SARDA ENERGY & MINERALS HONG KONG LIMITED
W ERE R B & OB R AF

Director’s Report

The director has pleasure to present this annual report together with the audited financial statements of the
Company for the year ended 31 March 2020.

Principal activities

The Company continued to hold financial instruments for investment purpose during the year.

Results and appropriations

The financial performance and movement of reserves of the Company for the year ended 31 March 2020 and
its financial position as at that date are set out in the financial statements on pages 4 to 19. Interim dividend of
US$2,500,000 (2019: US$2,600,000) were declared and paid to the shareholder during the year. The director
does not recommend payment of a final dividend.

Directors

The director who held office during the year and up to the date of this report was,

Mr. Dinesh Kumar LAHOTI

Pursuant to the Company’s Articles of Association, the director is not subject to rotation or retirement, and
therefore the director shall continue to remain in office.

Director’s interest in contract

The details of director’s interest in contract during the year are set out in note 12 to the financial statements.
Apart from the above, no contract of significance to which the Company, any of its fellow subsidiaries or its
holding company, was a party and in which any director had a material interest, subsisted at the end of the year
or at any time during the year.

Arrangement to purchase share or debenture

At no time during the year was the Company, any of its fellow subsidiaries or its holding company, a party to
any arrangement to enable the director of the Company to acquire benefit by means of the acquisition of share
in or debenture of the Company or any other body corporate.

Business review

The Company is exempted from preparing a business review as it falls within reporting exemption for the
financial year.

Auditor

The financial statements have been audited by Messrs. LKY China who offer themselves for re-appointment.

Mr. Dinesh Kumar LAHOTI
Hong Kong, 1 Jun, 2020 Sole Director



Independent Auditor’s Report

To the Shareholder of

SARDA ENERGY & MINERALS HONG KONG LIMITED 2R E A RATE
(Incorporated in Hong Kong with limited liability)

Opinion

We have audited the financial statements of SARDA ENERGY & MINERALS HONG KONG LIMITED
(“the Company”) set out on pages 4 to 19, which comprise the statement of financial position as at
31 March 2020, and the statement of comprehensive income, statement of changes in equity and statement of
cash flows for the year then ended, and a summary of significant accounting policies.

In our opinion, the financial statements give a true and fair view of the financial position of the Company as at
31 March 2020, and of its financial performance and its cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards ("HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA") and have been properly prepared in compliance with the Hong Kong Companies
Ordinance.

Basis for Opinion

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

Information Other Than the Financial Statements and Auditor’s Report Thereon

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

Our opinion on the 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 financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the 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 Director and Those Charged with Governance for the Financial Statements

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

In preparing the financial statements, the director is responsible for assessing the Company'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 director either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.



Independent Auditor’s Report (cont’d)

To the Shareholder of

SARDA ENERGY & MINERALS HONG KONG LIMITED 2R E A RATE
(Incorporated in Hong Kong with limited liability)

Auditor's Responsibilities for the Audit of the Financial Statements (cont’d)

Our objectives are to obtain reasonable assurance about whether the 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 made solely to you, as a body, in accordance with Section 405 of the Hong Kong
Companies Ordinance, and for no other purpose. We do not assume responsibility towards or accept liability to
any other person for the contents of the 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 financial statements.

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

- ldentify and assess the risks of material misstatement of the 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 Company's internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the director.

- Conclude on the appropriateness of the director’s 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 Company'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 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 Company to cease to continue as a going concern.

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

We communicate with those charged with governance 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.

LKY China
Certified Public Accountants (Practising)
Hong Kong, 1 Jun, 2020



SARDA ENERGY & MINERALS HONG KONG LIMITED

W EfE TR Y & ER R AF

Statement of Comprehensive Income
For the year ended 31 March 2020

2020 2019

Note us$ US$
Revenue 5 1,252,423 1,155,100
(Reversal of)/interest received on accounts receivable 5 (1,168,965) 574,042
Revaluation deficit on investments held for trading (4,221,026) (609,353)
Operating expenses (43,718) (29,890)
(Loss)/profit from operations (4,181,286) 1,089,899
Bank loan interest and charges (71,558) (59,659)
(Loss)/profit before tax 6 (4,252,844) 1,030,240
Income tax expense 7 - -
Total comprehensive (expense)/income and (loss)/profit
for the year (4,252,844) _ 1,030,240



