period up to 180 days.

P 8 M R L At W SR IR TR AR
—FRRENER R

AEERBEREF ZHERNLDILE
NRIBEAEEL -BETHRRTZ
EEME  AEEMEZEERAR
%180K °
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For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

20. TRADE AND OTHER RECEIVABLES (continued)

21.

At the end of reporting period, the aging analysis of the trade
receivables (presented based on the invoice date) and bills
receivables (presented based on the issuance date of relevant
bills), net of allowance for doubtful debts was as follows:

20. FEWE R H BB Rk oE ()

IR BRI A RS - R E R (BB E
HHIZ%)) kK EE (REEE R
HHEEZ) - RNBRRIERER R
BT T

Within 90 days
91 days to 180 days

90KA
91 RE180K

As of the end of reporting period, no trade and bills receivables
(2016: HK$NIl) that were neither past due nor impaired.
Receivables that were neither past due nor impaired related to
wide range of customers and counterparties for whom there
was no recent history of default.

TRANSFERS OF FINANCIAL ASSETS

As at 31 March 2017, the Group endorsed certain bills
receivable accepted by banks (the “Banks”) in the PRC
(the “Derecognised Bills”), to certain of its suppliers in order
to settle the trade payables due to these suppliers with a
total carrying amount in aggregate of HK$6,045,000 (2016:
HK$3,706,000). The Derecognised Bills will mature in one to
six months after the end of the reporting period. In accordance
with the Law of Negotiable Instruments in the PRC, the holders
of the Derecognised Bills have a right of recourse against the
Group if the Banks default (the “Continuing Involvement”).
In the opinion of the directors, the Group has transferred
substantially all risks and rewards relating to the Derecognised
Bills, accordingly, it derecognised the full carrying amounts of
the Derecognised Bills and the associated trade payables. The
maximum exposure to loss arising from the Group’s Continuing
Involvement in the Derecognised Bills and the undiscounted
cash flows to repurchase these Derecognised Bills equal to
their carrying amounts.
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21.

2017 2016
—B—tF ZEAF
HK$’000 HK$'000
TEx THET
6,421 -
4,170 -
10,591 -

RBEREERE - BRERREK
SRARBHETARHBRE(ZT
=N TR o KRB AYWREER
1B 2 FE MUK IR ST HAE S 4 R AL 8% 2
ZREFRYF AR -

HESRMEE

R-T—+E=A=+—8 £A&EH
MEAETHERSEZELEFPHIERT
(MRrTDHEMz AT RERKEE (&1
WRER]) - WENENZESHER
BREAEA £456,0450008 (==
—7N4F 13,706,000 70) Z FERT &K ©
BIFERER KA RS BB RE —
EXREREE - REFHEEE - M
RITHRNR - AIRIEBEREERSE
AEAREEHEFERE([FEESE
) FEERE AKECEREH
RIEEREB BRI »EREE
o At - EEBUEERKIUERRE
BEREBENER 2 ZEERAE - &
SERKRIBRAEBZHFEESE
- URBEZERIEBRRE R
BRI SREMATIEXREL Y &
RER - HERZEEBE2RAE -
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BE-_Z—tF=A=+—HLFE

21. TRANSFERS OF FINANCIAL ASSETS (continued)
During the year, the Group has not recognised any gain or loss
on the date of transfer of the Derecognised Bills (2016: HKSNIl).
No gains or losses were recognised from the Continuing
Involvement, both during the year or cumulatively.

21.

BRTMEEE)

FR AEEVERERLLERR
BEE REREARasER(ZF X
FTBL) c WEARSRHERY
AEZFEHRH AR

22. CASH AND CASH EQUIVALENTS 22. RekREEEEHR
Cash and cash equivalents of the Group amounting to REEFBZIRSLERESEZEEHEAB Y
approximately HK$331,606,000 (2016: HK$343,587,000) 331,606,000/ T ( ZF —/RXF : 4
comprised bank balances and cash held by the Group and 343,587,000/ L) © BIEAEEEFS
short-term deposits with an original maturity of three months ZIRTTEHREREUNRRIBERE A=
or less. The bank balances and bank deposits carried interest BASKARNZEETER - RITHEBR N
at market rates ranging from 0.01% to 4.68% (2016: 0.09% to RITFEFTIZN T0.01EZ4.68F(=F
4.45%) per annum. — N4 0.09EEA445[F ) 2 T HFEF
EEE o
2017 2016
:;ﬁ—ti —F— /\i
HK$’000 HK$’000
FHET FHT
Bank balance RITHE 170,265 171,214
Short term deposits with an [REIER EI B=1EA
original maturity of three months or less AR 2 R EATF R 161,210 172,168
Cash on hand SRR ® 131 205
Cash and cash equivalents RekReEEEE 331,606 343,587
Included in cash and cash equivalents are the following e NIRSEEIER BT T AMAE F%
amounts denominated in a currency other than the functional BEEINEE VE,ZL/WI\Z S HE 7 FRIE

currency of the entity to which they relate:

HK$ BT

As at 31 March 2017, the Group had balances amounted to
RMB148,222,000 (equivalent to HK$167,572,000) (2016:
RMB139,606,000, equivalent to HK$168,532,000) that were
placed with banks in the PRC. Remittance of funds out of the
PRC is subject to the exchange controls imposed by the PRC
government.

