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China Qinfa Group Limited FEIZZEEERA A

BUSINESS AT A GLANCE
EK—8

China Qinfa Group Limited (the “Company”) was incorporated in the
Cayman Islands on 4 March 2008 as an exempted company with limited
liability. The Company is the holding company of various companies in
Hong Kong and China (collectively, the “Group”) which are principally
engaged in the coal operation business involving coal mining, purchase
and sales, filtering, storage, blending and shipping transportation.

An integrated coal supply chain is the key to the Group’s success.
With business operations strategically located in Hong Kong and
various cities in China, namely, Shuozhou, Xinzhou, Datong, Yangyuan,
Qinhuangdao, Zhuhai and Guangzhou, the Group is able to source coal
in China and overseas markets.

In China, the Group sources coal mainly from the western and northern
regions, and provides full logistics services and transportation
arrangements through road and sea transportation to deliver the coal
to customers in the coastal regions of China. The Group has its own
fleet and chartered vessels, which facilitate the shipping transportation
of coal. Apart from coal transportation, the Group’s vessels are also
engaged in the provision of dry bulk cargo transportation services to
other customers.
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China Qinfa Group Limited FEIRZZEEER AT

MANAGEMENT DISCUSSION AND ANALYSIS

The Group is a non-state owned thermal coal supplier in China,
and it operates an integrated coal supply chain, including coal
mining, purchase and sales, filtering, storage, blending and shipping
transportation. During the six months ended 30 June 2017, the Group
continued to focus on these business activities. The following sets forth
detailed analysis of the principal components of the operating results
of the Group:

Revenue from coal business and coal handling and trading
volume

BEEEWED N

AEBERTEFEAE NRMER K288
LR RS - BRI - BB - \X% 7
- RAMMEES - BE-_FT—EFA=1
BIEARER  AEBEEFEIZFEREH - T
XEFBRASERLE X EN T BAKE D HF
AT

BREBZBAREREEREZE

Six months ended 30 June

BEAAZ=THILAEA

2017 2016

—E—+F —E—RF

Revenue from coal business (RMB'000) BREBKRA (ARETIT) 1,303,113 159,419
Coal handling and trading volume (000 tonnes) BErgehE5= (THR) 3,252 809

During the six months ended 30 June 2017, the volume of the Group’s
coal handling and trading recorded an increase of 302.0% as compared
to the corresponding period in 2016. The monthly average coal selling
prices during the six months ended 30 June 2017 were in range
between RMB239 per tonne and RMB564 per tonne, which were higher
than the monthly average selling prices between RMB88 per tonne and
RMB423 per tonne during the same period in 2016. The increase in coal
handling and trading volume and monthly average coal selling prices
were principally because of improvement in coal market in China.

The average coal selling prices and the average monthly coal handling
and trading volume for each of the three years ended 31 December
2016 and the six months ended 30 June 2017 and 2016 are set forth in
the table below:

Six months ended 30 June

BEAA=THILEAEA

HE-_Z—+&~<A= +E¢AMH REE
MBEREERESER T — N F [ B S 0
302.0% ° #HZE —F — tEAHE+E¢ﬁﬁ
A BrREBAFHEENTEMHEARKE 239 CH
BWEARKS64TT M @R 2T —RNFRED
BAFHEEBN T ARKSSLEGHI AR
42370 c WIRCERE S EURKREAFHE
BEANETEREASFPENKEITSEFINE -

BHE-T— /_\E—f—‘ﬂ:—i——EIJtEfEE%i
EBE-Z—+FR-T-—REFA=THILER
@|A - k%miiQ%E&k%miiﬂﬂﬁ%a&fﬁ%
EHIIN TR :

Year ended 31 December

BET-_A=1t—BLFE

2017 2016 2016 2015 2014
Bt | _T-RFE —TF —hfF —P4E
Average coal selling price xR FHER
(RMB per tonne) (BMARET) 401 197 287 309 395
Average monthly coal handling and BERTEALER
trading volume (000 tonnes) g5 (W) 542 135 177 329 1,328
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China Qinfa Group Limited FEIZZEEERA A

MANAGEMENT DISCUSSION AND ANALYSIS
EEEWEDN

Revenue from shipping transportation

The revenue for the shipping transportation segment for the six months
ended 30 June 2017 was RMB66.9 million, representing an increase of
RMB21.5 million or 47.4% from RMB45.4 million for the corresponding
period in 2016. The increase in revenue was primarily due to recovery of
the freight shipping rates.

Gross profit and gross profit margin

The Group’s gross profit was RMB454.7 million during the six months
ended 30 June 2017 as compared with gross loss of RMB73.6
million during the same period in 2016. Under the circumstances
of improvement in average selling prices of thermal coal, the Group
increased the scale of coal handling and trading volume to generate
gross profit of the Group.

Net finance costs

Net finance costs of the Group during the six months ended 30
June 2017 amounted to RMB186.8 million, representing a decrease
of RMB56.5 million or 23.2% from RMB243.3 million during the
corresponding period in 2016. The decrease was mainly due to decrease
of bank interest rate in 2017.

Profit attributable to the equity shareholders of the Company

Profit attributable to the equity shareholders of the Company for the
six months ended 30 June 2017 was RMB151.4 million, as compared
with loss attributable to the equity shareholders of the Company of
RMB442.5 million for the corresponding period in 2016.
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China Qinfa Group Limited FEIRZZEEER AT

MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW
Business Overview

Benefited from a rebound of the economy and the increase in demand,
there was a significant increase in coal consumption for electricity
generation. Furthermore, as the coal-supply reform further exerted
its effect, several coal-producing provinces reduced their production
capacity over the expectation and the production of certain coal
mines was suspended for rectification. These measures help to keep
the market coal price from dropping. During the first half of this year,
the Bohai-rim Steam-coal Price Index (BSPI Ir#)/&E) 1 EERIEE)
remained in the range of 562 to 606. Notwithstanding the continuous
drop in coal price for the first two months of 2017, the market coal price
did not drop during the traditional off-peak season from March to May.
Starting from June, the rebouncing market coal price even continuously
increased after entering into peak summer season of electricity
consumption.

The reasonable rebound of coal price has led to an improvement of
the industry development environment and improved the operating
conditions of coal companies. During the first quarter of 2017, the Group
has entered into medium and long-term cooperation agreements with
several large state-owned companies with annual contracted supply
of up to 4.40 million tonnes. The Group has also resumed the trading
of imported coal from Indonesia in the second quarter of 2017 with
contracted quantity of approximately 0.4 million tonnes. As the sales of
coal recovered steadily during the six months ended 30 June 2017, the
Group successfully turned around from loss to profit. Revenue reached
approximately RMB1.37 billion, increased by 569% as compared to
the corresponding period in the previous year. Gross profit margin was
33% and the profit attributable to shareholders was approximately
RMB151.4 million. During the period, three coal mines of Huameiao
under the Group produced approximately 2.38 million tonnes of
commercial coal, increased by approximately 376% as compared to the
same period in the previous year.

B WEDH
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China Qinfa Group Limited FEIZZEBEER AT

MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WA

As of 30 June 2017, the Group owned and operated five coal mines in
China. The table sets forth certain information about these coal mines.

RIZ—+EFRNA=THE  AEBEPEELN
RETERE - TRESBEZZRENE T E

* o
Note Location Ownership Site area Operation status
P EE 1 B BRES g EEMRNR

(sq. km)

(E5F4)
Huameiao Energy- Xingtao Coal 1,2 Shuozhou Shanxi 80% 4.3 Under operation
EXRER - EERE LI AN ZEH
Huameiao Energy- Fengxi Coal 1,3 Shuozhou Shanxi 80% 2.4 Under operation
FXRR - BERE LI AN ZiER
Huameiao Energy- Chongsheng Coal 1,4 Shuozhou Shanxi 80% 2.9 Under operation
EXRRR - SIRE HIEEBAM EET
Xinglong Coal 1,5,6 Xinzhou Shanxi 100% 4.0 Under development
L FE8 LT FE
Hongyuan Coal 1,5,7 Xinzhou Shanxi 100% 4.1 Under operation

PNEYCES

gl

(Temporarily suspended)

2E
(BRERE)

) Interim Report 2017 —Z—tFHHRE



China Qinfa Group Limited FEIZZEEER AT

MANAGEMENT DISCUSSION AND ANALYSIS
EEERWEDN

Notes: MI&E -

(1) The Group engaged an independent mineral industry consultant to (1) AEBZFE—FRENIEZEREMN A RREIORCSTE]
estimate the total coal reserves and resources as at 30 June 2016 in HEHEHE_T—R"EFNAZTHHNBRERFEER
accordance with the JORC Code. BERERE o

(2) The production capacity for Xingtao Coal Mine of Huameiao Energy is 1.50  (2) % 2 B 2 R B P9 15 78 #Y 12 3% 38 8 /51,500,000
million tonnes per annum, with a total investment budget (excluding coal g E o 4R B IEE A AR ¥380,000,0007T
washing plant) of RMB380 million. The construction was commenced in (TBEskEm)  —E——%F1+A8 F;ﬁIqu #
October 2011. As at 30 June 2017, the accumulated actual investment was 22—+t FXA=Z1TH"  ZFEER ’éj\ﬁﬁg
RMB380 million. The construction of Xingtao coal mine and coal washing 380,000,0007T - EAEBEEAER IES 2D
plant was completed, delivering a capacity of 1.5 million tonnes per annum. ST FAKEERET,500,000M8  6F ©

(3) The production capacity for Fengxi Coal Mine of Huameiao Energy is 0.9  (3) 3£ B 88RO IE A9 2 35 #5142 /5900,0000F
million tonnes per annum, with a total investment budget of RMB400 FooEgE ,\ﬁﬁ}\EMZ@OO 000,0007T * —F
million. The construction was commenced in September 2011. As at 30 ——FNLARITER- @E:E*ti/—\ﬁ =
June 2017, the accumulated actual investment was RMB397 million. The +H: 2FBEEE AR397,000,0007T © =
construction of Fengxi coal mine and coal washing plant was completed on E-ME—/B=-+—8 " /%ﬁk%ﬁ}%ﬂl SR B D S
21 January 2014 and delivering a capacity of 0.9 million tonnes per annum. I - FERKESE900,000M8  4F ©

(4) The production capacity for Chongsheng Coal Mine of Huameiao Energy is  (4) 3B LR AT A 2 2% # A2900,000MF
0.9 million tonnes per annum, with a total investment budget of RMB391 £ EmLEEE A AR391,000,000T 0 —ZF
million. The construction was commenced in September 2011. As at 30 ——EhRTIRR -BE_Tt+EANA=
June 2017, the accumulated actual investment was RMB392 million. + B 2FERIEE ARKE392,000,0005T
The construction of Chongsheng coal mine and coal washing plant was EAEBAMEEBRIRD 2505 - MR EL
completed, delivering a capacity of 0.9 million tonnes per annum. It has 900,000W8 /4 - EE R —_FT—WNHFE— A -+ —
commenced operation on 271 January 2014. AFGEEE -

(5) The Group completed the establishment of two companies, Xinglong (5) WZ-ZT—=4F F¥ &  KNEBERT TEHEEREZR
Coal and Hongyuan Coal, both wholly-owned by Shenchi Shenda Energy TIREEMR AR ZMR A A it S E
Investment Co., Ltd. during the first half year of 2013. BEREEER AT ZERS -

(6) The production capacity for Xinglong Coal Mine is 0.9 million tonnes per  (6) B[R EHE AR A900,000MF F - HIHE
annum, with a total investment budget of RMB348 million. The construction BE 5 ARK®348,000,000 0 —E——F+=
was commenced in December 2012. As at 30 June 2017, the accumulated ARIER -HE-_T—tF~A=+H" &t
actual investment was RMB253 million. The development has been EIEE ARE253,000,0007T c B R D H &
suspended and pending for further investment. FHE—FHRE -

(7) The production capacity for Hongyuan Coal Mine is 0.9 million tonnes per  (7) ZiRE A EH M A900, OOOUﬁ/i wEE
annum, with a total investment budget of RMB446 million. The construction BHE B AR ®446,000,0007T ¢ —Em - =#F=f
was commenced in March 2013. As at 30 June 2017, the accumulated HIgHR #H#E2—_FT—tF,A=1tH" 2%
actual investment was RMB341 million. The operation has been suspended WA AR 341, OOO 0007 » ZBO HEWF
and pending for further investment. HE—HE
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China Qinfa Group Limited FEIZZEEERA A

MANAGEMENT DISCUSSION AND ANALYSIS

EEEN WA

COAL CHARACTERISTICS JCS =T
Characteristics of the commercial coal produced by the Group's ANEBEMESEEMEENEEEOFZOT
operating mines are as follows:
Huameiao Huameiao Huameiao
Energy - Energy - Energy -
Xingtao Coal Fengxi Coal Chongsheng Coal
EXRER - EXRER - EXRER -
Coal Quality Characteristic HERH G TR RAEE
Seam R E 4 9 9
Moisture (%) KD (%) 9.05-1212% 1.55-3.16% 9.71-10.38%
Ash (%) K5 (%) 20.11-28.73% 17.87-25.68% 19.35-22.16%
Sulfur (%) EHE(%) 0.71-1.39% 0.32-0.96% 1.66-1.86%
Volatile Matter (%) BEMEE(%) 21.75-27.51% 25.00-38.84% 28.84-29.34%
Energy Content (MJ/kg) BHE (KEH FTi) 17.95-19.43 18.36-21.80 20.09-21.77
OPERATING DATA EEHE
Reserves and Resources RERERE
Huameiao Huameiao Huameiao
Energy - Energy - Energy -
Xingtao Fengxi  Chongsheng Xinglong ~ Hongyuan
Coal Coal Coal Coal Coal Total
EXR EXR EXR
E E E
BREE BARE EARE  REEE  RERE @t
Reserves HE
Reserves as at HE-Z—+H5-A-H
1January 2017 (Mt) M2 (AEH)
- Proven reserves -HEHE 6271 16.43 2918 22.49 3016 160.97
- Probable reserves - BRRE 12.26 2743 19.51 9.53 117 69.90
Total reserves as at HE-Z—t45-A-H
1 January 2017 (M) E@ BFE (BEM) 74.97 43.86 48.69 3202 3133 230.87
Less: Total raw coal production W —E—tF-f-B%
for the period from :g—ti/\ﬂ_ﬂ'ﬁﬁlﬁfﬁ na. na.
1January 2017 to 30 June 2017 (Mt) WRELES (BBK) (155) (0.95) (117) TEm TiEA (3.67)
Reserves as at 30 June 2017 (Mt) HZ-Z-+EXA=1H
WRE (FEW) 73.42 4291 4752 32.02 31.33 2272
Resources ERg
Resources as at BE-Z—+F—-A—H
1January 2017 (V1) WERE (AEMH) 111.35 6799 72.39 45,96 478 339.47
Less: Total raw coal production H:ZF—t5-A-HZ
for the period from “E—tERAZTEEE na. na.
1January 2017 to 30 June 2017 (M) MREEGES (FEM) (1.59) (0.95) (117) TEH TER (3.67)
Resources as at 30 June 2017 (Mt) HZ-E-+EXA=1H
WERE (FBH) 109.80 67.04 71.22 45.96 4178 335.8
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China Qinfa Group Limited FEIZZEEER AT

MANAGEMENT DISCUSSION AND ANALYSIS
EEERWEDN

The following table sets forth the half-year production figures at the  TNRFI/R FiltBEER I REIEMN L EES O
abovementioned mines for the periods indicated:

Six months ended 30 June
BEXA=THLAEA

2017 2016

—E—tF —E-RF

(’000 tonnes) | (000 tonnes)

Raw coal production volume REES (Fmg) (Fmg)
Huameiao Energy - Xingtao Coal EXRAER — HEHEE 1,551* 222*
Huameiao Energy — Fengxi Coal EXRELR — Z%ﬁi%% 948+ 302*
Huameiao Energy — Chongsheng Coal FEEXREER - SAEE 1,167+ 248+
Total Bt 3,666 772

Six months ended 30 June

BEAA=ZTHLEREA

2017 2016
—E—+tF —E—RF
(’000 tonnes) | (000 tonnes)
Commercial coal production volume BEEES (Fmg) (Fm8)
Huameiao Energy - Xingtao Coal EXRAER — HEHEE 1,008+ 144+
Huameiao Energy — Fengxi Coal EXREER — BAKE 617+ 196+
Huameiao Energy — Chongsheng Coal EXREER - SAEE 758+ 161+
Total 1Bzt 2,383 501
*: Per the competent person’s report issued on 25 July 2016, the volume of *+: RE-_ZFT—XXF+A_-+H H BHOEEBAL
commercial coal produced by Huameiao Energy is calculated by a yield rate e EXREREENEERARERNGS%E

of 5% of raw coal. HERFHHE -
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China Qinfa Group Limited FEIZZEBEER AT

MANAGEMENT DISCUSSION AND ANALYSIS
EEEWEDN

Exploration, Mining and Development Expenses

The Group’s exploration, mining and development expenses consist of
the following amounts:

B - MRRARER
AEENHE RREAAZEAEENATERE

Six months ended 30 June

BEANA=tTHILAEAR

2017 2016

—E—+tF ZE-RF

RMB’000 RMB’000

ARETR AREEF T

Materials and consumables Ykt KO8R fm 30,198 10,182
Staff cost B IR 108,492 45,329
Other direct cost EMHEAA 26,302 15,949
Overhead and others R AR E A 142,273 51,714
Evaluation fee FHEE 2,708 892
Total HEt 309,973 124,066

Liquidity, Financial Resources and Capital Structure

The Group adopts stringent financial management policies and strives
to maintain a healthy financial condition. The Group funds its business
operations and general working capital by internally generated financial
resources and bank and other borrowings. As at 30 June 2017, the Group
recorded net current liabilities of RMB9,263.4 million.

The Group has taken initiative to enhance the financial flexibility by
diversifying the funding bases and obtain medium term loans to replace
short term loans. The Group is currently negotiating with financial
institutions to renew and extend bank borrowings and consider ways
to improve the Group’s working capital. As at 30 June 2017, cash and
cash equivalents of the Group amounted to RMB135.1 million (as
at 31 December 2016: RMB24.7 million), representing an increase
of RMB110.4 million as compared to cash and cash equivalents of
the Group as at 31 December 2016. The cash and cash equivalents
increased significantly.
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China Qinfa Group Limited FEIZZEEER AT

MANAGEMENT DISCUSSION AND ANALYSIS

As at 30 June 2017, the total bank and other borrowings of the Group
were RMB6,025.4 million (as at 31 December 2016: RMB6,043.3
million), which were classified as current liabilities. As a result of the
non-payment of loan principal and interests of RMB1,712,155,000
and RMB514,986,000 respectively, bank loans amounting to
RMB1,427,342,000 (as at 31 December 2016: RMB2,473,678,000) due
for repayment after one year which contain a cross default clause that
demands immediate repayment when there is default in any bank
loans repayment are classified as current liabilities. The bank and other
borrowing carried interest at rates ranging from 4.35% to 13.50% (as at
31 December 2016: 4.35% to 13.50%) per annum.

