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CHINA XLX CULTURE A B0 032k

We attribute our achievements and breakthroughs to our dedicated team
at China XLX. The team is committed to uphold the vision with integrity,
discipline and strong commitment.
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Company Proflle
YNGIE
Leading enterprise in the PRC chemical fertiliser industry . BRI TR EE R
Largest single scale urea producer in the PRC . PR ERE R AR EEER
Largest compound fertilisers enterprise in Henan Province, with an . AEERANESREEAERE  F
annual production capacity of 2,150,000 tons EERE215 BN
Most cost-effective urea producer in the PRC (Honourably awarded . PRGARARGHNREEEDE
as "Ammonia Energy Consumption Leader’ for six consecutive (EENFEPE AR T3
years by China Petroleum and Chemical Industry Federation) EEHE[EREENAREEN
¥ )
New/High Tech Enterprise in the PRC (enjoying preferential income - FRESHREMEE(ZX15%EE
tax rate of 15%) FGHiX)
First state-level nitrogen fertiliser research center and largest -+ BEERRAEMREPLMEE R
agriculture service center in the PRC RERACIRIEH O
First producer mastering the controlled release urea production - HEE -RERBERRZEEZT
patented technology in the PRC BTeEEDSE

1 7

Strategic geographical “Low-cost + differentiation” Leading enterprise in the Stable, experienced
location production strategy industry management team and
BRI IR D [MERCAR + = &b | EmEK THENAEE highly loyal employees who
k3 have a approximately 64%
shareholding in the Company
collectively

FEBTNEHRYENER
ERESEREHET &5t
AR BIRL) 64% A5 HE

(|l|-llll-l-

Obvious cost leadership Strong brand and sales Strong and healthy operating Continuously improving
PR AR (B FAERRE network cash flow corporate governance and
SN MR RN S A AR SRR RS E IR B R internal supervision
TErEERNEEERTA
BREEE
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China XLX was incorporated with limited liability on 17 July 2006 in
Singapore under the Companies Act, with the Group's registered office at 80
Robinson Road, #02-00, Singapore 068898. The Group's headquarters and
principal place of business is located in Xinxiang Economic Development
Zone, Henan Province, the PRC. In terms of capacity and production cost,
the Group is now one of the largest and most cost-efficient coal-based urea
producers in the PRC, aiming to become “the most respected enterprise
in the chemical fertiliser industry in the PRC" The subsidiary, Henan
XLX, is principally engaged in developing, manufacturing, and selling
of urea, compound fertiliser, methanol, methoxymethane, melamine,
furfuryl alcohol and related differentiated products, among which the
annual production capacity of urea, compound fertiliser, methanol,
methoxymethane, melamine and furfuryl alcohol are 2,600,000 tons,
2,150,000 tons, 600,000 tons, 200,000 tons, 60,000 tons, and 50,000 tons,
respectively. China XLX has been listed on the Main Board of the SEHK since
8 December 2009 with stock code “1866".
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Corporate Information
AEEHR

BOARD
EXECUTIVE DIRECTORS

LIU Xingxu (Chairman of the Board)
ZHANG Qingjin (Chief Executive Officer)
YAN Yunhua (Chief Financial Officer)

NON-EXECUTIVE DIRECTOR

LIAN Jie

INDEPENDENT NON-EXECUTIVE DIRECTORS

ONG Kian Guan
LI Shengxiao
ONG Wei Jin

BOARD COMMITTEES
AUDIT COMMITTEE

ONG Kian Guan (Chairman)
LI Shengxiao
ONG Wei Jin

REMUNERATION COMMITTEE

ONG Wei Jin (Chairman)
ONG Kian Guan
LI Shengxiao

NOMINATION COMMITTEE

LI Shengxiao (Chairman)
LIU Xingxu

ONG Kian Guan

ONG Wei Jin
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YAN Yunhua
So Yee Kwan
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HEADQUARTERS AND PRINCIPAL PLACE OF BUSINESS IN RS EhE T EEE R,

PRC

Xinxiang Economic Development Zone REDAFEE

Henan Province b ER R

PRC 453731 B4R : 453731
STOCK CODE IR

Hong Kong Stock Code: 1866 BBRMHRR 1866
CORPORATE WEBSITE NE) U
www.chinaxlx.com.hk www.chinaxlx.com.hk
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MBEHE
RESULTS PERFORMANCE EERR
2016 2017
(RMB million) (AR¥BET) —E-RE —E—tF
Revenue WA 5711 7,562
Cost of sales SHEKAN (4,687) (5,975)
Gross profit EF 1,024 1,587
Profit before tax bR AT & A 40 485
Income tax expense FrisHiF = an (61)
Net profit HEF 29 424
Basic and diluted earnings per share BRERREERT 2.56 33.95
(RMB cents) (AREES)
Dividend per share (RMB cents) FRE (ARES) 400 8.49
I
REVENUE BREAKDOWN BY SEGMENT TEEmBA

30%

FY2017 FY2016
—E-tHBFE —E-RVBEE
® U @ Compound Fertiliser @ Methanol © Furfuryl Alcohol
FRE& BERE Rz HRES
® | iquid Ammonia Melamine ® Other
BE =B HAtb
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Major Events in 2017
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2 A FEBRUARY

The Company successfully signed contracts in respect
of The National 13th Five Year Major Project for high-
efficiency fertiliser (humic acid urea, humic acid
compound fertiliser).

AR AR = A (BB PR % -
RERI+=R|E%EE - @

BHERE A ) K

3 A MARCH

Take up the baton and start a new long march, stretch
out to the fertile soil and travel a thousand miles. XLX
embarked on large-scale charitable activities “Fruitful
China"in full swing.

BNHRAE KL BRTOEL [REHE | ABAKED
2EKS - B
China XLX 2017 Annual Report
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45 APRIL

Tower granulated water-soluble fulvic acid compound
fertiliser was produced successfully, which achieved a
breakthrough in cash crop specific fertiliser and fertiliser
package mode.

BEEKABEREESIEEERY BERTELBEEDE
AEREEMERN FMERRE - B

58 maY

The Company had participated in drafting The Chinese
National Standards “Norm of water intake: Synthetic
ammonia”which was approved for issue.
ARRSEEEACIUKERE &R E)ERIZEEILARM -

The Chairman of the Board, Mr. Liu Xingxu, was honoured
with the 3rd "Most Excellent Citizen in Xinxiang”
FRETEPERREE=E [HEMBAL -

& Wi

2017 EETLEEREWRES

65 JUNE

The Company convened the Autumn 2017 Zhongyuen
Market Business Summit with “New image, Sincere
marketing"as the theme.

RRFAFER OEHE] REBR 2017 P RTISREE
HERESAEM - A

7 B ULy

Henan XLX was honourably recognised as "Ammonia

Energy Efficiency Leader” for six consecutive years,

reaching the optimal efficiency of both old and new

processes.

AELELRE [eRERE (AKE)] NEE ERME
HEp (8RR ] - @

Henan XLX was honourably awarded the “2017 Best
Enterprise in China Chemical Fertiliser Industry and Green
Fertiliser Industry” Henan XLX will continue to capitalise
on technological advantages and develop platform
advantages, with a view to making greater contribution
to the efficiency of chemical fertiliser and transformation
of the industry.
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Henan XLX was recognised as the “New/High Tech  Henan XLX's flagship product "Mei Ke Nong tower
Enterprise in the PRC” for the third time. granulated fulvic acid” premiered at The 19th National
EOELEZRETE A [BREF e - @ Fertiliser Information Exchange aka Product Trade Fair.

AELELCARER [ RARSEERE] REETES
HEFHEERREERRSE - H

O A SEPTEMBER

Governor of Henan Province Chen Runer visited and 1 2}% DECEMBER

inspected the operation of the Company.

MEAEARFRETERATAIRELF - B Jiujiang Xinlianxin Fertiliser Co,, Ltd. successfully operated
the “dual drying dual cooling” compound fertiliser
production line phase 1 for the first time.
NIDEMEEERARESE - HEREL EER X
FREERD) ©
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Chairman’s Statement
FERE

Dear Shareholders,

| would like to express my gratitude to you for supporting and having confidence
in China XLX Fertiliser Ltd.. On behalf of the Board, | am pleased to present
the audited consolidated financial statements of the Group for FY2017, while

introducing the vision and planning of the Group for the following year.
BAIRER
RN AR — B AR P B OEMEIER R A BB AEE

BE2EL MARZUBRRBENER —Z—
WK

FINANCIAL RESULTS
CONTINUOUS AND STEADY GROWTH OF INCOME

The income of FY2017 has increased approximately RMB 1,851,000,000 or
approximately 32% from the income of approximately RMB 5,711,000,000 in
FY2016 to approximately RMB 7,562,000,000. The increase is mainly due to
the increased sales volumes of compound fertiliser and melamine.

DIVIDEND AND DIVIDEND PAYOUT RATIO

The Board proposed the payment of a final dividend of RMB 8.49 cents per
share for the year ended 31 December 2017 (2016: RMB 4 cents) on 26 June
2018 to Shareholders whose names appear on the Company’s Register of
Members on 8 June 2018. The dividend ratio is approximately 20% of the
net profit after tax. The dividend payout ratio has remained above 20% of
net profit after tax of the Group for eleven consecutive years from 2007 to
2017.

10 China XLX 2017 Annual Report
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(&) LI Xingxu 2% 8
Chairman of the Board ZEE & F /&

BUSINESS REVIEW

In 2017, under the circumstances of National fertiliser supply-side reform,
zero growth in chemical fertiliser industry, implementation of fertiliser
classification policy and eco-friendly governance, the structural modification
of the industry will further motivate the industry to consolidate and re-
shuffle, phasing out obsolete producers, thus the intensity of the industry
be enhanced. In light of this new trend and situation, the Group will
continue to stick to its fundamentals, and strive to ameliorate its strategy,
scale, technology, products, and channels. Meanwhile, we will adopt
technology that is more advanced, develop and promote more efficient
and eco-friendly fertiliser, strengthen our agricultural technology service,
and continuously improve our integrated competitiveness.

The Group's plant I, plant II, plant Ill, plant IV and plant V (in Xinjiang), carried
out steady and high-efficiency operation. The overall gross profit margin
increased from approximately 18% in FY2016 to approximately 21% in
FY2017, which is due to the increase in the gross profit margin of urea
and methanol. The net profit after tax of the Group increased from RMB29
million for FY2016 to RMB424 million for FY2017
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Chairman’s Statement

FEHRE

UREA FRE

Gross profit margin for urea increased from approximately 19% in FY2016
to approximately 23% in FY2017. This was mainly due to the increase
in average selling price of urea by approximately 25% affected by the
tightening supply resulted from growing pressure on environmental
protection and industry consolidation in China. The increase was partially
offset by the increase in average cost of sales by approximately 19% due to
the higher average purchase price for coal.

METHANOL

Gross profit margin for methanol increased from approximately 15%
in FY2016 to approximately 19% in FY2017. This was mainly due to the
increase in average selling price of methanol by approximately 33%, while
the increase in average cost of sales by approximately 27% as compared to
Fy2016.

COMPOUND FERTILISER

Gross profit margin for compound fertiliser decreased from approximately
17% in FY2016 to approximately 149% in FY2017. This was mainly due to the
increase in average cost of sales by approximately 9% resulted from the
higher raw material prices.

CORPORATE GOVERNANCE

With its mission to serve the best interests of the Shareholders, the Board
has consistently strived to enhance the standard of corporate governance
and to develop a standardised, highly effective and scientific corporate
governance mechanism. The Group held seven Board meetings in the
year 2017 to review and approve matters including the quarterly results,
interim report, annual report, dividend payout ratio, connected transactions
and development strategies of the Group. The AC, the RC and the NC
have exercised and performed the rights and duties conferred on them
by the Board with a view of raising the standards of the Company's
risk management and internal control and perfecting the Company’s
governance structure. For internal audit: internal audit was mainly
conducted by the internal audit team of the Company in 2017, focusing on
enhancing internal risk control over logistics management, procurement
management, capital management, sales management and other key
processes, and thereby enhancing operational efficiency.
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INVESTOR RELATIONS

The Group highly values its relationship with its investors and
communicates with them through a number of channels. It aims to provide
the latest information on the Group’s operations and business development
to its investors, so that they can obtain all necessary information on a timely
manner to make informed investment decisions. Please refer to the “Investor
relations’ section of this annual report for more details.

PROSPECTS

Strategic Planning: Adhere to the enhanced development direction of
cleaner chemical process of coal, and maintain the advantage and leading
status in the chemical fertiliser industry. Meanwhile appropriately develop
new energy and new chemical material, establishing the ‘Fertiliser as base,
fertiliser and chemical side by side’development plan.

Xinxiang Base: Position as the Company’s core base, take ‘industrial
park’as standard, exploit resources synergies of the park, create
“fertiliser as base, chemical as complement” characteristics of the
base, and continuously enhance the profitability of the base.

Xinjiang Base: Adhere to the leading position in the market, utilise
the existing advantages of industrial chain, establish resource-
rich transformation base with better profitability. Grasp the market
opportunity and highlight the advantages of our brand and
differential competitiveness. In the following three years, we will
form differential product combination for coal, high-efficiency urea,
melamine, drip fertigation fertiliser, high-efficiency compound
fertiliser, boosting the profitability to a higher level.

Jiujiang Base: Grasp the opportunity of developing riverine area,
fully utilise the advantages of waterborne transport, concentrate
on the construction project phase 1, and establish “fertiliser as
base, fertiliser and chemical side by side” with modernization of the
chemical park base.

North-eastern Base: Adapt to the characteristics of the local
market, and position as a professional bulk blending fertiliser
supplier. Utilising the advantages of compound fertiliser, bulk
blending fertiliser, control release fertiliser, humic acid fertiliser and
high-efficiency urea, consolidate the social resources and channel
resources, in order to further nurture and develop the north-eastern
market.
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Chairman’s Statement

EEHE

STRATEGIC OBJECTIVES BB Z

For the next three years, we will proactively respond to demand of society
and industrial upgrading and development, focus on “technical innovation,
product innovation, marketing innovation, service innovation’, enhance
marketing service professional standards, highlighting the sound brand
position of “Pioneer of High-Efficiency Fertiliser in China” and “ Leader of
Chemical Industry”.

AR=F BB BERERILE  1TETT
MBRAER - BT BRI - &
anBIFT  EIHAIRT - RIGRIFT ] ENREA
LHREBERKE - R THESMAE
BEE] MEIITERRE] WRBRIEE

i °

Working for a better tomorrow is also our corporate’s mission, and is the & T A REEHF IR MM EEESR -
strong corporate dream that all XLX people always strive for. In accordance E2BLELANRERNEP 2 - B

with the overall development strategy of the Group, we adhere to the
competitive strategy of “combination of low cost and differentiation”;
achieve industry-leading cost consumption, industry-leading technology
level, market-leading brand marketing and industry-leading safety and
environmental protection in the name of “Pioneer of High-Efficiency
Fertiliser in China” in leading the industry; and supporting the continuous
exploration of high-efficiency chemical fertilisers and agricultural science,
rewarding farmers and serving the community, with higher standards in
the industry. We will proactively shoulder more corporate responsibility in
leading the industry, and strive to become “the most respected enterprise
in the chemical fertiliser industry in China”.

APPRECIATION

Lastly, on behalf of the Board, | would like to take this opportunity to extend
my heartfelt gratitude to all Shareholders, the Company’s management
team, all the staff, customers and friends who have been caring for
and supporting us. In 2018, the Group's senior management and staff
will continue working cohesively under the leadership of the Board to
endeavour to achieve better performance and investment returns for
the Shareholders through its strategy of “combination of low cost and
differentiation”.

BAEEERABRE  BRHIEXEK+E
R WHRFRE  BRKNBERTER
5E o BRIMAKCHTRESR - MR E TSR
5 BERRRITERAL  UIHESMIE
BEE | HH5lR17%  LNESEES]
BITE  XBTEHSME LR R
ENRHERR  BEERER  RBHLE
THRELEENEREE BHAXA[H
B&RXESMCEEEEER] -

&)

Ri& - RBUIHE  AARKKREZTERS
IR - ARIEERE 2881 AR
FPMEALOXIHAREZERNE AR -
BUAROERS | —F—\F - AEEK
SREEENMEREET  SEEFSEY
T EE - BRE[EKXEA+ZEL ]
BEE - SHRBMURRmEEENEED
e

A { A {
o /4/[[/ A /4/[[/
LIU Xingxu EFSTE
Chairman of the Board 2| @8
19 March 2018 —ZE-N\F=AT+AhH

14 China XLX 2017 Annual Report



A ANt I
S7ONZONZON7ON 7ON7ON 7ON 7ON 7ON 7ON 7ON 7 ON 7ON 7ON 7ON 7ON 7ON 7ON 7ON 7O /1
DX AT XTI A I A I AT XD A I XD CX DX DX IUUX DX DX DX DX DUXDUX DX
Management Discussion and Analysis
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()  BUSINESS REVIEW () XKEE
COAL AND ELECTRICITY CONSUMPTION HAEFEER

Year ended 31 December

BE+-A=t—HLFE

2017 2016
B —ZE-RF
Fixed bed technology (& 7E PR 910 Urea per ton Urea per ton
coal consumption (tons) HEBFE (88) BWRE TNk =
Raw coal JREHEE 0.608 0.605
Fuel coal PRELBE 0.153 01571
Total coal consumption REEE 0.761 0.756
2017 2016
—E—tF ZEREF
Coal water slurry technology IR 2 i Urea per ton Urea per ton
coal consumption (tons) FOBFE (W) ES1UTES BugfR =
Raw coal JREHE 0.783 0.784
Fuel coal BRRHE 0.267 0.291
Total coal consumption BEREE 1.050 1.075
2017 2016

—E—tF ==K
KWh per ton KWh per ton
Electricity consumption (KWh) EFE (TRE) ST R i BMET R
Urea (Fixed bed technology) R Z= (EFERET) 785 769
Urea (Coal water slurry technology) RE=E OKESERT) 312 321

|
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Management Discussion and Analysis
EEEWED

SALES OF THE GROUP IN 2017 AEB-ZZE-LFHEBR

As at the end of 2017, the Group's sales volume of urea was HE-ZT—tFXK AEEREXH
approximately 2,015,000 tons, decreased by approximately 574,000 EH42,01 5 ? Wi+ b =T —RER D
tons compared to 2016. The decrease in sales volume of urea was H)574FWE - [REHERINEE
mainly due to the fact that the Group flexibly decided to produce ﬁ%mm:%—t$$%ﬁ?§
and sell melamine and liquid ammonia with higher profitability. In 2 e 2N ee B )E A
2017, the Group's sales volume of melamine and liquid ammonia BEENMEERMENERN= %’5
products were 63,000 tons and 223,000 tons respectively. In BEEMBRRER - —T—tFAE
addition, as the Group has been enhancing the sales network and E=BERMEI[EREEN A
the production capacity of compound fertiliser, the sales volume 63T MARN 223 F WA o 4N - Bff%$
of compound fertiliser in 2017 reached 1,244,000 tons. The Group’s EETEHEREEREMNESES
sales volume of methanol and furfuryl alcohol in 2017 was 327,000 fEER:  —E—+FAEBELIE
tons and 32,000 tons respectively. EmiEEEN 1244 FWf - —FT—+

FEREFFREMEBEEHEED A
327 FWEFI 32 FME o

SALES VOLUME SHEER

Year ended 31 December

BE+-—A=+—HLEE

2017 2016

—E—tF —ERF

Thousand tons Thousand tons

T g T8

Urea PRE 2,015 2,589

Compound fertiliser BEE 1,244 948

Methanol iz 327 337

Melamine =Bak 63 12

Furfuryl alcohol HREZ 32 38

Liquid ammonia BE 223 -
|
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REVENUE

Revenue increased by approximately RMB1,851 million or
approximately 32% from approximately RMB5,711 million in
FY2016 to approximately RMB7,562 million in FY2017. The increase
of revenue was mainly due to the increase of sales volume of
compound fertiliser and melamine, and the higher average selling
prices of methanol, urea and furfuryl alcohol.

UREA

Revenue derived from the sales of urea decreased by approximately
RMB88 million or approximately 3% from approximately RMB2,940
million in FY2016 to approximately RMB2,852 million in FY2017.
The decrease was mainly due to the decrease in sales volume by
approximately 574,000 tons from approximately 2,589,000 tons in
FY2016 to approximately 2,015,000 tons in FY2017. The reduction in
sales of urea are mainly because the Group chose to produce and
sell more melamine and liquid ammonia instead of urea based on
profitability of the three products to maximise the overall return
of the Group. The decrease in sales volume of urea was offset by
the increase in average selling price of urea by approximately 25%
due to the tightening supply through industry consolidation and
growing pressure on environmental protection in China.

METHANOL

Revenue derived from the sales of methanol increased by
approximately RMB153 million or approximately 29% from
approximately RMB532 million in FY2016 to approximately RMB685
million in FY2017. The increase was mainly due to the increase
in average selling price of methanol by approximately 32%. The
increase in average selling price of methanol was offset by the
decrease in sales volume by approximately 3% from approximately
337,000 tons in FY2016 to approximately 327,000 tons in FY2017.
The reduction in sales volume of methanol was due to the internal
consumption by the Group for the production of dimethyl ether
(DME) as feedstock. The Group's DME production line commenced
production in September 2017 which is designed to have an annual
production capacity of 200,000 tons.

L'ON

WABRZZE—NBBRFEHHA
R #55,711,000,000 7T 18 i 49 A R ¥
1,851,000,000 LKA 2% E_F—+
BB E 49 A R ¥ 7,562,000,000
T WA EZHRIEERE R
—EREREEEMUARTFE - RE
KR EE B S8 LIRS

IZES

FREMBEEWABR T — NP
FE /DO AR 29400000007
B #) AR #88,000,0007T 3 #Y
WEE—LEHBFEENOAR
% 2,852,000,0007C ° A T EEH
REERZT—ANMERFEND
2,589,000 WA, 4 49 574,000 B8 & — &
— B BF E /492,015,000 W8 o FR
ZHEERD DN EEANAEERE
ZBERE  RREIAKARENETE
NIMEBEERHERTL =FaK
MBRESMIERE - UERAEARE
B &R - RERBEERIDERE
T E B ANH) 25% P 8 - T F
HEBEMIARTBEITEEEAK
B8 INAIRIRE NS BB E -

R

FEMNHEEKRAR T —NHHK
FE R4 A R 5320000007 #
II#9 A R %5 153,000,000 7T 8% £9 29%
ET Lt BFERNHARE
685,000,000 7T ° &N T EZEH K H
B &) E B N L) 320% FT K o FF
EHFHEBRMNEHEERA_F
— N BT S B9 49 337,000 MER A 49
3% E - —+HHEFEE /A 327,000
WEFTHKSE - FEZSH =R Th AR A
& B A4 B — BB (OME) A 3B FE
B (e BIREL) FTE - A& E /) DME
SESR-_Z—tFNAKE &
ST ERE A 200,000 1 o
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EEENWEDN
COMPOUND FERTILISER BEE
Revenue derived from the sales of compound fertiliser increased EEENIEERAR TP

by approximately RMB614 million or approximately 37% from
approximately RMB1,658 million in FY2016 to approximately
RMB2,272 million in FY2017. Such increase was mainly due to the
increase in sales volume of compound fertiliser by approximately
31% from approximately 948,000 tons in FY2016 to approximately
1,244,000 tons in FY2017 as a result of the expansion of sales
network and increase in production capacity.

MELAMINE

Revenue derived from the sales of melamine was approximately
RMB383 million with sales volume of approximately 63,000 tons in
FY2017.In September 2016, the Group’s melamine project phase | in
Xinjiang Plant V with an annual production capacity of 60,000 tons
has successfully commenced operation and has become a new
driver for the Group's profit growth.

FURFURYL ALCOHOL

Revenue derived from the sales of furfuryl alcohol increased by
approximately RMB202 million or 78% from approximately RMB260
million in FY2016 to approximately RMB462 million in FY2017. The
increase was mainly due to the increase in average selling price
of furfuryl alcohol by approximately 109%. The increase was offset
by the decrease in sales volume by approximately 6,000 tons from
approximately 38,000 tons in FY2016 to approximately 32,000 tons
in FY2017.

PROFITABILITY

Overall gross profit margin of the Group increased from
approximately 18% in FY2016 to 21% in FY2017 mainly due to the
increase in the gross profit margins for urea and methanol, and the
improvement of products mix in a more flexible manner after the
commencement of production of melamine and DME products.

18 China XLX 2017 Annual Report

FERH AR 16580000007 1
JJu %49 A R #5614,000,000 7T 8% 49 37%
ZE—tUHRFENHOARK
2,272,000,000 JC o I EZERNE
ERHER T — AP HRFEND
948000 WAL IN#)31% % — T —+ B
B E 89 491,244,000 8 - 1t T3 A
BREERE MIRDERTE -

b

R_ZT—tHRFE ZB8R
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WEAEEW AR T — UK
FE RO AR 2600000007 1
JJD # A R 202,000,000 7T 3k 78%

TE LU HRFENHARK
462,000,000 JC o 1ZANTIEE RN E
g 40 39 S (E I ANAY 109% FTEK - 18
MEHEER —T— P RFENY
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UREA

Gross profit margin for urea increased from approximately 19%
in FY2016 to 23% in FY2017. This was mainly due to the increase
in average selling price of urea by approximately 25% affected
by the tightening supply resulted from growing pressure on
environmental protection and industry consolidation in China. The
increase was partially offset by the increase in average cost of sales
by approximately 19% due to the higher average purchase price for
coal.

METHANOL

Gross profit margin for methanol increased from approximately 15%
in FY2016 to 19% in FY2017. This was mainly due to the increase in
average selling price of methanol by approximately 33%, while the
increase in average cost of sales by approximately 27% as compared
to FY2016.

COMPOUND FERTILISER

Gross profit margin for compound fertiliser decreased from
approximately 17% in FY2016 to approximately 14% in FY2017.
This was mainly due to the increase in average cost of sales by
approximately 9% resulted from the higher raw material prices.

MELAMINE

Gross profit margin for melamine was approximately 56% in FY2017.
The Group's melamine products achieved a satisfactory margin in
FY2017 mainly due to the cost competitive advantage of Xinjiang
Plant V and advanced melamine production technology which
has enhanced the quality of the products in order to gain price
premium and export.

PRE

REMEFNEH-_Z—APHREFE
BRI19%EINE - T — M HEE
R#)23%c EEERANTHEA
I INEIRIRE I RITEEEEH
HEKBEZE  [REMFHEEEL
IN#I25% o %38 AN 39 §5 & A AR
HONKI 19% FTEf o K8 - i Fo 8
B RN IE hN TS A AR R SRR (B
#hn e

FEE

FENEMNRLR - MHRFE
BIZ15%IBME —F—+HBRFE
BH19% - EEBRHARFEFY
EER-_ZT— A NUBREEASH
33% - MFEHEEXAR L =ZF—<
BN EHE hN4T 27% PR »

BwaE

BEEHNENER -_Z— "B HF
ERH1T7% R E - T—+BHF
EE4914% ° LY EEHREM R
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EEE WD T
FURFURYL ALCOHOL i

Gross profit margin for furfuryl alcohol increased from approximately
8% in FY2016 to approximately 9% in FY2017. This was mainly
due to the increase in average selling price of furfuryl alcohol by
approximately 109% as highly polluting production enterprises
were shut down given the growing pressure on environmental
protection in China. The increase in average selling price of furfuryl
alcohol was partially offset by the increase in average cost of sales
by approximately 105% as compared to FY2016.

OTHER INCOME AND GAINS

Other income and gains increased by approximately RMB18 million
from approximately RMB70 million in FY2016 to approximately
RMB88 million in FY2017. Such increase was mainly due to the
increase in net income on sale of by-products, exchange gains, net
gain on disposal of items of property, plant and equipment and
subsidy income by approximately RMB18 million, RMB7 million,
RMB3 million and RMB2 million respectively. The increase was
partially offset by the decrease in bank interest for deposits of
approximately RMB5 million.

SELLING AND DISTRIBUTION EXPENSES

Selling and distribution expenses increased by approximately
RMB48 million from approximately RMB435 million in FY2016
to approximately RMB483 million in FY2017. Such increase was
mainly due to the increase in transportation charges and salaries of
approximately RMB50 million and RMB16 million respectively. The
increase in selling and distribution expenses was mainly due to the
rapid expansion of the Group’s sales networks and the growth of
sales volumes of compound fertiliser resulted from its enhanced
capacity in FY2017. The increase was partially offset by the decrease
in advertisement expenses by approximately RMB20 million.
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GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses increased by approximately
RMB97 million from approximately RMB319 million in FY2016
to approximately RMB416 million in FY2017. Such increase was
mainly due to the increase in salaries and director remuneration,
transaction fee, research and laboratory expenses, depreciation and
amortisation costs and environmental expenses of approximately
RMB64 million, RMB9 million, RMB9 million, RMB6 million and RMB5
million respectively. The increase was partially offset by the decrease
in land use right tax by approximately RMB1 million.

OTHER EXPENSES

Other expenses decreased by approximately RMB28 million from
approximately RMB33 million in FY2016 to approximately RMB6
million in FY2017. Such decrease was mainly due to the decrease
in exchange losses and loss on disposal of items of property, plant
and equipment by approximately RMB28 million and RMB2 million
respectively. The decrease was partially offset by the increase in
impairment loss by approximately RMB3 million.

FINANCE COSTS

Finance costs increased by approximately RMB20 million from
approximately RMB266 million in FY2016 to approximately RMB286
million in FY2017 mainly due to the increase in amount of interest-
bearing borrowings and loans.

INCOME TAX EXPENSE

Income tax expense increased by approximately RMB50 million from
approximately RMB11 million in FY2016 to approximately RMB61
million in FY2017 due to higher taxable profits generated by the
Group.
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—BEITHASIH T — P RE
& ) 49 A R 5 319,000,000 7T 18 AN 49
AR 8970000000 E — & —+ 8
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PROFIT FORTHE YEAR

The profit for the year increased by approximately RMB395
million or 1,359% from approximately RMB29 million in FY2016 to
approximately RMB424 million in FY2017. This was mainly due to the
increase in gross profit and other income and gains of approximately
RMB563 million and RMB18 million respectively and decrease in
other expenses by approximately RMB28 million. The increase was
partially offset by the increase in selling and distribution expenses,
general and administrative expenses, finance costs and income tax
expenses by approximately RMB48 million, RMB97 million, RMB20

million and RMB50 million respectively.

(1)  FINANCIAL REVIEW

GEARING

(1

The Group monitors capital using a gearing ratio, which is net debt
divided by the aggregate of total capital and net debt. The Group’s
policy is to keep the gearing ratio below 90%.

(X XD LX) )& )&

FREA

FREFINH _ZE—NTHFE
#) #) A R ¥ 29,000,000 7T 1 A0 %)
A R #395000,0007C ¢ £J1,359%

TE L BREFEMNHAR
¥ 424,000,0007T © It Ty E B B B
A A1 E b A R Wz 5 B3 a0
4 A R #563,0000007T & A R #
18,000,000 7T LA 2 EAth B SR A 49 A
R ¥ 28,000,000 7T BT 2 o 1t T 3 A0
WIHE R DHEAS - —MRITHHA
X BB KRS ES D RE
09 A R ¥ 480000007 © A R
97,000,0007C * A K # 20,000,000 7T
N AR5 50,000,000 TCFTEE D K EE ©

St 53R 5 (2] R

BEERE
AEBEREEABLER(AES
BRAEER A EFEAM) 2K

BB AR AEBMBREBEE
BB RUEIFE 0% AT ©

2016
—E—RF
RMB'000
ARETIT
Trade payables g SN FIA 246,701 185,577
Bills payable FER IR 423,915 655,020
Accruals and other payables FEET B A R H M R 508 1,630,306 1,422,739
Due to related companies JESREE A RIFRIE 45 4,391
Loan from a non-controlling interest JEFERSHE RS 2 B R 75,250 100,000
Interest-bearing bank and FTERITREMMERK 4,611,127 4,357,542
other borrowings
Bonds payable ERES 1,100,000 800,000
Less: Cash and cash equivalents B BERReEEY (341,270) (512,806)
Less: Pledged deposits B EEEER (181,077) (226,349)
Net debt BE T 7,564,997 6,786,114
Equity attributable to owners SRR AELED 3,366,675 3,035,787
of the parent
Less: Statutory reserve fund B EERER (327,793) (285,412)
Total capital BEKR 3,038,882 2,750,375
Capital and net debt EAXRMBEFE 10,603,879 9,536,489
Gearing ratio BERBELE 71.34% 71.16%
]
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Net debt includes interest-bearing bank and other borrowings, Eiﬁ%%ﬁ FEr BRIT R H A&
short-term and long-term bonds payable, trade and bills payables, CENRERRBES %%FE
amounts due to related companies, accruals and other payables, ﬁ RIE N RN R - B E AR

less cash and cash equivalents and pledged deposits. Capital PRI - Fﬁﬁ%ﬁﬁ)}i“ﬁﬂﬁﬁﬁmlﬁ
includes equity attributable to owners of the parent less the above- BEREERESZEBYMUALEEAE
mentioned restricted statutory reserve fund. ?f)( BEXRBDESRREE ARILRE

/UCL XBE%'J/%IEE%{%\/ °

LOANS BX
AMOUNTS PAYABLE IN ONE YEAR OR LESS, OR ON DEMAND R—FRARMSHIREREZNWRIE
As at 31 December 2017 As at 31 December 2016
R-ZEB—tF+=-A=+—H RZE—RF+ZH=1—H
Secured Unsecured Secured Unsecured
Bk FRIK 4 BHEH E
RMB’000 RMB’000 RMB'000 RMB'000
AR¥T R AR%T T AREFTT AREETIT
Bank loans RITER - 1,646,112 261,150 495,006
RMB bond AREESH - 600,000 - 200,000
= 2,246,112 261,150 695,006

AMOUNTS PAYABLE AFTER ONE YEAR R—FEBEMANFIE
As at 31 December 2017 As at 31 December 2016
REB-—EHF+T-A=1—H [ ayat:y s ey gl =
Secured Unsecured Secured Unsecured
BiEH fEIK IR B S
RMB’000 RMB’000 RMB'000 RMB'000
AR¥ET T ARETT AREFIT AREFIT
Bank loans WITEZ 176,000 2,786,288 176,000 3/421,750
Loan from BITER - 2,727 - 3636
govemment
RMB bond AREES - 500,000 - 600,000
176,000 3,289,015 176,000 4,025,386

DETAILS OF COLLATERAL KR mEFE
As at 31 December 2017, there was no short-term loan secured by RZEB—+F+-_A=+—8" 1
pledged deposits (2016: RMB259 million). B HE R AR FEIERR(Z

T—RF : AR 259,000,0007T) °
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EEENWEDN
(H1) PROSPECTS () AIE
In 2017, although the domestic selling price of corn remained at a ZE—tF EARABANERERE
low level and the agricultural demand for urea was declining, the FEUZLKERERKTIE - B
average price of urea still increased by 25% compared to 2016. This HRZF—RF - KREFHERD
is mainly due to the increasingly harsh environmental protection FE25% TEREREEFREIR
policies in the PRC and the supply side reform with respect to R BB ER AT A b A 45 )
coal enterprise, leading small-scale and high-cost enterprises WE - BERHRE NN RO
to close down in an accelerated manner, hence resulting in the IEREEE - HMERERANREITE
consolidation of the domestic urea industry. The Company expects BE ARREG —ZE—\FER
that the domestic environmental pressure will remain in 2018, and RIRBNSEETE  KRETEER
the overall utilisation rate in the urea industry will maintain at a low BRI TR GAERHEA  FIRFREE
level; meanwhile, as the domestic selling price of corn becomes BAEKRERLE  REEBESK
stabilised, it may be less likely that the agricultural demand for urea EE-FTNBENARETK B
will further decrease, which to a certain extent, can support the T N\FHAREEBERE—EXIE -
domestic selling price of urea in 2018.
The Company will continue to uphold its differentiation production AR EEERE=RICERR
strategy, in order to continue to increase the sales proportion of BE - LAEERE S BEHEE R
high-efficiency fertiliser, further enhancing the profitability and #E—RMEEERBFEE A
market competitiveness of chemical fertiliser products. Besides, the MHFHEF N - I BERRAIH
Company has gradually increased the flexibility of its production “RER - —CHREPEEHNEE
lines following the commencement of operation of the new BREEERE  ARBIELRAT
projects for melamine, dimethyl ether and methanol etc., being EEZHTIEAETRE N - AT AR
capable to adjust the production structure in accordance with the {EREAE TE M2 Er BT e B
profitability of chemical fertiliser and chemical products, with an aim TR EmARE  RABEBME AR
to decrease the cyclical effects and increase the Group's profitability NAMTE  BAAREERZN G
and ability to withstand risks. A EREE T
(IV) PROPOSED FINAL DIVIDEND (v) ZEBRHRE

The Board recommended the payment of a final dividend of
RMBB8.49 cents per ordinary share for the year ended 31 December
2017 (the "Proposed Final Dividend”) (2016: RMB4.00 cents per
ordinary share) to the Shareholders whose names appear on the
register of members of the Company on 8 June 2018. The Proposed
Final Dividend is subject to the approval of the Shareholders at the
forthcoming AGM. The final dividend, if approved, is expected to be
paid on 26 June 2018.
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The translation of RMB into HKD for the purpose of dividend FABTIKNREMES - AR
payment in HKD is made at the rate of approximately RMB1.00 RO ANREE1.007T 512247 % T HY
= HKD1.2247, which is the official exchange rate of HKD against ERMELET  ZEXR/ES L
RMB as quoted on 16 March 2018 by The Hongkong and Shanghai BEERITERAAR-ZE—NF
Banking Corporation Limited. Therefore, based on the above ZATREBFRHmNABTEAREE
translation of the exchange rate, the dividend to be paid in HKD will R FH - BN EitEXRK
be HKDO0.103 per ordinary share. B BUBTERNORERTRE
FPR0.10378TT ©
(V) CLOSURE OF REGISTER OF MEMBERS (v) EERERONBFETFE
For the purpose of determining the entitlement to the Proposed RETHNEZRBREZERE
Final Dividend, the register of members of the Company will be RARAREHR-_FE—N\FARARAZE
closed from 6 June 2018 to 8 June 2018 (both days inclusive), —E-N\FXANB(EBEMKAKE
during which period no transfer of shares will be registered. In REN)EEHERRERD - i
order to be qualified for the Proposed Final Dividend, unregistered M T ERERMNBEEZLFE -
holders of shares of the Company should ensure that all completed REEEBWEEZRERE - K
transfer forms accompanied by the relevant share certificates are RAZ RELRMN 8 AEHERT
lodged with the Company's Hong Kong Share Transfer Agent and BHEZZBHEPREER A B
Branch Share Registrar, Tricor Investor Services Limited, at Level 22, Z EEBEBR-_ZT—NFEAHEH
Hopewell Centre, 183 Queen’s Road East, Hong Kong for registration TFOEE =+ 9 RIEARX AR RINE
no later than 4:30 p.m. on 5 June 2018. BROBPELESEREEFESFER
BRAR - MU ABEBEFKNER
183 5% & TR0 221 o
(VI) SUPPLEMENTARY INFORMATION (v ERES

1. RECONCILIATION BETWEEN SINGAPORE
FINANCIAL REPORTING STANDARDS (“SFRSs”) AND
INTERNATIONAL FINANCIAL REPORTING STANDARDS
(“IFRSs")

For the year ended 31 December 2017, there were no
material differences between the consolidated financial
statements of the Group prepared under SFRSs and IFRSs
(which include all IFRSs, IASs and Interpretations).

