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04 KINETIC MINES AND ENERGY LIMITED   Annual Report 2020

Chairman’s Statement

On behalf of the Board of Directors (the “Board”) of Kinetic Mines and Energy Limited (the “Company”), I am pleased to 
present the annual results of the Company, together with its subsidiaries (the “Group”), for the twelve months ended 31 
December 2020.
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2020 monthly average price of 5,000 Kcal thermal coal at Qinhuangdao and the Bohai Rim:
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PRINCIPAL RISKS AND UNCERTAINTIES FACED BY THE GROUP, THEIR IMPACTS 
AND CORRESPONDING 



Cs0.8661eserves as of 31 December 2020



FUTURE PROSPECTS
Looking forward to 2021, despite the gradually weakening impact of the COVID-19 pandemic, there are still a great deal of 
unstable factors. The increasing tension in the international trade environment also augurs uncertainty over the prospects 
of global macroeconomic growth. According to the Global Economic Prospects JanCyto 20 issued byto thWorld Bank, 



FINANCIAL REVIEW
Consolidated Statement of Profit or Loss and Other Comprehensive Income

2020





Finance Costs
The Group’s finance costs decreased from RMB26.4 million for the year ended 31 December 2019 to RMB13.1 million for 
the year ended 31 December 2020. The decrease in the Group’s finance costs was mainly attributable to the net repayments 
of S2I22s ons amounting to RMB136.0 million during the year ended 31 December 2020.

Income Tax Expense
Pursuant to the rules and regulations of the Cayman Islands and the British Virgin Islands (“BVI”), the Company and its 



Consolidated Statement of Cash Flows



OTHER FINANCIAL INFORMATION
Liquidity and Financial Resources





Contingent Liabilities
As at 31 December 2020, the Group had no material contingent liability.

Significant Investments, Acquisitions and Disposals
During the year ended 31 December 2020, the Group had no significant investments, and no material acquisitions or 
disposals of subsidiaries, associates or joint ventures. As the Group made significant improvements in its financial position 
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2020 REVIEW OF KINETIC MINE AND ENERGY
The Group has been publishing the Environmental, Social and Governance (ESG) report since 2016. This is the fifth ESG 
report published by us, which was approved by the Board and set ouc 0 s0cdhe Company’s annual report. Environmental, social 
and governance covers a wide range of areas and poses significanc 0mpac0cds to both the long-term business of a company 
and the overall development of the society. Good environmental, social and governance performance is the essential and 
0mportanc fac0or to the long-term success and sustainable development of a company.

The business entities included in this report are consistent with the scope of the Company’s annual report. It focuses 
on the operation of the Group in areas such as responsible operations, produaisafsoc,cess 0.5(environme s aterodua)8nd 
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1.



Environmental, Social and Governance Report

1.3	 Identification of material issues
To further clarify the key areas of corporate ESG practices and information disclosure and enhance the 
pertinence and responsiveness of the ESG report, the Group has identified ESG issues of interest to stakeholders 
in light of the requirements of the Environmental, Social and Governance Reporting Guide



re



Environmental, Social and Governance Report

2.	COMPLIANCE  OPERATIONS
The Group conducts its business management in accordance with the applicable laws and regulations, strengthens 



To create a fair and equitable management environment, the Group has set up a complaint collection box, and 
offered a report hotline and email address to receive feedback from all its employees. The Group assigns a 
designated person to collect and sort out the reported information regularly and maintains strict confidentiality on 



Environmental, Social and Governance Report



2.4	  



Environmental, Social and Governance Report



3.2	 On-site safety management
The Group’s on-site safety management is reflected in the various stages: Based on the Potential Safety Hazard 
Identification and Control Measures



Environmental, Social and Governance Report





Environmental, Social and Governance Report

The Group actively advocated green office, set one of our priorities as reducing greenhouse gases emission, 
and formulated the Waste Paper Recycling and Reusing Management Measures to encourage the recycling and 
reuse of waste paper. The Vehicle Management Measures continued to be implemented and improved in 2020 