As at 30 June 2017, the Group had total banking facilities of RMB6,005.8
million (as at 31 December 2016: RMB6,136.4 million), of which
RMB5,995.5 million (as at 31 December 2016: RMB6,006.2 million) were
utilised.

As at 30 June 2017, the Group’s cash and cash equivalents, except
amounts of RMB0.23 million and RMB29.2 million which were held
in Hong Kong dollars ("HKD”) and United States dollars (“USD”),
respectively, were held in RMB. All the Group’s bank and other
borrowings were made in RMB.

The gearing ratio (calculated as bank and other borrowings netted off
sum of cash and cash equivalents and pledged and restricted deposits
divided by total assets) of the Group as of 30 June 2017 was 97.8% (as
at 31 December 2016: 106.3%).

Exposure to Fluctuations in Exchange Rates

The Group’s cash and cash equivalents are held predominately in RMB
and USD. Operating outgoings incurred by the Group’s subsidiaries
in China are mainly denominated in RMB while overseas purchases
and charter hire income are usually denominated in USD. The Group’s
subsidiaries usually receive revenue in RMB. Hence, the Directors do not
consider that the Group faces significant exposure to foreign exchange
fluctuation risk.
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China Qinfa Group Limited FEIZZEBEER AT

MANAGEMENT DISCUSSION AND ANALYSIS
EEEWEDN

Pledge of Assets of the Group and Guarantee

As at 30 June 2017, the Group’s assets in an aggregate amount of
RMB3,453.0 million (as at 31 December 2016: RMB3,470.4 million)
in forms of property, plant and equipment, coal mining rights, lease
prepayments, inventories, trade and bill receivables and bank deposits
were pledged to banks for credit facilities granted to the Group.

As at 30 June 2017, Mr. XU Jihua, the ultimate controlling shareholder,
and Mr. Xu Da, the chairman of the board and an executive Director
and their close associates provided guarantees to banks for granting
banking facilities of an amount equivalent to RMB7,899.2 million (as at
31 December 2016: RMB7,575.9 million) to the Group.

CONTINGENT LIABILITIES

Except for certain matters disclosed in the Note 24 to the interim
financial statements, the Group did not have any material contingent
liabilities as at 30 June 2017.

DIVIDEND

The directors of the Company do not recommend the payment of any
dividend for the six months ended 30 June 2017 (six months ended 30
June 2016: Nil).

AUDIT COMMITTEE

The Board established an audit committee on 12 June 2009 with
specific written terms of reference. The audit committee consists
of three independent non-executive Directors, namely Mr. HUANG
Guosheng, Mr. LAU Sik Yuen and Mr. XING Zhiying. Mr. LAU Sik Yuen is
the chairperson of the audit committee of the Board. The primary duties
of the audit committee are to review and approve the Group’s financial
reporting process and internal control system.

An Audit Committee meeting was held on 29 August 2017 to review the

unaudited interim condensed consolidated financial statements of the
Group for the six months ended 30 June 2017 with the management.
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China Qinfa Group Limited FEIZZEEER AT

MANAGEMENT DISCUSSION AND ANALYSIS

CORPORATE GOVERNANCE

The Company has complied with the applicable code provisions in the
Corporate Governance Code as set out in Appendix 14 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) throughout the six months ended 30 June
2017.

EMPLOYEES AND REMUNERATION

As at 30 June 2017, the Group employed 1,842 employees. The Group
has adopted a performance-based reward system to motivate its staff
and such system is reviewed on a regular basis. In addition to the basic
salaries, year-end bonuses may be offered to staff members with
outstanding performance.

Subsidiaries of the Company established in the PRC are also
subject to social insurance contribution plans organised by the PRC
government. In accordance with the relevant national and local labor
and social welfare laws and regulations, subsidiaries of the Company
established in the PRC are required to pay on behalf of their employees
a monthly social insurance premium covering pension insurance,
medical insurance, unemployment insurance and other relevant
insurance. Subsidiaries of the Company incorporated in Hong Kong
have participated in mandatory provident fund scheme, if applicable, in
accordance with the applicable Hong Kong laws and regulations.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the six months ended 30 June 2017, neither the Company nor
any of its subsidiaries purchased, sold or redeemed any listed securities
of the Company.

Moreover, as disclosed in the prospectus of the Company dated 19 June
2009, the Company adopted a pre-IPO share option scheme and a post-
IPO share option scheme in June 2009 to incentivise and retain staff
members who have made contribution to the success of the Group. The
Directors believe that the compensation packages offered by the Group
to its staff are competitive in comparison with market standards and
practices.
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BUSINESS OUTLOOK
EBRE

Starting from June, the National Development and Reform Commission
of the PRC has issued certain documents in succession, demanding
the unlock of coal production to safeguard the coal supply during “the
peak season in summer”. With the continuous steady upward trend of
the macroeconomy, it is expected that in the second half of the year,
especially during the peak summer season and the peak season of coal
usage for heat in winter, the coal consumption will continue to grow and
the average daily consumption of coal may further increase.

In the second half of this year, as the national coal market enters a
new stage to deepen the reform of supply side, it is necessary for
the Company to make good use of the summer rebound of operation
environment. Apart from safeguarding a steady coal production and
long-term supply, the Company will continue to enhance coal production
capacity, promote the trading of imported coal and improve its debt
structure with a proactive approach so as to achieve steady progress.

In the second half of this year, the coal mine of the Group in Shenchi
County, Shanxi Province will resume production, which will further
contribute to the performance of the Group for the second half of this
year.
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China Qinfa Group Limited FEIREZ&EEAR A7

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FRGES 2 EBAR

For the six months ended 30 June 2017 &Z —F—+tFXA=+HIL/NEA

Six months ended 30 June
BEAA=THILAEA

2017 2016
—E—tF —E—RF
Notes RMB’000 RMB’000
(i AR®T ARETT
(Unaudited) (Unaudited)
(REBER) (REEER)
Revenue W= 5 1,370,008 204,828
Cost of sales SHEERC AR (915,328) (278,450)
Gross profit/(loss) E7,/(8) 454,680 (73,622)
Other income, gains and losses HAbA ~ Wz REHE 6 (1,069) (35,785)
Distribution expenses DAY (31,164) (3,668)
Administrative expenses THA X (116,550) (88,236)
Reversal of impairment, net BB O F 58 8(b) 67,898 5,724
Other expenses HibfA% (37,104) (19,438)
Results from operating activities REERIXEE 336,691 (215,025)
Finance income BT I 195 612
Finance costs BATERK AR (187,024) (243,900)
Net finance costs B RS P R R 7 (186,829) (243,288)
Profit/(loss) before taxation BREATER (FE) 8(a) 149,862 (458,313)
Income tax credit/(expense) Fris#iEe / (Fx) 9 7111 (26,202)
Profit/(loss) for the period HREF (FE) 156,973 (484,515)
Other comprehensive (loss)/income Hip2m (F8), WA
ltem that may be reclassified HigngesinEs
subsequently to profit or loss: B=RENIER -
Foreign currency translation differences BINEREE 2 INE
for foreign operations BE = (4,700) 7,801
Other comprehensive (loss)/income HrHEtbEE (BE),/
for the period, net of tax WA - BB (4,700) 7,801
Total comprehensive income/(loss) HRZEBA /(EE) 85
for the period 152,273 (476,714)
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China Qinfa Group Limited FEIEZEEER AR

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

LGS EZEBRAR
For the six months ended 30 June 2017 #Z—Z—+F/NA=+HI/NEA

Six months ended 30 June
BEANB=THLAEA

2017 2016
—E—+F —Z—R
Notes RMB’000 RMB’000
By =k AR®T ARETT
(Unaudited) (Unaudited)
(REBER) (REEER)

Profit/(loss) for the period attributable to: EEHRETR(FE) :
Equity shareholders of the Company ARRERFAA 151,417 (442,522)
Non-controlling interests FEPERR 5,556 (41,993)
Profit/(loss) for the period HRER (F8E) 156,973 (484,515)
Total comprehensive income/(loss) EEBHRZERA

for the period attributable to: (E518) #8
Equity shareholders of the Company ARFERFAA 146,717 (434,721)
Non-controlling interests R 5,556 (41,993)
Total comprehensive income/(loss) for the period HIAZEWKA /(EiE) &5 152,273 (476,714)
Earnings/(loss) per share attributable to HARARERFEA

the equity shareholders of EiEERERN /(HE)

the Company during the period 10
Basic earnings/(loss) per share BREARERN /(FE) RMB5.97 cents | (RMB19.38 cents)

AR¥5.97% | (AE¥19.38%)
Diluted earnings/(loss) per share ERBFRR (FE) RMB5.80 cents | (RMB19.38 cents)
AR¥5.80% | (AK¥19.38%)
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China Qinfa Group Limited FEIREZ&EEAR A7

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
A& S MR &

At30June 2017 R=Z—tF/<A=1+H

At 30June | At 31 December
2017 2016
R=Z=E—t&F RZZT—RF
~NB=+H | +=—A=+—H
Notes RMB’000 RMB’000
BT ARET T ARETFIT
(Unaudited) (Audited)
(REER) (8&5%)
Non-current assets kRBEE
Property, plant and equipment Yz - B MR 11 2,585,380 2,614,793
Coal mining rights B R ER R 12 2,249,403 2,292,588
Lease prepayments HEEM RN 5,003 5,073
Interest in an associate R—EBE AR 2R - -
4,839,786 4,912,454
Current assets REEE
Inventories =& 100,334 49,652
Trade and bill receivables FEWE Z IR R ERE R 13 556,177 392,342
Prepayments and other receivables TE A AR 3 N E A FE U AR 5K 14 391,586 281,158
Pledged and restricted deposits B R Z R 7R ilts 685 2113
Cash and cash equivalents ReRBEEEEY 135,103 24,713
1,183,885 749,978
Current liabilities =R
Trade and bill payables JERHE SRR N ENZE 16 (949,457) (981,827)
Other payables H fth FE A BR 3K 17 (3,223,281) (2,946,743)
Borrowings BE 18 (6,025,385) (6,043,271)
Tax payable FE T8 (249,169) (242,050)
(10,447,292) (10,213,891)
Net current liabilities REBAEFE (9,263,407) (9,463,913)
Total assets less current liabilities EELAERABERE (4,423,621) (4,551,459)
Non-current liabilities FknBERE
Other payables H T ER R 17 (50,028) (67,717)
Accrued reclamation obligations TEIR1EZR & (98,831) (96,458)
Deferred tax liabilities EXEFRIBEE (197,893) (205,673)
(346,752) (369,848)
Net liabilities BEFE (4,770,373) (4,921,307)
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China Qinfa Group Limited FEIEZEEER AR

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

ARG BRI &
At30June 2017 HR=E—+&F~A=+H

At 30June | At 31 December
2017 2016
R=ZF—+tF RZE—RF
ANA=+H | +t=ZA=1T—8H
Notes RMB’000 RMB’000
Fff5E AR® T ARETTT
(Unaudited) (Audited)
(RBEZ) (f&FE=Z)
Capital and reserves IR % i1
Share capital A&7 19(a) 211,224 211,224
Perpetual subordinated convertible K AR AR IR B 55
securities 19(b 156,931 156,931
Deficit B4t 19(c) (5,302,324) (5,447,702)
Total deficit attributable to equity AT ERFEEA
shareholders of the Company PEAL s A4 5 (4,934,169) (5,079,547)
Non-controlling interests e IR FE 163,796 158,240
Total deficit B AL AR R (4,770,373) (4,921,307)

Approved and authorised for issue by the Board of Directors of China

Qinfa Group Limited on 19 August 2017.

XU Da
Director

EZ
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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China Qinfa Group Limited FEIREZ&EEAR A7

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
FAGERSRER

For the six months ended 30 June 2017 #HZ==—%

—tFESNA=THIENEAR

Six months ended 30 June
BEAA=1tHIEAEA

2017 2016
—E—+tF T REF
RMB’000 RMB’000
AR¥T R ARBT T
(Unaudited) (Unaudited)
(REEER) (REER)
Operating activities RESER
Cash generated from/(used in) operations #&%‘xiﬁ@]?ﬁ J(FrA) BRE 205,906 (66,031)
Interest paid EFE (31,631) (93,032)
Income tax paid AN 6,449 =
Net cash generated from/(used in) KEEBHE (FTA)
operating activities BEFEE 180,724 (159,063)
Investing activities RETER
Acquisition of property, plant and equipment W HE 2~ B K&t (70,729) (21,471)
Other cash flows arising from investing activities & EBELZ HMWBEELRE 16,425 17,889
Net cash used in investing activities BREEETARSEE ~ (c4304) (3,582)
Financing activities R EE
Proceeds from borrowings BB 5IE 460,611 1,591,692
Repayment of borrowings BEEE (478,497) (1,472,680)
Change in pledged and restricted deposits B & X R S R 1,428 44,558
Net cash (used in)/generated from BEEE (FTA), Fiig
financing activities RE&FE (16,458) 163,570
Net increase in cash and cash equivalents RERBSESEYILMNFE 109,962 925
Cash and cash equivalents at 1 January R—A—HZEEeRESZEEY 24,713 20,669
Effect of foreign exchange rate changes R FEm e 428 124
Cash and cash equivalents at 30 June RAA=THZEEREREEEEY 135,103 21,718
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China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B AR S B S SRR BT oE

30June 2017 —ZE—+F/XA=+H

1.

1.1

COMPANY BACKGROUND AND BASIS OF
PREPARATION

General information

China Qinfa Group Limited (the “Company”) was incorporated in
the Cayman Islands on 4 March 2008 as an exempted company
with limited liability under the Companies Law (2007 Revision)
of the Cayman Islands. The Company’s shares were listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on 3 July 2009 (the “Listing Date”). The address
of its registered office is Cricket Square, Hutchins Drive, P. O. Box
2681, Grand Cayman KY1-1111, Cayman Islands and the principal
place of business of the Company is 22nd Floor, South Tower,
Poly International Plaza, No.1 Pazhou East Road, Haizhu District,
Guangzhou, Guangdong, the People’s Republic of China (the “PRC”).

The principal activities of the Company and its subsidiaries
(together, the “Group”) are coal mining, purchase and sales, filtering,
storage, blending of coal in the PRC and shipping transportation.

1.2 Basis of preparation

The condensed consolidated financial statements have been
prepared in accordance with International Accounting Standard
(“IAS”) 34 “Interim Financial Reporting” issued by the International
Accounting Standards Board (“IASB”) and the applicable disclosure
provisions of the Rules Governing the Listing of Securities on the
Stock Exchange.

The condensed consolidated financial statements have been
prepared in accordance with the same accounting policies adopted
in the annual financial statements for the year ended 31 December
2016, except that the Group has applied, for the first time, certain
amendments to International Financial Reporting Standards
(“IFRSs”) issued by the IASB that are effective for the current
period, as disclosed in Note 2.
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1.1 —REHR
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Drive, P. O. Box 2681, Grand Cayman KY1-
1111, Cayman Islands * AR R EEL
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M BREEMNRER1RENBERESE
22 o
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China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M ERR M
30June 2017 —F—+tFAA=1H

1. COMPANY BACKGROUND AND BASIS OF 1. RAESEREREE @
PREPARATION (conTinuED)

1.2 Basis of preparation (continued) 1.2 R BEXE ()
The condensed consolidated financial statements contain WEERREAS M BRRE B EBES SR
condensed consolidated financial statements and selected ERIBFHHBEER - [FaETaRE "
explanatory information. The notes include an explanation of events E—NRNE+_B=+—HIIEFENEETK
and transactions that are significant to an understanding of the WMRAK W THRAEBEM BRI RKRIEA
changes in financial position and performance of the Group since EEFEREENEHE N SR - 4R
the annual financial statements for the year ended 31 December A BEREREZR TR E R
2016. The condensed consolidated financial statements and IR SR BRI B IR AZOTAEE
information thereon do not include all of the information required kBl WEBRAEFHE T —EF+_A=
for full set of financial statements prepared in accordance with +—HIFENEEMERE—HEE -

IFRSs, and should be read in conjunction with the Group’s annual
financial statements for the year ended 31 December 2016.

The condensed consolidated financial statements are unaudited. =GRS A S HR AL EX ©

Going concern basis ERE R

As at 30 June 2017, the Group’s current liabilities exceed its current R-F—+FA=+H ~EENLRHHE
assets by approximately RMB9,263,407,000 and capital deficiency BEHREHERBEEN AR 263,407,000
of RMB4,770,373,000. As at 30 June 2017, borrowings and accrued TREAESE R ARKLT770,373,0007T ©
interest amounting to an aggregate amount of RMB1,712,155,000 R—_E—+EA=TH: 2857 A
and RMB514,986,000 respectively were not renewed or rolled over AR 1712155000t fE & & A BRI
upon maturity of which, up to the date of this report, the banks has 514,986,000 CH FEET A E R B AR Y7 K &2
renewed such borrowings of RMB73,500,000. Subsequent to 30 EoRlF BEANREBRH  SRITEES I
June 2017, the Group had settled the principal of such borrowings S % ARK73,500,000THEE - —F—+
of RMB1,000,000. The non-payment of loan principal and interest FRA=TH%  AEEBDENZEEER
in accordance with the scheduled repayment dates caused the AE 45 ARK1.000,0007T © fiH K 8 kBB
banks having the rights to call for immediate repayment of all EEFAHENERAE LA - R1TF
borrowings and their respective interest. In this connection, certain HERKTEESERAELEENLNEBENES - 3t
borrowings with scheduled repayment terms over one year totaling WMsE  sTEEFHRAE—FEU L 5512
RMB1,427,342,000 have been classified as current liabilities. A AR 427,342,000 E FREER

PERARBRE

As at the date of this report, the Group has not obtained waivers HEAREHH  NEE S REABETH
from the relevant banks on these cross default clauses, but these EEESTNENES - AW ESEITHAER
banks have not taken any action against the Group to demand FEEN AT B ESRENE B 2R - MERHI 3T 24(a) (i)

immediate repayment except for as disclosed in Note 24(a)(iii). TR B E RSN o
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China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S M RR M

30June 2017 —F—+F/A=+H

1. COMPANY BACKGROUND AND BASIS OF
PREPARATION (conTinuED)

1.2 Basis of preparation (continued)

Going concern basis (continued)

In addition, as at 30 June 2017, there were several pending
litigations mainly requesting repayment of long outstanding
payables with interest against the Group, as set out in Note 24(a).

These conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s ability to continue
as a going concern.

The condensed consolidated financial statements have been
prepared on the assumptions that the Group will continue to
operate as a going concern notwithstanding the conditions
prevailing as at 30 June 2017 and subsequently thereto up to
the date of this report. In order to improve the Group’s financial
position, immediate liquidity and cash flows, and otherwise to
sustain the Group as a going concern, the directors of the Company
have adopted several measures together with other measures in
progress at the date of this report which include, but not limited to,
the followings:

() The Group applies cost control measures in cost of sales,
administrative expenses and capital expenditures;

(i) The Group is maximising its sales effort including seeking long
term orders from power plants and coal trading companies
in the PRC with a view to improving operating cash flows.
Considering the stability of coal market and steady coal prices,
the Group is expected to generate operating cash inflows
in the coming years from its existing production facilities
continuously;

(iii) The Group has been actively negotiating with certain banks
to renew its borrowings. During the six months ended 30 June
2017, the Group has successfully extended the repayment
and renewed the terms of certain existing bank loans
that had original maturity before 30 June 2018, totaling
RMB526,111,000, which RMB378,611,000 and RMB147,500,000
will be falling due before and after 30 June 2018 respectively;
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China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. COMPANY BACKGROUND AND BASIS OF
PREPARATION (conTinuED)

1.2 Basis of preparation (continued)

Going concern basis (continued)

(iv)

Subsequent to 30 June 2017, the banks had renewed the
borrowings of RMB73,500,000. The renewed borrowings would
be repayable after 30 June 2018;

In relation to those bank loans that were not renewed or
rolled over upon maturity or those bank loans that became
immediately repayable under the cross default clauses, the
Group is in the process of negotiating with the relevant banks
to extend the repayment and renew the loans and to obtain
waivers from the lenders for the due payment pursuant to the
relevant cross default clauses;

For borrowings which will be mature before 30 June 2018, the
Group will actively negotiate with the banks when they fall due
to secure necessary fund to meet the Group’s working capital
and financial requirements in the future. The Group has not
experienced any significant difficulties in renewing most of
its short-term borrowings upon their maturities and there is
no indication that the banks will not renew the existing short-
term borrowings upon the Group’s request. The directors of
the Company, have evaluated all the relevant facts available to
them, are of the opinion that the Group would be able to renew
such borrowings upon maturity; and

(vii) The Group is actively negotiating with the plaintiffs for

settlement of the court cases. During the six months ended 30
June 2017, the Group has successfully reached an agreement
with certain plaintiffs at a PRC court on a settlement plan over
40 cases with an aggregated amount of RMB72,062,000 that
will be repaid by monthly installment. The aggregated amount
to be settled before 30 June 2018 amounted to RMB24,000,000.
The directors of the Company are of the view that the Group will
be able to resolve these matters without significant impact on
the Group’s cash flow in the next twelve months

AR S B SRR M =
30June 2017 =B —+4F<A=+A

1. PEIBEERAEEE @)

1.2RBE%E ()

HEKSEEE @)

(iv)

R-ZE—+EXA=1H% " RITEE
BEEE AR®73,500,0007T c D EEE
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China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S M RR M

30June 2017 —F—+F/A=+H

1. COMPANY BACKGROUND AND BASIS OF
PREPARATION (conTinuED)

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

On the basis of the successful implementation of the measures
described above in the foreseeable future and after assessing the
Group’s current and forecasted cash positions, the directors of the
Company are satisfied that the Group will be able to meet in full the
Group’s financial obligations as they fall due for the twelve months
from 30 June 2017. Accordingly, the condensed consolidated
financial statements of the Group have been prepared on a going
concern basis.

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

. CHANGES IN ACCOUNTING POLICIES

The IASB has issued a number of amendments to IFRSs that are
first effective for the current accounting period of the Group.

IAS 7 Amendments Disclosure Initiative

IAS 12 Amendments Recognition of Deferred Tax Assets for

Unrealised Losses
Amendments to IFRSs Annual Improvements to IFRSs
2014-2016 Cycle

None of these amendments have had a material effect on how
the Group’s results and financial position for the current or prior
periods have been prepared or presented. The Group has not
applied any new standard or interpretation that is not yet effective
for the current accounting period.
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3.

(a)

China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ESTIMATES

The preparation of the condensed consolidated financial
statements requires management to make judgements, estimates
and assumptions that affect the application of accounting policies
and the reported amounts of assets and liabilities, income and
expense. Actual results may differ from these estimates.

In preparing the condensed consolidated financial statements,
the significant judgements made by management in applying the
Group’s accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the
consolidated financial statements for the year ended 31 December
2016.

SEGMENT REPORTING
Segment results, assets and liabilities

The Group has two reportable segments - coal business and
shipping transportation — which are the Group’s strategic business
units. These strategic business units offer different products
and services, and are managed separately because they require
different technology and marketing strategies. For each of the
strategic business units, the Chief Executive Officer (the “CEQ”)
reviews internal management reports on a monthly basis.

For the purposes of assessing segment performance and allocating
resources between segments, the CEO monitors the results, assets
and liabilities attributable to each reportable segment on the
following basis:

The measure used for reporting segment profit/(loss) is adjusted
profit/(loss) before net finance costs and income tax credit/
(expense). Iltems not specifically attributable to individual segments,
such as unallocated head office and corporate expenses are further
adjusted.

Segment assets include all tangible assets, coal mining rights,
lease prepayments, interest in an associate and current assets with
the exception of unallocated corporate assets. Segment liabilities
include trade and bill payables, other payables attributable
to activities of the individual segments, accrued reclamation
obligations and borrowings managed directly by the segments.

AR S B SRR M =
30June 2017 =B —+4F<A=+A
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China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S M RR M

30June 2017 —F—+F/A=+H

4. SEGMENT REPORTING (conTinuED)

(a) Segment results, assets and liabilities (continued)

Revenue and expenses are allocated to the reportable segments
with reference to revenue generated by those segments and the
expenses incurred by those segments.

. DEHE @

(a) DHEE - BEEREE
EnMEEZWER

Yozt K X T8 2 E %
AT A HREDE -

(48)

Coal business Shipping transportation Total
BRER EER h
Six months ended Six months ended Six months ended
HEAR=THLAMBA HEARR=THLAMEA HEAR=THLAMER
30June 30June 30June 30June 30June 30June
2017 2016 2017 2016 2017 2016
“E-tE “T5E “5-tF “TE “E-tE ZERE
RMB'000 RMB1000 RMB'000 RMB1000 RMB'000 RMB1000
ARETR ARETT ARETR ARETT ARETT ARETT
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(*EEH) (REER) (FEEH) (REE7) (*EE0) (REE7)
Revenue from external customers MEFlE 1,303,113 159,419 66,895 45,409 1,370,008 204,828
Reportable segment profit/(loss) TREDBRE A
before taxation BR/(58) 338,485 (165,139) 3,868 (40.450) 342,353 (205,589)
(Reversal of impairment)/impairment ESENERZ (RE%RE)/
losses on trade receivables HEER (50,324) 2,989 - - (50,324) 2,989
Reversal of impairment losses BAERR RN
on prepayments and other receivables HEEEED (17574) (8713 - - (17574) (8713)
At30June | At31December At30June | At31December At30June | At31December
2017 2016 2017 2016 2017 2016
RZB-LE RZE—1E RZB-LE RZF—rE R-B-t& RIF—E
~AAZtR | TZA=1-A ~AAZtR | TZA=1-A AAZTR | TZA=1-R
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBTT AEBTR ARETT ARBTR ARBTT
(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited)
(REBEH) (&2%) (REEH) (&2%) (REE%) (&%)
Reportable segment assets HEANEE (8%
(including interest in an associate) R-BBEARZER) 6,063,598 5,745,978 412,452 428635 6,476,050 6,174,613
Reportable segment liabilities TREIBEE (10,621,309) (10,454,739) (975,532) (1,015,360) (11,596,841) (11,470,099)
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China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Fﬁﬁﬂﬁ?Aﬁﬁ%iﬁﬁﬁﬁ*}

30June 2017 —F—+F/"A=+H

4., SEGMENT REPORTING (conTinuED) . PEHE @

(b) Reconciliations of reportable segment revenue, profit/ (b) AR E D ERUR S B BR B AR R (8
(loss) before taxation, assets and liabilities B) EEREENHER
Revenue &

Six months ended 30 June
BEAA=1tHIEAEA

2017 2016
—ZE—+F —E—RF
RMB’000 RMB’000
ARMT T ARETTT
(Unaudited) (Unaudited)
(REBER) (REEE=Z)
Reportable segment revenue and AR o U o
consolidated revenue RAe WS 1,370,008 204,828

Profit/(loss) before taxation

BRBLADER (BE)

Six months ended 30 June
BEAA=tTHILEAEA

2017 2016

—E—+tF —E-RF

RMB’000 RMB’000

ARYET T AR®ET T

(Unaudited) (Unaudited)

(REEX) (REER)

Reportable segment profit/(loss) before taxation AlFRE D EGEBADER (EE) 342,353 (205,589)
Unallocated head office and corporate expenses AOEB AR NARFHY (5,662) (9,436)
Net finance costs BA TR AN R (186,829) (243,288)
Consolidated profit/(loss) before taxation FEBRTATER(Ei8) 149,862 (458,313)
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China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S M RR M

30June 2017 —F—+F/A=+H

4, SEGMENT REPORTING (conTiNuED) . PEHRE @
(b) Reconciliations of reportable segment revenue, profit/ (b) A $R 25 5 SR Uk &5 B BR B AT I R (85
(loss) before taxation, assets and liabilities (continued) B) EEHRBSENEER @
Assets BE
At 30June | At 31 December
2017 2016
R=T—+tF RZZE—RF
NAB=+H | +t=ZA=+—H
RMB’000 RMB’000
ARET R AREEFIT
(Unaudited) (Audited)
(REEZR) (K Eiz)
Reportable segment assets AR ﬁj\%BéfF 6,476,050 6,174,613
Elimination of inter-segment receivables 7350 1 P MR BR 3K 2 988 (503,507) (522,604)
Unallocated corporate assets KA E&’Té? 51,128 10,423
Consolidated total assets SEBEHEA 6,023,671 5,662,432
Liabilities =R
At 30June | At 31 December
2017 2016
R-ZT—+tF RZZE—RF
AA=Zt+H| +tZA=+—H
RMB’000 RMB’000
ARET AREETTT
(Unaudited) (Audited)
(REEER) (K& &#Ez)
Reportable segment liabilities AISRENHEE 11,596,841 11,470,099
Elimination of inter-segment payables 7 2R FE A BR TR 2 ¥ 88 (1,262,860) (1,349,211)
Tax payable ANEAE] 249,169 242,050
Deferred tax liabilities RIEFIEAE 197,893 205,673
Unallocated corporate liabilities RKOWARIEE 13,001 15,128
Consolidated total liabilities meBEeE 10,794,044 10,583,739
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China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Fﬁﬁﬂﬁ?Aﬁﬁ%#ﬁﬁﬁi‘I

30June 2017 —F—+F/"A=+H

5. REVENUE 5. Wz

HIRR SR IHE R KR AREEEA - 1
HAEINSE2RFWRSENT ¢

Revenue for the period represents the sales of coal and charter
hire income. The amount of each significant category of revenue
recognised during the period is as follows:

Six months ended 30 June
BEAA=1tHIEAEA

2017 2016

—E—+F —E—RF

RMB’000 RMB’000

AR¥ET T ARETTT

(Unaudited) (Unaudited)

(REBEX) (REEEZ)

Sales of coal iR iHE 1,303,113 159,419
Charter hire income e WA 66,895 45,409
1,370,008 204,828

6. OTHER INCOME, GAINS AND LOSSES

6. HttA ~ hEREE

Six months ended 30 June
BEAA=tTHLEAEAR

2017 2016

—E—+F ZE—RF

RMB’000 RMB’000

AR%T ARBT T

(Unaudited) (Unaudited)

(REEER) (REEZ)

Government subsidies (Note (i) BsHEE (FisEd)) = 2,091

Foreign exchange (loss)/gain, net X (E18), W F8 (3,454) 2,372
Net gain/(loss) on disposal of property, HEME - BEREBE M

plant and equipment (Note (ii)) (E518) 558 (MEEG)) 650 (40,337)

Recovery of prepayments previously TR BRFUB A M EH B

written off 287 -

Others Hfth 1,448 89

(1,069) (35,785)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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30June 2017 —F—+F/A=+H

6. OTHER INCOME, GAINS AND LOSSES (continueD)

Notes:

(=2}
i
&
=
W
=
BX

Bt

(i) The Group received unconditional subsidies from local government (i)
during the six months ended 30 June 2016 as recognition of the
Group’s contribution to the development of the local economy.

(i) During the six months ended 30 June 2016, the Group applied (i)
government subsidy in respect of demolition of two vessels in
accordance with “Implementation Plan for Early Retirement and
Replacement of Obsolete and Worn-out Transportation Vessels and
Singlehull Oil Tankers” (EZ & @ &M M E R MR IR MEENE
F %) and “Administrative Measure for the Special Subsidies Given
by the Central Finance to Encourage Retirement and Replacement
of Obsolete and Worn-out Transportation Vessels and Single-hull Oil
Tankers” (EEBHMMMEZ MR REEFTT AV EHHERESE
B HE%) jointly promulgated by the Ministry of Finance, the Ministry of
Transport, the Development and Reform Commission, and the Ministry
of Industry and Information Technology of China (“Vessel Demolition
Subsidy”). After taking into account the subsidy compensation, the
net loss of demolition of the vessels was RMB40,716,000 and has
been included in net loss on disposal of property, plant and equipment
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during the six months ended 30 June 2016.

7. NET FINANCE COSTS

7. BBARAFEE

Six months ended 30 June
BZEARA=1+HIEAEA

2017 2016

—E—+tF ZE—RF

RMB’000 RMB’000

AR%T T ARBT T

(Unaudited) (Unaudited)

(REBER) (RE&E=Z)

Interest income K B2 UA (195) (612)

Interest on borrowings EEHE 196,075 242,889

Interest charge on unwinding of discounts FEFTHR 2 M B 7,526 2,132
Less: interest capitalised into property, B W B RERET

plant and equipment (Note) BEEREF S (KsE) (16,577) (1,121)

Finance costs BA SR A 187,024 243,900

Net finance costs B TSR 2N F 58 186,829 243,288

Note: The borrowing costs have been capitalised at a rate of 5.25% (six
months ended 30 June 2016:5.11%) per annum.
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30June 2017 —F—+tFAA=1H

8. PROFIT/(LOSS) BEFORE TAXATION 8. BRBIANER (EE)
(a) Profit/(loss) before taxation is arrived at after charging/ (a) BRBIATRER (&E) 2K (T A)
(crediting): UK IE .
Six months ended 30 June
BEAA=1THIEAEA

2017 2016
—E—+F T REF
RMB’000 RMB’000
ARBT T ARBT T
(Unaudited) (Unaudited)
(REEER) (REEEZ)
Depreciation for property, plant and Mz BB MEETE
equipment 80,195 56,542
Amortisation of coal mining rights R R A 43,185 6,496
Amortisation of lease prepayments GEN=SEDE = £ 70 70
Write-down of inventories to net FEMORZ A 2 1R)5E
realisable value - 973
Property, plant and equipment written-off M - BRE &R A S - 2,090
Net (gain)/loss of disposal of property, HEME - BRERZEZ
plant and equipment (Wz=) /18558 (650) 40,337
(b) Reversal of impairment, net: (b) REREFEE :

Six months ended 30 June

BEAA=tTHIEAREA

2017 2016
—E—+F —E—RF
RMB’000 RMB’000
AR¥T T ARETT
(Unaudited) (Unaudited)
(REEER) (REEEZ)

(Reversal of impairment)/impairment B SRR CRERRE),
losses on trade receivables PERE SR (50,324) 2,989

Reversal of impairment losses on T84T B R B L Ath P LA BR 5K

prepayments and other receivables VEREN STt = (17,574) (8,713)
(67,898) (5,724)
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AR S M RR M

30June 2017 —F—+F/A=+H

9. INCOME TAX (CREDIT)/EXPENSE 9. FRIB5H (Ek) X

Six months ended 30 June
BZEAA=1+HIEAEA

2017 2016
ZE—tF A
RMB’000 RMB’000

ARET T ARET T
(Unaudited) (Unaudited)
(REER) (REEEZ)

Current tax expense BNERT IR &2
- PRC Corporate Income Tax — RS
— Under-provision of PRC Corporate — BEFEREPERSEH
Income tax in prior years BETR
Deferred tax (credit)/expense EEFRIE (E%),/ FX
Income tax (credit)/expense PRSH (%), X

- 18,092
670 -
(7,781) 8,110
(7111) 26,202

() Pursuant to the rules and regulations of the Cayman Islands
and the British Virgin Islands, the Group is not subject to any
income tax in the Cayman Islands and the British Virgin Islands
(six months ended 30 June 2016: Nil).

(i) No provision for Hong Kong Profits Tax has been made for the
subsidiaries located in Hong Kong as these subsidiaries did not
have any assessable profits subject to Hong Kong Profits Tax
during the period (six months ended 30 June 2016: Nil).

(iii) Provision for the PRC Corporate Income Tax was based on the
statutory rate of 25% (six months ended 30 June 2016: 25%)
of the assessable profits of subsidiaries which carried on
businesses in the PRC.
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30June 2017 —F—+tFAA=1H

10.8REF (FE)
BREAXERF (EE)
SREAREF /(ER) DERANAATE
BN ARERA (BB) REBTE
BRI T B E -

10.EARNINGS/(LOSS) PER SHARE
Basic earnings/(loss) per share

The calculations of basic earnings/(loss) per share is based on the
profit/(loss) attributable to ordinary equity shareholders of the
Company and the weighted average number of ordinary shares in
issue during the period.