2. OPERATIONAL AND FINANCIAL RISKS

. IR RS A (T
o3 Bt 3 3R 5 22 A ) B2
P B 3% R 5 2 A ([ B0 B Bt
HmEER ) (UHER

BE-_T—tF+=-A
=t—HLEFE AEER
TR D03 B 75 e o E B Ko B
M B HREER(BERE
BRM B G ER - BRE
AREANRE) RENKS
MEHRGBEAER -

2. EERMBER

() MARKETRISK ) TEEE
The major market risks of the Group include changes AEEHEET SR
in the average selling prices of key products, changes BeErEEmTY
in the costs of raw materials (mainly coal) and SEEE EME(E
fluctuations in interest and exchange rates. TR K AZE R
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Management Discussion and Analysis
EEEN WD
(N COMMODITY PRICE RISK n EmERRRE
The Group is also exposed to commodity price NE&EE IR E e EE M
risk arising from fluctuations in the selling prices of BB RIRM B AR
products and costs of raw materials. BMELENEMER
N
(I INTEREST RATE RISK i  RMzEE
The major market interest rate risk that the Group AREAENERD
= 7 LA
is exposed to includes the Group's long-term debt iﬁ@%@m@%f%
obligations which are subject to floating interest BXFBFRTEN
rates. Egﬁ1§%7¥K% °©
(IV)  FOREIGN EXCHANGE RISK (V) SMERER
The Group's revenue and costs are primarily $%§E’\]Hﬁ)\{§i%$
denominated in RMB. Some costs may be %f\u\}\ﬁﬁgjr@\o
denominated in HKD, United States Dollars or S$. ﬁf 7 512]& F—{ AE IA 7?
T~ EITHCHT I T
FHE °
S 1 sk e
(V) INFLATION AND CURRENCY RISK V) BERREFRESR
According to the data released by the National Eﬁéigﬁziﬁf
Bureau of Statistics of China, the consumer price " A : i B
HrHEEMER

index of the PRC increased by approximately 1.6%
for the year ended 31 December 2017 as compared
with an increase of approximately 2.0% in 2016. Such
inflation in the PRC did not have a significant effect
on the Group's operating results.
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LIQUIDITY RISK

The Group monitors its risk exposure to shortage of
funds. The Group regularly reviews the maturity of
both its financial investments and financial assets
(e.g., trade receivables and other financial assets)
and the projected cash flows from operations. The
Group's objective is to maintain a balance between
continuity of funding and flexibility through the
use of bank overdrafts and bank loans. As at 31
December 2017, approximately RMB2,246 million (31
December 2016: RMB956 million), or approximately
39.3% (31 December 2016: 18.5%) of the Group's
debts will mature in less than one year based on the
carrying value of the borrowings reflected in the
financial statements.

REBE SR

AEBEZHESR
REE R - NEE T
MR EVBEER
TREE(HNES
FEU R IE R E S B
BE)NIBBRR
KR TR TERIIE &
ME - AEE/BIZ
EEBERERTEX
NIRITER A
THENEEE R
HF&E - P _T—+
F+-A=+—8"
RIER T EREAFT
REEEROEM®
B AEBEGEBFL
A R ¥ 2,246,000,000
T(ZE—RE+=
A=+—H: AR
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#9393%( = & — X
F+-A=+—8:
185%) & —F A EF|
/Hﬂ o

o

HECEY —T—t+FFR 27



N O ORI AN NN AN AN ON AN AN A ON O ON
(XXX XD k,,)&, ) XD k,)& A\ ,)&, )< XD k,)&,,) AT CAI AT EAX D UEATEAI AT A UAT A

Management Discussion and Analysis
EEEWED

(VI)  GEARING RISK

The Group monitors its capital ratios in order to

support its business and maximise shareholders’

value. The Group manages its capital structure
and makes adjustments to it, in light of changes
in economic conditions. To maintain or adjust the
capital structure, the Group may raise new debt or
issue new shares. No changes were made in the
objectives, policies or processes for managing capital
during the years ended 31 December 2017 and 2016
The gearing ratio of the Group (calculated as net
debt divided by the aggregate of total capital and
net debt) increased from approximately 71.16% as at
31 December 2016 to approximately 71.34% as at 31
December 2017

CONTINGENT LIABILITIES

As at 31 December 2017, the Group had no material
contingent liabilities (2016: Nil).

MATERIAL LITIGATION AND ARBITRATION

As at 31 December 2017, the Group was not involved in any
litigation or arbitration.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2017, there were 6,119 (2016: 6,542)
employees in the Group. Staff remuneration packages are
determined in consideration of market conditions and the
performance of the individuals concerned, and are subject
to review from time to time. The Group also provides other
staff benefits including medical and life insurance, and
grants discretionary incentive bonuses to eligible staff based
on their performance and contributions to the Group.
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Directors, Senior Management and Company Secretaries

EE  SHEEERQAIMNE

BOARD
EXECUTIVE DIRECTORS
MR. LIU XINGXU CHAIRMAN OF THE BOARD

Aged 63, is principally in charge of overall strategic planning and business
development of the Group. Mr. Liu was appointed as an executive Director
on 26 July 2006. He is also a member of the NC. Mr. Liu has over 20 years
of experience in the chemical fertiliser industry. He is currently the expert
consultant of the Advisory Committee of China Nitrogen Fertiliser Industry
Association. Mr. Liu was appointed the factory head of Xinxiang Fertiliser
Factory, a state-owned enterprise, in charge of factory operations in 1994
and then became the chairman and the general manager of XLX Chem
from July 2003 to July 2006. He was the general manager of Henan XLX
from July 2006 to April 2016, and has also been the chairman of Henan XLX
since July 2006. In February 2003, Mr. Liu was awarded the “Provincial Safe
Production Advanced Worker” by Safe Production Committee of Henan
Province and Personnel Bureau of Henan Province for his outstanding
performance in safety work. In April 2004, he was awarded the "Henan
Province Labour Model (Advanced Worker)” and in 2005, he was awarded
the Henan Province Outstanding Private Enterprise Entrepreneur” by
the People’s Government of Henan Province. He was also the winner of
"National Labour Day Medal” in 2009 issued by All China Federation of Trade
Unions, and was awarded the “China Petroleum & Chemical Outstanding
Private Enterprises Entrepreneurs Innovation Award” in May 2014. He was
awarded the "Henan Economic Celebrity of the year 2014" and “Model
Worker of China”in 2015, and also the "Most Excellent Citizen in Xinxiang”
in 2017. Mr. Liu graduated from Xinxiang Broadcasting and Television
University in July 1986 with a Diploma in Arts. In 2006, he completed EDP
(Executive Development Program) from Guanghua School of Management,
Peking University. In 2010, Mr. Liu was awarded the qualification of “Senior
Economist” by the People’s Government of Henan Province and the EMBA
degree from Tsinghua University. Mr. Liu is the controlling shareholder and a
director of Pioneer Top Holdings Limited, a substantial Shareholder.
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Dlrectors, Senior Management and Company Secretaries

BEE  EREHEHERATWE

MR. ZHANG QINGJIN CHIEF EXECUTIVE OFFICER RESELE ARYTE

Aged 51, is principally in charge of overall management and day-to-day S1pkc TERREASEERRBEENATE

business operations of the Group. Mr. Zhang was appointed as an executive TEHE & - 955'&955’\_§ AF=A=++t

Director on 27 March 2015. Mr. Zhang was the deputy general manager HEZERMITEF  REEN_ZZE

of Henan XLX from November 2006 to July 2011, and was the executive
deputy general manager of Henan XLX from July 2011 to April 2016, and
then he has become the general manager of Henan XLX since April 2016.
He has over 20 years of experience in the chemical fertiliser industry. He is
currently the vice chairman of China Nitrogen Fertiliser Industry Association.
Mr. Zhang joined Xinxiang Fertiliser Factory in July 1987 and held various
positions, including unit head of equipment and facility department, unit
head of production and technical department, section head of equipment
and facility upgrade and department head of technical upgrade in Xinxiang
Fertiliser Factory. Mr. Zhang was appointed as the manager of the technical
centre of XLX Chem from August 2003 to July 2006. He was also the
manager of the technical centre of Henan XLX from July 2006 to November
2006. Mr. Zhang graduated from Zhengzhou Engineering College (currently
known as “Zhengzhou University”) in July 1987 with a diploma in chemical
equipment, and obtained the EMBA degree from Tsinghua University in
20009.

MS. YAN YUNHUA CHIEF FINANCIAL OFFICER

Aged 47, is principally in charge of all financial matters within the Group.
Ms. Yan was appointed as an executive Director on 10 November 2006. Ms.
Yan obtained the “Accountant” certification from the Ministry of Finance
of the PRC in May 1997. She graduated from Xi‘an Jiaotong University
in July 2003 with a degree in accountancy and obtained the “Senior
Accountant” certification from Henan Province Accountant Series Senior
Assessment Committee in December 2005. Ms. Yan obtained the EMBA
(Executive Master of Business Administration) degree from Guanghua
School of Management, Peking University in July 2009. Ms. Yan has 20 years
of accounting and finance experience. Ms. Yan is currently the executive
chairman of the Finance Research Committee of China Nitrogen Fertiliser
Industry Association and the vice chairman of Henan Provincial Association
of CFO. She joined Xinxiang Fertiliser Factory in December 1997 and held
various positions in Xinxiang Fertiliser Factory, including the deputy head
of finance division and the deputy chief accountant. She was also the chief
accountant in charge of finance of XLX Chem from 2003 to July 2006. She
was the deputy general manager of Henan XLX from July 2006 to April
2016, and has become the vice chairman of Henan XLX since April 2016. Ms.
Yan was awarded the "Accountants Contribution Award”in the PRC in 2008,
“Advanced Worker in Accounting of Henan Province”in 2009, and “Labour
Day Medal of Henan Province”in 2015. Ms. Yan is the controlling shareholder
and a director of Go Power Investments Limited, a substantial Shareholder.
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NON-EXECUTIVE DIRECTOR
MR. LIAN JIE

Aged 43, has been appointed as a non-executive Director since 21
December 2011. Mr. Lian has been appointed as an independent non-
executive director of Bosideng International Holdings Limited and Stella
International Holdings Limited since 10 July 2013 and 1 February 2017, both
companies are listed on the SEHK; and has been appointed as the president
and deputy general manager of Perfect World Co., Ltd. (a company listed
on the Shenzhen Stock Exchange) since 25 August and 22 September 2016.
He was also an independent director of Bona Film Group Limited (delisted
from NASDAQ Stock Market with effect from 8 April 2016). He resigned as
a partner of Primavera Capital Group (a private equity fund which focuses
on China) on 22 September 2016, and has served as a senior advisor to
Primavera Capital Group with effect from the same date. From 2009 to
2010, Mr. Lian served as a managing director of Hong Kong Investment
Banking, China International Capital Corporation Limited, before which he
held various positions in The Goldman Sachs Group, Inc., including as a
managing director of Hong Kong Investment Banking Division during 2001
to 2009. Mr. Lian owns a Master of Business Administration degree of Tuck
School of Business at Dartmouth College. Nitro Capital Limited (a holder of
the RMB denominated bonds due in 2018 issued by the Company) is wholly
owned by Primavera Capital (Cayman) Fund | L.P, which in turn is within
Primavera Capital Group.
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EE  SHEEERQAUE

INDEPENDENT NON-EXECUTIVE DIRECTORS
MR. ONG KIAN GUAN

Aged 50, has been appointed as an independent non-executive Director
since 11 May 2007. He is also the chairman of the AC and a member of both
the RC and the NC. He is a practising member and a fellow of the Institute
of Singapore Chartered Accountants, and also a partner of Baker Tilly TFW
LLP. He has more than 20 years of professional experience in financial audits
of multinational corporations and public listed companies from diverse
industries. He is currently the independent director of Alliance Mineral
Assets Limited and Serrano Limited (both companies are listed on the SGX-
ST), and also the lead independent director of Weiye Holdings Limited
(a company listed on both the SGX-ST and the Main Board of SEHK). In
addition, he has been appointed as the independent non-executive director
of RMH Holdings Limited and IAG Holdings Limited (both companies are
listed on the GEM of SEHK) since 22 September 2017 and 19 December
2017 respectively. He graduated from the Nanyang Technological University
in Singapore with a Bachelor of Accountancy degree in May 1992.

MR. LI SHENGXIAO

Aged 55, has been appointed as an independent non-executive Director
since 11 May 2007. He is also the chairman of the NC and a member of
both the AC and the RC. Mr. Li has been a professor in Shaoxing University
since 2004, and is currently the Head of Regional Development Research
Centre in Shaoxing University. He has been the instructor of establishment
of small and medium enterprises in Zhejiang Province, Small and Medium
Enterprises Bureau in Zhejiang Province since 2006. Mr. Li has been
appointed as an independent director of Bank of Shaoxing Co., Ltd. since
November 2013. Mr. Li is also an independent director of Anhui Jiangnan
Chemical Industry Co, Ltd. (a company listed on the Shenzhen Stock
Exchange) and Zhejiang China Light & Textile Industrial City Group Co,, Ltd
(a company listed on the Shanghai Stock Exchange). Mr. Li graduated from
Hangzhou University (currently known as "Zhejiang University”) in July 1987
with a graduation certificate in politics. He then obtained a master’s degree
in law from Hangzhou University in July 1990. He was awarded the "high
school outstanding youth teacher of Zhejiang Province”in September 1991.
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MR. ONG WEI JIN

Aged 51, has been appointed as an independent non-executive Director
since 11 May 2007. He is also the chairman of the RC and a member of
both the AC and the NC. He is a partner in Harry Elias Partnership LLP (a
Singapore law firm). He is currently an independent director of Luzhou
Bio-chem Technology Limited and CFM Holdings Limited, and also a non-
executive director of Camsing Healthcare Limited (formerly known as
Jacks International Limited), all these companies are listed on the SGX-
ST. He obtained a Bachelor of Laws degree from the National University
of Singapore in 1990, a Master of Business Administration degree from
University of Hull in 1993, and a Master of Laws degree from the National
University of Singapore in 1995.

SENIOR MANAGEMENT
MR. LIYUSHUN

Aged 57, is the deputy general manager in charge of the research and
development department of Henan XLX since 31 July 2006. Mr. Li has
more than 30 years of experience in the chemical fertiliser industry. He
joined Xinxiang Fertiliser Factory in August 1982 and was appointed as the
deputy factory head of Xinxiang Fertiliser Factory in 1993. Mr. Li was the
deputy general manager of XLX Chem from August 2003 to July 2006. Mr.
Li graduated from Zhengzhou Engineering College (currently known as
Zhengzhou University) in July 1982 with a major in chemical technology. In
2004, he was awarded “First in Third Prize for Adopting the Improved Water
Solution Full Circulation Method Urea Technology to Expand Production
and Reduce Wastage” by the People’s Government of Xinxiang. In
November 2006, he was awarded the “Second Prize in Integrated Treatment
and Environmental Protection Project for Zero Discharge of Waste Water
Produced in the Production of Nitrogen Fertiliser” by China Nitrogen
Fertiliser Industry Association. He was recognised as a “Model Worker of
Hehan Province”in April 2014.
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MR. WANG NAIREN

Aged 54, is the deputy general manager in charge of the sales and
purchasing of Henan XLX since 31 July 2006. He has more than 20 years of
experience in the chemical fertiliser industry. He held various positions in
Xinxiang Fertiliser Factory, including the office head of nitrogen fertiliser
plant and the deputy head and assistant to head of Xinxiang Fertiliser
Factory from March 1993. Mr. Wang was the deputy general manager of
sales and marketing department of XLX Chem from August 2003 to July
2006. Mr. Wang obtained a certificate of completion in master’s course of
business administration from Tianjin Institute of Finance and Economics
(currently known as Tianjin University of Finance and Economics) in June
2002.

MR. ZHAO LIANZI

Aged 55, is the deputy general manager in charge of the strategy and
logistics department of Henan XLX since February 2012. He has almost
20 years of experience in the chemical fertiliser industry. He held various
positions in the Group, including the deputy head of Xinxiang Fertiliser
Factory from February 1999 to August 2000. He was the general manager
of JAEFTFTEPER AN EBR A A from August 2000 to December 2003,
the general manager of JAIF/LMEMEEBR A GHEEES A F] from
December 2003 to July 2010, and the assistant to general manager of
Henan XLX from July 2010 to February 2012. Mr. Zhao obtained a certificate
of completion in master’s course of business administration from Tianjin
Institute of Finance and Economics (currently known as Tianjin University of
Finance and Economics) in June 2002. In 2007, he completed EDP (Executive
Development Program) from Guanghua School of Management, Peking
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MR. WANG PINGBIAO EFREE

Aged 47, is the deputy general manager in charge of the production — 475% ' BEZZE—XRXFHWHAZ ‘f‘jl A H

department of Henan XLX since 29 April 2016. Mr. Wang has more than 20
years of experience in the chemical fertiliser industry. He joined Xinxiang
Fertiliser Factory in July 1992 and held various positions, including the
deputy director of technical transformation of Xinxiang Fertiliser Factory
and the deputy head of nitrogen fertiliser plant. He was the head of JAl g
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DELMEEBR AR =5 AF] from January 2005 to September 2008, REZZZE N\FNAMEEEEAEOELL
the head of JA]F/LMEIMEEBR AT =2 from September 2008 to ﬂZHEﬁﬁE A-HRallE  —TZENF
January 2010 and the head of A B MNEMMEIEER AR H A7 since  NAZEZZE-FTF—A I_Iu:l"EE/—JEEJ/L\L/L:\/ft
October 2010. Mr. Wang graduated from Zhengzhou Engineerlng College  MEBRR _’\Jﬁﬁlﬁﬁﬁ ?E‘Hﬁ
(currently known as Zhengzhou University) with a tertiary certificate in ﬁﬂﬁﬁﬂﬁ/uL/UfbﬂEﬁﬁﬁ utfa /N

June 1992, and obtained a master degree in Executive Master of Business
Administration from Tsinghua University in 2008.
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JOINT COMPANY SECRETARIES
MS. SO YEE KWAN

Aged 36, was appointed as a joint company secretary of the Company
since 6 March 2018. Ms. So is a manager of Corporate Services of Tricor
Services Limited (a global professional services provider specializing in
integrated business, corporate and investor services). She has extensive
experience in a diversified range of corporate services and has been
providing professional secretarial services to many companies listed on the
SEHK for the past 13 years. Ms. So is a Chartered Secretary and an Associate
of both The Hong Kong Institute of Chartered Secretaries and The Institute
of Chartered Secretaries and Administrators in the United Kingdom. Ms. So
received a Bachelor's degree in International Business Management from
Oxford Brookes University in the United Kingdom and a Master of Arts in
Professional Accounting and Information Systems from City University of
Hong Kong.

MS. CHEOK HUI YEE

Aged 32, was appointed as a joint company secretary of the Company
since 6 March 2018. Ms. Cheok is a manager of Tricor Evatthouse Corporate
Services, a division of Tricor Singapore Pte. Ltd. (a leading provider of
integrated business, corporate and investor services in Singapore). She has
over 9 years of experience in corporate secretarial practice in Singapore. Her
area of exposure includes advisory and assistance in compliance matters
of public and private limited companies in Singapore, foreign companies
registered in Singapore as well as offshore incorporated companies. She is
currently the appointed company secretary of several public companies
listed on the SGX-ST. Ms. Cheok is a Practising Chartered Secretary and an
Associate of The Chartered Secretaries Institute of Singapore. Ms. Cheok
received a Bachelor’s Degree (Honours) in Commerce from Liverpool John
Moores University in the United Kingdom.
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Investor Relations
REEBE

During 2017, the Company continued to strengthen its efforts in
maintaining investor relations, and capital market recommendation and
media promotion became the main focus for work promotion, so as to
truly serve as a bridge for effective communication between the Company
and the capital market. The Company also listens attentively to various
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suggestions and proposals from the capital market with regard to the ~ RAHEHR AR RKEERE FHERNE
Company’s operations and management in a proactive, sincere and humble & TEHEBLENTERARANELEEER
manner, so as to optimise the Company’s operational management quality, & @ B O AR AR BT g HHERRE
enhance the Company's profitability and Shareholders value and maximise 1B * HERIRR Fz=mam ALt ©

their interests.

TIMELY, RIGHTEOUS, FAIR AND ACCURATE INFORMATION
DISCLOSURE

The Company has been in strict compliance with the information disclosure
principles for listed companies by making timely, righteous, fair and
accurate information disclosure, which improve the transparency of the
Company, moreover, establish a smooth communication channel and
enhance its interaction and communication with the capital market. In
2017, the Company published 48 documents on SEHK's website. Such
publications have objectively and comprehensively disclosed information
regarding the results, operating performance, financial information,
dividend payment, poll results of shareholder meetings and certain other
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voluntary disclosures. The Company’s website (www.chinaxix.com.hk) isalso ~ com.hk) TRE R FME ERBEHNEZEHCRE
an important channel for its information disclosure and important platiorm < — ' iR EEER AR FEENEE
for investors to obtain information on the Company. FE o

MULTIPLE-CHANNEL, COMPREHENSIVE INVESTOR ZRE 2HFUBARREEHRE
RELATIONS ACTIVITIES )

The Company continued to conduct comprehensive communication with RATBERBEERME  BEHENS
capital market through various communication channels including results 8/~ —¥—REEZ &R REEH®RIE

announcement conference, roadshow activities, one-on-one investor

RABEEHEVAZRE 2T UEE

meetings, investor forums and reverse roadshow activities, communicating AT ER  MEREATISERERNRDT
its development philosophy and strategies, growth progress and latest HEIERE - BRIES BREEUALEK

updates and results on operation and management, and sharing its
understanding and expectation on the industry and the market. Further,
the Company also developed various user-friendly promotion and
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communication platforms such as website, WeChat public platforms and Zlﬂiiﬁ MEARFEZEN  RBRE
other formats, with their contents covering corporate news, important NEIFE BEARE - KRABIBEATISH
announcements, updates of the Company’s capital market, media report,  R& » BEE¥RIE « DITMMREBREF -

and analyst's report.

36 China XLX 2017 Annual Report



Meanwhile, according to the needs and styles of analysts and different
investors, the Company flexibly and proactively arranged corporate senior
management to participate in various investor relations activities. During
2017, the Company’s senior management including the Chairman of the
Board and the Chief Financial Officer participated in plenty of investor
activities to fully communicate with the capital market, which realised
multi-channelled communications. In 2017, besides holding press
conferences after interim and annual results announcements, the Company
also attended various investor forums organised by a number of investment
banks and funds, conducted one-on-one meetings and conference calls
regularly, and made interactive communication with around 500 investors

and analysts throughout the year. We attach great importance to investors’

onsite visits, and arranged over thirty plant visits to the headquarter of the
Group in 2017, meanwhile, the Company organised large-scale reverse
roadshow activities in the second half of 2017, more than thirty investors
visited the Group's headquarter and Xinjiang base, so as to further give
investors and analysts a better idea of the business and operations of the
Group.

STEADY AND CONTINUOUS SHAREHOLDER RETURNS

The Company attaches great importance to the Shareholders' views on its
dividend payout. The Company determines its dividend payout every year
with reference to the Company’s financial status, long-term development
needs and potential investment opportunities. When the Company was
listed on the SGX-ST in 2007, we promised to the Shareholders that our
dividend payout ratio for each of the 3 years from 2007 to 2009 would not
be less than 20% of our net profit after tax, and we have kept our promises.
After the period of promise, we have kept the dividend payout ratio at 20%
or above for eleven consecutive years.
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The situation of the Company’s dividend payment since listing
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Corporate Governance Report
EERRE
CORPORATE GOVERNANCE PRACTICES TEERER
The Company is committed to achieving and maintaining a high standard N2 BB E S| WA s /K ERN R EE R

of corporate governance principles and processes in managing the
business and affairs, so as to improve the performance, accountability,
and transparency of the Group. The Board sets appropriate policies and
implements corporate governance practices appropriate to the conduct
and growth of the Group's business.

The Company has applied the principles as set out in the Corporate
Governance Code (the “CG Code") contained in Appendix 14 to the Listing
Rules.

During the year ended 31 December 2017, the Board has reviewed its
corporate governance practices and considers that the Company has
complied with all the code provisions as set out in the CG Code. Key
corporate governance principles and practices of the Company are
summarised below.

A THE BOARD

A1.  RESPONSIBILITIES AND DELEGATION

The primary role of the Board is taking leadership and
control of the Company to protect and enhance long-term
Shareholders’ value. It sets the corporate strategies of the
Group, and sets directions and goals for the management.
The Board also supervises the management and monitors

performance of these goals to enhance Shareholders’

value. The Board is responsible for the overall corporate
governance of the Group.

The day-to-day management, administration and operation
of the Group are delegated to the executive Directors and
the management. Each executive Director has accumulated
sufficient and valuable experience to hold his/her position
in order to ensure that his/her fiduciary duties can be carried
out in an effective and efficient manner.
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The Board has established an internal framework to ensure
that the type of material transactions which requires Board’s
approval is consistently applied throughout the Group.
Matters requiring Board's approval include:

Overall Group business and budget strategy
ii. Capital expenditures, investments or divestments
exceeding certain material limits

iii. All capital-related matters including capital issuance
and redemption

iv. Significant policies governing the operations of the
Company

V. Corporate strategic development and restructuring

Vi. Risk management strategy

Vii. Any major corporate activities involving changes in

Shareholders'rights and risk profile

Regular meetings of the Board are held to deliberate the
strategic policies of the Company including significant
acquisitions and disposals, review and approve annual
budgets, review the performance of the business and
approve the public release of periodic financial results.

All Directors are from time to time furnished with
information concerning the Company to enable them to be
fully cognizant of the decisions and actions of the Company’s
executive management. The Board has unrestricted access
to the Company’s records and information. Any Director may
request for independent professional advice in appropriate
circumstances at the Company’s expense, upon reasonable
request made to the Board.
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Senior management members are available to provide
explanatory information in the form of briefings to the
Directors or formal presentations at Board meetings, or by
external consultants engaged on specific projects.

The Board has formed specialised committees namely the
AC, the RC and the NC (collectively the “Committees”)
to assist in carrying out and discharging its duties and
responsibilities efficiently and effectively. The Committees
function within clearly defined terms of references and
operating procedures, which are reviewed on a regular
basis. The effectiveness of each of the Committees is also
constantly reviewed by the Board.

The company secretary(ies) of the Company (the “Company
Secretary(ies)”) and/or his/her representative(s) attend(s)
all Board meetings and meetings of the Committees to
ensure that Board procedures are followed and applicable
rules and regulations are complied with. Draft minutes of
meetings of the Board and the Committees are circulated to
Directors and the Committees members, as the case may be,
for comments within a reasonable time after each meeting
and the final version of minutes are available for Directors’
inspection.
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A2.

BOARD COMPOSITION

During the year ended 31 December 2017, there was no
change in the Directors and the composition of the Board is
as follows:

Executive Directors:

Mr. Liu Xingxu (Chairman of the Board and
Member of the NC)

Mr. Zhang Qingjin (Chief Executive Officer)

Ms. Yan Yunhua (Chief Financial Officer)

Non-executive Director:
Mr. Lian Jie

Independent Non-executive Directors:
Mr. Ong Kian Guan (Chairman of the AC, Member of
the RC and the NC)

(Chairman of the NC, Member of
the AC and the RC)

Mr. Li Shengxiao

Mr. Ong Wei Jin (Chairman of the RC, Member of

the AC and the NC)

Throughout the year ended 31 December 2017, the Board
has met the requirements of Listing Rules 3.10 and 3.10A
of having three independent non-executive Directors
(representing at least one-third of the Board) with one of
them possessing appropriate professional qualifications,
accounting and related financial management expertise.
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The Board has maintained the necessary balance of skills and
experience appropriate for the business requirements and
objectives of the Group and for the exercise of independent
judgement. The independent non-executive Directors
bring different business and financial expertise, experiences
and independent judgement to the Board and they are
invited to serve on the Committees. Through participation
in Board meetings, taking the lead in managing issues
involving potential conflicts of interests and/or serving on
the Committees, the independent non-executive Directors
have made contributions to the effective direction of the
Company and provided adequate checks and balances
to safeguard the interests of both the Group and the
Shareholders.

The biographical details of the Directors and the relationship
between Board members, if any, are set out in the section
headed “Directors, Senior Management and Company
Secretaries” of this annual report.

The Company has received written annual confirmation
from each independent non-executive Director of his
independence pursuant to the requirements of the Listing
Rules. The Company considers all independent non-
executive Directors to be independent in light of the
independence guidelines set out in the Listing Rules.
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A3.

A4.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Company supports the division of responsibility
between the Chairman of the Board and the Chief Executive
Officer of the Company in order to ensure a balance of
power and authority and preserve a balanced judgement of
views. Currently, Mr. Liu Xingxu is the Chairman of the Board,
focusing on the overall strategic planning and business
development of the Group; whereas Mr. Zhang Qingjin is the
Chief Executive Officer of the Company, taking care of the
overall management and day-to-day business operations
of the Group. Such separation of the roles and duties of
Chairman and Chief Executive Officer would enable timely
management of the Group's affairs and further reinforce the
Group's development.

In addition, the Directors are of the view that the balanced
composition of executive Directors and non-executive
Directors (including independent non-executive Directors)
on the Board and the existence of AC, RC and NC (comprising
all or a majority of independent non-executive Directors) in
overseeing different aspects of the Company’s affairs would
help to maintain the balance of power and authority.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

The procedures and processes of appointment and removal
of Directors are laid down in the Constitution.

Each of the executive Directors has entered into a service
contract with the Company, whereas the Company has
issued a letter of appointment to each of the independent
non-executive Directors and the non-executive Director. All
Directors are appointed for a specific term of 3 years. They
are also subject to retirement and re-election in accordance
with the Constitution at least once every three years at an
AGM.
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AS.

Pursuant to the Constitution, Mr. Zhang Qingjin, Mr. Li
Shengxiao and Mr. Ong Wei Jin, being the number nearest to
but not less than one-third of the Directors who are subject
to retirement by rotation, shall retire by rotation at the 2018
AGM. The above three retiring Directors, being eligible,
will offer themselves for re-election at the 2018 AGM. The
Board recommended the re-appointment of these retiring
Directors standing for re-election at the 2018 AGM. The
Company’s circular, sent together with this annual report,
contains detailed information of these retiring Directors
pursuant to the requirements of the Listing Rules.

INDUCTION AND CONTINUING DEVELOPMENT FOR
DIRECTORS

Each newly appointed Director receives induction on the
first occasion of his/her appointment, so as to ensure that
he/she has appropriate understanding of the business and
operations of the Group and that he/she is sufficiently aware
of his/her responsibilities and obligations under the Listing
Rules and relevant regulatory requirements.

The existing Directors are continually updated with legal
and regulatory developments, and the business and market
changes to refresh their knowledge and to facilitate the
discharge of their responsibilities. Continuing briefings
and professional development to Directors are arranged
whenever necessary. In addition, reading materials on new
or changes to salient laws and regulations applicable to the
Group are provided to Directors from time to time for their
studying and reference.
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During the year ended 31 December 2017, the Directors
have participated training as follows:

All Directors (being Mr. Liu Xingxu, Mr. Zhang Qingjin,
Ms. Yan Yunhua, Mr. Lian Jie, Mr. Ong Kian Guan, Mr.
Li Shengxiao and Mr. Ong Wei Jin) received regular
briefings and updates from the Company Secretaries/
Company’s management on the Group's business,
operations and corporate governance matters.

Mr. Ong Kian Guan attended relevant seminars
organised by professional firms/institutions.

Mr. Liu Xingxu, Mr. Zhang Qingjin, Ms. Yan Yunhua
and Mr. Li Shengxiao read technical bulletins,
periodicals and other publications on subjects
relevant to the Group and on their responsibilities
and obligations under the Listing Rules and relevant
regulatory requirements.
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A6.  DIRECTORS ATTENDANCE RECORDS A6. EHEBHFECH
The attendance records of each Director at the meetings BEEEREBE_ZT—tF
of the Board and the Committees and the general meeting TZA=T—BLEFEAR
of the Company held during the year ended 31 December ARITNESEE%  £8
2017 are set out below: FEERBRRARAEHLERL
SREINT
Attendance of Meetings
BELRERY
Remuneration Nomination  Annual General
Board  Audit Committee Committee Committee Meeting
Ezg ENZEE FMzEE R%ZEE®  KRBEFAE
No. of Meetings Held 7 4 1 1 1
- Ve
Name of Director
EEp?
Executive Directors: HiTEE .
Mr.Liu Xingxu BEBEE 7 NATNER NATER 1 1
Mr. Zhang Qingjin RESEE 7 NATER NATER NATER 1
Ms. Yan Yunhua BRELt 7 NATER N/ATER /AT 1
Non-executive Director: FHITEE
Mr.Lian Ji R2%HE 0 NAER NATER N/AER 0
Independent non-executive Directors: BV FHTEE -
Mr. Ong Kian Guan TRREE 7 4 1 1 1
Mr. i Shengxiao TEREE 7 4 1 1 1
Mr. Ong Wei Jin TACRE 7 4 1 1 1
In addition, the Chairman of the Board held a meeting AN s REIBEFER > EFE
with the independent non-executive Directors without FREEE Y ERMITESFRIT
the presence of executive Directors during the year under T /'K’SE% C ' LW EEAT
review. BEIE
While the Board considers Directors’ attendance at the HAEETGRRESFLHFE
meetings of the Board and the Committees to be important, $ MEZEEgNgRRE
it should not be the only criterion to measure the Directors’ T EETEEEHEESRE

contributions. The Board also takes into account the
contributions by Board members in other forms including
periodical reviews, and provision of guidance and advice on
various matters relating to the Group.
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A7.

A8.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as its own code
of conduct regarding Directors' dealings in the Company’s
securities. The Company has made specific enquiry of all
the Directors, and the Directors confirmed that they have
complied with the Model Code throughout the year ended
31 December 2017

The Company has also established written guidelines on no
less exacting terms than the Model Code (the "Employees
Written Guidelines”), governing securities transactions
by the relevant employees who are likely to possess inside
information of the Company and/or its securities. No incident
of non-compliance of the Employees Written Guidelines by
relevant employees was noted by the Company during the
year ended 31 December 2017

In case when the Company is aware of any restricted period
for dealings in the Company’s securities, the Company will
notify the Directors and relevant employees in advance.

CORPORATE GOVERNANCE FUNCTIONS

The Board as a whole is responsible for performing the
corporate governance functions set out in the code
provision D.3.1 of the CG Code. The Board has reviewed and
monitored the Company’s corporate governance policies
and practices, the training and continuous professional
development of Directors and senior management, the
Company'’s policies and practices on compliance with
legal and regulatory requirements, the compliance of the
Model Code and the Employees Written Guidelines, and the
Company’s compliance with the CG Code and disclosure in
this Corporate Governance Report.

A7.

A8.