G e n e r u a l s o l i d  w a s t e s  p r o d u c e d  i n  t h e  p r o d u c t i o n  o f  t h e  G r o u p  m a i n l y  i n c l u d e  c o u a l g a n g u e  p r o d u c e d  i n  t h e  

,  p r o c e s s i n g  t h e  

wastes in accordance with nationualstandards to avoid pollution. The Group transports the coualgangue, boiler ash 

and slime to the gangue landfill to bury in layers with soil.0 Dmestic waste is collected and taken up by qtuaified 

the requirements on hazardous materials by Environment Protection Agency and passed the acccepance check 



Environmental, Social and Governance Report

In 2020, the Group invested RMB13.07 million to build a new dedusting workshop, which was officially put into 
operation in November 2020. Such dedusting workshop adopts the 6mm dedusting process, which reduces 
the total amount of coal slime in the system, improves the sorting accuracy of the sorting system, increases 



Building green mines and constructing beautiful home
In recent years, the Group set the goal of building green mines, firmly executed the work of geological 
environment restoration and green mine construction, strengthened the results of ecological environment 
protection and achieved great economic, social and ecological effects – ensuring supply of coal resources, 
leading local economic development, building the ecological defence on the north border of China, so as to 
execute social responsibilities of private enterprises with actual actions. On 25 December 2019, Dafanpu Coal 
Mine officially passed the election for green mines in China and was included in the list of green mines in China in 
2019.

5.	H ARMONIOUS DEVELOPMENT
The Group adheres to the people-oriented philosophy, creating equal and harmonious employment environment in 



Environmental, Social and Governance Report



25 and belowProportion of resigned employees by age group26-3536-4546 and above26%

31%5%

38%

Proportion of resigned employees by gendermalefemale88%12%





Performance evaluation
In order to objectively reflect the work level of employees, on the basis of the Performance Appraisal



Environmental, Social and Governance Report

In 2019, the Group actively helps employees and workers in difficulties. We launched the Autumn Student 
Sponsorship program to provide student subsidies to children of employees in need. Subsidies were granted to 
employees with relatively underprivileged family. In addition, in order to promote the traditional virtwly. Iu -1.9onour



ESG INDEX



Environmental, Social and Governance Report
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EXECUTIVE DIRECTORS
Mr. Zhang Li (張力), aged 68, the founder of our Group, has been the chairman and an executive Director of our Company 
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Directors and Senior Management

NON-EXECUTIVE DIRECTOR
Ms. Zhang Lin (
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Directors and Senior Management



SENIOR



SENIOR   Annual Report 2020

Directors’ Report

The board of directors (the “Board”) of Kinetic Mines and Energy Limited (the “Company”) hereby presents the annual report 
together with the audited consolidated financial statements of the Company and its subsidiaries (the “Group”) for the year 
ended 31 December 2020.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEw
The Company was incorporated in the Cayman Islands as an exempted company with limited liability on 27 July 2010 under 
the Companies Law (2010 Revision) of the Cayman Islands.

The Company is an investment holding company and the principal activities of the Group are the extraction and sale of 
coal products. Further discussion and analysis of these activities as required by Schedule 5 to the Hong Kong Companies 
Ordinance, including a discussion of the principal risks and uncertainties faced by the Group and an indication of likely future 
developments in the Group’s business, can be found in the Management Discussion and Analysis set out on pages 6 to 21 
of this annual report and forms part of this directors’ report. There were no significant changes in the nature of the Group’s 
principal activities during the year ended 31 December 2020. In addition, the Group did not have any important events that 
affected the Company since the end of the reporting period.

SUbSIDIARIES
Details of the Company’s subsidiaries as at 31 December 2020 are set out in Note 14 to the consolidated financial statement.