B2 Z—+tER_FT—XRNENA=1THIE

The calculations of basic earnings/(loss) per share attributable to
ordinary equity shareholders of the Company for the six months
ended 30 June 2017 and 2016 are based on the following data:

NE A AR R E

BEDB ARGBSRER
&R, (E18) DERATHIEE

Six months ended 30 June
BEAXA=1THLAEAR

2017 2016
—E—+F ZE—RF
RMB’000 RMB’000
AR¥TR ARBT T
(Unaudited) (Unaudited)
(REEER) (REEEZ)
Profit/(loss) for the period attributable to RAGIERFTE AEGER
equity shareholders of the Company wH S (E1E) 151,417 (442,522)
Less: Distribution relating to perpetual B BN ERER L
subordinated convertible securities KA IR AR AT HAAR 75 %
classified as equity 2K (2,563) (2,464)
Profit/(loss) for the period attributable to KRR EBEREAA
ordinary equity shareholders of the Company FEMERRES A (B 1) 148,854 (444,986)
Weighted average number of ordinary shares for ATESREARRF S (EE)
the purpose of basic earnings/(loss) per share Fir FA & @A hniE 29 2K 2,493,413,985 | 2,296,515,490
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S M RR M

30June 2017 —F—+F/A=+H

10.EARNINGS/(LOSS) PER SHARE (conTinueD)

Diluted earnings/(loss) per share

The calculation of diluted earnings/(loss) per share is based on
the profit/(loss) attributable to ordinary equity shareholders of
the Company. The adjusted weighted average number of ordinary
shares is the number of ordinary shares in issue during the period
and assumed conversion of all dilutive potential ordinary shares.

The number of shares that would have been issued assuming
the exercise of the share options less the number of shares that
could have been issued at fair value (determined as the average
market price per share for the period) for the same total proceeds
is the number of shares issued for no consideration. The resulting
number of shares issued for no consideration is included in the
weighted average number of ordinary shares as the denominator
for calculating diluted earnings per share.

The perpetual subordinated convertible securities were assumed
to have been converted into ordinary shares, and the profit/(loss)
for the period attributable to ordinary equity shareholders of
the Company is adjusted to eliminate the distribution relating to
perpetual subordinated convertible securities.

As the Company’s outstanding share options (six months ended 30
June 2016: share options and perpetual subordinated convertible
securities) had an anti-dilutive effect to the diluted earnings/(loss)
per share calculation for the six months ended 30 June 2017, the
conversion of the potential dilutive shares is not assumed in the
computation of diluted earnings/(loss) per share for the six months
ended 30 June 2017.
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THIERBEANESREERTN(EE) B
ABREEHERHEEE R -



China Qinfa Group Limited FEIREZ&EEAR A7
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30June 2017 —F—+F/"A=+H

10.EARNINGS/(LOSS) PER SHARE (continueD) 10.8REX (BE) ®
Diluted earnings/(loss) per share (continued) BREBEERN (FE) @

Six months ended 30 June
BEAA=1tHIEAEA

2017 2016
—E—+tF T REF
RMB’000 RMB’000
ARBT T ARETT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Profit/(loss) for the period attributable to RARIEBERTEA
ordinary equity shareholders of the Company FEMR BRI (E518) 148,854 (444,986)
Add: Distribution relating to perpetual m: B ERER L
subordinated convertible securities I AR AR AT AR 38 2
classified as equity Z DIk 2,563 N/A “N i 3
Profit/(loss) for the period used to determine BETSREEAT (BR)
diluted earnings/(loss) per share FTREAREF (&) 151,417 (444.,986)
Weighted average number of ordinary shares AR INAE 19 2 2,493,413,985 | 2,296,515,490
Adjustment for: BTN SBEEL R :
- Assumed conversion of perpetual subordinated — BRERK AR AR AT AP 75
convertible securities BEER 118,000,000 N/A 7~ A
Weighted average number of ordinary shares for HESREERT(EE)
the purpose of diluted earnings/(loss) per share FIT R 58 A% N S 15 24X 2,611,413,985 | 2,296,515,490
11.PROPERTY, PLANT AND EQUIPMENT MY¥E - - BMERZRE
(a) Acquisitions and disposals (a) WEB R HESE
During the six months ended 30 June 2017, the Group HE—_ZE—+FNA=1THINER A&
acquired items of property, plant and equipment with costs B A4k AN (BFEFEERNL (RMzE7)) 4
(including interest capitalisation (see Note 7)) of approximately ANE#63,311,0000T (BRE=ZF—NENA
RMB63,311,000 (six months ended 30 June 2016: RMB26,276,000) =t+tHIEANEA : ARE26,276,0007T) U
in aggregate, including items relating to mining structure under Y% - MELREEE  BHEEHENEE
construction of approximately RMB47,678,000 (six months ended REEEEYIEB N AR ®47,678,0007T
30 June 2016: RMB22,869,000), machinery RMB8,319,000 (six (BE-—T—~EXA=+BI~EA: A
months ended 30 June 2016: RMB632,000) and motor vehicles R #9292 869,0007T) * #28 A K#8,319,000
RMB6,246,000 (six months ended 30 June 2016: RMB491,000). T (BE—_ZE—NENA=+tHINEA :
Iltems of property, plant and equipment with a net carrying ANE®632,0007T) K58 ARYSG,246,000
amount of RMB4,910,000 (six months ended 30 June 2016: T(EHE_E—FRE~NA=THILNEA :
RMB129,620,000) were disposed of during the six months ended 30 ANEE491,000TT) c BAE—E—+FE A=
June 2017, resulting in a net gain on disposal of RMB650,000 (six +HIENEA  EEEEARERL910,000
months ended 30 June 2016: net loss of RMB40,337,000). T (BE_ZE—NEA=1THIF/~NEA :

AR #129,620,0007T) 2 W% BE KK
HEHEELE  ERHERFZFEAARE
650,000 (BE T —"FEANA=1+TH1
ANEA - BEFEAARL40,337,0007T) °

Interim Report 2017 —Z—tFHH#HRE



China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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30June 2017 —F—+F/A=+H

11.PROPERTY, PLANT AND EQUIPMENT (conTinuED)

(b) Pledged property, plant and equipment

As at 30 June 2017, certain Group’s property, plant and equipment
with carrying amount of RMB1,089,441,000 (31 December 2016:

RMB1,110,714,000) were pledged for borrowings (Note 18).

12.COAL MINING RIGHTS

The balance represents the rights to conduct mining activities in
Shanxi Province. The mine sites are located on land in the PRC to
which the Group has no formal title of certain pieces of land. The
Department of Land and Resources of Shanxi Province issued and
renewed several mining rights certificates to the Group. Details of

the Group’s coal mining rights are as follows:

Coal mining rights Expiry date
Xingtao Coal Mine 14 October 2018
Fengxi Coal Mine 24 January 2034
Chongsheng Coal Mine 14 October 2018
Xinglong Coal Mine 29 February 2016
Hongyuan Coal Mine 12 October 2017

Up to the date of this report, coal mining rights of Xinglong Coal
Mine were expired. Management is in the process of renewing
this certificate. With reference to the legal opinion received by the
management, there is no legal barrier for the Group to renew its

mining rights certificates.

The directors of the Company are of the opinion that the Group will
be able to continuously renew the mining rights and the business
licenses of respective mining subsidiary at minimal charges.

As at 30 June 2017, the Group’s coal mining rights with
carrying amount of RMB2,249,403,000 (31 December 2016:
RMB2,292,588,000) were pledged for borrowings (Note 18).
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13.TRADE AND BILL RECEIVABLES 13.BKRE SRR KR ERRERE

At 30June | At 31 December

2017 2016

R=Z—+t#F R_ZT—REF

RA=tH | +t=ZA=+—H

RMB’000 RMB’000

AR®T R ARBT T

(Unaudited) (Audited)

(REER) (JEFEZ)

Trade and bill receivables FEWE 5 BR 3k I FE U R 1 906,420 794171
Less: Impairment W ORE (350,243) (401,829)
556,177 392,342

All of the trade and bill receivables are expected to be recovered

within one year.

An ageing analysis of trade and bill receivables (net of impairment

loss) of the Group is as follows:

BEE) ORESITIT

FTARWE SRR R EREERAR —FR
Yem e

AEENEKE SRR EBREER IR

At 30June | At 31 December

2017 2016

R=ZT—+tF RIZZE—REFE

ANA=+H +=—A=+—H

RMB’000 RMB’000

ARB T ARBTT

(Unaudited) (Audited)

(REHFEX) (fe8wz)

Within 2 months M EA A 201,523 242,172
Over 2 months but within 6 months AR LA LA 1B iR 7S fE A 27,531 9,002
Over 6 months but within 1 year NEA K BT BB —F 186,025 72
Over 1 year but within 2 years —F LA BT BAME 3,372 54,158
Over 2 years (Note) M E (FEE) 137,726 86,938
556,177 392,342

Note: As at 30 June 2017, trade receivables aged over 2 years amounting to e BE_T -+ FANA=1H " KikEB
RMB79,860,000 (31 December 2016: RMB79,860,000) were due from P 4F F) IR 5 R 3K KR 679,860,000
certain customers which the Group has trade and other payable T(CZE-—RFET_HA=+—"H: ARK
balances with. Based on past experience and repayment history 79,860,0007T ) EF%W$§E< HEERE

of the trade debtors, management believes that no impairment 5 REAMENRRERKE T F KK
allowance is necessary in respect of these balances. T8 o AR R 8 1 K B K R Y A 5K ) (8% 40

8 EREHEIZER L FERIELR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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30June 2017 —F—+F/A=+H

13.TRADE AND BILL RECEIVABLES (continueD)

Credit terms granted to customers mainly range from 0 to 60 days
(31 December 2016: 0 to 60 days) depending on the customers’ =
relationship with the Group, their creditworthiness and past

settlement record.

The ageing is counted from the date when trade and bill receivables

are recognised.

As at 30 June 2017, certain Group’s trade and bill receivables
with carrying amount of RMB29,142,000 (31 December 2016:
RMB33,365,000) were pledged for borrowings (Note 18).

S —

13.EWEZRAREVREZEE @
MEFREZEESRETEN F0E60H (=
NE+-A=+—H : 0260H) - 18F

EREAEBEZHR REZGEBRBEE
3R -

RERHEWE FREFREWEEERR A
ftgu 7%— °

\ E-T—EFARAA=TH REER/RAR

#09,142,0007T (=&
B : AR#33,365,0000T) 2 AREEMHE T

—RNETZA=1+—

F’Eﬂﬁlf’f%ﬁ% R EERZ B RE R AEGE

& (Mg5E18) o
14.PREPAYMENTS AND OTHER RECEIVABLES 16, T8 13 BR 7N K L FE W BR =X
At 30June | At 31 December
2017 2016
R=-Z—+t& RZZE—RF
ARA=Zt+H| +tZA=+—H
RMB’000 RMB’000
AR® TR ARBTIT
(Unaudited) (Audited)
(REER) (K& &#EZ)
Other deposits and prepayments (Note (i) HEhize RIBBRR (HIREG) 335,217 294,743
Amounts due from non-controlling FEUIETERR AR S R TE (BT (i)
shareholders (Note (ii)) 322,307 322,307
Other non-trade receivables EM R IEE SRR 121,446 69,192
778,970 686,242
Less: Impairment (Note (iii)) R ORE (BEEG)) (387,384) (405,084)
391,586 281,158

Notes: s :

(i)  Prepayments for purchase of coal and transportation fee amounting () FEERZEN EE gg— &5 B ARK
to RMB191,524,000 (31 December 2016: RMB236,490,000) and 191.524.0005T (— = s
RMB83,411,000 (31 December 2016: RMB2,224,000) respectively was —H: AR vggzgg 490 0L) B AR
included in other deposits and prepayments. 83,411,000 (=ZmE—~NE+=-_A=+—

B : AR#2,224,000T) Bt AEAMIERS R

(i) Amount due from non-controlling shareholders are unsecured, (ii)
interest free and have no fixed term of repayment. As at 30 June
2017, the carrying amount of RMB322,307,000 (31 December 2016:

RMB322,307,000) were fully impaired.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M ERR M
30June 2017 —F—+tFAA=1H

14.PREPAYMENTS AND OTHER RECEIVABLES (continuEp)

Notes: (continued)

(iii) Impairment of prepayments and other receivables

Provision for impairment of prepayments and other receivables are as

FieE : ()

14, FAR R R H b FEURERRR ()

(i) TR RRAR S H At FE UL AR SR AR E
BN R R EAERRSORER BT

follows:
At 30 June At 31 December
2017 2016
R=-Z—+tF R-ZZT—RFE
~NA=1H +=—A=+—H
RMB’000 RMB’000
AR¥ET T ARBFIT
(Unaudited) (Audited)
(REEEZR) (=A%)
Other deposits and prepayments B iz e RIEERR 36,779 42,913
Amounts due from non-controlling shareholders JiE UK FE4E AR A% BR SR IE 322,307 322,307
Other non-trade receivables HIEE 5 KRN 28,298 39,864
387,384 405,084

15.PLEDGED AND RESTRICTED DEPOSITS

As at 30 June 2017, bank deposits of RMB511,000 (31 December
2016: RMB1,939,000) were restricted for use in relation to the

litigation proceedings as disclosed in Note 24(a)(iii).

As at 30 June 2017, bank deposits of RMB174,000 (31 December
2016: RMB174,000) were pledged to banks to secure general credit

facilities.

16.TRADE AND BILL PAYABLES

An ageing analysis of trade and bill payables of the Group is as

15. B AR BRI

R-ZZT—tFA=1+H " BIERARE
511,000 (Z2E—A~"F+=-_A=+—H":
AR #1,939,0007T) B KM zE24(a)(iii) BT
B TR FRAATE e MR B A o

RZE—+EA=1H ' BOFRIARE
174,000 (ZE—A~RE+_HA=+—8H:
AR®174,0007T) EEF FIRITIEAE T

—REEER -

16. BNEZ KRR RENRE
AEBERNEZEFNLEBNRENREK DT

follows: (U N
At 30June | At 31 December
2017 2016
R=Z2—tF RZF—RF
~A=t+H| t=ZA=+—8H
RMB’000 RMB’000
AR® TR AREET T
(Unaudited) (Audited)
(REEZX) (&2E%)
Within 1 year —FRA 88,540 130,559
Over 1 year but within 2 years —F LB EAMSE 204,036 828,322
Over 2 years i 656,881 22,946
949,457 981,827
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S M RR M

30June 2017 —F—+F/A=+H

17.OTHER PAYABLES 17. b BT BR X
At 30June | At 31 December
2017 2016
R=Z—+tF RZZE—REF
AAE=t+R | tZA=+—H
RMB’000 RMB’000
ARBT T ARBFT
(Unaudited) (Audited)
(REERZ) (FE&Ez)

Current BNHA

Receipts in advance TEMFRIE 180,315 108,264

Accrued expenses FEETRISZ 956,777 780,854

Amount due to a related company (Note (i) e —ERER RIFIE (MIFEG) - 16,169

Amounts due to directors FENEERIE 1,285 3,810

Amount due to ultimate holding company FEST AR A B 5RIE 8,161 8,830

Amount due to an associate eSS — B & A & 2 5RIE 57,984 57,984

Other payables (Note (ii)) HE AT ERFR (BT EEG)) 2,018,759 1,970,832

3,223,281 2,946,743

Non-current FEENEA

Other payables (Note (ii)) Hip R (BaEan) | . 50,028 | 67717

3,273,309 3,014,460

Notes: MfaE -

(i)  The related company is a company controlled by Mr. Xu Jihua (“Mr. Xu”), () ZBEARARGTE (4L (K&
the ultimate controlling shareholder of the Group and a close family SRR RN TESRELEEHERR
member of Mr. Xu Da, the executive director. B) 5%l 2 AT

(i) Construction payables, payables for mining fee to Department of Land (i) BRENEDR  ZFEEEENEE-ERBDH
and Resources, payable for mining rights and provision for litigation BRI SAERTEEE N 2 BRE A L o A FA 2= 8
claims of RMB1,110,900,000 (31 December 2016: RMB1,180,086,000), # 5 Bl A R ¥1.110,900,0007T (— & — X
RMB231,485,000 (31 December 2016: RMB203,754,000), F+=-_A=+—H: AE%1,180,086,000
RMB281,103,000 (31 December 2016: RMB264,596,000) and Jo) ~ AR #231,485,0007C (ZF —/~"F +
RMB38,998,000 (31 December 2016: RMB35,163,000) respectively are —A=+—8: AER®¥203,754,0007T) -
included in other payables. AR #281,103,000c (ZZE—NE+ -8

=+ —H: AR¥264,596,000L) R AR
#%38,998,000L (ZE—RF+-_A=+—
E% . AR#35,163,0007L) B &F AR it B A
RXTA ©

The amounts due to a related company, directors, ultimate holding
company and an associate are unsecured, interest-free and are

repayable on demand.
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China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M ERR M
30June 2017 —F—+tFAA=1H

18.BORROWINGS

At 30 June At 31 December
2017 2016
R=F—+t&F R-ZTE—REF
~AA=+H| t=A=+—8
RMB’000 RMB000
ARETx ARET T
(Unaudited) (Audited)
(REEFR) ($e%)

Bank loans RITEX
— Secured (Note (i) — B (FFEEG)) 4,976,152 5,043,520
— Unsecured (Note (ii)) — | (FIEE) 1,019,363 962,681
5,995,515 6,006,201
Other borrowings (Note (iii)) HibfaE (BaEGi) 29,870 37,070
6,025,385 6,043,271

As at 30 June 2017, secured bank loan of RMB1,482,285,000
(31 December 2016: RMB672,289,000), unsecured bank loan of
RMB200,000,000 (31 December 2016: RMB269,850,000) and other
borrowings of RMB29,870,000 (31 December 2016: RMB17,090,000)
were not renewed or rolled over upon maturity and carried interest
at rates ranging from 4.36% to 13.50% (31 December 2016: 4.75%
to 12.96%) per annum.

As at 30 June 2017, these borrowings not renewed or rolled over
upon maturity are secured by property, plant and equipment, coal
mining rights, trade and bill receivables and pledged deposits
with carrying amounts of RMB708,176,000, RMB979,028,000,
RMB29,142,000 and RMB174,000 respectively and guaranteed by
the Company, certain subsidiaries of the Company, related parties
and/or a former director (31 December 2016: secured by property,
plant and equipment, coal mining rights, lease prepayments and
pledged deposits with carrying amounts of RMB407,274,000,
RMB994,151,000, RMB5,073,000 and RMB174,000 respectively and
guaranteed by the Company, certain subsidiaries of the Company,
related parties and/or a former director).