ETESFR S NEESTE

RABERMIZETRI - 1F
REABESTETARAE
%E%%ﬁ%?%o$ﬁﬂ
ERMBESFELHARS
ﬁ'%%ﬁ%ﬂ%@i_%
—tEF+tZA=+—HL#F
EA—EHEBTEESTA -

RARNMEREEFBESR
(RER L ERBBAN AR A
R/SHEFBHONEEE)E
TEFBEEHF —EEmIE
aﬁﬁaéﬁhﬂn H %
ITKH <F B AT & 5 T
RZ-HE 2 +FE+Z
H:+ E¢¢§’$Qﬂ
TEZERFBEEREMAT
EBPEESEMEIESINEMS -

WERAANBTMEEIREBE
BEANBEFRGIE - &K
NEREEEBNESERE
HES -

EEERHRE

ESERBAERTTLES
JASFRIA)SFBIMESCE D31 1K
HIMTEERBE -ES
SR RERAAAMNDE
ERHERER EERS
REBEMNB)MFEZFE
BR - ARRBRETEER
t%ﬁi%ﬁ”&ﬁﬁ =
SFHIREEEZmIESI ME
5 M&$ BIMTEER
SRR A EERRE NN
WEERAEST -

fEOED — T tFFER 47



)RR ) CR) ) O O ) CRO) ) CR0) O ) CR0) ) C0) X)) O Cx) () C0) €
NN NN TN NN AN TN TN /N AN N TN TN 0N AN N TN 7O 0
(X)X IUX I AT X I CX DA T A IR I AT UK IR I AT UKD AR DX DX AT XD XD XA

Corporate Governance Report

TEERRSE

B.  BOARD COMMITTEES B. EZZXg8ZE®T

The Board has established three Board committees, namely, the
AC, the RC and the NC, for overseeing particular aspects of the
Company’s affairs. All the Committees have been established
with defined written terms of reference, which are available on
the websites of the SEHK (www.hkexnews.hk) and the Company
(www.chinaxlx.com.hk). All the Committees should report to the
Board on their decisions or recommendations made.

All the Committees are provided with sufficient resources to
discharge their duties and, upon reasonable request, are able to
seek independent professional advice in appropriate circumstances,
at the Company’s expenses.

B1.  AUDIT COMMITTEE

The AC comprises a total of three members, being the three
existing independent non-executive Directors, namely Mr.
Ong Kian Guan, Mr. Li Shengxiao and Mr. Ong Wei Jin. The
chairman of the AC is Mr. Ong Kian Guan, who possesses
the appropriate professional qualifications, accounting and
related financial management expertise as required under
Rule 3.10(2) of the Listing Rules. None of the members of the
AC is a former partner of the Company’s existing external
auditor.

The main duties of the AC are reviewing the financial
information and reports of the Group and considering any
significant or unusual items raised by the financial officers
of the Group or the external auditor before submission to
the Board; reviewing the relationship with and the terms
of appointment of the external auditor and making the
relevant recommendation to the Board; and reviewing the
Company’s financial reporting system, risk management and
internal control systems and internal audit function.
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The Company has in place a whistle-blowing policy for
employees of the Group to raise concerns about possible
improprieties in financial reporting, internal control or
other matters. The AC constantly receives updates from
the external auditor pertaining to the latest changes to the
accounting standards and issues which have a direct impact
on financial statements.

During the year ended 31 December 2017, the AC has held 4
meetings. Details of individual attendance of each member
at the meetings are set out in section A6 above. The AC has
performed the following major works during the year ended
31 December 2017

- Review and discussion of the annual financial
statements, results announcement and report for
the year ended 31 December 2016 together with
the Environmental, Social and Governance Report,
and the related accounting principles and practices
adopted by the Group;

- Review and discussion of the interim financial
statements, results announcement and report for
the six months ended 30 June 2017, and the related
accounting principles and practices adopted by the
Group;

- Review and discussion of the financial results for
the first quarter ended 31 March 2017 and the third
quarter ended 30 September 2017 respectively;

- Consideration and discussion of the major audit
findings (including Key Audit Matters) for the year
ended 31 December 2016 from the external auditor;
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- Consideration and discussion of the major internal - EREFARDAEE
audit issues for the year ended 31 December 2016 ZE-RF+ZA
and the six months ended 30 June 2017 respectively; =t+—HIEFERE
E-F—+FXH
=+HIERNEAZE
ENFEZEE

Review of the independence of the external auditor
and recommendation of its re-appointment for the
year ended 31 December 2017;

Review and discussion of the continuing connected
transactions for the year ended 31 December 2017,

Review and discussion of the effectiveness of the
financial reporting system, the risk management
and internal control systems and the internal audit
function;

Review of the arrangement of whistle-blowing
policy; and

Review and discussion of Ernst & Young LLP’s audit
plan for the year ended 31 December 2017.

During the year ended 31 December 2017, the external
auditor has met the AC twice and discussed with the AC on
issues arising from the audit and financial reporting matters.

The AC, having reviewed all non-audit services provided
by the external auditor of the Company, was satisfied that
the nature and extent of such services would not affect the
independence and objectivity of the external auditor. The
AC recommended that Ernst & Young LLP be nominated for
re-appointment as the Company’s external auditor at the
2018 AGM. There is no disagreement between the Board and
the AC regarding the selection, appointment, resignation or
dismissal of external auditor.
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B2.

REMUNERATION COMMITTEE

The RC comprises a total of three members, being the three
existing independent non-executive Directors, namely
Mr. Ong Kian Guan, Mr. Li Shengxiao and Mr. Ong Wei Jin.
The chairman of the RC is Mr. Ong Wei Jin. All aspects of
remuneration, including but not limited to Directors’ fees,
salaries, allowances, bonuses and benefits in kind, will be
covered by the RC. Each RC member will abstain from
voting on any resolution in respect of his own remuneration
package.

The principal responsibilities of the RC include reviewing and
making recommendations to the Board on the Company’s
remuneration policy and structure and the remuneration
packages of Directors and senior management (i.e. the
model described in the code provision B.1.2(c)(ii) of the CG
Code is adopted). The RC is also responsible for establishing
transparent procedures for developing such remuneration
policy and structure to ensure that no Director or any of
his/her associates will participate in deciding his/her own
remuneration, which remuneration will be determined
by the Board with reference to the performance of the
individual and the Company as well as the market practice
and conditions.

In setting remuneration packages, the RC will take into
consideration the pay and employment conditions in
comparable companies within the industry. The RC will
also review the remuneration packages of the independent
non-executive Directors and the non-executive Director to
ensure that they are commensurate with the contributions
and responsibilities of the Directors. Each of the executive
Directors entered into a service contract with the Company,
which covers each of their terms of employment. The
Company will submit the quantum of Directors’ fees of each
year to the Shareholders for approval at each AGM.
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During the year ended 31 December 2017, the RC has held REBEZE-_ZT—+tF+=A

1 meeting. Details of individual attendance of each member
at the meeting are set out in section A6 above. At the said
meeting, the RC: (i) reviewed the remuneration framework
for the Directors, key executive staff, top five highest paid
employees and employees who are immediate family
members of the Directors for the year ended 31 December
2016 and the remuneration proposal for the year ended 31
December 2017, by reference to the Group's performance
and profitability as well as the remuneration level of certain
listed corporations within the industry; and (ii) considered
and made recommendations to the Board on the terms in
the service contracts/appointment letters renewed with the
Directors.

Pursuant to the code provision B.1.5 of the CG Code,
the annual remuneration of the members of the senior
management by band for the year ended 31 December
2017 is set out below:

Remuneration band (RMB)

=t BIFE FWHEE
SRBRMINEH - T8
R E R FE 2 BE R
EXA6ET o R EMi & E
FMEEE : ((K2ELRE
EMEERE - BFlg
MERRNEFT ETRARNE
K - BgEE=Z—X
F+-_A=+—HILFEZ
B EETHRAE X
BEeHREERESTNERR
BOFHEBAREE T
—tF+-_A=1+—H8LF
EREMEZ : RiZERIL
MEEeREEHEEHES]
MZRBEN, BERZIE
Koo

R IR %5 A <F BIISF A& ST
FBISKE  BHE_Z—LF
+-A=+—RHIFESHK
EIBEN BN TFE FHILE
EE D& WT

Number of individuals

FsE (AR%T) AE
500,000-700,000 2
700,001-900,000 2

Details of the remuneration of each Director for the year
ended 31 December 2017 are set out in note 9 to the
financial statements contained in this annual report.
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B3.

NOMINATION COMMITTEE

The NC comprises a total of four members, being the
Chairman of the Board, namely Mr. Liu Xingxu, and the
three existing independent non-executive Directors, namely
Mr. Ong Kian Guan, Mr. Li Shengxiao and Mr. Ong Wei Jin.
Accordingly, a majority of the members are independent
non-executive Directors. The chairman of the NC is Mr. Li
Shengxiao.

The principal responsibilities of the NC include reviewing
the structure, size and composition (including the skills,
knowledge and experience) of the Board on an annual basis
and recommending any changes to the Board; identifying
qualified and suitable individuals to become Board
members and selecting and making recommendations
to the Board on the selection of individuals nominated for
directorships; assessing the independence of independent
non-executive Directors; and making recommendations to
the Board on relevant matters relating to the appointment
or reappointment of Directors and succession planning for
Directors.

The NC has established and implemented processes
including taking into consideration the attendance records
at the meetings of the Board and the Committees for
monitoring and evaluating the performance of the Board
as a whole and effectiveness and contribution of individual
Directors.

The Directors shall disclose to the Company details of
other significant offices held by them. Where a Director has
multiple directorships, the NC will evaluate whether or not
the Director is able to carry out and has been adequately
carrying out his/her duties as a Director. For the year ended
31 December 2017, the Board is satisfied that each Director
has allocated sufficient time and resources to the affairs of
the Company.
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In selecting suitable candidates for directorships of the
Company, the NC may make reference to certain criteria
such as the Company’s needs, the integrity, experience,
skills and professional knowledge of the candidate, and the
amount of time and effort that the candidate will devote
to discharge his/her duties and responsibilities. External
recruitment professionals might be engaged to carry out
selection process when necessary.

The Company also recognises and embraces the benefits
of having a diverse Board to enhance the quality of its
performance and hence the purpose of the Board diversity.
To comply with the code provision A.5.6 of the CG Code,
a Board diversity policy was adopted by the Company
pursuant to which the NC is responsible for monitoring the
implementation of the Board diversity policy and assessing
the Board composition under diversified perspectives
(including but not limited to gender, age, cultural and
educational background, professional qualifications, skills,
knowledge and industry and regional experience). The NC
shall report its findings and make recommendations to
the Board, if any. Such policy and objectives, if any, will be
reviewed from time to time to ensure their appropriateness
in determining the optimum composition of the Board.

The NC considered an appropriate balance of diversity
perspectives of the Board is maintained and has not set any
measurable objective implementing the Board diversity
policy.

During the year ended 31 December 2017, the NC has
held 1 meeting. Details of individual attendance of each
member at the meeting are set out in section A6 above.
At the said meeting, the NC: (i) reviewed the structure,
size and composition of the Board to ensure that it has a
balance of expertise, skills and experience appropriate to
the requirements for the business of the Group; (i) assessed
the independence of all the independent non-executive
Directors; and (iii) recommended the re-election of the
retiring Directors at the 2017 AGM.
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DIRECTORS’RESPONSIBILITIES FOR FINANCIAL REPORTING
IN RESPECT OF THE FINANCIAL STATEMENTS

The Board is accountable to the Shareholders and is mindful of
its obligations to furnish timely information and to ensure full
disclosure of material information to the Shareholders in compliance
with statutory requirements and the Listing Rules.

The Directors have acknowledged their responsibilities for preparing
the financial statements of the Company for the year ended 31
December 2017.

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, inside
information announcements and other disclosures required
under the Listing Rules and other regulatory requirements. The
management has provided such explanation and information to
the Board as necessary to enable the Board to make an informed
assessment of the financial information and position of the Group
and put forward to the Board for approval.

There are no material uncertainties relating to events or conditions
that may cast significant doubt on the Group's ability to continue as
a going concern.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Group's risk management and internal control systems have
a key role in the identification and management of risks that are
significant to the achievement of the Group’s business objectives.
The process of business risk management has been integrated
throughout the Group into business planning and monitoring
processes. The Company’s management continuously assesses the
likelihood of risk occurrence, provides treatment plans, monitors
the risk management progress, and reports to the AC and the Board
on all findings. The management would also report to the AC and
the Board on the effectiveness of the Group’s risk management and
internal control systems.
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The AC ensures that a review of the effectiveness of the Group's
risk management and internal control systems covering all material
internal controls (including financial, operational, compliance
and information technology controls), with respect to the design,
implementation and monitoring of such systems, is conducted
annually and put forward to the Board for consideration. In this
regard, the AC reviews the audit plans and the findings of the
external and internal auditors, and ensures that the Company will
follow up on the auditors' recommendations raised, if any, during
the audit process.

The Board acknowledges its responsibility for the Group's risk
management and internal control systems and reviewing their
effectiveness. Such systems are designed to manage rather than
eliminate the risk of failure to achieve business objectives, and
can only provide reasonable and not absolute assurance against
material misstatement or loss. The Board, with the assistance of
the management and the AC, has the overall responsibility for
evaluating and determining the nature and extent of the risks it
is willing to take in achieving the Company’s strategic objectives,
and establishing and maintaining appropriate and effective risk
management and internal control systems to safeguard the interests
of the Shareholders and the Group’s assets.

Based on the reports submitted by the external and internal
auditors and the various management controls put in place, the
Board has conducted a review of the effectiveness of the Group's
risk management and internal control systems for the year ended
31 December 2017. With the concurrence of the AC, the Board
considered that the Group's risk management and internal control
systems maintained by the management are effective and adequate
to address the financial, operational and compliance controls and
risk management of the Group throughout the year ended 31
December 2017.
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During the year ended 31 December 2017, the Board has also
received assurance from the Chief Executive Officer and Chief
Financial Officer of the Company that (i) the financial records have
been properly maintained and the financial statements give a true
and fair view of the Company/Group’s operation and finances; and (ii)
the Company/Group have put in place and will continue to maintain
reliable, comprehensive and sound systems of risk management,
internal control and corporate governance that will withstand the
scrutiny of any audit and review by the external auditor.

The Company has implemented control procedures throughout the
year ended 31 December 2017 to ensure that unauthorised access
and use of inside information are strictly prohibited.

INTERNAL AUDIT

The primary functions of the Company’s internal audit include
assessing if adequate internal control system is in place to protect
the funds and assets of the Group and to ensure compliance
with the internal control procedures; assessing if operation of
the business processes under review is conducted efficiently and
effectively; and identifying and recommending improvements to
the internal control procedures, where required.

The Board with the concurrence of the AC is satisfied with the
adequacy of resources, staff qualifications and experience,
training programmes and budget and effectiveness of the Group's
accounting, internal audit and financial reporting functions.
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F. COMPANY SECRETARIES F. NEME
During the year ended 31 December 2017, Mr. Teo Meng Keong HE_T—+tF+_-_A=+—H
of Tricor Singapore Pte. Ltd. and Ms. Soon Yuk Tai of Tricor Services IEFE - 5N EB AR 5 4 & 7 Tricor
Limited, both of which companies being external service providers, Singapore Pte. Ltd. F)gREAR L E N F
were engaged by the Company as its Joint Company Secretaries. TEEEBERRAFTNBEETET L
EEAARZEAEBFE ARWE -
Subsequent to the year end and as detailed in the Company’s FRIE LI T)EBEE B R P R AN A A
announcements dated 25 January 2018 and 6 March 2018 MU ARRI AR T —\F—
published on the websites of the SEHK and the Company, Mr. Teo AZt+RBEER=ZZE—NF=HANH
Meng Keong passed away on 23 January 2018 and Ms. Soon Yuk Tai ZNEFTFRL  RAAREEE RS
has resigned as the Company’s Joint Company Secretary with effect - \F-AZT+=H#HEREE
from 6 March 2018. On 6 March 2018, Ms. Cheok Hui Yee of Tricor FEuLER _ZE—N\F=H/BE
Singapore Pte. Ltd. and Ms. So Yee Kwan of Tricor Services Limited ERRBBFERARWE - RZF
have been appointed as the Company’s Joint Company Secretaries — ]\ = A 7X B - Tricor Singapore
to replace Mr. Teo and Ms. Soon. The biographical details of the Pre. Ltd. 7 AZEX T R P EHXERN
Company Secretaries are set out in the section headed “Directors, BARARZ#HAEZTOERT
Senior Management and Company Secretaries”of this annual report. BARNE ZBFE AR MEUARE R
TERBERZLE - RRAMENEFEF
BEHINAFRIES afRER
BRAmwE] —E&f o
The Company Secretaries' primary contact persons at the Company NAMERARRNEZBEAS
are Ms. Yan Yunhua, the Chief Financial Officer of the Company and ARRERMBERNITESTER
an executive Director, and Mr. Zhu Weiwei, the Head of Investor ELETNARRBIREEBRETR
Relations of the Company. BEEXE -
During the year ended 31 December 2017, the Company Secretaries REZ-_T—+F+=-HA=+—H
have taken not less than 15 hours of relevant professional training. LEFE - RRWERETTILRIS
NEFEVMERA S
G.  EXTERNAL AUDITOR AND AUDITOR'S REMUNERATION G INEBRREEN RAZ AN £

The statement of the external auditor of the Company about their
reporting responsibilities on the Company’s financial statements for
the year ended 31 December 2017 is set out in the section headed
“Independent Auditor’s Report”of this annual report.
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The fees paid/payable to Ernst & Young LLP, the Company’s external
auditor, in respect of audit services and non-audit services for the
year ended 31 December 2017 are analysed below:

RHE-_T—tF+_A=t+—~H
IEFE B Z R NIRRT N
BN T AR BB LR
KEETENEBABEROTAT

Fees paid/payable

Bt ENER

Type of services provided by the external auditor RMB'000
SR B IR I RIS ERE AR¥ETT
Audit services
BRI
- Audit fee for the year ended 31 December 2017 2414

BHE T +F+-A=t—"HIFENEZER
Non-audit services
BT
- Tax consultation fee for the year ended 31 December 2017 165

BHE—Z—tF+ - A=+—HILFENHEZANER
TOTAL: 2,579
@it

|
H.  COMMUNICATIONS WITH SHAREHOLDERS AND INVESTORS HREREREENER

The Group recognises the importance of transparent and timely
disclosure of corporate information, which enables Shareholders
and investors to make the best investment decision. Price sensitive
information will be publicly released before the Company’s
disclosure of any of such information to any group of investors or
analysts. Financial results and reports will be announced or issued
within the prescribed periods under the statutory or regulatory
requirements.

In line with continuous obligations of the Company pursuant to the
Listing Rules, the Board's policy is that all Shareholders be informed
of all major developments that impact the Group. Information is
disseminated to the Shareholders and investors on a timely basis
through:

i. Announcements, financial reports, circulars and news
releases published on the website of the SEHK;

ii. Financial reports prepared and issued to all Shareholders;
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i, Press releases on major developments of the Group; i, EBrEBEERERNINE
&
iv. Notices of and explanatory memoranda for AGM and EGM,; iv. [ RIBF RKE M ERERIA
and FHBEEMNHABSE &
. the Company’s website at www.chinaxlx.com.hk at which V. XA B) B 48 3 (www.chinaxix.

the Shareholders can access information of the Group,
roadshows organised by banks and plant visits.

Shareholders are encouraged to attend general meetings to ensure
high level of accountability and to stay apprised of the Group's
strategy and goals. Notices of general meetings will be published
on the websites of the SEHK and the Company. The chairmen of the
Committees are normally available at general meetings to answer
any question relating to the work of the Committees. The external
auditor shall also be present at AGM to answer questions about the
conduct of the audit, the preparation and content of the auditor’s
report, the accounting policies and auditor independence.

Besides, for putting forward any enquiries to the Board, Shareholders
and investors may send written enquiries to the Company. The
Company will not normally deal with verbal or anonymous
enquiries. Shareholders and investors may send their written
enquiries to the following:

Address:  17/F, Yat Chau Building, 262 Des Voeux Road Central,
Hong Kong
(For the attention of the Head of Investor Relations)

Fax: (852) 2521 9955

Email: weiwei.zhu@chinaxlx.com.hk

Inquiries are dealt with in an informative and timely manner.
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SHAREHOLDERS'RIGHTS

To safeguard the Shareholders’ interests and rights, a separate
resolution shall be proposed at general meetings on each
substantially separate issue, including the election of individual
Directors, for Shareholders’' consideration and voting.

1. CONVENING AN EGM

Pursuant to Article 47 of the Constitution, the Directors
may whenever they think fit, and shall on requisition in
accordance with the statute, proceed with proper expedition
to convene an EGM.

Pursuant to the Companies Act:

(@) Shareholders holding 10% or more of the paid-
up capital of the Company which carries the right
to vote at general meetings as at the date of the
deposit of the requisition, may request the Board
to convene an EGM. The written requisition must
specify the objects of the meeting, be signed by
the Shareholders concerned and deposited at the
registered office of the Company for the attention of
the Board or the Company Secretaries;

(b) The Board shall proceed to convene an EGM within
21 days of the deposit of such written requisition.
Such EGM shall be held within 2 months after the
deposit of such written requisition; and
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© If the Directors do not within 21 days after the date of © HMESRAERERE
the deposit of the requisition proceed to convene an kEHERE 21 AR
EGM, the Shareholders who deposited requisition, or BHEEREE X
any of them representing more than 50% of the total AER ZsRAgI R (3
voting rights of all of them, may themselves, in the ETRERETRBE
same manner as nearly as possible as that in which WEE—FLAEWE
meetings are to be convened by Directors, convene MAT)AIBITER
an EGM, but any EGM so convened shall not be held R SRR R® - i
after the expiration of 3 months from that date. Z P A F AR R R R
AGERENHES
BRAGHERHNT R
BF - HEERELEE
FERRERAEH
TSR Ll B HA#E T
3ME A fEimig 21T o
12. PUTTING FORWARD PROPOSALS AT GENERAL MEETINGS 2. RERRASELEHER

In general, subject to the paragraph below, no resolution
may be proposed at a general meeting (whether it is an EGM
or an AGM) if such resolution is not included in the notice
convening the general meeting. However, if the proposal
is to amend an existing resolution set out in the notice
convening the general meeting and such amendment
is within the scope of the notice, such amendment may
be made if approved by the Shareholders by ordinary
resolution.

On the requisition in writing of either (i) any number of
Shareholders representing not less than 5% of the total
voting rights of all the Shareholders having at the date of the
requisition a right to vote at the general meeting to which
the requisition related; or (i) not less than 100 Shareholders
on which there has been paid up an average sum, per
Shareholder, of not less than S$500, the Company shall be
under a duty to:

Give to the Shareholders entitled to receive notice
of the next AGM notice of any resolution which may
properly be moved and is intended to be moved at
that meeting; and

@)
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(b) Circulate to the Shareholders entitled to have notice
of any general meeting sent to them any statement
of not more than 1,000 words with respect to the
matter referred to in any proposed resolution or the
business to be dealt with at that meeting.

Notice of any such intended resolution shall be given, and
any such statement shall be circulated, to the Shareholders
entitled to have notice of the meeting sent to them by
serving a copy of the resolution or statement on each such
Shareholder in any manner permitted for service of notice of
the meeting, and notice of any such resolution shall be given
to any other Shareholder by giving notice of the general
effect of the resolution in any manner permitted for giving
him/her notice of meetings of the Company. The requisition
shall be deposited at the registered office of the Company at
least 6 weeks before the meeting.

For the avoidance of doubt, the Shareholder must provide his/her
full name, contact details and identification, in the originally signed
written requisition, notice or statement (as the case may be), in
order to give effect thereto. Information of the Shareholder may be
disclosed as required by law.

During the year under review, the Company has not made
any changes to the Constitution. An up-to-date version of the
Constitution is available on the websites of the SEHK and the
Company. Shareholders may refer to the Constitution for further
details of the rights of Shareholders.

All resolutions put forward at general meetings shall be voted by
poll pursuant to the Listing Rules, and poll results will be posted
on the websites of the SEHK and the Company after each general
meeting.
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Directors’ Statement

EERE

The Directors are pleased to present their statement to the Shareholders ~ EFMRAMRBRIZE AR EER _—T—+

together with the audited consolidated financial statements of the Group

MBRFEAKE 2 REZGE PV BERERIA

and the statement of financial position and statement of changes in equity RARRZHBERAER KR EEE -
of the Company for FY2017
In the opinion of the Directors, BE5RA

(i) the accompanying consolidated financial statements of the Group
and the statement of financial position and statement of changes
in equity of the Company are drawn up so as to give a true and fair
view of the financial position of the Group and of the Company as
at 31 December 2017 and the financial performance, changes in
equity and cash flows of the Group and changes in equity of the
Company for the year ended 31 December 2017; and

(if) at the date of this statement, there are reasonable grounds to
believe that the Company will be able to pay its debts as and when

they fall due.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of the
principal activities of the subsidiaries are set out in Note 43 to the financial
statements.
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BUSINESS REVIEW ¥ O

A review of the business of the Group during the year, a discussion on NEFREEEBER  HAREERKE
the Group's future business development, and the description of possible TEERA SR » LA S il 7N 55 (5] °] g 1
risks and uncertainties that the Group may be facing are set out in the E’J}—L o N T TE EREH R AF WA E R

Chairman’s Statement and the Management Discussion and Analysis
of this annual report. The financial risk management objectives and
policies of the Group are set out in Note 41 to the financial statements.
An analysis of the Group’s performance during the year using financial
key performance indicators is set out in the Financial Highlights of this
annual report. Discussions on the Group’s compliance with the relevant
laws and regulations and relationships with its key stakeholders that have a
significant impact on the Group are included in the Chairman’s Statement,
Investor Relations and Corporate Governance Report of this annual report
and in this Directors' Statement.
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The Group places much importance on environmental protection, energy-
saving and emission reduction, continuously processes environmental
transformation of production systems, promotes the implementation of
clean production, and continuously formulates and improves a series of
regulation policies to improve our environmental management, laying
a solid foundation for future development. Please refer to the separate
2017 Environmental, Social and Governance ("ESG") Report of the Group,
sent together with this annual report, for further details of the Group’s
ESG-related risks, environmental policies and performance and other ESG
information.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 December 2017 and the Group's
financial position at that date are set out in the financial statements on
pages 88 to 189 of this annual report.

No interim dividend was paid during the year. The Directors recommend
the payment of a final dividend of RMB8.49 cents (2016: RMB4 cents) per
ordinary share in respect of the year to the Shareholders whose names
appear on the Register of Members on 8 June 2018. Subject to the approval
of Shareholders at the 2018 AGM, the final dividend will be paid on 26 June
2018 in HKD of HKDO.103 per ordinary share.

SUMMARY OF FINANCIAL INFORMATION

A summary of the consolidated results and assets and liabilities of the
Group for the last five financial years, as extracted from the published
audited financial statements, is set out on page 190 of this annual report.

SHARE CAPITAL AND CONVERTIBLE BONDS

Details of the Company’s share capital and convertible bonds are set out in
Notes 33 and 31 to the financial statements, respectively.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Constitution or
the laws of Singapore, being the jurisdiction in which the Company was
incorporated, which would oblige the Company to offer new shares on a
pro rata basis to existing Shareholders.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

During the year ended 31 December 2017, the Company repurchased on
the SEHK a total of 4,264,000 shares of the Company at a total consideration
of HKD9,544,890. The repurchase of the Company’s shares was made for
the benefit of the Shareholders with a view to enhancing the net asset
value per share and earnings per share of the Company. Such shares of
the Company were cancelled on 30 August, 27 September, 12 October
and 7 December 2017 respectively. Details of the share repurchases are
summarized as follows:

Total number

BE HERBEEHAQXTANWLETE
%

BE-_ZT—+F+-_A=+—HILEE "
RN R REE 2 FTEE Bl & 4,264,000 AR A
I - 4R (B 59,544,890 8 7T © BE @ A
NARGO DARRR 2 FmmEL - BERE
SARBZBREEFEARGREF -
ARAFINZERDE D IR _EE—EFN
A=+B - NWA=Z++tB: - TA+ZBK
+=— At B - BHEBRAFEHM
T

of shares Repurchase price per share

repurchased SREEE Aggregate

Month of [=-1E] Highest Lowest consideration
repurchase e A4 VY == B& RELEE
HKD HKD HKD

BT AT BT

August 2017 —T—+FN\AH 2,850,000 2.15 201 5,926,590.00
September 2017 —E—tFNA 279,000 245 208 642,640.00
November 2017 —T—tF+—A 1,135,000 275 252 2,975,660.00

Save as disclosed above, neither the Company nor any of its subsidiaries ~ BR EXHBEEIN  BE-_T—+LF+-HA

had purchased, sold or redeemed any of the Company’s listed securities
during the year ended 31 December 2017.

DISTRIBUTABLE RESERVES

At 31 December 2017, the Company's reserves available for distribution,
calculated in accordance with the provisions of the Companies Act,
amounted to approximately RMB134,086,000 of which RMB85,500,000 has
been proposed as a final dividend for the year.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest customers
accounted for less than 20% (2016: less than 20%) of the total sales for the
year. Purchases from the Group’s five largest suppliers accounted for 30%
(2016: 47%) of the total purchases for the year and purchases from the
largest supplier included therein amounted to 9% (2016: 15%).
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None of the Directors or any of their close associates or any Shareholders
(which, to the best knowledge of the Directors, own more than 5% of the
Company’s issued share capital) had any beneficial interest in the Group’s
five largest customers or suppliers.

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

As far as the Board is aware, the Company has complied in material respects
with the relevant laws and regulations that have a significant impact on the
business and operation of the Company.

CHARITABLE CONTRIBUTIONS

During the year, the Group made charitable contributions totalling
RMB100,000 (2016: RMB319,000).

DIRECTORS

The Directors during the year are:

EXECUTIVE DIRECTORS:

Liu Xingxu
Zhang Qingjin
Yan Yunhua

NON-EXECUTIVE DIRECTOR:

Lian Jie

INDEPENDENT NON-EXECUTIVE DIRECTORS:

Ong Kian Guan
Li Shengxiao
Ong Wei Jin

In accordance with Articles 89 and 90 of the Constitution, Mr. Zhang
Qingjin, Mr. Li Shengxiao and Mr. Ong Weij Jin will retire by rotation and,
being eligible, will offer themselves for re-election at the 2018 AGM.

The Company has received annual confirmation of independence from
each of the independent non-executive Directors and considers them to be
independent.
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BIOGRAPHIES OF DIRECTORS, SENIOR MANAGEMENT
AND COMPANY SECRETARIES

Biographical details of the Directors, the senior management of the Group
and the Company Secretaries are set out on pages 29 to 35 of this annual
report.

ARRANGEMENTS TO ENABLE DIRECTORS TO ACQUIRE
SHARES AND DEBENTURES

Neither at the end of nor at any time during the year was the Company a
party to any arrangement whose objects are, or one of whose objects is,
to enable the Directors or their respective spouses or minor children to
acquire benefits by means of the acquisition of shares in or debentures of
the Company or any other body corporate.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors entered into a service contract with the
Company for a term of three years commencing from 28 March 2017,
unless terminated in accordance with the provisions of the service contract
by either party giving to the other not less than six months’ prior notice in
writing.

The Company has issued a letter of appointment to each of the
independent non-executive Directors and the non-executive Director for
a term of three years, unless terminated by either party giving to the other
not less than three months’ prior notice in writing.

No Director proposed for re-election at the 2018 AGM has a service
contract with the Company which is not determinable by the Company
within one year without payment of compensation, other than statutory
compensation.

DIRECTORS’ REMUNERATION

The Directors’ remuneration is subject to approval by the Remuneration
Committee with reference to the Directors’ duties, responsibilities and

performance and the results of the Group. Details of the Directors’

remuneration are set out in note 9 to the financial statements.

HIGHEST PAID INDIVIDUALS

During the year, the five individuals with the highest remuneration in the
Group are all Directors and senior management of the Company. Details
of the highest paid individuals are set out in note 10 to the financial
statements.
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PERMITTED INDEMNITY PROVISION

As set out in Article 147 of the Constitution, a permitted indemnity
provision (as defined in the Hong Kong Companies Ordinance) for the
benefit of the Directors is currently in force and was in force throughout the
year.

DIRECTORS’INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in the section headed “Continuing Connected
Transactions”and in Note 38(a) to the financial statements, no Director nor
a connected entity of a Director had a material interest, either directly or
indirectly, in any transactions, arrangements or contracts of significance in
relation to the business of the Group to which the Company or any of its
subsidiaries was a party subsisted at the end of or at any time during the
year under review.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS IN
SHARES

As at 31 December 2017, the interests of the Directors and chief executive
of the Company in shares of the Company, as recorded in the register
required to be kept by the Company pursuant to Section 164 of the
Companies Act and Section 352 of the SFO, or as otherwise notified to the
Company and the SEHK pursuant to the Model Code as set out in Appendix
10 to the Listing Rules, were as follows:
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Number of ordinary shares interested

X

BERZNEERHE
Approximate
percentage’ of the
Company'’s issued
Corporate share capital
Name of Directors Personal interests interests Total interests  {hZAR AT B 31T
EEnE EA#z NEER BER RANOBEIHL?
Mr. Liu Xingxu 600,000 360,207,999 360,807,999 36.24%
B854 (Note P& (a))
Ms. Yan Yunhua 300,000 276,465,000 276,765,000 27.80%
B@Ert (Note PiIT (b))
Mr. Ong Kian Guan 100,000 - 100,000 0.01%
FTRERREE
# The percentage represents the number of ordinary shares interested divided by the number of the Company’s issued shares as at 31 December
2017.
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Notes:

These shares were held by Pioneer Top Holdings Limited ("Pioneer Top”), an
investment holding company established in the British Virgin Islands (the “BVI").
Mr. Liu Xingxu beneficially owned 42% of the equity interest in Pioneer Top,
and held the remaining 58% of the equity interest in Pioneer Top in trust for 7
beneficiaries (including Mr. Zhang Qingjin) under a trust agreement dated 26
July 2016. Pursuant to the trust agreement, Mr. Liu Xingxu is irrevocably granted
the absolute discretion to exercise the voting rights and the rights to the day-to-
day management of Pioneer Top.

These shares were held by Go Power Investments Limited (“Go Power”), an
investment holding company established in the BVI. Ms. Yan Yunhua beneficially
owned 12.74% of the equity interest in Go Power, and held the remaining 87.26%
of the equity interest in Go Power in trust for a total of 1,463 beneficiaries under
a trust agreement dated 26 July 2016. Pursuant to the trust agreement, Ms. Yan
Yunhua is irrevocably granted the absolute discretion to exercise the voting
rights and the rights to the day-to-day management of Go Power.

Save as disclosed above, as at 31 December 2017, none of the Directors and
chief executive of the Company nor their associates had or was deemed
to have any interests or short positions in the shares, underlying shares or
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO), which has been recorded in the register
maintained by the Company pursuant to Section 164 of the Companies Act
and Section 352 of the SFO, or which has been notified to the Company
and the SEHK pursuant to the Model Code.

INTERESTS OF DIRECTORS IN COMPETING BUSINESSES

During the year and up to the date of this annual report, none of the
Directors has any interest in a business which competes or may compete
with the business of the Group under the Listing Rules.

MANAGEMENT CONTRACTS

During the year, no contracts concerning the management and
administration of the whole or any substantial part of the business of the
Company were entered into or existed.

OPTIONS

The Group has no share option scheme.
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EQUITY-LINKED AGREEMENTS

On 27 November 2011, the Company entered into the Subscription
Agreement with Nitro Capital Limited ("Nitro”), pursuant to which Nitro
agreed to subscribe and pay for the convertible bonds of an aggregate
principal amount of approximately RMB324 million due the fifth anniversary
of the date of issue by the Company which bear interest of 4.5% per annum
(the "Bonds”). The Directors were of the view that the issue of the Bonds
can provide additional funds for expansion of the Group’s plant IV and
Xinjiang project, and general working capital purposes. As the Company
intended to engage long-term strategic investor to help further improve its
corporate governance and shareholder base in the long-term perspective,
the Directors also considered that Nitro can help bring in more insights
from the investors' perspective and leverage the extensive resources to
explore more expansion opportunities for the Company.

As all the conditions for completion of the subscription and issue of the
Bonds under the Subscription Agreement (the “Bonds Issue”) were satisfied,
the completion of the Bonds Issue took place on 21 December 2011, and
the net proceeds received by the Company were approximately RMB322
million. Nitro was entitled to convert their Bonds into ordinary shares to be
allotted and issued by the Company, at any time on or after 21 December
2011 and up to the close of business on: (i) the fifth business days before
21 December 2016 (both days inclusive) unless previously redeemed or
purchased and cancelled as provided in the terms and conditions of the
Bondes; (i) a date no later than 10 days prior to the date fixed for redemption
thereof if the Bonds had been called for redemption by the Company
before 21 December 2016; (iii) the deemed conversion date pursuant
to the terms and conditions of the Bonds if the Bonds had been called
for mandatory conversion; and (iv) the day prior to the giving of notice
requiring redemption by Nitro if such notice had been given. Assuming
full conversion of the Bonds at the initial conversion price of approximately
RMB1.84 per share, the Bonds will be convertible into 176,000,000 ordinary
shares of the Company.
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the Company was approached by Nitro about extension of the maturity
date of the Bonds as Nitro had noted the prices at which the shares were
trading and the possible further downward pressure on the market price
of the shares if the Bonds were to mature and be converted into shares in
the immediate future. In consideration of the Company agreeing to the
extension, Nitro agreed to lower the annual interest rate of the Bonds. As
the Company shared the same concerns with Nitro, the Directors believed
that it would be in the interests of the Shareholders as whole to defer the
conversion of the Bonds and the potential disposal of shares following such
conversion to a later time, while lowering the interest rate of the Bonds.