RESULTS AND APPROPRIATIONS
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Directors’ Report

DIRECTORS
The Directors for the year ended 31 December 2020 are as follows:

Executive Directors
Mr. Zhang Li (Chairman)
Mr. Zhang Liang, Johnson
Mr. Ju Wenzhong (Chief Executive Officer)

Non-Executive Director
Ms. Zhang Lin

Independent Non-Executive Directors
Ms. Liu Peilian
Mr. Zheng Ercheng
Ms. Xue Hui

In accordance with articles 108(a) and 112 of the Company’s articles of association, Mr. Zhang Liang, Johnson, Mr. Ju 
Wenzhong and Ms. Liu Peilian will retire from office by rotation and, being eligible, offer themselves for re-election at the 
forthcoming Annual General Meeting of the Company.

DIRECTORS’ SERVICE CONTRACTS AND LETTERS OF APPOINTMENT
Each of the executive Directors has entered into a service contract with the Company for a term of three years, p
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Directors’ Report

SHARE OPTION SCHEME (Cont’d)
(b)	 Maximum number of shares

The maximum number of shares which may be issued upon exercise of all the options to be granted under the Share 
Option Scheme and any other share option scheme of the Company (if any) shall not in aggregate exceed 10% of the 
shares in issue (i.e. a maximum of 843,000,000 shares) as at the listing date, provided that:

(i)	
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Directors’ Report

ĐӰĐА��



   Annual Report 2020

Directors’ Report

SUbSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN THE SHARES 
AND UNDERLYING SHARES
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Directors’ Report



CHARITA   Annual Report 2020

Directors’ Report

ENVIRONMENTAL AND SOCIAL RESPONSIBILITY
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Directors’ Report

AUDITOR
Following the retirement of Ernst & Young as the auditor of the Company on 29 May 2019, KPMG, a Public Interest Entity 
Auditor registered in accordance with the Financial Reporting Council Ordinance was appointed on 29 May 2019 to act as 
the auditor of the Company. Save as disclosed above, there were no other changes in auditor of the Company during the 
past three years.
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Corporate GovernanceLReport

THE BOARD OF DIRECTORS (Cont’d)
Responsibilities of the Board (Cont’d)
Decisions of the Board are communicated to the senior management through executive Directors. The day-to-day 
management, administration and operation of the Group are delegated to executive Directors and an independeof -the se 
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THE BOARD OF DIRECTORS (Cont’d)
Terms of Appointment of Directors
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Corporate GovernanceLReport

THE BOARD OF DIRECTORS (Cont’d)
Board Practices and Conduct of Meetings (Cont’d)
Minutes of Board meetings and meetings of Board committees containing sufficient detail of the matters considered and 
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER
During the year ended 31 December 2020, the roles of Chairman and Chief Executive Officer of the Company have been 
carried out by different individuals. The Chairman of the Company is Mr. Zhang Li; the Chief Executive Officer of the 
Company from 1 January to 27 May 2020 was Mr. Gu Jianhua and the Chief Executive Officer of the Company from 28 May 
to 31 December 2020 was Mr. Ju Wenzhong.
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Corporate GovernanceLReport

THE COMPANY SECRETARY
The company secretary plays a role in supporting the Board by ensuring good information flow within the Board and also 
that Board policy and procedures are followed. The company secretary is responsible for advising the Board through the 
Chairman and/or the Chief Executive Officer on governance matters and should also facilitate induction and professional 
development of Directors. Specific enquiry has been made to the company secretary of the Company, Mr. Chan Kwok Wai 
Danny (“Mr. Chan”), and Mr. Chan has confirmed that he complies with the relevant qualifications, experience and training 
requirements under the Listing Rules.