SARDA ENERGY & MINERALS HONG KONG LIMITED

W EfE TR Y & ER R AF

Statement of Financial Position
as at 31 March 2020

2020 2019
Note Us$ US$
Current assets
Investments held for trading 8 11,277,507 16,352,182
Accounts receivable 9 9,697,016 9,973,808
Cash at banks and on hand 98 822,647
....20,974,621 ....27,148,637
Current liabilities
Bank overdraft 10 568,339 -
Accrued expenses 6,173 6,162
Secured loans 10 3,643,992 3,633,514
,,,,,, 4,218,504 .....3,639,676
Net assets _ 16,756,117 _ 23,508,961
Capital and reserves
Share capital 11 128,962 128,962
Accumulated profits 16,627,155 23,379,999
Shareholder’s fund _ 16,756,117 _ 23,508,961

The financial statements together with accompany notes set out on pages 4 to 19 were approved and
authorized for issue by the Sole Director on 1 Jun, 2020

Mr. Dinesh Kumar LAHOTI
Sole Director



SARDA ENERGY & MINERALS HONG KONG LIMITED
W ERE R B & OER R AF

Statement of Changes in Equity
For the year ended 31 March 2020

Share Accumulated
capital profits Total
US$ US$ US$
Balance as at 1 April 2018 128,962 24,949,759 25,078,721
Profit for the year - 1,030,240 1,030,240
Interim dividend paid - (2,600,000) (2,600,000)
Balance as at 1 April 2019 128,962 23,379,999 23,508,961
Loss for the year - (4,252,844) (4,252,844)
Interim dividend paid - (2,500,000) (2,500,000)
Balance as at 31 March 2020 _ 128,962 _ 16,627,155 _ 16,756,117



SARDA ENERGY & MINERALS HONG KONG LIMITED

W EfE TR Y & ER R AF

Statement of Cash Flows

For the year ended 31 March 2020

Cash flows from operating activities

Loss before tax

Adjustments for
Finance cost
Gain on derivates trading of investments held for trading
Revaluation deficit on investments held for trading

Operating cash flows before working capital changes
Decrease in accounts receivable
Increase/(decrease) in accrued charges and accounts payable

Cash generated from operations
Finance cost paid

Net cash generated from operating activities
Cash flows from investing activities
Net disposal/(acquisition) of investments held for trading
Gain on derivates trading of investments held for trading
Net cash generated/(used in) from investing activities
Cash flows from financing activities
Net advance of secured loans
Dividend paid

Net cash (used in)/generated from financing activities

Net (decrease)/increase in cash and cash equivalent
Cash and cash equivalents at
At the beginning of the year

At the end of the year
Represented by:

- Bank overdraft
- Cash at banks and on hand

2020 2019
US$ US$
(4,252,844) 1,030,240
71,558 59,659
(97,671) (291,970)
4,221,026 609,353
(57,931) 1,407,282
276,792 719,536
11 (75,550)
218,872 2,051,268
(71,558) (59,659)
,,,,,,, 147,314 -...1,991,604
853,649 (1,512,431)
97,671 291,970
_______ 951,320  _(1,220,461).
10,478 3,076,321
(2,500,000) (2,600,000)
_(2,489,522) .......476,321
(1,390,888) 1,247,469
822,647 (424,822)
(568,241) 822,647
(568,339) -
98 822,647
(568,241) 822,647




SARDA ENERGY & MINERALS HONG KONG LIMITED
W ERE R B & OER R AF

Notes to the financial statements
For the year ended 31 March 2020

1. General information

The Company is a private company domiciled and incorporated in Hong Kong with limited liability. Its
immediate and ultimate holding company is Sarda Energy & Minerals Limited incorporated in India. The
address of the registered office of the Company is 5/F., Dah Sing Life Building, 99-105 Des Voeux Road
Central, Hong Kong. The principal activities of the Company are financial instruments holding for investment
purpose. The functional currency of the Company is United State dollar, and its financial statements are
presented in United States dollar accordingly.