On 14 December 2016, the Company and Nitro entered into the
Amendment Agreement to, among other things, extend the maturity date
and lower the interest rate of the Bonds. The completion of the Amendment
Agreement was conditional upon, amongst other things, approval of the
SEHK having been obtained for the listing of, and permission to deal in,
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Conversion Shares”) upon conversion of the Bonds as amended and 'R ) FTREER  HFETK e
restated under the Amendment Agreement (the “Restated Bonds").

The completion of the Amendment Agreement took place on 20 December BRI B E & ek < IR IFEK BN ZF

2016 upon the satisfaction of the conditions thereof. The Restated Bonds
due 21 December 2018, which bear an interest rate of 2% per annum
subsequent from (and including) 20 December 2016 to (and excluding)

1 December 2018, were issued by the Company to Nitro. No additional
fund was raised by the issue of the Restated Bonds. Nitro was entitled to
convert their Restated Bonds into New Conversion Shares, at any time
on or after 20 December 2016 and up to the close of business on: (i) the
fifth business days before 21 December 2018 (both days inclusive) unless
previously redeemed or purchased and cancelled as provided in the terms
and conditions of the Restated Bonds; (i) the deemed conversion date
pursuant to the terms and conditions of the Restated Bonds if the Restated
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given. Assuming that the Restated Bonds will be converted in full at the
conversion price of approximately RMB1.84 per New Conversion Share, an
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Subsequent to the year end, on 16 January 2018, Nitro sold approximately
RMB116.8 million principal amount of the Restated Bonds, which are
convertible into an aggregate of approximately 63,360,000 ordinary shares
at the initial conversion price of RMB1.84 per New Conversion Share, to
Pioneer Top and certain other investors (the “Certain Investors”) who are
not connected persons of the Company at an aggregate consideration
of HKD190.08 million. Pursuant to such arrangements, Pioneer Top would
eventually hold approximately RMB97.3 million principal amount of
the Restated Bonds and the Certain Investors would in aggregate hold
approximately RMB19.5 million principal amount of the Restated Bonds.

Subsequently, the Company received notices from the Certain Investors for
the exercise of the conversion rights attached to the Restated Bonds in the
aggregate principal amount of approximately RMB19.5 million at the initial
conversion price of approximately RMB1.84 per New Conversion Share. A
total of 10,560,000 ordinary shares of the Company were allotted and issued
to the Certain Investors on 2 and 7 March 2018.

Therefore, as at the date of this report, assuming that the remaining
Restated Bonds will be converted in full at the initial conversion price
of approximately RMB1.84 per conversion share, an aggregate of
approximately 165,440,000 ordinary shares of the Company will be issued.

Further details of the Bonds/Restated Bonds are included in note 31 to the
financial statements and in the announcements of the Company dated
28 November 2011, 19 December 2011, 21 December 2011, 14 December
2016, 20 December 2016, 16 January 2018 and 17 January 2018.

Save as disclosed above, no other equity-linked agreements that will or may
result in the Company issuing Shares or that require the Company to enter
into any agreements that will or may result in the Company issuing Shares
were entered into by the Company during the year or subsisted at the end
of the year.
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Directors’ Statement
BEERE
SUBSTANTIAL SHAREHOLDERS' INTERESTS IN SHARES FERRNARKRG REBERGES

AND UNDERLYING SHARES

As at 31 December 2017, the following parties had interests of 5% or more
in the issued shares and underlying shares of the Company according to
the register of interests required to be kept by the Company pursuant to

Section 88 of the Companies Act and Section 336 of the SFO:

AZE—+E+-A=+—08 " HEQF
RIERREESIENEAE M EIENE
336 1KBTF

EMERERM - FTAIZTR
ARAT BT LB HEH 5% A

FRORER
LONG POSITIONS
L3}
Approximate
percentage of
ordinary shares/
Number of underlying shares
Number ofissued  underlying shares over the Company’s
ordinary shares upon conversion issued share capital
interested  of the convertible AR ATE BT
Name of substantial BAERKN bonds RAFHEZER
Shareholders Capacity 28T EHRURRESE Total interests BRI D R4
TERRER g4 ZEREE AR BB mrEs Bl
Pioneer Top (Note Ffi5E (a)) ~ Beneficial owner 360,207,999 - 360,207,999 36.18%*
BEREBA
Go Power (Note Pif3E (o) Beneficial owner 276,465,000 - 276,465,000 27.76%*
EnEA A
Nitro (Note Fff#E (€)) Beneficial owner - 176,000,000 176,000,000 15.0206**
ERMAA

December 2017.

* ZADLEEERANEETETBREARUARRAR - E—tF+ A=+ —HNBEBITRHEE -

*%

The percentage represents the number of issued ordinary shares interested divided by the number of the Company’s issued shares as at 31

The percentage represents the number of underlying shares interested divided by the number of the Company’s issued shares as at 31

December 2017, as enlarged by the number of shares supposed to be issued after full conversion of the convertible bonds.

*%

BHBABRESEBRET 2 RONBBEX -
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Notes:

(a) Pioneer Top is an investment holding company established in the BVI. Mr. Liu
Xingxu beneficially owned 42% of the equity interest in Pioneer Top, and held
the remaining 58% of the equity interest in Pioneer Top in trust for 7 beneficiaries
under a trust agreement dated 26 July 2016, including 7% for Mr. Zhang Qingjin,
an executive Director and the Company's Chief Executive Officer; 7% for Mr. Li
Yushun and 7% for Mr. Wang Nairen, the Company’s senior management; 7% for
Mr. Ru Zhengtao, 7% for Mr. Zhu Xingye (retired) and 7% for Mr. Shang Dewei, the
Company's employees; and 16% for Mr. Li Buwen, a former executive Director.
Mr. Liu Xingxu has the absolute discretion to exercise the voting rights held
by Pioneer Top in the Company in accordance with the trust agreement. Such
interest held by Pioneer Top has also been disclosed as the interest of Mr. Liu
Xingxu in the above section headed “Directors’ and Chief Executive's Interests in
Shares”.

(b) Go Power is an investment holding company established in the BVI. Ms. Yan
Yunhua beneficially owned 12.74% of the equity interest in Go Power, and held
the remaining 87.26% of the equity interest in Go Power in trust for a total of
1,463 beneficiaries under a trust agreement dated 26 July 2016. Ms. Yan Yunhua
has the absolute discretion to exercise the voting rights held by Go Power in
the Company in accordance with the trust agreement. Such interest held by Go
Power has also been disclosed as the interest of Ms. Yan Yunhua in the above
section headed “Directors’'and Chief Executive's Interests in Shares’

(0 Nitro is an investment holding company established in the Cayman Islands and is
a wholly-owned subsidiary of Primavera Capital (Cayman) Fund | L.P

Save as disclosed above, as at 31 December 2017, no person, other than
the Directors whose interests are set out in the section headed “Directors
and Chief Executive’s Interests in Shares” above, had an interest or a short
position in the shares, underlying shares or debentures of the Company that
was required to be recorded in the register maintained by the Company
pursuant to Section 88 of the Companies Act and Section 336 of the SFO.

1
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Directors’ Statement

EERE

CONTRACTS OF SIGNIFICANCE BEXEN

No contracts of significance were entered into between the Company

RREE » AR RS 0] B 8 A~ )3

or any of its subsidiaries and the controlling Shareholder or any of its ~ ERfE{AIIEIRAR R s EL IS B A RIF] 2 (E{A &
subsidiaries during the year. REK o
CONTINUING CONNECTED TRANSACTIONS BHERERS

During the year, the Group had the following continuing connected
transactions, which are the related party transactions set out in note
38(a) to the financial statements that constituted continuing connected
transactions, and has complied with the disclosure requirements under
Chapter 14A of the Listing Rules.

As at 31 December 2017, Mr. Liu Xingxu, Ms. Yan Yunhua and Mr. Zhang
Qingjin (being executive Directors) collectively held an aggregate of
approximately 10.6% interest in XLX Chem, and together are the largest
shareholder of XLX Chem and have the largest influence through their

RAREE » REBDETATHERER
5 (BER ISR KM 7E380) BRIFE R
BREMBEERRS)  WBEST EMREA
FUAENETRHIE °

WZZE—+tF+-_A=+—8" 2EBE
Sk BREZIRRESLE(BITE
%) LRI A LB ME T A £ 49106%4KE

CMESEERALEBEMETHRARE

shareholders’ rights on the major decisions in XLX Chem. Therefore, XLX &ﬁiﬁﬁﬂx?%ﬂﬁ/u BEMEIAEER
Chem, its subsidiaries and associates (collectively “XLX Chem Group’) are ~ EEBB AT E - At - IRIE ETHRAE

deemed as the Company’s connected persons under Rule 14A.07 of the
Listing Rules.

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

T4A07 16 » (EBOME T ~ B A 7 R
BNR(FEA LEMEIER )R
BARARRBAL -

TERRBERERS

() UTILITIES SUPPLY AGREEMENT )  KRERESMHERGZ
The Group entered into the Utilities Supply Agreement on 30 REEER_ZE—RF+ZA= +
December 2016 with XLX Chem Group, pursuant to which Henan BELE M TEBEI N KE
XLX agreed to supply water, electricity and steam to XLX Chem ARERE B /—fﬁﬁ/w_/uﬂ

Group. This arrangement helps the Group to improve the utilisation
of its utilities facilities, and the additional income received from
providing such utilities to XLX Chem Group can be used to reduce
the overall maintenance, labour and management costs to the
Group of maintaining such facilities. Pursuant to the agreement,
the price for the supply of electricity is determined on the basis of
actual usage as recorded in the relevant meters with reference to
the price set out by the PRC government or relevant authorities; and
the price for supply of water and steam is determined on the basis
of actual usage as recorded in the relevant meters with reference to
the actual costs plus a 10% mark-up.
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The Utilities Supply Agreement has a term commencing from 1
January 2017 up to and including 31 December 2019. The Group
has set the annual cap for the income received by the Group from
XLX Chem Group under the agreement at RMB3,000,000 for FY2017

For the year ended 31 December 2017, the aggregate amount
received by the Group from XLX Chem Group for the sales of water,
electricity and steam amounted to approximately RMB1,373,000 and
has been accounted for as other income in the Group's consolidated
statement of profit or loss and other comprehensive income.

EQUIPMENT PURCHASE AGREEMENT

The Group entered into the Equipment Purchase Agreement on
30 December 2016 with XLX Chem Group, pursuant to which XLX
Chem Group agreed to supply and provide the relevant installation
services for equipment, including pipes, vessels and pressure vessels,
to Henan XLX. Accordingly, the Group benefits from reliable and
timely delivery of equipment and cost effectiveness. Pursuant to the
agreement, the prices for equipment purchases are determined by
the Group’s internal qualification and tendering procedures with
potential suppliers of equipment, which vary depending on the
product type, quantity and quality specifications as required by
Henan XLX.

The Equipment Purchase Agreement has a term commencing from
1 January 2017 up to and including 31 December 2019. The Group
has set the annual cap for the amount paid by the Group to XLX
Chem Group for the purchases of equipment under the agreement
at RMB45,000,000 for FY2017

For the year ended 31 December 2017, the aggregate amount
paid by the Group for the purchases of equipment from XLX Chem
Group was approximately RMB36,891,000 which has been included
in spare parts inventories in the Group’s consolidated statement of
financial position.
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138,134.89 square meters located at XLX Chem West Courtyard
Living Quarters, Xiaoji Town, Xinxiang City, Henan, China (1 E4)7 g
/N EEOEME TP A)ERR) to Henan XLX. The living
quarters include industrial kitchens, canteens, staff dormitories,
warehouses and apartments, which can provide the general staff of
Henan XLX with convenient residential facilities and reduce the time
required for daily work commute. Pursuant to the agreement, the
monthly lease amount is determined with reference to prevailing
market rates of similar premises in Henan Province. The General
Lease Agreement has a term commencing from 19 August 2013 up
to and including 18 August 2016.

In order to continue to take advantage of the strategic location of
the accommodation and catering facilities of XLX Chem, which are
in proximity to the Group's production factories, the General Lease
Agreement was renewed be virtue of the Lease Renewal Agreement
on 18 August 2016 with a term of three years commencing from 19
August 2016 and ending on 18 August 2019 (both days inclusive).
The Group has set the fixed monthly lease paid by the Group to
XLX Chem Group at RMB186,600 in respect of the Lease Renewal
Agreement (i.e. RMB2,239,200 as the annual cap for FY2017).

For the year ended 31 December 2017, the lease paid by the Group
to XLX Chem Group was approximately RMB2,239,200 which has
been accounted for as general and administrative expenses in
the Group’s consolidated statement of profit or loss and other
comprehensive income.
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The independent non-executive Directors have reviewed the above
continuing connected transactions and confirmed that these continuing
connected transactions have been entered into:

) in the ordinary and usual course of business of the Group;

(2) on normal commercial terms or on terms no less favourable to the
Group than terms available from independent suppliers; and

(3) according to the relevant agreements governing them on terms
that are fair and reasonable and in the interests of the Shareholders
as a whole.

Ernst & Young LLP, the Company'’s auditor, were engaged to report on the
Group’s continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 Assurance Engagements Other
Than Audits or Reviews of Historical Financial Information and with reference
to Practice Note 740 Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules issued by the Hong Kong Institute of
Certified Public Accountants. Ernst & Young LLP have issued an unqualified
letter containing their findings and conclusions in respect of the continuing
connected transactions disclosed above by the Group in accordance with
Rule 14A.56 of the Listing Rules. A copy of the auditor’s letter has been
provided by the Company to the SEHK.

BANK LOANS AND OTHER BORROWINGS

Details of the bank loans and other borrowings of the Group are set out in
Note 29 to the financial statements.

SUBSIDIARIES

Details of the Company’s subsidiaries are set out in Note 43 to the financial
statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within
the knowledge of the Directors, at least 25% of the Company’s total issued
share capital was held by the public at the date of this report.
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irectors’ Statement
EERE

RESPONSIBILITIES OF DIRECTORS ON FINANCIAL
STATEMENTS

The Companies Act requires the Directors to prepare financial statements
for each financial year. These financial statements should give a true and fair
view of the financial position of the Group as at the end of the reporting
period of a particular year and on the financial performance of the Group
for the year then ended. In preparing the financial statements, the Directors
should:

(a) select and apply consistently appropriate accounting policies, and
make prudent, fair and reasonable judgement and estimation;

(b) report the reasons for any serious deviation from accounting
practice; and

(© prepare the financial statements on a going concern basis, unless

it is inappropriate to assume that the Group could continue to
operate.

The Directors are responsible for the proper keeping of accounting records
in order to secure the assets of the Company and the Group. The Directors
are also responsible for adopting reasonable measures to prevent and
check any fraudulences and irregularities.

AUDITOR

Ernst & Young LLP have expressed their willingness to accept re-
appointment as the auditor of the Company.

On behalf of the Board:

Liu Xingxu Yan Yunhua
Director Director
19 March 2018
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irndependent Auditor’s Rebdrt”
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P>
EY:

To the members of China XLX Fertiliser Ltd
(Incorporated in Singapore with limited liability)

OPINION

We have audited the financial statements of China XLX Fertiliser Ltd (the
“Company”) and its subsidiaries (collectively, the “Group”), which comprise
the statements of financial position of the Group and the Company as at
31 December 2017, the statements of changes in equity of the Group and
the Company and the consolidated statement of profit or loss and other
comprehensive income and the consolidated statement of cash flows of
the Group for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements of the
Group, the statement of financial position and the statement of changes
in equity of the Company are properly drawn up in accordance with the
provisions of the Companies Act, Chapter 50 (the "Act”) and International
Financial Reporting Standards in Singapore (“IFRSs") so as to give a true
and fair view of the consolidated financial position of the Group and
the financial position of the Company as at 31 December 2017 and of
the consolidated financial performance, consolidated changes in equity
and consolidated cash flows of the Group and changes in equity of the
Company for the year ended on that date.

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on
Auditing ("ISAs"). Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the
Group in accordance with the Accounting and Corporate Regulatory
Authority ("ACRA”") Code of Professional Conduct and Ethics for Public
Accountants and Accounting Entities ("ACRA Code") together with
the ethical requirements that are relevant to our audit of the financial
statements in Singapore, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the ACRA Code.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the financial statements of the
current period. These matters were addressed in the context of our audit
of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. For each
matter below, our description of how our audit addressed the matter is
provided in that context.

We have fulfilled our responsibilities described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial Statements
section of our report, including in relation to these matters. Accordingly, our
audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the financial statements.
The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the
accompanying consolidated financial statements.

IMPAIRMENT ASSESSMENT OF GOODWILL

As at 31 December 2017, the goodwill allocated to the coal mining cash-
generating unit ("CGU") is carried at RMB 25,361,000, representing 0.70% of
the total net assets of the Group. Management determined the recoverable
amount of this CGU based on value in use calculations using cash flow
projections covering a 30-year period. Based on the annual impairment
testing, no impairment charge was recognised during the financial year.

As disclosed in Note 16 to the consolidated financial statements, the cash
flow projections included key assumptions on budgeted gross margin, raw
material price, commodity price and pre-tax discount rate. Management
estimated the budgeted gross margin based on the average gross margin
achieved in the year immediately before the budget year adjusted for
expected efficiency improvements and expected market developments.
The raw material and commodity prices are based on forecast price indices.
The discount rate used takes into consideration the specific risks relating
to the CGU. We determined this to be a key audit matter because the
impairment assessment was complex and involved significant management
judgement.
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As part of our audit, we checked that the cash flow projections were
based on approved management budgets that reflected business plans.
We involved our internal valuation specialists to assist us in assessing
the valuation method used by management and evaluating certain
key assumptions used in the cash flow projections. We evaluated the
assumptions used by comparing the budgeted gross margin to historical
data, comparing the raw material price and commodity price to external
observable data, and assessing the reasonableness of the discount rate
used by the management. We assessed the sensitivity of the goodwill
balance to changes in the certain key assumptions. We also focused on
the adequacy of the note disclosures concerning those key assumptions
to which the outcome of the impairment test is most sensitive. The note
disclosures on goodwill, key assumptions and sensitivities are included in
Note 16 to the consolidated financial statements.

IMPAIRMENT ASSESSMENT OF COAL MINING RIGHTS

During the year ended 31 December 2017, the Group performed
impairment assessment on the coal mining rights of RMB90,684,000 which
represented 2.49% of the total net assets of the Group.

The impairment assessment involved significant management assumptions
and estimation that are affected by future market and economic conditions.
Management determined the recoverable amounts of coal mining rights
based on value in use calculations using discounted cash flows. The
estimation of recoverable amounts of the coal mining rights is dependent
on macro-economic assumptions of future coal prices, future coal output,
discount rate used in the cash flow projections and projection on operating
costs. The estimation of the coal mine reserve is an inherent industry risk
due to the technical complexity in assessing the coal quantity and the
subjective management judgements involved in the estimation. Based on
the impairment test, management assessed that the coal mining rights
were not impaired as at 31 December 2017. As impairment assessment of
the coal mining rights are inherently complex and required management
to exercise judgement, we determined this to be a key audit matter.

As part of our audit, we involved our internal valuation specialists to assist
us in assessing the valuation method used by the management and
evaluating certain key assumptions used in the impairment analysis. We
assessed and tested the key assumptions by comparing future coal prices
and other internal assumptions to historical data as well as the economic
and industry forecast. Further, we assessed the reasonableness of the
discount rate used by the management. We analysed the sensitivity of the
coal mining rights balance to changes in the respective assumptions. We
also have assessed the adequacy of the disclosure made on the impairment
assessment of coal mining right in Note 17 to the consolidated financial
statements.
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OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

The directors of the Company are responsible for other information. The
other information comprises the information included in the Annual Report,
other than the consolidated financial statements and our auditor’s report
thereon.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to
report in this regard.

RESPONSIBILITIES OF MANAGEMENT AND DIRECTORS
FORTHE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with the provisions of the Act and IFRSs, and for devising and
maintaining a system of internal accounting controls sufficient to provide
a reasonable assurance that assets are safeguarded against loss from
unauthorised use or disposition; and transactions are properly authorised
and that they are recorded as necessary to permit the preparation of true
and fair financial statements and to maintain accountability of assets.

In preparing the consolidated financial statements, the directors of the
Company are responsible for assessing the Group's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management
either intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.

The directors’ responsibilities include overseeing the Group’s financial
reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE REMREBERGESUBERRAEDN

CONSOLIDATED FINANCIAL STATEMENTS BF

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.

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

Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

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

Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by management.
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Conclude on the appropriateness of management’s use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability
to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

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

Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we
identify during our audit.

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

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

In our opinion, the accounting and other records required by the Actto  BFIRA - EEBERBRZERNIEXE
be kept by the Group have been properly kept in accordance with the RREFZEARFATESBERENER
provisions of the Act. HAb ok o

The engagement partner on the audit resulting in this independent B ZEMBENESHEEARARS

auditor’s report is Lee Lai Hiang. KA o

Ernst & Young LLP KT EHAR

Public Accountants and Chartered Accountants HEDFAD R 25 AT
Singapore N3

19 March 2018 —E-NFE=A+NH
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Consolidated Statement of Profit or Loss and Other Comprehenswe Income

ﬁé?ﬁﬁﬁ&ﬁ@éﬁ WKER rorthe financial year ended 31 December 2017 Bl 2 —E—+F 1+ =—H=4+—HIFZF

J

2017 2016
—E—tF —TRF
Notes RMB’000 RMB'000
{hEsa ARETT ARETT
Revenue A 6 7,561,547 5,710,698
Cost of sales BHE PR (5,974,597) (4,687,090)
Gross profit EX 1,586,950 1,023,608
Other income and gains HAYIA Rz 6 87,594 69,985
Selling and distribution expenses SHE RO HEAX (482,909) (435,334)
General and administrative expenses —MRATB (415,467) (318612)
Other expenses HAbFX (5,600) 92)
Finance costs IR IDTN 8 (285,851) (266,366)
Profit before tax % AE R 7 484,717 40,089
Income tax expense FrS BRI 1M (61,185) (11,054)
Profit for the year AEERR 423,532 29,035
Other comprehensive income Hib2mEUA
Other comprehensive income to be NS D
reclassified to profit or loss in subsequent ZEiEmRNEA
periods: ETIPNE
Available-for-sale investments: AMEHERE
Change in fair value NEEES) 18 (1,507) 505
Other comprehensive income for the year FRE M2 E A EEE (1,507) 505
Total comprehensive income for the year <4 £ 2 [H UK A 4458 422,025 29,540
Profit attributable to: FE{R =R :
Owners of the parent [SYNSIFZZ=PN 397,778 30,120
Non-controlling interest RIS 25,754 (1,085)
423,532 29,035
]
Total comprehensive income iR 2ER AL
attributable to:
Owners of the parent [SNEIE PPN 396,271 30,625
Non-controlling interest FEFE R M A 25,754 (1,085)
Total comprehensive income for the year  ZXEE 2 H UL A £ 55 422,025 29,540
]
Earnings per share attributable to BAREBRER
Ordinary equity holders of the parent BEAELEBRER
Basic and diluted (RMB cents per share) ERREE(ARESY) 13 33.95 2.56
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Statements of Financial Position
Eji%;lﬁiﬂ:i As as 31 December 2017 R —ZFE—+F+_-H=+—H
Group Company
pis-1. | NG|
2017 2016 2017 2016
- S of 3 —T-RF k- Sl of 3 “ERF
Notes RMB’'000 RMB'000 RMB'000 RMB'000
Bitzx ARET T ARETT AR®T T AREFT
Non-current assets FREEE
Property, plant and equipment mE - BERSE 14 8,607,583 8,201,521 - -
Prepaid land lease payments and BN THEETE

other intangible assets REMEREE 15 381,708 374414 - -
Goodwil BE 16 25,361 25,361 - -
Coal mining rights RIRERE 17 90,684 95,099 = -
Available-for-sale investment AL ERE 18 6,708 6,708 - -
Prepayments BAFE 19 135,493 126416 - -
Prepayments to a related company S FEBEAFIR)

AR FE 2 13,272 - - ~
Pledged deposits [REERTES A 3 5,388 - = -
Deferred tax assets REREEE EY) 23,126 23,801 = -
Investments in subsidiaries RIBARIMEE 44 - - 1,446,355 1,446,355
Total non-current assets FRBEERE 9,289,323 8853320 1,446,355 1,446,355
Current assets REEE
Available-for-sale investrment AHHERE 18 37,178 4185 37,178 4185
Prepayments BRFE 19 457,318 355913 4,805 318
Deposits and other receivables e R REKR 19 721,112 432,578 - -
Inventories R 20 715,038 449,505 - -
Trade and bills receivables BORMTEREREE 2 160,829 75117 - -
Due from related companies/ EgEE AT,/

a subsidiary —FHMEARFIE 2 2,603 9,146 329,721 219400
Income tax recoverable A B TS 14 1076 = -
Pledged time deposits BHEAEN 3 181,077 226,349 - -
Cash and cash equivalents Re LReSEN 23 341,270 512,806 52,416 13034
Total current assets RBEERTE 2,616,439 2,066,675 424,120 236937
Current liabilities mBEE
Trade payables B SRR 2% 246,701 185,577 - -
Bills payable Eﬁﬂi 25 423915 655,020 - -
Accruals and other payables EABRAREMENTIE 26 1,519,336 1,195,987 14,825 9,270
Due to related companies/a subsidiary & EREA T/

—HREA 2 45 4391 294,951 -
Income tax payable FERTSH 31,595 191 - -
Deferred grants EIERRG 27 5,943 5979 - -
Loan from a non-controlling interest  JEHERER B 28 24,750 24,750 - -
Interest-bearing bank and other TRRITREMET

borrowings 29 1,646,112 756,156 232,600 243619
Bond payable [ENRERS 30 600,000 200,000 - -
Total current liabilities RBEELAR 4,498,397 3,028,051 542,376 252,889
Net current liabilities FRBAE (1,881,958) (961,376) (118,256) (15952)
Total assets less current liabilities AEERFEEE 7,407,365 7,891,944 1,328,099 1430403
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Statements of Financial Position
Eji%;lﬁiﬂa% As as 31 December 2017 R’ —E—+#F+=-H=+—H

Group Company
x5E VYN

2017 2016 2017 2016
—E-tF “ERE = “ERE
Notes RMB'000 RMB1000 RMB'000 RMB000

Bitzx N ARBTT ARBTR AEEFT
Non-current liabilities FRBEE
Loan from a non-controlling interest ~ FF¥RRGIEZ B 28 50,500 75,250 - -
Interest-bearing bank and STRBRITRAMBER
other borrowings 29 2,965,015 3,601,386 = 176,800
Deferred grants EERERL 27 93,987 48,804 - -
Deferred tax liabilities ERHBEEE 32 36,939 56,791 - -
Accruals and other payables JESTERRHMENTIE 26 110,970 226752 - -
Bonds payable ENBEES 30 500,000 600,000 - -
Total non-current liabilities FRBRERE 3,757,411 4608983 - 176,800
Net assets BEE 3,649,954 3,282,961 1,328,099 1,253,603
| SO
Equity 5
Equity attributable to owners BAREEAREER
of the parent
Share capital AR 33 872,579 881,124 872,579 881,124
Convertible bonds nBRES 31 322,436 322436 322,436 322436
Revaluation reserve A (1,002) 505 (1,002) 505
Statutory reserve fund EERES 34 327,793 285412 - -
Retained profits RE A 1,844,869 1546310 134,086 49538
3,366,675 3,035,787 1,328,099 1,253,603
Non-controlling interest FERES 283,279 247174 = -
Total equity s 3,649,954 3,282,961 1,328,099 1253603
I ...
Liu Xingxu Yan Yunhua
2| # A8 EEE
Director Director
EFE EE
19 March 2018 —ZT-\F=A+AIH
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Statements of Changes in Equity
EZBHR ore financial year ended 31 December 2017 {2 —FE—+F+=-H=+—HIFE
Attributable to owners of the Company
ALAREAEL
Available-
for-sale
investment
revaluation
reserve Non-
Share  Convertible ~ FMHE  Statutory  Retained controlling
capital bonds  REEfE reservefund profits Total interest  Total equity
BRRE  TRRES i iERKE  REEA i FERER kR
(Note 33) (Note31) (Note 34)
(W) (W) (K3t 34)
Notes RMB1000 RMB000 RMB1000 RMB1000 RMB1000 RMB(000 RMB000 RMB(000
M ARETR ARETR ARSTR ARETR ARETR ARETT ARETT ARSI
Group r&E
At1 January 2016 RZE-RE-A-A 881,124 32043% - 75880 15057 3001017 - 3001017
Profitfor the year AEERA - - - - 0120 30120 (1085 29035
Other comprehensive incomefor the year: ~ FREH2FEMAERE -
Change n fair value of an AHERELTE
available-for-sale investment 28 18 - - 505 - 505 - 505
Total comprehensive income for the year  AEE2FRALLE - - 505 - 30120 30625 (1,085) 29540
Disposal of parta interest inasubsidiay ~~ HEHBARDHER
withoutloss of contrl M SR £ HE - - - - 101,741 101,741 28259 350000
Transfer o statutory esenve fund BETETRES £} - - - 9532 953 - - -
Final 2015 dividend paid ENZE-RERERE - - - - (83,000) (83,000) - (83.000)
Convertible bonds interest AARERHE 31 - 145% - - (145%) - - -
Payment of convertiblebonds nterest AR ERFIE - (145%) - - (145%) - (145%)
At31 December 2016 R-B-RE
tZA=1-H 881,124 3243 505 285412 1546310 3035787 247174 328291
|
At 1 January 2017 RZE-t£-F-H 881124 322436 505 285412 1546310 3,035,787 WA 3282961
Profitfor the year AEERA - - - -8 397,778 575 435
Other comprehensive income for theyear: — FREM2EMAAE :
Change infairvalue of an AHERANTE
available-for-sale investment ) 18 = = (1,507) - - (1,507) - (1,507)
Total comprehensive income for the year  REE2ERAEE - - (1,507) - 397,778 396,271 25,754 422,025
Acquisition of non-controling interest WessiER ) - - - - (10351)  (10351) 10,351 -
Cancellation of shares Binits 3 (8545) - - - - (8,545) - (8549)
Tranfertostatutory reserve fund B Eyd - M - - - 42,381 (42,381) - - -
Final 2016 dividend paid BRNZE-ERERE - - - - (400000 (40,000) - (40,000)
Convertible bonds interest AERESRRE 31 - 6,487 - - (6:487) = = =
Payment of convertblebonds interest T AARERFE - (6:487) - - - (6:487) = (6:487)
At31December 2017 RZE-t&
TZA=t-H 872,579 322,436 (1,002) 327,193 1,844,869 3,366,675 283279 3,649,954
fELED —Z—+EFFHR 91




OOV OOOVDOBVDTEDEOOT DD
%N%\KNV\/\/\/\/\ KNTT%N%NKN%N%NKN%N%NK%(T
(A (XD XD (XTI XD XD L XL X XD XD (XTI XD XD XD XD (XD (XTI XD XD X
Statements of Changes in Equity
REEBEHR e financial year ended 31 December 2017 B2 = FE—+F+=H=+—HILFZ
Available-for-
sale investment
revaluation
reserve
Share Convertible AHHE Retained
capital bonds REEf profits Total
BRITRE RRES 1] REEF @zt
(Note 33) (Note 31)
(FI7E33) (FizE31)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETFT ARETFT AREFT AREFT AREFT
Company NG|
At 1 January 2017 R=B—t&-A-H 881,124 322,436 505 49,538 1,253,603
Profit for the year KEEHF - - - 131,035 131,035
Other comprehensive income FREMEZEABAGE
for the year:
Change in fair value of an AHHEREATE
available-for-sale investments 23 = = (1,507) = (1,507)
Total comprehensive income KEEXEBALE
for the year - - (1,507) 131,035 129,528
Cancellation of shares Binsss (8,545) - - = (8,545)
Convertible bonds interest AR EHHE - 6,487 = (6,487) =
Payment of convertible bonds interest 7 i AT AR 45 & - (6,487) - = (6,487)
Final 2016 dividend paid BRZE-RERERE - - - (40,000) (40,000)
At 31 December 2017 RZZ—tF
+=A=+—-H 872,579 322,436 (1,002) 134,086 1,328,099
T
At1January 2016 R-B-~E-A—H 881,124 322436 - 86,828 1,290,388
Profit for the year REERT - - - 60,306 60,306
Other comprehensive income FREMPEBALE
forthe year:
Change in fair value of an AHHEREATE
avallable-for-sale investments & - - 505 - 505
Total comprehensive income AEEXEBALE
for the year - - 505 60,306 60311
Convertible bonds interest AR ESF S - 1459% - (14,596) -
Payment of convertible bonds interest 37 ¥ AT EH IS, - (14,596) - - (14,59)
Final 2015 dividend paid ENZZ-RFREKE - - - (83,000) (83,000)
At 31 December 2016 R-ZE-R
A= 881,124 322436 505 49538 1,253,603
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Consolidated Statement of Cash Flows
BEBEERER rorhe financial year ended 31 December 2017 B8 = F—+F+=H=+—HIFFEF
2017 2016
—E—tF ZE—RF
Notes RMB’000 RMB'000
B AR® TR ARETT
Cash flows from operating activities RETERESRE
Profit before tax BB AT A 484,717 40,089
Adjustments for: KRR
Finance costs R I 8 285,851 266,366
Amortisation of prepaid land lease TE A ERIR
payments 5 7 9,605 8,610
Amortisation of coal mining rights R R A 5 7 4,415 4415
Depreciation of items of property, BN U
plant and equipment RBEEBEITE 7 606,984 522,118
(Gain)/loss on disposal of items of HEDE - BEK
property, plant and equipment REEAH
(Wezs) /518 7 (3,216) 2424
Impairment loss of an available-for-sale AT ERER
investment IEEE 7 = 792
Amortisation of deferred grants IR RO S 6 (7,774) (5,943)
Interest income FEMA 6 (10,962) (15,705)
Exchange gain from bank loans RITERAME
bE 3 Y e 7 (6,008) -
Allowance for doubtful trade receivables B 5 REYFIR
REREIE 21 3,254 -
Operating cash flows before changes EEESRFHILE
in working capital EBEESRE 1,366,866 823,166
(Increase)/decrease in inventories FEOEM ,w (265,533) 4416
Increase in trade and bills receivables B S REWEIE &
FENSSEHRIE N (88,966) (8,836)
Increase in prepayments TERTFRIBIE N (110,138) (101,937)
Decrease in deposits and other receivables %4 I E fih fE
IR 9,101 59678
Movement in balances with related R N RS ERE B
companies (11,075) (11,130)
Decrease in trade and bills payables B S ENFTIER
FER Z=H R (169,980) (298,370)
Increase in accruals and other payables EErE R NEM
JRE < B AN 216,720 162,978
Cash flows generated from operations RETEEEN
RERE 946,995 629,965
Government grants received 2 YRR R B 27 52,919 6,740
Interest paid 2RFE 8 (285,851) (278,081)
Interest received BHFLE 10,962 15,705
Tax paid ETHIA (47,896) (9,506)
Net cash flows generated from operating &% SEEIE 4
activities REREFHE 677,129 364,823
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Consolldated Statement of Cash Flows
BEBEERER rorhe financial year ended 31 December 2017 B4 = FE—+F+=H=+—HIFFEF

2017 2016
—E—tF ZE—REF
Notes RMB’000 RMB'000
{hEsa ARETT ARETT
Cash flows from investing activities RETEHBEERE
Proceeds from disposal of items of property, HEYZE  ME K&
plant and equipment RAEIE B TS FIE 43,625 20,440
Purchases of items of property, BEWE BEKL
plant and equipment HEIEE (1,360,243) (723,500)
Acquisition of prepaid land lease payment 375 3@ U B BT /B8 A 71U
through acquisition of a subsidiary Faft iR E R = (61,000)
Additions of land use rights and BTN
other intangible assets HthmpaeE 15 (17,242) (91,842)
Purchase of available-for-sale investment BEAHIERE (34,500) -
Decrease in pledged time deposits ST EFEROR 39,884 171,535
Net cash flows used in investing activities && EE)FT
REREFHE (1,328,476) (684,367)
Cash flows from financing activities METHRERE
Dividend paid on ordinary shares BT E AR E 12 (40,000) (83,000)
Payment of convertible bonds interest iﬁﬂ}@ﬂx%%‘%%ljﬁ 31 (6,487) (14,596)
Proceeds from issue of a long-term bond BORAREES
PR 500,000 -
Repayment of a long-term bond EERPREES (200,000) -
Proceeds from loans and borrowings B R EREE IR 2,214,000 2,064,545
Cancellation of shares AR 1D FESH (8,545) -
Proceeds from a loan from a non-controlling BB A ) 3E1E Rt 2
interest of a subsidiary BRAEHIE = 100,000
Capital injection from a non-controlling hEENCIEIS e 35
interest of a subsidiary EE - 350,000
Repayments of loans and borrowings BEBERRER (1,979,157) (2,165,954)
Net cash flows from financing activities  B&ESEEFFE
REnE8FHE 479,811 250,995
Net decrease in cash and cash equivalents & REEZ
EBYRA BEE (171,536) (68,549)
Cash and cash equivalents at beginning FURe MRS EY
of year 512,806 581,355
Cash and cash equivalents at theendof FREERRELZEY
year 341,270 512,806
]
Analysis of balance of cash and RERBRESZEY
cash equivalents LR AT
Cash at banks and on hand and cashand  R4R& Bk R 3% it
cash equivalents as stated in the ZHRITEFLRES
consolidated statement of financial REERRLEEY
position 23 341,270 512,806
T
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Notes to Financial Statements
,E\jﬁiﬁ%% BﬁH 31 December 2017 R —FE—+F+=-H=4+—H

1. CORPORATE AND GROUP INFORMATION

China XLX Fertiliser Ltd. (the "Company”) is a limited liability company
incorporated in Singapore on 17 July 2006 under the Singapore Companies
Act and its shares are listed on The Stock Exchange of Hong Kong Limited.
The registered office of the Company is located at 80 Robinson Road, #02-00,
Singapore 068898. The principal place of business of the Group is located at
Xinxiang Economic Development Zone (Xiaoji Town), Henan Province, the
People’s Republic of China (the “PRC"). The principal activity of the Company
is investment holding. Particulars of the Group’s subsidiaries are disclosed in
Note 43.