2017 2016

—E —E—RF
HK$’000 HK$’'000
FET FETT
163,918 128,722

RZZ—+tF=A=+—H 4*5H
ERABRBERRITZEHRAARE
148,222,0007T (#8E $167,572,0007%8
TTI(ZZ—7R"%F + AR¥139,606,000
JT ¢ ¥E 168,532,000 7T ) © [E L
FRBEIZESAZHEARNETZ
HNEE HIFTAAMR o
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23. TRADE AND OTHER PAYABLES 23. ENERREMENRIE
At the end of reporting period, the aging analysis of the trade REpE BRI RS - ENER(RRE
payables (presented based on the invoice date) were as HEAZ%)) 2 BREe DT T -
follows:

2017 2016
—EB—+tF ZE—RF
HK$’000 HK$’000
FTHET FAT
Within 90 days COFNA) 8,649 6,237
91-180 days 91 RE180K 4,057 1,617
181-365 days 181K E365K 1,243 1,595
Over 1 year F2iR14F 27 28
Trade payables ERER 13,976 9,477
Receipt in advance TERGRIE 2,261 1,474
Other tax payable H A e IR 1,357 -
Government levies payable JER BT EE
— Economic development fees in coal — Bk BRI T AR
resources areas KRB 26,651 28,458
— Others —Hh 4177 4,628
Accrued expenses FERTER 2,162 1,647
Other payables E e ERIE 5,940 7,084
56,524 52,668
All the trade and other payables are expected to be settled or Fir 7 JE A~ 8 R K2 B At JRE A< SR TE T B R
recognised as income within one year. —FRNFERERBLEA o
The average credit period of purchases of goods is 180 days. KERm 2 FHEERRI180K « K&
The Group has financial risk management policies in place to B o5 E P BRRERER - MIRAT
ensure that all payables are settled within the credit timeframe. BRENFIEBRNEEIRAEE -
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24. CAPITAL AND RESERVES

a) Movements in components of equity
The reconciliation between the opening and closing
balances of each component of the Group’s
consolidated equity is set out in the consolidated
statement of changes in equity. Details of the changes in
the Company'’s individual components of equity between
the beginning and the end of the year are set out below:

24, BAK #E

a) MHE@ZBHEH
AEE 2 FEER T @D 2F
RERGHH R NER S s
BHK - ARBERIERED Z
FUORERESHBHTILT

The Company b A
Exchange
Share  translation  Contributed Accumulated
premium reserve surplus losses Total
RiaE ERGE N4 ZitER an
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TATL THL TAL TAL TEL
(note ) (note iv) (note vi)
k) (PizEv) (FitzEvi)
At1 April 2015 RZE-nFmNA-A 191,534 15,544 128,013 (318,363) 16,728
Loss for the year FRER - - - (79,652) (79,652)
Exchange differences on franslation of B4 EM LT &
functional currency to presentation JERESE
currency - (3,034) - - (3,034)
Total comprehensive loss for the year FREEERLE - (3,034) - (79,652) (82,686)
At 31 March 2016 and 1 April 2016 R-E—RE=R=1-H
R-E-AEmA-A 191,534 12510 128013 (308015  (65959)
Profit for the year EREF - - - 46,499 46,499
Exchange differences on tranglation of BENEEEAZIEE
functional currency to presentation ERES
currency - (1,750) - - (1,750)
Total comprehensive income/(loss) for ERRE )/ FRLE
the year - (1,750) - 46,499 44,749
At 31 March 2017 R=B-+£=A=1-H 191,634 10,760 128,013 (351,516) (21,209)
Notes: BiaE
i) Share premium i) R RE

The application of share premium is governed by Section 40
of the Bermuda Companies Act 1981.

ERARHEEEAZBERE
—NN—FRAVEFIEEE -
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24. CAPITAL AND RESERVES (continued) 24. RAERFEE)
a) Movements in components of equity (continued) a) HEZIoEs(E)

The Company (continued) ANT(4E)

Notes: (continued) Pz - (88)

ii) Capital reserve ii) RAGEE
Capital reserve arose from the acquisition of the additional % 7N {56 485 R 72 38 13 4F E U BB BT
equity interest of subsidiaries in prior years. It represents the BARGEINERER - ZEHE
difference between the carrying amount of the net assets of TR A BB RARE IME R e
the subsidiaries attributable to the additional interest at the HZEHBRAEEFEZE
dates of acquisition and the fair value of consideration paid HESEAEBMHTREQFE
by the Group. paALpa=

i)  Statutory reserves i) EERE
Statutory surplus reserve HEEEE
In accordance with the People’s Republic of China (the “PRC”) BEPEAREME(HE])
regulations, all of the Group’s subsidiaries in the PRC are ER G AEBETEESEZH
required to transfer part of their profit after tax to the statutory B R BIZAR D K& I A% A
surplus reserve, which are non-distributable, before profit DR EE N E R kT A%
distributions are made. The amounts of the transfers are i ZREERETAIDIRZEE
subject to the approval of the boards of directors of these B EESHEBELHAZSERA
companies in accordance with their articles of association. ZEEERRBREAHERRMA

ok o

Specific reserve for maintenance and production funds HEREEEDZ FIRGE
Pursuant to the relevant PRC regulations, the Group is RIFPHMERERG - NEHE
required to transfer maintenance and production funds at 12 B8 KR B 2 2 DA B 7 b R
fixed rates based on relevant bases to a specific reserve WELEELRSEEEEEG
account. The maintenance and production funds can be R -MENEEESALEESE
utilised when expenses or capital expenditures on production AEHBRZE2EEZ AT K
maintenance and safety measures are incurred. The amount BAUEZEESHE - 28R
of maintenance and production funds utilised would be BMrREEESHhREEREER
transferred from the specific reserve account to retained EEERBEF -
earnings.

iv)  Exchange translation reserve iv) ERHEHE
Exchange translation reserve comprises all foreign exchange EH#EEREREDNGEEES
differences arising from the translation of functional currency 2 EEEEL 22 IINEZE
to presentation currency. The reserve is dealt with in R o ZRERBEN ) MEE
accordance with the accounting policy set out in note 3(p). HBURRIE

v) Special reserve v) RIS
The amount in special reserve represents the difference BRFEEeEEERE—TK
between the consideration paid for acquiring a further BENEHI9% B AERE
49% equity interest in Star Fortune and the decrease in RELENESSIFTRELRER
the carrying amount of the non-controlling interests of Star MH{EREER =5 -
Fortune.

vi)  Contributed surplus vi)  BAR&
The contributed surplus of the Company represents the KRB ZBABBRIERRE B
difference between the nominal value of the Company’s THETWEE A R C BITRRMD M
shares issued in exchange for the issued shares of the BOIZARNRRMHEE - B
companies being acquired and the value of net assets of the FritiERBE AR N ALEERE
underlying companies acquired at the time of the Group’s —NWNAF AR EMETE
reorganisation in preparation for its listing in 1995. Under the HHZEAEFEZERE - BIE
Companies Act 1981 of Bermuda, the Company may make BRE-AN—FQREE K
distributions to its members out of the contributed surplus in ARAEETELTASZAR
certain circumstances. SR ERREL DR ©
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BE-Z-

tF=A=t—-HLEFE

24. CAPITAL AND RESERVES (continued)

b)

c)