DIRECTORS’ AND OFFICERS’ LIAbILITY INSURANCE
The Company has arranged Directors’ and Officers’ liability insurance for its Directors and senior management during the 
year ended 31 December 2020. The insurance covers the corresponding costs, charges, expenses and liabilit.444N vers p5ecer the Listing Rules.b
ERSlit.4.ng 



74 KINETIC MINES AND ENERGY LIMITED  AnnINESeport 2020 

INVESTOR COMMUNICATIONS AND SHAREHOLDERS’ RIGHTS
The Company considers timely communication to shareholders and/or investors and transparent reporting as key 
components of good corporate governance.

The Company aims to maintain frequent and timely communication with its shareholders and/or investors through a 
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Independent Auditor’s Report
 



80KEY AUDIT MATTERS (Cont’d)Revenue recognitionRefer to Note 5 to the consolidated financiualstatements and the accounting policies on page0 06.The Key Audit MatterHow the matter was addressed in our audit

 

 The Group is principally engaged in the coualmining and trading business, and the Group’s revenue amounted to 
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Independent Auditor’s Report
 

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, other than the consolidated financial statements and our auditor’s report thereon.

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

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

If, based on the work we have performed, we conclude that there is a material misstatement finanle other e per dirded in the 
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AUDITOR’S RESPONSIb
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Consolidated Statement of 
Financial Position
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Share 
capital

Share 
premium

Other 
reserves

Statutory 
reserves

Exchange 
reserve

Retained 
profits

Total 
equity

Note RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Note 30)  (Note 31)  (Note 32 (i))  (Note 32(ii))  (Note 32(iii))         

At 1 Janua.920019 54,293 483,907 141,831 331,492 (7,909) 772,386 1,776,000

Profit for the year – – – – – 833,303 833,303

Other comprehensive income – – – – (15,294) – (15,294)         

Total comprehensive income  
for the year – – – – (15,294) 833,303 – – – – (133894)8336
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Consolidated Statement of 
Cash Flows
Year ended 31 December 2020

2020 2019

Note RMB’000 RMB’000 

0874 0 Td
D
(Profit before taxation 9 4 2840 0 0 13.8661222000)1,228,70.427.858 637.4894 Tm
(2020)T1,
/T, Tf 9 42.5000
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Notes to the Consolidated Financial Statements
31 December 2020

1.	C ORPORATE AND GROUP INFORMATION
The Company was incorporated as an exempted company with limited liability in the Cayman Islands on 27 July 2010 
under the Companies Law, Chapter 22 (Law 3 of 1961, as consolidated and revised). The Company’s registered 
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Notes to the Consolidated Financial Statements
31 December 2020

2.1	 BASIS OF PREPARATION (Cont’d)
Basis of consolidation
The consolidated financial statements include the financial statements of the Company and its subsidiaries and the 
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Notes to the Consolidated Financial Statements
31 December 2020

2.2



932.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investments in associates
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Notes to the Consolidated Financial Statements
31 December 2020

2.4	S UMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Fair value measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
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Notes to the Consolidated Financial Statements
31 December 2020

2.4	S UMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Fair value measurement (Cont’d)
Level 1 – based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 –
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Notes to the Consolidated Financial Statements
31 December 2020

2.4	S UMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
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Notes to the Consolidated Financial Statements
31 December 2020

2.4	S UMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in progress, are stated at cost less accumulated depreciation 
and any impairment losses. When an item of property, plant and equipment is classified as held for sale or when it is 
part of a disposal group classified as held for sale, it is not depreciated and is accounted for in accordance with HKFRS 
5. The cost of an item of property, plant and equipment comprises its purchase price and any directly attributable 



982.4
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Notes to the Consolidated Financial Statements
31 December 2020
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Notes to the Consolidated Financial Statements
31 December 2020

2.4	S
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Notes to the Consolidated Financial Statements
31 December 2020

2.4	S UMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Income tax (Cont’d)
Deferred tax is provided, using the liability method, on all temporary differences at the end of the reporting period 
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:
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Notes to the Consolidated Financial Statements
31 December 2020

2.4	S UMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Foreign currencies
The functional currency of the Company is Hong Kong dollar. These financial statements are presented in RMB 
because it is the currency mainly held by the Group’s subsidiaries to carry out the Group’s business. Each entity in 
the Group determines its own functional currency and items included in the financial statements of each entity are 
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Notes to the Consolidated Financial Statements
31 December 2020

3	S IGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (Cont’d)
Coal reserves
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Notes to the Consolidated Financial Statements
31 December 2020

4	O PERATING SEGMENT INFORMATION
Management has determined operating segments with reference to the reports reviewed by the chief operating 
decision maker of the Group that are used to assess the performance and allocate resources.