2.1 BASIS OF PREPARATION

The Group and the Company had net current liabilities of approximately
RMB1,882 million (2016: RMB961 million) and RMB118 million (2016: RMB16
million), respectively as at 31 December 2017. After taking into account the
available unutilised banking facilities, the directors of the Company consider
that the Group will have sufficient working capital to finance its operations
and financial obligations as and when they fall due, and accordingly, are
satisfied that it is appropriate to prepare the financial statements on a going
concern basis.

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

The consolidated financial statements of the Group and the statement
of financial position and statement of changes in equity of the Company
have been prepared in accordance with International Financial Reporting
Standards (“IFRSs”).

The financial statements have been prepared under the historical cost
convention, except for certain available-for-sale investments, which have
been measured at fair value. The financial statements are presented in
Renminbi (“RMB") and all values in the tables are rounded to the nearest
thousand ("RMB'000") except when otherwise indicated.

1. 2RAEAREEER

$lm m%%ﬁ@ 7@$@ﬂﬁ%%
Eﬁwﬁﬁﬁﬁimﬁ@ T Hk@%
BERBBERSMERAR LT - KRR
+F fff 9% = BZ {52 72 80 Robinson Road, #02-00,
Singapore, 068898 © ZN &2 B 3 E & S B
AR EE AR FLANE ([ B ) o f & s ag
BEREE(NEE)  ARANEEERA
BTG - NEBE B R T ZF1B TR
TT431H5E o

2.1 REEE
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T+ H2RERHEBEFENAR
%% 1,882,000000C(ZF — R F: AR
961,000,000 7T) & A & # 118,000,000 7T ( =
T—RF: ARB16,00000070) © &5 &
AIBSARBARITEE  ARARESTRANR
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Notes to Financial Statements
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2.1 BASIS OF PREPARATION (CONTINUED)
BASIS OF CONSOLIDATION

The consolidated financial statements include the financial statements of
the Company and its subsidiaries (collectively referred to as the “Group”)
for the year ended 31 December 2017. A subsidiary is an entity (including a
structured entity), directly or indirectly, controlled by the Company. Control
is achieved when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e, existing rights that give the
Group the current ability to direct the relevant activities of the investee).

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

(a) the contractual arrangement with the other vote holders of the
investee;

(b) rights arising from other contractual arrangements; and
(@) the Group's voting rights and potential voting rights.

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

Profit or loss and each component of other comprehensive income are
attributed to the owners of the parent of the Group and to the non-
controlling interests, even if this results in the non-controlling interests
having a deficit balance. All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.
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2.1 BASIS OF PREPARATION (CONTINUED)
BASIS OF CONSOLIDATION (CONTINUED)

The Group reassesses whether or not it controls an investee if facts and
circumstances indicate that there are changes to one or more of the three
elements of control described in the accounting policy for subsidiaries
above. A change in the ownership interest of a subsidiary, without a loss of
control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets
(including goodwill) and liabilities of the subsidiary, (ii) the carrying
amount of any non-controlling interest and (iii) the cumulative translation
differences recorded in equity; and recognises (i) the fair value of the
consideration received, (i) the fair value of any investment retained and
(i) any resulting surplus or deficit in profit or loss. The Group’s share of
components previously recognised in other comprehensive income is
reclassified to profit or loss or retained profits, as appropriate, on the same
basis as would be required if the Group had directly disposed of the related
assets or liabilities.

Consolidation of the subsidiaries in the PRC is based on the subsidiaries’
financial statements prepared in accordance with IFRSs. Profits reflected in
the financial statements prepared in accordance with IFRSs may differ from
those reflected in the PRC statutory financial statements of the subsidiaries,
prepared for PRC financial reporting purposes. In accordance with the
relevant laws and regulations, profits available for distribution by the PRC
subsidiaries are based on the amounts stated in the PRC statutory financial
statements.
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2.2 CHANGESIN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following revised IFRSs for the first time for the
current year's financial statements.

Amendments to IAS 7 Disclosure Initiative

Amendments to IAS 12 Recognition of Deferred Tax Assets for Unrealised
Losses
Annual Improvements Amendments to a number of IFRSs

Cycle 2014-2016

Amendments to IAS 7 require an entity to provide disclosures that enable
users of financial statements to evaluate changes in liabilities arising from
financing activities, including both changes arising from cash flows and
non-cash changes. The amendments will result in additional disclosure
to be provided in the financial statements. The Group adopted the
amendments from 1 January 2017.

Amendments to IAS 12 were issued with the purpose of addressing the
recognition of deferred tax assets for unrealised losses related to debt
instruments measured at fair value, although they also have a broader
application for other situations. The amendments clarify that an entity,
when assessing whether taxable profits will be available against which it
can utilise a deductible temporary difference, needs to consider whether
tax law restricts the sources of taxable profits against which it may make
deductions on the reversal of that deductible temporary difference.
Furthermore, the amendments provide guidance on how an entity should
determine future taxable profits and explain the circumstances in which
taxable profit may include the recovery of some assets for more than their
carrying amount. The Group adopted the amendments from 1 January
2017.
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2.3 STANDARDS ISSUED BUT NOT YET EFFECTIVE

The Group has not applied the following new and revised IFRSs, that have
been issued but are not yet effective, in these financial statements.

Amendments to IFRS 2 Classification and Measurement of Share-based
Payment Transactions’
Amendments to IFRS 4 Applying IFRS 9 Financial Instruments

with IFRS 4 Insurance Contracts'

IFRS9 Financial Instruments'
Amendments to IFRS 10 Sale or Contribution of Assets between an Investor and
and IAS 28 its Associate or Joint Venture®

IFRS 15 Revenue from Contracts with Customers'

Amendments to [FRS 15 Clarifications to IFRS 15 Revenue from Contracts
with Customers'

IFRS 16 Leases?

Amendments to AS 40 Transfers of Investment Property’

IFRIC Interpretation 22 Foreign Currency Transaction and Advance
Consideration'

! Effective for annual periods beginning on or after 1 January 2018
B Effective for annual periods beginning on or after 1 January 2019

3 No mandatory effective date yet determined but available for adoption

Except for IFRS 9, IFRS 15 and IFRS 16, the directors expect that the adoption
of the other standards above will have no material impact on the financial
statements in the year of initial application. The nature of the impending
changes in accounting policy on adoption of IFRS 9, IFRS 15 and IFRS 16 are
described below.
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2.3 STANDARDS ISSUED BUT NOT YET EFFECTIVE
(CONTINUED)

IFRS 15 REVENUE FROM CONTRACTS WITH CUSTOMERS

IFRS 15 establishes a five-step model to account for revenue arising from
contracts with customers. Under IFRS 15, revenue is recognised at an
amount that reflects the consideration which an entity expects to be
entitled in exchange for transferring goods or services to a customer. The
new revenue standard is effective for annual periods beginning on or after
1 January 2018.

The Group has performed a preliminary assessment of adopting IFRS 15
based on currently available information and expects the financial impact
to be immaterial.

IFRS 9 FINANCIAL INSTRUMENTS

IFRS 9 introduces new requirements for classification and measurement
of financial assets, impairment of financial assets and hedge accounting.
Financial assets are classified according to their contractual cash flow
characteristics and the business model under which they are held. The
impairment requirements in IFRS 9 are based on an expected credit loss
model and replace the IAS 39 incurred loss model.

The Group plans to adopt the new standard on the required effective date
without restating prior periods’ information and recognises any difference
between the previous carrying amount and the carrying amount at the
beginning of the annual reporting period at the date of initial application in
the opening retained earnings.

The Group has performed a preliminary impact assessment of adopting
IFRS 9 based on currently available information. This assessment may be
subject to changes arising from ongoing analysis, until the Group adopts
IFRS 9in 2018.
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2.3 STANDARDS ISSUED BUT NOT YET EFFECTIVE
(CONTINUED)

IFRS 9 FINANCIAL INSTRUMENTS (CONTINUED)
(@ CLASSIFICATION AND MEASUREMENT

The Group does not expect that the adoption of IFRS 9 will have a
significant impact on the classification and measurement of its financial
assets. It expects to continue measuring at fair value all financial assets
currently held at fair value. Equity investments currently held as available for
sale will be measured at fair value through other comprehensive income as
the investments are intended to be held for the foreseeable future and the
Group expects to apply the option to present fair value changes in other
comprehensive income. Gains and losses recorded in other comprehensive
income for the equity investments cannot be recycled to profit or loss
when the investments are derecognised. In addition, the Group currently
measures one of its investments in unquoted equity security at cost of
RMB?7,500,000 less impairment of RMB792,000. Under IFRS 9, the Group will
be required to measure the investment at fair value.

(b) IMPAIRMENT

IFRS 9 requires the Group to record expected credit losses on all of its debt
securities, loans and trade receivables, either on a 12-month or lifetime
basis. The Group expects to apply the simplified approach and record
lifetime expected losses on all trade receivables. Upon application of the
expected credit loss model, the Group does not expect a significant impact
due to its historical experience and customers’ profile, but it will need
to perform a more detailed analysis which considers all reasonable and
supportable information, including forward-looking elements to determine
the extent of impact.
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2.3 STANDARDS ISSUED BUT NOT YET EFFECTIVE
(CONTINUED)

IFRS 16 LEASES

IFRS 16 requires lessees to recognise most leases on balance sheets to
reflect the rights to use the leased assets and the associated obligations
for lease payments as well as the corresponding interest expense and
depreciation charges. The standard includes two recognition exemption for
lessees — leases of low value'assets and short term leases. The new standard
is effective for annual periods beginning on or after 1 January 2019.

The Group is currently assessing the impact of the new standard and
plans to adopt the new standard on the required effective date. The Group
expects that the adoption of IFRS 16 will result in increase in total assets and
total liabilities, EBITDA and gearing ratio.

The Group plans to adopt the new standard on the required effective
date by applying IFRS 16 retrospectively with the cumulative effect of
initial application as an adjustment to the opening balance of the retained
earnings as at 1 January 2019.

The Group is currently in the process of analysing the transitional
approaches and practical expedients to be elected on transition to IFRS 16
and assessing the possible impact of adoption.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BUSINESS COMBINATIONS AND GOODWILL

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

BUSINESS COMBINATIONS AND GOODWILL (CONTINUED)

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

If the business combination is achieved in stages, the previously held equity
interest is remeasured at its acquisition date fair value and any resulting
gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer is
recognised at fair value at the acquisition date. Contingent consideration
classified as an asset or liability is measured at fair value with changes in fair
value recognised in profit or loss. Contingent consideration that is classified
as equity is not remeasured and subsequent settlement is accounted for
within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of
the consideration transferred, the amount recognised for non-controlling
interests and any fair value of the Group’s previously held equity interests
in the acquiree over the identifiable net assets acquired and liabilities
assumed. If the sum of this consideration and other items is lower than the
fair value of the net assets acquired, the difference is, after reassessment,
recognised in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated
impairment losses. Goodwill is tested for impairment annually or more
frequently if events or changes in circumstances indicate that the carrying
value may be impaired. The Group performs its annual impairment test of
goodwill as at 31 December 2017. For the purpose of impairment testing,
goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Group's cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or liabilities of the Group
are assigned to those units or groups of units.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

BUSINESS COMBINATIONS AND GOODWILL (CONTINUED)

Impairment is determined by assessing the recoverable amount of the
cash-generating unit (group of cash-generating units) to which the
goodwill relates. Where the recoverable amount of the cash-generating
unit (group of cash-generating units) is less than the carrying amount, an
impairment loss is recognised. An impairment loss recognised for goodwill
is not reversed in a subsequent period.

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

TRANSACTIONS WITH NON-CONTROLLING INTERESTS

Non-controlling interest represents the equity in subsidiaries not
attributable, directly or indirectly, to owners of the parent, and are presented
separately in the consolidated statement of profit or loss and other
comprehensive income and within equity in the consolidated statement
of financial position, separately from equity attributable to owners of the
parent.

Changes in the Company’s ownership interest in a subsidiary that do not
result in a loss of control are accounted for as equity transactions. In such
circumstances, the carrying amounts of the controlling and non-controlling
interests are adjusted to reflect the changes in their relative interests in
the subsidiary. Any difference between the amount by which the non-
controlling interest is adjusted and the fair value of the consideration paid
or received is recognised directly in equity and attributed to owners of the
parent.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

FAIR VALUE MEASUREMENT

The Group measures its derivative financial instruments and equity
investments at fair value at the end of each reporting period. Fair value is
the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement
date. The fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place either
in the principal market for the asset or liability, or in the absence of a
principal market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible by
the Group. The fair value of an asset or a liability is measured using the
assumptions that market participants would use when pricing the asset
or liability, assuming that market participants act in their economic best
interest.

A fair value measurement of a non-financial asset takes into account
a market participant’s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure fair
value, maximising the use of relevant observable inputs and minimising the
use of unobservable inputs.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

FAIR VALUE MEASUREMENT (CONTINUED)

All assets and liabilities for which fair value is measured or disclosed in
the financial statements are categorised within the fair value hierarchy,
described as follows, based on the lowest level input that is significant to
the fair value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets for
identical assets or liabilities

Level 2 - based on valuation techniques for which the lowest level
input that is significant to the fair value measurement is
observable, either directly or indirectly

Level3 - based on valuation techniques for which the lowest level
input that is significant to the fair value measurement is
unobservable

For assets and liabilities that are recognised in the financial statements on
a recurring basis, the Group determines whether transfers have occurred
between levels in the hierarchy by reassessing categorisation (based on
the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period.

FUNCTIONAL CURRENCY

The Group’s principal operations are conducted in the PRC. The directors
have determined the currency of the primary economic environment in
which each entity in the Group operates, i.e,, functional currency, to be
RMB. Sales prices and major costs of providing goods and services including
major operating expenses are primarily influenced by fluctuations in RMB.
Each entity in the Group determines its own functional currency and items
included in the financial statements of each entity are measured using that
functional currency.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

FOREIGN CURRENCY TRANSACTIONS

Transactions in foreign currencies are measured in the respective functional
currencies of the Company and its subsidiaries and are recorded on initial
recognition in the functional currencies at exchange rates approximating
those ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the rate of exchange
ruling at the end of the reporting period. Non-monetary items that are
measured in terms of historical cost in a foreign currency are translated
using the exchange rates as at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was determined.

Exchange differences arising on the settlement of monetary items or
on translating monetary items at the end of the reporting period are
recognised in profit or oss.

For consolidation purpose, the assets and liabilities of foreign operations
are translated into RMB at the rate of exchange ruling at the end of the
reporting period and their profit or loss are translated at the exchange
rates prevailing at the date of the transactions. The exchange differences
arising on the translation are recognised in other comprehensive income.
On disposal of a foreign operation, the component of other comprehensive
income relating to that particular foreign operation is recognised in profit or
loss.

RELATED PARTIES

A party is considered to be related to the Group if:

(a) the party is a person or a close member of that person’s family is and
that person:

(i) has control or joint control over the Group;
(ii) has significant influence over the Group; or
(i) is a member of the key management personnel of the Group

or a parent of the Group;
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

RELATED PARTIES (CONTINUED)

or

(b) the party is an entity where any of the following conditions applies:

(iif)

(iv)

(vi)

(vii)

(viii)

the entity and the Group are members of the same group;

one entity is an associate or joint venture of the other entity
(or of a parent, subsidiary or fellow subsidiary of the other
entity);

the entity and the Group are joint ventures of the same third
party;

one entity is a joint venture of a third entity and the other
entity is an associate of the third entity;

the entity is a post-employment benefit plan for the benefit
of employees of either the Group or an entity related to the
Group;

the entity is controlled or jointly controlled by a person
identified in (a);

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

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

108 China XLX 2017 Annual Report

3.

TEETHERME (&)

Jrt::c)
g -

(M)

(i)

(i)

(iv)

(vi)

(vii)

(viii)

i FHMERGEER - &R

i

ZEREAEBERF 5%
ElE/D 3= UNCIIE

ZERLAZ —HERNEBE
RAHA LR (ISR —H
ERNEAR WBAR
o H At [F] R BT BB A A O Bt

RAKABERE)

ZERENAEEE SR %
ZMRERE:
—XERBRE=-STEBNHA
EEEAS—REB/LSE
= ERNEE QR
ZEBER/AEBRAEHE
BB BB E B At M AR
HRREREE

ZEEEA () IR A LIS
R

FiEEMATHZERAEEE
AREE  ARZER(HK
ZERBONBRAT)NEIEE

BABMKE K&

ZERIHEEAEEKER
FIREIEERAERE T
AEBAAREE 2 HRF -




ﬂf ﬂf ﬂf ﬁf ﬂf ﬂf ﬁf f ﬂf ﬂf ﬂf ﬁf\

\x/ \/ \\j/ \x/ NeY \q/ \q/ O\ \\j/ \x/ \/ \q/ \a/ \/ \\j/ \ \/ NeY \u/

/ﬁ\ /\ (D DD /ﬁ\ W\ DD DD /ﬁ\ /\ YN /ﬁ\ WY
JL)< )&J¥>/\ %JL)& %JL)& %JL)&JLY\ )&J¥>/\ %JL)&
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3. EEETBERBE (&)
(CONTINUED)

PROPERTY, PLANT AND EQUIPMENT AND DEPRECIATION M MERRBUARITE

Property, plant and equipment, other than construction in progress, ME- - BELRB(TERERZIRE)D

are stated at cost less accumulated depreciation and any accumulated — RECAR R 5T T E RAEMR REHREE BT

impairment losses. The cost of an item of property, plant and equipment £ ° ¥1% ~ BFE KR EEB KA BIER

comprises its purchase price and any directly attributable costs of bringing
the asset to its working condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance, is
normally charged to profit or loss in the period in which it is incurred. In
situations where the recognition criteria are satisfied, the expenditure for
a major inspection is capitalised in the carrying amount of the asset as a
replacement. Where significant parts of property, plant and equipment are
required to be replaced at intervals, the Group recognises such parts as
individual assets with specific useful lives and depreciates them accordingly.

Valuations are performed frequently enough to ensure that the fair value
of a revalued asset does not differ materially from its carrying amount.
Changes in the values of property, plant and equipment are dealt with
as movements in the asset revaluation reserve. If the total of this reserve
is insufficient to cover a deficit, on an individual asset basis, the excess of
the deficit is charged to the statement of profit or loss. Any subsequent
revaluation surplus is credited to the statement of profit or loss to the
extent of the deficit previously charged. An annual transfer from the asset
revaluation reserve to retained profits is made for the difference between
the depreciation based on the revalued carrying amount of an asset
and the depreciation based on the asset’s original cost. On disposal of a
revalued asset, the relevant portion of the asset revaluation reserve realised
in respect of previous valuations is transferred to retained profits as a
movement in reserves.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

PROPERTY, PLANT AND EQUIPMENT AND DEPRECIATION
(CONTINUED)

Depreciation is calculated on the straight-line basis to write off the cost of
each item of property, plant and equipment to its residual value over its
estimated useful life. The estimated useful lives and residual values used for
this purpose are as follows:

3. TESTHBEREE(E)
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Years Residual value

FH FIeAEE

Buildings gF 15-254F 3to & 10%
Other fixtures and structures HAib B EMZEY) K2 15-254F 3t0E 10%
Plant and machinery S 8154 3t0E 10%
Office equipment and furniture MAEZHERIRE 5 310 E10%
Motor vehicles JRE 5 3t0E 10%
Where parts of an item of property, plant and equipment have different EVE - BELREEB NS B TRB
useful lives, the cost of that item is allocated on a reasonable basis ~ FJfEAFH  ZBEENKAGREEER
among the parts and each part is depreciated separately. Residual values, — EREH ZM DB - MEH D GIEBLIT

useful lives and the depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part
initially recognised is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in statement of profit or loss in the year
the asset is derecognised is the difference between the net sales proceeds
and the carrying amount of the relevant asset.

Construction in progress represents buildings and plant and machinery
under construction, which is stated at cost less any impairment losses, and
is not depreciated. Cost comprises the direct costs of construction and
capitalised borrowing costs on related borrowed funds during the period
of construction. Construction in progress is reclassified to the appropriate
category of property, plant and equipment when completed and ready for
use.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

COAL MINING RIGHTS

Coal mining rights are stated at cost less accumulated amortisation and
any accumulated impairment losses. A coal mining right is amortised on
the straight-line basis over its estimated useful life. The useful life of the
coal mining right is reviewed annually in accordance with the production
plans of the Group and the proven and probable reserves of the mine. The
coal mining right is written off to profit or loss if the coal mining property is
abandoned.

PREPAID LAND LEASE PAYMENTS

Prepaid land lease payments are initially measured at cost. Following
initial recognition, prepaid land lease payments are measured at cost
less accumulated amortisation and accumulated impairment losses. The
prepaid land lease payments are amortised on the straight-line basis.

The amortisation period and method are reviewed at each financial year
end. The amortisation expense is recognised in profit or loss.

IMPAIRMENT OF NON-FINANCIAL ASSETS

Where an indication of impairment exists, or when annual impairment
testing for an asset is required (other than inventories and financial assets),
the asset’s recoverable amount is estimated. An asset’s recoverable amount
is the higher of the asset’s or cash-generating unit’s value in use and its fair
value less costs of disposal, and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely independent of
those from other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the asset
belongs.

An impairment loss is recognised only if the carrying amount of an asset
exceeds its recoverable amount. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss is charged
to the statement of profit or loss in the period in which it arises in those
expense categories consistent with the function of the impaired asset.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

IMPAIRMENT OF NON-FINANCIAL ASSETS (CONTINUED)

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

INVESTMENTS AND OTHER FINANCIAL ASSETS
INITIAL RECOGNITION AND MEASUREMENT

Financial assets are classified, at initial recognition, as financial assets at fair
value through profit or loss, loans and receivables and available-for-sale
financial investments, or as derivatives designated as hedging instruments
in an effective hedge, as appropriate. When financial assets are recognised
initially, they are measured at fair value plus transaction costs that are
attributable to the acquisition of the financial assets, except in the case of
financial assets recorded at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on
the trade date, that is, the date that the Group commits to purchase or sell
the asset. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period generally established
by regulation or convention in the marketplace.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3. TESBERHEE(E)

(CONTINUED)
INVESTMENTS AND OTHER FINANCIAL ASSETS (CONTINUED)
SUBSEQUENT MEASUREMENT

The subsequent measurement of financial assets depends on their
classification as follows:

(a) LOANS AND RECEIVABLES

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. After initial
measurement, such assets are subsequently measured at amortised cost
using the effective interest rate method less any allowance for impairment.
Amortised cost is calculated by taking into account any discount or
premium on acquisition and includes fees or costs that are an integral
part of the effective interest rate. The effective interest rate amortisation is
included in other income and gains in profit or loss. The loss arising from
impairment is recognised in profit or loss in finance costs for loans and in
other expenses for receivables.

(b) AVAILABLE-FOR-SALE FINANCIAL ASSETS

Available-for-sale financial investments are non-derivative financial assets
in listed and unlisted equity investments and debt securities. Equity
investments classified as available for sale are those which are neither
classified as held for trading nor designated as at fair value through profit
or loss. Debt securities in this category are those which are intended to be
held for an indefinite period of time and which may be sold in response to
needs for liquidity or in response to changes in market conditions.

After initial recognition, available-for-sale financial investments are
subsequently measured at fair value, with unrealised gains or losses
recognised as other comprehensive income in the available-for-sale
investment revaluation reserve until the investment is derecognised, at
which time the cumulative gain or loss is recognised in profit or loss in other
income, or until the investment is determined to be impaired, when the
cumulative gain or loss is reclassified from the available-for-sale investment
revaluation reserve to profit or loss in other gains or losses. Interest whilst
holding the available-for-sale financial investments are reported as interest
income and are recognised in profit or loss as other income in accordance
with the policies set out for “Revenue recognition” below.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

INVESTMENTS AND OTHER FINANCIAL ASSETS (CONTINUED)
(b) AVAILABLE-FOR-SALE FINANCIAL ASSETS (CONTINUED)

When the fair value of unlisted equity investments cannot be reliably
measured because (i) the variability in the range of reasonable fair value
estimates is significant for that investment or (i) the probabilities of the
various estimates within the range cannot be reasonably assessed and
used in estimating fair value, such investments are stated at cost less any
impairment losses.

The Group evaluates whether the ability and intention to sell its available-
for-sale financial assets in the near term are still appropriate. When, in rare
circumstances, the Group is unable to trade these financial assets due to
inactive markets, the Group may elect to reclassify these financial assets
if management has the ability and intention to hold the assets for the
foreseeable future or until maturity.

For a financial asset reclassified from the available-for-sale category, the
fair value carrying amount at the date of reclassification becomes its new
amortised cost and any previous gain or loss on that asset that has been
recognised in equity is amortised to profit or loss over the remaining life
of the investment using the effective interest rate. Any difference between
the new amortised cost and the maturity amount is also amortised over
the remaining life of the asset using the effective interest rate. If the asset
is subsequently determined to be impaired, then the amount recorded in
equity is reclassified to profit or loss.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

DE-RECOGNITION OF FINANCIAL ASSETS

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

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

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

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

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying amount of
the asset and the maximum amount of consideration that the Group could
be required to repay.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

IMPAIRMENT OF FINANCIAL ASSETS

The Group assesses at the end of each reporting period whether there is
objective evidence that a financial asset or a group of financial assets is
impaired. An impairment exists if one or more events that occurred after
the initial recognition of the asset have an impact on the estimated future
cash flows of the financial asset or the group of financial assets that can be
reliably estimated. Evidence of impairment may include indications that a
debtor or a group of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the probability that
they will enter bankruptcy or other financial reorganisation and observable
data indicating that there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic conditions that correlate
with defaults.

(a) FINANCIAL ASSETS CARRIED AT AMORTISED COST

For financial assets carried at amortised cost, the Group first assesses
whether impairment exists individually for financial assets that are
individually significant, or collectively for financial assets that are not
individually significant. If the Group determines that no objective evidence
of impairment exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial assets
with similar credit risk characteristics and collectively assesses them for
impairment. Assets that are individually assessed for impairment and
for which an impairment loss is, or continues to be, recognised are not
included in a collective assessment of impairment.

The amount of any impairment loss identified is measured as the difference
between the asset’s carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not yet been
incurred). The present value of the estimated future cash flows is discounted
at the financial asset’s original effective interest rate (i.e., the effective
interest rate computed at initial recognition).

The carrying amount of the asset is reduced through the use of an
allowance account and the loss is recognised in profit or loss. Interest
income continues to be accrued on the reduced carrying amount using
the rate of interest used to discount the future cash flows for the purpose
of measuring the impairment loss. Loans and receivables together with any
associated allowance are written off when there is no realistic prospect of
future recovery and all collateral has been realised or has been transferred
to the Group.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3. TESBERHEE(E)

(CONTINUED)
IMPAIRMENT OF FINANCIAL ASSETS (CONTINUED)
(@ FINANCIAL ASSETS CARRIED AT AMORTISED COST (CONTINUED)

If, in a subsequent period, the amount of the estimated impairment loss
increases or decreases because of an event occurring after the impairment
was recognised, the previously recognised impairment loss is increased or
reduced by adjusting the allowance account. If a write-off is later recovered,
the recovery is credited to other expenses in profit or loss.

(b) FINANCIAL ASSETS CARRIED AT COST

If there is objective evidence that an impairment loss has been incurred,
the amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows
discounted at the current market rate of return for a similar financial asset.
Impairment losses are not reversed.

(@ AVAILABLE-FOR-SALE FINANCIAL ASSETS

For available-for-sale financial investments, the Group assesses at the
end of each reporting period whether there is objective evidence that an
investment or a group of investments is impaired.

If an available-for-sale asset is impaired, an amount comprising the
difference between its cost (net of any principal payment and amortisation)
and its current fair value, less any impairment loss previously recognised in
profit or loss, is removed from other comprehensive income and recognised
in profit or loss.

In the case of equity investments classified as available for sale, objective
evidence would include a significant or prolonged decline in the fair
value of an investment below its cost. “Significant” is evaluated against the
original cost of the investment and “prolonged” against the period in which
the fair value has been below its original cost. Where there is evidence of
impairment, the cumulative loss — measured as the difference between
the acquisition cost and the current fair value, less any impairment loss on
that investment previously recognised in profit or loss — is removed from
other comprehensive income and recognised in profit or loss. Impairment
losses on equity instruments classified as available for sale are not reversed
through profit or loss. Increases in their fair value after impairment are
recognised directly in other comprehensive income.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

IMPAIRMENT OF FINANCIAL ASSETS (CONTINUED)
(@ AVAILABLE-FOR-SALE FINANCIAL ASSETS (CONTINUED)

The determination of what is “significant” or “prolonged” requires judgement.
In making this judgement, the Group evaluates, among other factors, the
duration or extent to which the fair value of an investment is less than its
cost.

In the case of debt instruments classified as available for sale, impairment is
assessed based on the same criteria as financial assets carried at amortised
cost. However, the amount recorded for impairment is the cumulative loss
measured as the difference between the amortised cost and the current fair
value, less any impairment loss on that investment previously recognised
in profit or loss. Future interest income continues to be accrued based
on the reduced carrying amount of the asset using the rate of interest
used to discount the future cash flows for the purpose of measuring the
impairment loss. The interest income is recorded as part of finance income.
Impairment losses on debt instruments are reversed through profit or loss if
the subsequent increase in fair value of the instruments can be objectively
related to an event occurring after the impairment loss was recognised in
profit or loss.

FINANCIAL LIABILITIES
INITIAL RECOGNITION AND MEASUREMENT

Financial liabilities are classified, at initial recognition, as financial liabilities
at fair value through profit or loss, loans and borrowings, or as derivatives
designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of
loans and borrowings, net of directly attributable transaction costs.

The Group's financial liabilities include trade and bill payables, certain
accruals and other payables, loan from a non-controlling interest, amounts
due to related companies, interest-bearing bank and other borrowings and
bonds payable.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

FINANCIAL LIABILITIES (CONTINUED)
SUBSEQUENT MEASUREMENT

The subsequent measurement of financial liabilities depends on their
classification as follows:

(a) LOANS AND BORROWINGS

After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost, using the effective interest rate
method unless the effect of discounting would be immaterial, in which
case they are stated at cost. Gains and losses are recognised in profit or
loss when the liabilities are derecognised as well as through the effective
interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the
effective interest rate. The effective interest rate amortisation is included in
finance costs in profit or loss.

(b) CONVERTIBLE BONDS

The component of convertible bonds that exhibits characteristics of a
liability is recognised as a liability in the statement of financial position, net
of transaction costs. On issuance of convertible bonds, the fair value of the
liability component is determined using a market rate for an equivalent
non-convertible bond; and this amount is carried as a long term liability on
the amortised cost basis until extinguished on conversion or redemption.
The remainder of the proceeds is allocated to the conversion option that
is recognised and included in shareholders’ equity, net of transaction
costs. The carrying amount of the conversion option is not remeasured in
subsequent years. Transaction costs are apportioned between the liability
and equity components of the convertible bonds based on the allocation
of proceeds to the liability and equity components when the instruments
are first recognised.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

DE-RECOGNITION OF FINANCIAL LIABILITIES

A financial liability is derecognised when the obligation under the liability is
discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability
are substantially modified, such an exchange or modification is treated as
a derecognition of the original liability and a recognition of a new liability,
and the difference between the respective carrying amounts is recognised
in profit or loss.

OFFSETTING OF FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are offset and the net amount
is reported in the statement of financial position if there is a currently
enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.

CONVERTIBLE BONDS

Convertible bonds issued by the Group are recognised and included in
shareholders’ equity based on the terms of the contract. Transaction costs
are deducted from equity, net of associated income tax. The carrying
amount of the convertible bonds is not remeasured in subsequent years.
Convertible bond interests of 2% (2016: 4.5%) per annum is payable in cash
annually in arrears on the anniversary of the issue date (i.e. 21 December
2011) in each year, commencing on the first anniversary of the issue date,
which are accrued and paid through the transfer from retained profits of
the Group.

BONDS PAYABLE

Bonds payable are classified under loans and borrowings and recognised
initially at fair value. After initial recognition, bonds payable are
subsequently measured at cost because the effect of discounting would be
immaterial as their terms are relatively short.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

CASH AND CASH EQUIVALENTS

For the purpose of the consolidated statement of cash flows, cash and cash
equivalents comprise cash and bank balances and short-term highly liquid
investments that are readily convertible into known amounts of cash, are
subject to an insignificant risk of changes in value, and have a short maturity
of generally within three months when acquired, less bank overdrafts which
are repayable on demand and form an integral part of the Group’s cash
management.

For the purpose of the consolidated statement of financial position, cash
and cash equivalents comprise cash on hand and at banks, including short-
term deposits, and assets similar in nature to cash, which are not restricted
as to use.

INVENTORIES

Inventories are stated at the lower of cost and net realisable value. Cost
is determined on the weighted average basis and, in the case of work in
progress and finished goods, comprises direct materials, direct labour
and an appropriate proportion of overheads. Net realisable value is based
on estimated selling prices less any estimated costs to be incurred to
completion and disposal.

PROVISIONS

A provision is recognised when a present obligation (legal or constructive)
has arisen as a result of a past event and it is probable that a future outflow
of resources will be required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a
provision is the present value at the end of the reporting period of the
future expenditures expected to be required to settle the obligation. The
increase in the discounted present value amount arising from the passage
of time is included in finance costs in the statement of profit or loss.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

GOVERNMENT GRANTS

Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates to an expense
item, it is recognised as income on a systematic basis over the periods that
the costs, which it is intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is credited to a deferred
income account and is released to the statement of profit or loss over the
expected useful life of the relevant asset by equal annual instalments.

BORROWING COSTS

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, i.e., assets that necessarily take a substantial
period of time to get ready for their intended use or sale, are capitalised as
part of the cost of those assets. The capitalisation of such borrowing costs
ceases when the assets are substantially ready for their intended use or
sale. Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is deducted
from the borrowing costs capitalised. All other borrowing costs are
expensed in the period in which they are incurred. Borrowing costs consist
of interest and other costs that an entity incurs in connection with the
borrowing of funds.

EMPLOYEE BENEFITS — PENSION BENEFITS

The employees of the Group's subsidiaries which operate in Mainland China
are required to participate in a central pension scheme operated by the
local municipal government. The subsidiaries are required to contribute
a percentage of their payroll costs to the central pension scheme. The
contributions are charged to the statement of profit or loss as they become
payable in accordance with the rules of the central pension scheme.

The Company makes contributions to the Central Provident Fund Scheme
in Singapore, a defined contribution pension scheme. Contributions to the
defined contribution pension scheme are recognised as an expense in the
period in which the related service is performed.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

LEASES

Leases where substantially all the rewards and risks of ownership of assets
remain with the lessor are accounted for as operating leases. Where the
Group is the lessee, rentals payable under operating leases net of any
incentives received from lessor are charged to profit or loss on the straight-
line basis over the lease terms.

REVENUE RECOGNITION

Revenue is recognised when it is probable that the economic benefits will
flow to the Group and when the revenue can be measured reliably, on the
following bases:

(a) SALE OF GOODS

Revenue from sale of goods is recognised upon the transfer of significant
risk and rewards of ownership of the goods to the customer, which
generally coincides with delivery and acceptance of the goods sold.

(b) INTEREST INCOME

Interest income is recognised on an accrual basis using the effective interest
method by applying the rate that exactly discounts the estimated future
cash receipts over the expected life of the financial instrument or a shorter
period, when appropriate, to the net carrying amount of the financial asset.

(@ RENTAL INCOME

Rental income is recognised on a time proportion basis over the lease term.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

INCOME TAXES

Income tax comprises current and deferred tax. Income tax relating to items
recognised outside profit or loss is recognised outside profit or loss, either
in other comprehensive income or directly in equity.

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

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

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

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

- In respect of taxable temporary differences associated with
investments in subsidiaries, associates and joint ventures, where the
timing of the reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not reverse in
the foreseeable future.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

INCOME TAXES (CONTINUED)

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

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

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

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

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply to the period when the asset is realised or the liability
is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the end of the reporting period.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

INCOME TAXES (CONTINUED)

Deferred tax assets and deferred tax liabilities are offset if and only if the Group
has a legally enforceable right exists to set off current tax assets and current
tax liabilities and the deferred tax assets and deferred tax liabilities relate
to income taxes levied by the same taxation authority on either the same
taxable entity or different taxable entities which intend either to settle current
tax liabilities and assets on a net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in which significant amounts
of deferred tax liabilities or assets are expected to be settled or recovered.