Authorised and issued share capital

24, BAR#E(H)
b) EERERITBRA

Number of
ordinary shares
of HK$0.10 each Amount
BREE
0.108 Tz
EBEREE -]
HK$'000
THET
Authorised: VETE
Balance at 1 April 2015, RZE—RFMNA—H -
31 March 2016, 1 April 2016 —T-RF=A=t—H"
and 31 March 2017 —E-RNFNA-BK
—T—+F=H=1+—H
2 fEER 5,000,000,000 500,000
Issued and fully paid: EETREE
Balance at 1 April 2015, RZE—RFMNA—H -
31 March 2016, 1 April 2016 —T-RF=A=t+—H"
and 31 March 2017 —E-RNFENA-BK
—T—+F=H=1+—H
2 fEER 765,373,584 76,537

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled
to one vote per share at meetings of the Company.
All ordinary shares rank equally with regards to the
Company’s residual assets.

Capital management

The Group’s primary objectives when managing capital
are to safeguard the Group’s ability to continue as
a going concern, and to generate sufficient profit to
maintain growth and provide a satisfactory return to its
shareholders.

BB E AR RKEIATREE IR
ZRE - WAIRARRIGH L=
B—IR—RZHERN - TEERK
{‘_t T%E$ 72%‘]@%%%%@@

c) EAXREE
AEBEEBEAZBEZBEZNR
MR B A MM B AR IR IS B e
A - DA BRELR S F)E A
WRERE - RARERIUHED
5 .
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24. CAPITAL AND RESERVES (continued)

c)

Capital management (continued)

The management actively and regularly reviews and
manages its capital structure to maintain a balance
between the higher shareholders’ 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 condition. In view of this,
the Group will balance its overall capital structure through
the payment of dividend or the issue of new debt. No
changes were made in the objectives or policies during
the year.

The Group monitors its capital structure on the basis
of a debt-to-equity ratio. For this purpose, total debt
represented convertible bond designated as financial
liabilities at fair value through profit or loss. Equity
comprises all components of equity.

The debt-to-equity ratio at 31 March 2017 and 2016 are
as follows:

24. RAKf#HE (&)

c)

FRBAE

Non-current liability
Convertible bond designated as

BRI A FEDIRY

financial liabilities at fair value FIEENEEZ S/
through profit or loss BEZRRES
Current liability mEEE

Convertible bond designated as

R A FEIRY

financial liabilities at fair value FEENEE S/
through profit or loss BEZARRES
Total debt maE
Total equity s
Debt-to-equity ratio EmBELE

Neither the Company nor any of its subsidiaries are
subject to externally imposed capital requirements.
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okk <
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2017 2016

- ZT R
HK$°000 HK$’000
TR T
261,616 -

= 317,650

261,616 317,650
115,367 72,887
2.27 4.36
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BZ-Z—tHF=A=1+—HILEE

25. CONVERTIBLE BOND 25. A[RIRES

On 14 March 2008, the Company issued zero-coupon
convertible bond with an aggregate principal amount of
HK$200,000,000 to Ascent Goal simultaneously upon
completion of the issue and allotment of 400,000,000 ordinary
shares of HK$0.1 each. The bond is denominated in HK$
and entitles the holders to convert them into ordinary shares
of the Company at any time between the date of issue of the
bond and its settlement date on 13 March 2011 in multiples
of HK$1,000,000 at a conversion price HK$0.20 (subject to
adjustments) per share. The shares to be issued and allotted
upon conversions shall rank pari passu in all respects among
themselves and with all other ordinary shares in issue by
the Company on the date of such allotment and issue. If the
convertible bond has not been converted, the Company shall
repay the principal amount of the outstanding convertible bond
to Ascent Goal at 13 March 2011.

On 11 February 2011, the Company entered into a deed of
amendment with Ascent Goal (1t extended Convertible Bond),
to extend the maturity date of the convertible bond for 36
months and the conversion period will accordingly be extended
for 36 months from 14 March 2011 (date of extension) to 13
March 2014. Apart from the extension of the maturity date and
the conversion period, all terms of the convertible bond remain
unchanged from the original terms.

Following the change of functional currency from HK$ to RMB,
the board of directors is of the view that the convertible bond
upon extension of maturity date (“Convertible Bond”) was no
longer convertible at a fixed for fixed relationship. Accordingly,
the Convertible Bond was designated as a financial liability at
FVTPL in the consolidated statement of financial position.

On 21 January 2014, the Company entered into a second
deed of amendment with Ascent Goal (“27d extended
Convertible Bond”), to extend the maturity date of the
Convertible Bond for 36 months and the conversion period
will accordingly be extended for 36 months from 14 March
2014 (date of extension) to 13 March 2017 (“2n extended
Maturity Date”). Apart from the extension of maturity date and
the conversion period, all terms of the convertible bond remain
unchanged from the original terms.

RZZEENFZA+MAE  ARFR
SERK 31T I Bt 400,000,000 & B @
BOEBTTZ T@mikr Bl - MEIZE%
177K 4 4858 /200,000,000 T 2 Z B
ABRES - ZEFUETTHE - B
FHRHAEARANZESZITHBEELE
HHH-_T——FZA+=HHRH
BERF I B (EEAR0.20/8 T (7] T3
BB AR AF L@ - Ein
R 78 A&1,000,000/8 T 2 fZ 81 o #ians
1T R BE 3 2 AR 167 1tk 2 i) % B g 2%
DETHEAQRRRBEEMEETE
BERS A ZEREREZ  WA]
BIRESREER  KAQRER_-Z
——F=Z A+ =HEESERERA
BRESHZASH

RZZE——F-_A+—H ARAHE
BIZETMAERT 2R (58 — R AT B n] A A%
&%) DU RT AR (E25 2 B8R B 5B
361E A RERHAEEEN T —F
— A+ WA GESHE) 36 A E
—T-MF=ZA+=H - BRIEKDH
H REERERSN - AT AR AR (B FH 153K
RIRBIEHEFFTE -