RZE—+EXA=+H BEBETE
H B AR #1,482,285,0007C (= & — /X
F+-A=+—H8: AER#672,289,000
70) ~ EEHRITE R A AR 200,000,000
T(ZE—ARFEF+ZA=+—H: AR
#269,850,000T) R EMEE A AR
29,870,000 (ZE—A~"F+=_A=+—
BH: AR#¥17,090,0007T) AR D HARE E &
FORETF © WIRN F4.36%F13.50% (ZF—
NETZA=1+—H : 4.75%%12.96%) H
FHRIERFEFS -

R-ZEBE—+EA=1TH" ZZEARN3H
REANEFTNEERARABES IAARK
708,176,000 * A K #979,028,0007T *
A R #29,142,0007T & A R #174,0007C
ZE - BENEE - HKERERE - B
ZHORANERERARE ERGFRER
o WHARA - ARARIZHETHEAR
BEIR/ I EEEER(ZE—XF
+TZA=1T—H HEAEINAARE
407,274,0007C ~ A & #994,151,0007T *
AR5,073,0007c R AR #174,0007T 20
¥ HWERHZE - BREEE HEBRNE
RREEBEZIERR - WAHARF - AR
RIZETHEBAR - BES KR, XATESE
EIR) ©
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China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S M RR M

30June 2017 —F—+F/A=+H

18.BORROWINGS (conTinuED)

Subsequent to 30 June 2017 and up to the date of this report,
the Group is in the process of negotiating with the banks and the

creditors to renew or roll over these borrowings.

Bank loans amounting to RMB1,427,342,000 (31 December 2016:
RMB2,473,678,000) due for repayment after one year which contain
a cross default clause that demands immediate repayment when
there is default in any bank loans repayment are classified as

current liabilities.

Bank loans due for repayment, based on the scheduled repayment
terms set out in the loan agreements and without taking into
account the effect of any repayment on cross default clause are as

18.f6 8 @)

R-ZE—tFRNA=THERREZEAREH
H > AEBIEERITRERAEREEIR

TSGR -

BIERXXENGRERETMRITETER
BARTEEENN —FREBEENRT
BERARKET,427,342,0007T (ZB—"E+
“A=+—8: AR®2473,678,0007T) %
HAEREBEE -

REBEEZRGHMEZAETERNIREEZ
RITER (A AR MR X K R 1E
HEEAEENTZE) T

follows:

At 30June | At 31 December
2017 2016
Ro®—t%F | R-T-R%F
ANRA=tH | TZH=+—H
RMB’000 RMB’000
ARBTR ARBTT
(Unaudited) (Audited)
(REER) (fegEwz)
Within 1 year or on demand —FAFRIREK 4,568,173 3,532,523
QOver 1 year but within 2 years BRE—FELRME 1,298,830 1118,336
Over 2 years but within 5 years rREREE DR A FE 128,512 1,355,342
5,995,515 6,006,201

Other borrowings are repayable as follows: Hin e e N5 HAREE
At 30June | At 31 December
2017 2016
R=Z—+t#&F R-T—XRF
ANRA=tH | TZH=+—H
RMB’000 RMB’000
AREBTR ARBTT
(Unaudited) (Audited)
(REBER) (fegwz)
Within 1 year or on demand —FRFIZRER 29,870 37,070

) Interim Report 2017 —ZF—tFHHRE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FﬁﬂﬂﬁAﬁﬁﬁE%Bﬁ?

30June 2017 —F—+F/"A=+H

18.f6 & @)
REBEBZEERTHEEELER

18.BORROWINGS (conTinuED)

The Group’s borrowings are secured by the following assets:

At 30June | At 31 December

2017 2016

R-ZE—tF RZE—RF

ANA=+H | +tZA=+—H

RMB’000 RMB’000

AR¥ T ARETIT

(Unaudited) (Audited)

(REER) (T Z)

Property, plant and equipment M~ WE MR E 1,089,441 1110,714
Coal mining rights B R PR AR 2,249,403 2,292,588
Lease prepayments HETETERK 5,003 5,073
Inventories A 79,853 28,509
Trade and bill receivables FEUNE 2Bk R R R 4% 29,142 33,365
Pledged deposits BT 174 174
As at 30 June 2017 and 31 December 2016, the Group’s borrowings RZE—t+tFNA=THER=ZZE—RF+=

ﬂz?—a’¢%IZF§r%me@ﬁ
ERAREEA TR AT -

are also secured by other receivables of a related company of
which Mr. Xu is the shareholder, a property held by Mr. Xu, the
ultimate holding company’s equity interest in the Company and the EEEAERN—BYHE  HEERA Tﬁ/\$
Group’s equity interest in Shanxi Huameiao Energy Group Co., Ltd. A H IR R R AN -ECUJ@iigéﬁ‘éﬁi% k=)
(“Huameiao Energy”), Shanxi Shuozhou Pinglu District Huameiao BBAr ([EEREER]) - [LFEHEMN ”%EEE
Xingtao Coal Co., Ltd. (“Xingtao Coal”), Shanxi Shuozhou Pinglu %ﬁ/\ﬁ’j = =l RN ((@l@ﬁﬁj)
District Huameiao Fengxi Coal Co., Ltd. (“Fengxi Coal”), Shanxi AN & E%%K/,%ﬁﬁiﬁﬁﬁ a) ([ 55
Shuozhou Pinglu District Huameiao Chongsheng Coal Co., Ltd. AEZE] - LFEHEMNFEE uuiﬁiﬁmﬂﬁ%
(“Chongsheng Coal”), Shanxi Xinzhou Shenchi Xinglong Coal Co., Ltd. BREAR ([EHEZE]) LG 8 e
(“Xinglong Coal”), Shanxi Xinzhou Shenchi Hongyuan Coal Co., Ltd. REXER AR ([HEHEZE]) - LFE TN
(*Hongyuan Coal”), Shuozhou Guangfa Energy Investment Co., Ltd., W EREEER AR ([EEREZX]) - ¥
Super Grace Enterprises Limited and Oriental Wise Group Limited T EEE LRI E B R AR » Super Grace
and a property held by Mr. Xu Da. As at 30 June 2017, borrowings of Enterprises Limited & Oriental Wise Group
RMB6,015,635,000(31 December 2016: RMB6,033,401,000) were Limited%ﬂﬁ%%&%ﬁéé%@%ﬁE@—IE#%
guaranteed by the Company, certain subsidiaries of the Company, EEEB RN_FE—+FA=1H"
related parties (Note 23(b)) and/or a former director. AEK®6,015,635,000 (== /\¢—1— )EJ
=+—H: AR#¥6,033,401,0007T) Z{EE&
BHARR - ARBIZETHEBAR - BE&EH

(Mi7E23(b)) K& KATEEIEREIR -
Notes: B aE
(i) Secured bank loans bear interest at rates ranging from 4.36% to 7.28% (i) R=ZZEE—+FA=1H8 BEBEHETER
(31 December 2016: 4.35% to 7.28%) per annum as at 30 June 2017. BN T4.36%E7.28% (ZE—ARF+-A=
+—H : 4.35%%7.28%) KFEFERFFE o
(i) Unsecured bank loans bear interest at rates ranging from 4.35% to (i) RZE—tFA=1H EFBEITER
8.55% (31 December 2016: 4.35% to 8.10%) per annum as at 30 June BN F4.35%E8.55% (ZE—ANF+_A=
2017. +—H : 435%ZE8.10%) WERETL -
(iii) Other borrowings bear interest at rates ranging from 12.00% to (i) RZE—tFA=1tH HMEEERNTF
13.50% (31 December 2016: 12.00% to 13.50%) per annum as at 30 12.00%%13.50% (Z 2 —R"FE+=- A=+
June 2017. —H : 12.00%%13.50%) HFFIEE -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S M RR M

30June 2017 —F—+F/A=+H

19.CAPITAL, RESERVES AND DIVIDENDS

19. BRA ~ RERKRE

(a) Share capital (a) BRA&
At 30 June 2017 At 31 December 2016
R-ZE-t&XA=1H RZE—AF+ZA=1—H
No. of shares Amount No. of shares Amount
BRE &8 & G-
RMB’000 RMB’000
ARETR AREBFTL
(Unaudited) (Unaudited) (Audited) (Audited)
(REER) (REEX) (&%) (l&Z)
Authorised EE
Ordinary shares of HKD0.10 each FRAEEN0E AL BT 20,000,000,000 1,763,000 | 20,000,000,000 1,763,000
Ordinary shares, issued and fully paid ~ ZER - BRTLHE
At 1 January ®—HA—H 2,493,413,985 211,224 2,278,413,985 193,275
Shares issued in respect of REMEBEREMN A
payables capitalised (Note) BIIRM (FeE) - - 215,000,000 17949
At 30 June/31 December RAA=tB/+=ZR=1+—-H 2,493,413,985 211,224 2,493,413,985 211,224
Note: =S
On 25 December 2015, the Group consolidated certain interest payable RZF_AF+_A-1THA ARFHGANE
owing by its subsidiaries to a financial institution of RMB141,533,000 @EZE{J@Hi %J\E%WMESE,QOOTE ([ P&
(the “Payables”) and novated the Payables from the subsidiaries of the 1) S 0F 3| & MBI B i I A E REHA
Company to the Company as the principal debtor. The financial institution, (NN tﬂ‘%ﬂﬂﬁﬁ?@ﬁf_@ﬂ ° A H - &R
on the same date, transferred the Payables to an independent third party BRENREE—BRIE=H ([BREAL -

(the “Creditor”).

Pursuant to an agreement between the Company and the Creditor dated
25 December 2015, the Creditor has conditionally agreed to subscribe
for 215,000,000 ordinary shares (the “Shares to be Issued”) each at a
subscription price of approximately HKD0.272 per share by capitalisation
of part of the Payables in the amount of RMB48,822,000 (equivalent to
approximately HKD58,480,000). Accordingly, the Group has no contractual
obligation to deliver cash to settle such amount and such amount will be
settled by a fixed number of shares. As at 31 December 2015, in the opinion
of the directors of the Company, the fair value of the Shares to be Issued of
RMB45,771,000 is considered as quasi-capital of the Company.

On 6 January 2016, 215,000,000 new shares were allotted and issued to
the Creditor, the Company’s share capital and share premium have been
increased by approximately HKD21,500,000 (equivalent to RMB17,949,000)
and HKD33,325,000 (equivalent to RMB27,822,000), respectively, with a
corresponding decrease in the quasi-capital account.

) Interim Report 2017 —ZF—tFHHRE
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China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

19.CAPITAL, RESERVES AND DIVIDENDS (conTinueD)
(b) Perpetual subordinated convertible securities

On 31 December 2012, the Company issued convertible securities
to Fortune Pearl International Limited (“Fortune Pearl”, the ultimate
holding company of the Group) with a value of HKD194,700,000
(equivalent to RMB157,872,000). The direct transaction costs
attributable to the convertible securities amounted to RMB941,000.

The convertible securities are convertible at the option of the holder
of convertible securities into ordinary shares of the Company at
any time after 31 December 2012 at the initial conversion price of
HKD1.65 per ordinary share of the Company. While the convertible
securities confer a right to receive distributions at 3% per annum,
the Company may, at its sole discretion, elect to defer a distribution
pursuant to the terms of the convertible securities.

The convertible securities have no maturity date and are
redeemable at the option of the Company at 100% or 50% of the
principal amount of the convertible securities each time, on any
distribution payment date at the face value of the outstanding
principal amount of the convertible securities to be redeemed plus
100% or 50% (as the case may be) of distributions accrued to such
date.

As the convertible securities have no contractual obligation to
repay its principal nor to pay any distributions, they do not meet the
definition for classification of a financial liabilities under IAS 32. As
a result, the whole instrument is classified as equity, and respective
distributions if and when declared are treated as equity dividends.

The Group had not elected to defer distribution payments for the
six months ended 30 June 2017 of approximately HKD2,921,000
(equivalent to approximately RMB2,563,000) (31 December 2016:
HKD5,841,000 (equivalent to approximately RMB5,030,000)).

AR S B SRR M =
30June 2017 =B —+4F<A=+A

19.874 » RERRKRE @
(b) K A RAR AT 2 IR 35 35

MRZZE——FE+-A=+—8 " xXAFAL
BEBEERAR ([BHR] AEEHKKREZER
A Al) BEITEE A194,700,0007% 7T (1B &
R A R#157,872,0007T) HY A # A% 35 %5 o
EaREFEENERER S BRAARK
941,0007T °

AIMREFIIR —_E——F+_A=+—H
Z1E BB R IR R AT AR FE 535 A A YR
BRBAARRALER VX HBREAREBR
RAE)EBART.658TT o M&E Al IR EH
FREF ] WE T F3%M D IREE - ANA A
Al 2 HEER B R IR AT AR R A A IR R B
DK °

ARES Y EIHE - ATHARREES
IRIZ ] A B RE 75 AN & B2 HY100%3K50% T A
Bm - WMERDIRE S B AR T EE AR
BMEESCETATEEES NN ERE B 5
2HH D IKFERI100%350% (] F 155 M
E) e

BN R ESREECAEERAS RIS,
EADIRBENOESRL  RAETTEBEERES
ATERIEI 2R TH e RABEMNNAE
b 2EHZEERTAGYEAER  M&
DIKRERE KR IERESRRERIE

AEEVEEREEEEE—_T—tEF /A
=+t HIENEARD A FAI2,921,0008
T (HEERHAR?2563,0007T) (ZF—
NE+ZA=+—8 : 5,841,000/ (FHE
R#ARE5,030,0007T)) °
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China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M RR M

30June 2017 —F—+F/A=+H

19.CAPITAL, RESERVES AND DIVIDENDS (conTinuED)
(c) Deficit

(i)

(ii)

Share premium

On 6 January 2016, 215,000,000 shares were allotted and issued to
the Creditor by capitalisation of part of the Payables. The excess of
the fair value of shares issued totaling HKD33,325,000 (equivalent
to RMB27,822,000) over the nominal value of the total number of
ordinary shares issued was credited to the share premium account,
after deducting the issuing expenses.

Merger reserve

Merger reserve represents the difference between the aggregate
amount of paid-in capital of the subsidiaries of the Company and
the amount of share capital of the Company transferred and issued
to Fortune Pearl in exchange for the entire equity interests in all
members of the Group as part of the reorganisation.

(iii) Reserves

Statutory reserve fund

In accordance with the relevant PRC regulations applicable to
wholly-foreign-owned companies, certain entities within the Group
are required to allocate certain portion (not less than 10%), as
determined by their Board of Directors, of their profit after tax in
accordance with PRC GAAP to the statutory reserve fund (the “SRF”)
until such reserve reaches 50% of the registered capital.

The SRF is non-distributable other than in the event of liquidation
and, subject to certain restrictions set out in the relevant PRC
regulations, can be used to offset accumulated losses or be
capitalised as issued capital.

) Interim Report 2017 —ZF—tFHHRE

1.7 » RERRKRE @
(c) =¥
(i) Bo=E

R=—ZF—7"F— A7NH * 215,000,0000% f%
DB BEBOENRENMEEEREITTE
A FTBITRMDAABBLAZEITLBER
48 20 TE {E ) 42 %833,325,000/8 7T (FHE R A
R¥27,822,00070) LHBREITERBEIFTA
RO RER

(i) SOHEE

EHFEREARRMNBARNESE AR
BEREMAN D RRBMAKERENX
BRANEHMEEMADRERLEITHOA
NEIRASER AR ERE

(i) fek #8

EEREE
RIFIEBELRERNEBRBEIER - &
SREETHETEREANESTSRERTHE
AREFRUDEE THRBEEEN (RPR
10nELERFES ((FERBE]) BEE
& REEEEMEARMNL0% A LE

FBEMBEE S TRAIDIK - HEIFBERSN -
R BEDERAENE TRHRET - AR
HERABRIBRELA R BT -



China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

19.CAPITAL, RESERVES AND DIVIDENDS (conTinuep)

(c)

Deficit (continued)

(III) Reserves (continued)

Specific reserve — maintenance and production funds

According to relevant PRC regulations, the Group is required
to transfer an amount to specific reserve for the maintenance
and production funds and other related expenditures based on
coal production volume and revenue of shipping business. The
movement of specific reserve is as follows:

FﬁﬁﬂﬁAﬁﬂﬁiﬁﬁmﬁ

30June 2017 —F—+F/"A=+H

19. 7% ~ FERERE @
(c) RF ()
(iii) & (@)

HIEGHE - #EREEES

RERBETBEZESR  ~AEEAREBERREE
KBRS - B —ERBRABRIRRHE
RFEREEESUANEMARBAX - &
RiFEREBMT

2017 2016
—F—tE| —FTAF
RMB’000 RMB'000

ARET AREFIT
(Unaudited) (Unaudited)
(REER) (REEFEZ)

Balance at 1 January R—A—B &
Provision for the period BRI

Utilisation for the period HNE A

Balance at 30 June RANA=1+B2z2&%

221,025 215,997

57,884 32,105
(38,375) (29,572)
240,534 218,530

(iv) Exchange reserve

(d)

The exchange reserve comprises all foreign exchange differences
arising from the translation of the financial statements of foreign
operations. The reserve is dealt with in accordance with the
accounting policies.

Share-based compensation reserve

Share-based compensation reserve represents value of employee
services in respect of share options granted under the Pre-IPO
Option Scheme and the Share Option Scheme as set out in Note 20.

Dividends

The directors of the Company do not recommend the payment of
any interim dividend for the six months ended 30 June 2017 (six
months ended 30 June 2016: Nil)

(iv) B R &
ENHEBERRERINEBNMBERRME
EREEINEZRE - ZRERESTHRE
e

(v) ARt AER 2B REiE

VAR 7 AR 25 2 B & R A PR AR IR M R 20 AT 8
N PAUNGES=FIE e R e B
RbmBEREERNEEREERE -

(d) RE

ARBEETEBRNEMBE T —+F
ANA=ZTHRLERNEAZHHEE (BE-F
/\i/\ﬂ_—i—aﬂ:/\1.ﬂ . ﬁ)
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China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S M RR M

30June 2017 —F—+F/A=+H

20.EQUITY-SETTLED SHARE-BASED PAYMENTS
(a) Pre-IPO Share Option Scheme

Pursuant to the sole shareholder’s written resolutions passed on 12
June 2009, the Company adopted a Pre-IPO Share Option Scheme
(the “Pre-IPO Share Option”) whereby the grantees were granted
the rights to subscribe for shares of the Company.

The total number of shares which may be issued upon the exercise
of all options granted under the Pre-IPO Share Option is 8,400,000
shares which were granted on 12 June 2009 with the subscription
price of HKD2.52 per share.

Each option granted under the Pre-IPO Share Option has a vesting
period of one to three years commencing from the Listing Date and
the options are exercisable for a period of 10 years. The Company
has no legal or constructive obligation to repurchase or settle the
option in cash.

As a result of the bonus issue of one share for every one existing
share held by the shareholders whose names are on the register
of members on 10 October 2011, the exercise price of the Pre-IPO
Share Options was adjusted from HKD2.52 to HKD1.26, and the
number of the outstanding Pre-IPO Share Options as at 10 October
2011 was adjusted from 7,800,000 shares to 15,600,000 shares
thereupon.