SEGMENT REPORTING

For management purposes, the Group is organised into operating
segments based on their products and the segment results are reported
directly to the management of the Company who regularly reviews the
segment results in order to allocate resources to the segments and to
assess the segment performance. Additional disclosures on each of these
segments are shown in note 5, including the factors used to identify the
reportable segments and the measurement basis of segment information.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

CONTINGENCIES

A contingent liability is:

(a) a possible obligation that arises from past events and whose
existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events not wholly
within the control of the Group;

or

(b) a present obligation that arises from past events but is not
recognised because:

(i) it is not probable that an outflow of resources embodying
economic benefits will be required to settle the obligation;
or

(i) the amount of the obligation cannot be measured with
sufficient reliability.

A contingent asset is a possible asset that arises from past events and
whose existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events not wholly within the
control of the Group.

Contingent liabilities and assets are not recognised on the consolidated
statement of financial position of the Group, except for contingent liabilities
assumed in a business combination that are present obligations and which
the fair values can be reliably determined.

DIVIDENDS

Final dividends are recognised as a liability when they are approved by the
shareholders in a general meeting. Proposed final dividends are disclosed in
the notes to the financial statements.
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4. SIGNIFICANT ACCOUNTING JUDGEMENT AND
ESTIMATES

The preparation of the Group's consolidated financial statements requires
management to make judgements, estimates and assumptions that affect
the reported amounts of revenues, expenses, assets and liabilities, and
their accompanying disclosures, and the disclosure of contingent liabilities.
However, uncertainty about these assumptions and estimates could result
in outcomes that require a material adjustment to the carrying amount of
the asset or liability affected in the future periods.

JUDGEMENTS

In the process of applying the Group’s accounting policies, management
has made the following judgements, apart from those involving estimations,
which have the most significant effect on the amounts recognised in the
consolidated financial statements:

INCOME TAXES

The Group has exposure to income taxes in Singapore and the PRC.
Significant judgement is involved in determining the provision for income
taxes. There are certain transactions and computations for which the
ultimate tax determination is uncertain during the ordinary course of
business. The Group recognises liabilities for expected tax issues based
on estimates of whether additional taxes will be due. Where the final tax
outcome of these matters is different from the amounts that were initially
recognised, such differences will impact the income tax and deferred
tax provisions in the period in which such determination is made. The
carrying amounts of the Group’s income tax recoverable, income tax
payable, deferred tax assets and deferred tax liabilities at 31 December
2017 were RMB14,000, RMB31,595,000, RMB23,126,000, and RMB36,939,000,
respectively (2016: RMB1,076,000, RMB191,000, RMB23,801,000 and
RMB56,791,000, respectively).
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4. SIGNIFICANT ACCOUNTING JUDGEMENT AND
ESTIMATES (CONTINUED)

ESTIMATION UNCERTAINTY

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

IMPAIRMENT OF GOODWILL

The Group determines whether goodwill is impaired at least on an annual
basis. This requires an estimation of the value in use of the cash-generating
units to which the goodwill is allocated. Estimating the value in use requires
the Group to make an estimate of the expected future cash flows from the
cash-generating units and also to choose a suitable discount rate in order
to calculate the present value of those cash flows. The carrying amount of
goodwill at 31 December 2017 was RMB25,361,000 (2016: RMB25,361,000).
Further details are given in Note 16.

IMPAIRMENT OF COAL MINING RIGHTS

The carrying values of coal mining rights are reviewed for impairment
when events or changes in circumstances indicate that the carrying values
may not be recoverable in accordance with the accounting policy for the
impairment of non-financial assets in the section of summary of significant
accounting policies. The recoverable amounts of the coal mining rights,
or, where appropriate, the cash-generating units to which they belong,
are calculated as the value in use. Estimating the value in use requires the
Group to estimate the expected future cash flows from the cash-generating
unit and to choose a suitable discount rate in order to calculate the
present value of those cash flows. At 31 December 2017, no impairment
loss has been recognised for the coal mining rights. The carrying amount
of the coal mining rights at 31 December 2017 was RMB90,684,000 (2016:
RMB95,099,000). Further details are given in Note 17.
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4. SIGNIFICANT ACCOUNTING JUDGEMENT AND
ESTIMATES (CONTINUED)

ESTIMATION UNCERTAINTY (CONTINUED)
COAL MINE RESERVE

The estimation of the Group's coal mine reserve are inherently imprecise and
represent only approximate amounts because of the subjective judgements
involved in developing such information. There are authoritative guidelines
regarding the engineering criteria that have to be met before an estimated
coal mine reserve can be designated as “proved” and “probable”. Proved
and probable coal mine reserve estimates are updated on regular intervals
taking into recent production and technical information about each mine.
In addition, as prices and cost levels change from year to year, the estimate
of the proved and probable coal mine reserve also changes. This change is
considered a change in estimate for accounting purposes and is reflected
on a prospective basis in related amortisation rates.

The capitalised cost of the coal mining right is amortised over the estimated
useful life of the related coal mine reserve. The useful life is reviewed
annually in accordance with the production of the plants of the Group and
the proven and probable reserves of the coal mines. The carrying amount
of the coal mining rights at 31 December 2017 was RMB90,684,000 (2016:
RMB95,099,000).
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5. OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business units
based on its products, and has five reportable operating segment (2016:
three) as follows:

(i) Manufacturing and sale of urea

(if) Manufacturing and sale of compound fertiliser
(ii) Manufacturing and sale of methanol

(iv) Manufacturing and sale of melamine

(v) Manufacturing and sale of furfuryl alcohol

In the opinion of the directors, there were only limited operations in the
subsidiaries that are engaged in coal mining and the sale of coal and
the assets and liabilities were not material for the purpose of segment
reporting. Accordingly, a separate operating segment for the coal mining
business carried out by these subsidiaries has not been presented.

Except as indicated above, no operating segments have been aggregated
to form the above reportable operating segments.

Management monitors the results of the Group’s operating segments
separately for the purpose of making decisions about resources allocation
and performance assessment. Segment performance is evaluated based
on reportable segment profit, which is a measure of gross profit. Group
financing (including finance costs), income taxes and other unallocated
items, as explained below, are managed on a group basis and are not
allocated to operating segments.

Intersegment sales and transfers are transacted with reference to the selling
prices used for sales made to third parties at the then prevailing market
prices.
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5. OPERATING SEGMENT INFORMATION (CONTINUED)
ALLOCATION BASIS

Segment results include items directly attributable to a segment as well
as those that can be allocated on a reasonable basis. Unallocated items
comprise other income and gains, other expenses, selling and distribution
expenses, general and administrative expenses, finance costs and income
tax expense.

Group assets and liabilities cannot be directly attributable to individual
segments as it is impracticable to allocate them to the segments. Assets of
the Group are utilised interchangeably between different segments and
there is no reasonable basis to allocate liabilities of the Group between
different segments. Accordingly, it is not meaningful to disclose assets,

5. KeaMEs (&
D EE%E

DEHEEREDMEREGNIER RZA
BEAEMDEMIEAR - KROEIEE BHEE
AR - Bt - $HE Mo #HkH
X —RRITHFAX - BBRAARPE
BiFASE

REENEER B ET L EES EEES)
S8 BEEHBEH AL FER AT o
AEBENEEDRTRS B2 BREHE
A TR ABEREAEE YA ER
TRDHZEHE - Bt - BIELH

liabilities and capital expenditure by operating segments. BEE BEREARZITEES -
GEOGRAPHICAL INFORMATION i & & R

There is no geographical information presented as the Group mainly
operates in Mainland China only.
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5. OPERATING SEGMENT INFORMATION (CONTINUED)

SEGMENT PROFIT INFORMATION

The directors of the Company are of the opinion that the segment profit is RARIEFRRDERNAEF
the gross profit.

Compound Furfuryl
Urea fertiliser Methanol Melamine alcohol Others Elimination Total
Year ended 31 December 2017 7€ Hal i cBER HE Eh H s
B2o2-tf RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
tZR=t-BLEE AEBTR  ARETR ARMTn  ARETR ARMTn  ARMTR  ARMTR  ARETR
REVENUE BA
Sales to external customers HELNIER 2852210 2784 684,597 382,546 462,094 908,216 - 7,561,547
Intersegment sales HBEEE 1,341,358 43,19 3,069 - - 93103 (1,480,726) -
Total revenue aa 4,193,628 2,315,020 687,666 382,546 462,094 1,001,319 (1,480,726) 7,561,547
Seqmentesul S5%E 654,770 314507 128807 215234 5812 29820 - 1586950
Reconciliation: %
Interest income HEMA 10,962
Unallocated otherincomeand gains  RATEAMA R 76632
Unallocated expenses AEFR (903976)
Finance costs BRI (285,851)
Profitbefore tax W BiRLRR 484717
Income tax expense FERER (61,185)
Profitfor the year RERER 423532
Other segment information: EtiAHER
Gain on disposal of tems of property, (i EWIE » BER
plant and equipment (Note 6) BCEEL
(Kite) 3216
Depreciation of tems of property, 415 » MR fEER
plant and equipment (Note 7) iEGE)) 606,984
Amortisation of prepaid lnd lease  TEff H A E 7B
payments (Note 7) (B3 7) 9605
Amortisation of coal mining rights /B R R IEESH
(Note7) (Bt3t7) 4415
Capital expenditure* ERER" 1,384,113
| ]
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5. OPERATING SEGMENT INFORMATION (CONTINUED) 5. RK&o5H&ER (&)

Compound
Urea fertiliser Methanol Others Elimination Total
Year ended 31 December 2016 K& EEE il HAt #iH @t
HEZZT—AF RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
+TZA=T—HIFE ARETT  ARETT ARETT ARETT ARETT ARETR
REVENUE WA
Sales to external customers HERINDIRP 2,939,765 1,657,994 532401 580,538 - 5710698
Intersegment sales AEEEE 273336 11230 2,266 6,366 (293,198) -
Total revenue BRA 3,213,101 1,669,224 534,667 586,004 (293,198) 5710698
Segment result NEEE 558,767 277821 79,720 107,300 - 1,023,608
Reconciliation: HEE -
Interest income FIBMA 15,705
Unallocated other income FOEEMBEAR
and gains e 54,280
Unallocated expenses RS (787,138)
Finance costs TR (266,366)
Profit before tax BRECAD R 40,089
Income tax expense FSHREY (11,054)
Profit for the year KEEREA 29,035
Other segment information: Hithn BER :
Loss on disposal of items of HENE  HER
property, plantand equipment  :REIEE MEE
(Note 6) GED) 2424
Depreciation of items of property,  #1% « BE K
plant and equipment (Note 7) LEBEME
GEY) 522,118
Amortisation of prepaid land BT AERE
lease payments (Note 7) BR (5t 7) 8610
Amortisation of coal mining rights A 5 BRI 4
(Note 7) (PHzE7) 4415
Capital expenditure* BEART 824,580
|

*

Capital expenditure consists of additions to property, plant and equipment and

intangible assets including assets acquired from the acquisition of a subsidiary.
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6. WA - HtWAKUzs
WA - BIAREERERE  HEEMIH

6. REVENUE, OTHER INCOME AND GAINS

Revenue, which is also the Group's turnover, represents the net invoiced

value of goods sold, after deduction of relevant taxes and allowances for

returns and trade discounts.

An analysis of the Group's revenue, other income and gains is as follows:

FBRAEATIE RERFTNENFERE

(=

AER B R WA - B AU S Wz o A a0

I
Group
rEEH
2017 2016
—E—tF AN
RMB’000 RMB'000
AR%TR ARETFT
Revenue A
Sales of goods HEEm 7,561,547 5,710,698
]
Other income and gains HW AR WS
Bank interest income RITHRLEMA 10,962 15,705
Net profit from sales of by-products S BIE mAv AL A 25,304 7474
Net income on sale of electricity and water HEKEM T 1,422 -
Amortisation of deferred grants (note 27) RO 5 (fI7E27) 7,774 5,943
Subsidy income [GEUEAL N 27,660 25,681
Compensation income ek 4,083 10,373
Rental income HAEWA - 2,787
Exchange gains b 5 e 6,797 -
Gain on disposal of items of property, HEME  HEK
plant and equipment HEEE K 3,216 -
Others Hih 376 2,022
87,594 69,985
]
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7.  PROFIT BEFORE TAX 7. BRBIAIEF
The Group's profit before tax is arrived at after charging/(crediting): REBABRFATEFI TR (A -
Group
rEH
2017 2016
—E—tF ZE—RF
Notes RMB’000 RMB'000
B AR® TR ARETIT
Cost of inventories sold HEFERAR 5,974,597 4,687,090
Depreciation of itemns of property, mE - BER
plant and equipment REEBEINE 14 606,984 522,118
Amortisation of prepaid land lease payments  FE A< - 1t FH & 51 I8 8§ 15 9,605 8610
Amortisation of coal mining rights TR PR B 17 4,415 4415
Minimum lease payments under g **fHZ’JIETE’]
operating leases: FIERS
Land T 1,276 1272
Buildings B 2,239 2,239
Factories T 1,858 1,000
5,373 4511
Auditor’s remuneration BRI & 2,666 2317
Employee benefit expenses (including REBIMHX (BFE
directors' remuneration (Note 9)): EEH (FF3E9))
Salaries and bonuses e RitA 523,467 349,114
Pension scheme contributions RS FHEIHR
(defined contribution scheme) (AREH-FKEED 73,343 23,380
Benefits in kind EWHE 29,019 26,331
625,829 398,825
Impairment of an available-for-sale A ERERES
investment* 18 = 792
Unrealised exchange (gain)/loss, net* REHEH (W)
E1E - FE (6,008) 24,398
Realised exchange (gain)/loss, net* BEIREY (W),
EE - FE (789) 3815
Loss on disposal of items of property, HEWE  HEK
plant and equipment* HABIE B B EsE = 2424
|
* Included in “Other expenses” disclosed in the consolidated statement of profit or * FFAGEERREMEEEERAAEERN
loss and other comprehensive income. [EfbFSZ] -
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8. FINANCE COSTS 8. MEMAEAE

The Group's finance costs are analysed as follows: REBRMBRERSITAT -
Group
TEH

2017 2016

S i
RMB’000 RMB'000
ARMTT ARMTFTE

Interest on bank loans, overdrafts, other loans and $R1TE R « $RI1THES
bonds payable (including government loans) HttEFRREES

(BREBUTER) HEMNTE 285,851 278,081
Less: Interest capitalised B FEERE - (11,715)
285,851 266,366
L]
9. DIRECTORS’ REMUNERATION 9. EE=ME
Directors' remuneration for the year is as follows: REEEFHMSIT
Group
rEE
2017 2016
—E—+tF ZE—REF
RMB’000 RMB'000
AR%TT AREETIT
Fees ok 800 800
Other emoluments: Hnf < -
Salaries, allowances and benefits in kind e R REYNZ® 2,274 2217
Performance related bonuses* ES PN 8,977 -
Pension scheme contributions RN FT IR 66 123
11,317 2,340
12,117 3,140
|
* Certain executive directors of the Company are entitled to bonuses which are * RNTETHRITESBRESRAEER
determined as a percentage of the profit after tax of the Group. FigmFE oD LEFERIELL o
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9. DIRECTORS’ REMUNERATION (CONTINUED) 9. E=EM<E (&)
(@) INDEPENDENT NON-EXECUTIVE DIRECTORS (@) BAFEHITES
The fees paid to independent non-executive directors during the year were  FRN TEIUEMITEST 2SN T -
as follows:
Group
KEH
2017 2016
—E—tF —ERF
RMB’000 RMB'000
ARET T ARETTT
Ong Kian Guan TR 300 300
Li Shengxiao TER 250 250
Ong Wei Jin FAC 250 250
800 800
I

There were no other emoluments payable to the independent non-  FABLEEN T & IEB1TE F &9 H {0 B
executive directors during the year (2016: Nil). B(ZE—RF:HE)o
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9. DIRECTORS’ REMUNERATION (CONTINUED)

(b) EXECUTIVE DIRECTORS AND A NON-EXECUTIVE DIRECTOR

Fees
Year ended 31 December 2017 e

RMB'000
AR®T

BE_E—t&
TZA=t—-HLEE

Salaries,
allowances and
benefits in kind

2L
REWAE

RMB’000
ARET

9. EEM=#HE
b) HITEBR-—BFITES

Performance-
related bonuses
WA
RMB’000
ARET T

contributions

Pension

scheme
Total
remuneration
b
RMB’000
ARBTT

Bk S
TR
RMB'000

ARBT

Executive directors: HITESE:
Liu Xingxu 218 - 878 3,591 22 4,491
Yan Yunhua BiE - 698 2,693 22 3413
Zhang Qingjin KES - 698 2,693 22 3,413
- 2,274 8,977 66 11,317
Non-executive director; FHTEE
Lian Jie 2 - - - - -
- 2,274 8,977 66 11,317

Year ended 31 December 2016 ~ —F—xF+_F

=t—BIEFE
Executive directors: HiTES
Liu Xingxu 2% - 859 - 41 900
Yan Yunhua Bag - 679 - 41 720
Zhang Qingjin RES - 679 - 41 720
- 2217 - 123 2,340
Non-executive director: FHTES:
Lian Jie B2 - - - - -
- 2217 - 123 2,340

There was no arrangement under which a director waived or agreed to

waive any remuneration during the year (2016: Nil).

During the year, no remuneration was paid by the Group to the directors as
an inducement to join or upon joining the Group or as compensation for

loss of office.

F PR E SR W k(R B ER (A B

T H

TH(ZT—RF  E) -

FR - AN E W E R E A E

% ER

AA SR NN 5 [ B 1) B2 8D o /A R R

HH1E o
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10. FIVE HIGHEST PAY EMPLOYEES 10. TEBREHHMES

The five highest paid employees during the year included three (2016: ARBEAXRFEN R EZaTMEERE=
three) directors, details of whose remuneration are set out in Note 9 above. [ ZEBE—RF: ZR)EFE - EWemsF
Details of the remuneration of the remaining two (2016: two) non-director, BER EXHF BEESMA(ZZ

highest paid employees for the year are as follows: —RNF o WMB) IEE RS ME S A
BHFFBEAT ¢
Group
TEH
2017 2016
—ZE—+F ZEREF
RMB’000 RMB'000
AR%TR ARETFT
Salaries, allowances and benefits in kind e R REYN 424 450
Performance-related bonuses ES vl 1,200 1,200
Pension scheme contributions RIREETEIHE 43 82
1,667 1,732
|

The number of non-director, highest paid employees whose remuneration MleE T 3HE s ANFFESR=EHHE

fell within the following bands is as follows: EWMEBWT :
Group
TEE
2017 2016
—E—t5F —E—REF
RMB’000 RMB'000
AR%TT AREFIT
Nil to RMB500,000 T AR 5000007 - -
RMB500,001 to RMB1,000,000 AREE 500001 TTE
AREE 1,000,0007T 2 2

2
|

During the year, no remuneration was paid by the Group to the five REEA - NEEWFE R AL RS
individuals with the highest emoluments in the Group as an inducementto ~ EE X{IF& - EAMASRINAREE
join or upon joining the Group or as compensation for loss of office. s ) SRR S fE R R VR (B o
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11. INCOME TAX

The Company is incorporated in Singapore and is subject to income tax at
the rate of 17% (2016: 17%) for the year.

Taxes on profits assessable elsewhere have been calculated at the rates of
tax prevailing in the countries in which the Group operates.

The Company’s subsidiaries in Mainland China are subject to income tax at
the rate of 25% (2016: 25%). In year 2017, two of the subsidiaries were given
the New/High Tech Enterprise Award as recognition of their innovation and
use of state-of-the-art equipment. This award brought these subsidiaries a
tax concession of a lower income tax rate (i.e. 15%) for the year ended 31
December 2017 and the years ending 31 December 2018 and 2019.

The major components of income tax expense for the financial years ended
31 December 2017 and 2016 are:

1. FBH

RABIRF IS MR - RAFE AR
17% ( ZZF—7NF  17%) BT 155 R4
ANFRIE o

P E At 3 77 R BR A et ) A A TR I AN 5 [ 48
EREMBERRITHR K -

ARBHMEB AN B A ERFSH
TR 250 ( ZZF— 7 : 25%) BUNTRIE -
RZZE—+F EFRRNBATERES
MRMEERE - U EERHRAIF RE
RS ERRITERME - ZRIBFEZENBA
ANEE_E—+tF+-_HA=+—H0"
—E-NFF+A=+—HEZZE—NHF
T+ A=+ HIFEAZEREMER
FRE (BN15%) RIS EE -

BE_Z2—+t8Kk=-_ZT—X"F+=-H
Tt BUHVRFEMSHAS 2 EES
DI

Group
rEE
2017 2016
—g—t% —Ex
RMB’000 RMB'000
AR®TT ARETIT
Current - PRC BNER -
Charge for the year FREBIE 77,294 18,504
Under provision in prior years BEFERETR 3,068 3011
Deferred (Note 32) SEAETRIA (M7E32) (19,177) (10461)
Total tax charge for the year RNFERBRY LR 61,185 11,054
]
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11. INCOME TAX (CONTINUED) 11. Fri8%i (&)

A reconciliation of the tax expense applicable to profit before tax at the ~ ANEEERBEANAR AR REWE QRN
statutory rates for the countries in which the Company and its subsidiaries  7EBIZK 89)% € 1 51 & #BR A% Al & 1 8975
are domiciled to the tax charge for the year at the effective tax rate is as MR X BIR BRI R B o I8 H 2 B AR

follows: LU
Group
rEH
2017 2016
—E—tF A
RMB’000 RMB'000
ARETR ARETFT
Profit before tax FRAE Al ) 484,717 40,089
Tax at statutory tax rates REEREAENIE 121,179 13,148
Adjustments in respect of current tax of BT FERENEITIIA
prior years {ER R FHEE 3,068 3,011
Effect of a tax concession BB EENTE (74,493) (15,210)
Expenses not deductible for tax Gk 4,823 5319
Tax losses not recognised RHERTIE R E 7,484 4,874
Withholding tax TEINIA (1,202) -
Others At 326 (88)
Tax charge at the effective rate of 12.6% REBE 1260 (=T —RF :
(2016: 27.6%) 276%) s ERIBIRR X 61,185 11,054
|
12. DIVIDEND 12. KRR
Group
rEH
2017 2016
—ZE—+F ZEREF
RMB’000 RMB'000
ARETR ARETFT
Proposed final dividend - RMB849 cents BEARHIRE - BB
(2016: RMB4.00 cents) per ordinary share AREE849 7
(ZZE—RF:AR¥4009) 85,500 40,000
]
The proposed final dividend for the year is subject to the approval of the ~ RFREZNARAREBFRRFRER
Company’s shareholders at the forthcoming annual general meeting. A RITHRRBFRE LBE - 1RAIE
g °
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13. EARNINGS PER SHARE ATTRIBUTABLE TO 13. BAREEREZEEAEMN
ORDINARY EQUITY HOLDERS OF THE PARENT BRER

The calculation of basic and diluted earnings per share amount is based BREAREERNGEIREBESAGE

on the profit for the year attributable to ordinary equity holders of the AR ERFFAEAREFR R - REHE

parent, and the weighted average number of ordinary shares (inclusive ~ AR ZZF——F B2 TR RRESH

of mandatorily convertible instruments issued) of 1,171,736,000 (2016: & AR ANHEF9E01,171,736,000 & (BIEE

1,176,000,000), as adjusted to reflect the convertible bonds issued in 2011. BTH RS R T R) (ZE—RF -
1,176,000,000 %) 5 HAS H ©

The calculations of basic and diluted earnings per share are based on the ~ FREARNREERATIERUTEIEE

following data: 15 -
Group
rEH
2017 2016
—E—tF ZEREF
RMB’'000 RMB'000
AR¥T T AREFT
Earnings B
Profit attributable to ordinary equity holders of ~ FARARTE AR EA K #EE & F|
the parent, used in the basic and diluted EORS/NEIR-SE] s
earnings per share calculation HH AERGR] 397,778 30,120
|
Group
rEE
2017 2016
—E—+tF ZE—RF
Number of shares Number of shares
REOEE avEd=
Shares 8}
Weighted average number of ordinary shares A EORERLE SR
(inclusive of mandatorily convertible = &Y AR N 15 25
instruments issued) for the purpose of (BIEEEITRIRR BT
calculating basic and diluted earnings g T R)
per share 1,171,736,000 1,176,000,000
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14. PROPERTY, PLANT AND EQUIPMENT 14. Y% - BWENRKE
31 December 2017 R=-B—+tH&+=A=+—H

Office
Otherfixtures equipment
and structures Plantand  and fumiture Motor  Construction

Buildings HftEE  machinery BAZE vehicles  in progress Total

B7 MEUREE HEREE RERGR RE  HERIE it
RMBOOO  RMBOOD  RMBOOO  RMBOO0  RMBOO0  RMBOOD  RMB000

ARBTR ARMTR ARBTR ARMTR ARETR ARMTR ARETR

Cost ﬁm‘i

At January 2017 RZZ5—t5-A-H 1061400 124733 6,877,643 281,738 85447 897182 10428152
Additions hE 8613 6,315 64477 8070 9908 1269488 1366871
Transfers EE 122,868 438,983 3177 1,226 - (886,254) -
Disposals & (83,843) (88304)  (224043) (2623) (2,006) - (400,819)
At31 December 2017 RZE—tE+ZA=1-H 1109047 1581727 7,041,254 288411 93349 1280416 11,394,204
Accumulated depreciation ZiHE

At January 2017 e e 147,008 181203 1719306 138,351 40,563 - 226631
Depreciation during the year (Note 7 g (i) 44,294 85,044 43517 41,325 12,804 - 606,984
Disposals e (5,057) (6:829) (33,067) (855) (1,186) - (46,994)
At31 December 2017 RZE—tE+ZR=1-R 186,445 259418 2109756 178821 52,181 - 278662
Net carrying amount; EEE:

At31 Decernber 2017 REE-tETZA=1-H 90602 1322309 4931498 109,590 41168 1280416 8,607,583

The Group has pledged plant and machinery with a net carrying value A& E 2 R BREIFE A K ¥ 190,096,000

of RMB190,096,000 (2016: RMB220,991,000) to secure a bank borrowing TT(ZZ—RF : AR%220991,0007T) B

granted to the Group (Note 29). B RS AR IX T AL E —ITHIRTTERK
(PfF7E 29) ©
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14.

31 December 2016

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

14. Y% - BENKE (&)

R-ZEB-R"E+=ZA=+—H

Office
Otherfixtures equipment and
and structures Plant and furniture Motor  Construction
Buldings EfEE  machiney  HAZRE vehicles— n progress Total
BF WEMREE BRREZ REx& A keI )
RMBOOD RMBOQO RMBOOD RMBOOD RMBOOD  RMBOOD RMBOQD
Group 1%E ARBTR  ARETT  ARETR  ARETR  ARETRT ARETT  ARETR
Cost A
At1 January 2016 R-Z2-7F-A-R 1024708 4414 6284876 1383 79009 898365 972515
Additions hE 464 15727 58833 11,41 8406 633889 732738
Transfers e 419 3459 549290 8017 - (63509 -
Disposals HE (11,134) - (15356) (1383) (1968) - (29801)
At31 December 2016 RZF-~ETZA=1-R 1061409 124733 6877643 281738 85447 87182 10428152
Accumulated depreciation ZihE:
At1 January 2016 W=E-7 F-F-H 106,569 133112 1337785 104831 253 - 1711450
Depreciation during the year (Note 7) ERE(H7) 4035 28530 385576 33640 12337 - 522118
Disposals & (139%) (439) (4055) (120) (927) - (6%7)
At31 Decernber 2016 RZE-E+ZR=1-R 147208 181,203 1719306 138351 4563 - 2083
Net carrying amount: SEEE:
At31 Decernber 2016 RZE—ETZA=T-H 914201 1,043,530 5158337 143367 4484 897,182 8201521
15. PREPAID LAND LEASE PAYMENTS AND OTHER 15. AT AERERHEMMER
INTANGIBLE ASSETS BE
2017 2016
—E—tF A
Notes RMB’000 RMB'000
Group REHE M 5E ARET T ARET T
Carrying amount at 1 January R—A—B&REE 383,024 194,792
Additions NE 17,242 91,842
Addition through acquisition of a subsidiary B BUEEHTB A FIAE - 105,000
Amortisation during the year FREEE 7 (9,605) (8610)
Carrying amount at 31 December R+-—A=+—H81
AREE 390,661 383,024
Current portion included in prepayments FTATERFIER
BVERER 19 (8,953) (8,610)
Non-current portion JERNHRER 2> 381,708 374,414
]
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16. GOODWILL 16. BH&
RMB’000
ARETT
Cost: D% NE
At 1 January 2016, 31 December 2016, WZE—"F—A—H —2—X~"F+=-A=+—8"
1 January 2017 and 31 December 2017 —EHF-A-RARET—tFT_HA=+—H 25,361
Accumulated impairment: HEPRE
At 1 January 2016, 31 December 2016, R-ZT—R"F—A—H TS +-A=+-—H8"
1 January 2017 and 31 December 2017 —E—tF—-A—HAR-_E—+F+-_A=+—H -
Net carrying amount: BREDVFE -
At 31 December 2017 RZE—+F+-A=+—H 25,361
At 31 December 2016 RZZE—R"F+—A=1+—H 25,361
|

IMPAIRMENT TESTING OF GOODWILL

Goodwill acquired through business combinations amounting to
RMB25,361,000 (2016: RMB25,361,000) has been allocated to the coal
mining cash-generating units for impairment testing.

The recoverable amount of the coal mining cash-generating unit has
been determined based on a value-in-use calculation using cash flow
projections based on financial budgets covering a 30-year period approved
by management. The pre-tax discounted rate applied to the cash flow
projections is 11.2% (2016: 10.9%).

Based on the annual impairment testing, no impairment charge was
recognised during the year.
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16. GOODWILL (CONTINUED)

ASSUMPTIONS USED IN THE VALUE-IN-USE CALCULATION

The following describes each key assumption on which management has
based its cash flow projections to undertake the impairment testing of
goodwill:

(1) BUDGETED GROSS MARGIN

The basis used to determine the value assigned to the future gross margin
is the average gross margin achieved in the year immediately before the
budget year, increased for expected efficiency improvements and expected
market development.

(1) RAW MATERIALS PRICE

The basis used to determine the value assigned to raw materials price is the
forecast price indices during the budget year.

1y COMMODITY PRICE

The basis used to determine the value assigned to commodity price is the
expectation of future changes in the market.

(V) PRE-TAX DISCOUNT RATE

The pre-tax discount rate used is before tax and reflects specific risks
relating to the relevant unit.

With regards to the assessment of value in use for coal mining cash-
generating unit, management believes that no reasonably possible changes
in any of the above key assumptions would cause the carrying value of
the coal mining cash-generating unit to materially exceed its recoverable
amount.

16. BHE (&)
£ MEEFERBHRR

FEBERWTAL - B EEEDRE
R nEBAEmBETRERNR

(1) FEEFEFE
FAREERKRENENIETCEENELES
BEERBEFEZIFENESFEHER
" o RBETEEERUGE RIBE TS E
2N e

n  REMRHER
FAREERMBHERNIECEENEER
TEEFERNTEREEIEE -

PEmRER
ARETERERNECEENEELAT
BARREBHTEE -

TRRIITIR =X

5% 94 AT 9T 26 A 1 30 R R 5 AR BB
ELAETRER -

(V)

SR RBERREEEEBUNERER
mE - BEEERS  HLEEERR
AEAEESM IS EBRBRARKREE
ABUMREAERBEATRESHE
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17. COAL MINING RIGHTS 17. (ETEBRERAE

RMB’000

31 December 2017

ARBT T

Cost at 1 January 2017, net of accumulated NZZT—tF—A— BRI - kR Rty

amortisation 95,099
Amortisation provided during the year (Note 7)  FFE B S5 1B 185 (BiisE7) (4,415)
At 31 December 2017 R_Z—+F+-_A=+—H 90,684
At 31 December 2017: RZE—+F+—A=+—1:

Cost &N 109,570

Accumulated amortisation RETHESH (18,886)
Net carrying amount BRTEFE 90,684
31 December 2016 R-ZB—XE+=-A=+—8H
Cost at 1 January 2016, net of accumulated RZT—RF—HA—HHAR - bR RS

amortisation 99,514
Amortisation provided during the year (note 7) G E B85 18 (B EE7) (4,415)
At 31 December 2016 RZB—RE+-_A=+—H 95,099
At 31 December 2016 RZE—RF+ZA=+—8:

Cost DEN 109,570

Accumulated amortisation ZEHEE (14,471)
Net carrying amount AREFE 95,099

|

IMPAIRMENT TESTING OF COAL MINING RIGHTS

During the year ended 31 December 2017, the Group performed
impairment assessment on the coal mining rights of RMB90,684,000.

The recoverable amount of coal mining rights has been determined based
on a value-in-use calculation. The key assumptions are included in Note 16
to the consolidated financial statements.

Based on the annual impairment testing, no impairment charge was
recognised during the year.
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18. AVAILABLE-FOR-SALE INVESTMENTS 18. AIMHERE
Group
rEE
2017 2016
—E—tF ZE—RF
RMB’000 RMB'000
AR%TR ARETIT
Non-current IERE
Unquoted equity investment, at cost net of IELETRAIRE - LA
impairment: HIBRRE :
PRC ik 6,708 6,708
]
Current TE
Listed equity investment, at fair value: FTRARE - BATE
Singapore i 2,678 4,185
Hong Kong B 34,500 -
37,178 4,185
|
Company
AT
2017 2016
—E—tHF ZEREF
RMB’000 RMB'000
AR%TR ARETIT
Current RE
Listed equity investment, at fair value: EmRARE - mATE :
Singapore FThns 2,678 4,185
Hong Kong B8 34,500 -
37,178 4,185
|

During the year, the fair value loss in respect of an available-for-sale ~ AFE » T AEMEEB AN AIHEE

investment were charged to other comprehensive income amountedto  REFH I AT EEESEAARK

RMB1,507,000. In the prior year, the fair value gain were charged to other 1,5070007C © R EF - AFEREERE

comprehensive income amounted to RMB505,000. R AN - £% 58 A RE 505000
5T o

As at 31 December 2017, the Group's listed equity investment with a RZE—tF+ZA=+—H '  x&E
carrying value of RMB37,178,000 (2016: RMB4,185,000) was classified as EEETEAE]@?W 1780007 (ZF— /R F :

a current asset because the directors of the Company had intention to ,185,00070) B LR AR EE D ARE
dispose of the investment in the forthcoming year. éf? EARARIESTENRFHER
éf °
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18. AVAILABLE-FOR-SALE INVESTMENTS (CONTINUED) 18. TWHHERE (&)

REBZ R EMBRABFILE THERIEHR
B REKERETARTER] - —H
R B 2 AR AR EmaEftE
AR 15% 04 - I B iR A AR #7,500,000
TL(ZE—RF : ARM7,500,0007T) BB
BEAR®E79200TT(ZE—RF : ARK

The Group's investment in an unlisted equity security represents a 15%
equity interest in the unlisted registered capital of Manas Biyuan Water
Supply Company Limited (“Biyuan”), a company registered in the PRC, and
was stated at cost of RMB7,500,000 (2016: RMB7,500,000) less impairment
of RMB792,000 (2016: RMB792,000) because the directors of the Company
consider that the range of a reasonable fair value estimates is so significant

that the fair value cannot be measured reliably. The Group has no control ~ 792,0007T) ZI|8% - B A& B AT EH
nor significant influence over the financial and operating policies of Biyuan. EAK  ARAEERABEASEHER
The Group does not intend to dispose of it in the near future. NFE AEEEERURRREESH
KE -
19. PREPAYMENTS, DEPOSITS AND OTHER 19. FAFMNFIE  RERHABERRK
RECEIVABLES L
Group
rEH
2017 2016
—E—tF —E-RF
RMB’'000 RMB'000
ARETR AREFT
Non-current FERE
Prepayments for purchases of items of BEVE BERXEEE®
property, plant and equipment TERTRIE 135,493 118,391
Prepayment for acquisition of an WA B ETB I IA
available-for-sale investment - 8,025
135,493 126416
]
Current RED
Prepayments: TERFRIR
Advanced deposits to suppliers B ERriES 445,910 341,572
Current portion of prepaid land lease TEf T A EFRIER
payments (note 15) BNEAEE 5 (BIRE15) 8,953 8610
Others Hity 2,455 5,731
457,318 355913
Deposits and other receivables: Be RHEMEWEFIE
Deposits bl 103,600 -
VAT recoverable FENIE(ET 326,058 357,925
Receivable of disposal of fixed assets & EE & E 2 EIGEIE 197,636 -
Others Hity 93,818 74,653
721,112 432,578
Total prepayments, deposits and other FENRIE - Ze &k
receivables E At EYGRIA AR 1,178,430 788,491
|
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19. PREPAYMENTS, DEPOSITS AND OTHER

19. BANFIE - REREMEYRK

RECEIVABLES (CONTINUED) 15 (&)
Company
¥NNE

2017 2016

—E—+t5F —F-R
RMB’000 RMB'000
AR¥TT ARETIT

Current B
Prepayments TERTFRIR 4,805 318
]

20. INVENTORIES

2017 2016

—E—t5F A
RMB’000 RMB'000
AR®T T AREETFIT
Raw materials [EA 331,607 181,210
Parts and spares A RERTH 83,954 60,020
Work-in-progress R - 11973
Finished goods Bk an 299,477 196,302
715,038 449,505

|

21. TRADE AND BILLS RECEIVABLES

21. BEZREWFEREKRER

Group

rEH
2017 2016

—g—t% e
RMB’000 RMB'000
AR%TR ARETT
Trade receivables H 5 EMGRIE 131,017 73514
Impairment RE (3,254) -
Bills receivable RN & 33,066 1,603
160,829 75117
]

Trade receivables are non-interest-bearing and are normally settled on
terms of 30 to 90 days. They are recognised at their original invoice amounts
which represent their fair values on initial recognition. The Group’s bills
receivable are non-interest-bearing and are normally settled on terms of 90

to 180 days. Trade and bills receivables are denominated in RMB.