DNREEBREETEASARKER  EF
ERAABBES ([ARERES DR
ARSI BABERERE
e WL - ATRIRESNER A MR
MRAIEE R AFEIRLEERR
NEEsERAME -

R-E—NE—A=-+—H  &XRAF
HERITVE MBI RE(ER
EH]mRES ) - Ui mRkESs
ZEIEAEE36E A - mE R E
- —mE=Z/F+MA (A
s EAE T —+F=A+=
A([EZRERREE ) - RIERE
HAH REIRERSN - FTE AT IRREH G
TIRRBIGERGEFFTEE o
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BE—Z—tH=A=+—HLEE
25. CONVERTIBLE BOND (continued) 25. A[RIRES(E)
The 2nd extended Maturity Date is considered to be a BAREZRERAMRESRZRER

substantial modification of terms of the Convertible bond as the
discounted present value of the cash flows of the 2nd extended
Convertible Bond is more than 10% different from the
discounted present value of the cash flows of the outstanding
Convertible Bond prior to the extension of maturity date. As
such, the 1st extended Convertible Bond was derecognised
and the 2nd extended Convertible Bond was recognised.
The fair value of the 2 extended Convertible Bond as at 14
March 2014 amounting to approximately HK$200,000,000. An
extinguishment loss of approximately HK$211,000 has been
recognised in profit or loss.

On 25 January 2017, the Company entered into a third deed
of amendment with Ascent Goal (“3 extended Convertible
Bond”), to further extend the maturity date of the 2 extended
Convertible Bond for 36 months and the conversion period
will accordingly be extended for 36 months from 14 March
2017 (date of extension) to 13 March 2020 (“3 extended
Maturity Date”). Apart from the extension of maturity date and
the conversion period, all terms of the convertible bond remain
unchanged from the original terms.

The 3 extended Maturity Date is considered to be a
substantial modification of terms of the 2nd extended
Convertible bond as the discounted present value of the cash
flows of the 3 extended Convertible Bond is more than 10%
different from the discounted present value of the cash flows
of the 2nd extended Convertible Bond prior to the extension
of maturity date. As such, the 2 extended Convertible Bond
was derecognised and the 39 extended Convertible Bond
was recognised. The fair value of the 3 extended Convertible
Bond as at 14 March 2017 amounting to approximately
HK$264,904,000. An extinguishment loss of approximately
HK$5,941,000 has been recognised in profit or loss.

The 2nd extended Convertible Bond and 3¢ extended
Convertible Bond were valued by the directors of the Company
with reference to valuation reports issued by independent
qualified valuers not connected to the Group.
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25.

CONVERTIBLE BOND (continued)

The movement of the 2 extended Convertible Bond and the
34 extended Convertible Bond for the year is set out below:

25. ARKRES (&)

Balance at beginning of the year

Fair value change (credited)/charged to the
profit or loss

Loss on translation of
2nd extended Convertible Bond
denominated in a foreign currency
into the functional currency

Exchange adjustment arising on translation
of functional currency to presentation
currency and credited to other
comprehensive income

Derecognition on maturity on
13 March 2017

Balance at end of the year

Analysed for reporting as:
Current liabilities
Non-current liabilities

Difference between carrying amount and
maturity amount:
2nd extended Convertible Bond at fair value

Amount payable on maturity

FHNHEER
ISEEE PN Y]
NFERE)
BEINETHEZ
55 T IRFEEA AT AR
B RNEEE BB
BENREER2IIEE
B4 2 FE 5 %
WEt ARAZEURA

W=F—tF£=A+=H
BRI 421D

FRBaE
FREEEZIHSE L Z8
5 ZIREHA TR

BHFZAHE
REIEES RN S5

- IREHI R R R B 75 M5 = IR
AHRBEFNFAZZEBEIIAT

2nd extended Convertible Bond
TORERA AR E S

2017 2016
Sl = ¢
HK$’000 HK$'000
FET T
317,650 244,201
(58,687) 73,449
13,109 13,831

(13,109) (13,831)
(258,963) -
- 317,650

- 317,650

- 317,650

- (200,000)

- 117,650
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25. CONVERTIBLE BOND (continued)

25. AIARRES (1E)

3rd extended
Convertible Bond

=R
AR ES
HK$'000
FHET
Recognition of 3 extended Convertible Bond R-ZE—+F=A+MmH
on 14 March 2017 (date of extension) (REEAH ) #ERR 2 56 = IR A
AT 5 264,904
Fair value change credited to the profit or loss Rz AZ A EZES (3,288)
Loss on translation of 3 extended Convertible BB LAINE FTHE 2 58 = IR IEHR
Bond denominated in a foreign currency into the ARG E S BINEE G 2 E518
functional currency 6,209
Exchange adjustment arising on translation of BMEDREER AR EEE
functional currency to presentation currency and EEZERAE Wit A
credited to other comprehensive income H bz mmh A (6,209)
Balance at end of the year FRERR 261,616
Analysed for reporting as: WEDA -
Non-current liabilities JERBAE 261,616
Difference between carrying amount and maturity ~ BRE{EHAZ|ES 582 =40
amount:
Convertible bond at fair value AgRES A FE 261,616
Amount payable on maturity REHAR S £ 58 (200,000)
61,616
None of the 2nd extended Convertible Bond or 3 extended HE-_Z—+tFE_F— X F=H
Convertible Bond had been converted into ordinary shares =t —HIEFEWE/E IREAITHR
of the Company during the years ended 31 March 2017 and REHFHE ZIREHTBRESDE

2016.

B ARNE LB -
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BZ-Z—tHF=A=1+—HILEE

26. PROVISION FOR CLOSE DOWN, RESTORATION 26. B3F - EE R EBIERARE

AND ENVIRONMENTAL COSTS

HK$'000

FHET

At 1 April 2016 AZE—RFEOA—H 2,808
Accretion expense EIER 176
Exchange difference b =R (182)
At 31 March 2017 RZE—tF=H=+—H 2,802

Mining activities may result in land subsidence or damage,
which could lead to losses to the residents of the mining areas.
Pursuant to the relevant PRC regulations, the Group is required
to make compensation payments to the residents for their
losses resulting from land subsidence or damage, or to restore
the mining areas back to certain acceptable conditions.