2. Statement of compliance with Hong Kong Financial Reporting Standards

The Company’s financial statements have been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (HKFRSs), which includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards (HKASs) and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants (HKICPA), accounting principles generally accepted in Hong
Kong, and the requirements of the Hong Kong Companies Ordinance. A summary of significant accounting
policies is set out in note 3.

At the date of the authorization of these financial statements, there are a number of Hong Kong Financial
Reporting Standards (“HKFRS”) newly issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”), but not yet effective for this accounting period and which have not been adopted in these
financial statements. The director of the Company anticipates that the application of these HKFRS would have
no material effect on how the results for future periods would be prepared and presented.

3. Summary of significant accounting policies

The financial statements have been prepared on the historical cost basis and in accordance with HKFRS issued
by the HKICPA, including applicable disclosures required by the Hong Kong Companies Ordinance.

The preparation of the financial statements in conformity with HKFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements, are disclosed in the respective notes, if
appropriate.

The followings are the specific accounting policies that are necessary for a proper understanding of the
financial statements,

a. Financial instruments

Financial assets and financial liabilities are recognized when the Company becomes a party to the contractual
provisions of the instrument. 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 recognized immediately in statement of comprehensive income.



3.

a.

SARDA ENERGY & MINERALS HONG KONG LIMITED
W ERE R B & OER R AF

Notes to the financial statements
For the year ended 31 March 2020

Summary of significant accounting policies (cont’d)

Financial instruments (cont’d)

(i) Financial assets

The Company’s financial assets are classified as financial assets at fair value through profit or loss. All
regular way purchases or sales of financial assets are recognised and derecognized on a trade date basis.
Regular way 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 that exactly discounts
estimated future cash receipts (including all fees on 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.

Income is recognised on an effective interest basis for debt instruments other than financial assets
classified as at fair value through profit or loss, of which interest income is included in net gains and
losses.

Financial assets at fair value through profit or loss.

Financial assets are classified as at fair value through profit or loss when the financial asset is either held
for trading or it is designated as at fair value through profit or loss.

A financial asset is classified as held for trading if:

- it has been acquired principally for the purpose of selling it in the near future; or

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

- itis 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 fair value through

profit or loss upon initial recognition 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 Company’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 or more embedded derivatives, and HKAS 39 permits the entire
combined contract (asset or liability) to be designated as at fair value through profit or loss.

Financial assets at fair value through profit or loss are stated at fair value, with any gains or losses arising
on premeasurement recognised in statement of comprehensive income. The net gain or loss recognisedin
statement of comprehensive income incorporates any dividend or interest earned on the financial asset.
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a.

SARDA ENERGY & MINERALS HONG KONG LIMITED
W ERE R B & OER R AF

Notes to the financial statements
For the year ended 31 March 2020

Summary of significant accounting policies (cont’d)

Financial instruments (cont’d)

(if) Financial liabilities and equity

Debt and equity instruments issued by a company 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.

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. The Company’s financial liabilities are generally classified into financial
liabilities at fair value through profit or loss and other financial liabilities.

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 that exactly discounts
estimated future cash receipts (including all fees on 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 expense is recognized on an effective interest basis other than financial liabilities classified as at
fair value through profit or loss, of which interest expense is included in net gains and losses.

Financial liability at fair value through profit or loss.

Financial liabilities are classified as at fair value through profit or loss when the financial liability is either
held for trading or it is designated as at fair value through profit or loss on initial recognition.

A financial liability is classified as held for trading if:

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

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

- itis a derivative that is not designated and effective as a hedging instrument.

A financial liability other than a financial liability held for trading may be designated as at fair value

through profit or loss upon initial recognition 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 Company’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 or more embedded derivatives, and HKAS 39 permits the entire
combined contract (asset or liability) to be designated as at fair value through profit or loss.

10
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a.