(i) The terms and conditions of the grants are as follows:

20. REBEH UKD BERAMNIRK
(a) BRI EATERESE

RIFE—BRR-_FZEAFA AT _HBEB
MERRZR  ARARBERAFEER
Bl E ((BRARBEANERE]) &
It - ARAER T RE AR RN RER -

BEEBIXR AHEBEENERERINER
BEHETERT TETAORMDEAHE R
8,400,000l - ER—_ZEZENF A+ =H
Bt REERSR2.528T -

BOHRBERAFEEMBRERLNBERK
ERBHSE LHABEF —Z=F " M
BAERTRN10F BB ATTE - AR BALEETE
SEEREURSBESENBRE -

HRER—_Z—F+ A+ BRIBRERT
MR ESRHAE — RN AR ER —RARE
THIRREETT BA A ARBEERBRENITE
BH252BTLHARE1268TT MR _T—
—F+ATHHERTENERXARAEERE
A% #E 2 B #7,800,0000% 8 % /415,600,000
% o

(i) RHEERRRIRENT -

Number of
options
granted at Contractual
grant date  Vesting conditions life of options
REH B
B BREN
RHBE BEKHS SHRHR
Options granted to the grantees 8,400,000 30% on both of the first and second 10 years
—-on 12 June 2009 anniversary of the Listing Date, 104

S S YN e
~R-ETAEANA+H

40% on the third
anniversary of the Listing Date

FTHEEBRERF
K5 —IRFHRI0%
T HBERE=BFRL0%
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China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

20.EQUITY-SETTLED SHARE-BASED PAYMENTS

(CONTINUED)

(a) Pre-1PO Share Option Scheme (continued)

(ii) The number and weighted average exercise prices of (i) BXARBERNBRENEE R NEF
Pre-IPO Share Options are as follows:

For the six months ended 30 June 2017

HRSA MBRENE
30June 2017 —E—+F/A=+H

20 BREREEURDABEBRNVIR
()
(a) BRABIREABRETE @)

ITEENT
HE-T-—tFXA=+THLXAER

Outstanding number of options
HATEERESE
Balance at Lapsed Balance at
Exercise 1 January during the 30 June
Type of grantee Date of grant Exercisable period price 2017 period 2017
RZB—+F R=Z—t#F
—A—H AA=TH
SN RitAH TR T6EE Pk o REIRA XK Pk 303
HKD '000 ’000 ’000
B T4 T4 T
Employees
&S
In aggregate 12 June 2009 12 June 2009 to 11 June 2019 1.26 9,600 (2,000) 7,600
a5t “ZTNEF “EENESATZHE
~A+T=H “Z-nE AT—H

Interim Report 2017 —Z—tFHH#HRE <



China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S M RR M

30June 2017 —F—+F/A=+H

20.EQUITY-SETTLED SHARE-BASED PAYMENTS

(CONTINUED)

(a) Pre-1PO Share Option Scheme (continued)

(ii) The number and weighted average exercise prices of Pre-

IPO Share Options are as follows: (continued)
For the six months ended 30 June 2016

20. ZEREEIURODHERNTRK

(a) BIR
()Em&ﬁ%ﬁm%k%m%ﬁﬁmﬁ$

(#0
NEARENERETE @

HITEEMT -
HE-Z —/‘_\ﬁ/‘_\ﬁ E‘I— B 1E7~1E A

QOutstanding number of options

RATTEERER B
Balance at Effect of Lapsed Balance at
Exercise 1 January retirement during the 30June
Type of grantee Date of grant Exercisable period price 2016 of a director period 2016
RZB—RE RZE-—RE
—F—H REES ~NA=TH
AR RHAH id 4 pd 73 ZFE RERKR Pk
HKD ‘000 ‘000 ‘000 000
AT T T T T
Executive director
YES
Mr. Ma Baofeng * 12 June 2009 12June 2009 to 11 June 2019 1.26 1,200 (1,200) = =
HRE S “EThE “EENFRATCRE
~ATZH “E-NERAT-A
Employees
&8
In aggregate 12 June 2009 12June 2009 to 11 June 2019 1.26 10,800 1,200 (800) 11,200
G “ERNF “RRAERATZRE
~ATZH “E-NERAT-A
12,000 = (800) 11,200
*  Mr. Ma Baofeng retired and ceased to be an executive director of the * BAZE—RENA-T=HEBEEW  BRIE
Company with effective from 23 June 2016. EHERERT 7532]&/:\\ BHITES

At 30 June 2017, the number of the exercisable shares under
the Pre-IPO Share Options was 7,600,000 (31 December 2016:

9,600,000) shares.

During the six months ended 30 June 2017, no share option (six
months ended 30 June 2016: Nil) under the Pre-IPO Share Option

was granted or exercised.

) Interim Report 2017 —ZF—tFHHRE

RZZE—+tFNA=1+H 8 ARAZEH
BERRHETE N A T{E AR D R BB A&7,600,000
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China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M ERR M
30June 2017 —F—+tFAA=1H

20.EQUITY-SETTLED SHARE-BASED PAYMENTS 20 RERAER ARG AER AN

(CONTINUED) (&)
(a) Pre-IPO Share Option Scheme (continued) (a) BEXRAHRERNBRESTE (0
(ii) The number and weighted average exercise prices of Pre- (i) BIX AR ERBRENEE R NEF

IPO Share Options are as follows: (continued)

The Pre-IPO Share Options outstanding at 30 June 2017 had
a weighted average remaining contractual life of 2 years (31
December 2016: 2.5 years). The weighted average exercise price
for the outstanding Pre-IPO Share Options as at 30 June 2017 was
HKD1.26 (31 December 2016: HKD1.26) per share.

(b) Share Option Scheme

The Company has also adopted a Share Option Scheme (the
“Share Option Scheme”) pursuant to the sole shareholder’s written
resolutions passed on 12 June 2009.

The maximum number of shares that may be issued upon exercise
of all options which then has been granted and have yet to be
exercised under the Share Option Scheme and any other share
option schemes of the Company shall not, in the absence of the
shareholders’ approval, in aggregate exceed 30% of the shares in
issue from time to time. Unless approved by the shareholders, no
option may be granted to any person which if exercised in full would
result in the total number of shares issued and to be issued upon
exercise of the share options already granted or to be granted to
such person (including exercised, cancelled, and outstanding share
option) in the 12-month period up to and including the date of such
new grant exceeding 1% of the total number of shares in issue as at
the date of such new grant.

EITEBIMT © (@)
MN_ZE—tFA=Z+H  BRTEERA
FEERERENINETHOFSRENEBRA
E(ZE—RE+-ZA=+—08 : 2.5%) -
RZE—+EXA=+H " MERTEBEK
ANHABRERBERENNEFLFOTEEAS
f%1.268 T (—E—AR"F+-_A=+—8H:
1.26787L) °

(b) M AT &

REE-BRRR_ZZNAFAAT_ARB
MEFRZER @ AR BT RA—HERE
atEl ([eiRsEstE]) -

RAITERBEBERES S R AR EMEBE
PrERT Bl D & B W ARITEM A BAER
MAlEE B ITH RS MDEE - FERGRBRI
ENERT » @A FEBTEDEHITRND
BERI30%  BROFEAR AL A& - BRI - f
BETEHZREMALHREDBEREE B
(BfE%A) AM12EAMEERZA LR
BTRENBERE (BRE1TE  DEHER
RITEBEE) & @BHERTRETH
TR EBEBHN R EBREE BNE %
TTRDAERE1% - AN FRZATREER
1 -
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China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S M RR M

30June 2017 —F—+F/A=+H

20.EQUITY-SETTLED SHARE-BASED PAYMENTS

(CONTINUED)
(b) Share Option Scheme (continued)

An option under the Share Option Scheme may be exercised in

20. ZEREEIURODHERNTRK

(&)
(b) BRAESTE ()

BB G4 S 280 7B S 4 8 AR 4 AR R B AR B

% - MABBEE KRG B ML TSEE10

accordance with the terms of the Share Option Scheme at any EEFRARREETSE T B ABERTT
time during a period as determined by the board of directors of the

Company, which must not be more than 10 years from the date of Fo

the grant.

(i) The terms and conditions of the grants are as follows:

(i) RHEERRRIRFOT -

Number of
options
granted at Contractual life
grant date Vesting conditions of options
RERH A
fBRRE
RHHE BB BRENSOHR
Options granted to a director and employees 20,751,196 40% on the grant date, 30% 10 years
-on 17 January 2012 on both of the first and 104
BT = RkiESRERE second anniversary
—-RZE——%—-A++H of the grant date
R H#R40%
RELBHE—K
FE_BFHR30%
Options granted to directors and employees 157,500,000 40% on the grant date, 30% 10 years
—-on 30 April 2015 on both of the first and 104

RTE=NREMNBIE
- RZE-RFMA=+H

second anniversary
of the grant date

R L BEIR40%
REHBHE K
5 ZIBFHR30%
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China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M ERR M
30June 2017 —F—+tFAA=1H

20.EQUITY-SETTLED SHARE-BASED PAYMENTS 20. REREEURDBERNTR
(CONTINUED) (&)
(b) Share Option Scheme (continued) (b) BB RESTEI (o)
(i) The number and weighted average exercise prices of Share (i) BT EIMNE B R INEFIITEE M
Option Scheme are as follows: T
For the six months ended 30 June 2017 HE—_ZT—+tFA=1THIEAEA
Outstanding number of options
HATERREHR
Balance at Effect of Lapsed Balance at
Exercise 1January  appointment during the 30June
Type of grantee Date of grant Exercisable period price 2017 of directors period 2017
R=Z-t# R=B-t%F
-A-H ZftEs R ABETA
ERARH RiAH T8 & e A 7 X% &t
HKD '000 '000 '000 '000
A i) T ) T
Executive directors
HTES
Mr. Fung Wai Shing # 30 April 2015 30 April 2015 to 29 April 2025 0.485 - 20,000 - 20,000
SRR —Z-1F ZZ-hFMNA=1HE
MA=+H ZZ-REMAZTAR
Mr. Liu Jinghong # 30 April 2015 30 April 2015 to 29 April 2025 0.485 - 2,000 - 2,000
BIRA A —T-1F “Z-I¥MA=TEZE
MA=1H ZZhEMAZTAR
Independent non-executive
directors
Bukuigs
Mr.Huang Guosheng 30 April 2015 30 April 2015 to 29 April 2025 0.485 500 = = 500
BEBLE —2-RE “Z-nEMA=TAZE
MA=1H “Z-RENAZTAA
Mr. Lau Sikyuen 30 April 2015 30 April 2015 to 29 April 2025 0.485 500 = = 500
2Rt —T-hf “Z-hENA=1RZE
MA=1H ZE-REMAZTAA
Mr. Xing Zhiying 30 April 2015 30 April 2015 to 29 April 2025 0.485 500 = = 500
MEREE “Z-1F “Z-hENA=THE
MA=1H ZZ-REMAZTAR
1,500 22,000 - 23,500
Employees
&8
In aggregate 17 January 2012 17 January 2012 to 16 January 2022 150 8,152 - (2,964) 5,188
At it e “T-_F-AttRAE
—A+tH ZZZZ5-A+1iH
In aggregate 30 April 2015 30 April 2015 to 29 April 2025 0.485 125,000 (22,000) - 103,000
At ZT-Rf “Z-REMA=TAZE
MA=1H ZZ-RENAZTAA
1352 (220000 (2964 _____ 108,188
134,652 - (2,964) 131,688
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China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S M RR M

30June 2017 —F—+F/A=+H

20.EQUITY-SETTLED SHARE-BASED PAYMENTS

(CONTINUED)
(b) Share Option Scheme (continued)

(ii) The number and weighted average exercise prices of Share
Option Scheme are as follows: (continued)

For the six months ended 30 June 2016

20. ZEREEIURODHERNTRK

(&)
(b) BRAESTE ()

(i) IR SIVE B RINEFHITEED

@
BE_T—RFARA=THIREA

QOutstanding number of options

RAITRERERN R
Balance at Effect of Lapsed Balance at
Exercise 1 January retirement during the 30June
Type of grantee Date of grant Exercisable period price 2016 ofadirector period 2016
R RZE-RF
—-A-H REES REM ~A=TH
I il RHASH 16 1kE pd LB pY pd
HKD 000 000 000 000
BT Ty Ty Ty T
Executive director
yfrEs
Mr.Ma Baofeng * 17 January 2012 17 January 2012 to 16 January 2022 1.60 2,964 (2,964) = =
SRE L 5 Z5-ATtA 3 ZF-ATtAZ
“R-CE-A+5E
Independent non-executive
directors
BIFHTES
Mr.Huang Guosheng 30 April 2015 30 April 2015 to 29 April 2025 0.485 500 = = 500
BREEE “3-RFMA=TA ZE-R§MA=tAZ
“Z-RFMAZTAR
Mr. Lau Sikyuen 30 April 2015 30 April 2015 to 29 April 2025 0.485 500 = = 500
R Z3-REMASTH ZE-AFNA=TAZ
“ECREMAZTAR
Mr.Xing Zhiying 30 April 2015 30 April 2015 to 29 April 2025 0.485 500 = = 500
MEE%EE “Z-REMA=tH —E-REMNA=THE
“E_REMAZTAR
4,464 (2,964) = 1,600
Employees
-]
In aggregate 17 January 2012 17 January 2012 to 16 January 2022 1.50 5929 2,964 = 8,893
&t ZE-Z5-A+tA ZT-ZF-ATtRZ
“E-E-A15E
\n aggregate 30 April 2015 30 April 2015 to 29 April 2025 0.485 132,000 = (4,000) 128,000
fazt “F-REMA=tH —F-REMA=tAZ
“E-REMAZTAR
KT 296 | (@00 . 136,893
142,393 = (4,000) 138,393
*  Mr. Ma Baofeng retired and ceased to be an executive director of the * B-E-RFARA-T=H @ixﬁ HIRIE
Company with effective from 23 June 2016. EERERTBRARRBIITES °
#  Mr. Fung Wai Shing and Mr. Liu Jinghong were appointed as executive # AT —tFOA+_HEBER  BEKE
directors of the Company with effective from 12 April 2017. ERBSAEEEZERERRARIPITES °
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China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

20.EQUITY-SETTLED SHARE-BASED PAYMENTS

(CONTINUED)

(b) Share Option Scheme (continued)

(ii)

21

The number and weighted average exercise prices of Share
Option Scheme are as follows: (continued)

At 30 June 2017, the number of the exercisable shares under
the Share Option Scheme was 131,688,000 (31 December 2016:
96,702,000) shares.

During the six months ended 30 June 2017, no share option (six
months ended 30 June 2016: Nil) under the Share Option Scheme
was granted or exercised.

The share options outstanding at 30 June 2017 had a weighted
average remaining contractual life of 7.7 years (31 December 2016:
8.1 years). The weighted average exercise price for the outstanding
share options as at 30 June 2017 was HKD0.52 (31 December 2016:
HKDO0.55) per share.

.CAPITAL COMMITMENTS

At each reporting date, capital commitments outstanding not
provided for in the condensed consolidated financial statements
are as follows:

Fﬁﬁﬂﬁ?Aﬁﬁ%iﬁﬁmﬁ

30June 2017 —F—+F/"A=+H

20 ZEREFURDHERNTRK

()
(b) BEARAESTE ()
(i) BRAETZINEE RINEFEHYITEEN
T : @
R-ZE—tFRA=1+H BREEIET

21.

AIATEE M A {7 BUH /131,688,000 (ZF —
NETZHA=+—H :96,702,000) & °

HE_T—+tFA=THIEAREA  #E
(B2 —R"FNA=tHIENEAR : &)
REAR ST BITE T A BB AR R Sk T o

R-ZE—+FA=1+H - F']%TTT&%%HXF@
MINEF I FRBRENEBRA7.7F (=8
E+-_A=+—H:81%F) ﬁé:%*tﬁ
ANA=ZTH - MARTEBRENINEFEST
FEAFROLS2ETL (ZE—X"F+=-_A=
+—H : 0.55%87T) °

BRI
REREH - WARRERLRE VBRI IR
BHERARBITEANRENT ¢

At 30June | At 31 December

2017 2016

R=-T—+tF RZZE—RF

~B=+H| t=—A=+—8H

RMB’000 RMB’000

ARET R ARETT

(Unaudited) (Audited)

(REEER) (fEEZ)

Property, plant and equipment M - BB NG 50,676 45,692
22.FAIR VALUE MEASUREMENT OF FINANCIAL 2.EMIEC2ARENE

INSTRUMENTS

The carrying amounts of the Group’s financial instruments carried
at cost or amortised cost are not materially different from their fair
values as at 30 June 2017 and 31 December 2016.

AEBIZRAKBE KA R 2GR TAZ
FEE BER-F-—tFRA=TARZ
T-—RFTA=1T—"HBZAAELESEK
ERE o
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China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M RR M

30June 2017 —F—+F/A=+H

23.RELATED PARTY TRANSACTIONS

The Group has conducted certain transactions with related
parties of the Group, including (i) Mr. Xu, the ultimate controlling
shareholder and his close family member (ii) Mr. Xu Da, the
executive director and his close family member; (i) Qinhuangdao
Qinfa Industry Group Co., Ltd. (“Qinfa Industry”), a company
controlled by Mr. Xu; (iv) Qinhuangdao Development Zone Yuanfan
Technology Co., Ltd (“Yuanfan Technology”), a company controlled
by Mr. Xu Da and Qinfa Industry; (v) Tongmei Qinfa (Zhuhai) Holdings
Co., Ltd. (“Tongmei Qinfa”), an associate of the Group; (vi) Bo Hai
Investment Limited (“Bo Hai Investment”), a company controlled by
Mr. Xu; and (vii) Fortune Pearl, the ultimate holding company of the
Company.