Under existing legislation, management believes that there are
no probable liabilities that will have a material adverse effect
on the financial position or results of operations of the Group.
The PRC government, however, has moved and may move
further towards the adoption of more stringent environmental
standards. Environmental liabilities are subject to considerable
uncertainties which affect the Group’s ability to estimate
the ultimate cost of remediation efforts. These uncertainties
include: (i) the exact nature and extent of the contamination
at various sites including, but not limited to, coal mines and
land development areas, whether operating, closed or sold,
(i) the extent of required cleanup efforts, (jii) varying costs of
alternative remediation strategies, (iv) changes in environmental
remediation requirements, and (v) the identification of new
remediation sites.

The provision for close down, restoration and environmental
clean up costs has been determined by management based on
their past experience and best estimate of future expenditure
by discounting the expected expenditures to their net present
value. However, in so far as the effect on the land and the
environment from current mining activities becomes apparent
in future periods, the estimate of the associated costs may
be subject to revision in the future. The amounts provided in
relation to close down, restoration and environmental clean
up costs are reviewed at least annually based upon the facts
and circumstances available at the time and the provisions are
updated accordingly.

FEAB A e E Ut fEsBE - 1M
ALHREZERETERX - RIE
hEMBERER - AEBEEMIENIE
EHERER ZBRAABERED
BE - SERRERREE —ER K
AR

RIBRITED - BEEBEETERE
EAI AT S AR B M AR AL & %
BAEXAEPEZEME - AT - F
BEBRFEET B e S ERER
RZBRRBE - RREESREER
BZTHERE  WARFELAEE
ERFRRRIBHEERAN 2N - ILF
TEEEZEE (N TRE (85
BARRNEET CAMAEHEZ
TS L RERE)RERRSRZ
HERREE  (\FERMBFEIEZ
TRE ¢ (i) & TR E At 7] fHE B e
TR (VIRBHEREZER Rk
(V)FETE 75 B REVE B e 2 i o

EEECDRBERFBELR - LY
ARF 2 &EME - LATFERF
MREHBRAFEMETHE  BER
FIRFEERARE M - AT - REH
RIS R B R 2 T RRBEER
RRBREAEGRE - AR ZE
SHRARARKMELIERT - BLEE - 18
BRBRBBEKAGFRCBRERZILE
FREERAGZEERBAME
B - WARME T o
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27. DEFERRED TAX 27. EEBIIE
The following are the major deferred tax liabilities/(assets) UTABERZEZREHERRE
recognised and movement thereof during the current and prior (BE) U RENAIRE BE KB TR
reporting periods. L HAME] 2 B E) o
Intangible Accrual
assets Inventories  expenses Total
BYEE "8  EREA wE

HK$'000 HK$'000 HK$'000 HK$'000
TAT TAET FTAET TAT

At 1 April 2015 R-E—REMA—H 15,937 (63) (7,483) 8,391
Exchange realignment ERzIERE (697) 3 369 (325)
Charge/(credit) to profit or REANER

loss for the year SICYAGIN) (4,446) 2,935 - (1,511)
At 31 March 2016 and RZE—RF=H=1+—H

1 April 2016 N=F—REFEMA—H 10,794 2,875 (7,114) 6,555
Exchange realignment bEE 5 FA (670) (240) 451 (459)
Charge/(credit) to profit or RNEANER

loss for the year SICYAEIN) (677) 2,498 - 1,821
At 31 March 2017 RZZE—+tF=A=+—H 9,447 5,133 (6,663) 7,917
Reconciliation to the consolidated statement of financial FEMBEARREER -
position:

2017 2016
—E—tHF ZE—RF
HK$’000 HK$’'000
FTHET FAT
Net deferred tax liability recognised in the RERE MR R IER 2
consolidated statement of financial positon ~ IEIERIB & (&% 58 7,917 6,555

7,917 6,555
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27.

28.

DEFERRED TAX (continued)

At 31 March 2017, the Group had unused tax losses of
HK$230,000 (2016: HK$996,000) available for offset against
future profits. No deferred tax asset has been recognised in
respect of the tax losses due to the unpredictability of future
profits streams. Tax losses will be expired in 5 years.

Under the EIT Law of the PRC, withholding tax is payable
on dividends declared in respect of profits earned by PRC
subsidiaries from 1 January 2008 onwards. Deferred taxation
has not been provided for in the consolidated financial
statements in respect of temporary differences attributable
to the accumulated taxable profits of the PRC subsidiaries
amounting to HK$131,951,000 (2016: HK$112,670,000) as
the Group is able to control the timing of the reversal of the
temporary differences and it is probable that the temporary
differences will not reverse in the foreseeable future.

27.

IEER R ()

R-ZZ—tF=A=+—H &x&H
2 AR BT IE E1E /230,000 7T (=
TIN5 1 996,00078 7T) F] A 1EET #H
RAH A o B EELATERI B 18 2 % A
HR - B AR A BB IR B 1R R R AT
BIREAE - BABBRBNAFAZIE -

BIBEFRBEMCEMERE BTN
F—A—HR  #aFREBARA
HATHRE 2 aFmE IR 2k S8UTE
NH - BB P BB AR R FIE
s A FEAE 2 BT 2 58131,951,00008 7T
(ZZ—7XF : 112,670,000 7T ) 47
AU BmMRIELEERERE - HE
REE T HI RO TR =58 2 B
BAEBEREEN ] LR AR 8
o) -

RELATED PARTY TRANSACTIONS 28. BEALRS
a) Except as disclosed elsewhere in the consolidated a) BREGAEMIEHREREMIDFTIFE
financial statements, the significant related party EHN > BERBAEALTRSNAT ¢
transactions are as follows:
2017 2016
—E—+F ZE—RF
HK$’000 HK$’000
FET FHT
China Sonangol International Limited LR A RERA R
(“CSI") (note a) ([ZH R ) (FfFEa)
— rental expenses (note b) — e (M3b) 795 735
Notes: BieE
a) CSl is an intermediate holding company of the Company. a) ZHRBEBARNRZFNIER
NS
b) Operating lease commitment for future minimum lease b) R 82 2 R B FR BT 37 2 AT

payments under non-cancellable operating lease with CSI
was amounted to HK$630,000 (2016: HK$585,000).