BIRBFIAR/RB N —RNI0ENANR
BB o ZEFRUET AL R R RS MM
R ZEARREENRERF QY
B AEENEEREE/RE N —KR1R0
E180HABIE - B 5B WA K EWE
EAAREEHE ©
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21. TRADE AND BILLS RECEIVABLES (CONTINUED)

The Group's trading terms with its customers are mainly payment in
advance or on credit for certain customers. Each customer has a maximum
credit limit. The Group seeks to maintain strict control over its outstanding
receivables and to minimise credit risk. Overdue balances are reviewed
regularly by senior management. In view of the aforementioned and the
fact that the Group's trade receivables relate to a large number of diversified
customers, there is no significant concentration of credit risk. The Group
does not hold any collateral or other credit enhancements over these
balances.

RECEIVABLES THAT ARE PAST DUE BUT NOT IMPAIRED

An aging analysis of the Group’s trade receivables as at the end of the
reporting period, based on the invoice date and net of provisions, is as
follows:

Zli'iléﬁiﬁg)fﬁﬁi%ﬂ%szgﬁﬁﬁﬁ
ETEFPUAMGBEEY - 8TFA

F“‘HEL[SE AEBEZRERFEE KT
HIm) R W R R BB AE S UREEE A

% BHEREHSREEETHEN -
B EXAt - RAKENE 5 RIKIR
DHRARESHNEF MU BEXREE
ShEE - NEEYERZTEHT AT
AR EMERRE

EEMERRE 2 B FRIR

RE B 5 R YR IR R B R R /O RR e
i (IRIRER A B R IREE) a0

Group

AREE
2017 2016
—ZE—+F ZEREF
RMB’000 RMB'000
ARBTR AREF T
Within 1 month 118 A LAR 98,220 39452
1to 3 months 1E31@A 8,058 10,289
3to 6 months 3Z6fEA 6,835 14,617
6to 12 months = 1218 H 10,969 5974
Over 12 months 12 & A LA £ 3,681 3,182
127,763 73514

I
Receivables that were neither past due nor impaired relate to a large A8 B TR AR (B A FE Y GRIE B K 23T B2
number of diversified customers for whom there was no recent history of ~ BIERCEAIH %ﬁﬂfiﬁfa °

default.

Receivables that were past due but not impaired relate to a number of
independent customers that have a good track record with the Group.
Based on past experience, the directors of the Company are of the opinion
that no provision for impairment is necessary in respect of these balances
as there has not been a significant change in credit quality and the balances
are still considered fully recoverable.
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21. TRADE AND BILLS RECEIVABLES (CONTINUED) 21. BESRWFEREKREE (&)
RECEIVABLES THAT ARE IMPAIRED EIRE 2 B FIE

The Group’s trade receivables that are impaired at the end of the reporting ~ ASEBRIWEHRE AR E 5 EKFHIE
period and the movement of the allowance accounts used to record the AR AR EN R EREENT -
impairment are as follows:

Group
rEE
2017 2016
—g—t% =
RMB’000 RMB'000
AR%TR ARETIT
Trade receivables — nominal amounts O RBGIE - BER 25 3,254 -
Less: Allowance for impairment OB (3,254) -
I
Group
rEE
2017 2016
—B—+tF ==
RMB’000 RMB'000
ARETT AREFIT
Movement in allowance accounts BiER 2
At 1 January m—H—H - -
Charge for the year FEREE (3,254) -
At 31 December B+=ZA=+—H (3,254) -

Trade receivables that are individually determined to be impaired at the & BARIERIEE ARER E 5 UK
end of the reporting period relate to debtors that are in significant financial 18 B2pE A B KB 75N 2 &2 B # R S K@ &
difficulties and have defaulted on payments. These receivables are not ~ B AR ° 7% % FEYCRIA I R A HE
secured by any collateral or credit enhancements. M EEREEER
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21. TRADE AND BILLS RECEIVABLES (CONTINUED)
RECEIVABLES THAT ARE IMPAIRED (CONTINUED)

At 31 December 2017, the Group endorsed bills receivable accepted by
banks in Mainland China (the "Endorsed Bills") with an aggregate carrying
amount of RMB1,310,538,000 (2016: RMB362,132,000) with maturity ranging
from one to six months at the end of the reporting period, to certain of its
suppliers for settlement of the trade payables due to these suppliers (the
“Endorsement”). In accordance with the Law of Negotiable Instruments in
the PRC, the holders of the Endorsed Bills have a right of recourse against
the Group if the PRC banks default (the “Continuing Involvement”). In the
opinion of the directors, all risks and rewards relating to the Endorsed Bills
have been substantially transferred upon the Endorsement. Accordingly,
the Group has derecognised the full carrying amounts of the Endorsed
Bills and the associated trade payables. The maximum exposure arising
from the Group’s Continuing Involvement in the Endorsed Bills and the
undiscounted cash flows to repurchase these Endorsed Bills is equal to
their carrying amounts. In the opinion of the directors, the fair values of the
Group's Continuing Involvement in the Endorsed Bills are not significant.

During the years ended 31 December 2017 and 2016, the Group has not
recognised any gain or loss on the date of transfer of the Endorsed Bills. No
gains or losses were recognised from the Continuing Involvement, both
during the year or cumulatively. The Endorsement has been made evenly
throughout the year.
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22. BALANCES WITH RELATED COMPANIES/A

SUBSIDIARY

Particulars of the balances with related companies and a subsidiary, in
which certain shareholders, executive directors of the Company are also
direct/indirect shareholders and directors are as follows:

Notes

BeE

22, HEEQT —HEHBLTMN
iR

HEEQRE —HMBERRNEHREY
HB(EPARBETERR - ITEFETA
B /RERRRES)NT

Group
£ EW

2017 2016
gt N
RMB’000 RMB'000
ARMT N b

Due from related companies

FE B = A R KR

Non-current:

FEENH

Xinxiang Xinlianxin Chemicals Equipment

Fapm ft\@/uﬂ:luﬂ%
BIR.

Co, Ltd. NG (i) 13,272 -
]
Current: BAR
Xinxiang Xinlianxin Chemicals Equipment b E M TR
Co, Ltd. BRAR] 0] 2,251 9,146
Xinxiang Shenzhou Anti-corrosion BTN R
Installation Co, Ltd. BRAT] (i 350 -
Xinjiang Antai Shenzhou Fengtou Co, Ltd.  ¥Ts@ Z2 2441 £ 58
BRAR] 1 -
Anhui Xinlianxin Heavy Sealing Co, Ltd. LEE L ERETE
BRAA 1 _
2,603 9,146
]
Due to related companies EREBEQIRFIE
Current: BNER
Xinxiang Shenzhou Anti-corrosion SR T4 B % 5
Installation Co, Ltd. BRAR] (20) -
Henan XLX Jingmi Fengtou Co, Ltd. AR LNE OB E R
BRAR] (23) _
Henan Xinlianxin Chemicals Group Co,, Ltd. /T@/L\L/Qﬂil’i
EFRAA (2) (1,967)
Xinjiang Antai Shenzhou Fengtou Co, Ltd.  ¥T8 % %= % WJ = L
BRA - (2192)
Biyuan 2R - (232)
(45) (4,391)
|
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22. BALANCES WITH RELATED COMPANIES/A 22, BHBENT/ —BHELRN
SUBSIDIARY (CONTINUED) EeR (&)
Company
¥ /N
2017 2016
—E—tF VAN S
RMB’000 RMB’000
AR¥T T ARETIT
Due from a subsidiary PE K BfY B A B SR IE
Henan Xinlianxin Fertiliser Co,, Ltd. SAREDEMEIEBRAE] 329,721 219,400
T
Due to a subsidiary FEA BT /B A R FRT
Henan Xinlianxin Fertiliser Co,, Ltd. ARG LNE /L\{EHEEEE 294,951 -
]

Notes: BfRE -

(i) Balance represented prepayments for equipment purchases from Xinxiang 0) BEZREBEERS  afmoEoMeT
Xinlianxin Chemicals Equipment Co., Ltd. under an equipment purchase REBRAREER %E’ﬁéﬁ KIBEREE ©
agreement. Further details are set out in Note 38(a)(ii). HE— BN FE 38

(ii) Balance represented prepayments for spare parts purchases from Xinxiang (ii) B R8T A8 N B S ﬁ%ﬁﬁﬁ EEY s
Shenzhou Anti-corrosion Installation Co,, Ltd.. Further details are set out in Note TR FIEMREE o E—SEE DERM
38(a)ii). 1 38(a)(ii)

The balances are unsecured, repayable on demand and interest-free and AR R IEIKR EEIFEH&% S H#%E
the carrying amounts of these balances approximate their fair values. e REEEEANTEES
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23. CASH AND CASH EQUIVALENTS AND PLEDGED

23. RERREEEYUREER

TIME DEPOSITS (N
Group
rEE
2017 2016
—g—tF =
RMB’000 RMB'000
AR® T ARETIT
Cash and bank balances R MIRITMEH 341,270 512,086
Time deposits TE BifF 3R 186,465 226,349
527,735 739,155
]
Less: Pledged cash and bank balance and B BRI S RIBTTARK
time deposits: TEEATF RN -
Pledged for environmental improvement BUIRIEE DI IE (5,388) -
Pledged time deposits for bills payable MENEEDERY
FHTER (181,077) (226,349)
Cash and cash equivalents ReRBREEEY 341,270 512,806
I
Company
¥ NN
2017 2016
—E—t5F ZE—RF
RMB’000 RMB'000
AR® TR ARETIT
Cash and bank balances R LIRS 52,416 13,034
I

At 31 December 2017, the cash and bank balances of the Group
denominated in RMB amounted to RMB334,583,000 (2016: RMB499,666,000).
The RMB is not freely convertible into other currencies, however, under
Mainland China’s Foreign Exchange Control Regulations and Administration
of Settlement, Sale and Payment of Foreign Exchange Regulations, the
Group is permitted to exchange RMB for other currencies through banks
authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit
rates. Short-term time deposits are made for varying periods of between
one day and three months depending on the immediate cash requirements
of the Group, and earn interest at the respective short-term time deposit
rates. The bank balances and pledged deposits are deposited with
creditworthy banks with no recent history of default.

RZZE—+F+ZA=+—H8 ' UAE
B ENASEER S RIRITEBEIA
R #5334583000 (ZZE—RF: AR
499,666,0007T) - ARBIW AR BHHAEZBA
HME® - A - BEBEPBEAHINEE
BRI R AETE - EERMESERTE @ &
SEE AR BEREETINEZEBFAIRTT
BARBHIGRBEME -

RITIF IR B B RITI BN R 6y F 8 A =
REAE - EREMERNF—HE={E
AzBmrZ2HE  REAEEAEHR
EFRME - WIZEF B 60EHERFHRA
KEREUHA B - RITHBBR R ERERTIEF
T2 A] SE SR AT B R AC 8V BRTT o
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24. TRADE PAYABLES 24. BZEMNRE
An aging analysis of the trade payables as at the end of the reporting B 5 FE N RIE R B R B R A BR B 9 A (AR
period, based on the invoice date, is as follows: Tféﬁém HE T
Group
EE
2017 2016
=+ —E—REF
RMB’000 RMB'000
AR®TT AREFIT
Within 1 month TERA AR 128,832 88,652
1to 3 months 1Z3EA 50,374 52,215
3to 6 months 3E61EHA 38,120 13,375
610 12 months 6 & 1218 A 12,985 16,680
Over 12 months 1218 A A+ 16,390 14,655
246,701 185,577
]
The trade payables are non-interest-bearing and are normally settled on BHRNRIBRARER—MRI0ENHA
terms of 30 to 90 days. Trade payables are denominated in RMB. BE - BHEMNFIBEAARKEEE -
25. BILLS PAYABLE 25. BENERE

The Group’s bills payable have an average maturity period of 180 days and
are non-interest-bearing. Bills payable are denominated in RMB and are
secured by time deposits of RMB181,077,000 (2016: RMB226,349,000) (Note
23).
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26. ACCRUALS AND OTHER PAYABLES 26. MESTERKEMEARIE
Group
rEE
2017 2016
—E—tF —EREF
RMB’000 RMB'000
AR%TR ARETIT
Current: BIHA
Accruals fEETE
Accrued expenses FERTHAS 166,243 100,209
Accruals for construction costs and purchases ERR %ﬁﬁﬁ NEBEWE - BFE
of items of property, plant and equipment HEEENESER 411,273 415538
577,516 515,747
Other payables E e I8
Advanced purchase deposits from customers EPENBERESR 795,448 558,816
VAT and other operating tax payables BT N H A T A & T IR 5,276 8,048
Tender deposits B tin 57,233 28,516
Others EAh, 83,863 84,860
941,820 680,240
‘EJFEJEH K2 Hh FE A RIE
Total accruals and other payables (current) 4278 OmEh) 1,519,336 1,195,987
]
Non-current: JERNER :
Accruals and other payables JEET B A S EL A ST 308
Warranty for construction and property, BERME - WERERE
plant and equipment ZIRED 110,244 225911
Others 726 841
Total accruals and other payables JE‘:Jr%ﬁﬁ R o FE T RIE
(non-current) #EE (FERE)) 110,970 226,752
]
Company
AT
2017 2016
—ZE—+F ZEREF
RMB’'000 RMB'000
ARETR AREFT
Current: ENER :
Accruals FEEtER
Accrued expenses e 14,825 9,270
|
Other payables are non-interest-bearing and have an average term of six ~ HMERNKIERRE - FHFEHR A
monthes. H ‘
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EJJZ%*E‘IEE BﬁH 371 December 2017 R=FE—+F+=-HA=+—H

27. DEFERRED GRANTS

27. IEFEMEEL

Group
rEH
2017 2016
—B—+tHF —TRF
RMB’000 RMB'000
ARBT T ARETFT
Cost: B
At 1 January m—H—H 73,755 67,015
Received during the year FRUER 52,921 6,740
At 31 December W+ZA=+—H 126,676 73,755
Accumulated amortisation: G St
At 1 January w—HA—H 18,972 13,029
Amortisation during the year (note 6) FR#Y (M3T6) 7,774 5,943
At 31 December W+ZRA=+—H 26,746 18,972
Net carrying amount: ARESE -
Current E 5,943 5979
Non-current JERE 93,987 48,804
99,930 54,783

As at 31 December 2017 and 31 December 2016, deferred grants related RZE—+tF+-_A=+—BE=_F—X
to government grants were given to the Group for the constructionof ~ F+ZA=+—H ' "EEBEEREHFT
production plants and installation and building of machinery to implement %ﬁﬁﬁﬁfaﬂ’]LLﬁHE VAFE 3% A EE R LA
energy-saving production methods and to reduce production cost. They RNEZKES - BRAEITENDRER
are amortised over the useful lives of the related items of property, plant E?Ht&ﬁﬁi?ﬂ?zﬁ WARR B @Y
and equipment. There are no unfulfilled conditions or contingencies 3 * i/E K& # 18 B /A& A 4 A8 8N -
relating to these grants. During the year, aggregate government grants of 2N 52 [ 30 % B3 3% S 4 B B BE 00 R B 1T 1645
RMB52,921,000 (2016: RMB6,740,000) were received by the Group. HHAEIE - REA - BFENASEER
FTEHARMBES2921000T(ZF—RF:
AR 6,740,000 70 ) K@ 8L
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28. LOAN FROM A NON-CONTROLLING INTEREST 28. FERERZEN
Group
rEE
2017 2016
—E—tF —EREF
RMB’000 RMB'000
AR¥TT ARETIT
Loan from a non-controlling interest R R E R 75,250 100,000
Less: Ve
Current portion REE D (24,750) (24,750)
Non-current portion JEENEREL 5 50,500 75,250
]

The loan from a non-controlling interest is unsecured and bears interest ~ FFIZERREZR B K tﬁﬁﬂﬁ?ﬁa&ﬂzﬁﬂ—félﬁ%
at 4.75% per annum. The loan is granted for a term of three years from &8 - BEERXNHRE —T—XF/\ A
30 August 2016. According to the payment terms of the loan agreement =T HRERABHA=4F - RIBEL F I ZHERK
between the parties, RMB24,750,000 is expected to be repaid within twelve WA &SR - AR 24,750,000 7078 HB
months after the end of the reporting period and is considered as current ~ FRERRHEARIRE T —EARNEERR =T

liability as at 31 December 2017. —+tF+ZA=T—HHEKRIERDEE -
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29. INTEREST-BEARING BANK AND OTHER 29. FFERITREMMER
BORROWINGS
2017 2016
ZB-tF ZE0F
Contractual Contractual
EEE Maturity RMB'000 interest rate Maturity RMBI00O
Group 158 Tk 3R AEETT RiF| 55A AREFT
Current ok
Bank loans BITER
- secured -BER - 2018 - 185% t0 2 226% 017 261,150
“E-)\E
- unsecured -BER 435%t0Z539% 2018 1,646,112 400%t0 % 688% 017 495,006
“E-)\E
1,646,112 756,156
Non-current ik
Bank loans BIER
-secured -EHE 4.13% 2019 176,000 413% 2018 176,000
133
- unsecured -BER 435%to 2 6.0% 2019t02022 2,786,288 43%10Z658% 2018102021 3421750
Loanfrom the government~ BUFER
- unsecured - BifA Floating rate at 0.3% 2020 277 Foating rate at 03% 200 3636
above the market above the market
prime Igr_]ding rate __ primelending rate
ﬁﬁlﬂ%(ﬁl}@ﬁﬁ%ﬁ #?ﬁ‘@(%ﬁ@ﬁ%ﬁ
HEERIZ03%) FEERIZ03%)
2,965,015 3,601,386
4,611,127 4351542
I
Group
KEH
2017 2016
—E—tHF N
RMB'000 RMB'000
AR®TT AREFIT
Analysed into: paxny =
Bank loans repayable:; JEEZERITER -
Within one year or on demand A — RS A i ANy 1,646,112 756,156
In the second year MRE_EF 2,032,400 2,397,800
In the third to fifth years, inclusive RE=ZFRF
(BIEEREMSE) 929,888 1,199,950
4,608,400 4,353,906
Other borrowings repayable: FEMEE HABIERN -
In the third to fifth years, inclusive RE=ZFRF
(BIEEREME) 2,727 3,636
4,611,127 4357,542
I
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29. INTEREST-BEARING BANK AND OTHER 29. FTEBITREMER (&)
BORROWINGS (CONTINUED)

Notes: MIEE -

(@) The Group's bank facilities amounting to RMB9,195,825,000 (2016: (@) KEE AR ®195825000L( = F — /N
RMB9,002,000,000), of which RMB4,608,400,000 (2016: RMB4,353,906,000) had 1 AR #9,002,0000007T ) #4817 @t &
been utilised as at the end of the reporting period, are unsecured. B B AR 4,608400,0007C (ZF—7X

#F: AR#43539060007T) REREHKRD
EEE - JHEE -

(b) Included in secured bank loans are amounts of RMB176,000,000 which are (b) BIEBEMBRITERAREE 176000000 7T
secured by certain of the Group's items of property, plant and equipment (Note AAREEETYE  BEREZHEEER
14). (MHEE14) ©

(© Balance of RMB242,423,000 (2016: RMB420,419,000) are denominated in United © N R 0242,423,000T( Z T — N F

States dollars ("USD") as at the end of the reporting period. All remaining AR 842041900070 ) R & HIRIAE T
borrowings are in RMB. (IETEHE - AR MEREAARE
FHE -

(d) There were bank loans of RMB120,750,000 (2016: nil) with restricted clauses (d) RITERARM120750,0007T (ZF — <
that the Bank has the right to accelerate the maturity of the loans. The Group F ) ARG - BIRIT A M
classified the loans in current portion of bank loans. EZEERIE - AEBRZEERSE

RIITERZ BIEE S -

2017 016
Contractual Contractual
interest rate Maturity RMB'000 interest rate Maturity RMB1000
Company | Tk 3R ARETT AFE 55 ARETT
CURRENT i)
Bank loans BITER
- unsecured -EAE LIBOR +0.85% 2018 232,600 LIBOR +085% 017 243619
CEE IR “E-N\E GEGGEES ZEtF
+0.85% +085%
NON-CURRENT 3k
Bank loans BIER
- secured -5ER - - - LIBOR +085% 2018 176800
RHBIRERS —E-)\E
+085%
232,600 40419

(a) The bank loans of RMB232,600,000 (2016: RMB420,419,000) are @) RITE AR 2326000007 (ZF —X
denominated in United States dollars (“USD”") as at the end of the £ AR 420,419,000 7T ) B3R & HA K LA
reporting period. FE([ExT])sHE -
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29. INTEREST-BEARING BANK AND OTHER 29. EFERTREMER(E&)
BORROWINGS (CONTINUED)
A reconciliation of liabilities arising from financing activities is as follows: MESTBELEZBEZHEROT ¢
Non cash changes
RS2
Foreign
exchange
2016 Cashflows  Acquisiton  movement Other 2017
Group KEE ZERF HeneE W ER#E Ol —E-tF

RMB000 RMB00O RMB00O RMB000 GV RMB'000
ARBTT  ARBTT ARETT ARETL AREBTL NGRS

Loan from HERERER
a Non-controlling interest
- current )| 24,750 (24,750) - - 24,750 24,750
—non-current -3EnE 75250 - - - (24,750) 50,500
Interest-bearing bank and FERITREMER
other borrowings
- current -RE 756,156 (393,348) - (6,008) 1,289,312 1,646,112
- non-current - JEnE 3,601,386 652941 - - (1289312) 2,965,015
Bonds payable [ENRERSR
- current -8 200,000 (200,000) - - 600,000 600,000
~non-current - JEnE 600,000 500,000 - - (600,000) 500,000
Total @t 557,542 534,843 - (6,008) - 5786377
|
The ‘other’ column relates to reclassification of non-current portion of loans [Efh ] =7 BEERRAEREFSEERR
and borrowings including obligations under finance leases due to passage B (BREREMERIE) ZERBH LB
of time. 7 o
30. BONDS PAYABLE 30. BREES
Group
rEE
2017 2016
—E—tHF —T—RF
RMB’000 RMB'000
AR® T ARETIT
Analysed into amount repayable: DT RENEE
Within one year —FA 600,000 200,000
In the second year REZF - 600,000
In the third year RE=F 500,000 -
1,100,000 800,000
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30. BONDS PAYABLE (CONTINUED)

The RMB bonds totalling RMB300,000,000 and RMB300,000,000 have a
maturity term of within one year, respectively, and bear fixed interest rates
of 7.2% and 6.18% per annum respectively, with interest payable semi-
annually in arrears and annually in arrears, respectively. The RMB bonds
totalling RMB500,000,000 has a maturity term of within three years, and
bear fixed interest rates of 7% per annum.

31. CONVERTIBLE BONDS

On 21 December 2011, the Company issued RMB denominated convertible
bonds with a nominal value of RMB324,366,000. There was no movement
during the year. Convertible bonds interest of 4.5% per annum is payable
in cash annually in arrears on the anniversary of the issue date (i.e., 21
December 2011) in each year, commencing on the first anniversary of the
issue date, which is accrued and paid through the transfer from retained
profits of the Group. The bonds are convertible into ordinary shares of the
Company at the option of the bondholder at the initial conversion price
of approximately RMB1.84 per share any time after the issuance of the
convertible bonds. While the convertible bonds bear interest at 4.5% per
annum, the Company may, at its sole discretion, elect to defer the interest
pursuant to the terms of the convertible bonds.

Unless previously redeemed, purchased and cancelled or converted, all the
convertible bonds outstanding shall be converted into ordinary shares of
the Company on the fifth anniversary of the date of issue. On 14 December
2016, the Company and the bondholder agreed to extend the maturity
date to 21 December 2018 and reduced the interest rate to 2% per annum.

30. ENBmERS (&)

48 % A A R #300,0000007T & A R
300,000,0007C ) A R EEH R B F H 5
AlA—FR - WH R EEEFFE72%
Fe1snetr B FIBNORNEBXERE
FRERIN  AREBEHEHRARKE
500,000,000 TR E EREARR R = F N - 1Z[E
EFRGFE7%ETSE -

31. AERESH

RZE——FF+A=+—H  ARFS
BEITHEE A AR 324366000 TAIAAR
BETEM A IRRES - AEERITRRE
HFEH B WEEE) o FHEA45% AT RRES
EREF(BRTHBE—BFRAR) BT
HH(BI ZZ2—F+=-ZA=+—H)&
FURSRFERN - BBEEAEER
BiadERE R -  ARFEHFFE
AR R AR EH B ITRBERIZ TR VIG
HREBOARE 184TTBESERALE
B o AR AIIRREHFIZREF45%ETE - 1B
B BREESIER  ARF A2 HBIEER
BIRLEF S -

BrBiEwiEm - BEE RBE eI - B
BREENMRESERETHENER
FRFEHBARNARERBE - KT~
F+-A+WUWH ARFEEEFEA
RAEFKISPETEREEZ-_ZE—N\F1+ A
—+—8 - WHEFEMEREE2% -
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31. CONVERTIBLE BONDS (CONTINUED)

The convertible bonds are redeemable at the option of the holder of
the convertible bonds only upon the occurrence of a winding-up (any
step taken by any person at the sole election of the Company not under
direction of any third party, including judicial or regulatory) with a view to
the voluntary winding-up or dissolution or administration of any group
companies (including but not limited to a members’ voluntary solvent
winding-up), or any group companies cease or threaten to cease to carry
on all or substantially all of its business or operations) at a redemption price
which shall be equivalent to the aggregate of the outstanding principal
amount of the convertible bonds together with a redemption premium of
8.0% per annum on the outstanding principal amount, up to the date fixed
for redemption. In the opinion of the directors, the Company is able to defer
or control the redemption of the principal, the payment of bond interest
and other cash payments to the bondholder. Accordingly, the convertible
bonds are classified as equity instruments.

During the year, bond interest of RMB6,487,000 (2016: RMB14,596,000) was
accrued and paid to the bondholder.
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AR ESFE AT EREEEE (EM
ATEARQF 2 EEZ(LIERBEERS
ZHER) KBEMRDAKEERE - A
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REBD EFB AL ETES) - A RESF
EANEEZRERE(ERERBSENEHZE
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32. DEFERRED TAX

The movements in deferred tax liabilities and assets during the year are as

follows:

DEFERRED TAX LIABILITIES

Group
EE

32,

T~

Fair value
adjustments
arising from

acquisition of
subsidiaries

WiE — R
AREEN
APERE

(note a)
GETY)
RMB’000

AR¥ TR

I SERLIE
AERREERAREMNEEZ BN

Withholding
tax

FEMBIE
(note b)
(Ff=EDb)
RMB’000
AR¥ TR

Total
et

RMB’000
ARMT T

At 1January 2016 RZE—R"F—H—H 22,943 40,222 63,165
Deferred tax credited to profitor ~ FRIEIBZRFT A AR

loss during the year (Note 11) | (MEE11) (1,024) (5,350) 6,374)
At 31 December 2016 and RZZE—R"F+-A=+—H

at 1 January 2017 ERZFT—tF—H—H 21919 34872 56,791
Deferred tax credited to profitor ~ FRTEIBIERFT A RIRLETR 18

loss during the year (Note 11) (fzE11) (1,024) (18,828) (19,852)
At 31 December 2017 RZE—+F+_H=+—H 20,895 16,044 36,939
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32. DEFERRED TAX (CONTINUED) 32, EERE(E)
DEFERRED TAX ASSETS EEHRIEEE
Loss available
for offsetting
against future
taxable profits Deductible
K SH AR temporary
Rz KRB A differences Total
BIEEE A ERERE st
(note c)
(K45 c)
Group RMB’000 RMB’000 RMB’000
rEE ARET T AREET T AR¥ET T

At 1 January 2016 RZE—RF—H—H 8,593 11,121 19714
Deferred tax credited to profitor ~ GFRFEIEZEBRFT ARVIEIL

loss during the year (Note 11) Fi1a (it 11) 2413 1674 4,087
At 31 December 2016 and RZZE—R"F+ZA=1+—H

at 1 January 2017 ER—ZF—tF—H—H 11,006 12,795 23,801
Deferred tax credited to profitor ~ FRFEIB R AREETLTE

loss during the year (Note 11) (f=ET11) 2413) 1,738 (675)
At 31 December 2017 RZE—tF+_H=+—H 8,593 14,533 23,126

Notes: FfaE -

(a) Deferred tax liabilities arising from fair value adjustments upon acquisitions of (@) WE—RMBAREENRAFEAEME
subsidiaries represent the deferred tax liabilities on the fair value uplift of the net EREEHERERA S ——F k=%
tangible assets owned by the subsidiaries, arising in 2011 and 2015. The deferred —hFELEMBARMESEEETE
tax liabilities are amortised to the profit or loss over the estimated useful lives of EINMIELERIBAE - BEHIEBE I
the coal mining rights. B EEHE RE AE e -

(b) Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied (b) BREFPBRCEMERE T ZTLF
on dividends declared to foreign investors from foreign investment enterprises TZ A=+ —BE WSS E ALK
established in Mainland China for earnings after 31 December 2007. A lower BANE IR A R EREIMEEETIRHARE
withholding tax rate may be applied if there is a tax treaty between Mainland B 10% B TEHITIIE o fie A B A3 £
China and the jurisdiction of the foreign investors. The Group made provision for BIMNEEE R RVAEBETABIEEL - Al
deferred tax liabilities on withholding tax at 5% of the forecasted dividend pay- REMBENHEATEEER - AEERR
out of the earnings of all its PRC subsidiaries because the directors believe that E R BB A R 80 P A &R TEORI SR A%
the PRC subsidiaries would not pay out all their earnings as dividends. B 5% FIRERIE & ERHR TR B -

FAREERATRENBARTEHEME
BIERREIRE -
(©) Deferred tax assets have not been recognised in respect of the tax losses © AERREEENREERBEESEAA

amounted to RMB120,243,000 (2016: RMB90,307,000) as in the opinion of the
directors, it is uncertain whether sufficient future taxable profits will be available
against which the tax losses can be utilised.
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33. SHARE CAPITAL 33. BR=X

Number of ordinary shares

ERRHE

Amount

=8

2017 2016
el -
RMB’'000 RMB'000

AR¥T T ARETIT

Issued and fully paid BT RAE 995,736,000 1,000,000,000 872,579* 881,124*
| N

* Equivalent to Singapore dollars ("SGD") 172,788,000 (2016 174,480,000). * FEE R 172,788,000 %7 M3 7T ([N ot 1)

The holders of ordinary shares are entitled to receive dividends as and when
declared by the Company. All ordinary shares carry one vote per share
without restrictions. The ordinary shares have no par value.

34. RESERVES

The amounts of the Group's reserves and the movements therein for the
current and prior years are presented in the consolidated statement of
changes in equity.

In accordance with the Wholly Foreign Owned Enterprise Law applicable
to the subsidiaries in the PRC, the subsidiaries are required to make
appropriations to the Statutory Reserve Fund (the “SRF"). At least 10% of
the after tax profits as determined in accordance with the applicable PRC
accounting standards and regulations must be allocated to the SRF until
the cumulative total of the SRF reaches 50% of the subsidiaries’ registered
capital. Subject to approval from the relevant PRC authorities, the SRF may
be used to offset any accumulated losses or increase the registered capital
of the subsidiaries. The SRF is not available for dividend distribution to
shareholders.

(=Z]—7X4F : 174/480,000) °

EBRRFBBEAEERZEARAE IR
B AT BRI R ERE - E
EE °

34. f#fE

AREBNARBNAFE MBEFEOR
BEENEEEHORNEERREHRNA

E2 1K

RIBERNPBEMBLFNIINERFE
ZEWMBRRARREEZERFER (DE
EfEE]) REBEEROTE S ER
Ko 0E F5 P EE TE O BR A5 18 M) B9 2 > 1090 44
APBEREEFHBE  EREEREBEH
REtRECERSEMB AR EMELRN
50% ° AL HHER R B BHLER - XEME
& A A EE S ] R At E R S ez S Y
BRBIMNEMERN - ZERES A AR
FAIRIER IR E DK
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35. NOTES TO THE CONSOLIDATED STATEMENT OF 35. SZEBREREBRME
CASH FLOWS

MAJOR NON-CASH TRANSACTION FEFRERSH

@) INTEREST CAPITALISATION @) BEAREFE
During prior year, the Group capitalised interest expense of ~ RBEFE » REERYE - BE MK&KE
RMB11,715,000 to property, plant and equipment (note 14). WEREFERZ R/ ARK11,7150007T

(MFEE14) ©

(b)  ACQUISITION OF ASSETS THROUGH ACQUISITION OF A b) BBEWEHRBARWEEE

SUBSIDIARY

During prior year, the consideration of the Runcheng Acquisition ~ RBEFE - HHKRBEFTERKEARE
of RMB105,000,000 was partly settled by a prepayment to a related 105000000 TEB A A —E— A FF N/ E

party of RMB44,000,000 paid in the year 2015. BT R AR 44,000,000 TTAEH o
36. OPERATING LEASE ARRANGEMENTS 36. HEMNORH
At the end of the reporting period, the Group had outstanding operating EA$$ﬁﬁzﬁ3E AEENFREAHES RE
lease agreements for buildings, and plant and machinery in Mainland ~ 1THEF » BFE k# S0 LEHO M - 1R
China. Future minimum rentals payable of the Group under non-cancellable TJ%E/\\EF'#&,H\HXE'JTT%S(%%&%TE%’J FRE
operating leases at the end of the reporting period are as follows: EEMRERERSOT -
Group
TEH
2017 2016
—E—tF A
RMB’'000 RMB'000
AR¥T T ARETFT
Within one year —FR 82,620 77,155
In the second to fifth years, inclusive FFEERF
(BREEEMF) 84,079 86,212
After five years FFELALE 36,473 38,833
203,172 202,200
|
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37. COMMITMENTS 37. RiE

In addition to the operating lease commitments detailed in Note 36 above, B b SCPYRE 36 FraF sl A4S & R A9 R ESD -
the Group had the following capital and other commitments at the end of A& B ERIHIRE B A T & AR K H A%

the reporting period: S
2017 2016
—E—+tF ZEREF
RMB’000 RMB'000
ARBTR ARBFT
Capital commitments B
Contracted, but not provided for: EHEEESEI
Buildings B 217,751 212,026
Plant and machinery T N i B3 207,446 218,544
Coal mines R0 25,870 27,606
451,067 458,176
|
Other commitments H e
Purchases of raw materials 8RR 554,272 497,696
|
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38. RELATED PARTY TRANSACTIONS 38. BERIRS
(@  Inaddition to the transactions detailed elsewhere in these financial (@)  BR T fE Lt 35 BA 7§ Sk B 80 o0 ot
statements, the Group had the following transactions with related RGN - NEERFANEREET
parties during the year: HEITTIRS -
2017 2016
—Z-t& —TREF
Notes RMB’'000 RMB'000
FizE AR¥T T AREFTT
Sales of electricity, water and steam to: * AT ARHEKE
MR 0
~ Xinxiang Xinlianxin Chemicals - mEMET
Equipment Co, Ltd. # Bl NGRS 241 170
— Xinxiang Yuyuan Chemicals Co, Ltd. # -FHATmERET
BERF 290 554
— Henan XLX Jingmi Fengtou Co, Ltd. # A ELEL %Ei
BRARA 842 712
Service fee income for provision of calibration FEJL‘/{—FQETT%#%H%HW%E@
and testing services to: RBERWA
— Xinxiang Yuyuan Chemicals Co, Ltd. # - BT ERLET
BRARH - 14
Sales of spare parts inventories to: RIA T2 B E#E A
THEE
- Xinxiang Xinlianxin Chemicals - BT E M TR
Equipment Co, Ltd # BRAR - 12
Purchases of equipment from: RATREEERE (i
- Xinxiang Xinlianxin Chemicals - mLEMET
Equipment Co, Ltd # REFBRRR 4 31,797 20,368
— Xinxiang Shenzhou Anti-corrosion - TN
Installation Co, Ltd # REBRAR 4 5,094 1,160
— Xinjiang Antai Shenzhou -¥ER /MW‘N HEE
Fengtou Co. Ltd. # BB - 4608
Operating lease expenses to: we “fﬂmsﬁﬁi% (i)
~Henan Xinlianxin Chemicals —AELEMEIER
Group Co, Ltd. BRAR 2,239 2,239
# These companies are subsidiaries of Henan Chemicals Equipment # ZERRA AR IREARA
Co., Ltd., which has common shareholders with the Company. The AIM B AR A THRE
Company’s executive directors and executive officers have certain BRNAIWRRAER o N AFH
equity interests in Henan Chemicals Equipment Co., Ltd.. BITEERITHRAES /Tﬁﬂii
BEAERATEEE TRE -
* The amounts represent gross sales of by-products. * ZESBERRBERNIHERTE

172 China XLX 2017 Annual Report




38. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) (continued)
Notes:

(i) The sales of electricity were made according to the unit cost of
electricity announced by the Henan Province Development and Reform
Committee (A B & R AN EZE B ). The sales of water and steam
were made according to mutually agreed terms with reference to the
sales contract between the parties.