23.BEARS

AEFEERAEBNBETETETRS &
BORREBBERGBEEREERSE ¢ (i)
NITEEHREXLLEREBERRE @ (I)RE
EEFNARREERHEXREEARAT
(IRBEX])  (WIRERERRBEERES
MARRESHERENRBARAR ([E
MBER])  VMAKEREE R E R KR E
(8) ZEERBRAE ((RARRE]D - (VF
ARG RRHEREARAR ([ B8R
&) RVIDARRNRLIER A RZRE o

ARERBA, FRRE DB RS
BT

Particulars of transactions between the Group and the above
related parties for the period/year are as follows:

(a) BESXR S
REMRS

(a) Related party transactions
Recurring transactions

Transaction amount

for the six months Receivables/(payables)

ended 30 June outstanding as at
BEAA=ZTHLEREAR FEW (FEAY)
X 5E KRIBERHE

30June 30 June

2017 2016 2017 2016

—E—tF —FRF

—E—+F —ERF ANA=T1H ~NA=+H

RMB’000 RMB’000 RMB’000 RMB’000

ARET T ARETT AR®BT T AREFT

(Unaudited) (Unaudited) (Unaudited) (Audited)

(REFR) (REEEZ) (REFR) (f&ER)
Sales of coal SHE B IR

- Tongmei Qinfa — RERE 8,729 1,760 11,822 1,060
Purchase of coal PRI

- Tongmei Qinfa — AIERE 27,560 61,362 (571,040) (548,495)
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China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M ERR M
30June 2017 —F—+tFAA=1H

23.RELATED PARTY TRANSACTIONS (conTinueD) B.EEIRT mw
(b) Guarantees provided by related parties (b) EAELREMIER
At 30June | At 31 December
2017 2016
R=Z—+t#F RZZT—RF
~A=+H| t=ZA=+—8H
RMB’000 RMB’000
ARB T ARET T
(Unaudited) (Audited)
(REFX) (J&FEZ)
Guarantees of bill payables and borrowings HEERHERBBIRME
provided by Mr. Xu and his close family ME L TIRE REEER
member 7,899,210 7,575,910
Guarantees of borrowings provided by RERERABERFBREMEHN
Mr. Xu Da and his close family member BEER 7,669,490 7,345,990
Guarantees of borrowings provided EREERENBEER
by Qinfa Industry 2,772,000 2,772,000
Guarantees of borrowings provided RN RBIRIRHEEEER
by Yuanfan Technology 152,000 152,000
Guarantees of borrowings provided PRREHRNEEER
by Fortune Pearl 3,010,000 3,010,000
Guarantees of borrowings provided DEIRERENEEER
by Bo Hai Investment 3,010,000 3,010,000

(c) Guarantees provided to a related party (c) BREFRAESWIER
At 30June | At 31 December
2017 2016
R=ZT—+tF RZE—RF
~AB=+H| t=ZA=+—8H
RMB’000 RMB’000
AR® T ARETT
(Unaudited) (Audited)
(REEX) (fEFEZ)

Guarantees given by the Group for banking REERER T ARK R

facilities obtained by Tongmei Qinfa B BiRITIE E R 640,599 640,600

As at 30 June 2017, the Group’s equity interest in Yangyuan Guotong
Coal Trading and Transportation Co., Ltd. has been pledged to a
bank with respect to banking facilities granted to Tongmei Qinfa.

R_ZE—tFRNA=1TH  AEEGRE
BTGB AR A A Z RN —ERT
RYRKREZRITEE
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China Qinfa Group Limited FEIEZEEER AR

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M RR M

30June 2017 —F—+F/A=+H

23.RELATED PARTY TRANSACTIONS (conTinuED)
(d) Key management personnel remuneration

Key management personnel are those persons holding positions
with authority and responsibility for planning, directing and
controlling the activities of the Group, directly or indirectly,
including the directors of the Company. Key management personnel
remuneration are as follows:

23.BEFRS @
(d) BREREEEBALTHME

WREREALHEZEXEERES RS -
HE R AR EE B M R M AL
(REAATES) - BREEEALOHS
T

Six months ended 30 June

BEAA=1THILEAREA

2017 2016

—E—+tF —F—R
RMB’000 RMB’000
ARET ARBFIT
(Unaudited) (Unaudited)
(REBEZR) (REEE=Z)
Directors fees E=riok 1,911 1,766
Salaries, allowances and benefits in kind e EMREYEF 4,021 4,216
Contributions to retirement benefit schemes  RINIEFIET 2143k 102 45
Equity-settled share-based payments EiEmEE AR BERNN R 445 1,349
6,479 7,376

24.CONTINGENT LIABILITIES
(a) Outstanding litigation

Up to the date of this report, the following legal proceedings are still
outstanding.

Litigation claims relating to unsettled property, plant and
equipment contract sums with several suppliers of the
Group

As at 31 December 2015, there were several litigation claims
initiated by the suppliers against the Group to demand immediate
repayment of overdue payables in relation to purchase of
machineries with an aggregate amount of RMB132,206,000 and
the late penalty charges of RMB6,605,000 and corresponding legal
costs of RMB108,000. An aggregate amount of RMB132,206,000
had already been recognised as payables to these suppliers
included in other payables. As a result of the foregoing, the Group
further recognised the late penalty charges and interest charges of
RMB6,605,000 and corresponding legal costs of RMB108,000 in the
consolidated financial statements for the year ended 31 December
2015.
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24, HAREE
(a) RIRFFA

REAREBH - A TORREF MY
#

HEAKEE THEBBREASAWE
BB KR iEERRIRNEFAR R

R-_ZE—RFE+-_A=+—8 &THESR
HAKBERHZEFLRER - ERUHEE
B EMESEENABENREG AR
132,206,0007T & # & A A R ¥6,605,000
TARIEEEREER A ARK108,0007T °
AR A ANRB132,206,000T B R A E
NZSHEmIE - Yt AHMERERK -
HREARE AEBREE_ZT—1F
+TZ A=+t BLFEMNGFEEPBRERT
E—THERIFHNERFNERATEEBAR
#6,605,000;t A RHEERER B AR
108,0007T °



China Qinfa Group Limited FEIREZ&EEAR A7

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

24.CONTINGENT LIABILITIES (conTinueD)
(a) Outstanding litigation (continued)

(i)

Litigation claims relating to unsettled property, plant and
equipment contract sums with several suppliers of the
Group (continued)

During the year ended 31 December 2016, pursuant to the
judgements, the Group was ordered to make immediate repayment
of payables of RMB137,118,000 to the plaintiffs. The Group is
actively negotiating with the plaintiffs for settlement of the court
cases. During the six months ended 30 June 2017, the Group has
successfully reached an agreement with certain plaintiffs at a
PRC court on a settlement plan with an aggregated amount of
RMB26,551,000 that will be repaid by monthly installment.

Up to the date of this report, the remaining litigation claims with
an aggregate amount of RMB2,796,000 are still in progress. In the
opinion of the directors of the Company, no further provision for
these litigation claims was required to be made in the condensed
consolidated financial statements for the six months ended 30
June 2017.

Litigation claims relating to unsettled considerations in
relation to the acquisition of coal mining rights of Xinglong
Coal and Hongyuan Coal

During the year ended 31 December 2015, there were litigation
claims initiated by the previous owners (the “Previous Owners”)
of Xinglong Coal Mine and Hongyuan Coal Mine against the Group
to demand immediate repayment of the unsettled considerations
with an aggregate amount of RMB51,338,000 in relation to the
acquisitions of coal mining rights of Xinglong Coal and Hongyuan
Coal in 2013. Pursuant to the judgements of the Shanxi Shuozhou
Municipal Intermediate People’s Court dated 20 April 2015 and 10
December 2015, the Group was ordered to pay the Previous Owners
the unsettled consideration of RMB51,338,000, the late penalty
charges and interest charges of RMB3,000,000 and corresponding
legal costs of RMB350,000. On 23 July 2015 and 4 January 2016, the
Group lodged appeal applications to the Shanxi Provincial Higher
People’s Court. The amount of RMB51,338,000 had already been
recognised as payables to the Previous Owners included in other
payables. As a result of the foregoing, the Group further recognised
the late penalty charges and interest charges of RMB3,000,000
and corresponding legal costs of RMB350,000 in the consolidated
financial statements for the year ended 31 December 2015.

24,

HRSA MBRENE
30June 2017 —E—+F/A=+H

RAREE @

(a) HRIREFFA (50

(i)

(i)

HEAEEE THEZSEERIAYWE
BERZESEFIENRARE @)

BEBHE-_T—A"F+_A=1+—HLF
ERHR  AEBHGmIRREZAEES
AR 137,118,000 K ETER R « A& H
FEGERERFRRGOMBBEITER -
RBE-_ZT—tFA=+tHLANEAR K
EEERR —EFBREEMEEE R
ETHRREER DR PRESHEAEARK
26,551,0007T * #iZ A D HEE -

HEAREAH RSB FARRDESR
1T @B A AR 2,796,000 © AR A
EERE BHE_ZT—tFA=T1THIER
BRSPS E M EREREAF L EHAR
RIEHE—DHHE -

3 B8 B YR s SRR AR S T R R R SRR R
BRIRER AR ERRRRR

HE-_Z—hFE+-_A=+—HItFE #=
BEBELRZREBENNEEA ((AIEEAD
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M RR M

30June 2017 —F—+F/A=+H

24 FAREE @
(a) KRREFFA (@)
(i) TR EBEWIBEEEER ZREEER K

24.CONTINGENT LIABILITIES (conTinueD)
(a) Outstanding litigation (continued)
(i) Litigation claims relating to unsettled considerations in

relation to the acquisition of coal mining rights of Xinglong
Coal and Hongyuan Coal (continued)

During the year ended 31 December 2016, another previous
owner of Hongyuan Coal Mine filed a lawsuit to Taiyuan Municipal
Intermediate People’s Court against the Group to demand
immediate repayment of the unsettled considerations of
RMB87,423,000 and the late penalty charges and interest charges
of RMB14,487,000 in relation to the acquisitions of coal mining
rights of Hongyuan Coal.

During the year ended 31 December 2016, the Group has
successfully reached an agreement with one of the plaintiffs on a
settlement plan with an aggregated amount of RMB13,000,000 that
will be repaid by monthly instalment of RMB1,000,000. Accordingly,
such litigation claim was released during the six months ended 30
June 2017.

Up to the date of this report, litigations claims of RMB125,761,000
are still in progress. The amount of RMB125,761,000 had already
been recognised as payables to the Previous Owners included
in other payables. As a result of the foregoing, the Group further
recognised the late penalty charges and interest charges of
RMB14,487,000 in the consolidated financial statements for the
year ended 31 December 2016 and RMB4,483,000 in the condensed
consolidated financial statements for the six months ended 30
June 2017 respectively.

(iii) Litigation claims relating to default of repayment of bank

borrowings

In 2015, a bank filed a lawsuit in Zhuhai Municipal Intermediate
People’s Court against the Group to demand immediate repayment
of the defaulted bank borrowings of RMB148,882,000 and
interest charges of RMB328,000 respectively. The principal of
RMB148,882,000 and respective interest charges of RMB328,000
had already been recognised as borrowings and accrued expenses
included in other payables respectively.

Pursuant to the judgement, several bank accounts and certain coal
mining rights of the Group and two properties of the Group’s related
companies were frozen for three years from the date of judgement.
In addition, the Group was ordered to make immediate repayment
of the aforesaid balances.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M ERR M
30June 2017 —F—+tFAA=1H

24.CONTINGENT LIABILITIES (conTinuep) 24, FAREME @
(a) Outstanding litigation (continued) (a) ARREFED ()

(i) Litigation claims relating to default of repayment of bank (i) BB REZERITHEENFRAAFR R (@)
borrowings (continued)

In 2016, another bank filed lawsuit in Shanxi Province High RZZE—RF S—HABRTRLAESR
People’s Court against the Group to demand immediate ARZEGREAREEIREFR BRI H
repayment of the defaulted bank borrowings of RMB492,444,000 AIEEBERIRITEE ARYAL92,444,0007T
and interest charges of RMB13,068,000 respectively. The & F B ARY13,068,0007T °© &N& A
principal of RMB492,444,000 and respective interest charges of R #492,444,000t R BEF ERAZ AR
RMB13,068,000 had already been recognised as borrowings and 13,068,000t E DRI ERABE REFTE
accrued expenses included in other payables respectively. R - WEt AEALERERK o

Up to the date of this report, the Group was in the process of BEEARERSY  AEEFEZMKRITE
negotiating with these two banks to renew or roll over its loan HMEENERREEER

outstanding.

(iv) Litigation claims relating to the performance of the (iv) BERBEIEAERIRERRETAT

contract execution Heilongjiang HengJiu Construction (MEA]) EEARERSEREESRE
Limited (“HengJiu”) and Chongsheng Coal and Fengxi Coal THUERFABR R

During the year ended 31 December 2016, there were litigation HE_ET-—RE+T_A=+t—HLEFE &
claims initiated by HengJiu in Heilongjiang Provincial Jixi Municipal ARBAHTHINENRBEEZSBE/AR
Intermediate People’s Court against the Group in relation to #77,350,000TTRA BRRIIEHATHFRAR
payables for down-hole construction with an aggregate amount of ERBAEBIRHFRAR - Z2BEFTA
RMB77,350,000 which had already been included in other payables. HMh MR - AEBWERIAENES
The Group was requested to make immediate repayment of overdue %84 A R#30,000,0007T B9 FE 15 BR Fad HE 26
portion of the payables of an aggregate amount of RMB30,000,000 7 e

that was overdue.

Pursuant to the judgements dated 12 August 2016, Heilongjiang BBEERHAZZTE-—XR"ENATZBZAA
Provincial Jixi Municipal Intermediate People’s Court took the view BRTEEATHRRAR AR AL FFAR
that the litigation claims were not under its jurisdiction. Therefore, RINEHANEBEEESEEA - Bt ItFFaAR
the litigation claims were referred to Shanxi Provincial Shuozhou RENZILAEHEMNTFEEARZER ©

Municipal Pinglu People’s Court.

As a result of the foregoing, the Group recognised the late penalty MR EMRE  NEERBE_T— X F+
charges of RMB9,000,000 in the consolidated financial statements ZA=T—HLEFERNGEENBEHRERPER
for the year ended 31 December 2016. e A AR9,000,0007T ©

Up to the date of this report, pursuant to the judgements issued HEARESAE BBELAGZANTIEE
by Shanxi Provincial Shuozhou Municipal Pinglu People’s Court ARZERZZT—+tFNA—BHELHNE
on 1 August 2017, the Group was ordered to make immediate R AREBEWESVABEESBEAARE
repayment of overdue portion of the payables of an aggregate 44,400,0007C WY E T RIEB EAEE 5« FI B
amount of RMB44,400,000, interest charges of RMB2,011,000 and X AAREE2011,000CRIEEEZEZERA
corresponding legal costs of RMB322,000. AR¥322,0007T °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
AR S M RR M
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24.CONTINGENT LIABILITIES (conTinueD)
(a) Outstanding litigation (continued)

(iv) Litigation claims relating to the performance of the

contract execution Heilongjiang HengJiu Construction
Limited (“HengJiu”) and Chongsheng Coal and Fengxi Coal

(continued)

In the opinion of the directors of the Company, no further
provision for litigation was required to be made in the condensed
consolidated financial statements for the six months ended 30
June 2017.

Litigation claims relating to the performance of the
contract execution Yu Lin Zhong Kuang Wan Tong
Construction Limited Company (“Yu Lin Zhong Kuang”) and
Xinglong Coal and Hongyuan Coal

During the year ended 31 December 2016, there was a litigation
claim initiated by Yu Lin Zhong Kuang against the Group to
demand immediate repayment of overdue payable in relation
to construction of coal mining infrastructure with an aggregate
amount of RMB197,037,000. The amount of RMB101,323,000
had already been recognised as payable to this supplier included
in other payables. Pursuant to the judgement issued by Shanxi
Provincial Xinzhou City Intermediate People’s Court dated 9 January
2017, the Group was ordered to make immediate repayment of
payable of RMB130,769,000, which including the aforesaid payable
to this supplier of RMB101,323,000 and late penalty charges of
RMB16,345,000 and interest of RMB13,101,000. As a result of the
foregoing, the Group further recognised the late penalty charges of
RMB16,345,000 and interest of RMB13,101,000 in the consolidated
financial statements for the year ended 31 December 2016.

On 22 February 2017, the Group appealed to Shanxi Provincial
High People’s Court. Pursuant to the judgement dated 21 July
2017, Shanxi Provincial High People’s Court concluded that in the
absence of reliable evidence on the valuation of construction
work performed by the plaintiff, the original judgement was
overturned and a retrial was ordered. Up to the date of this
report, the retrial has yet been arranged. In the opinion of the
directors of the Company, no further provision for these litigation
claims was required to be made in the condensed consolidated
financial statements for the six months ended 30 June 2017.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

24.CONTINGENT LIABILITIES (conTinueD)
(a) Outstanding litigation (continued)

v)

(b)

Litigation claims relating to the performance of the
contract execution Yu Lin Zhong Kuang Wan Tong
Construction Limited Company (“Yu Lin Zhong Kuang”) and
Xinglong Coal and Hongyuan Coal (continued)

As at 30 June 2017, the directors of the Company are of the
opinion that the provision for the above litigation is sufficient in
the condensed consolidated statement of financial position as
at 30 June 2017.

Other than the disclosure above, as at 30 June 2017, the Group
was not involved in any other material litigation or arbitration.
As far as the Group was aware, the Group had no other material
litigation or claim which was pending or threatened against
the Group. As at 30 June 2017, the Group was the defendant
of certain non-material litigations, and also a party to certain
litigations arising from the ordinary course of business. The
likely outcome of these contingent liabilities, litigations or
other legal proceedings cannot be ascertained at present, but
the management of the Group believes that any possible legal
liability which may be incurred from the aforesaid cases will not
have any material impact on the financial position of the Group.

Financial guarantees issued

As at 30 June 2017, the Group issued corporate financial guarantees
to certain banks in respect of borrowings made by Tongmei Qinfa,
an associate of the Group. Under the guarantees, the Group that is
a party to the guarantees is jointly and severally liable for any of the
borrowings of Tongmei Qinfa from those banks.

As at 30 June 2017, the directors of the Company consider that
it was not probable that a claim will be made against the Group
under any of the guarantees. The maximum liability of the Group
at 30 June 2017 under the guarantees issued is a portion of the
outstanding amount of the borrowings of Tongmei Qinfa amounting
to RMB633,343,000 (31 December 2016: RMB640,600,000).