HEEHEE  ARRENRE
HERBzREHEREE
630,000 L ( ZF — N F =
585,000/87T) °

Annual Report 2017 &5 / 1 57



NOTES TO THE FINANCIAL STATEMENTS Bf 3R &R Mzt
For the year ended 31 March 2017
BE-—Z—tF=A=+—HLFE

28. RELATED PARTY TRANSACTIONS (continued)
b) Compensation of key management personnel
The remuneration of directors and other members of key
management personnel during the year was as follows:

28. BEALRS(E)

b) FEEEAEHE
FRNBEENHMTBEERERKES
ZEMIT

Short-term employee benefits REEBRET
Post-employment benefits BEER 12 AEF

The remuneration of directors was determined by
the remuneration committee having regard to the
performance of individuals and market trends.

29. OPERATING LEASE COMMITMENTS
The Group as lessee
The Group leases certain of its offices, warehouse and staff
quarters under operating lease arrangements. Lease for
properties are negotiated for a term ranging from one to three
years and rental are fixed.

At the end of reporting period, the Group had commitments
for future minimum lease payments under non-cancellable
operating leases which fall due as follows:

2017 2016

S ad = -

HK$’000 HK$'000

FH THR

3,912 4,303

58 66

3,970 4,369
ESHHEHNEERSRRS

ZEARR K HIGBEIREE

. REHEARIE
AEEERRBEA
AEBRBEEHETHBRETS
FTHAE - BEREIESE - ZZW
¥CHNBEERENT—FE=F
T HLEE -

RBEREERE - ARERENA
BHELEREMN AR 2 HER
ERIEASERIAT B2 E -

2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
THT F#T

Within one year —FR
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For the year ended 31 March 2017
BZ-Z—tHF=A=1+—HILEE

29.

30.

OPERATING LEASE COMMITMENTS (continued)
The Group as lessor

The Group leases out certain of its offices under operating
lease arrangements. Lease for properties are negotiated for a
term ranging from one to three years and rental are fixed.

At the end of reporting period, the Group had future aggregate
minimum lease receipts under non-cancellable operating
leases in respect of its properties as follows:

29.

REREAE (R
FEMIEAHBEA
AEEBBEEEERFLBETE
FHAE - xSMEZBORERER
ENF—FE=FIE  BLET

RIS HMERE - REEGREYE
ARIE AT R HEH A 2 M & T 70 AR SR UCER
ZREHERENT

—FR

Within one year

DEFINED CONTRIBUTION RETIREMENT PLAN
The Group operates a defined contribution Mandatory
Provident Fund Scheme (“MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance, for employees employed
under the jurisdiction of the Hong Kong Employment
Ordinance. The MPF scheme is a defined contribution
retirement plan administered by independent trustees. Under
the MPF scheme, the employer and its employees are each
required to make contributions to the plan at 5% of the
employees’ relevant income, subject to a cap of monthly
relevant income of HK$30,000. Contributions to the plan vest
immediately.

The Company’s subsidiaries established in the PRC are
members of the state-managed retirement benefits scheme
operated by the PRC government. The retirement scheme
contributions, which are based on a certain percentage of
the salaries of the PRC subsidiaries’ employees, are charged
to the consolidated statement of profit or loss and other
comprehensive income in the year to which they are related
and represented the amount of contributions payable by these
subsidiaries to this scheme.

The total cost charged to the consolidated statement of profit
or loss and other comprehensive income of approximately
HK$626,000 (2016: HK$1,137,000) represents contributions
payable to the schemes by the Group in respect of the current
financial year.

30.

2017 2016
A = ¢
HK$’000 HK$’000
FH Tt

= 173

ERHERRIAETE
AEBRIFEBIERTE R ERD S
XECRRGIEE CXEBREEEH
—HERHFRHEATE S (M=
BETE) - BB E A —EAE
VRENER 2 ERHEFRKTE -
RERESE - BEREREERAR
‘AiRiE BB A% METEIHR - &
=& AEBWAR30,0008 T © 5 &
RN BRI

RRABEFRBEKZZHBRRRTE
BT & 2 B B IR R R T &l 2
A8 o RIREHBIH R BT BIKT B A
AEEZzHEE TADLE L&
HRERFEEGRA R MEME2E
Was R NHIE - BRI EHE QR
e T RAIRRT &) 2 AR B -

REABEZREME2EBERINGZ
48X 7R 4626,000/8 7T ( —F — /N F ¢
#91,137,000/% 7T ) 5 2 &8 B 5h AN B R
FEAZETEIEMN 2K -
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31. COMPANY LEVEL STATEMENT OF FINANCIAL 31. ATEBE BB RE

POSITION
2017 2016
—E—+5F —E—RF
Notes HK$’000 HK$'000
BsE FEx FET
Non-current assets EREBEE
Property, plant and equipment W - RS Rkt 173 267
Investments in subsidiaries RIB AR ZIEE 18 = -
173 267
Current assets RBEE
Amounts due from subsidiaries FEUG P B A Bl Zk I8 153,816 153,794
Other receivables H IR 240 252
Cash and cash equivalents ReERREEEER 163,918 174,852
317,974 328,898
Current liabilities RBAE
Convertible bond designated BE BIRATEYRITE
as financial liabilities at fair BaNRESRMBE
value through profit or loss Z AR ES = 317,650
Other payables and accruals HA R I RIERTE A 1,203 936
(1,203) (318,586)
Net current assets RBEEFE 316,771 10,312
Total assets less current liabilities HEERRBEE 316,944 10,579
Capital and reserves BRAR
Share capital %N 24 76,537 76,537
Reserves i 24 (21,209) (65,958)
Total Equity R 55,328 10,579
Non-current liabilities FREBEE
Convertible bond designated as financial 5 AR A FESE I £
liabilities at fair value BaNRE e E
through profit or loss Z AR ES 261,616 -
316,944 10,579
Approved and authorised for issue by the board of directors on RZE—+FA-Zt+EHESEH
20 June 2017. E RT3 o
On behalf of the board REES=E
Kwan Man Fai Wang Xiangfei
X E TAR
Director Director

EFE EF

160 / NANNAN RESOURCES ENTERPRISE LIMITED MiRE# AR AT



NOTES TO THE FINANCIAL STATEMENTS Bf i3k &R Mzt
For the year ended 31 March 2017
BE-Z—tF=A=1+—HLEE

32. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 MARCH 2017
Up to the date of issue of these financial statements, the
HKICPA has issued the following amendments and new
standards which are not yet effective for the year ended
31 March 2017 and which have not been adopted in these
financial statements. These include the following which may be
relevant to the Group.