(i) The purchases of items of property, plant and equipment were charged
based on the mutually agreed terms with reference to the sales contract
between the parties.

(iif) The operating lease expenses for the year were charged at a fixed
monthly amount of RMB186,600 (2016: RMB186,600).

All the related party transactions above constitute continuing
connected transactions as defined in Chapter 14A of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited.

(b) Compensation of directors and key management personnel of the

38.

BELFRS (&)
()

GEE

() HEENDHREAEEBERMK
ERBERMMNENEMRAIE
e HERKEREADREHE
BHRIA T BULIHE < RRIE
W o

(ii) BEME  BMEMEEEE IR
BHEAHNBETEFRLBEZ
TEFRUER o

(i FELEMORAITIRESAA
R#186,600T( Z T —XF : A
¥ 186,600 7T ) UKER

J:Y%Fﬁﬁﬁﬁé_ﬁ*%%ﬁiéﬁﬁ%ﬁ

BRGMERRD %im%ﬁﬁu"k
—i-@AEPFrE‘%EE’J% B S o

AEBEERTI2EEAENH

Group: [
Group
rEE
2017 2016
—E—tF A
RMB’000 RMB'000
AR¥ T AREFT
Directors'fees BEHS 800
Salaries and bonuses e MAEAL 14,080 5,759
Contributions to defined contribution plans TE BRI EI M E KA S 150 313
15,030 6,872
]
Comprise amounts paid to: BEYNTRIATHSE
— Directors of the Company — AQRES 12,117 3,140
- Other key management personnel —HEmMTEERAS 2,913 3,732
15,030 6,872
N
Further details of the directors' remuneration are included in Note 9 to these EEMeNE - PHBEIRNEEMHRE

financial statements.

BIEE9 o
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39. FINANCIAL INSTRUMENTS BY CATEGORY 39. ROBIIFHEWMIA
The carrying amounts of each of the categories of financial instruments as PR ERMEAR - ZH 2 T A/ BRE E 40
at the end of the reporting period are as follows: e
FINANCIAL ASSETS THEE
2016
“ERE
Available-for-sale Available-for-sale
Loansand financial assets Loans and financial assets
receivables e Total fecevables g Tota
SR RERGE ERLE CHll ST EIGE TREAE Ehy
Group Notes RMB'000 RMB'000 RMB'000 RMB1000 RMB1000 RMB(000
558 i AEBTR ARBT T AR¥T T ARHTT ARETR NEBFT
Avallable-orsale investments — ATHHERE 18 - 37,178 37,178 - 10893 10893
Trade and bl receivables ERRIER YRR b 160829 - 160829 75017 - 75017
Financial assets included HARE RAMENGIRN
in deposits and other SHAE
receivables 19 395,054 - 395,054 74,653 - 74653
Duefrom related companies B AR 2 2,603 - 2,603 9146 - 9146
Pledged time deposis BERER 3 181,077 - 181,077 26349 - 26349
Cashand cash equivalents RERRESEN 3 34,270 - 3,270 512806 - 512806
1,080,833 37178 1,118,011 898071 10893 908,964
|
FINANCIAL LIABILITIES TREeE
Financial liabilities at amortised cost
RBERRIRNERMEE
2017 2016
—E—tHF —ZE—K
Group Notes RMB’000 RMB'000
rEH liEss ARBT T ARETFT
Trade payables H 5 N FIE 24 246,701 185,577
Bills payable ANE S 25 423,915 655,020
Financial liabilities included in accruals T AJEETE A R AM
and other payables ERTIERN S RMEE 26 829,582 855,875
Due to related companies JERTRAE R RIFUIA 22 45 4391
Loan from a non-controlling interest FEPE R MR B K 28 75,250 100,000
Interest-bearing bank and other borrowings 51 B3R77 & HALE TR 29 4,611,127 4357542
Bonds payable FERREES 30 1,100,000 800,000
7,286,620 6,958,405
|
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39. FINANCIAL INSTRUMENTS BY CATEGORY

(CONTINUED)

FINANCIAL ASSETS

Available-for-sale

39.

TREE

2016
“ENE

BROBIIRHNETEMT A (&)

Available-for-sale

Loans and financial assets Loans and financial assets
receivables e Total receivables e Tota
ERREREE SREE Chll S5 RENGE SRER st
Company Notes RMB'000 RMB'000 RMB'000 RMB1000 RMB000 RMB1000
| it ARBTT ARETR ARBTR AREFT AEBTTI NREFT
fvailable-forsale investments — ATELHERE 18 - 37,178 37178 - 4185 4185
Due from a subsidiary EUMBARE 2 329,721 - 329,721 219400 - 219400
Cashand cash equivalents RERRESEN 3 52,416 - 52,416 13034 - 13034
382,137 37178 419315 230434 4185 236619
|
FINANCIAL LIABILITIES THEE
Financial liabilities at amortised cost
RBERAIRNERMEE
2017 2016
—E—tF —E-R

Company Notes RMB’000 RMB'000
AT liEss ARBT T ARETFT

Financial liabilities included in accruals and ~ &F AJERT & M EAD
other payables JERFIENEREBE 26 14,825 9270
Due to a subsidiary JERTIT B A RIFIE 22 294,951 -
Interest-bearing bank and other borrowings ~ 5T8 8877 K E A fE5X 29 232,600 420419
542,376 429,689

]
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40. FAIRVALUE AND FAIRVALUE HIERARCHY OF

FINANCIAL INSTRUMENTS
ASSETS AND LIABILITIES MEASURED AT FAIR VALUE

The carrying amounts and fair values of the financial instruments, other
than those with carrying amounts that reasonably approximate to fair
values, are as follows:

Carrying amounts

IREFE

40. TRITENAFERLAFEEZRE
B

BAFEFENEERER

TR TAMERELARFEREMEES
BRON BBREE R AFHEN S

Fair values

A¥E

2017 2016 2017 2016
Sl - -QEETY - -
Group and Company RMB’000 RMB'000 RMB’000 RMB'000
KEBRAEAT AR¥T T ARETT AR®T T ARETT
Financial asset TREE
Available-for-sale investment  AJ{ H &R E 37,178 4,185 37,178 4,185
| N
The carrying amounts of financial liabilities approximate to their fair values. eRABGECREEEREIAATE -
Management has assessed that the fair values of cash and cash equivalents, ~ KERE (L  REMREFEY 2K
pledged time deposits, trade and bills receivables, deposits and other ~ fREHFR - B ZRBGKIE REWRE -
receivables, amounts due from/to related companies, trade and bills e REMERTRIE - U EARTEA
payables, a loan from a non-controlling interest and financial liabilities AIRIE - B RN FRIERENEER - FFE
included in accruals and other payables approximate to their carrying RSB - 5T AT E A R H AR K
amounts largely due to the short term maturities of these instruments. BryemafEs A VTEEREREAMEMES
FERHEIHAREREA -

The Group's corporate finance team headed by the finance manager is
responsible for determining the policies and procedures for the fair value
measurement of financial instruments. The corporate finance team reports
directly to the chief financial officer and the audit committee. At each
reporting date, the corporate finance team analyses the movements in the
values of financial instruments and determines the major inputs applied in
the valuation. The valuation is reviewed and approved by the chief financial
officer. The valuation process and results are discussed with the audit
committee twice a year for interim and annual financial reporting.
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40. FAIRVALUE AND FAIRVALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (CONTINUED)

The fair values of the financial assets and liabilities are included at the
amounts at which the instrument could be exchanged in a current
transaction between willing parties, other than in a forced or liquidation
sale. The following methods and assumptions were used to estimate the fair
values:

The fair value of the non-current portion of accruals and other payables,
a loan from a non-controlling interest, interest-bearing bank and other
borrowings and bonds payable have been calculated by discounting the
expected future cash flows using rates currently available for instruments
with similar terms, credit risk and remaining maturities. The Group’s
own non-performance risk for non-current accruals and other payables,
loan from a non-controlling interest, interest-bearing bank and other
borrowings and bonds payable as at 31 December 2017 was assessed to be
insignificant.

The fair value of the listed equity investment is determined by direct
reference to its price quotation in an active market at the end of the
reporting period.

FAIR VALUE AND CARRYING AMOUNT OF THE GROUP’S ASSETS
AND LIABILITIES NOT MEASURED AT FAIR VALUE, FOR WHICH FAIR
VALUE IS DISCLOSED

The fair value of the unlisted equity investment was not disclosed because
they cannot be reliably measured as the probabilities of the various
estimates within the range cannot be reasonably assessed and used in
estimating fair values. Further details are given in Note 18.

40. TRITENAFERLAFEEZRE
B (&)

TREELRBBENATFENZIARERE
Q%E(ﬁ#ﬁﬁﬁ%%%%)gﬁx%T
MAIZ B BARR o NITARBRRK
REERFE

H A SERVH Rt MM SIRRR D ~ FFIEAX
BEER 5 RIRTT R EARE K B R
5%%5’3 NFAE TS5 B3RS T AIRALUE
BoME - FERR MR TR BT
fﬁ?ﬁiﬁlﬁ*xiﬁimiﬁﬁﬁ cRZT—t
FHZA=1t—H "&EEHEMWIFAHR
‘EJr&FEH RIE - FEERRERmE K - 5T EIR

TREMERLENBEBSFNTNELOR
dﬁﬁ%ﬁﬁ?iﬁ

FHRARRENAFENEBEERZEZER
RERAREERET IS LR ARERE

-
E °

WHEAFEFENFEFEERAE

(AQAFEEHE) WA FERKREE
FELMBRRREN R FERETHE T

ARZERFETEAELFE  RE
EHEANSEGET 2 AR EES B
WAREEAFE - EZFHITEHINNHE
18 °
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40. FAIRVALUE AND FAIRVALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (CONTINUED)

FAIR VALUE HIERARCHY

The following tables illustrate the fair value measurement hierarchy of the
financial instrument:

ASSET MEASURED AT FAIR VALUE:

As at 31 December 2017

40. TRITENAFERLAFEEZRE
B (&)

ATERE
THRIIISBIANHDTE 2R

BAFEAENEE
R-ZB—+tH+ZA=+—H

Quoted prices
in active markets

EEBmEL
R E
(Level 1)
(B5—%)
Group and Company RMB’000
KREBMREAAT ARBTR
Available-for-sale investment A ERE 37,178
|

As at 31 December 2016 RZZE—RFE+-A=+—8H
Quoted prices
in active markets
EEmSE
BR(E
(Level 1)
(B—4)
Group and Company RMB'000
KFEBMRAAT ARBFIT
Available-for-sale investment A ERE 4,185

|

During the year, there were no transfer of fair value measurements between ~ RAFENR - E—REF - H 2 HHELQ
Level 1 and Level 2 and no transfer into or out of Level 3 (2016: Nil). FEFAZEA  TEEF=FHLTEFED

LIABILITY MEASURED AT FAIR VALUE:

The Group had no financial liability measured at fair value as at 31
December 2017 and 31 December 2016
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES

The Group is exposed to financial risks arising from its operations and
the use of financial instruments. The key financial risks include credit
risk, liquidity risk, interest rate risk and foreign currency risk. The board of
directors reviews and agrees policies and procedures for the management
of these risks, which are executed by the chief financial officer and finance
manager.

The following sections provide details regarding the Group's exposure
to the above-mentioned financial risks and the objectives, policies and
processes for the management of these risks.

(a) CREDIT RISK

Credit risk is the risk of loss that may arise on outstanding financial
instruments should a counterparty default on its obligations. The Group's
exposure to credit risk arises primarily from trade and other receivables.
For other financial assets such as cash and cash equivalents, pledged
time deposits, available-for-sale investments, amounts due from related
companies, bills receivables and deposits and other receivables, the
Group minimises credit risk by dealing exclusively with high credit rating
counterparties.

The Group's objective is to seek continual revenue growth while minimising
losses incurred due to increased credit risk exposure. The Group trades only
with recognised and creditworthy third parties. It is the Group’s policy that
the majority of customers who wish to trade are required to pay cash on
delivery or in advance before collecting any goods. A minority of customers
who wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are monitored on an ongoing
basis and the Group's exposure to bad debts is not significant.

41. HHEREEBERBER

AEEMPHEEERERSRTAMRESE
M HREE - ETEMBEREEEER
2 mBETER - MXERFINER
%o BEGRE MIFEEREZFRER K
REEF  MZEBREEFBHERY
BB MR IIT -

TEIREAMAREFEY CR S AR
NRERHSABNE R BRI
B -

(a) = B R B

EERBRAMNEF I METEEERER
BENEBITAREREENEBRRR - K
SEmENEERRTIZREES NHEM
fEMRIR - IR IR FEWAERE
HIER o A ERE - BIREERRRK
B BRRERZSMEMREGASEHR
MERMEEMS @ AEBEBBEREEN
R EFHEEAREEERR -

AEENBERRNSRFBERAERNF
B REEERBRIEMAMELENER -
AEBERERAIREERINE=TTR
2 o REBEARENEER - KEDHZHH)
B P WA I X IR & SR U]
EmATETEN - PBERRERGIET
RHNEPRIBABBEEZERRF ° It
Sh - EUEHRERFEESR  MAKREDN
ZERERR I AEKX o
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONTINUED)

(@)  CREDITRISK (CONTINUED)
EXPOSURE TO CREDIT RISK

At the end of the reporting period, the Group’s maximum exposure to
credit risk is represented by the carrying amount of each class of financial
assets recognised in the statement of financial position.

41. HEEKREREBEREE (&)

@ FEERRGE)
HmHHEERR

RERR  AEENKRSERRRIIE
ELBMEERINPBANR AR
BREE -

CREDIT RISK CONCENTRATION PROFILE EERBRETERN
The Group assesses concentration of credit risk by monitoring on an on- AN EEFBFEERAE 5 EIKIEE

going basis the aged analysis of its trade receivables. There are no significant
concentrations of credit risk within the Group. At 31 December 2017, the
Group's trade receivables of RMB11,965,000 (2016: RMB4,020,000) were due
from its 10 largest customers.

(b)  LIQUIDITY RISK

Liquidity risk is the risk that the Group will encounter difficulty in meeting
financial obligations due to shortage of funds. The Group's exposure to
liquidity risk arises primarily from mismatches of the maturities of financial
assets and liabilities. The Group's objective is to maintain a balance between
continuity of funding and flexibility through the use of stand-by credit
facilities.

The Group monitors and maintains a level of cash and cash equivalents

deemed adequate by management to finance the Group’s operations and
mitigate the effects of fluctuations in cash flows.
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (CONTINUED)

(b)  LIQUIDITY RISK (CONTINUED)

The maturity profile of the Group's financial liabilities at the end of the
reporting period, based on the contractual undiscounted payment, is as

41. BHEMEERERBEK (E)

(b) RBETEMR(E)

REBEAAOMFTRNR AEEEREE
REFRERO BRI T -

follows:
Within 1 year
oron demand 1to3 years 3to 5years Over 5 years Total
VERSRERR 153F 3E5E SENLE st
Group RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
by ARBTT ARBTT ARETT ARETT ARETT
31 December 2017 RZE-tE+ZR=1-8
Trade payables 5k 246,701 - - - 246,701
Bils payable ERZE 43915 - - - 43915
Financialliabltes included i SAETERRAMERFE
accruals and other payables MeRak 829,582 - - - 829,582
Due to related companies ERBELAE 45 - - - 45
Loan from a non-controlling interest FARERER 25,926 52,146 = = 78072
Interest-bearing bank and HERTRAMER
ather borrowings 1,849,299 2,585,467 568,612 - 5,003,378
Bonds payable ENRERS 616,576 596,153 - - 1212729
3,992,044 3,233,766 568,612 - 7,794,422

31 December 2016

RZE-E+ZA=1-H

Trade payables BHENFE 185577 - - - 185577
Bils payable EREE 655020 - - - 65020
Financialliabltes included in HAESERREGEMNTE
accruals and other payables oA 885875 - - - 885875
Dueto related companies ERBEEAEE 4391 - - - 4391
Loan fiom a non-controllng nterest SHERERER 7924 - 84901 - 112825
Interest-bearing bank and TERTREMER
other borrowings 823459 255779 1548619 - 4929873
Bonds payable EfiRERS 05522 660933 - - 866455
2781768 3218728 1633520 - 7640016
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 41. BBEMEEEERBEER (E)

POLICIES (CONTINUED)
(b)  LIQUIDITY RISK (CONTINUED) (b) HREESEPR (E)
The maturity profile of the Company’s financial liabilities at the end of the RIBEAMIEFANK  ARAREREE

REFRERO B BRI T -

reporting period, based on the contractual undiscounted payment, is as

follows:
Within 1 year
oron demand 1to3 years 3to 5years Over 5 years Total
1ERSREAR 1235 IB5E SERE 5t
Company RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
] AERTRT AR ARBTT ARBTT ARBTT
31 December 2017 R-E-tE+-f=1-A

Financial liabilties included in

A R REMERTA

accruals and other payables HeHER 14,825 - - - 14,825
Due toa subsidiary ERBAREE 294,951 - - - 294,951
Interest-bearing bank and TR REMER

other borrowings 232,600 - - - 232,600

542,376 - - - 542,376

31 December 2016

RZF-AFtZA=t-A

Financial liabilities included in

i AEsF AR E0R

accruals and other payables MeRak 9270 - - - 9270

Interest-bearing bank and HERTRABER
other borrowings 243619 176,800 - - 40419
252889 176,800 - - 429689

(c) INTEREST RATE RISK

Interest rate risk is the risk that the fair value or future cash flows of the

Group’s financial instruments will fluctuate because of changes in market
interest rates. The Group's exposure to the risk of changes in market interest
rates relates primarily from its loans and borrowings subject to a floating
interest rate.
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 41. BIBEREEBEERBER(E)
POLICIES (CONTINUED)
() INTEREST RATE RISK (CONTINUED) (0 FI=E@Ek(8)

SENSITIVITY ANALYSIS FOR INTEREST RATE RISK

Fair value sensitivity analysis for fixed rate instruments

The Group does not account for fixed rate financial assets and liabilities at
fair value through profit or loss. Therefore, a change in interest rates at the
reporting date would not affect profit or loss.

Cash flow sensitivity analysis for variable rate instruments

For variable rate financial assets and liabilities, the Group has determined
the carrying amounts of cash and short-term deposits based on their
notional amounts, which reasonably approximate to their fair values
because these are mostly short-term in nature or are repriced frequently.
For interest-bearing bank and other borrowings, a change in interest rate at
the reporting date would increase/(decrease) profit or loss by the amounts
shown below. This analysis assumes that all other variables, in particular
foreign currency rates, remain constant.

MR EBRBRRE DM

B TAB N FIEHZE ST

AEBT SR ELCHEENB BB BE
BARFEAR - Bt - MR RS A 5
B ENI T E B o

=

JEB T RMBE HEHER AT
WEEERMEERAEMNS ARECDE
ERERERFERREESEFHOER
ERENHEARRBASE  BREKIOHE
AE LBREMSEEENAE - et R
RITREAMERM ST - FRREBHRE D
IR T XIS REE M Cfd) B
@ WA HBRRAEEMAZERE - L
HEINEERRRFAE

2017 2016
Increase in —E 5 —EF—R
Group basis points RMB’000 RMB'000
rEE EREm ARBTR ARBFT
Interest expense FEFRZ
RMB AREE 10 (3,506) (2,041)
UsD ET 10 (198) (357)
Interest income FLEHA
RMB AR 10 289 425
usb ET 10 21 7
]
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONTINUED)

(d)  FOREIGN CURRENCY RISK

The Group holds cash and cash equivalents and interest-bearing bank
borrowings denominated in foreign currencies for working capital
purposes. At the end of the reporting period, these foreign currency net
assets/(liabilities) (mainly in SGD, USD and Hong Kong dollars ("HKD")) are as

ONZONZON N Z7ON 70N 7ON 7N 7ON 7ONZON 7N 7ON 7ON 7 ON 70N 70N

41. BIBEEEEZERBEE (#)

(d)  SMNERER

AEBFENINEFENRE KRS EFE
WM BIRTTRRIFLEESME - N
WK ZENINEREENFEE (B
B (EERFMKIT  ELMBT(E

follows: T

2017 2016

—g—t% .

Group RMB’000 RMB'000
TEH ARBT T AREFTT
SGD T - 161
usb ETT (208,056) (412,482)
HKD BT - 5,284
(208,056) (407,037)

|
The following table demonstrates the sensitivity to a reasonably possible ~ TN REREME HM ] #RHAERRFTE

change in the SGD, USD and HKD exchange rates (against RMB), with all
other variables held constant, on the Group's profit, net of tax and equity.

T AEEGN (SRR RS ) $3
IETT ~ RGBT (HARE) WEXRK
BEAREHNHRE -

2017 2016

—E—tF SN
Group RMB’000 RMB'000
rEE ARETR AREFT
SGD - strengthened 5% (2016:5%)  ¥THNEIT — 8258 5% (=T —734F : 5%) = 8
— weakened 5% (2016: 5%) — #555% (ZF—7"F : 5%) - ®)
USD - strengthened 2% (2016:2%) 57T — 8458 20 (ZF—755F 1 2%) (4,161) (8,250)
— weakened 2% (2016: 2%) — #5520 (ZF—"F : 2%) 4,161 8,250
HKD - strengthened 1% (2016:1%) /7T — 58 1% (ZF—7"F 1 1%) - 53
— weakened 1% (2016: 1%) — #551% (ZF—"F : 1%) = (53)
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42. CAPITAL MANAGEMENT 42, EBEXRERE
The primary objectives of the Group’s capital management are to safeguard REBYVIFANEREE B EERESER

the Group’s ability to continue as a going concern and to maintain healthy

capital ratios in order to support its business and maximise shareholders’

value.

The Group manages its capital structure and makes adjustments to it in
light of changes in economic conditions and the risk characteristics of the
underlying assets. To maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, return capital to shareholders
or issue new shares. No changes were made in the objectives, policies or
processes for managing capital during the years ended 31 December 2017
and 31 December 2016.

The primary objectives of the Group's capital management are to safeguard
the Group’s ability to continue as a going concern and to maintain healthy

capital ratios in order to support its business and maximise shareholders’

value.

The Group manages its capital structure and makes adjustments to it in
light of changes in economic conditions and the risk characteristics of the
underlying assets. To maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, return capital to shareholders
or issue new shares. No changes were made in the objectives, policies or
processes for managing capital during the years ended 31 December 2017
and 31 December 2016.

As disclosed in Note 34, subsidiaries of the Group in the PRC are required
by the Wholly Foreign Owned Enterprise Law of the PRC to contribute to
and maintain a non-distributable statutory reserve fund whose utilisation is
subject to approval by the relevant PRC authorities. This externally imposed
capital requirement has been complied with by these subsidiaries for the
years ended 31 December 2017 and 31 December 2016

The Group monitors capital using a gearing ratio, which is net debt divided
by total capital plus net debt. Net debt includes interest-bearing bank and
other borrowings, short-term and long-term bonds payable, trade and bills
payables, amounts due to related companies, accruals and other payables
less cash and cash equivalents and pledged deposits. Capital includes
equity attributable to owners of the parent less the statutory reserve fund.
The Group's policy is to keep the gearing ratio below 90%.

BERROENLRBRBENERL RS
SEEXBRERTEEBARREE -

REERBEERMRECARTNEED
Bl B ARABETERER - WM
WA - REEJUEBAARMBKR
KRR S ﬁﬂﬁ??ﬁﬁﬁ$_}ﬁ§ﬁ¥ﬁﬁﬁ
NRFHFABREREE BHE_T— L
F+-_A=Z=+—HEKZ=E /\E‘f‘_ﬂ
=+—HIFE - ﬁf@ﬁﬁﬁ’\]ﬁ@* HE
A2 T L

AEBVFNEREE B RERERER
BERNBENLRBRBENERL RIS
SEEBRHE SR EEHEARREE -
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REBHHEEAERETEE LMK
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WREFBSAREALEH B2 T —+
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o ZEMBRARANREBEZE S —+tF+=
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BELESBEFERABERNNAEF
o BEFEEREI RRITREMER
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TF5K éleiﬁ%éﬁ! AR NGRS R
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42. CAPITAL MANAGEMENT (CONTINUED) 42, EXREE (&)
2017 2016
—E—+F ZE—RF
RMB’000 RMB'000
ARETT ARETIT
Trade payables 2 5 ENFIR 246,701 185,577
Bills payable AN ES 423,915 655,020
Accruals and other payables JEETE A S H A e 38 1,630,306 1,422,739
Due to related companies JEREE R RIFIA 45 4391
Loan from a non-controlling interest R ERE N 75,250 100,000
Interest-bearing bank and other borrowings FTESRITREMIER 4,611,127 4,357,542
Bonds payable ERREES 1,100,000 800,000
Less: Cash and cash equivalents B IR MR EEY (341,270) (512,806)
Pledged deposits [REEEEE=N (181,077) (226,349)
Net debt BEFHE 7,564,997 6,786,114
Equity attributable to owners of the parent HATHE AEGER 3,366,675 3,035,787
Less: Statutory reserve fund W EERES (327,793) (285412)
Adjusted capital KRG 3,038,882 2,750,375
Capital and net debt BEARNBEEFHE 10,603,879 9,536,489
Gearing ratio BRAGLE 71.34% 71.16%
|
43. INVESTMENTS IN SUBSIDIARIES 43. RMBRINRE
Company
KAT
2017 2016
—E—tF ZEREF
RMB’'000 RMB'000
AR¥ T AREFT
Investments in subsidiaries M B A R R E 1,446,355 1,446,355
]
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43. INVESTMENTS IN SUBSIDIARIES (CONTINUED)

Particulars of Company’s subsidiaries are as follows:

Place of
registration and
business

o 2 A 1t B

Nominal value of
registered capital

HAfELAEE

43. RKBERARRE (&)
ARRRMERRFBWT

Percentage of equity
interest attributable
to the Company
¥iN/NT )2 Principal activities
RERDLL FEXK
Direct Indirect

H#EZ L3

Henan Xinlianxin
Fertiliser Co,, Ltd.* #

A RO OMEAE
BRAR]

PRC/Mainland China
FE B A

RMB1,446,355,200
AR
1,446,355,200 7T

100% - Manufacture and trading
of urea, compound
fertiliser, methanol,
liquid ammonia and
ammonia solution

HENMHERE
wER - BfE -
RER RRAR

Henan Shoulashou
Fertiliser Co,, Ltd.@*

ARFHFILE
BRAT e

PRC/Mainland China
B, R B i

RMB1,000,000
AEREE 1,000,000 7T

100% Dormant

e S

Xinjiang Xinlianxin Energy
Chemicals Co,, Ltd.®*
("Xinjiang XLX")

PRC/Mainland China
FE B A

RMB1,185,000,000
AR
1,185,000,000 7T

89.10%  Investment holding,
manufacture and
trading of urea and

(note a) compound fertiliser
e OEL R T REER - B
BIRAA e NMIHERE
([FrEBLEDN]) REak
(KizEa)
Manas Tianli Coal Co,, Ltd. PRC/Mainland China RMB65,000,000 - 89.10%  Coal mining and sales
(“Tianli"e* BBt AR 65000000 7T of coal
INETR IR BEIRFAER S B IR S
BREFAT
(TRF ) et
Tianxin®* PRC/Mainland China RMB39,550,000 - 89.10%  Coal mining and sales
KR e B HREAH AR 39,550,0007T of coal
BEAERAER S PR SH
Henan Nongxin Fertiliser PRC/Mainland China RMB15,000,000 - 100%  Manufacture and trading
Co, Ltd. ("Nongxin")®* BRI ARES 15,000,000 7T of compound fertiliser

RO EERR AT

(TR ) e

and related products
SLERHEEAE
KAAEER
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43. INVESTMENTS IN SUBSIDIARIES (CONTINUED) 43. RHBATNIKRE (&)

Percentage of equity
Place of interest attributable
registration and Nominal value of to the Company

business registered capital 2N B FELL Principal activities

B AR it B AfEAREE REBD FTEEY

Direct Indirect

B E#

Xinxiang Country PRC/Mainland China RMB106,000,000 - 100%  Leasing of land
Runcheng Trading BB AR 106,000,000 7T HE T
Co,, Ltd.
(“Runcheng”)®*
R ER B E 5
BRAT(DEHL) e
Jiujiang Xinlianxin PRC/Mainland China RMB2,000,000 - 100%  Manufacture and trading
Fertiliser Co,, Ltd. R FRERE AR 2,000,000 7T of urea and
(Yiujiang XLX")e* compound fertiliser
T LELMEE SLEREERE
BRRAR]e MEEE
([JuTesEy ) e
Xinlianxin (Jilin) Fertiliser PRC/Mainland China RMB5,000,000 - 100%  Manufacture and trading
Co,, Ltd. (Jilin XLX")®* PR HREIAH AR 5000000 7T of urea and
DD (FM) AR compound fertiliser
BRAA BIE MIHE IR =
([EMOED ) e KAEEE
Akesu Xinlianxin PRC/Mainland China RMB80,000,000 - 89.10%  Manufacture and trading
Compound Fertiliser B FREIRHE AR 80,000,0007T of compound fertiliser
Co, Ltd. BIE MIHE IR =
(“Akesu XLX")e* KIEERE
(note b)
NﬁﬁuLUEA%
BRA
(H‘Tﬁ%ﬁxu &y ])er
(MizED)
Xinxiang Country PRC/Mainland China RMB97,165,400 - 100%  Selling and distributing
Shoudian Co, Ltd. REHRERH AR 97,1654007T electricity
( Shoudian”)e*
(note )
%ﬁ?ﬂﬁ&?/L\L/ N
ARA
(fgaﬁj ) et
(MT uf C)
* The subsidiary is registered as a wholly-foreign-owned enterprise under PRC law. * ZHB A TNEHET)%CP BN E a1 I AVA LN
ﬁiﬁ%lﬂn/\
@ These subsidiaries are established in the PRC and registered under PRC law. @ 2 WY B A R FA AR BARK 37 N AR 1 R B A
FEff o
# Not audited by Ernst & Young LLP, Singapore or another member firm of the Ernst # It 3F | Ernst & Young LLP, Singapore 8% & 7k
&Young global network. SRR E T 2 B R0 K bR B Z 5D
EIEFTEZ °
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43. INVESTMENTS IN SUBSIDIARIES (CONTINUED)

Notes:

(a) Henan XLX injected RMB915,000K into Xinjiang XLX in March of 2017. Following
the completion of the capital injection, the Company’s interest in Xinjiang XLX
was increased from 78.9% to 88.1%.

(b) On 13 October 2017, Xinjiang XLX established a new subsidiary named Akesu
XLX Compound Fertilizer Co., Ltd. (P2 &R/ DB OLEABBR A F]) with a
registered capital of RMB80,000,000. The main business of the subsidiary is
producing and selling compound fertilizer. Xinjiang XLX owns 100% of its share.

(©) On 17 April 2017, Henan XLX established a new subsidiary named XLX Shoudian
G Z OELEBERRAT]) with a registered capital of RMB97,165,400. The
main business of the subsidiary is selling and distributing electricity. Henan XLX
owns 100% of its share.

44. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the
board of directors on 19 March 2018.

43. RKBERARRE (&)

@) R-ZE—+F=AF - AELELATEL
BOVEER AR 915,000,000 7T ° R EROE
Bl - ANREIRFEBLE R R R 78.9%
HEZE881% °

(b) RZZT—+tF+A+=H FBLELK
M B AR R ELEMMEEER
RAaE - Hiaft &< A A RE 80000000
TL e B AR EBEBREERIEE
AR - e OB O HEAH 100% %15 °

(© RZT—tFMA+EH A OELK
S—HEHM B AR SSBLELEESR
AR K& S A AR 97,1654007T °
ZMBARIZ T EEBREERDHE
77 o AR NE R E 100% AR5 ©

44, HOEBIFEHREK
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Flve-Year Fmanaal Summary

LTEMBERBE

A summary of the consolidated results and assets and liabilities of the
Group for the last five financial years, as extracted from the published
audited financial statements, is set out below.

PATN 05128 5% [ 70 18 25 T 1 B TR 4F /2 D4R
ERENREERGEHRE  DREEECT
B RBERIBERE

Year ended 31 December

BE+-—A=+—HLEE

2017 2016 2015 2014 2013
SN T F —HF ZT-WF —T-=F
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
IS ARKETT ARETT ARETT ARETT
Results E4
Revenue ILON 7,561,547 5,710,698 5,788,181 5,081,748 3,968,946
Cost of sales THERA (5,974,597) (4,687,090) (4,464,611) (4,182,984) (3,221,247)
Gross profit =7 1,586,950 1,023,608 1,323,570 898,764 747,699
Other income and gains HABYA Rz 87,594 69,985 80,699 56,272 26,302
Selling and distribution HE kD HFAX
expenses (482,909) (435,334) (347,186) (197,946) (82,242)
General and administrative —RITHA S
expenses (415,467) (318612) (317,496) (242,789) (275,984)
Other expenses HAnhxz (5,600) (33,192) (33,181) (10976) (9,079)
Finance costs B 7Rk AN (285,851) (266,366) (228,190) (218,020) (95,073)
Profit before tax R T AT 28 ) 484,717 40,089 478216 285,305 311,623
Income tax expense FriSHi X (61,185) (11,054) (69,945) (48,579) (52,230)
Profit for the year F R A 423,532 29,035 408,271 236,726 259,393
]
Attributable to: AT AT
Owners of the parent [SYNCIE ZSUN 397,778 30,120 408,780 240,796 264,052
Non-controlling interest IEIE IR S 25,754 (1,085) (509) (4,070) (4,659)
423,532 29,035 408271 236,726 259,393
]
Assets and liabilities EEREEBER
and non-controlling R R
interests
Total assets BmEE 11,905,762 10,919,995 10,835,284 9,588469 7,302,884
Total liabilities wE G (8,255,808) (7,637,034) (7,834,267) (6,915,013) (4,789,033)
Non-controlling interests 3E$ TR (283,279) (247,174) - 1,499 (2,571)
Equity attributable to owners ~ BFAFRIEAR A
of the parent JEAE A 3,366,675 3,035,787 3,001,017 2,674,955 2,511,280
I
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J XD XD AT AT AR XD XD AT XD

Glossary
AR

In this annual report, unless the context states otherwise, the following
terms shall have the following meanings:

RAFRA - BRXESBEAIN -

SABATHE

E- 3N

ZED

“AC”or "Audit Committee”  Audit Committee of the Company [BEZEZEE ] B ARFNEZRZE
g8g
"AGM" Annual General Meeting of the Company [RERBEFRE] B ARANKRRE
FRE
“Board” The Board of Directors [EFg ] B EFg
“Companies Act” The Companies Act (Chapter 50) of Singapore [ARLE] s OETIESERI 50
BRAENE
“Company”or“China XLX"  China XLX Fertiliser Ltd. [RAR] 3K B HFEOENMEE
or"XLX" [ B BRATA]
K [N ]
“Constitution” Constitution of the Company [&12 ] B ARANER
“Director(s)” Director(s) of the Company [E% ] B ARRNES
"EGM” Extraordinary General Meeting of the [RREFRAEG] & ZARFHERRE
Company AR
"FY2016" The financial year ended 31 December 2016 [ZZE—RME & BE_ZT—RF
FE ] +=—A=+—H
IEWEREFE
"FY2017" The financial year ended 31 December 2017 [ZZT—+0EH I8 ET—LF
FE +ZA=+—8H
IEHEREFE
“Group” The Company and its subsidiaries altogether [REE ] & AREEREN
VNS
"Henan XLX" Henan Xinlianxin Fertiliser Co., Ltd., a wholly AR CNE L | g8 umoEL iR
owned subsidiary of the Company BRAR AR
NEI 2 E B
NS
"HKD" Hong Kong dollars, the lawful currency of ~ [7T] B B BEEE
Hong Kong B
“Listing Rules” The Rules Governing the Listing of Securities [ LAl B BXMESFLT
on the SEHK A
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Glossary
ARER
“Model Code” Model Code for Securities Transactions by [ 1RZ4E<FAI]] EHETAES
Directors of Listed Issuers, Appendix 10 to the ETREFZHH
Listing Rules L3 ? Al( £
HAIEE10)
“NC”or “Nomination Nomination Committee of the Company [REEEE ] KRARMIEREER
Committee” BEEg
“PRC"or“China" The People’s Republic of China [ | RREE A R A
“RC” or "Remuneration Remuneration Committee of the Company [FEE e ] KRB FHME
Committee” Bg
"RMB" Renminbi, the lawful currency of the PRC [ AR | RECETE®E A
R
"S$” Singapore dollars [ %03 ot | ¥ 03 T
“SEHK” The Stock Exchange of Hong Kong Limited [ B 22 P | BEBEBMERSM
BRARA
“SFO” The Securities and Futures Ordinance  [BHFEHAEHKROI] 8 FEE O F571
(Chapter 571 of the Laws of Hong Kong) EFHFNMBEK
{51
“SGX-ST" Singapore Exchange Securities Trading [ #7232 FA MMEBHFR S
Limited FrBRR A R]
“Shareholder(s)" Shareholder(s) of the Company [ AR RATIHIER
"“XLX Chem"” Henan Xinlianxin Chemicals Group Co., Ltd. [ IMET SR O OME T
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