SARDA ENERGY & MINERALS HONG KONG LIMITED
W ERE R B & OER R AF

Notes to the financial statements
For the year ended 31 March 2020

Summary of significant accounting policies (cont’d)

Financial instruments (cont’d)

(ii) Financial liabilities and equity (cont’d)

Financial liabilities at fair value through profit or loss are stated at fair value, with any gains or losses
arising on remeasurement recognised in statement of comprehensive income. The net gain or loss
recognised in profit or loss includes any interest paid on the financial liabilities.

Other financial liabilities

Other financial liabilities (including borrowings, a loan from government, trade and other payables) are
subsequently measured at amortised cost using the effective interest method.

(iif) Accounts receivables are initially measured at fair value and, after initial recognition, at amortised cost

less impairment losses for bad and doubtful debts, if any, except for the following receivables:

Interest-free loans made to related parties without any fixed repayment terms or the effect of discounting
being immaterial, that are measured at cost less impairment losses for bad and doubtful debt, if any; and

Short-term receivables with no stated interest rate and the effect of discounting being immaterial, that are
measured at their original invoice amount less impairment losses for bad and doubtful debt, if any.

At the end of reporting date, the Company assesses whether there is any objective evidence that a
receivable or group of receivables is impaired. Impairment losses on trade and other receivables are
recognised in statement of comprehensive income when there is objective evidence that an impairment
loss has been incurred and are measured as the difference between the receivable’s carrying amount and
the present value of estimated future cash flows (excluding future credit losses that have not been incurred)
discounted at its original effective interest rate, i.e. the effective interest rate computed at initial
recognition. The impairment loss is reversed if, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment was
recognised.

(iv) Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid

investments that are readily convertible to a known amount of cash and are subject to an insignificant risk
of changes in value.

For the purpose of statement of cash flows, bank overdrafts which are repayable on demand form an
integral part of the company’s cash management are included as a component of cash and cash
equivalents.

(v) Accounts payables are initially measured at fair value and, after initial recognition, at amortised cost,

except for short-term payables with no stated interest rate and the effect of discounting being immaterial,
that are measured at their original invoice amount.

11



SARDA ENERGY & MINERALS HONG KONG LIMITED
W ERE R B & OER R AF

Notes to the financial statements
For the year ended 31 March 2020

3. Summary of significant accounting policies (cont’d)
b. Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Company 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.

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.

c. Leases

A lease is an agreement whereby the lessor conveys to the lessee in return for a payment or series of payments
the right to use an asset for an agreed period of time. Determining whether an arrangement is, or contains, a
lease is based on the substance of the arrangement and requires an assessment of whether fulfilment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a right to use the
asset.

Leases of assets are classified as finance leases when the leases transfer substantially all risks and rewards
incidental to ownership of the assets to the Company. All other leases are classified as operating leases.

d. Revenue recognition

(i) Commission income arising from sales of services are recognised in the accounting period in which the
services are rendered, by reference to completion of the specific transaction assessed on the basis of the
actual service provided as a proportion of the total services to be provided.

(i) Interest income is recognised on a time-proportion basis using the effective interest method. When a
receivable is impaired, the Company reduces the carrying amount to its recoverable amount, being the
estimated future cash flow discounted at original effective interest rate of the instrument, and continues
unwinding the discount as interest income.

(iii) Revenue arising from disposal of investments available held for sale is recognised upon the signing of the
sale and purchase agreement or the transaction has been completed, whichever is the later.

e. Income tax
Income tax for the year includes current tax and deferred tax. Current tax and deferred tax are recognised in
profit or loss, except to the extent that the tax arises from a transaction or event which is recognised directly in

equity. In the case if the tax relates to items that are recognised directly to equity, current tax and deferred tax
are also recognised directly to equity.

12



SARDA ENERGY & MINERALS HONG KONG LIMITED
W ERE R B & OER R AF

Notes to the financial statements
For the year ended 31 March 2020

3. Summary of significant accounting policies (cont’d)
e. Income tax (cont’d)

Current tax liabilities and assets are measured at the amount expected to be paid to or recovered from the
taxation authorities, using the tax rates and tax laws that have been enacted or substantively enacted by the end
of reporting date. Current tax is the amount of income taxes payable or recoverable in respect of the taxable
profit or loss for a period.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively.
Temporary differences are 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.