HKFRS 9 Financial Instrucment!
HKFRS 15 Revenue from Contracts with Customers
and the related Amendments!
HKFRS 16 Leases?
HK(FRIC) - Int 22 Foreign Currency Transactions and Advance
Consideration’
Amendments to Classification and Measurement of
HKFRS 2 Share-based Payment Transactions'
Amendments to Sale or Contribution of Assets between
HKFRS 10 and an Investor and its Associate or
HKAS 28 Joint Venture?
Amendments to Disclosure Initiative?
HKAS 7
Amendments to Recognition of Deferred Tax Assets for
HKAS 12 Unrealised Losses?
Amendments to Annual Improvements to HKFRSs
HKFRSs 2014-2016 Cycles

1 Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2017

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

4 Effective for annual periods beginning on or after 1 January 2019

5 Effective for annual periods beginning on or after 1 January 2017 or

1 January 2018, as appropriate

HKFRS 9 Financial Instruments

HKFRS 9 introduces new requirements for the classification
and measurement of financial assets, financial liabilities, general
hedge accounting and impairment requirements for financial
assets.

32.

RBE-Z2—-—tF=A=+-—
AIEFEEEMERRERZ
1E5] ~ AT AR REBZEE
=2
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ZEZEY)
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F10FREE BebErACEE
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ZIERTAR

BALIER BERETER
BTRIERTR

BAGIER ARETEBERRRT
BIRIEFTA  FIRAE

BEUBRELR BAYBHREER-Z
ZIERTAR —MEZ_Z—RE

BE 2 FELGES
1 RoT—\GFE—A—BR BB F
FEF ERRS 4 2K
2 R-Z—+E— B EHEKBZE
e

8 WRFE B #2126 2 S MR AR AR

¢ RZZ—NF-A-BHZRAIRZF
ERRAER

5 WoZB—tF-A—RAH T NF—
A—Hsz&Rn s FERRERR
BERME)

FRMBRELNEIREMTIR
BRYBREERFEISRSIANEHE
ENEREEREBEERZDBERTE
ZHTRIE °

Annual Report 2017 &5

/ 161



NOTES TO THE FINANCIAL STATEMENTS B % 3 7= Bff &

For the year ended 31 March 2017
BE-—Z—tF=A=1+—HLEE

32. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 MARCH 2017 (continued)

HKFRS 9 Financial Instruments (continued)
Key requirements of HKFRS 9 which are relevant to the Group
are:

° All recognised financial assets that are within the scope
of HKFRS 9 are required to be subsequently measured
at amortised cost or fair value. Specifically, debt
investments that are held within a business model whose
objective is to collect the contractual cash flows, and
that have contractual cash flows that are solely payments
of principal and interest on the principal outstanding
are generally measured at amortised cost at the end of
subsequent accounting periods. Debt instruments that
are held within a business model whose objective is
achieved both by collecting contractual cash flows and
selling financial assets, and that have contractual terms
that give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal
amount outstanding, are generally measured at fair value
through other comprehensive income (FVTOCI). All other
debt investments and equity investments are measured
at their fair value at the end of subsequent accounting
periods. In addition, under HKFRS 9, entities may make
an irrevocable election to present subsequent changes
in the fair value of an equity investment (that is not held
for trading) in other comprehensive income, with only
dividend income generally recognised in profit or loss.

° With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS
9 requires that the amount of change in the fair value
of the financial liability that is attributable to changes
in the credit risk of that liability is presented in other
comprehensive income, unless the recognition of the
effects of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in fair
value attributable to a financial liability’s credit risk are
not subsequently reclassified to profit or loss. Under
HKAS 39 “Financial Instruments: Recognition and
Measurement”, the entire amount of the change in the
fair value of the financial liability designated as fair value
through profit or loss is presented in profit or loss.
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For the year ended 31 March 2017
BE-Z—tF=A=1+—HLEE

32. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 MARCH 2017 (continued)

HKFRS 9 Financial Instruments (continued)

In relation to the impairment of financial assets, HKFRS
9 requires an expected credit loss model, as opposed
to an incurred credit loss model under HKAS 39.
The expected credit loss model requires an entity to
account for expected credit losses and changes in those
expected credit losses at each reporting date to reflect
changes in credit risk since initial recognition. In other
words, it is no longer necessary for a credit event to have
occurred before credit losses are recognised.

The new general hedge accounting requirements retain
the three types of hedge accounting mechanisms
currently available in HKAS 39. Under HKFRS 9, greater
flexibility has been introduced to the types of transactions
eligible for hedge accounting, specifically broadening the
types of instruments that qualify for hedging instruments
and the types of risk components of non-financial items
that are eligible for hedge accounting. In addition, the
retrospective quantitative effectiveness test has been
removed. Enhanced disclosure requirements about
an entity’s risk management activities have also been
introduced.

The management of the Group anticipates that the application
of HKFRS 9 in the future may have impact on the Group’s
financial liabilities. The change in fair value of the Group’s
convertible bond designated as financial liabilities at fair value
through profit or loss that is attributable to changes in credit
risk could be presented in other comprehensive income.
However, it is not practicable to provide a reasonable estimate
of the effect of HKFRS 9 until the Group performs a detailed
review.

2. RBE=E—tF=A=1+—
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32. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 MARCH 2017 (continued)

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting for
revenue arising from contracts with customers. HKFRS 15 will
supersede the current revenue recognition guidance including
HKAS 18 “Revenue”, HKAS 11 “Construction Contracts” and
the related Interpretations when it becomes effective.