The chief operating decision maker of the Group assesses the performance and allocates the resources of the Group as 
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Notes to the Consolidated Financial Statements
31 December 2020
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Notes to the Consolidated Financial Statements
31 December 2020

7	P ROFIT bEFORE TAXATION
The Group’s profit before taxation is arrived at after charging:
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Notes to the Consolidated Financial Statements
31 December 2020

9	D IRECTORS’ REMUNERATION
Directors’ remuneration for the year, disclosed pursuant to the Listing Rule, section 383(1) of the Hong Kong 
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Notes to the Consolidated Financial Statements
31 December 2020

11	I NCOME TAX EXPENSE (Cont’d)
(a)	
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Notes to the Consolidated Financial Statements
31 December 2020
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Notes to the Consolidated Financial Statements
31 December 2020

15	P ROPERTY, PLANT AND EQUIPMENT
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Notes to the Consolidated Financial Statements
31 December 2020

15	P ROPERTY, PLANT AND EQUIPMENT (Cont’d)
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Notes to the Consolidated Financial Statements
31 December 2020

19	O THER NON-CURRENT ASSETS
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Notes to the Consolidated Financial Statements
31 December 2020

20	FINANCIAL  ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

As at 31 December

2020 2019

RMB’000 RMB’000
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Notes to the Consolidated Financial Statements
31 December 2020

21	I NVENTORIES

As at 31 December

2020 2019

RMB’000 RMB’000   

Coal products 18,276
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Notes to the Consolidated Financial Statements
31 December 2020

23	C ASH AT bANk AND PLEDGED AND RESTRICTED DEPOSITS
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Notes to the Consolidated Financial Statements
31 December 2020

26	 BANk LOANS
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Notes to the Consolidated Financial Statements
31 December 2020

27	L ONG-TERM PAYAbLES
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Notes to the Consolidated Financial Statements
31 December 2020

28	D EFERRED TAX (Cont’d)
Deferred tax assets
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Notes to the Consolidated Financial Statements
31 December 2020

29	A CCRUAL FOR RECLAMATION COSTS
The accrual for reclamation costs has been determined based on management’s best estimates. However, as the 
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Notes to the Consolidated Financial Statements
31 December 2020
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Notes to the Consolidated Financial Statements
31 December 2020

34	� OMMITMENTS
(a)	 The Group had the following capital commitments at the end of the reporting period:
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Notes to the Consolidated Financial Statements
31 December 2020

35	R ELDsD PARTY TRANSACTIONS5
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Notes to the Consolidated Financial Statements
31 December 2020

37	F INANCIAL RISk MANAGEMENT ObJECTIVES AND POLICIES 
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Notes to the Consolidated Financial Statements
31 December 2020

37	F INANCIAL RISk MANAGEMENT ObJECTIVES AND POLICIES (Cont’d)



 F



140 KINETIC MINES AND ENERGY LIMITED   Annual Report 2020

Notes to the Consolidated Financial Statements
31 December 2020

40	S TATEMENT OF FINANCIAL POSITION OF THE COMPANY
Information about the statement of financial position of the Company at the end of the reporting period is as follows:
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Notes to the Consolidated Financial Statements
31 December 2020

40	S TATEMENT OF FINANCIAL POSITION OF THE COMPANY (Cont’d)
Note:

A summary of the Company’s reserves is as follows:
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FinanciKN0Summary

RESULTS
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