A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred
tax liability arises from the initial recognition of an asset or liability in a transaction which is not a business
combination; and at the time of the transaction, affects neither accounting profit nor taxable profit (tax loss).

At each end of reporting date, the Company reviews and assesses the recognised and unrecognised deferred tax
assets and the future taxable profit to determine whether any recognised deferred tax assets should be
derecognised and any unrecognised deferred tax assets should be recognised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates and tax laws that have been enacted or substantively
enacted by the end of reporting date. Deferred tax assets and liabilities are not discounted.

f. Related parties

For the purposes of these financial statements, parties are considered to be related to the Company if the
Company has the ability, directly or indirectly, to control the party or exercise significant influence over the
party in making financial and operating decisions, or vice versa, or where the Company and the party are
subject to common control or common significant influence. Related parties may be individuals (being
members of key management personnel, significant shareholders and/ or their close family members) or other
entities and include entities which are under the significant influence of related parties of the Company where
those parties are individuals, and post-employment benefit plans which are for the benefit of employees of the
Company or of any entity that is a related party of the Company.

g. Foreign currencies translation

Foreign currency transactions during the year are translated at the foreign exchange rates ruling at the
transaction dates. At each end of reporting date, monetary assets and liabilities in foreign currencies are
translated at the foreign exchange rates ruling at that date. Non-monetary assets and liabilities that are
measured at fair value in foreign currencies are translated at the foreign exchange rates ruling at the date when
the fair value was determined. Exchange gains and losses are recognised in statement of comprehensive
income.

13



SARDA ENERGY & MINERALS HONG KONG LIMITED
W ERE R B & OER R AF

Notes to the financial statements
For the year ended 31 March 2020

4. Critical accounting estimates and judgement

The Company’s management makes assumptions, estimates and judgements in the process of applying the
Company’s accounting policies that affect the assets, liabilities, income and expenses in the financial
statements prepared in accordance with HKFRSs. The assumptions, estimates and judgements are based on
historical experience and other factors that are believed to be reasonable under the circumstances. While the
management reviews their judgements, estimates and assumptions continuously, the actual results will seldom
equal to the estimates.

Certain key assumptions and risk factors in respect of the financial risk management are set out in note 14. In
the opinion of directors, there are no other key sources of estimation uncertainty that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the financial year.

In the opinion of director, there are no critical judgements in applying the Company’s accounting policies.

5. Revenue
2020 2019
US$ US$
Investments held for trading (note 8)
- interest income 490,709 541,530
- profit on disposal 526,015 208,224
- derivates trading 97,671 291,970
1,114,395 1,041,724
Dividend income 138,028 113,376
1,252,423 1,155,100
(Reversal of)/interest received on accounts receivable (note 9) (1,168,965) 574,042
6. (Loss)/profit before tax
The (loss)/profit before tax is arrived at after charging the following items,
2020 2019
US$ US$
Directors’ emoluments
- as directors - -
- salaries and allowance - 1,635
- 1,635
Auditor’s remuneration 2,551 2,548

14



SARDA ENERGY & MINERALS HONG KONG LIMITED
W ERE R B & OER R AF

Notes to the financial statements
For the year ended 31 March 2020

7. Income tax expense

The Company performed all its operations outside Hong Kong, therefore, in the opinion of director, all profits
or loss resulted from the operations of the Company should therefore not subject to Hong Kong profits tax by
virtue of the Inland Revenue Ordinance. The director is also of the opinion that the Company’s activities
outside Hong Kong and would not expose the Company to tax imposed by any oversea tax authority.
Consequently, no provision for Hong Kong profits tax to be carried forward, and also no deferred taxation is
provided in the financial statements accordingly.

8. Investments held for trading

Investments held for trading are stated at fair value through profit or loss.

9. Accounts receivable

2020 2019

US$ US$
Interest receivables 136,497 135,377

Other receivables

- interest free 762,166 906,826
- interest bearing 4,714,554 5,874,529
5,476,720 6,781,355
Amounts due from fellow subsidiaries 4,083,799 3,057,076
_ 9,697,016 _ 9,973,808

The amounts due from fellow subsidiaries are unsecured, interest free and have no fixed term of repayment. In
the opinion of director, no provision for recoverability is required for non-repayment of the amounts due.