The core principle of HKFRS 15 is that an entity should
recognise revenue to depict the transfer of promised goods
or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled
in exchange for those goods or services. Specifically, the
Standard introduces a 5-step approach to revenue recognition:

e Step 1:  Identify the contract(s) with a customer

Step 2:  Identify the performance obligations in the contract

Step 3:  Determine the transaction price

Step 4:  Allocate the transaction price to the performance
obligations in the contract

Step 5:  Recognise revenue when (or as) the entity satisfies
a performance obligation

Under HKFRS 15, an entity 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. Far more prescriptive
guidance has been added in HKFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures are required by
HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS 15
in relation to the identification of performance obligations,
principal versus agent considerations, as well as licensing
application guidance.
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32. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 MARCH 2017 (continued)

HKFRS 15 Revenue from Contracts with Customers
(continued)

The directors anticipate that the application of HKFRS 15 in the
future may result in more disclosures, however, the directors
do not anticipate that the application of HKFRS 15 will have
a material impact on the timing and amounts of revenue
recognised in the respective reporting periods.

HKFRS 16 Leases

As disclosed in note 3(q), currently the Group classifies leases
into finance leases and operating leases and accounts for the
lease arrangements differently, depending on the classification
of the lease. The Group enters into some leases as the lessee.

HKFRS 16 is not expected to impact significantly on the way
that lessors account for their rights and obligations under
a lease. However, once HKFRS 16 is adopted, lessees will
no longer distinguish between finance leases and operating
leases. Instead, subject to practical expedients, lessees will
account for all leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the lease
the lessee will recognise and measure a lease liability at the
present value of the minimum future lease payments and will
recognise a corresponding “right-of-use” asset. After initial
recognition of this asset and liability, the lessee will recognise
interest expense accrued on the outstanding balance of the
lease liability, and the depreciation of the right-of-use asset,
instead of the current policy of recognising rental expenses
incurred under operating leases on a systematic basis over the
lease term. As a practical expedient, the lessee can elect not
to apply this accounting model to short-term leases (i.e. where
the lease term is 12 months or less) and to leases of low-value
assets, in which case the rental expenses would continue to
be recognised on a systematic basis over the lease term.
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32. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 MARCH 2017 (continued)

HKFRS 16 Leases (continued)

HKFRS 16 will primarily affect the Group’s accounting as a
lessee of leases for properties, plant and equipment which
are currently classified as operating leases. The application
of the new accounting model is expected to lead to an
increase in both assets and liabilities and to impact on the
timing of the expense recognition in profit or loss over the
period of the lease. As disclosed in note 29, at 31 March
2017 the Group’s future minimum lease payments under non-
cancellable operating leases amount to HK$1,076,000 (2016:
HK$1,044,000), the majority of which is payable within 1 year
after the reporting date. Some of these amounts may therefore
need to be recognised as lease liabilities, with corresponding
right-of-use assets, once HKFRS 16 is adopted. The Group
will need to perform a more detailed analysis to determine the
amounts of new assets and liabilities arising from operating
lease commitments on adoption of HKFRS 16, after taking
into account the applicability of the practical expedient and
adjusting for any leases entered into or terminated between
now and the adoption of HKFRS 16 and the effects of
discounting.

Amendments to HKAS 7 Disclosure Initiative

The amendments require an entity to provide disclosures that
enable users of financial statements to evaluate changes in
liabilities arising from financing activities including both changes
arising from cash flows and non-cash changes. Specially,
the amendments require the following changes in liabilities
arising from financing activities to be disclosed: (i) changes
from financing cash flows; (i) changes arising from obtaining
or losing control of subsidiaries or other businesses; (iii) the
effect of changes in foreign exchange rates; (iv) changes in fair
values; and (v) other changes.

The application of the amendments will result in additional
disclosures on the Group’s financing activities, specifically
reconciliation between the opening and closing balances in the
consolidated statement of financial position for liabilities arising
from financing activities will be provided on application.

Except those mentioned above, the directors of the Company
anticipate that the application of the new and revised HKFRSs
will have no material impact on the consolidation financial
statements.
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FIVE-YEAR FINANCIAL SUMMARY

TFEMBERE

For the year ended 31 March 2017
BE-Z—tF=A=1+—-HLEE

A summary of the published results, assets and liabilities, and non-
controlling interests of the Group for the last five financial years is set

AEENBERAMBEEE R
ERBEANHEREREIIMT

out below.
RESULTS 4
Year ended 31 March
BE-A=+—-HLHEE
2017 2016 2015 2014 2013
b2t T NF —T-RF —T-NF —FT-=F
HK$’000 HK$'000 HK$'000 HK$'000 HK$’'000
THET FET FAT FAT FAET
REVENUE W 73,024 59,841 124,463 123,100 165,041
PROFIT/(LOSS) FROM &R (FE)

OPERATIONS 1,563 12,108 45,450 1,402 8,937
Finance costs AR (176) (187) - - (23)
Change in fair value and aRESs e A TE

loss arising from modification EE) ISR AR

of convertible bond BHELZER 56,034 (73,449)  (38,970) (15,379 24,031
Change in fair value of structured & 14172

deposit NEEES) - - 656 - -
(Impairment loss)/reversal on BIVEENDE  BE

intangible asset and property, R CRE

plant and equipment E518),/#m = (12,012 - - (49,928)
Impairment loss on goodwill BB REER = - - - -
Profit/(loss) before tax BRIAIEF (BE) 57,421 (73,540) 7,136 (13,971) (16,983)
Income tax expense Frisfif S (9,154) (6,088)  (12,655) 515 6,803
Profit/(loss) for the year FEREF(E8) 48,267 (79,608) (6,519)  (13,456)  (10,180)
Attributable to: FE1G
Owners of the Company RRREBA 42,480 (85,924) (6,342) (10,221) (9,101)
Non-controlling interests iR - - - - -

42480  (85924)  (5342)  (10221)  (9,101)
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ASSETS AND LIABILITIES AND NON-CONTROLLING XEREEBURIFEZEBRES

INTERESTS
At 31 March
R=B=+—H
2017 2016 2015 2014 2013
- Bl T NF —T-RF —T-F —T—=F
HK$’000 HK$'000 HK$'000 HK$'000 HK$’'000
FET FAT FHEIT FHT FHT
Total assets BEE 448,504 456,185 475,242 433,948 426,547
Total liabilities FEY= (833,137)  (383,298)  (316,431)  (269,795) (252,173
Non-controlling interests JEFE IR MRS - - _ _ _
Net assets BEFE 115,367 72,887 158,811 164,153 174,374
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