FﬁﬁﬂﬁAﬁﬂ%’?ﬁ%ﬁT?
30June 2017 —E—+4%~A=1H
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OTHER INFORMATION

REVIEW OF THE INTERIM REPORT

The Group’s interim report for the six months ended 30 June 2017 has
not been audited but has been reviewed by the Audit Committee.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2017, the interests and short positions of the Directors
and chief executive 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 (Cap.
571 of the Laws of Hong Kong) (the “SFQ”)), which were required (a) to be
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO; (b) to be recorded in the register required to
be kept by the Company pursuant to section 352 of the SFO; or (c) to be
notified to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies (the
“Model Code”) contained in Appendix 10 to the Listing Rules were as

FHPHEBE
FEEBE-T—tFAASTEILAEAZR
MR REEYL  BERBREEGEN

EERBSTHRAESRKRG - HEBER
RESH2EHERAR

R-FE—LtFRNA=1TH XRREELKSTT
BABRARA S ERRAE (E&REFBED
FENEEFMBMEGRN ((RERBEKRH )
FEXVER) 2Bty MR RESFTEA ()R
&7 M B IRDIEXVERE7 R F 8 AR A &
RE MBS ¢ (D) IRIRRE 75 M S R 55 3525
ARERARRMEFEERLMA + R()RE LT
RAPE T PrEl EH AR ERETEFRHHR
E A (RESFR ) ABAARE LB Z
R ORI

follows:
Interests in the Company RAEDT] 2R
Approximate percentage
of issued share capital
of the Company (%)
Number of shares HARDFBHITRE
ROEE BABEDE(%)

Long Short Long Short
Name of Director Nature of interest positions positions positions positions
Y s ®R RE "R KR
Ms. WANG Jianfei Beneficial Owner 100,000,000 Nil 4.01 Nil
FTaIRL+ EmEa A i i
Mr. XU Da* Beneficial Owner 45,135,251 Nil 1.81 Nil
TRESES En#aA i i
Mr. FUNG Wai Shing Beneficial Owner 45,000,000 (Note 1) Nil 1.80 Nil
ISR T EmEA A (BfEET) it i
Mr. LIU Jinghong Beneficial Owner 2,000,000 (Note 2) Nil 0.08 Nil
RIS %A BEmEBAA (FFEE2) i i
Mr. HUANG Guosheng Beneficial Owner 500,000 (Note 3) Nil 0.02 Nil
=R B A EnlEA (BREE3) i Fiia
Mr. LAU Sik Yuen Beneficial Owner 500,000 (Note 4) Nil 0.02 Nil
IRz EmlEA (B5E4) i i
Mr. XING Zhiying Beneficial Owner 500,000 (Note 5) Nil 0.02 Nil
MEREAE BB A (PM45E5) i i
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Notes:

1. The beneficial interest of 45,000,000 shares includes 20,000,000 shares
that may be issued pursuant to the full exercise of the options granted to
Mr. FUNG Wai Shing under the Share Option Scheme on 30 April 2015.

2. The beneficial interest represents 2,000,000 shares that may be issued
pursuant to the full exercise of the options granted to Mr. LIU Jinghong
under the Share Option Scheme on 30 April 2015.

3. The beneficial interest represents 500,000 shares that may be issued
pursuant to the full exercise of the options granted to Mr. HUANG Guosheng
under the Share Option Scheme on 30 April 2015.

4. The beneficial interest represents 500,000 shares that may be issued
pursuant to the full exercise of the options granted to Mr. LAU Sik Yuen
under the Share Option Scheme on 30 April 2015.

5. The beneficial interest represents 500,000 shares that may be issued
pursuant to the full exercise of the options granted to Mr. XING Zhiying
under the Share Option Scheme on 30 April 2015.

*  Mr.XU Da, being a Director, is also acting as the Chairman of the Board.

Save as disclosed above, as at 30 June 2017, none of the Directors
or chief executive of the Company had interests or short positions in
the shares, underlying shares or debentures of the Company and its
associated corporations (within the meaning of Part XV of the SFO)
which were required (a) to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO; (b) to be
recorded in the register required to be kept by the Company pursuant
to section 352 of the SFO; or (c) to be notified to the Company and the
Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
gg&%‘;ﬁ?SITIONS IN THE SHARE CAPITAL OF THE

As at 30 June 2017, so far as known to the Directors, the interests and
short positions of the persons, other than a Director or chief executive
of the Company, in the shares and underlying shares of the Company as
recorded in the register of interests required to be kept by the Company
pursuant to Section 336 of the SFO were as follows:

OTHER INFORMATION

HibEr

BisE

1. 45,000,0008% fx 0 2 & & # F B 1 KA R 7] R
—E-RAFNA=THREBREGIE TS
B EEZEREREEETER mAlEETH
20,000,000/% %7 °

2. BoENEERARIR-_Z—REMA=1HIR
BREEREASRTESALE Y BRER2ET
{5 B 1 AT 8E 3£ 7T H9 2,000,000 PE1D -

3. EaBfIERAQAR_T-—RFNA=1+HR
BREEREAERTERBLE  BRER2ET
{515 1 AT BE 37T H9500,000/% P& 1D »

4 BoBANERARARR-_Z-HEFHA=THIE
BRREER TRGREE  BREEEET
{8 B 1T A RE X 7T HY500,000% A% 15 °

5. BafEEARRR_T—RAFHA=THRE
BREEREASRTMERLE Y BRER2ET
{55 ify AT BE 31T A9500,0008% A& 7 ©

¥ BEBERELLE NRAEIEER -

BREXHERBEEI  R-F—tFXA=1H "
RRNBERHHZSHTRABRERRNAF KHME
BoAE (ExRERMEEXVE) 2k - 18
AR RESTREA (QREEZ KBS GRS
XVEREE 7 M F 8 3 BB A& AR A KB APy
(o) IR I8 75 o BB {5 P B 35 21 AL X A R 7
FIFEELMA : KC)RBEFEETRIZAMEAR
B MR P2 BE R BOR R

TERRAARDRAREP2EEZRKXE

N_ZBE—+FA=+H BESHA > A

T (BRARREETLZITERABIN) RAAF]

2D EABROT - BIEEFRBEERGSE

gﬁﬁﬁﬁ%ﬁﬁﬂ&%ﬁ%Z%ﬁﬁWZ%é
KA

Approximate percentage of
issued share capital of the

Number of shares Company (%)
HERATEBITRAZ

RE A BHAE D (%)
Long Short Long Short
Name of shareholder Nature of interest positions positions positions positions
BRERA ERME Ha RE Ha R
Mr. XU Jihua (Note 1) Beneficial owner 14,229,610 Nil 0.57 Nil
REESSE (W) EnEEA i i
Interest in a controlled 1,154,000,000 Nil 46.28 Nil

corporation
N2 NG 2 i i
Fortune Pearl (Note 1) Beneficial owner 1,154,000,000 Nil 46.28 Nil
2& (M) Emla A i i
China Minsheng Banking Beneficial owner 215,000,000 Nil 8.62 Nil
Corp. Ltd.

FERAERITRMDBERAF] EmfE A it i
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OTHER INFORMATION
Htp & w

Note:

1. Mr. XU Jihua is a former Director who resigned on 8 December 2016. Mr.
XU Jihua is interested in 100% shareholding of Fortune Pearl International
Limited (“Fortune Pearl”), which in turn is interested in 1,036,000,000
Shares and 118,000,000 Shares which may be allotted and issued upon full
conversion of the perpetual subordinated convertible securities (“PSCS”)
held directly by Fortune Pearl. By virtue of the SFO, Mr. Xu is deemed to
have interests in the Shares so held by Fortune Pearl.

Save as disclosed above, as at 30 June 2017, the Company had not been
notified by any persons (other than Directors or the chief executive of
the Company) who had interests or short positions in the Shares or
underlying shares of the Company which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or which were recorded in the register required to be kept by the
Company under Section 336 of the SFO.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Other than in pursuant to the Pre-IPO Share Option Scheme and the
Share Option Scheme detailed in note 20 to the condensed consolidated
financial statements, at no time during the period ended 30 June 2017
was the Company or any of its subsidiaries a party to any arrangements
to enable the Directors to acquire benefits by means of the acquisition
of shares in, or debts securities (including debentures) of, the Company
or any other body corporate and none of the Directors, their spouses or
children under the age of 18, had any rights to subscribe for securities
of the Company, or had exercised any such rights.

SHARE OPTION SCHEMES

The Company has adopted a Pre-IPO Share Option Scheme and a Share
Option Scheme on 12 June 2009. The principal terms of the two option
schemes are as follows:

Pre-IPO Share Option Scheme

Pursuant to the sole shareholder’s written resolutions passed on 12
June 2009, the Company adopted the Pre-IPO Share Option Scheme
whereby employees and directors of the Group were granted the rights
to subscribe for Shares on the same day.
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The purpose of the Pre-IPO Share Option Scheme is to recognise the
contribution by certain employees towards the growth of the Group and/
or the listing of the Shares on the Stock Exchange. The principal terms
of the Pre-IPO Share Option Scheme are substantially the same as the
terms of the Share Option Scheme, except that:

(i) the exercise price per share; and

(i) the total number of Shares which may be issued pursuant to
options granted under the Pre-IPO Share Option Scheme.

Save for the options which have been granted under the Pre-IPO Share
Option Scheme, no further options will be offered or granted under the
Pre-IPO Share Option Scheme, as the right to do so has been terminated
upon the listing of the Shares on the Stock Exchange.

Set out below is further information on the outstanding options granted
under the Pre-IPO Share Option Scheme as at the date of this report:

Number of share options outstanding
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Approximate

1 percentage
MARTEZERERE of issued
At Lapsed At Exercised share capital
1January during 30June price  Exercise of the
Name Date of grant 2017 the period 2017 HKD  period Company
CE NN
R-ZZ—tF R-ZE—tF TEE ERITRA
e BHAH —B—H RERX¥ KA=+AH BT {TEHR BABEDE
Employees 12 June 2009 9,600,000 (2,000,000) 7,600,000 1.26  12June 2009 to 0.30
11 June 2019
== —ETNEF —ETNEF
NA+TZH NATZHE
—T-NE
NA+—H
Total 9,600,000 (2,000,000) 7,600,000 0.30
a5t
Notes: BsE -
1. The exercise price per share is HKD1.26 per share. 1. BREOMITEEAER.268T -
2. Each option granted under the Pre-IPO Share Option Scheme has a 2. SHBREB A LAHABEAIERETZSIMELNE
vesting period of one to three years commencing from 3 July 2009, being KREEBEBR—Z=F (B_TTNFHLH=H
the date on which the Shares commenced trading (“Listing Date”) on the BOAR 1 ARk A2 PR FAIE 22 Z e A B ([T HER ) #28
Stock Exchange. The Company has no legal or constructive obligation to F) o RAEWHEEFNIETEF - URESEEK
repurchase or settle the option in cash. The option granted are valid for a BTRERIE - TR BERIEN B W B104F -
period of 10 years from 12 June 2009 to 11 June 2019. = éfi@ﬂifﬂ TZHREZZ-AFASAT
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3. Each of the grantees to whom options have been granted under the Pre-IPO
Share Option Scheme will be entitled to exercise:

(a) 30% of the total number of the options from the expiry of the first
anniversary of the Listing Date;

(b) 30% of the total number of the options from the expiry of the second
anniversary of the Listing Date; and

(c) 40% of the total number of the options can be exercised from the
expiry of the third anniversary of the Listing Date.

The fair value of options granted under Pre-IPO Share Option Scheme
was determined using the “Binomial Option Pricing Model”.

The significant inputs into the model were:

+ risk-free rate of return — 3.029% per annum;
forecast fluctuations in share price — 56%; and

« forecast dividend yield - 1.50% per annum.

Based on the inputs above to the “Binomial Option Pricing Model’, the
total fair value of the outstanding options as at the grant date (i.e. 12
June 2009) was HKD7,650,000.

The “Binomial Option Pricing Model” is designed to assess the fair value
of options and is a common choice among various option pricing models
for assessing the fair value of options. The value of the options depends
on the valuation arrived at based on certain subjective assumptions on
variables. Any changes in the variables used may cause a substantial
effect on the assessment of the fair value of the options.

Share Option Scheme

The Company adopted the Share Option Scheme which shall be valid
and effective for a period of ten years commencing from 12 June 2009.

The purpose of the Share Option Scheme is to provide incentive or
reward to eligible persons (including full time or part time employees,
executive, non-executive directors and independent non-executive
directors of our Group) for their contribution to, and continuing efforts
to promote the interests of, the Company and to enable the Company
and its subsidiaries to recruit and retain high-caliber employees.
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The subscription price shall be a price determined by the Directors, but
shall not be less than the highest of (i) the nominal value of the share;
(i) the closing price of the shares on the date of the offer; and (iii) the
average closing price of the shares for the five trading days immediately
preceding the date of the offer.

The total number of Shares issued and which may be issued upon
exercise of the options granted under the Share Option Scheme to an
employee in any 12-month period shall not exceed 1% of the Shares in
issue. Any further grant of options in excess of this limit shall be subject
to the approval of shareholders in a general meeting.

An option may be exercised at any time during a period to be determined
by the Board, which shall not in any event exceed ten years from the
date of grant. The Share Option Scheme does not specify any minimum
holding period. The acceptance of an offer must be made within 30 days
from the date of offer with a non-refundable payment of HKD1.00.

On 17 January 2012, the Company has granted share options (the
“Options”) to subscribe for a total of 20,751,196 new ordinary shares of
the Company under the Share Option Scheme to 15 eligible participants
of the Share Option Scheme at the exercise price HKD1.50 per share
(which represents the highest of (i) the closing price of HKD1.50 per
Share as stated in the Stock Exchange’'s daily quotation sheet on the
date of grant; (ii) the average closing price of HKD1.392 per Share as
stated in the Stock Exchange’s daily quotation sheets for the 5 trading
days immediately preceding the date of grant; and (iii) the nominal value
of HKDO0.10 per Share). The Options are valid for a period of 10 years
from 17 January 2012 to 16 January 2022. None of the Grantees is a
director, chief executive or substantial shareholder of the Company or
an associate (as defined in the Listing Rules) of any of them.

The Options may be exercisable at any time during the option period,
provided that the maximum number of Options which each Grantee is
entitled to exercise at the below period shall not exceed:

(a) in respect of the period from 17 January 2012 to 16 January 2013,

40% of the total number of Options granted to him;

(b) in respect of the period from 17 January 2013 to 16 January 2014,
30% of the total number of Options granted to him;and

(c) in respect of the period from 17 January 2014 to 16 January 2015,
30% of the total number of Options granted to him.
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On 30 April 2015, the Company has further granted Options to subscribe
for a total of 157,500,000 new ordinary shares of the Company under
the Share Option Scheme to eligible participants of the Share Option
Scheme at the exercise price HKDO0.485 per share (which represents
the highest of (i) the closing price of HKD0.485 per Share as stated in
the Stock Exchange’s daily quotation sheet on the date of grant; (ii) the
average closing price of HKD0.484 per Share as stated in the Stock
Exchange’s daily quotation sheets for the 5 trading days immediately
preceding the date of grant; and (iii) the nominal value of HKDO0.10
per Share). The Options are valid for a period of 10 years from 30 April
2015 to 29 April 2025. Among the total of 157,500,000 Options granted,
1,500,000 were granted to the directors of the Company. The remaining
share options of 156,000,000 were granted to other eligible participants
who are not directors, chief executive or substantial shareholders of
the Company, nor an associate (as defined in the Listing Rules) of any of
them.

The Options may be exercisable at any time during the option period,
provided that the maximum number of Options which each Grantee is

entitled to exercise at the below period shall not exceed:

(a) in respect of the period from 30 April 2015 to 29 April 2016, 40% of
the total number of Options granted to him;

(b) in respect of the period from 30 April 2016 to 29 April 2017, 30% of
the total number of Options granted to him; and

(c) in respect of the period from 30 April 2017 to 29 April 2018, 30% of
the total number of Options granted to him.

The fair value of options granted on 17 January 2012 and 30 April 2015
under Share Option Scheme respectively was determined using the
“Binomial Option Pricing Model”. The significant inputs into the model
were:

« risk-free rate of return — 1.51% and 1.64% per annum respectively;

« forecast fluctuations in share price — 55.31% and 53.89%
respectively; and

- forecast dividend yield — 2.11% and 0% per annum respectively.
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Based on the inputs above to the “Binomial Option Pricing Model’, the
total fair values of the outstanding options as at the grant date (i.e.
17 January 2012 and 30 April 2015 respectively) was approximately
HKD11,642,000 and HKD28,667,000 respectively. The “Binomial Option
Pricing Model” is designed to assess the fair value of options and is a
common choice among various option pricing models for assessing the
fair value of options. The value of the options depends on the valuation
arrived at based on certain subjective assumptions on variables. Any
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Approximate
Number of share options outstanding percentage of
BARTEZBRENR issued share
Effect of Lapsed Exercise capital of
Category/Name At1January  appointments during At 30 June price Exercise the Company
of participant Date of grant 2017 of directors the period 2017 HKD period (%)
AR
2HE RZB-tf& RZB-t% iy BETRA
£hl /1% REAH -B-B ZHESZEE  REREN ~AZTA B TEd  BOEI%)
Executive directors
BrES
Mr.FUNG Wai Shing 30 April 2015 - 20,000,000 - 20,000,000 0.485  30/04/2015t0 29/04/2025 0.80
HEMEE “E-1F “Z-REMA=THZE
mA=1A “ECHENAZTAA
Mr. LU Jinghong 30 April 2015 - 2,000,000 - 2,000,000 0.485 30/04/20 5t0 29/04/2025 0.08
bt —Z-R% T-nENA=THE
mA=1H _?_ﬁﬁﬂﬂ Wi
Independent non-
executive directors
BUKYAES
Mr.HUANG Guosheng 30 April 2015 500,000 - - 500,000 0.485  30/04/2015t0 29/04/2025 0.02
ERBLE E-nE “E-nEMA=TAE
MA=TH ZECREMAZAR
Mr.LAU Sik Yuen 30 April 2015 500,000 - - 500,000 0.485 30/04/20 5t029/04/2025 0.02
2GR E —E-hf T-hENA=THE
MA=+H _7_£¢EH ThH
Mr.XING Zhiying 30 April 2015 500,000 - - 500,000 0.485  30/04/2015t0 29/04/2025 0.02
BEBEE “E-1F “E-REMA=TRZE
mA=1AH “ECHENAZTAA
Sub-total /)\5 1,500,000 22,000,000 - 23,500,000 0.94
Employees 17 January 2012 8,162,255 - (2,964,457) 5187798 150 17/01/2012 to 16/01/2022 0.21
ES -“E--F “Z-“#-At+tHZE
—RAttH ZE-ZE-ATA
30 April 2015 125,000,000 (22,000,000) - 103,000,000 0.485  30/04/2015t0 29/04/2025 413
—“F-1F ZE-RENA=TRE
mA=1A “Z-HEMAZTAR
Sub-total 7'zt 133,152,255 (22,000,000 (2964457)  108,187798 4,34
Total B3 134,652,255 - (2964457) 131687798 5.28
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OTHER INFORMATION

No options were granted, exercised or cancelled during the six months
ended 30 June 2017. As at the 30 June 2017, the total number of share
options outstanding is 139,287,798.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the six months ended 30 June 2017, neither the Company nor
any of its subsidiaries purchased, sold or redeemed any listed securities
of the Company.

CORPORATE GOVERNANCE CODE

The Company has complied with the applicable code provisions in the
Corporate Governance Code (the “Code”) as set out in Appendix 14 to
the Listing Rules throughout the six months ended 30 June 2017.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10
to the Listing Rules as the code of conduct regarding the Directors’
securities transactions. Having made specific enquiries of all the
Directors, the Company confirmed that they have complied with the
Model Code throughout the six months ended 30 June 2017.
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