10. Secured loans

2020 2019
US$ UsS$
Secured loans
- from Banks 3,282,057 2,436,316
- from Security Brokers 361,935 1,197,198
__ 3,643,992 3,633,514

At 31 March 2020, both bank loans and loans from security brokers were repayable within one year and were
secured by the investments held for trading (note 8) held by the Company. In the opinion of director, the
Company should be able to obtain refinancing of the respective bank loan.

The banking facilities are subject to common lending arrangements with the liaised financial institutions. In

case the Company contravened any condition of the arrangement or associated covenant, the outstanding
balances of the facilities would become payable on demand.

11. Share capital

2020 2019
US$ US$
1,000,000 ordinary shares issued and fully paid 128,962 128,962
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SARDA ENERGY & MINERALS HONG KONG LIMITED
W ERE R B & OER R AF

Notes to the financial statements
For the year ended 31 March 2020

12. Material related party transactions

All the details of transactions and balances between the Company and related parties are disclosed elsewhere
in the financial statements.

13. Capital disclosure

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a
going concern, so that it can continue to provide returns for shareholder and benefits for other stakeholders,
and to provide an adequate return to shareholder.

The Company manages the capital structure and makes adjustments to it in the light of changes in economic
conditions and the risk characteristics of the underlying assets. In order to maintain or adjust the capital
structure, the Company may adjust the amount of dividends paid to shareholder, return capital to shareholder,
issue new shares, or sell assets to reduce debt. No changes were made in the objectives, policies and processes
during the year of 2019 and 2020.

The Company monitors capital using a gearing ratio, which are the Company’s total liabilities over its total
assets. The Company’s policy is to keep the gearing ratio at a reasonable level. The Company’s gearing ratio as
at 31 March 2020 was 20.1% (2019: 13.4%).

14. Financial instruments

The Company has classified its financial assets in the following categories:

2020 2019
Us$ US$
Accounts receivable (note 9) 9,697,016 9,973,808
Cash at banks and on hand 98 822,647
9,697,114 10,796,455
Financial assets at fair value through profit or loss:
Investments held for trading (note 8) 11,277,507 16,352,182
20,974,621 27,148,637
The Company has classified its financial liabilities in the following categories:
2020 2019
US$ US$
Financial liabilities at amortized cost:
Bank overdraft (note 10) 568,339 -
Accrued charges 6,173 6,162
Secured loans (note 10) 3,643,992 3,633,514
4218504 3,639,676

The Company is exposed to credit risk, liquidity risk and market risk arising in the normal course of its
business and financial instruments. The Company’s risk management objectives, policies and processes
mainly focus on minimizing the potential adverse effects of these risks on its financial performance and
position by closely monitoring the individual exposure.
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Notes to the financial statements
For the year ended 31 March 2020

14. Financial instruments (cont’d)
a. Credit risk

The Company is exposed to credit risk on financial assets, mainly attributable to investments available for sale
and trade and other receivables. It sets limit on each investment portfolio and prior approval is required for any
transaction exceeding that limit.

2020 2019
US$ US$
Summary quantitative data:
Accounts receivable (note 9) 9,697,016 9,973,808
Cash at bank and on hand 98 822,647
9,697,114 _ 10,796,455

At 31 March 2020, the Company has no concentration of risk and the maximum exposure to credit risk is
represented by the carrying amount of each financial assets.

b. Liquidity risk

The Company is exposed to liquidity risk on financial liabilities. It manages its funds conservatively by
maintaining a comfortable level of cash and cash equivalents in order to meet continuous operational need.
Various banking facilities and credit lines have also been arranged with different banks in order to fund any
emergency liquidity requirements. They all are past due later than 3 months but not later than 1 year.

c. Market risk
i. Interest rate risk

The Company mainly holds fixed deposits with banks with maturity within 3 months and the exposure is
considered not significant. It also invests in fixed rate debt securities. In consequence, no material
exposure on fair value interest rate risk is expected. Even that, the Company closely monitors the fair value
fluctuation of the investments and disposes of them in case of significant increase in interest rate is
foreseen.

In order to manage the cash flow interest rate risk, the Company will repay the corresponding borrowings
when it has surplus funds.

Summary quantitative data: 2020 2019
UsS$ UsS$

Floating-rate financial assets

Cash at bank and on hand 98 822,647

Secured loans (note 10) (3,643,992) (3,633,514)
Bank overdraft (note 10) (568,339) -

(4,212,233) (2,810,867)
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14. Financial instruments (cont’d)

C.

Market risk (cont’d)
Interest rate risk (cont’d)
Sensitivity analysis:

At 31 March 2020, if interest rates at that date had been 100 basis points lower with all other variables held
constant, the Company’s loss for the year would have been US$42,122 (2019: US$28,108) higher and the
accumulated profits and other components of equity would have been US$42,122 (2019: US$28,108)
lower.

At 31 March 2020, if interest rates had been 100 basis points higher, with all other variables held constant,
the Company’s loss for the year would have been US$42,122 (2019: US$28,108) lower, and the
accumulated profits and other components of equity would have been US$42,122 (2019: US$28,108)
higher.

The sensitivity analysis has been prepared with the assumption that the change in interest rates had
occurred at the end of reporting date and had been applied to the exposure to interest rate risk for the
relevant financial instruments in existence at that date. The changes in interest rate represent
management’s assessment of a reasonably possible change in interest rates at that date over the period until
the next annual end of reporting date.

Currency risk

The Company conducted its business transactions mainly in US dollars that expose it to currency risk
arising from such transactions and the resulting receivables and the payables.

The Company closely and continuously monitors the exposure on currency risk. Since HK dollars is
pegged to US dollars, there is no significant exposure expected on US dollars transactions and balances.

Summary quantitative data:

Other
In US$ currencies Total
US$ US$ US$
2019

Investments held for trading (note 8) 14,623,488 1,728,694 16,352,182
Accounts receivable (note 9) 9,066,982 906,826 9,973,808
Cash at bank and on hand 822,549 98 822,647
..24,513,019 2635618 . 27,148,637
Accrual charges 1,518 4,644 6,162
Secured loans (note 10) 1,174,311 2,459,203 3,633,514
...1,175,829 2,463,847 .....3,639,676
_ 23,337,190 171,771 _ 23,508,961
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14. Financial instruments (cont’d)
c. Market risk (cont’d)

ii. Currency risk (cont’d)

2020

Investments held for trading (note 8)
Accounts receivable (note 9)

Cash at bank and on hand

Accrual charges
Bank overdraft (note 10)
Secured loans (note 10)

15. Hong Kong Financial Reporting Standards issued but not yet effective for the year

Other

In US$ currencies Total

US$ US$ US$
10,539,973 737,534 11,277,507
8,984,840 712,176 9,697,016
- 98 98
19,524,813 1449808 . 20,974,621
2,025 4,148 6,173
319,726 248,613 568,339
2,515,577 1,128,415 3,643,992
,,,,, 2,837,328 1,381,176 ..4,218,504
_ 16,687,485 68,632 _ 16,756,117

HKFRSs that have been issued but are not yet effective for the year include the following HKFRSs which may
be relevant to the Company’s operations and financial statements:

Effective for annual
periods beginning on or

after

Amendments to HKFRS 3 Business combinations “Definition of a business” 1 January 2020
Amendments to HKAS 1, Presentation of financial statements, and 1 January 2020

and HKAS 8 Accounting policies, changes in accounting

estimates and errors “Definition of material”

HKFRS 17 Insurance Contracts 1 January 2021
Amendments to HKFRS 10  Sale or Contribution of Assets Between an Investor A date to be determined

and HKAS 28 and its Associate or Joint Venture

The Company has not early adopted these HKFRSs. Initial assessment has indicated that the adoption of these
HKFRSs would not have a significant impact on the Company’s financial statements in the year of initial
application. The Company will be continuing with the assessment of the impact of these HKFRSs and other

significant changes may be identified as a result.

16. Comparative figures

Certain comparative figures have been reclassified to conform with the current year’s presentation.
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